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TSOLWANA LOCAL MUNICIPALITY

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

GENERAL INF ORMATION

NATURE OF BUSINESS
TSOLWANA Municipa!rl}r is a local municipality performing the functions as sat out in the Constitution, {Act no 105 of 1996)

COUNTRY OF ORIGIN AND LEGAL FORM
South African Category B Municipality {Local Municipality) as defined by the Municipal Structures Act {Actno 117 of 1988)

JURISDICTION
The TSOLWANA Municipality includes the following areas

Tarkastad
Hofmayr
Mtabathembg

MUNICIPAL MANAGER
Mr 5S4 Dayy

CHIEF FINANCIAL OFFICER
Me S du Toi

REGISTERED OFFICE
12 Murray Sireel, Tarkastad

AUDITORS
Cffice of the Auditor General (EC)

PRINCIPLE BANKERS
First National Bank Tarkastad

RELEVANT LEGISLATION

Municipal Finance Management Act (Act ne 56 of 2003)
Division of Revenue Act

The Income Tax Act

Value Added Tax At

Municipal Structures Act {Act no 117 of 1988)

Municipal Systems Act (Actno 32 of 2000)

Municipal Planning and Performance Management Regulations
Water Services Act (Act no 108 of 1987)

Housing Act (Act ne 107 of 1 Bav)

Municipal Property Rates Act {Act no 6 of 2004)

Elactricity Act (Act no 41 of 1 8aT)

Skills Development Levies Act (Act no 9 of 1995)

Employment Equity Act (Act no 55 of 1898)

Unemployment Insurance Act {Act no 30 of 1968)

Basic Conditions of Employment Act (Act no 75 of 1987)
Supply Chain Management Regulations, 2005

Collective Agreements

Infrastructure Grants

SALBC Leave Regulations
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TSOLWANA LOCAL MUNICIPALITY

MEMBERS OF THE TSOLWANA LOCAL MUNICIPALITY

COUNCILLORS
Proportional (Mayor) K Ngighi
Proportional G Hlemendiini
Proportional M Bennett
Froportional V Dyasi
Praportional C Boast
Ward 1 M Mangcotywa
Ward 2 T Baleng
Ward 3 N Ngeefe
Ward 4 N Mgabisa
Ward 5 | van heerden
APPROVAL OF FINANCIAL STATEMENTS
| am responsible for the Preparation of these annual financial statements vear ended 30
June 2013, which are set out on pages 1 to 86 in terms of Section 126 (1) of the Municipal

| acknowledge that | am ultimately responsible for the system of internal financial control and
that the system of internal control provides reascnable assurance that the financial records
can be relied on.

I have reviewed the Municipality's cash flow forecast for the year to 30 June 2014 ang is
satisfied that the Municipality can continue in operational existence for the foreseeable
future,

The external auditors are responsible for indapendenﬂy reviewing and reporting on the
Municipality's financial statements,

| certify that the remuneration of Councillors angd in-kind benefits are within the upper limits
of the framework envisaged in Section 219 of the Constitution, read with the Remuneration
of Public Officer Bearers Act and the Minister of Provincial and Local Government's
determination in accordance with this Act.

31-08-2013

Mr SJ Dayi Date
Municipal Manager
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TSOLWANA LocAL MUNICIPALITY

STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2013

NET ASSETS AND LIABILITIES

Net Assets
Accumulated Surplus/{Deficit)
Non-Current Liabilities

Long-term Liabilities
Employee banefits
Mon-Current Provisions

Current Liabilities

Consumer Deposits

Current Employes benefits

Provisions

Payables from exchange transactions

Unspent Conditional Government Grants and Receipts
Taxes

Cash and Cash Equivalents

Current Portion of Long-term Liabilities

Total Net Assets and Liabilities
ASSETS

Non-Current Assets

Property, Plant and Equipment
Investment Property
Intangible Assets

Current Assets

Inventory

Assets held for sale

Receivables from exchange transactions
Receivables from non-exchange transactions

Unpaid Conditional Government Grants and Recelpts
Operating Lease Asset

Taxes

Cash and Cash Equivalents

Total Assets

Motes

L by

NEPwE o n

"
12
13

14

15
16

18.1

10
18

Page 2

2013 2012
R R
(Actual) (Restated)
91 536 594 85 404 549
91 536 594 89 404 549
4 551 627 4 707 502
11225 | 61646
3 B854 483 3 523 0585
B45 810 1122 801
16 244 124 13 535 338
100 759 97 736
848 974 618 041
535 648 :
3 486 768 4754 190
9631 177 5 394 831
1530 477 18603 908
|_ 50 321_| B8 832
112 332 348 107 847 389
94 444 599 90 039 787
67245125 || 62 505 085
27 145 375 27 434 164
54 099 100 558
17 887 746 17 607 602
571182 || 514 913
264 000 264 000
2 826 651 5196 005
1271 257 5490 064
817 851 1717 830
= 1172
1349 478 818 747
10 887 527 8 444 971
i)
112 332 345 107 647 289




TSOLWANA LOCAL MUNICIPALITY

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2013

REVENUE

Revenue from Mon-gxchange Transactions
Taxation Revenua

Fraperty taxes
Transfer Revenus

Govarmment Grants and Subsidies - Capial
Government Grants ang Subsidies - Cperating
Puble Contributions and Donations

Other Revenug

Fines
Revenue from Exchange Transactions

Service Charges

Water Servige Autharity Contribution
Rental of Faciifies and Equipment
Interest Eamed - sxternal investments
Interest Earneg - outstanding debiars
Agency Services

Other Income

Gain on disposal of Property, Plant and Equipment

Total Revenus

EXPENDITURE

Employes related CO555
Remunaration of Counciliors
Dbt Impairmant
Depreciation and Amartisation
Repairs and Maintenance
Actuanal Iosses

Finanee Ch

Bulk Purchases

Grants and Subsidiss
Operating Grant Expenditurs
Generzl Expenses

Total Expenditure
MNET SL.FRFLUEJ{DEFIGF‘I‘: FOR THE YEAR

Notes

=R

23

24
25
26
i
3

a8
an

33

2013 2012 Correction 2012
[Actual) (Restated) of errar {Previously reporiad)
R R R R
44 554 443 38 518 746 (284 365) 38 804 112
1508 757 1358 508 v I Tasee
1509757 | E 1359 506 | ] [ 1359595]
43 081 692 37 154 987 {284 388) 37 438 353
12632 130 10 560 364 (284 368) 10 874 750
30 449 562 26 544 604 ] 26 544 504
: 20 000 20 000
3000 5283 . 5 253
3000 1 5253 . IL 5253 _J}
| TR Al ||
16 422 637 14317 417 (103 724) 14421 143
7014835 5 330 821 (101 724) r 5 432 545
6488172 6 424 354 & 424 354
57 701 56 171 (2173) 58 344
287 090 377 734 172 377 562
1367 318 1223 802 : 1223 802
218833 710315 - 710 315
287 352 175 185 i 175 188
338 |_ 19 035 18 035
§1017 085 52 837 164 (388 080) 53 225 255
19 976 046 17 434 307 17 434 308
2 319 466 2191 B45 - 2181 818
1802 237 7 521 300 . 7 521 300
5803238 5838 132 134281 5 T3 881
2013 085 3057 852 ) 3007 852
2287 303 559 g 303 559
54427 95 008 (402 088) 497 D34
7786 083 £ 389 211 : 5 389 211
- BA0 - BAD
T 301 014 5775 180 1506 556 4 268 2ad
9916 251 11 042 056 84 795 10 947 257
e AT,
58 885 040 50 689 020 1313 829 54 355 069
2132 045 {6 851 857) {1722 011) {5 129 814)
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TSOLWANA LoCAL MUNICIPALITY

STATEMENT OF CHANGES IN NET ABBETS FOR THE YEAR ENDED 30 JUNE 2013

Accumulated Tatal
Surpluss
{Daficit)
R R

Balance at 1 JULY 2011 96 442 171 96 442 171
Change in accounting policy - E
Cormection of arror (185 753) (185 753
Rounding (11}
Restated Balance at 1 JULY 2014 B5 256 408 96 256 417
Net Deficit for the year (6 851 857) (B 851 887)
Balznce at 30 JUNE 2012 85 404 548 89 404 551
et Surplus for the year 2132 D45 2 132045
Balance at 30 JUNE 2013 91 536 594 51 536 606
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TSOLWANA LoCAL MUNICIPALITY

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2013

30 JUNE 2013 30 JUNE 2012
Notes R R
CASH FLOW FROM OPERATING ACTIVITIES
Receipts
Ratepayers and other 11 463 529 8 999 883
Government 48 112 508 37 585 963
Interest 1 654 4086 1801 536
Dividends i =
Payments
Suppliers and employees {49 427 255) (41677 8649)
Finance charges 28 (54 427) (95 008)
Transfers and Grants - (880)
Cash generated by operations 36 11749 157 6413424
CASH FLOW FROM INVESTING ACTIVITIES
Purchase of Property, Plant and Equipment 11 (10 036 304) (B 357 544)
Purchase of Investment property - -
Proceeds on Disposal of Fixed Assets 338 19035
Purchase of Intangible Assets (B240) (5 700y
Net Cash from investing Activities (10 044 2086) (8 344 209)
CASH FLOW FROM FINANCING ACTIVITIES
Loans repaid (66 632)
Mew lpans raised - -
Increase in Consumer Deposits 3023 o7 735
Net Cash from F inancing Activities (63 608) 97 736
NET INCREASE IN CASH AND CASH
EQUIVALENTS 1641 342 {1833 049)
_—
Cash and Cash Equivalents at the beginning of the year 8444 971 10278 020
Cash and Cazh Equivalents at the end of the year 7 10 086 313 d 444 979
NET INCREASE IN CASH AND CASH
EQUIVALENTS 1641 342 (1833 049)
===g==
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TSOLWANA MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

1. ACCOUNTING PRINCIPLES AND POLICIES APPLIED IN THE FINANCIAL STATEMENTS

1.1. BASIS OF PREPARATION

The financial statements have been prepared on an accrual basis of accounting and are in
accordance with historical cost convention unless specified otherwise.

The financial statements have been Prepared in accordance with the Municipal Finance
Management Act (MFMA) and effective standards of Generally Recognised Accounting
Practices (GRAP), including any interpretations and directives issued by the Accounting
Standards Board (ASB) in accordance with Section 122(3) of the Municipal Finance
Managemant Act, (Act No 56 of 2003),

Accounting policies for material transactions, events or conditions not coverad by the GRAP
reporting framework , have been developed in accordance with paragraphs 8, 10 and 11 of
GRAP 3 (Revised — March 2012) and the hierarchy approved in Directive 5 issued by the
Accounting Standards Board

The Municipality resolved to early adopt the following GRAP standards which have been
issued but are not effective yet

l;tandard | Description Effective Date |
| GRAP 1 (Revised — Mar 2012) | Presentation of Financial Statements 1 April 2013
| GRAP 3 (Revised — Mar 2012) | Accounting Policies, Changes in 1 April 2013
Accounting Estimates and Errors
GRAP 9 (Revised — Mar 2012) | Revenue from Exchange 1 April 2013
Transactions
GRAP 12 (Revised - Mar 2012} | Inventories T April 2013
GRAP 13 (Revised - Mar 2012) | Leases 1 April 2013
GRAP 18 (Revised — Mar 2012) | Investment Property 1 April 2013
GRAP 17 (Revised — Mar 2012) | Property, Plant and Equipment 1 April 2013
GRAP 25 (Original - Nov 2009) | Employee Benefits | 1 April 2013
GRAP 27 (Revised - Mar 2012) | Agriculture 1 April 2013
GRAP 31 (Revised - Mar 2012) | Intangible Assets 1 April 2013
__IGHAP 18 (lssued — Mar 2012) | Intangible Assets — Website Costs 1 April 2013 |

A summary of the significant accounting policies, which have been consistently applied
except where an exemption has been granted, are disclosed below.

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

The accounting policies applied are consistent with those used to present the previous year's

financial statements, unless explicitly stated otherwise. The details of any changes in
accounting policies are explained in the relevant notes to the financial statements
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ISOLWANA MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

1.2

1.3.

1.4,

1.6

In terms of Directive 7: *The Application of Deemed Cost on the Adoption of Standards of
GRAP" issued by the Accounting Standards Board, the Municipality applied deemed cost to
Investment Property, Property, Plant and Equipment and Intangible where the acquisition
cost of an asset could not be determined,

PRESENTATION CURRENCY

Amounts reflected in the financial statements are in South African Rand and at actual
values. Financial values are rounded to the nearest one Rand.

GOING CONCERN ASSU MPTION

These financial statements have been prepared on a going concern basis

COMPARATIVE INF ORMATION

When the presentation or classification of items in the financial statements js amended, prior
period comparative amounts are restated, unless a standard of GRAP does not require the
restatements of comparative information. The nature and reason for the reclassification is
disclosed. Where material accounting errors have been identified in the current year, the
correction is made retrospectively as far as is practicable, and the prior year comparatives
are restatad accordingly. Where there has been a change in accounting policy in the current
year, the adjustment is made retrospectively as far as js practicable, and the prior year
comparatives are restated accordingly.

AMENDED DISCLOSURE POLICY

Amendments to accounting policies are reported as and when desmed necessary based on
the relevance of any such amendment to the format and presentation of the financial
statements, The principal amendments to matters disclosed in the current financial
statements include ermors.

1.7 MATERIALITY

Material omissions or misstatements of items are material if they could, individually or
Collectively, influence the decision or assessments of users made on the basis of the
financial statements. Materiality depends on the nature or size of the omission or
misstatements judged in the surrounding circumstances. The nature or size of the
information item, or a combination of both, could be the determining factor. Materiality is
determined as 1% of total expenditure. This materiality is from management's perspective
and does not correlate with the auditor's materiality.

1.8 PRESENTATION OF BUDGET INFORMATION

The presentation of budget information is prepared in accordance with GRAP 24 and
guidelines issued by National Treasury. The comparison of budget and actual amounts are
disclosed as a separate additional financial slatement, namely Statement of comparison of
budget and actual amounts.
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TSOLWANA MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

Budget information is presented on the accrual basis and is based on the same period as the
actual amounts, je 1 July 2012 to 30 June 2013. The budget information is therefore ona
comparable basis to the actual amounts,

The comparable information includes the following:

* the approved and final budget amounts:
* actual amounts and final budget amounts:

Explanations for differences between the approved and final budget are included in the
Statement of Comparison of Budget and Actual Amounts,

Explanations for material differences between the final budget amounts and actual amounts
are included the Statement of Comparison of Budget and Actual Amounts.

The disclosure of comparative information in respect of the previous period is not required in
terms of GRAP 24 Ng amendments or disclosure requirements in terms of GRAP 3
(Revised — March 2012) has been made.

1.9 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE

The following GRAP standards have been issued but are not yet effective and have not
been early adopted by the Municipality

&anﬁarﬂ | Description - o Effective Date |
GRAP 6 Consolidated and Separate Financial | Unknown

(Revised - Nov 2010 Statements

The objective of this Standard is to prescribe the | |
| circumstances in which consolidated ang separate |
financial statements are to be prepared and the
| information fo be included in those financial
| statements so  that (he consolidated  financial
statements reflect the financial performance, financial
| Position and cash flows of an BConomic entity as a
| single entity. | |

| No significant Impact is expected as the Municipality
| does not have any entities at this stage to be‘
| consolidated. | |

' GRAP 7 ' Investments in Associate | 1 April 2013

(Revised — Mar 2012) This Standard prescribes the accounting treatment |
| for investments in associates where the investment in
| the associate leads to the holding of an ownership |
interest in the form of a shareholding or other form of |
interest in the net assets | |

| |
No significant impact is expected as the Municipality
does have any interest in associates, ‘

b . | .. S U

PAGE 13



TSOLWANA MUNICT PALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

GRAP 8 ! Interest in Joint Ventures | Unknown
(Revised ~ Noy 2010) | The objective of this Standard is to prescribe the |
accounting treatment of Jointly controlled operations, |
jointly controlled assets and jointly controlled entities |
and to provide alternatives for the recognition of
| interests in jointly controlled entities.
| No significant impact is expected as the Municipality
l_ | I8 not involved in any joint ventures J
| GRAP 18 | Segment Reporting Unknown

| (Original - Feb 201 1) | The objective of this Standard is to establish
principles  for reporting financial information by
| segments, |
|
| No significant impact is expected as information to a | |
large extent is already included in the appendices to
the financial statements which do not form part of the |
audited financial statemeants, ]
GRAP 20 Related Party Disclosure Unknown |

|

|

{Original - June 2011) | The objective of this Standard I8 to ensure that g

| Municipaiity's financial statements contains  the

| | disclosures necessary to draw attention to the

| | Possibility that its financial position and surplus or

deficit may have been affected by the existence of

| related parties and by transactions and outstanding |
| balances with such parties,

i The Municipality resolved to adopt the dis:rosura|
| requirements ss Per GRAP 20. The information is | |

| therefore included in the financial statements.
, —_ i C R L T
GRAP 105 | Transfer of Functions Between Entities t.lndor| Unknown

|
(Original -~ Nov 2010) | Common Control |
The objective of this Standard is to establish
| accounting principles for the acquirer and transferor |
| in a transfer of functions between entities under|
| | commaon control, |

| ' No significant impact expected as no auch|
| ransactions or events are expected in tha|
foreseeable future.

GRAP 106 || Transfer of Functions Between Entities Not Unknown
(Original — Nov 2010) | Under Common Control
The objective of this Standard is 1o establish
| @ccounting principles for the acquirer in a transfer of
functions between entities not under common
| contral.

No significant impact expected as no  such

transactions or events are expected in the
I"—-—-—-—_.__-—-—-_._._—-—-_____E—._._,__J__._ .
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TSOLWANA MUNICIPALS TY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 20 13

—

| foreseeable future. |

GRAP 107 | Mergers

]

i - |

Unknown

(Original - Nov 2010) | The objective of this Standard is to establish |

IGRAP 11 | Consolidation - Special Purpose Entities (SPE) Unknown /
| The objective of this Interpretation of the Standard is |

IGRAP 12

does not have any JCE's at this stage. o I

accounting principles for the combined entity and |
| combining entities in a mearger,

No significant impact expected as no such|
transactions or events are expected in the|
foreseeable future.

to prescribe under what circumstances an entity
| should consolidate 3 SPE.

| No significant impact is expected as the Municipality |
does not have any SPE's at this stage.

|

| contributions

| The objective of this Interpretation of the Standard is |
| to prescribe the treatment of profitioss when an |
| @sset is sold or contributed by the venturer to a|
| Jointly Controlled Entity (JCE).

| No significant impact is expected as tha Municipality |

Jointly  Controlled  Entities nn_n-manetaryr | Unknown

/

/I

]

These standards, amendments and interpretations will not have a significant impact on

the Municipality onge implemented

1.10 RESERVES

1.10.1 Capital Replacement Reserve (CRR)

In order to finance the provision of infrastructure ang other items of property, plant and
equipment from internal sources, amounts are transferred from the accumulated surplus/
to the CRR based on Management descression. The cash in the CRR can only be
utilized to finance items of Property, plant and equipment. The CRR is reduced and the
accumulated surplus is credited by a corresponding amount when the amounts in the

CRR are utilized.

1.11 LEASES

1.11.1 Hunfr:.fpamy a5 Lessee

Leases are classifisd as finance leases where substantially all the risks and rewards
associated with awnership of an asset are transferred to the Municipality, Property, plant
and equipment or intangible assets {excluding licensing agreements for such items as
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TSOLWANA MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

1.11.2

1.12,

motion picture films, video recordings, plays, manuscripts, patents and copyrights)
subject to finance lease agreements are initially recognised at the lower of the asset’s fair
value and the present value of the minimum lease payments. The corresponding
liabilities are Initially recognised at the inception of the lease and are measured as the
sum of the minimum lease payments due in terms of the lease agreement. discounted for
the effect of interest. |In discounting the lease payments, the Municipality uses the
interest rate that exactly discounts the legse Payments and unguarantesd residual value
to the fair value of the asset Plus any direct costs incurred

Subsequent to initial recognition, the leased assats are accounted for in accordance with
the stated accounting policies applicable to property, plant and equipment, investment
property or intangibles assets. The lease liability is reduced by the lease payments,
which are allocated between the lease finance cost and the capital repayment using the
effective interest rate method. Lease finance costs are expensed when incurred, The
accounting policies relating to de-recognition of financial instruments are applied to lease
payables.

Operating leases are those leases that do not fall within the scope of the above definition,
Operating lease rentals are recognised on a straight-line basis over the term of the
relevant lease. The difference between the straight-lined expenses and actual payments
made will give rise to a liability, The Municipality recognises the aggregate benefit of
incentives as a reduction of rental expense over the lease term on a8 straight-line basis
unless another systematic basis is representative of the time pattern of the lesses's
benefit from the use of the leased assat.

Municipality as Lessor

Under a finance lease, the Municipality recognises the lease payments to be received in
terms of a lease agreement as an asset (receivable). The receivable is calculated as the
sum of all the minimum lease payments to be received, plus any unguaranteed residual
accruing to the Municipality, discounted at the interest rate implicit in the leasa, The
receivable is reduced by the capital portion of the lease instaiments received, with the
interest portion being recognised as interest revenue on a time propartionate basis. The
accounting policies relating fo de-recognition and impairment of financial instruments are
applied to lease receivables.

Operating leases are those leases that do not fall within the scope of the above definition.
Operating lease fevenue is recognised on a straight-line basis over the term of the
relevant lease. The difference between the straight-lined revenue and actual payments
received will give rise to an assel. The Municipality recognises the aggregate cost of
incentives as a reduction of rental revenue over the lease term, on.a straight-line basis
uniess another systematic basis is representative of the time pattern over which the
benefit of the leased asset is diminished.

UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS

Conditional government grants are subject to specific conditions.  If these specific
conditions are not met, the monies received are repayable.

Unspent conditional grants are liabilities that are separately reflected an tha Statement of
Financial Position. They represent unspent government grants, subsidies and
contributions from government organs. Unspent conditional grant are not considered to
be financial instruments as there are no contractua arrangements as required per GRAP
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TSOLWANA MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

1.14,

met, the remaining portion of the unspent condiional grant is reclassified as payables.
which is considered to be a financial instrument,

This liability always has to be cash-backed. The following provisions are set for the
Creation and utilisation of this creditor:

*  Unspent conditional grants are recognised as liability when the grant is received.

*  When grant conditions are met an amount equal to the conditions met are
transferred to revenue in the Statement of Financial Performance.

* The cash which backs up the creditor is invested as individual investment or part of
the general investments of the Municipality until it is utilised.

* Interest earned on the investment is treated in accordance with grant conditions. |f
it is payable to the funder it is recorded as part of the creditor. If it is the
Municipality's interest, it is recognised as interest earned in the Statement of
Financial Performance.

UNPAID CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS

Unpaid conditional grants are assets in terms of the Framework that are separately
reflected on the Statement of Financial Position. The asset Is recognised when the
Municipality has an enforceable right to receive the grant or if it is virtually certain that it
will be received based an that grant conditions have been met. They represent unpaid
government grants, subsidies and contributions from the: public.

UNSPENT PUBLIC CONTRIBUTIONS

Public contributions are subject to specific conditions. If these specific conditions are not
met, the monies received are repayable

Unspent public contributions are liabilities that are Separately reflected on the Statement
of Financial Position. They represent unspent government grants, subsidies and
contributions fram the public. Unspent public contributions are not considered to be
financial instruments as there are no contractual arrangements as required per GRAP
104. Once the public contribution becomes repayable to the donor due to conditions not
met, the remaining portion of tha unspent public contribution js reclassified as payables,
which is considered to be a financial instrument.

This liability always has to be cash-backed. The following provisions are set for the
creation and utilisation of this creditor:

* Unspent public centributions are recognised as a liability when the grant is
received,

* When grant conditions are met an amount equal to the conditions met are
transferred to revenue in the Statement of Financial Performance

*  The cash which backs up the creditor is invested as individual investment or part of
the general investments of the Municipality until it is utilised,
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TSOLWANA MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

115

1.18,

* Interest earned on the investment is treated in accordance with the public
contribution conditions. If it is payable to the funder it is recorded as part of the
creditor. If it is the Municipaiity's interest, it is recognised as interest earned in the
Statement of Financial Performance,

PROVISIONS

Provisions are recognised when the Municipality has a present legal or constructive
obligation as a result of past events, it is probable that an outflow of resource embodying
economic benefits or service potential will be required to settle the obligation and a
reliable estimate of the provision can be made. Provisions are reviewed at reporting date
and adjusted to reflect the current best estimate of future outflows of resources Where
the effect is material, non-current provisions are discounted to their present value using a
discount rate that reflects the market's current assessment of the time value of money,
adjusted for risks specific to the liability.

The Municipality does not recognise a contingent liability or contingent asset A
contingent liability is disclosed unless the probability of an outflow of resources
embodying economic benefits or service potential is remote. A contingent asset is
disclosed where an inflow of economic benefits or service potential is probable,

Future events that may affect the amount required to settle an obligation are reflected in
the amount of a provision where there is sufficiant objective evidence that they will occur,
Gains from the expected disposal of assets are not taken into account in measuring a
provision. Provisions are not recognised for future operating losses. The present
obligation under an onerous contract is recognised and measured as a provision.

A provision for restructuring costs is recognised only when the following criteria over and
above the recognition criteria of a provision have been met:

(a) The Municipality has a detailed formal plan for the restructuring identifying at least:

the business or part of a business concerned:

the principal locations affected,

* the location, function and approximate number of employees who will be
compensated for terminating their services,

the expenditures that will be undertaken: and

when the plan will be implemented.

(8) The Municipality has raised a valid expectation in those affected that it will carry
out the restructuring by starting to implement that plan or announcing its main
features to those affected by it.

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

If it is no lenger probable that an outflow of resources embodying economic benefits or
service potential will be required to settle the obligation, the provision is de-recognised.

EMPLOYEE BENEFITS

Defined contribution plans are post-employment benefit plans under which the
Municipality pays fixed contributions into a separate entity (a fund) and will have no legal
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TSOLWANA MUNIC, IPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

1.16.1

1.16.2

1.16.3

or constructive obligation to pay further contributions if the fund does not hoid sufficient
assets to pay all employee benefits relating to employee service in the current and prior
periods.

Defined benefit plans are post-employment benefit plans other than defined contnibution
plans,

Post Retirement Medical Obligations

The Municipality provides post-retirement medical benefits by subsidizing the medical aid
contributions of certain retired staff according to the rules of the medical aid funds.
Council pays 60% as contribution and the remaining 40% is paid by the mgmhers. The

of the defined benefit liability is actuarially determined in accordance with GRAP 25 -
‘Employae Banefits” {using a discount rate applicable to high quality government bonds).
The plan is unfunded.

These contributions are recognised in the Statement of Financial Performance when
employees have rendered the service entitling them to the contribution. The liability was
calculated by means of the projected unit credit actuariai valuation method. The liability in
respect of current pensioners js regarded as fully accrued, ang is therefore not split
between a past (or accrued) and future in-service element. The liability is recognised at
the present value of the defined bensfit obligation at tha reporting date, minus the fair
value at the reporting date of plan assets (if any) out of which the obligations are to be
settied directly, plus any liability that may arise as a result of a minimum funding
requirements.  Payments made by the Municipality are set-off against the liability,
including notional interest, resulting from the valuation by the actuaries and are
recognised in the Statement of Financial Performance as employee benefits upon
valuation,

Actuarial gains and losses arising from the experience adjustments and changes in
actuarial assumptions, s recognised in the Statement of Financial Performance in the
period that it oceurs. These obligations are valued annually by independent gualified
actuaries.

Long Service Awards

Long service awards are provided to employees who achieve certain pre-determined
milestones of service within the Municipality. The Municipality's obligation under these
plans is valued by independent qualified actuarias annually and the corresponding fiability
Is raised. Payments are set-off against the liability, including notional interest, resulting
from the valuation by the actuaries and are recognised in the Statement of Financial
Performance as employee benefits upon valuation,

Actuarial gains and losses ansing from the experience adjustments and changes in
actuarial assumptions, is recognised in the Statement of Financial Performance in the

period that it occurs. These obligations are valued annually by independent qualified
actuaries.

Provision for Staff Leave
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

Liabilities for annual leave are recognised as they accrue to employess. The liability is
based on the total amount of leave days due to employees at year-end and also on the
total remuneration package of the employee,

Accumulating leave s carried forward and can be used in future periods if the current
period’s entitlement is not used in full, All unused leave will be paid out to the specific
employee at the end of that employee’s employment term

Accumulated leave is vesting,
1.16.4 Staff Bonuses Accrued

Liabilities for staff bonuses are recognised as they accrue to employees. The liability at
year end is based on bonus accrued at year-end for each employee,

1.16.5 Provision for Performance Bonuses

A provision, in respect of the liability relating to the anticipated costs of performance
bonuses payable to Section 57 employees, js recognised as it accrue to Section 57
employees.  Municipal entities’ performance bonus provisions are based on the
employment contract stipulations as well as previous performance bonus payment
trends.

1.16.6 Pension and retirement fund obligations

The Municipality provides retirement benefits for jts employees and councillors. Dafined
contribution plans are Post-employment benefit plans under which the Municipality pays

the Statement of Financial Performance in the year they become payable The defined
benefit funds, which are administered on 3 provincial basis, ara actuarially valued tri-
annually on the projected unit credit method basis. Deficits identified are recovered
through lump sum payments or increased future contributions on a proportional basis to
all participating municipalities, The contributions and lump sum payments are recognised
in the Statement of Financial Performance in the year they become payable. Sufficient
information is not available to use defined benefit accounting for a multi-employer plan.
As a result, defined benefit plans have been accounted for as if they were defined
contribution plans,

1.16.7 Other Short-term Employee Benefits

When an employee has rendered service to the Municipality during a reporting period,
the Municipality recognises the undiscounted amount of short-term employee benefits
expected to be paid in exchange for that service:

* as a liability (sccrued expense), after deducting any amount already paid. If the
amount already paid exceeds the undiscounted amount of the benefits, the
Municipality recognises that excess as an asset (prepaid expense) to the extent
that the prepayment will lead to, for example, a reduction in future payments or a
cash refund: and
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TSOLWANA MUNICIPALL TY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

*  8s an expense, unless another Standard requires or permits the inclusion of the
benefits in the cost of an asset,

1.17 PROPERTY, PLANT AND EQUIPMENT

1.17.1 Initial Recognition

1.17.2

1.17.3

Property, plant and equipment are tangible non-current assets {including infrastructure
assets) that are held for use in the production or supply of goods or services rental to
others, or for administrative purposes, and are expected to be used during more than one
year. The cost of an item of property, plant and equipment is recognised as an asset i
and only if it is probable that future economic benefits or service potential associated with
the item will flow to the Municipality, and the cost or fair value of the item can be
measured reliably. [ltems of Property, plant and equipment are initially recognised as
assels on acquisition date and are initially recorded at cost The cost of an item of
property, plant and equipment is the purchase price and other costs attributable to bring
the asset to the location and condition necessary for it to be capable of aperating in the
manner intended by the Municipality. Trade discounts and rebates are deducted in
arriving at the cost. The tost also includes the necessary costs of dismantling and
removing the asset and restoring the site on which it is located.

useful lives, they are accounted for as separate items (major components) of property,
plant and equipment.

Where an asset is acquired by the Municipality for no or nominal consideration (Le a
non-exchange transaction), the cost Is deemed to be equal to the fair value of that asset
an the date acquired

Where an item of preperty, plant and equipment is acquired in exchange for a non-
monetary asset or monetary assets, or a combination of manetary and non-monetary
assets, the assaets acquired is initially measured at fair value (the cost) It the acquired
item's fair value is naot determinable, it's deemed cost is the carrying amount of the
asset(s) given up.

Msjor spare parts ang senvicing equipment qualify as property, plant and equipment when
the Municipality expects to use them during more than one period. Similarly, if the major
Spare parts and Servicing equipment can be used only in connection with an item of
Property, plant and equipment. they are accounted for as property, plant and equipment,

Subsequent Measurement Cost Model
Subsequent to initial recognition, items of Property, plant and equipment are measured at
cost less accumulated depreciation and any accumulated impairment losses Land is not
depreciated as it is deemed to have an indefinite useful life.

Where the Municipality replaces parts of an asset it derecognises the part of the aszet
being replaced and capitalises the new component. Subsequent expenditure incurred on
an asset is capitalised when it increases the Capacity or future economic benefits or
service potential associsted with the asset

Depreciation and Impairment
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

1.17.4

1.17.5

Depreciation is calculated on the depreciable amount, using the straight-line method over
the estimated useful lives of the assets Depreciation of an assel begins when it is
available for use, i.e. when it is in the location and condition necessary for it to be
capable of operating in the manner intended by management. Components of assets that
are significant in relation to the whele asset and that have different useful lives are
depreciated separately. The estimated usefy| lives, residual values and depreciation
method are reviewed at each year end, with the effect of any changes in estimate
accounted for on a prospective basis. The annual depreciation rates are based en the
following estimated useful lives:

Years Years
In!raﬂrugtug Other
Roads and Paving 70-30 Buildings 30-100
Pedestrian Malls 30 Specialist vehicles 10-20
Electricity 20-30 Other vehicles 5-15
Water 15-20 Office equipment 3-20
Sewerage 15-20 Furniture and fittings 7-20
Communi Specialised plant and
Buildings 30 - 100 Equipment 3-15
Recreational Facilities 20-100 Other plant and
Security 5 Equipment 2-5
Halls 20-100 Landfill sites 15
Libraries 20-100 Quarries 25
Parks and gardens 15-20 Emergency equipment 10
Other assets 15-20 Computer equipment 3-8
Finance lease ass
Office equipment 3-5
Other assets o

Property, plant and equipment are reviewed at each reporting date for any indication of
impairment. |If any such indication exists, the asset's recoverable amount s estimated.
The impairment recognised in the Statement of Financial Performance is the excess of
the carrying value over the recoverable amount,

An impairment is reversed only to the extent that the asset's carrying amount does not
exceed the carrying amount that would have been determined had no impairment been
recognised. A reversal of an impairment is recognised in the Statement of Financia|
Performance,

De-recognition

tems of Property, plant and equipment are derecognised when the assel is disposed or
when there are no further economic benefits or service potential expected from the use of
the asset. The gain or loss arising on the dispasal or retirement of an item of property,
plant and equipment is determined as the difference between the sales proceeds and the
carrying value and is recognised in the Statement of Financial Performance.

Land and buildings and Other Assets - application of deemed cost (Directive 7)
The Municipality opted to take advantage of the transitional provisions as contained in
Directive 7 of the Accounting Standards Board, issued in December 2008 The

Municipality applied deemed cost where the acquisition cost of an asset could not be
determined. For Land and Buildings the fair value as determined by a valuator was used
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1.18

1.18.1

1.18.2

1.18.3

in order to determine the deemed cost as on 1 July 2008. For Other Assets the
depreciation cost method was used to establish the desmed cost as on 1 July 2008.

INTANGIBLE ASSETS

Initial Recognition

An intangible asset is an identifiable nen-monetary asset without physical substance.
An asset meets the identifiability criterion in the definition of an intangible asset when it:

* I8 separable, i.e. is capable of being separated or divided from the Municipality and
sold, transferred, licensed, rented or exchanged, either individually or together with
a related contract, identifiable asset or liability, regardless of whether the
Municipality intends to do so: or

» arises from binding arrangements from contracts. regardless of whether those
rights are transferable or separable from the Municipality or from other rights and
obligations.

The Municipality recognises an intangible asset in its Statement of Financial Position only
when it is probable that the expected future economic benefits or service potential that
are attributable to the asset will flow to the Municipality and the cost or fair value of the
asset can be measured reliably,

Internally generated intangible assets are subject to strict recognition criteria before they
are capitalised. Research expenditure is never capitalised. while development
expenditure is only capitalised to the extent that

the Municipality intends to complete the intangible asset for use or sale:

it is technically feasible to complete the intangible asset:

the Municipality has the resources to complete the project;

it is probable that the municipality will receive future economic benefits or service
potential; and

¢  the Municipality can measure reliably the expenditure attributable 1o the intangible
asset duning its development.

Intangible assets are initially recognised at cost

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

Subsequent Measurement — Cost Model

Intangible assets are subsequently carried at cost less accumulated amortisation and any
accumulated impairments losses. The cost of an intangible asset is amortised over the
useful life where that useful life is finite. Where the useful life is indefinite, the asset is not
amartised but is subject to an annual impairment test.

Amortisation and Impairment
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1.18.4

1.18.5

1.18.

1.19.17

Amortisation is charged so as to write off the cost or valuation of intangible assets over its
estimated useful lives using the straight line methog, Amortisation of an asset begins
when it is available for use. j e when it is in the condition necessary for it to be capable of
operating in the manner intended by management. Components of assets that are
significant in relation to the whole asset and that have different useful lives are amortised
separately. The estimated usefyl lives, residual values and amortisation method are
reviewed at each year end, with the effect of any changes in estimate accounted for on g
prospective basis.  The annual amortisation rates are based on the following estimated
useful lives:

Inta ngible Assets Years

Computer Software 5
Computer Software Licenses 5
De-recognition

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

Application of deemed cost (Directive 7)

The Municipality opted to take advantage of the transitional provisions as contained in
Directive 7 of the Accounting Standards Board, issued in December 2009. The
Municipality applied deemed cost where the acquisition cost of an asset could not be
determined. For Intangible Assets the depreciated replacement cost method was used
to establish the deemed cost as on 1 July 2008,

INVESTMENT PROPERTY
Initial Recognition
Investment Property is recognised as an asset when, and only when:

* it is probable that the future economic benefits or service potential that are
associated with the investment property will flow to the Municipality, and
* the cost or fair value of the investment property can be measured reliably.

Investment property includes property (land or 3 building, or part of g building, or both
fand and buildings held under a finance lease) heid to eam rentals and/or for capital
appreciation, rather than held to meet service delivery objectives, the production or
supply of goods or services. or the sale of an asset in the ordinary course of operations
Property with a currently undetermined use. is also classified as investment property.

At initial recognition, the Municipality measures investrent property at cost including
transaction costs once it meets the definition of investment property. However, where an
investment Property was acquired through a non-exchange transaction (i.e. where it
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1.79.2

1.19.3

1.19.4

1.19.5

1.20.

1.20.1

acquired the investment property for no or a nominal value), its cost is its fair value as at
the date of acquisition. The cost of self-constructed investment property is measured at
cost,

Transfers are made to or from investment property only when there is a change in use.
For a transfer from investment property to owner occupied property, the deemed cost for
subsequent accounting is the fair value at the date of change in use. If owner occupied
property becomes an investment property, the Municipality accounts for such property in
accordance with the policy stated under property, plant and equipment up to the date of
change in use.

Subsequent Measurement — Cost Mode/

Subseguent to initial recognition, items of investment property are measured at cost less
accumulated depreciation and any accumulated impairment losses Land s not
depreciated as it is deemed to have an indefinite useful life.

Depreciation and Impairment — Cost Mode/

Depreciation is calculated on the depreciable amount, using the straight-line method over
the estimated useful lives of the assets. Depreciation of an asset begins when it is
available for use, ie when it 18 in the location and condition necessary for it to be
capable of operaling in the manner intended by management. Components of assets that
are significant in relation to the whole asset and that have different useful lives are
depreciated Separately. The estimated useful lives, residual values and depreciation
method are reviewed at each year end, with the effect of any changes in estimate
accounted for on a prospective basis.

Investment Pro Years
Buildings 100
De-recognition

Investment property is derecognised when it is disposed or when there are no further
economic benefits expected from the use of the investment property. The gain or loss
arising on the disposal or retirement of an item of investment property is determined as
the difference between the sales Proceeds and the carrying value and is recognised in
the Statement of Financial Performance.

Application of deemed cost - Directive 7

The Municipality opted to take advantage of the transitional provisions as contained in
Directive 7 of the Accounting Standards Board, issued in December 2009 The
Municipality applied deemed cost where the acquisition cost of an asset could not be
determined. The fair value as determined by a valuator was used in order to determine
the deemed cost as on 1 July 2008

NON-CURRENT ASSETS HELD FOR SALE

Initial Recognition

Non-current assets and disposal groups are classified as held for sale if their carrying
amount will be recovered through a sale transaction rather than through continuing use.
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1.20.2

1.21.

1.21.1

This condition is regarded as met only when the sale is highly probable and the asset (or
disposal group) is avallable for immediate sale in its present condition. Management
must be committed to the sale, which should be expected to qualify for recognition as a
completed sale within one year from the date of classification.

Subsequent Measurement

MNon-current assets held for sale (or disposal group) are measured at the lower of carrying
amount and fair value less costs to sell.

A non-current asset is not depreciated (or amortised) while it is classified as held for sale,
or while it is part of a disposal group classified as held for sale

Interest and other expenses attributable to the liabilities of a disposal group classified as
held for sale are recognised in the Statement of Financial Performance.

IMPAIRMENT OF NON-FINANCIAL ASSETS
Cash-generating assets

Cash-generating assets are assets held with the primary objective of generating a
commercial return.

The Municipality assesses at each reporting date whether there is an indication that an
asset may be impaired. If any indication exists. or when annual impairment testing for an
asset is required, the Municipality estimates the asset's recoverable amount,

In assessing whether there is any indication that an asset may be impaired, the
Municipality considers the following indications:

(a) External sources of information

*  During the period, an asset's market value has declined significantly more
than would be expected as a result of the passage of time or normal use.

=  Significant changes with an adverse effect on the Municipality have taken
place during the perind, or will take place in the near future, in the
technological, market, economic or legal environment in which the
Municipality cperates or in the market to which an asset is dedicated.

= Market interest rates or other market rates of return on investments have
increased during the period, and those increases are likely to affect the
discount rate used in calculating an asset's value in use and decrease the
assel’s recoverable amount materially,

(b) Internal sources of information

» Evidence is available of obsolescence or physical damage of an asset.

*  Significant changes with an adverse effect on the Municipality have taken
place during the period, or are expected to take place in the near future, in
the extent to which, or manner in which, an asset is used or is expected to
be used These changes include the asset becoming idle, plans to
discontinue or restructure the operation to which an asset belongs, plans to
dispose of an asset before the previously expected date, and reassessing
the useful life of an asset as finite rather than indefinite

+  Evidence is available from internal reporting that indicates that the economic
performance of an asset is, or will be, worse than expected.
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1.21.2

The re-designation of assets from a cash-generating asset to a non-cash generating
assef or from a non-cash-generating asset to a cash-generating asset shall only ocour
when there is clear evidence that such 3 re-designation is appropriate. A re-designation,
by itself, does not necessarily trigger an impairment test or a reversal of an impairment
loss. Instead, the indication for an impairment test or a reversal of an impairment loss
arises from, as a minimum, the indications listed above.

An asset's recoverable amount is the higher of an asset's or cash-generating unit's
(CGU) fair value less costs to sell and its value in use and is determined for an individual
asset, unless the asset does not generate cash inflows that are largely independent of
those from other assets or groups of assets. Where the carrying amount of an asset or
CGU exceeds its recoverable amount, the asset is considered impaired and is Written
down to its recoverable amount. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the
asset. In determining fair value less costs to sell, an appropriate valuation model is used
Impairment losses are recognised in the Statement of Financial Performance in those
Expense categories consistent with the function of the impaired asset.

After the recognition of an impairment loss, the depreciation (amortisation) charge for the
asset is adjusted in future periods to allocate the asset's revised carrying amount, less its
residual value (if any), on a systematic basis over its remaining useful life

An assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If
such indication exists, the Municipality estimates the asset's or CGU's recoverable
amount. A previously recognised impairment loss is reversed only if there has been 3
change in the assumptions used to determine the asset's recoverable amount since the
last impairment loss was recognised. The reversal is limited so that the carrying amount
of the asset does not exceed its recoverable amount, nor exceed the carrying amount
that would have been determined, net of depreciation, had na impairment loss been
recognised for the assat in prior years. Such reversal is recognised in the Statement of
Financial Performance.

Nan-cash-ganm'aﬁng asseis
Non-cashgeneraﬂng assels are asseis other than cash-generating assets,

The Municipality assesses at each reporting date whether there is an indication that an
asset may be impaired. f any indication exists, or when annual impairment testing for an
asset is required, the Municipality estimates the asset's recoverable service amount,

In assessing whether there is any indication that an asset may be impaired, the
Municipality considers the following indications:

(a) External sources of information

s  Cessation, er near cessation, of the demand or need for services provided
by the asset.

*  Significant long-term changes with an adverse effect on the Municipality
have taken place during the period or will take place in the near future, in the
technological, legal or government policy environment in which the
Municipality operates.

(b) Internal sources of information
*  Evidence is available of physical damage of an asset
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* Significant long-term changes with an adverse effect on the Municipality
have taken place during the period, or are expected to take place in the near
future, in the extent to which, or manner in which, an asset is used or is
expected to be used, These changes include the asset becoming idle, plans
to discontinue or restructure the operation to which an asset belongs, or
plans to dispose of an asset before the previously expected date.

* A decision to halt the construction of the asset before it is complete or in 5
usable condition.

=  Evidence is available from internal reporting that indicates that the senvice
performance of an asset ig, or will be. significantly worse than expected.

An asset's recoverable service amount is the higher of a non-cash-generating asset's fair
value less costs to sell and its value in use. If the recoverable service amount of an asset
is less than its carrying amount, the carrying amount of the asset is reduced to its
recoverable service amount. That reduction is an impairment loss is recognised in the
Statement of Financial Performance.

The value in use of a non-cash-generating asset is the present value of the assel's
remaining service potential. The present value of the remaining service potential of the
asset is determined using any one of the following approaches, depending on the nature
of the asset in question:

*  depreciation replacement cost approach - the present value of the remaining
service potential of an asset is determined as the depreciated replacement cost of
the asset. The replacement cost of an asset is the cost to replace the asset's gross
service potential This cost is depreciated to reflect the asset in its used condition.
An asset may be replaced sither through reproduction (replication) of the existing
asset or through replacement of its gross service potential. The depreciated
replacement cost is measured as the reproduction or replacement cost of the
asset, whichever is lower, less accumulated depreciation calculated on the basis of
such cost, to reflect the already consumed or expired service potential of the asset,

*  resloration cost approach - the cost of restoring the service potential of an asset to
s pre-impaired level Under this approach, the present vaiue of the remaining
service potential of the asset is determined by subtracting the estimated restoration
cost of the asset from the current cost of replacing the remaining service potential
of the asset before impairment The latter cost is usually determined as the
depreciated reproduction or replacement cost of the asset, whichever is lower.

*  service unit approach - the present value of the remaining service potential of the
asset is determined by reducing the current cost of the remaining service potentjal
of the asset before impairment, to conform with the reduced number of service
units expected from the asset in its impaired state. As in the restoration cost
approach, the current cost of replacing the remaining service potential of the asset
before impairment is usually determined as the depreciated reproduction or
replacement cost of the asset before impairment, whichever is lower.

Fair value less costs to sall is the amount obtainable from the sale of an asssat in an arm's
length transaction between knowledgeable, willing parties, less the costs of disposal,

An impairment loss s recognised immediately in surplus or deficit, uniess the asset is
carried at a revalued amount in accordance with ancther Standard of GRAP. Any
impairment loss of a revalued asset shall be trezsted as a revaluation decrease in
accordance with that Standard of GRAP.

PAGE 30



TSOLWANA MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

1.22.

1.22.1

1.22.2

The Municipality assesses at each reporting date whether there is any indication that an
impairment loss recognised in prior periods for an asset may no longer exist or may have
decreased. If any such indication exists, the Municipality estimates the recoverable
service amount of that asset.

An impairment loss recognised in prior periods for an asset is reversed if there has bean
a change in the estimates used to determine the asset's recoverable service amount
since the last impairment loss was recognised. If this is the case, the carrying amount of
the asset is increased to its recoverable service amount The increased carrying amount
of an asset attributable to a reversal of an impairment loss does not exceed the carying
amount that would have been determined (net of depreciation or amortisation) had no
impairment loss been recognised for the asset in prior periods. Such a reversal of an
impairment loss is recognised in the Statement of Financial Performance

INVENTORIES
Initial Recognition

inventories comprise of current assets held for sale, consumption or distribution during
the ordinary course of business. Inventories are recognised as an asset if, and only if, it
is probable that future economic benefits or sarvice potential associated with the item will
flow to the Municipality. and the cost of the inventories can be measured reliably.
Inventories are initially recognised at cost Cost generally refers to the purchase price,
plus nen-recoverable taxes transport costs and any other costs in bringing the
inventories to their current location and condition. Whare inventory is manufactured,
constructed or produced, the cost includes the cost of labour, materials and overheads
used during the manufacturing process,

Water inventory is being measured by multiplying the cost per kilo litre of purified water
by the amount of water in storage.

Where inventory is acquired by the Municipality for no or nominal consideration (ie a
non-exchange transaction), the cost is deemed to be equal to the fair value of the item on
the date acquired.

Subsequent Measurement

Inventories, consisting of consumabie stores, raw materials, work-in-progress  and
finished goods, are valued at the lower of cost and net realisable value unless they are to
be distributed at no or nominal charge, in which case they are measured at the lower of
cost and current replacement cost. Redundant and slow-moving inventories are
identified and written down. Differences arising on the valuation of inventory are
recognised in the Statement of Financial Performance in the year in which they arose,
The amount of any reversal of any write-down of inventories arising from an increase in
net realisable value or current replacement cost is recognised as a reduction in the
amount of inventories recognised as an expense in the period in which the reversal
OCCUrs,

The carrying amount of inventories is recognised as an expense in the period that the
inventory was sold. distributed, written off or consumed, unless that cost qualifies for
capitalisation to the cost of another asset,
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The basis of allocating costito inventory ftems s Tha weighted average method.

Water inventory is measured annually at the reporting date by way of dip readings and
the calculated volume in the distribution network.

1.23. FINANCIAL INSTRUMENTS

Financial instruments recognised on the Statement of Financial Position include
receivables (both from exchange transactions and non-exchange transactions), cash and
cash equivalents, annuity loans and payables (both form exchange and non-exchange
transactions) and non-current investments. The future utilization of Unspent Conditional
Grants is evaluated in order to determine whether it is treated as financial instruments.

1.23.1 Initial Recognition

Financial instruments are initially recognised when the Municipality becomes a party to
the contractual provisions of the instrument at fair vaiye Plus, in the case of a financial
asset or financial liability not at fair value, transaction costs that are directly attributable to
the acquisition or issue of the financial asset or financial liability. 1f finance charges in
respect of financial assets and financial liabilities are significantly different from similar

1.23.2 Subsequent Measurement

Financial agsets are categorised according to their nature as either financial assets at fair
value, financial assets at amortised cost or financial assets at cost. Financial liabilities
are categorised as either at fair valye or financial liabilities carried at amortised cost. The
subsequent measurement of financial assets and liahilities depends on this
categorisation.

1.23.2:1 Receivables

Receivables are classified as financial assels at amortised cost, and are
subsequently measured at amortised cost using the effective interest rate method.

For amounts due from debtors carried at amortised cost, the Municipality first
assesses whether objective evidence of impairment exists individually for financial
assets that are individually significant, or collectively for financial assets that are not
individually significant. Cbjective evidence of impairment includes significant
financial difficulties of the debtor, probability that the debtor will enter bankruptcy or
financial reorganisation and default or delinguency in payments (more than 90 days
overdue). If the Municipality determines that no objective evidence of impairment
exists for an individually assessed financial asset, whether significant or not it
includes the asset in g group of financial assets with similar credit risk characteristics
and collectively assesses them for impairment. Assets that are individually assessed
for impairment and for which an impairment loss is, or continues to be, recognised
are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss has been incurred, the amount

of the loss is measured as the difference between the assetl's carrying amount and
the present value of estimated future cash flows (excluding future expected credit
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losses that have not yet been incurred). The carrying amount of the asset is reduced
through the use of an allowance account and the amount of the loss is recognised in
the Statement of Financial Performance. Interest income continues to be accrued on
the reduced carrying amount based on the original effective interest rate of the
asset, Loans together with the associated allowance are written off when there is no
realistic prospect of future recavery and all collateral has been realised or has been
transferred to the municipality. If. in a subsequent year, the amount of the estimated
impairment loss increases or decreases because of an event occurring after the
impairment was recognised, the previously recognised impairment loss is increased
or reduced by adjusting the allowance account. If a future write-off is later recovered.
the recovery is recognised in the Statement of Financial Performance.

The present value of the estimated future cash flows is discounted at the financial
asset's original effective intarest rate, if material. If a loan has a variable interest rate,
the discount rate for measuring any impairment loss is the current sffective interest
rate.

1.23.22 avables a nnuity L

Financial liabilities consist of payables and annuity loans. They are categorised as
financial liabilities held at amortised cost, and are initially recognised at fair value
and subsequently measured at amortised cost using an effective interest rate, which
is the initial carrying amount, less repayments, plus interest.

12323 Cash an h Equivalents

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

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank
overdraft are expensed as incurred. Amounts owing in respect of bank overdrafis
are categorised as financial liabilities carried at amortised cost.

1.23.24 1= i v nts

Investments which include investments in municipal entities and fixed deposits
invested in registered commercial banks, are stated at amortised cost.

Where investments have been impaired, the carrying value is adjusted by the
impairment loss, which is recognised as an expense in the Statement of Finarcial
Performance in the period that the impairment is identified.

On disposal of an investment, the difference between the net disposal proceeds and
the carrying amount is recognised in the Statement of Financial Performance.

The carrying amounts of such investments are reduced to recognise any decling,
other than a temporary decline, in the value of individual investments.

1.23.3 De-recognition of Financial Instruments
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1.23.31 Financial els

Afinancial asset (or, where applicable a part of a financial asset or part of 2 group of
similar financial assets) is derecognised when:

the rights to receive cash flows from the asset have expired; or

the Municipality has transferred its rights to receive cash flows from the asset
or has assumed an obligation to pay the received cash flows in full without
material delay to a third party under & ‘pass-through'’ arrangement; and either
{a) the Municipality has transferred substantially all the risks and rewards of
the asset, or (b) the Municipality has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred
contral of the asset.

When the Municipality has transferred its rights to receive cash flows from an asset
or has entered into a pass-through arrangement, and has neither transferred nor
retained substantially all the risks and rewards of the asset nor transferred contral of
the asset, the old asset is derecognised and a new asseat is recognised to the extent
of the Municipality's continuing involvement in the asset.

Continuing involvement that takes the form of a guarantee over the transferred asset
is measured at the lower of the original carrying amount of the asset and the
maximum amount of consideration that the Municipality could be required to repay.

When continuing involvement takes the form of a written and/or purchased option
(including a cash settled option or similar provision) on the transferred asset the
extent of the Municipality’s continuing involvement is the amount of the transferred
asset that the Municipality may repurchase, except that in the case of a written put
option (including a cash settled option or similar provision) on an asset measured at
fair value, the extent of the Municipality's continuing involvement is limited to the
lower of the fair value of the transferred asset and the option exercise price.

12332 Financial Liabilities

A financial liability is derecognised when the obligation under the liability is
discharged or cancelled or expires.

When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a de-recognition of the
original liability and the recognition of a new liability, and the difference in the
respective carrying amounts is recognised in the Statement of Financial
Performance.

1.23.4 Offsetting of Financial Instruments
Financial assets and financial liabilities are offset and the net amount reported in the
Statement of Financial Position if, and only if, there is & currently enforceable legal right

to offset the recognised amounts and there is an intention to settle on a net basis, or to
realise the assets and settle the liabilities simultaneously

1.24. REVENUE
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1.24.1 Revenue from Non-Exchange Transactions

Revenue from non-exchange transactions refers to transactions where the Municipality
received revenue from another entity without directly giving approximately equal valug in
exchange. Revenue from non-exchange transactions is generally recognised to the
extent that the related receipt or receivable qualifies for recognition g5 an asset and there
is no liability to repay the amount.

Grants, transfers and donations received or receivable are recognised when the
resources that have been transferred, mest the criteria for recognition as an asset. A
corresponding liability is recognised to the extent that the grant, transfer or donation is
conditional. The liability is transferred to revenue as and when the conditions attached to
the grant are met. Grants without any conditions attached are recognised as revenue
when the asset is recognised,

Revenue from property rates is recognised when the legal entittement to this revenue
arises. At the time of initial recognition the full amount of revenue is recognisad, If the
Municipality does not enforce its obligation to collect the revenue, this would be
considered as a subseguent event. Collection charges are recognised when such
amounts are legally enforceable. Rebates and discounts are offset against the related
revenue, in terms of iGRAP 1, as there is no intention of collecting this revenue

Penalty interest on unpaid rates is recognised on a fime proportionate basis as an
exchange transaction.

Revenue from spot fines and summonses is recognised based on an estimation of future
collections of fines issued based on prior period trends and collection percentages.

Revenue from public contributions and donations is recognised when all conditions
associated with the contribution have been met or where the contribution is to finance
property, plant and equipment, when such items of property, plant and equipment
qualifies for recognition and first becomes available for use by the Municipality. Where
public: contributions have been received, but the Municipality has not met the related
conditions, it is recognised as an unspent public contribution (liability).

Revenue from third parties i.e. insurance payments for assets impaired, are recognised
when it can be measured reliably and is not being offset against the related expenses of
repairs or renewals of the impaired assets.

Contributed property, plant and equipment is recognised when such items of property,
plant and equipment qualifies for recognition and become available for use by the
Municipality.

All unclaimed deposits are initially recegnised as a liability until 12 months expires, when
all unclaimed deposits into the Municipality's bank account will be treated as revenue.
Historical patterns have indicated that minimal unidentified deposits are reclaimed after a
period of twelve months. This assessment is performed annually at 30 June. Therefore
the substance of these transactions indicate that even though the prescription period for
unclaimed monies is legally three years, it is reasonable to recognised all unclaimed
monies older than twelve months as revenue.  Although uncleimed deposits are
recognised as revenue after 12 months, the Municipality still keep record of these
unclaimed deposits for three years in the event that a party should submit a claim after 12
maonths, in which case it will be expensed.
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1.24.2

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

Revenue is measured at the fair value of the consideration received or receivable.

When, as a result of a non-exchange transaction, a Municipality recognises an asset, it
also recognises revenue equivalent to the amount of the asset measured at its fair value
as at the date of acquisition, unless it is also required to recognise a liability. Where a
liability is required to be recognised it will be measured as the best estimate of the
amount required to settie the present obligation at the reporting date, and the amount of
the increase in net assets, if any, recognised as revenue. When a liability is subsequently
reduced, because the taxable event occurs or a condition is satisfied, the amount of the
reduction in the liability will be recognised as revenue.

Revenue from Exchange Transactions

Revenue from exchange transactions refers to revenue that accrued to the Municipality
directly in return for services rendered or goods sold, the value of which approximates the
consideration received or receivable.

Revenue from the sale of goods is recognised when all the following conditions have
been satisfied:

*»  The Municipality has transferred to the purchaser the significant risks and rewards
of ownership of the goods.

*  The Municipality retains neither continuing managerial involvement to the degree
usually associated with ownership nor effective contro! over the goods sold,

¢  The amount of revenue can be measured reliably

* It is probable that the economic benefits or service potential associated with the
transaction will flow to the Municipality.

*  The costs incurred or to be incurred in respect of the transaction can be measured
reiiably.

At the time of initial recognition the full amount of revenue is recognised where the
Municipality has an enforceable legal obligation to collect, unless the individual
collectability is considered to be improbable. If the Municipality does not successfully
enforce its obligation to coliect the revenue this would be considerad a subseguent event,

Service charges relating to electricity and water are based on consumption and a basic
charge as per Council resolution. Meters are read on a monthly basis and are
recognised as revenue when invoiced. Where the Municipality was unable to take the
actual month's reading of certain consumers, a provisional estimate of consumption for
that month will be created. . The provisional estimatas of consumption are recognised as
revenue when invoiced. Adjustments to provisional estimates of consumption are made
in the invoicing period in which meters have been read. These adjustments are
recognised as revenue in the invoicing period.

Revenue from the sale of electricity prepaid meter cards is recognised at the point of
sale.
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Service charges relating to refuse removal are recognised on a monthly basis in arrears
by applying the approved tariff to each property that has improvements, Tariffs are
determined per category of property usage, and are levied monthly based on the
recorded number of refuse points per property.

Service charges relating to sanitation (sewerage) are recognised on a monthly basis in
arrears by applying the approved tariff to each property that has improvements. Service
charges based on a basic charge as per Council resolution.

Interest revenue is recognised using the effective interest rate method.

Revenue from the rental of facilities and equipment is recognised on a straight-line basis
over the term of the lease agreement.

Revenue arising from the application of the approved tariff of charges is recognised when
the relevant service is rendered by applying the relevant tariff. This includes the Issuing
of licences and parmits.

Revenue from the sale of goods is recognised when substantially all the risks and
rewards in those goods are passed to the congumer.

Revenue arising out of situations where the Municipality acts as an agent on behalf of
another entity (the principal) is limited to the amount of any fee or commission payable to
the municipality as compensation for executing the agreed services,

Revenue is measured at the fair value of the consideration received or receivabls

The amount of revenue arising on a transaction is usually determined by agreement
between the Municipality and the purchaser or user of the asset or service. It is measured
at the fair value of the consideration received or receivable taking into account the
amount of any frade discounts and volume rebates allowed by the Municipality.

In most cases, the consideration is in the form of cash or cash gquivalents and the
amount of revenue is the amount of cash or cash equivalents received or receivable.
However, when the inflow of cash or cash equivalents is deferred. the fair value of the
consideration may be less than the nominal amount of cash received or receivable. When
the arrangement effectively constitutes a financing transaction, the fair value of the
consideration is determined by discounting all future receipts using an imputed rate of
interest. The imputed rate of interest is the more clearly determinable of sither

=  The prevailing rate for a similar instrument of an issuer with a similar credit rating,
*  Arate of interest that discounts the nominal amount of the instrument to the current
cash sales price of the goods or services.

The difference between the fair value and the nominal amount of the consideration is
recognised as interest revenue.

When goods or services are exchanged or swapped for goods or services which are of a
similar nature and value, the exchange is not regarded as a transaction that generates
revenue When goods are sold or services are rendered in exchange for dissimilar goods
or services, the exchange is regarded as z transaction that generates revenue. The
revenue is measured at the fair value of the goods or services received, adjusted by the
amount of any cash or cash equivalents transferred When the fair value of the goods or
services received cannot be measured reliably, the revenue is measured at the fair value

PAGE 37



TSOLWANA MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

of the goods or services given up, adjusted by the amount of any cash or cash
equivalents transferred.

1.25. RELATED PARTIES

The Municipality resclved to adopt the disclosure requirements as per GRAP 20 -
"Related Party Disclosures”.

A related party is a person or an entity:

+ with the ability to control or jointly control the other party,
»  or exercise significant influence over the other party, or vice versa,
=  oran entity that is subject to common control, or joint control.

The following are regarded as related parties of the Municipality:

(a) A person or a close member of that person's family is related to the Municipality if
that person:

= has control or joint control over the Municipality.

* has significant influence over the Municipalities. Significant influence is the
power to participate in the financial and operating policy decisions of the
Municipality.

« is a member of the management of the Municipality or its controlling entity.

(b) An entity is related to the Municipality if any of the following conditions apply:

* the entity is a member of the same aconomic entity (which means that each
controlling entity, controlled entity and fellow controlled entity is related to the
others).

= one entity is an associate or joint venture of the other entity (or an associate
or joint venture of a member of an economic entity of which the other entity is
a member).

* both entities are joint ventures of the same third party.

* one entity is a joint venture of a third entity and the other entity is an
associate of the third entity.

« the entity is a post-employment benefit plan for the benefit of employees of
either the Municipality or an entity related to the Municipality. If the reporting
entity is itself such a plan, the sponsoring employers are related to the entity.

» the entity is controlled or jointly controlled by a person identified in (a).

= a person identified in (a) has significant influence over that entity or is a
member of the management of that entity (or its controlling entity).

Close members of the family of a person are those family members who may be
expected to influence, or be influenced by that person in their dealings with the
Municipality. A person is considered to be a close member of the family of another
person if they:

(a) are married or live together in a relationship similar to a marriage; or

(b) are separated by no more than two degrees of natural or legal consanguinity or
affinity.
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1.26.

1.27.

~ Management (formerly known as "Key Management’) includes all persons having the

authority and responsibility for planning, directing and controlling the activities of the
Municipality, including:

(a) all members of the governing body of the Municipality;

(b) a member of the governing body of an economic entity who has the authority and
responsibility for planning, directing and controlling the activities of the Municipality;

{c} any key advisors of a member, or sub-committees, of the governing body who has
the authority and responsibility for planning, directing and controlling the activities
of the Municipality; and

(d) the senior management team of the Municipality, including the chief executive
officer or permanent head of the Municipality, unless already included in (a).

Management personne! include:

(a) All directors or members of the governing body of the Municipality, being the
Executive Mayor, Deputy Mayor, Speaker and members of the Mayoral Committee.

(b) Other persons having the authority and responsibility for planning, directing and
controlling the activities of the reporting Municipality being the Municipal Manager,
Chief Financial Officer an all other managers reporting directly to the Municipal
Manager or as designated by the Municipal Manager

Remuneration of management includes remuneration derived for services provided to the
Municipality in their capacity as members of the management team or employees
Benefits derived directly or indirectly from the Municipality for services in any capacity
other than as an employee or a member of management do not meet the definition of
remuneration. Remuneration of management excludes any consideration provided solely
as a reimbursement for expenditure incurred by those persons for the benefit of the
Municipality.

The Municipality operates in an economic environment currently dominated by entities
directly or indirectly owned by the South African government. As a result of the
Constitutional independence of all three spheres of government in South Africa. only
parties within the same sphere of government will be considered to be related parties.
Only transactions with such parties which are not at arm's length and not on normal
commercial terms are disclosed.

UNAUTHORISED EXPENDITURE

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

IRREGULAR EXPENDITURE

Irregular expenditure is expenditure that is contrary to the Municipal Finance
Management Act (Act No. 56 of 2003), the Municipal Systems Act (Act No. 32 of 2000,
the FPublic Office Bearers Act, and (Act. No. 20 of 1898) or is in contravention of the
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1.28.

1.29.

1.30.

1.30.1

1.30.2

Municipality's Supply Chain Management Policy. Irregular expenditure excludes
unauthorised expenditure. Irregular expenditure is accounted for as expenditure
(measured at actual cosi incurred) in the Statement of Financial Performance and where
recovered, it is subsequently accounted for as revenue in the Statement of Financial
Performance.

FRUITLESS AND WASTEFUL EXPENDITURE

Fruitless and wasteful expenditure is expenditure that was made in vain and could have
been aveided had reasonable care been exercised. Fruitless and wasteful expenditure is
accounted for as expenditure (measured at actual cost incurred) in the Statement of
Financial Performance and where recovered, it is subsequently accounted for as revenue
in the Statement of Financial Performance.

CONTINGENT LIABILITIES AND CONTINGENT ASSETS

A contingent liability is a possible obligation that arises from past events and whose
existence will be confirmed only by the occurrence or non-occurrence of one or more
uncertain future events not wholly within the control of the Municipality. A contingent
liability could also be a present obligation that arises from past events, but is not
recognised because it is not probable that an outflow of resocurces embodying economic
benefits will be required to the obligation or the amount of the obligation cannot be
measures with sufficient reliability,

The Municipality does not recognise a contingent liability or contingent asset. A
contingent liability is disclosed unless the probability of an outflow of resources
embodying sconomic benefits or service potential is remote. A contingent asset is
disclosed where the inflow of economic benefits or service potential is probable

Management judgement is required when recognising and measuring contingent
liabilities.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

In the process of applying the Municipality's accounting policy, management has made
the following significant accounting judgements, estimates and assumptions, which have
the most significant effect on the amounts recognised in the financial statements:

Post retirement medical obligations, Long service awards and Ex gratia gratuities

The cost of post retirement medical obligations, long service awards and ex-gratia
gratuities are determined using actuarial valuations. The actuarial valuation involves
making assumptions about discount rates, expected rates of return on assets, future
salary increases, mortality rates and future pension increases. Major assumptions used
are disclosed in note 3 of the financial statements. Due to the long-term nature of these
plans, such estimates are subject to significant uncartainty.

Impairment of Recelvables
The calculation in respect of the impairment of debtors is based an an assessment of the

extent to which debtors have defaulted on payments already due, and an assessment of
their ability to make payments based on their creditworthiness.
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1.30.3

1.30.4

Property, Plant and Equipment

The useful lives of property, plant and equipment are based on management's
estimation. Infrastructure’s useful lives are based on technical estimates of the practical
useful lives for the different infrastructure types, given engineering technical knowledge of
the infrastructure types and service requirements. For other assets and buildings
management considers the impact of technology, availability of capital funding, service
requirements and required return on assets to determine the optimum  useful life
expectation, where appropriate. The estimation of residual values of assets is also based
on management's judgement whether the assets will be sold or used to the end of their
useful lives, and in what condition they will be at that time.

Management referred to the following when making assumptions regarding useful lives
and residual values of property, plant and equipment.

*  The useful life of movable assets was determined using the age of similar assets
available for sale in the active market, Discussions with people within the specific
industry were also held to determine useful lives.

» Local Government Industry Guides was used to assist with the deemed cost and
useful life of infrastructure assets,

= The Municipality referred to buildings in other municipal areas to determine the
useful life of buildings. The Municipality also consulted with engineers to support
the useful life of buildings, with specific reference to the structural design of
buildings,

For deemed cost applied to other assets as per adoption of Directive 7, management
used the depreciation cost method which was based on assumptions about the remaining
duration of the assets.

The cost for depreciated replacement cost was determined by using either one of the
following:

cost of items with a similar nature currently in the Municipality's asset register;
cost of items with a similar nature in other municipalities’ asset registers, given that
the other municipality has the same geographical setting as the Municipality and
that the other municipality's asset register is considered to be accurate:

*  costas supplied by suppliers.

For deemed cost applied to land and buildings as per adoption of Directive 7,
management made use of on independent valuator. The valuator's valuation was based
on assumptions about the market's buying and selling trends and the remaining duration
of the assets.

Intangible Assets

The useful lives of intangible assets are based on management’s estimation
Management considers the impact of technology, availability of capital funding, service
requirements and required return on assets to determine the optimurm  useful life
expectation, where appropriate.

Management referred to the following when making assumptions regarding useful lives of
intangible assets:
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1.30.5

1.30.6

1.30.7

1.30.8

= Reference was made to intangibles used within the Municipality and other
municipalities to determine the useful iife of the assets.

For deemed cost applied to intangible assets as per adoption of Directive 7, management
used the depreciation cost method which was based on assumptions about the remaining
duration of the assets.

Investment Property

The useful lives of investment property are based on managements estimation
Management considers the impact of technology, availability of capital funding, service
requirements and required return on assets to determine the optimum useful life
expectation, where appropriate. The estimation of residual values of assets is also based
on management’s judgement whether the assets will be sold or used to the end of their
economic lives, and in what condition they will be at that time.

Management referred to the following when making assumptions regarding useful lives
and valuation of investment property:

* The Municipality referred to buildings in other municipal areas to determine the
useful life of buildings

*  The Municipality also consulted with professional engineers and qualified valuators
to support the useful life of buildings.

For deemed cost applied to Investment Property as per adoption of Directive 7.
management made use of on independent valuator. The valuator's valuation was based
on assumptions about the market's buying and selling trends and the remaining duration
of the assets.

Pravisions and Contingent Liabilities

Management judgement is required when recognising and measuring provisions and
when measuring contingent liabilities. Provisions are discounted where the time value
effect is material.

Revenue Recognition

Accounting Policy 1.24.1 on Revenue from Non-Exchange Transactions and Accounting
Policy 1.24.2 on Revenue from Exchange Transactions describes the conditions under
which revenue will be recognised by management of the Municipality.

In making their judgement, management considered the detailed criteria for the
recognition of revenue as set out in GRAP 9: Revenue from Exchange Transactions and
GRAP 23 Revenue from Non-Exchange Transactions.). Specifically, whether the
Municipality, when goods are sold, had transferred to the buyer the significant risks and
rewards of ownership of the goods and when services are rendered, whether the service
has been performed. The management of the Municipality is satisfied that recognition of
the revenue in the current year is appropriate.

Provision for Landfill Sites

The provision for rehabilitation of the landfill site is recognised as and when the
environmental liability arises. The provision is calculated by a qualified environmental
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1.30.9

engineer. The provision represents the net present value at the reporting date of the
expected future cash flows to rehabilitate the landfill site. To the extent that the
obligations relate to an asset, it is capitalised as part of the cost of those assets. Any
subsequent changes to an obligation that did not relate to the initial related asset are
recognised in the Statement of Financial Performance

Management referred to the following when making assumptions regarding provisions:

* Professional engineers were utilised to determine the cost of rehabilitation of
landfill sites as well as the remaining useful life of each specific landfill site,

* |Interest rates (investment rate) linked to prime was used to calculate the effect of
time value of money.

Provision for Task Implementation

The provision at 30 June for Task Implementation represents the Municipality's obligation
towards qualifying officials as a result of a new national grading system for municipalities
which came into effect on 1 October 2008. The calculation was based on the difference
between the current basic salary compared to the basic salary as per new TASK grading.
The difference between these two packages was backdated to the implementation date
of the TASK grading system.

1.30.10 Provision for Staff leave

Staff leave is accrued to employees according to collective agreements. Provision is
made for the full cost of accrued leave at reporting date. This provision will be realised as
employees take leave or when employment is terminated.

1.30.11 Provision for Performance bonuses

The provision for performance bonuses represents the best estimate of the obligation at
year end and is based on historic patterns of payment of performance bonuses,
Performance bonuses are subject to an evaluation by Council.

1.30.12 Componentisation of Infrastructure assets

1.31.

1.32,

All infrastructure assets are unbundled into their significant components in order to
depreciate all major components over the expected useful lives. The cost of each
component is estimated based on the current market price of each component,
depreciated for age and condition and recaiculated to cost at the acquisition date if known
or to the date of initially adopting the standards of GRAP

TAXES — VALUE ADDED TAX
Revenue, expenses and assets are recognised net of the amounts of value added tax.
The net amount of Value Added Tax recoverable from, or payable to, the taxation

authority 1s included as part of receivables or payables in the Statement of Financial
Pasition.

CAPITAL COMMITMENTS
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1.33,

Capital commitments disclosed in the financial statements represents the contractual
balance committed to capital projects on reporting date that will be incurred in the period
subsequent to the specific reporting date.

EVENTS AFTER REPORTING DATE

Events after the reporting date are those events, both favourable and unfavourable, that
occur between the reporting date and the date when the financial statemenis are
authorised for issue, Two types of events can be identified:

* those that provide evidence of conditions that existed at the reporting date
(adjusting events after the reporting date); and

e those that are indicative of conditions that arcse after the reporting date (non-
adjusting events after the reporting date).

If non-adjusting events after the reporting date are material, the Municipality discloses the
nature and an estimate of the financial effect.
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013 2012
R R
Prst Retirenent Benefits
Balarce 1 Jul 3340 844 2 623 186
Cardribution for ine yoar 228 507 439 80T
Indgress Cost 283 Tda -
Expandiure for i ymar 1094 544 BT 302)
Acluanal LosedBain) {35 2580 200 083
Total post retiromant benafits 30 June 1 658 85T 3 340 644
hess:  Transfer of Cumrant Partion - Nobs 8 (111 248 (50 Bt
Baiance 30 Junss 3 58T 303 3.248 Tao
Lovig Sevvice Awardy
Balanca 1 Juy 251 aE 243 263
Cantribution for ihe year 48078 To Tz
inbarest Cost 17 S84 -
Expendituns for e year (5872} (8 160
Acluanal Logst Gan) 41 588 3508
Total long service 30 June 184 M9 291 &A1
Lesa:  Tranaber of Curent Poston - Nals & BT 035) {14 538)
Baiance 30 Juna 07 184 oTT A58
Balance 1 Juky 3 632 525 2 41 449
Cortnbution tor e year 277 588 500174
Imerest cost 281253 -
Expandiure for the yesr (100816 (113 562)
Actuarial LossiGamn) a7 303 558
Total employes benofits 30 Juna 4082 8% 3637 528
Lana:  Transter of Curent Pomion - Nale & (188 383 (108470
Balance 30 Juna 3804 433 3 523 D55
EMPLOYEE BENEFITS [CONTINUE]
Popt Retiremant Banefits
The Paost Refiremert Senefit Plan s & defned berets Pz, of which the membars are nada up a3 folows
in-service (amplyea) members 25 24
IN-EBIVICE {Efmployes) non-membars b B3
Conlinuation membars (e.q Retress. widows. DN | 4 3
Total Members 112 80
The Rabiity in respect of past service has bean astimased o be as Spilows.
In-Servics members 2418088 22 7TeT
Cantrualion members 1 262 558 1127 B49
Total Listsilpy 3898 85T 3 340 B4
The kabikty in respect ol periods EOTFmncing pnor 1o the comperstive yaar had Desn
aelimabec as follows.
261 o 2008
R R R
Total Liabiity 2658188 231443 1011 118

The municipatty makes monthly cantribulions Sor heatn Care amangements o tha faliteang medical e
SChEmes:

Baiitas;

L& Haakh o

Samwmed

Page 45



TSOLWANA MUNICIPALITY NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

Sy ciliarial assumptions Lesd
11 Rate of inberest
Dligoouny raba
Hisafth Care Cost infiation Rats
fiet EMaciive Deicourd Rale
i} Mortality rates
Tha PA 80 ultimate tabis, rded dowr by 1 ¥Rar of ge was LEe0 by the achisnies
I} Nowmal retirement age

H has bean essumed the: In-senice mambers wil retre &t Bge 50, which then impicilly sikows for

sxpecizd rabes of early and il-neaith retrernent

The amounts recognisad In the Statoment of Financial Poaition are &% fallows:

Present vakie of fure atligaticns
Toital Liability

The tund = wholy unfurdsd

Tha muricipalfy has slectad 1o recogrics tha ful rcresss in this dafines benefd labilty mmadately as par

IAS 1%, Emplopee Banefits, pacagragh 155 (a3

Reconcifiation of present valur of fund sbligation:
pmmtvuumfwnﬂmmaimmwmdwrw
Total gxpansas

Currert sanice cost

Iriternst Cosl
Benafils Paig

Acluanal {gamsy

Freseri value of fund obligasion at the and of the year
Less:  Transfor of Cument Partion - Mots &
Balance 30 June

memmﬁmﬁnl.ummm

In-sarvice
members
Naibdlity
Assumption (R
Central Assumplions 2418
Tha etfect of mavemants in the sssunplions s as faliows
Innsrvice
members
Hability
Assumption Chango {Rm)
Haadiny care inflation 1% 2849
Haalh came mfiation -1% 2005
Post-retrement monaily -1 yaar 2488
ANETBGE Matiremant Bge =1 yaer 2810
Viihdranwai Rete -50% il
Current-sansica
Caosi
Assumption Changs (R}
Central Assumption 239 500
Haglln cang infalicr 1% 288 700
Healh care milaion 1% 182 600
Past-retrernent maraiily -1 yae 235 300
Awaraga redremant e =1 year 224 500
Withdrarwal Rats -5 276 300

Page 47

2013 2012
L &
B4 0%
7963, TO0M%
1.00% 0.86%
2013 maz2
R R
4887308 3245700
3 58T 209 3 245 TOD
3340 B4 2 B5E 188
3T M2 347 405
228 507 428 w07
283 742 =
[64 D) {87 503
{38 200 300 D53
1808 657 57340 844
{111 348 154 a4
3 BBT 309 3 245 TOD
Cantinuation
MmEnDers
liabilifty Total liakdlity
(Rmj) {Rom}
12383 689
Continuation
mEmbers
liability Total labilty
(Rmj (Rm} % change
1.394 4332 7%
TR =R g%
130 3.E30 %
1.283 3 B3 5%
1283 49 9%
Intarast Cost Tatal
(R} (R} % change
283 700 ATT 200
308 800 BT 500 1%
237 500 410 100 1T
273 B00 210 200 A%,
27T 400 502 300 2%
282500 568 200 13%



il

TSOLWANA MUNICIPALITY NOTES ON THE FINANGCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2042

2013 202
Long Service Bonuses
The: Long: Service Bonus plins ans defined Baneft plans.
u=IMmﬂ.hmnmmdmﬁmﬂgmemmum&wmammn T B
2013 Nz
Fay S0iuanal sssumptions isad % %
Il Rate of interest
Discount rate 5844 & 16%
DGenera! Salary Inflation (lang-tem) 6.62% 587
el Efectve Discound Rate-applied 1o ssanr-rolatad Long Gervice Bonuses ozis 0.18%
ik 12
R R
The amounts recognised in the Statement of Financlal Position are as Folbows:
Pressan] vakie of fund abligations. 307 184 27T as5
Kat liabifity 30T 184 I7T 358
Tha labizy in respect of pericds ComImEncng prar 1o e comparative vear has basn
Ealmated o folows
2011 2010 2008
R R R
Tolal Liabaity 243 263 201 273 167 138
Reconcliation of prossnt value of fund obdigaticn:
Prasent valug of fund cbigaticn &l tha bagmning of the year 21 B8 243283
Tedal mxpanaas B0 751 45 112
Cufrent sendce cost 48 07 farz
Intaress Cost 17 544 -
Banafits Paid (L2 bl (2518
Actuanal {gainsiicsces 41 885 A 506
Pmmuawmwmﬂhmﬂumm a4 210 & BA
Lesy,  Transfer of Coment Partion - Nede & (BT 035) (14 526}
Balance 30 Juse 307 184 277 356
Sensitivity Aralysis on the Unfunded Accrued Lisbility
Liability
Assumption Charge {Rm) % Change
Central assumpticng i -1 ]
Generad salary infiation 186 0414 A
Ganaral salsry mflation -1% Qs 5%
AvEragn raliramen age b 03rs 4%
Average reirsmant oge 2 g 431 7o
Windrawal rales -50% 0 456 16%
Current-sarvice
Cost Interast Cosq Total
Assumpdion Changs Ry R} (Rh % change
Central assumptions. 45 100 TR E0D 86 GO0
General oalary inflation 1% 82 200 18500 7000 A%
Genorad salary inflation 1% 46 300 16 B0 82 900 Bl
Averaga retirement age =1 year AR 400 15500 42800 %
Average ralirement age =1 vagr 51900 T8 B0 70700 B%
Withdrawal rates S0 B2 To0 21000 BITD0 L
Retiremant funds

The Municipaity "BQuesied delmded empioyes enc penisiansr infarmation as wall &% mdormalion on the
Municipalty's share of fa Pengisn and Ratremant Furds' assats fom me fund sdminstralor. Tha fung
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TSOLWANA MUNICIPALITY NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

A pan of the Muncipslity's procsss o value the oefined beneft liabdities, the Mumcigaty requesied
mmmﬂmMﬁmmmhﬂmar.TMﬁMWlmwdemmarmmw
I:nrrﬂmwmﬂwnnmmnmmsmmumnuhmwimmumwm.wmmmma
1huMl.lnunamywummmcumhammammmarﬂumwmmummmmnmn
quakly for a defined barehl pension

mm.mmﬁmMuﬂwmeraMEWrmmﬂmmm
i will e accouniad for 92 defined contribulion plan Al the: requined decicrure Ras boen mate 8s defined in
GRAP 2531

LCAPE RETIREMENT FLIND

Tha contributan rate paysble is 3% by membars and TE% by Councl The last actuarial valuatian pedomad
fwma-g-wmmmJnmmmmm1rnnmmnamdmnampmmmwﬁha'ﬁn¢rg laved of
T08.0% (30 June 2011 - 116.5%)

Contributions pakd recognised in he Statemant of Finarcig Berfarmance

CAPE JOINT PENSION FLNG

The cantribition rale payable = 9% by members #ng 18% by Councll  The fast actuansl valuation peefoimad
hfl:nupiwenﬂ.-d30.mn-aiﬂﬂmmmw.shlnumwmmmh-imhnmf
9405 130 June J0T1 - B8, 10%)

Cantribulicns naid fecognised n (he Siatement of Financal Peformarcs

DEFINED CONTRIBUTION FUNDS

Cowncll eonlribute 12 the Municipal Ceunsi
Provigant memnwﬁmmmmm.mmmmwwuﬂmmmw
Fund Acl, 1858, with pension baing
Mwmmmmwmunmmumm
Contntutions paid recogrisad in te Statement of Financial Pedormarce

ZalA Parsion Fund

RON-CURRENT PROVISIONS

Proyision lor Rebabiitsbon of Landiil-sies
Total Men-current Employee Benefit Liabilities

Landfill Fires

Balanca 1 July
Carmrection on Opanirg Balance of Landfill Sita Prronvision - Nate 37,07

Restated Balance 1 July
Aodrans

Balanca previcusly mpored
Camastion o 2011012 sdsbans on Landfill Site Proviamn « MlE 3707

Total provision 30 June
Less: Trenstar of Currenl Portion to Curent Provsions - lNote &

Baianoe previausly rapofiad
Camrectian oo Current portion of Landfil sites trarstemed ks Clren Provigian - Note 3707

Balance 30 June

It = expacied that catfiows of economic Berafits (n regpect af the pravision for rehabiitation of larafill shes wil
6 poour bayond (P J-Year Medium Term Revanue snd Expandilure Eramawsrk =

The estimaied renabiitation costs for sach of IFw axisting sites are based on tha curent ratgs far sensiruction
Costs. TN ssumpbons used are as folows:

Fage 43

203 202
R R
956 545 535 B2
154 945 150 814
1406 190 1326 828
¥ 8T STT 1:285 238
k] 2
B [
845 B10 1122 801
845 310 1122 B
1 122 BO1 1023 fos
1122 Bt 1 023 008
3 657 59 TES
. diF DA
= 302 281}
1 161 462 1122 801
{535 B48) -
545 210 1122 801




TSOLWANA MUNICIPALITY NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

Langfill Sites

Area )

Coat of Biorm water Cut off dratn (REGem]
PEG [15%)

Closurs rapon and closurs design Jindineci)
Starmwater form Diversion Bams
Starmiwater, Concreds pipe culveris snd feadwals
install Mardonng Darehoia

Re-yepiiaton

Searify Roads

Consinct whakebsck siructures on cals
Cormlngencas

CONSUMER DEPOSITS

Wigler and Elmgiricay
Total Consumer Degeaits

Guarantees held in Ses of Electricity and Wator Doposits

The fair value of consumes decosts appraximale their carmying value, (rseress ams rot SRig o neas Aty

CURRENT EMPLOYEE BENEFITS

Cumant Pamian of Past Hetirement Banefits - Mot 3
Cumenl Porkan of Long-Senvice Provissans - tote 3
Stal! Boawises acorued

Total Current Employes Benefits

The mevamant in cument smgloyes benetts ane recorcied as Tolows

Staff Bonuges scored

Balance & begrning of year
Coniriution lo cument porion
Expanditurg incumea

Ealance al and of year

Bonuses are berng pad 10 &1 municipel steff, exciuding section 47 Managers. Tha balance at yasr and
feprasent io porlion of the bonus that hava alresdy vested for the currem sstary cycia There @& na possibloy
aof rembursement. A 5% was includad for section 57 Managers o their arnual packages 1of possibila
performance contracts

PROVISIONS

Cument Porion of Rehabifaton of Landil-sdes - Nota 3
Total Provisions

PAYABLES FROM EXCHANGE TRANSACTIONS

Trade Payables

Bunary Cragitors

Water Service Aulharty payabie
Retankans ang Sureties
Fayrments receiad in advancs
Leave payabis

Unigncran Recaeipts

E-Malis Cradibars

Total Trade Payables

Tarkastad Hotmeyr
11 682 613
L) &0
51 a2 W
258 000 228 000
B1 533 23478
57 o0 57 DOO
114 D00 114000
11400 11 400
A% [ 24453
&7 040 24 453
16 56 14 855
100 758 RS -
100 780 ST 736
111 348 R
B7 035 14 536
G50 581 508571
B4 574 618 041
508 571 83 a0
287 196 H51 BE7
(745 176) (208 Tad)
S50 580 508 571
535 648
B35 648

2013 2012

R R
1 BEQ 375 2954834
20 B850 20 850
= ]
431084 84T
121 088 10808
1253329 33578
41 703 223418
B85 349 3
1488 TER 4 T84 190




A

0.2

TSOLWANA MUNICIPALITY NOTES ON THE FINANGIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

Payables are baing recognimed nat of ey Sécounts

Payables are benp pad withan 30 days a3 prescnbed by the MFMA, Thi creds paficd gransed is eondidared
0 De ConsiziRnt with the t2rma used in the public sectar, thrugh estabiished practicas and lagsistion
Discouning of frede and other payaoies on inttial FECOQAIN ik nat deamad necessary

The camying vaiug of trada and other payabies agorcsimales its fair value

All payables &re wsecured

UNSPENT COMNDITIONAL GOVERNMENT GRANTS AND RECEIPTS

Unapant Grants

Matonal Government Grenle
Provincial Govemmant Grants
District Muncmpainy

Otnar Grant Providers

Less; Unpaid Grams
Matisral Governmant Grants.
Provincial Govemmean Grants
Didnct Municapaliy
Qiher Grant Providers
Total Conditicnal Granls and Koesipts
Sea apperdix “[7 for rmooaciiation of grants from ather sphenas of gevernment Thia mwinicipakty compliad

wilh Ihe conditions attachad 1o all grantes recaived 3 e padand of reverum recognised. An amourt of R1 780
m wak desustad from Equtable share (hal salstes ta tha unapent partion of 20402011,

Unsperi grants can oe atnbuted 1o projects that ace work in Progress on ihe relevant financisl yes-ands

TAXES

VAT PAYABLE

VAT Payabie
VAT cuipul in suspanas

Totel Vel payabie

VAT RECEIVABLE

VAT Retevabin

VAT ingus in suspenae

Tetal VAT recevebie

HET YAT RECENVABLEAPAYABLE)

VAT ia receivadieiparable on the cash bass

Page 51

9831 177 & 304 831
5 BHE B4 4 214 851
1078 086 1433 595
217885 187 865

£48 502 555 500

217 B51 1747 B30
17 65133 1717 B30
ATI3 528 4677 0
1590477 1 503508
1 580 477 1803 908
1171 646 588 273

177 B32 250474
1 345 478 B16747
(241 000) (785 161}
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TSOLWANA MUNICIPALITY NOTES OM THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUMNE 2012

Assats pladged as security:
N ALsEE a9 planged a5 Security,
Third party payments recalvad for losses mcurred:

Tacana murnicipalty did nol receve eny third pany payments for By las2as an assals far the pencd under
Ty,

Impairment of proparty plant and equipment for the yeer

We hava assesaad the following classes of assels for imparmients, Nowever NG EMparments wars idantfos
cther than ihaose idems 1o te depossed of

Land and Buimngs
Infrasiructure
Communsy Assats
Legse Asdels

Ditner movabls asseis.

INVESTMENT PROPERTY
Net Carrying amount st 1 July 27 434 184

IT TI3Ta4

Cosl 28 BTE GO0
Unaer Congtruction
Acumulpted Cepraciaton | T #44 TI6)
Accumulatag Imparmen -

J

48 BTE BOD

{1 155 158}

Depredcialion for iha year {288 185

(286 580)

Met Carrying amount at 30 June AT 148 375

27 434 164

Cooat 2B ATH.G00

Accumulaies Dapratiation 11733 525) i

Accumilated ITpenmen

26878 800
11 44 T3E)

Thena are ma resinctions on tha reskashilty of Investment Progery of e remittance of revenus @no OoREas
of disposa '

Thare are o conlrachual chigations o purdhase. construct ar Heyriop iMeastrman property of for repais,
mainianarss of gnhancemanis

Rayenusa darved from iha rertal of ewestmen propsry 4 502

7 500

Operating exponaitune incurad on PrOpamtes generating rvenua

Operaiing expendiure ncuTed on properties not generaling ravenus

INTANGIBLE ASSETS
Comparer Software
Het Carrying amount at 1 July 104 558

Coszt 218 445
Accumulated Amerisaticn {1178487)

12745
184 558

Addtiang 8240
AmomEation 154 GO

5 700
{63 332)

Nt Carrying amount st 30 Juna &4 080

100 558

Cost 221 Bas
Azcurmuiaried Amornisgbon 1 (172 558

278 445
(117 8873

fio rtangile asset wera assessed having &n indedinile usalul ife.
Thena ama na irtermaly Generalesd imangitis stsaty at reporting date.
There are no intangible assats whoss fille & msincted.

Thara are ne inlangbis assels paoged as secunty for fisbiitins

Thisre ae na conratiusl commitments Tor the acouisEon of ntangile asseis

Fage 54




TSOLWANA MUNICIPALITY NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

VENTORY

Stahonary - A1 cost
Elecincal sinck
Othar Waler department imeniony

Total Inventory

Corsumable stargs malesns writtan cown dus b2 Imsset B2 identiied during the snnua siores counts,
Crnsumatle stares matenials surplusses deniifed durmg the nrm siores courts
Inventory recognised as an Japanse dunng e year

No Invamory assets were pledped as security for kanikbes.

RECEIVABLES FROM EXCHANGE TRANSACTIONS

Elecincity
Weater

Riduss

Sowarege

Other

CHIOM Service Autharty

Total Receivables from Exchange Transsctions
Less: Alwance for Doubtfu Debts

Tota! Mot Receivables from Exchangse Transactions

Carsumer debiloes 2ie are payable wihin 30 days, This edil penod granted @ consdersd to be conssten)
with i 1erma used in the pubilc sector, hrougn estabishad oractices and legisiation. Discounting af trade
and ciher receivables on intied recogriion (8 not desmes THECESaAry

Ageirg of Receivaties from Exchargs Transactkons
[Etgcirisiiyl:_Ageing

Currerit {0 - 20 daya)

31 - 60 Cavs

&1- B0 Days

+ B Diays

Tatal

Pago 55

2013 2012
R R

- el
236 083 2Mins3
335w M6 577
571182 E14 2
286 280 157 35
4481 780 1 386 A4E
2 TAT 403 2 08D B0
3412 280 2H\TTR
183 420 4423588
gaETt 590 578
1230 336 3007 743
17 128 201 17 606 998
{14 302 833 (12410993}
2 H26 851 £ 196 0O
370682 267 598
211354 150 470
163 G08 137 987
1715 825 2800 624
4 461 TBO 3 306 BdE




TSOLWANA MUNICIPALITY NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

Marerl: Ageing
Eumrllﬂalﬁdari}
31 - 80 Days

61 - 50 Days

- 0 Days

Total

(Refusel: Ageing
Cumant |0+ 30 days)
31 - 50 Diays

B1 - 90 Days

+ 80 Days

Tatal

(Seweragel: Againg
Curent [0 - 30 days)
31 - B0 Days

£1-090 0ms

+ 80 Days

Tatal

Miinart. s

Cairrent (¢ - 30 daps}
31 - 60 Days

81 - 50 Days

= 90 Daye

Todal
{Total): Ageing

Current {0 - 53 days)

Recanciliation of Provisien for Bad Dabis

Balarea at beginreng of vear
Cartnbution 19 pravisian
Bad Detris Witlan O

Balance at end of year

Tha Fravisean for Impsrmand could be atocaled bebwean tha dffsrmnt clagses of reaivables a6 falows:

Eigcinicily
Wimler
Refuse
Sewarags
it

Page 56

B5 115 75678
B3 847 55 448
15804 54 878
2453837 T 803 as7
2 74T 402 2 nBS 580
72806 S50 404
SE 103 4B 315
54071 A5 337
227 300 2 687 930
1412 280 2 BaB 488
110 858 FERET ]
BF 428 Th 2
B2 402 758382

4 Bi0 B3z £ 177 182
5183 520 4423 950
2741 2 Tdd

2 T30 2730
273b 27%

B3 7T BEZ AT

B3 aT1 980 £7%
B2 212 528 483
45 4647 336 254
381 916 3T 6B
14 @20 a5 12 576 850
16 888 565 13 898 240
12410 963 5688 051
2778532 G 722 042
(864 BA5) -
14 302 639 12410 233
3 ER2 TA2 2 DES AT
& 454377 1885718
1313880 2854 380
4836 024 3 B85 205
15622 B0 148
14 302 639 12 810 993
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TSOLWANA MUNICIPALITY NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

RECENMABLES FROM NON-EXCHANGE TRANSACTIONS

2013 2012
R R
Fased 4584 314 3656 987
Other Receivanias SB0 40 AT 76S
Emplayes rlated debéors 220 B4 58074
Limder ivashigation ATH 20T =
Finsl Daposits 500G 5000
Coniractor panaks 187 532 187 632
Frutiess and Wasietull expenciture recoverabie G275 TiTie
Paymants miade n adwancy - 26 584
Other 24 181 18 445
Total Racabvables from Non-Exchange Transactions SETA TR 4037 TN
Leas. Alowance for Doubiful Debds (4 303 451) (34TT TET)
Tolad Net Receivables from Kon-Exchange Transsctions 1271 287 E45 984
Rales dobsors are ane Rayale witnin 30 days Thuwedhpnmﬂ:mmd.smmﬂ-mmbunnmmmm
M lans used in he puiic secior, Ineugh estabiished practioas and legsiation Cigcounting af rales debsocs
Gri il periommed in lerms of GRAR 104 o1 initial recognition
Ammmawmnasmwmmmmmrm Il = stil under investigation by the
South Acen Polios a5 weak as migmally. A chague o the amount of 478 201 wis daposted into an
Leknawn companies bank lmanddmmmmhwmm The mongy hissevar hae besn
m:mmmvﬂunmmmmlmm.
Againg of Receivenies from Mee-Exchangs Transactions:
(Fetes): Ageing
Currang (0 - 30 days) &4 578 20 965
31 - 80 Dgys 0180 a8 887
51 - 50 Days T2 Tie 118 139
= 80 Days 4 406 T35 azewar
Total 4 554 314 3655 957
Reconcilistion of Provision for Bad Dabts
Batance al begiining of vaar 3477 7ET 2ETS 3%
Contibution 1o pravisian B2E V04 788 388
Bad Diebils Writhen £ - -
Balance at end of yoar 4 303 481 34TT TET
Tnumumumicrumm;rmmmmowmmbmm
'hmanuabmsm'cmmn:hmmmmmmmmm:mlmmmmmummmsm
rumber of customars. Tha murespality's hestarical expenierice n colestion of Irade receivabies tels wilhn
mcordied aigwances. Dua o these factors mmtmammmwmmmm
mmmmwmmiamumhmhpmrummmu
OPERATING LEASE ARRANGEMENTS
mﬂumﬂpﬂwul.um{.hum
Balance on 1 July 1172 1172
Mavement during the pear (1173 -
Balance on 30 Juns 1172
At the Slsterent of Financisl Position date, whers e TUnCIpally Scts &5 5 BEE0F UNdEr aparating leases. it
Wil FECEIVE Coaratng wase incoma as folows
Lpto 1 Year 14 4E7 T 500
185 Yeas a %
Mo fhan § Yisars
Tetal Operating Laase Arrangements 14 4T 7 500

Thiss lsase income was defermined hmumm:mdhtualpuﬁhtwmmnal ncoms and does ne
include lese income which has & ungetarmired conditicnal incoma

The leases ars in reapecs of land and buldings ey isased s for parvos rangnig uril 2014
The municpaiity doss net engage in &ny subleass ETENQATENS

Thie muncicakty did not recaive ary contingent rent dunng the pear
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CASH AND CASH EQUIVALENTS

Apsets

Call Invessmant Deposits 9080 185 5831 218

Housing bank account 1 (26 DA 1574004

Capitat Bank Accaunt 280 471 673 063

Primary Bark Acoounts 320743 ABE 54

Cash Ficals: B &0

mrmmlndmmum-m 10 6BY 527 Baad 5T

Liabilitigs

Primsary Banb Aceour

Total Cash and Cash Equivalents - Liabillties

Casn and cash equiveionts comprise cash heid and shar term depasis. The carmung amounl of ihase sssals

Eppronimates thei fair vaiue

The murcipakty has the fodewing bank socounts

Cument ALcounts

First Netional Bank - Ace no S3850005218 - Houging Bank accour 1028 058 1378 004

Firsl Matonal 8ank - Ace no 2003857157 - Capial Bank acoount 260 471 arapag

Firsl Mational Bank - Asc ng 83852257062 - Pramany Bank stocunt 320 743 AEE RS

1637 282 2813 651

First National Bk - Act no SI850068319

Cash book balance &1 begnning of yeasr 1374 004 &85 Bab

Cash Dok balance 8t end of year 1026 066 1374 004

Bank sialemerit barance &1 beginning of yasr T3 147 458 845

Hank siatament balence & end of year 1028 0da 1 333147

First Nationa! Bank - Acc no 82023697157

Camn boax balance al teginning of year BT 083 W61 T

Cash bock batance at ard of yaar 280 471 473 083

Blank statamant balance &t beginaing of year BT BRE 1 485 870

Bere statement balance at end of year 1378 181 BT A0E

Firgt Natfonal Bask - Acc no 53852287262

Cash book belance &t begnning of year 468 554 (155 124)

Cash boak balgnce st end of year 320 743 465 504

Bank statemont baiance ol beginning of ear 1050 757 A58 513

Benk statament balence & end of pear | BBS 651 1050 757

Cll Inveriment Depogifs

Call imvestmant deposds consiat oul of tha folirwing accounty

- A ae 81385 TI0RTT 2018 141 T41 507

- AaE N BR0ETA15127 137 W 135423

- Ags np BZ1860ETI55 G962 850 4 343 BED

=~ ACC no BIR0SN100 B51 357 410629
2080 155 S831 e
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2013 2012
R L
PFROPERTY RATES
Actizal
Ratzable Land ang Bulkdings 2492 RO 2380 B3g
Rusidetial, Commercial Property, State | zezes || 2ms0sm |
Less Rebabes 1503 139) 1021133
Tatal Asseasment Rabes 1 500 T&T 1 355 506
Valuwtions - T JULY 2008
Ratoabde Lend and Bulidings
Resdeniial 106 B22 500
Resdaniial - Cater 21 558 500
ROP Houses 4 155 500
Inausiral 2533% 500
Bovernrment Froperties 20 100 500
Fuibiic Banafit 19 122 Dog
Apgricutural I 043 487 280
Municipar awnan Property T O Doo
Tota! Aszessmanl Rates 1 248 726 760
Valustians on lang and bulldings are perforned avery four peers. The 1as] valUBSaN CAME into afect on 1 duly
2008
Ratea
Rsdential L5Tam O 5deim
CommarcalButinass Proparies 1 1deiR 1 0BR
Fubiic Service Infrastruchus = o
Public Berafil Organisstions & 14t 0130
Indusirial Properies 114/ 1 DR
Aoncultural Fronetas used for Aarculiual Purmoses 1,140 0 13cf
Agricultural Progerbes used far commercialiindusinad 0.Z8c/H 0.27c/R
Agrcullur Propedies usad for Eca- Toursm, Conservatian Trading o Hurding of Game =1 0 27eR
Agnculiural Properies nal used for any ourposainurmoss urknoan t Municioality O5Tem 0 S5dam
Z1aty Cramed Propsny (R 1) 2 B 13R
Municipal Owred Progesty = E
Vacant Propamas 1. 4R 1 DaciR
Fates are levied annually and manshly. Monihiy rates are peyabie Ly e énc of the tollowirky month and
Ennud radns ore payabie before 30 Seplember Interes? s levied &1 She pnma rate akia 1% an sutstanding
marthiy ratas,
Rebates can be dalined as ary incoma T the Muricipatiy i@ antilled by e 10 by, Bul which has
subsequantly bean torgone by way of rabste o remiEsion
GOVERNMENT GRANTS AND SUBSIDIES
Uncanditianal Granms 24 741 418 I1 87T A5
Equeabie Snare | 274418 || 21 877 oea |
Conditfonal Grants 18 340 244 15 254 BES
Granls and donations REEED [ 1825850 |

Tetal Government Grams and Subsidies 43 081 563 7104 987
Gavemman Grents and Subsidies - Cagilal 12832 129 10 550 384
Gavemmant Grants and Subsisies - Operang A0 445 534 26 544 B04

43 081 883 37 134 88T
Revenue moognised per vale as raquined by Sectian 122 (ol of the MERLA
Egusabie share
Exmgcutive & Counci 5 250 547 & 232 132
Budgat & Trasaury T14p 874 2785 034
Camorate Senites 4174753 3677 948
Community & Sacisl Serices T 217 o2 & 088 118
Tachnical Sarvices 4 935 487 4 162 rag

24 T4 44T 21 877 298
The municpality does nat expect sy significant changes 1o ha level of grants
Equilabie share
Granls recovad 24 T4 419 21 87T aGE
Cenditions met - Opevating 124 741 41%)

Canditiors mat - Canitel Eh

Pagn 59
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Condgans sl 1o be mat

The Eguiabis Sharg s the Lncondianal shana of tha revenue rased rationally and is Deng alocated n terms
o Saction 374 of the Conatitution (Act 108 of 186e) b e municipakty by ne National Treasury
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TSOLWANA MUNICIPALITY NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

Department of Public Works and Roads

Opeiing balance

Grants received
‘Condaicns mat - Dparating
Condtions met - Canial

Confions stil to be mal

Manees transfared through SLA for e design and constriction of ntemal roacs:
Lowal Govanument Financial Management Grant (FMG]

Crpening balarcs

Granls naceived
Caonditiors met - Dperting
Canditiors met - Capital

Conditians sbill io be mat

The Financia Managamen Grent is paid by Metisnal Treasury Lo municipaites ba help mplement ihe fnencial
rafonms requred by the Muricipal Financs Management Act [MFMAL 2003 The FMG Grant also pays for the
cost of the Financial Management [rlemship Programimes (e.g Balary costs of the Financial Maragaman

Irerrs)
Municipal Systams iImprovoment Grant

Opening batance

Grants recaived
Cordrtians met - Dperating
Canditions mal - Capdal

Condifons 21l ko be mal

mMSIGmmmmﬂmhm-mlrhﬁmwm“mu mstituticna

BND gOvemanca sysiems.
Munigipal infrastruciure Grant (MIG)

Openng baance

Grenls racaived

Canditions met - Dpérating
Conditlars met - Captal

Monies retumed ba Mational Treasury

Grant experdium to ba retovared

Tha grant was used 10 upgrade nfrestructung in reviousy dissdvanisged areas.
Housing Grants

Cpening batance

Grants raceiveg
Carditiors mat - Dperatng
Conditians mat - Capital

Grant gapendilung to Be racoyvared

Housing grants was uliksad for tha devalopmant of envan and e seaciion of lop Fruckars

Integrated Kational Electrification Grant
COpennp bafance

Graris recalved

Canditions mat - Dperabng
Conditians mel - Cagal

Menies retumied o Mational Treasury

Congificons bl b be mat

The Matona Elecinfication Granl was. uged for BlECiTics Connections in previously disedvantaged amas

Drther Granks:

Dpening baancg

Grang received
Condriars mel - Dparabng
Condions mel - Capital

Condiions stil to be mat

WVanous grands were rocaived froem: ather sphares of government (a g Lirary fund ana Skils Devalopmem

Grand)

Total Grarta

Pags 51

11 717 B3

3 502 051
15N 388, 7
(2 503 a84) (1717 B30}
{917 851} |1 7197 B30
! SO0 00 1 250000
11 500 000} {1 250 D00
- B 3g2
800 00 TED 000
00 030} {TaE 383
4 0A0 f47 1780418
11 683 00 BrEa1 Q00
1384 150) 1524 E15)
8174 8Ta) 1T D06 E5T)

11496 063
5 608 558 & (B0 E47
1433 595 1 808 057
- 605 gz
(355 a8} {177 QT4
1078 086 1 433 B35
134 004 2 626 &73
000 000 2 000 000
1 953 758 1 BG5S BAT)
- {2 B26 B7H)
180 236 134 D04
76 185 B31 187
3 568 458 1431932
(1 TEE X36) {1518 22%5)
2 B84 247 746 185




TSOLWANA MUNICIPALITY NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

Opening tatanos

Granle received

Carditicrs mat - Dpersing
Condttions met - Capital

Monies retumed to Matlsnal Treasury

Conatiens stil b D mety Grant sxpendium f b ratinarad)
Disciosed a8 folows

Unscant Candilional Gaverrimant Grants and Recepls
Unpsid Condtianal Governmant Grents ang Receipls

Pagn 62

4677001

B BS3 003
48112 508 I7 5A8 963
{29 848 207 (26 544 503)
(12632 128 (10 5890 384)
(T 496.053) (2 825 a74)

A 713825 4677 001
831 177 B 363 431
{917 B51) 1747 830
8713828 & 677 D0




TSOLWANA MUNICIPALITY NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

SERVICE CHARGES

Eleciricity

Vealer

Rufusa ramoval

Sawerage and Serlatan Champes

Less’ Rehajes
Total Bervica Changes

Rababes an be dafinad BS Ay meoma thid e Muricipally & entitied by igw 1o lavy, bidl which has
Fubsequently been fovgans by way of retate or rémissicn

WATER SERVICE AUTHORITY CONTRIBUTION

Chirs Hani District Municipalty - Water and Sewerage unclions
Tolad finance charges

OTHER MCOME
Pound Fees

Sunary mcoma represants sundry income suei a8 bulling plans, s of sundry fems
(waod, sand and siones) and faes for flems nof included under sanics chanpes
1=amping, fre brigade and mpoundng fees)

EMPLOYEE RELATED COSTS

B

Bargaining Council Levy
Cornbution i Curent Empioyes Banafits - Staff Lagve
Corifibubon ta Erployss Banefts - Long Service Awands
Housing subsidy

Medizal fad Conlribudions

Dvenme

Pensicn Fund Contrbuians

Poal Employment Health Cantnbution

Balsris and Wages

Standby allowenice

Traved, matar aar, felephone, a3sstance and athar alowantas
UtF Comrbubong

Less; Employea Costs alncated ssewhars
Tedal Employes Retated Costs

KEY MANAGEMENT PERSOMNNEL

mewumuquummdmns-purw #1 other Direcions an s S-yesr fued conlract. Thers are ne
Pasal-amploymaing of lerminaton tenedils pavabie 1o them &t the end of the CONErACt pericd

REMUNERATION OF KEY MANAGEMENT PERSOMMEL

Remunesation of the Municipal Mangger - Mr 5./ Dagr

Anras Bemunesation

Performance Bonuses

Car Allswarice

Talaphone slowance

Confriusions fo LIF, Madcal Pension Funds and Bargaining Councl

Total

Remunsration of the Director Technicsl Sorvicos - Mr M Miamba
Annunl Remunestion

Performance Borumas

Travalkng Alowance

Telaphone alowance

Controusions 1o UIF, Madical, Pansion Fungis:and Bargaining Counct

Total

Page 63

a%3251 4 56T BTa
BOO 31 a7 d53
1 beEar: 1341 651
1 881 535 1768 583
ATE 109 T 835671
(2 768 274) {2 802 249
714 238 8330821
G489 172 5 424 354
6483 172 E 424 354
M3 2052
R R
450 4042
6148 2485
482 .
A8 i §1d
270711 137 040
28T 352 AT 188
BT 196 B31 05T
7600 472y
855 237 265 083
55 623 €0 A57
21896 B E20
40% 803 297 3%
338 7R3 418091
Pl R ] 1843 204
T 312 32 408
4 0B0 520 12 T8T 672
18148 .
30901 484 284
114 681 203N
19 578 tus 17 434 2a7
19 516 948 AT 234 397
831874 518510
= 83 387
158 104 158203
15 800 15600
T AT 12086y
840 T 006 57T
- 107 483
2 000
18 024
- 13E 484




TSOLWANA MUNICIPALITY NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

The posilion wik vacant with Director of Community Services rasponsii for Technical Oegsartmant for tha
20112012 financial year The privious MAnsger was suspanded and his cemract expied 30 Septarser
2012 The podilion was Fked as from 1 Jully 23

mwmmmma%-m NY Mgogi - 07 Juty 2012

Annual Remuneration 559 634
Perfonmance Boruses =
Travaling Slowance S2800
Telephare alowsancs 10 560
Cantrbutions 4o UIF, Maticsd, Fensaon Funds and Bargaining Counci 118309
Todad 81 303

Page 64
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mnrmmmsﬂmanum
Arnual Remuneratian

Coninbulions & LUF, Madicsl, Pansion Furds and Earganng Council
Tokal

Rumuneration of the Director Financial Services - Mr G de Jager
Annual Ramuneration

Peromance Baruses

Ciar ABowanos

Teiephone alowancs

Carrbubons to UIF, Madical Pensaon Furds and Bargaining Counci|

Total

Resnuneration of the Director Financial Senvices - Ms 5 du Toit - 0 Adguest 2073
Arnual Rermuneraticn

Performance Boruses

Cer Alowance

Teléphans altwancs

Coranbutons 4o UIF, Madicsl, Persaan Furds ard Bargaining Council

Taotal

Tha eambnact of the CFOF gpired On 30 Aprl 2003 An AcBrg Manage: was appontad for ine remeining period
of the 2011/201 2 financial year  The posfon was flled on the 1 August 2012,

Remuneration of the Director Community Services - Mr 2 Nxang
Annual Remunsraticn

Pefarmanca Barusas

Treveling Alowancs

Telephone akowsense

Caortributions 1o UIF, Medical Pansion Furds ang Bargaimng Counci

Total

Page 55

56T A4 504 182
- B4 737
AB 00D 25000
Fa0a FE0Q
53 788 BS 283
T4% 250 711 282
AT 641
- 65 250
5 00D
8000
B2 849
641 T48
654 378
33 000
B A0
1784
TO2 962
5ET BB 504 164
- 63718
48 000 A8 000
2800 B 800
g3 TBE B5 278
T48 249 T10 261




TSOLWANA MUNICIPALITY MOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

REMUNERATION OF COUNCILLORS

Courgsilors afcwance 1 4BEeaT 1384 864
Trawel ard othor alowancas 478 834 B42 355
Fand:on Fund Conlribulions 164 845 150 914
Other - 13512
Total Councilbors' Remuneration 2319 466 2191 B4E
tr-kind Benefits

The Executva Mayar and all the commibies mempears ae parlime, The Mayor ane provided with secretarial

Eupoort and an office at the cost of the Cauncll.

Mayor - K Nglghi

Councilor atowanse &0 B2a 360 803
Travel slvwance 143 524 136 75y
Telaphions alowance 38 963 35 858
Contrbusiens 1o LIF, Madical and Pansicn Funds 41 007 45 01
Tiotad E25 323 SBE 132
M Bennett

Councilor Sltwance 133 088 124 165
Trawel sllowance 43024 Ll
Telephone akcaance 12156 11 472
Coninbuteons fo UIF, Magicel and Pansion Funds = 1 &35
Tl 188 138 ATE 388
M Mangeotyws

Councilor gllowanca 114 005 108 a8
Travel allgwance 43 024 a7
Teleghons alicwanca 12 128 11 472
Carsributions ks LIF, Meoical ard Pension Funds 18 580 15 226
Total 188 138 17E 08
TW Baleng

Ceuncilior alowance 114 03 05 8ag
Travel aliowancs 3024 4073
Tewphona allowance 12126 11 472
Conributiors 1o UIF, Medical end Parsan Furds 18980 18 708
Total 168 234 178 308
CM Boasl

Counciler alowance 133 DEd 124 THE
Travel alvaance A3 024 4072z
Teiaphoine alowance 12128 11472
Centribuans 1o UIF, Medcal and Pansion Funds - 1425
Total 168 234 176 385
N Ngabisa

Counaliar alowence 114 D2g 108 BB
Traved allowance #3024 &7
Talephons miowance 12128 1472
Cantibutions 1 UIF, Medical and Pansion Funds 18 960 17 635
Total 188 238 18 745
WG Dyasi

Councitor allowsnce 33 oEE 123 278
Travel altwancs 43024 44 737
Taksphone allowance 12126 1472

Fags 66
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Cornbutions 1o LAF, Madical and Pension Funds
Total

N Ngcete

Courngaliar alipwance

Travel allowance

Teivphonae glowancs

Cangrbutions ko LIF, Madicsl and Pensian Funds

Tatal

Page &7

2808
188 338 178 380
114 oo 117 38
43024 40 TE2
12 136 11472
18 980 8E25
188 238 178 335
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GN Hlomendlin

Coursslior allowancs

Trawel alkwance

Teleghana alowancs

Cantributicns 1o UIF, Medicai and Pengion Funds

Total

1B van Hearden

Councilor alowancs

Travel slowancs

Taiaphere alowsnce

Centroutions 1o UIF, Medcal ang Pension Funds

Tatal

DEAT IMPAIRMENT

Trate Receivabiny from exchangs transactions - Nate 15
Trade Recanabies kom non-sxcnangs transactions. - Nats 16

Debt impairment recognisad in ststemant of financial performance

DEPRECIATION AND AMORTISATION
Froperty Prant end Equipment

Invesimer Propariy
ntangbie Atssis

FINANCE CHARGES

Finance loxses
Total Bnance charges

BULK PURCHASES

Elecircty
Watar

Total Bulk Purchases

GRANTS AND SUBSIDIES
Hauper funamnls
Total Grants and Subsidies

Page £8

114 CSB A 117 318
430237 A3 TH
12 1240 1 472
18 9ERE BEHIS
188 238 178 338
114 D89 117 318

43 024 40 723
12528 11472
18 590 8825
168 238 178 335

2778 532 8722842
B25 704 98 358

JE02 237 T 531 300

556G T4R 5468 720
28R Tag 238 san
54895 55 333

5§ 803 235 6838 132
54427 A5 D08

54427 85 008

7 086 454 8272 948
106 580 116262

7 798 083 6 389 211

880
111
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REPAIRS AND MAINTENANCE

Infresiructume
Land and Buidings
Qthier Asseds

Tetal Grants and Subsidies

OPERATING GRANT EXPENDITURE
Operating grant espendiure per vote

Budget & Traasury
Executive & Council
Coporate Senvicas
Croenmunly & Soclal Sarvices
Technical Sarvices

Totad Dperating grant sxpenditure

GEMERAL EXPENSES

Advarigemant
Aszots on behalf of Chris Hani Distact Munscipaliy
Audt Faes

Bank Charges

Sooks, Magazines and Publicatong
Clpaning mabenats

Cusiomer Cam

Entertainment

Fusd Caat

Insurarce

intarest on QBEA an an oenalt of Chis Hani Divined Municipality
Landfill Sites

Legal Cost

Mayors fund and Imbizo

Mambershp foes

Crhar

Foatage

Printing ard stabonany

Frofessanal Faes

Rantals

Safety Ciolhes

Siils deveiapmont By

BMME Saminar

Telephang

Tawm Planning

Treining

Trwwal and susistence

Vehicle and Equigmant hire

Watar purdcation and chemicals

Genwrsl Expensas

Page 68

1076 810 2040 518
267 463 352178
568 713 704 581

2013 085 3097 852

1401 702 1167 332
794 173 280 3E2
31 847 a7y 572

1945 525 1B g

2257177 1 506 686

731 04 § 778 180

2013 2012
R R
1B T4 256 540
454 808 4287

28087 13 1483975
200 234 160777

20434 34 426
24873 31048
116 388 126285
17 6 324 547

115491 1 202 Bgg

357 720 47521
20 439 A0 551
5B 657 98 70s

27T A7 B

247 824 250 531

412 406 el Rcv

457 756 425208
26537 20 380

289005 157 135

#38 563 512 588
45911 108 341

815 4192

163 504 134 187

145 585 -

517 382 280297
a3 7o 180 130

360 677 740 006

743 B3 TE2 690

136868 117 745
26884 14 071

9918 281 11 042 08
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CORRECTION OF ERROR IN TERMS OF GRAP 3
Property, Plant and Equipment

Balance proviously reporied
igentity amors in casting betwean General indner and Fixed assal Ragistsr - infrastructune Riaads - Fefer 1o note 11

The ammor detected was only 5 immatena amount o he Roads infrasinctrs

Accumutatod dapreciation - Proparty, Plant and Equipmant

Batance previousty rpored
Diegraciabion was incormactiv calcuintnd resulted in understatamrar of Accumuiated depreciation - Redér 5o note 11

Dapreciation was incomeclly taitulated &s faisad durnyg he pravisus financial yedr suds oulcome. We hava
embarked o a recaculation exerclse Bnd this is 10 cloar 1he ssuss rases in the presicus fnandcial year

Accumulated degreciation - Investmam Property

Balance praviously repocted
CaeGision was Ncomectly calcuialed fesulied in unoersialemant of Accumulated depreciatian - Refer fonole 12

Depraciation was incormactly cakculated a5 raised Quring the previtus fnancial yesr audit culcome. Wi have
Embanes on B recaiculabion exermge and 1hs is o clear ihe issues raised in tha previous financial year.

Raceivables from exchenge transactions

Balance previously reported - Electricity
Imenalerial ciference iantified between sub ladger and gonaral edger on Emctricty debtars resuling in the moger baing
unciarstated with this immaterial wmoun! - Refer io nols 15

Immalanal differance merifiad on cpaning belences tatwean kdger and SUD-letger

Balance previously reporied - Water
MMimmmmmmmmmmm Wator depacie resulting in the ledger beng undersisted
with this mmalenal amount - Rafer o note 18

Immalenis dfleranca idanified on coening balances batwesn tedgr @nd subi-ediper

Balance proviousky reported - Other
An Findncial inglrument craditor was created dunng (he 20082010 BUCIL disng 1he audil. Subsecuent io ihat year 458 Sppravies a
GRAP standard on Firancia® nstraments ang Ires Tiguite 18 therefore mot spplcabe

Courdl appraved far the amount 1o be weithan of

Recelvables from non-eschange transactions

Balance peviously reporiod - Retes
A-ﬂﬂmhm-b-aenduw;udbalwaemhvhagarmdmnmmwhﬁmmmmmnmmmmmm
and curmant - Refer ba not 16

Immatana diferenie dentfisd on openng Salancas betwoen ledpar ano sub-ndgear

Accumulaiod Surpdus

Balance praviowsly repored - Rates
Identify amors i caghing betwes Ganersl lsdgor and Fixed sssat Regater - Infrastruciung Roacs - Refar toomale 11

Dapraciahion wies mcomocty cacalstad msufad in urderstatemant of Accumulated depracation - Refer ta ncée 11
Deprecistion was ncoreclly calculaiag resuited n underslalement of Accumulated depresiatian - Raefar o nale 12

|rnmnam|memmmwwmmeMMwmmmamngmmmm
uncersiated with this emmatansl amourd - Refer b nose 15
Ir:mmddﬁmmmimmn!mmdprmuwbdgrmmmmstmwmrgum
‘willy Mis imsnaterial amount - Rafer io note 15
MFﬂmnmmmmlvw:ammmmmaMHm1mm Subisequant to tha! year ASE Boproved &
GRAP standard on Financial instramerds and tnis figurs i3 inerefore nol appiiceibe.
AqﬂmmhnndaﬂdudHWHIWWMWME&IHMM:WW&WMMWD
and curmant - Reder to not 16

TeME BT
2 577)

|

19 37T 188
253948

18 631 148

1168 T16
18 565

1158 158

2 7R0 910

138

2 Ta1 060
2 00% 659

154

2088 714
S0 B

38123

24765

6 442 171
(25T
{253 pag)
10 550
138

154

123

23798
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STATEMENT OF FINANCIAL PERFORMANCE

Balance prowiousty reporied
Omerating arant sxpenditurs on notional roads was capitalised during 2011/2012 - Refor o nots 33
Landfill shte expendiiurg previously overstated and incorrectly classified as finance chargaes
Ressatement from Finance changes to Garsral aupendbum
Comection en overslatemant of Lang) gils exzendtung

Stale ehaques written back for 2011/2012 agains gensral expenditun - athor
Grant revenue incamectly reconded based on the apgroved eoll over fram National Troasury

Interest on investments wera incorreetly recorded and some wera o, this is o correct tho interest
received in 309172012
Monies recelvad for sfectricity third parties were incarrectly sllacated to revenue instead of sgainst
e dabdar
Corroction on Depraciation and amoriisation dug to incorrect calculitions in prior year

Fropery Plam and Equpmant

Inzangibla assals

vestmant propariy

Totsl

RECOMCILIATION BETWEEN NET SURPLUSADEFICIT) FOR THE YEAR AND CASH
GENERATEDIABSORESED) BY GPERATIONS

Surpiued Daficit) far the yoar

Adjustments for:

Capreciation

Amioriisation of Inlengibie Assels

Gain an fisposal of property, pent ang Bqupment
Loss an ssposal of proserty, pant and aquipment
Dbt Impaimeni

Confribution fo stal lave

Centrutann fromin emplayes benafits

Actuanel Gaing

Grants Recanad

Grant Experditure

Dperating easa income acorued

Ogerating SurnhesdDefict) pafane CNANQES in working capital
Changes in working capital

Incrassai Docrease) in Trede and Oiher Fayatias

Increase Dacraass) in Taxes

{IncreasayDacrease in Imperdocy

{increagelTecrsase in Trade and ainer recaivasias

Cash gentratadi{absorbed) by operations

Page 12

{6 129 814)
{1 506 956
302 2

302 281

4 98
(264 138)
2173

172

{191 724)
1134 251)
(e 2T
A1Te
1843

(6 847 252}
T s PTTIIS S S ke

213 12
R’ R

2132 045 6.B51 857)
5848 535 5784 800
LER-h] 53532
(33 {19 035)
3602 237 T 621 300
555 237 265 D53
558 8Tg 500 1TR
2267 e[k
48 112 o8 37 58% DRI
(42 580 331) {37 134 987}
1172 -
18 21 320 81008 306
(6542 173) _ (1 584 a2}
(1287 a22; 4101 954
(544 167) Y65 181
£3 73 {514 813)
{4774 320} {4 96T 084
11 749 187 6413 424
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CASH AND CASH EQUIVALENTS

Cashang cash equivalinis imnmmm;mrmm;nmm

Call Invostmants Deposis - Mot 16
Cash Flagts - Note 18

Bank - Moie 158

Bank gverdraf] - Note 18

Tatal cash and cash equivaiants

RECONCILIATION OF AVAILABLE CASH AND INVESTMENT RESOURCES

Cash and Cast Equivalents - Natg 37

Less
Linspent Cammitted Condiliona Girants - Nete 0

Resources availabie for working capital requirements
Regources avallable for working cspitsl requiremends

UTILISATION OF LONG-TERM LIARILITIES RECONCILIATION

Long-tarm Lighéities - Matg 2

Uszed fo financa praparty, plant and eguapment - 82 cost

Cash sel aside for the repayment of keng-lerm liabitias
Cash invested for repayment of long-1erm itabillties

Lorg-term kabilbas heve besn utikzad in accormence wilh the Muricipal Finarce

Managamsm Act
BUDGET COMPARISONS

Operational
Revonue by source

Proparly Rajes

Govemment Grants nd Subsides - Capial
Gavemmant Grars and Subsidas - Operssng
Public Coninbiugians and Danabong

Fines

Senvice Chares

Rental of Faciltias ard Equipmant

Inlerast Earned - ewterral investmesis
Imeves! Earmad - oulstanding detioes

348in on tispasal of Fropeny, Plant andg Emuigmen

Expenditure by naturs

Finance Crames

Bulk Purchases

Graris and Subsdias
Operating Grant Expanditur
Ganarsl Expenses

Nat Surgtus for the year

%06 155 5831 210
50 a0

1 026 058 1374 D04
10088 313 7005 313
10686 313 T D05 313
10.086 313 T 005 313
g8 117 & 304 B3
G831 1??—" B 304 B
458 138 510 482
455 136 610 482
&1 646 128578
(61 B48) (128278

2013 2011 2013 2013

R R &

{Actual) {Budget) {Varlancaj %)

1 500 757 1,800 000 (280 743 6%
12837 120 12 914 700 (262 5700 2%
30 449 553 31 785780 (1308 228) A%

= & - 9%

3000 7 0o 1% 000} ETH,

7 014 835 5701 851 313 154 &%
57 701 £4 000 3T ™
267 050 224 800 BZ 100 26%
1367 316 1277885 88 830 %
216833 1088 485 {170 E56} 6%
387 382 55 800 230752 Al
e ) 230 100%

54 527 B13 5% B5D B1A 1 363 903} 2%
16978 848 19 B3 01E {183 5283 1%

2315486 2 337 267 17 831 A%
2802237 300 900 (3 302 237} e
5 704 000 5854 670 250 8701 4%
2013 ¢85 3 365 447 1 352 352 Al

B4 427 170 000 15573 BE%

7 766 083 8797 000 200 317 A%

: B00a 5000 1008%

7301014 7 033 350 {267 884 o
& 16 381 10824 555 1008 327 %
58 883 518 5E 200 65 {453 154 1%
(4 155 608} 12 308 £44) {1 846 081) A%

Page 71



a1
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23 2ma 013 13
R R .4
(Aol {Budget) [Warianca) 15l
Expenditure by Vots
Emecutive & Council B 205 ann B 593 727 (225 88T -5%
Budgat & Treasiry U108 275 BE1DA0A 484 465 5%
COMporete Senicas J30s 722 & 307 670 12 948) 0%
Communky & Social Sarvices 11 332 577 12 443 402 (1 110 &25) a%
Techrics! Sarvas 26 675 998 ZB0X8 a4 {1 152 437) 44,
58085 428 B0 S84 034 (2 0S8 08) I
UNAUTHORISED, IRREGULAR, FRUTLESS AND WASTEFUL EXPENDITURE DISALLOWED 2m3 202
R R
Unnuthorised expenditury
Reconcibation of unauthorised sxpendéure:
Cpening batance 7 B6E 323 5 B73 474
Unaulhenised axpandture curman yasr - operating 494 45% T BOE3Z3
Winitter, off by councd E [SET33T4)
Transfer to recaivaties for recoyary "
Unauthansed axpandifre ewaling suthansation 2452 T2 T8

Unauthorised expendiure on cperaling vote lor Budgat and Treasury is dus b undar buidgeting for Audd fess

{inclaen [DiEcipiing minal

|Over mupenaifine an voies Aot

Fage T4
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TSOLWANA MUNICIPALITY NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED

[CONTINUE)
Eruitiogs and wastaful sxpenditure

Reconchistion of fritiess and wakieful axpeniture

Cpenng balance

Frustiess and wastefl expencicing curmen yesr
"Written off by council

Transter to recaivables for recovany

Fruliess and wasieful axpandiure owakng further

acticn

Bisciphinary stops/criminal proceedings

None

inferast an late paement of credilons
Expencifure inclimad on meanngs thaf di nod

Lok place

Nrvig

frrequiar sapendituree

Bsconcliation of Fregular expandiiuos
Opening balancs
Irreguilar sxpendiiure suenl yaar
Concanemsnd supported by council
Transfar 16 recenablas for recavery

areguier expandilure eweling furiher acton

Imaguiar expendiune aeaiting condensmenn| fram Natanal Tragsury

Incidant

Disclplinary steps/crimingl procesdings |

SOM Policy wak nal i ing imth SCM Reguialions
Iharedare 8l evpenmitunes Dedwean REOGT - RE00 000
s e chiclinid @5 (RS

Mong

= e i r [0 cvoey e Ssped.

Novie

Pefarsntial ponl systam nol A in lnder pOcess.
Non-comphance will Swaplhy Chaln Manasgemant

boing

Policy -  Quatations ned obtained

149 583
1282

oz

BOZ 428
348 583
{602 428)

340 583

1625

12 623

A 230 a8
H#REF!

287 B76
8 225 bAE
(AT B7E)

B 223 sas

pione

wREF
WREF!

#REF!

WREF!

B 223 38

Fecaoyvershiily of all wregular axpardiiun wil be evaliskad by Counc m iama of sackon 32 of MFWA. ko
sbaps hiave Doen laken a1 NS $1808 10 recover any manies

Material Losses

Water distribution bosses

- Kilp bires gisinfoctedipurfesipurchassd
- Fio ired lost ourng diriutnn

= Porcaniage lost cunng distrinution

Electricity distrination losses

- Urits purchased (Kwh)

- Lirets Jost gunng distribugion [Kh)
- Percaniaga lost durng disiribution

ADDITIONAL DISCLOSURES iN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT

‘Dpening balarce

Counol subschptions
Amaunt pasd - curent year
Amount pasd - prEvious years

Balance unpakd [included in creditors)

Page 75

WREF?

B 20 Al

A0l

2 569 haa
4 385 481
A5 88%

460 00
{480 D00}

BE6 B46
6456 557
B4 85%

9934 654
5220 854
62 0%

2012
R

218500
{219 500)
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TSOLWANA MUNICIPALITY NOTES OM THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

2043 Mz
R R
Audit fees - [MERA 128 {14k)]
Oipening balarce 11e 26T B aar
Currant year sudt Teo 2482 7863 251477
Extemal At - AuctorGanars T 2814775 |
Amount paid - curent pear (1 948 GE8) {1867 334
Amourd paig - priar year (1718 287} (9 487)
Amcurt pakd - Nationsl Treaaury {501 532) {308 174)
Balance unpaid (inciuded In ereditors) 11 §88 11% 287
VAT - [MFMA 125 (1]
WAT & payatielrecavatie on the cash basis. VAT & onily ped cver 10 SARS once cash is recened from
d-mwnamndpmmdﬁm&kRSmpaymunmdnhm
Opering balancs . 5
Current yaor payrod doductans and Council Cantributions. 2402 3T 1893510
Amount pad - cument yaar {2487 371) {1 813 510)
Balance unpald {included In eraditors)
Opening baianca - -
mammmmmmm.umcﬁnmm 4 355 250 3517 882
Amaunt pad - eurent year {4 258 200) (3517 852
mmm&MMMMHm} u
rmmuwmgcanmmm;mamm:mmwmmdayusqawmzmr
13 2012
R 13
COutstanding Dutstanding
mare than 80 mare than 90
days days
Courcailar IF van Heerden TTE3E 43 803
Total Councilior Amear Consumer Accounts T 838 43§02
Sm'il[l:-;n::’mMFui.mummummmwﬂmuawﬂ,mmﬂﬁmml
where Ine municipality holde & bank scoount wmwpumwmmmwmnhmﬂmmhmﬂm
12 the resevant provincal fressiry and the Audito-Ganeral n wising. The muricipally tid not adhers 1o (his
SSChon in the curmant year
Sacticn 3D (4] (=) of the MEMA siates that ihe WEEHHANGTG GiMicar must sroonptly indonT e meyar. ihe MEC of
h:migﬂ-.-ﬁmn'lurlmirﬂwmmmmmwBMHmﬂmmuﬂ_muﬁullmﬁ
mdumm:pmdmmhmmbﬂhmmahp mmnmmmmnmm“panun
feguined by te Bection
The municigaity did net update thesr wasile with sl redevant documentalion & required ay Saction T&Z) o
e MIFMA
The municipalty dic not satmit af the reievan TEpOTts in fime 10 Natona® Treasury as requred o Sacticn Al
of the MFMA.
A8 MG projects implamanied in 20422013 financial year were reqaterad after August 2072 cue 1o changs of
project int and thres yaor capital plan, A FroEls TOr impiementslion wers submittad to trm Prosince (Cisine
Appmmllhmmjwmahmwmpmlm.mmmmprﬂmmﬂgwmm
tnlhihnIuumuﬁmwilmﬂuulemmmﬂmdpdnmmlqm!am; ‘Wihen the {echrecal
mEnage’ was appointed on July 2012 =he sugoastad EppropnEe Promst Isantfication end regisranion
processes. Durng August the council wae stil re-pronilising projct st 10 Bccammodsie ihe I0P. 1 sheuid
mmh-rnar'dienmmmpumhmwwmlmmmmm{ﬂ.sim
All eazital projects wora not regssored on CIDB (Hencer fammy. SCM s not familiar with tha admnisirabion
nrmrs'rmmI:II:IE.InMﬂmuummmmwslmmmmMu
2013 2012

CAPITAL COMMITMENTS
Commiétments in respect of capital expanditure:
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Approved and contracted far

Tatal commitments consist cut of e Fafiowmig

Traffa: Tasang Station

Zois Sport fisdds Faciities
Aeviovalion of Hofmayr phass 2
Thambaiathy

The sependiturg will be Tnanced from
Extarnal {oans
Capilsl Raplscement Reserve
Gayemmeant Grants
Dhwn Resournes
Cistnet Council Grarns

Page 77

5223 984 3242277
3011 20

To4 72T

227 883 2 508 Bad

363 114 T35 a7
52323954 33422717
G223 004 o242 3T
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TSOLWANA MUNICIPALITY NOTES ON THE FINAMCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

2013 2012
R R
FINAKCIAL RISK MANAGEMENT
Thrammrﬂﬁhawn%mﬂmamnfﬁwuﬂmh.mmmmmﬁmmmrﬂ
vakio interest rale fsk cash flow inderast rads nisk and piice nsk), credit risk and lguidity risk. The
mmmmuﬂhmmmmmmmmwwm
#eakS 1o minimize poterdal advenie effécts on e murscipaily's financlsl perfermance
{a] Forsign Exchange Currency Risk
mammﬂmmﬁﬂmmhfﬂmwwwmmma
{b) Price risk
The murcipalty & re exposed 1o pocd rigk:
ch interest Rate Risk
A5 the muncpaily has significam intarest-beanng Nabdilies, the entity's income and aperating cash flows
are subslantialy depandent on changes in mankel rlsrest ratss
The minicigsity analysas its potensal Expasura LD inlerest rate changes on & cartnuous basis. Differsnd
mmn-mmaummmmum.mmm:m mitametve financing and
hedgng Baced on lhese sm.mmmwmlHtWHWruuw
mrvqunmmmmmmnm.Mmhmmmmmmmmml
nmammmmum
Tnanunupihrﬁdmhmnaumhnwnthmmmumlmmmlm
'I'hepumu]mmmmmamwwmhrmmm-mmmmnmmumah
fodow!
1% (2012 - 0.5%) Increase 1 imerss] rates 105 254 41 683
0.5% (2012 - 0.5%) Dacreass i irderest retes 153 128 (41 883
[d} Crodit Risk
-:rndurulc'rslhen:ulhmammpmpmimwﬂmmnﬂmm;ﬂummﬁlmmmm
chligaton and cause the municipality 1 incur & fingrcss oss
Credit risk consist mainly of cash Depasis, e eguivalents, Irsde and olher raceddalies ang unged
condilanal grants &nd subsidiss
mm!nmmmahapmhhnammmmrimumudmm.ﬁmmm
mﬁ.nmmmmw.mmuﬂmtwsmwmﬁlm
'Dngbingmmlmmaampﬂmmm!wwmdmmu.ﬁwnmm
nmmmmummnmmmmmum-w
immatenal ratura of individual balances in the case of consumer deblons: the municipaiity effectively has
Imrmwmuwm1ntmhﬁmmmlm:ammmm I the case of dabsors
uhnumoummmum.ﬁmﬁamthMammuww:ﬁmm
CNErpes”, "demand for peyment”. *restrclion of sarvices” and, as & lasd reson, “handed over for
eodectian’, whithever procedum s sppicable in lame &t Courei's Cradit Caonrol and Dett Caliachon
Poiicy
All ratas and sevvices ara payasie within 30 days from invoice dale Reder to nots 18 ard 16 for all
nmmwmwmmwmmmwudmmﬂmmm
defauited on their cradit tarms. ﬁbqraﬂrtﬂnbhﬁﬂﬁhrbﬂusmﬂadrmmmatm
re-negotiabad for iha periad undar review.
Balances past oue not impared:
2013 2013 2012 2012
b R % R
Hoo-Exchanps Recwanle
Raies 100:00% 100.00% 143 234
Exghange Recanabios
Elacingiy 1 AR 208 355 1E2% 225 301
Waisr 1. 38% 157 B8 1.19% 148 8
Fehits 0 1% 25 834 0.0 -
Sewwrags L2 A4E 533 575% AE5 540
e 0.53% 75 B0E DT 21 585
BE&6T% S84 104 B8.9244 BE0 803

Mo mesvables &0 pledgad as seclaity far financal lasities.
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mmmnmmnmu-umwm-mmwlm:ﬁmmnm 15 dnd 16 of tha fnancial
Staiaments i& an apprasimation of it fair valis Inberget on overdus belantes are Hickided af primea
Ierding ride plus 1% whane applicabla
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Thi praviaien for beg debts coult be afiocatad batwean tha dforeni casses of abiars as fobows!

013 2013 iz Wiz
L R ] R
Hun-Exchens: Receivanies
Rales 100 007% 4 504 314 100.00% 34T TE
Excharge Recevabing
Eleciricity 2T 15% 3 mE2 TN 2% 2 965 474
‘Wabar 1727% 2464 3N 14 (% 1 865 TIE
Rafusa 231 3313800 22 6% 2814 360
Sewerage A% 4 B26 1524 31145 3 BiEh 20E
Othar Ri1% 15822 T.25% 800 148
100 00% T4 302 8¥ 100%: 12410993
2013 013 012 w12
% R b R
Bag debts wntten of par debtor ciass:
han-Exchangs Becenaties
Rabas 0.00% 0.00% +
Exchange Beceiypiias
Citfer 100.00% (B34 a8a) 0,00 -
100 00r% (BAd4 8B 0.009%: -
Thas erility oy deposits cash with Masor banks with ragh qually credl standing Mo cash ang casn
equivalents ware pledped as securty for financial lsbitiss and no resirictions ware placed on the wse of
ary casn and cash equivalanis for the panod under revieny. AZNOuGH the credd nek pertaining to cash and
A AzuivElerE Bre Sonsidenad 1o be lw, Ihe magmum Sxposurs ore distioasd below
The baris uiitsed by the municipably fof curmant and nan-currant investmants & all istod on e JSE
[First National Bank) The credl guality of these inslitutions 3 evaiusiod based on their requred SENE
ralgases as wal as other media repars, Based on ol pubkc communications, the firancial sustaimabilty
ovakiated to be of high qualty and the credi rigk partsning 1o thase natitutions are considared to be low
The nsk pRNAINNG 12 unpad condmional grants and SUbskies 2 Sonsdemd bo Do vory low, Amounts o
racelvatie from nasional and provingal govemmant ani 1here ane ne axpactation of counler pary detaull.
Long-berm Racansabies and Ciher Deblors e individually evaluated annually ai Baancs Shesl dale for
impaimmant.
2013 22
R R
Firtangial ssssts axposed b coedil ek 8l yaar and ae b folows
Recavables from @ichangs rdnsactions 2 26851 5186 DO&
Recetvables from non-exchanps Fanssstions 280 404 a7 Tes
Cash and Cash Equivalarts 10 BAT 527 5 4dd 671
Tar-Curmenl invasiments ¥REF1 #REF!
Linpaid canditional grants and subsidies BT 651 1 717 B3l
¥REF! WREF!
Liquidity Risk

Prudant liquiddy Hsk maragemant imalies martaniag sufsent cash, he avalssdily of Funging thrsugh an
addaguste amount of cammitbed crack Fcitties. Dus b2 the cynamic naburs of the undedying busitess, the
tredsuly Maintains Hexdbidy in funing by maintaining availabily unoer crect nes.

The entily's nei 1o kguidity i 8 esul of the funds avaliable 1o covsr fule commilmeants. The entity
manages iqudty fsk through an ongoing review of fubure Sommitments-and credit 1sciltas

Thia tabis Selow analyses e enlity's financal fabities into reevant maturty groupings based on the
remarning panod at tha Snancial year end 1o the contraciual matunily dats. The amounts checiased in the
1ainla are the contractual undscountad cesh fiows. Balancas dus wihin 12 months equat their carmng
talances as tho impact of decountng &= nol sgnificant
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Batwaon 1 and & Betwsen S and
Loss than 1 year yEars 10 years Crvar 10 Years
ni
Long Tam ladiilies - Finence Lagse Labsley 81 548 -
Cagilal repayrnents 87 225
It {5578
Pravisians - Landfil Sies T 1E1 458 o ;2
Caphel repayments J 1181 458 - !
Trade ang Oifer Payaoles 1812 528 =
ummlwmmnmmlwmlaammmi 883 1T
Cashand Cash Sguivalents E
12 467 49
Between 1and §  Between 8§ and
Lusa than 1 yoar yuars 10 years Orver 10 Yaars
2012
Long Tem liatdities - Finance Laass Liabity 128278 b
Copral repaymenia 148 370 - -
Irderest |20 083} =
Proveons - Landfit Sies 1122 B E F
Capeal repayments T ]
Trade and Ofhar Payatiks 3 284 G0
Linspert conditicnal Bowamment grams and receipts 6 304 834 -
Cash ang Cash Equivsiards :
1080 #17
13 2012
R L3
FIHANCIAL INSTRUMENTS
I accontance woh GRAD 104 the financial instruments of tha munipality are classified 4s folows:
Einancial Assatg Clanslflication
Invesimants.
Fiked Ceposils Finansal nsiruments at smerised coat
Long-term Receivablos
Officials Housing Loans Fnancial instrumeits a1 ematses aoss
Rates (Re-negotaied terme| Financal nstrumests &l amorised cost
Councifor Alswances Financial inelrumerts al amarised cost
Recelvables
Recanatilas from sachanga transschons Firsncal nsiruments at amortised cost 2 B2E 65T B 166 D05
Recenabios from non-exchangs ransachons Financial instruments at amantised cost B 404 371 765
Oiher Réceivahles
Government Subsidies and Grants Financisl insirumanis at amarised cost Myas 1717 830
Current Portion of Longderm Recelvables
Officials Housing Loena Firancial instruments gt amonisas cast
Sport Giub Loans Financial instrumends al amantised cost
Short-tarm investmant Deposits
il Deposits. Firancial inglrurnents at amartised cos) R 060 154 5831215
Bank Balantes and Cash
Bank Baancas Firsancial melruments sk amortised cast 1026 068 1374 004
Cash Floals ana Advanoes Financial infirumeants &t amorised cogt B ]
14 811 019 14 200 913
SUMMARY OF FINANCIAL ASSETS
Financia mgtrurnents af srorimad cost 14811 018 14 280813
Al amortised cost 14 811 8 14 390 313

FINANCIAL INSTRUMENTS {CONTINUE)
Einanciai Liabdipy

Long-term Liabliies

Page B1




TSOLWANA MUNICIPALITY NOTES OM THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

Capitalsed Lease Lianity

Payables from exchange transsctions
Trate crodiiors

Arraar poriion of long term habdtias
Ratentions

Othar Payabies
Gevenment Subzidies and Grars

Current Portlon of Long-term Lisbilities
Captalizad Laasa Ligtslty

SUMMARY OF FINANCIAL LIABILITY
Financial mstruments &t amonised cost

Finencial instruments of amatised cos

Financial instrumants &l amarised cost
Frencial instrumants & amonissd cos
Finencial instruments a amoresd cost

Fmnencisl ingtrumants al amanisen cost

Financisl ingirumarits gt amarised cost

Page A2

11325 61 B4E

! 850 575 2964834
20 850 30 BSO
431 084 B4 TR
8631 177 & 354 831
50321 B 832

11 865 132 L FERGF
11 555 132 9623 392
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TSOLWANA MUNICIPALITY MOTES ON THE FINANGIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

EVENTS AFTER THE REPORTING DATE

Ceunail took 8 resclustian on g 29th o Rugust 2013 ta pay the 141 Chequa to employees as suggested by
tha desitalor sppainted by SALGA . The suggestion howewsr wES ot supported by SALGA and SALGA = stll
awalling e finalsation of me cour &5ing of e 20th o Augusl 3013 The stimated amourd (s RE20 000

IN-KIND DONATIONS AND ASSISTANCE

The muncipalfy G hot receiva &y in-kind Banaticns ar aasistance duing the paar undsr fevies
FRIVATE PUBLIC FARTNERSHIPS

Council has not entarad nib any privats public parnerships Burnp iha fnarcsl vea
CONTINGENT LIABILITY

Tn-mia‘wit:.rdwunothauz.pmmnrhﬁ:mhrinymmmmmmmmmmhﬂ
labia for & penaity in terme of Section 245 of the Environmaneal Consenation Act

The Trade Union, IMATU, canizsted the implementation of & wags curve Bgrasment in the Labow Coutt and
ihe cour! rued in fevowe of IMATL. The Employers Organisaton SALGA, resolved 1o take the niing of e
I.-H:wﬁnu‘lunmmv.maﬂmﬁmrﬂmnnamlmmmnmﬂmumuhnm«
mmiaanunmmymuu-mmmamummm
mammﬂmmmmruﬁswm'mmwucwmmmmuammw

Teatwana Municipaily b0 pay o Workmens Crommisanar an smourd o RS54 384 Besad on caiculslions mads
sirce 2000

FhegwuF'lmHnCCImmaMmb.WMmemKﬂmcmmm
Trading Jot Venbure ansing out of their nan-payment of imvoices Fwakiiwe Consnichion brought & cefense
ﬁmmlmuumrJ-rnndwmmlmwh&m.mmhﬂh&mhmm&ﬁmmmwm
agrearant. i is for thal reascn inat they dacided io bring an SOPHCENGN 1o join the nunicipaity in the man
cisim, which wes granted by the eourt aloes wrangly Tha Municipaity nas been joined fo the main action ang
umnmnlanmamhmwmdﬁbdmm Tmuian'ﬂ.niofnaluwmuuwmmlmur
lmxﬁdmlhﬁmwrﬁpﬂnﬂwww@uw:tﬂﬂiﬂm

An mmpioyes has allaged camages apainst ihe mumcipaily for defamabon. e adu papers has besn fied 1o
date. Poasibile amaunt {350 000

ﬂn‘rnhasmmmmmmmmmmf&hlmmlmmmmmamt 1he Mayar
wTsm.\marl'unnpaltpnmﬂmmaﬁmmlpmmsmmmmu-mnﬁmw
of 2002 ILPCOS") Possibla amount R200 000

RELATED PARTIES

Hey Manigomant and Councillars receive and Pay for sarvicas on Ihe sama terms and conditicnn sk adbar
Fefepayers / residels

Tha rabas, secvice charges and o fer chargar aie in accordance with approved terilfs ihal weare advertisad 1o
ihe publc Mo bad debt expanses have baen recopnised in fespact of emounts owed by relsted paries.

Retatud Party Loans

Binca 1 July 2004 laans to councibors end senior mansgamant amaloyeas ang nol permiftes. Loans granted
price 10 thes defe are disciosed n nole  fo the Annusl Finarcial Biatemards

Wmﬂuwmmm
The compansation of key management carsannel s set out in note 24 i the Anrus Eirancial Stalemencs
Diher related party transactions

mmmammmnmmmumwmnmmmm

FIANCIAL SUSTAINARRLITY
The indicators or condlons thal mey, Inbachialy of colocively. cast sigrficant doutt aboul (he going
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TSOLWANA MUNICIPALITY NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

TONGCAM assuimiphon ane as follows

Financial Indicatons

The Municipaities cash resenves decreased emendiously qUNng e past few francial yaars
Tl'-ummmmmm&mmammllmmmurﬁsmmmnammim
i the provision for bad debts and is an indicaten thet cash dus I us mignt not be colected The water and
sanfaton lanffs spproved by the distict Municipsiily incrasse sith mana than T00% cn averags shat wil have
& negativn impact on ihe sutstandng debiors a8 well a5 cash flow,

The municipaity reman grans DApENdant 8nd = Aapionry opdans 10 ncreaks 1 revenue scurce of the
murtcpality.

Qther indicators

Possiol outfiow of recounces due the cantingent kabiity disciosad n note 49

Tmnwmmmmmndmuammwﬁumm that any asee moured ag
from 1 July 2011 wil ba for e acocund of Taoheana Municpality which might have @ Negative impest
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TSOLWANA LOCAL MUNICIPALITY

APPENDIX A - Unaudited

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2013

MUNICIPAL VOTES CLASSIFICATION

2012 2012 2012 2013 2013 2013
Actual Actual Surplus/ Actual Actual Surplus/
Income Expenditure (Deficit) Income Expenditure (Deficit)
R R R R R R
2 029 06 ({6016 T08)| (3 886 712)| Municipal Manager 4 286 286 (3 470 122y 816 154
2620 888 (2 760 785) {138 887)| Genaral Council 2 BBO 868 (2 796 734) 84235
7110239 (9092 104) (1 981 BEE)| Finance & Administration 8247 180 (9 105 275) (858 115)
4 750 233 (4 774 639) (24 401)| Administration” Human Resourses 5055 216 (5304 722) (248 506}
271 470 {211 023) 60 447 | Public Safety 1683 068 (530 428) 1 143 640
4 485 657 (5 729 855) (1233 998)| Planning & Development 8080 23 {5 084 797) 4 005 434
369 207 (581 314) (212 107)| Libraries 439 000 (622 474) {183 474)
179334 (87 982) 91 342 | Cemetries 199 148 (43 383) 155 755
A768 174 (653 263) 3114 911 | Sport & Recraation 2285723 (100 412) 2185311
3724 438 {4 391 3200 (666 883} Waste Management 3671676 (4 942 074) {1 270 3898)
4 521 571 (2 205 410) 2 316 160 | Road Transport 3746 256 (6 929 052) (3 182 796}
11 538 723 (6 846 612) 2652111 | Electricity 10917 813 {10 589 550) 248 262
5 250 623 (7 301 048) (2 050 423)| Water 5076116 (5834 670) (758 554;1
2 584 BO7 (7 041 915) (4 447 217)| Waste Water Managemant 3438 424 (3 442 339) (3 815)
53 225 253 (58 593 T86) (& 468 533)] Sub Total 61017 085 (58 B85 040) 2132045
53 225 253 {59 653 788) {6 468 533}| Total &1 017 085 {58 B85 040) 2 132 045
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TSOLWANA LOCAL MUNICIPALITY

APPENDIX B - Unaudited

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2013
GENERAL FINANCE STATISTIC CLASSIFICATIONS

2012 2012 2012 2013 2013 2013
Actual Actual Surplus/ Actual Actual Surplus/
Income Expenditure (Deficit) Income Expenditure (Deficit)

R R R R R R

4 650 584 (8777 424) {4 126 602)| Executive & Council 7 167 256 (6 266 855) 500 400

7110238 (9 092 104) {1981 866)| Budget & Treasury 8 247 160 (9 105.275) (858 115)

4 750 238 (4 774 638) (24 401)| Corporate Services 5055 216 i5 304 722) (243 508)
12 BOB 278 (11 654 566) 1153712 | Communily & Social Services 17 368 846 (11 332 577) 6 036 269
230056814 | (25394 982) {1489 369)| Technical Services 23178609 | (26875610) (3 697 002)
53 226 253 | (50 653 788) {6 458 533)| Total 61017085 | (58 B85 040) 2132 045
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APPENDIX C - Unaudited
TSOLWANA LOCAL MUMNICIPALITY
DISCLOSURES OF GRANTS AND SUBSIDIES IN TERMS DOF SECTION 123 OF MFMA_ 58 OF 2002

Grant Cescrption Balence  Camection  Balance Grants Monins Operating Tapial Balance
1 JULY 2012 of error T ALY 2011 Fateivad Raturnat Expenditise Expenditurs 1 JULY 2092
during the year  during the year
Tramsferned Transtermed
o Revenus to Revenus

UNSFENT AND UNPAID GOVERMMENT GRANTS AND BECEIPTS

R R B R ”R R R R
Z1 877 954 | : 1077 568
398174 300 174
. = . 1280 000 - 3 250 000 - =
imtegrated Netonal Elecinfication Programmas {Eskom) Grant TEERTD - 2 626 979 2000 000 2 E2EBTE . 1 BEE 54T 134004
- BME Projacts. 2626979 - 2620 978 2 000 000 SHeaTe - 1 B85 847 134 004
Municipal Infrastnuctung Srard 1760418 1 7RG 419 9831000 - 324 215 7008 557 4 a0 eaT
Sysigms Improvednent Grant 8 362 E 832 TR0 D00 64 382 . ]
== . . - - - - . -
Total National Government Grants 4415?3_‘@ 0 4 415 T80 25T 172 25&69?-! 44 gag Tan BH?EE_.H 4214&
raject Library - - - 3EE 207 - 388 207 o =
of Fiaods - Internal roads s = . - 1THF B30 {1 747 B3O
[Cribar Housng manies 1007 83 - 1 001 852 - 172 042 823 a1
QFLG B Housing - + . 40% 032 - 805 032 -
1400 Thormnill Housing BH 264 * 63264 - . 53 M
JE71 Tarkesisd Housing 120 448 i 126 448 s ) . a 179 445
1000 Tarkastag Housing 6252 - 476 262 - . - . 276 252
1000 Hofmeayer Housing 135 422 35 472 - - - . 135422
Total Provinclal Govermement Grants 1808 037 - 4 EEIS.IJ_E? o7& F3g 1143 21 1717 230 {233 3‘352
Cistrict Munlcipality Grants
mhabiliation of internal roeds 106 274 . 106 374 = . : - HEF]
fothar - IOF - - - 4 247 24 247 70 o0
| Tandergate Goal Progect B411 . B417 118800 116 800 . 2411
Tatal District Municipality Gramts 117 BA8 - 117 885 213847 - 143 447 - 167 BES
- 40 000 - . 40 000
- . - 100221 - 10031 ‘
173 580 - 173 580 - 173 680
1485 987 . 145 BET - - 46 AT
55145 - 55145 . - 55145
112 657 - 112 BaT - - 112887
22083 - 22 083 - 22083 -
53000 - 53 D00 GrATE - . - 120175
150 000 . 150006 . - 56 508 - B3 425
< ' = 243 204 - 243 209 - .
Total Other Grant Providers T3 502 . LR -] 450 705 508 707 - 558 500
Tiortal & 053 004 . B 253 004 17 585 63 26 544 604 10 580 324 4 677 D1
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APPENDIX D - Unaudited
TSOLWANA LOCAL MUNICIPALITY
DISCLOSURES OF GRANTS AND 3UBSIDIES IN TERMS OF SECTION 123 OF MFMA, 58 OF 2003

Grant Descrption Balance  Comcton  Balance Grants Monies Cperating Capital Balance
TJULY 2612 ofemor  1TJULY 2012 - Recsived Retumed Espenditure  Expenditwre 30 JUNE 2013
during the year during the vear
Transierned Transfarmen
toRevense o Revenue

R R [} R R R R
: - & = 24741 418 24 741 £79 -
MT - 1% Conirbution Audit fees - - 501 332 501 232
Local Govemiment Financial Manageman: Grant - - . 1 500 000 1500000 - .
Inegrated Naticnal Emcirficaton Fragramme (Eskom| Grars 134 004 - 134 D04 2 600 000 - - 1883 758 180 236
= DME Projects 134 004 134 004 2 00 G600 - . 1 B53 768 180 36
Murtispal nfrasinicture Srand 4 080847 4 08B0 B4T 11 663 000 1 406 D52 5B4 150 B 174876 4 508 568
Murmcpal Systeme imorovemant Grant 0 - a B30 DOO E00 D00 . 1]
x a 1 D00 000 1 GO0 000 <
otad Mational Government Grants 4 214 651 = 4 214 851 _ﬁ_?ﬂ_ 26 155 301 10 128 B45 5 A6 B4
I e ity T T L
Erovinglal Governmant Grants
f = . A3E 000 435 Q00 - ‘
- Intarnal roads {1 717 830y, . (1 717 8304 3502 051 154 383 2503 484 (91T 851)
B2 E1Y - B2g 611 H2E 811
83 264 . 53264 4 200 55 (54
129 448 . 120 448 128 4d5 . v
Zreasa - 276 353 - 133263 - £3 988
136422 - 135 422 = - = 135422
Total Provineial Government Gramts 263 EI5) = 1285 pon) 3 847 5y G55 Fa7 2500 agk 1§g434
TG 274 - 106 774 - - . 108 274
0000 . T 000 - 0000
B4t - Bdi11 30 D00 - 38411
= - 2 000 000 - . 2000 000
Total Destrict Mundcipality Grants. 187 BES - 167 888 2 030 000 - 2217 636
40000 . 40000 A00O0
- 250 000 240 EAR 12
T dad T4 448 .
148 987 - 148 987 146 Gay
55144 %5145 55145
112 ST - 112 E97 M2 aey
120175 - 120175 BT 880 208 188
B3 455 - B3 285 - = 83 408
558 500 - 208 500 17 438 330 338 . A4l G2
4877 001 . 48TT B0 43§14 239 340 449 534 12632 139 713 525
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