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Kou-Kamma Municipality
Annual Financial Statements for the vear ended 30 June 2014

Accounting Officer’s Responsibilities and Approval

The accounting officer Is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate
accounting records and is responsibie for the content and Integrity of the annual financlal statements and refated financial
information Included in this repert. It is the responsibliity of the acoounting officer to ensure that the annual financlal
statements falrly present the state of affairs of the municipality as at the end of the finangjaf vear and the results of its
operations and cash flows for the period then ended, The external auditors are &ngaged to express an independent
opinion on the annua) financial stotements and was Biven unrestricted access to all financig| records and relsted data.

The annual financial statements have been prepared In accordante with Standards of Generally Recognised Accounting
Practice (GRAP) including any Interpretations, guidelines and directives Issued by the Accounting Standards Board,

The annual financial statements are based upon appropriate accounting policles consistently applied and supported by
reasonable and prudent judgements and estimates,

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control
established by the municipality and place considerable importance on maintalning a Strong control environment, To
enable the accounting officer to meet these responsibilities, the accounting sets standards for internal controf simed at
reducing the risk of error or loss in a cost effective manner. The stendards inciude the proper delegation of responsibllities
within a clearly defined framework, effective accounting procedures and adequate sagregation of duties to ensure an
acceptable levei of risk. These controls are monitored throughout the municipality and o)) employees are required to
maintain the highest ethical standards ensuring the municipality’s business Is conducted In manner that in all reasonahle
circumstances is above reproach. The focus of risk management in the municipailty is on identifying, assessing, managing
and monftoring all known forms of risk across the muricipality. While opersting risk canpot be fully eliminated, the
municipality endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and ethical behaviour

are applied end managed within predetermined Pracedures and constralnts.

The accounting officer Is of the opinlon, based on the Information and expianations given by management that the system
of internal controls provides ressonable assurance that the financlal records may be relied on for the preparation of the
annual financlal statements. Howevet, any system of internal financial control can be proved only reasonable, and not

absolute, assurance against material misstatement,

The accounting officer has reviewed the municipality’s cash flow forecast for the year to 3g June 2014 and in the light of
this review and the current financial position, he 15 satisfied that the municipality k25 aceess 1g adequate resources to

continu in opergtional existence for the foreseeable future.

The annual financial statements have been prepared on the going concemn basls, were approved and signed by the
accounting officer on the 05™ November 2014,

. UNICIPAL MANAGER

Signature M.M







REPORT OF THE AUDITOR-GENERAL TO THE EASTERN CAPE PROVINCIAL
LEGISLATURE AND THE COUNCIL ON THE KOU-KAMMA MUNICIPALITY

REPORT ON THE FINANCIAL STATEMENTS
Introductiaon

1. 1 have audited the financial statements of the Kou-Kamma Municipality set out on pages ... to
..., which comprise the statement of financial position as at 30 June 2014, the statement of
financial performance, statement of changes in net assets, cash flow statement and statement
of comparison of budget information with actual information for the year then ended, as well as
the notes, comprising a summary of significant accounting policies and other explanatory
information.

Accounting officer’s responsibility for the financial statements

2. The accounting officer is responsible for the preparation and fair presentation of these
financial statements in accordance with South African Standards of Generally Recognised
Accounting Practice (SA Standards of GRAP) and the requirements of the Municipal Finance
Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) and the Division of
Revenue Act of South Africa, 2013 (Act No, 2 of 2013) (DoRA), and for such internal control
as the accounting officer determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error,

Auditor-general's responsibility

3. My responsibility is to express an opinion on these financial statements based on my audit. |
conducted my audit in accordance with the Public Audit Act of South Africa, 2004 (Act No. 25
of 2004) (PAA), the general notice Issued in terms thereof and International Standards on
Auditing. Those standards require that | comply with ethical requirements, and plan and
perform the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement,

4. An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statemerts In order io design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well
as evaluating the overall presentation of the financial statements,

5. | believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis
for my qualified audit opinion,

Basis for qualified opinion
Revenue

8. The municipality did not charge all service deblors for water usage every month during the
financial year ended 30 June 2014. Due to the lack of adequate systems in place, if was
impracticable for me to determine the full extent of the understatement of the service charge
revenue. | was unable to confirm the revenue by alternative means. Consequently, | was
unable to determine whether any adjustments were necessary relating to the service charge
revenue disclosed at R 22,0 milion (2013 R 17.7 million) in note 19 1o the financial
stalements.



Qualified opinion

7. In my opinion, except for the possible effects of the matter described in the basis for qualified
opinion paragraph, the financial statements present fairly, in all material respects, the financial
position of the Kou-Kamma Municipality as at 30 June 2014 and its financial performance and
cash flows for the year then ended, in accordance with SA Standards of GRAP and the
requirements of the MFMA and DoRA.

Emphasis of matters

8. ! draw attention to the matters below. My opinion is not modified in respect of these matters.
Impairments

9. As disclosed in note 3 to the financial statements an amount of R 26,9 million (2013; R 19,6
million} in respect of receivables from exchange transactions has been impaired as a result of
non payment of consumer debtor accounts.

10. As disclosed in note 4 to the financial statements an amount of R 8,2 million (2013: R 8,1
million) in respect of receivables from non-exchange transactions has been impaired as a
resuit of non payment of consumer debtor accounts.

Material Losses

11. As disclosed in note 33 to the financial statements the municipality incurred material losses
relating to electricity totailing R2,3 million during the year as a result of incomplete records and
insufficient infrastructure to provide the necessary information in this regard.

Unauthorised expenditure
12. As disclosed in note 32 fo the financial statements the municipality incurred unauthorised
expenditure totalling R16, 2 million during the year mainly due to non - cash items.

Irregular expenditure

13. As disclosed in note 32 to the financial statements the Municipality incurred irregular
expenditure totalling R 29,8 million (2013: R 20,0 million) as a result of not adhering to supply
change management (SCM) regulations.

Financial sustainability
14. The municipality's current liabilities exceeded its current assets. This situation, along with

other matters as disclosed in note 42, indicates that the municipality may encounter difficulty
realising its assets and discharging its liabilities during the normai course of business,

Additional matter
15,1 draw attention to the matter below. My opinion is not modified in respect of this matier,

Unaudited disclosure notes

16 In terms of section 125(2)(e) of the MEMA the municipality is required 1o disclose particulars
of non-compliance with this legistation. This disclosure requirement did nol form part of the
audil of the financial statements and accordingly | do not express an opinion thereon.

‘? 1
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REPORT ON OTHER LEGAIL. AND REGULATORY REQUIREMENTS

In accordance with the PAA and the general notice issued in terms thereof, | report the following
findings on the reported performance information against predetermined objectives for selected
development priorities presented in the annual performance report, non-compliance with legislation
as well as internal controi. | performed tests to identify reportable findings as described under each
subheading but not to gather evidence to express assurance on these matters, Accordingly, | do
not express an opinion or conclusion on these matters.

Predetermined objectives

17. | performed procedures to obtain evidence about the usefulness and reliability of the reported
performance information for the following selected development priority presented in the
annual performance report of the municipality for the year ended 30 June 2014:

KPA 2 - Basic Service Delivery and Infrastructure Investment (Technical and Community
Services).

18. | evaluated the reported petformance information against the overall criteria of usefulness and
reliability.

19. | evaluated the usefulness of the reported performance information to determine whether it
was presented in accordance with the National Treasury’s annual reporting principles and
whether the reported performance was consistent with the planned development priorities. |
further performed tests to determine whether indicators and targets were well defined,
verifiable, specific, measurable, time bound and relevant, as required by the National
Treasury's Framework for managing programme performance information (FMPP}),

20. ! assessed the reliability of the reported performance information to determine whether it was
valid, accurate and complete.

21, The material findings in respect of the selected development priority is as follows:

KPA 2 — Basic Service Delivery and Infrastructure Investment {Technical and Community
Services)

Usefuiness of reported performance information
Measures taken to improve performance not disciosed

22. Section 46 of the Municipal Systems Act (Act No. 32 of 2000) (MSA) requires disclosure in the
annual performance report of measures taken to improve performance where planned targets
were not achieved. Measures to improve performance for a total of 46% of the planned targets
not achieved were not reflecied in the annual performance report. This was due to the lack of
review of the presentation of the annual performance report by management.

Reported indicators and targets not consistent with planned indicators and targets

23. Section 41(c) of the MSA requires the annual performance plan to form the basis for the
annual report, therefore requiring consistency of objectives, indicators and targets between
planning and reporting documents. A total of 93% of the reported indicators and targets were
not consistent with those in the approved annual performance plan. This was due to a lack of
review of the annual performance reporl by management.
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Changes to indicators and targets not approved

24. Section 54(1){c) of the MFMA determines that the service delivery and budget implementation
plan adopted by the municipal council may be amended only if the council approves an
adjustment budget. Changes to the service delivery and budget implementation plan in the
year have to be made in accordance with the process as prescribed per section 28 of the
MFMA. Material changes were made to the indicators and targets in the annual performance
report, without following the process as prescribed in section 28 of the MFMA and without
adoption by the municipal council. This was due to a lack of controls in place and lack of
review by management to ensure consistency,

Performance targets not specific and measurable and indicators not well defined and
verifiable

25. The FMPPI requires the foliowing:

¢+ Performance targets must be specific in clearly identifying the nature and required level of
performance. A total of 40% of the targets were not specific.

» Performance targets must be measurable. | could not measure the required performance
for 44% of the targets.

« Performance indicators must be well defined by having clear data definitions so that data
can be collected consistently and is easy to understand and use. A total of 58% of the
indicators were noi well defined.

+ Performance indicators must be verifiable, meaning that it must be possible to validate the
processes and systems that produced the indicator. A total of 56% of the indicators were
not verifiable. This was due to management not adhering to the requirements of the
FMPPI due to a lack of technical indicator descriptions.

Reliability of reported performance information

26. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and store
performance information to ensure valid, acturate and complete reporting of actual
achievements against planned objectives, indicators and targets. | was unable to obtain the
information and explanations | considered necessary 1o satisfy myself as to the reliability of the
reported performance information. This was due fo limitations placed on the scope of my work
due to the fact that the auditee could not provide sufficient appropriate evidence in support of
the reported performance information.

Additional matter
27. 1 draw attention to the following matter,

Achievement of planned targets

28. Refer to the annual performance report on pages... to ... for information on the achievement
of planned targets for the year. This information should be considered in the context of the
malerial findings expressed on reliability and usefulness and reliability of the reported
performance information as reported above.
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Compliance with legislation

29, | performed procedures to obtain evidence that the municipality had complied with applicable
legislation regarding financial matters, financial management and other related matters. My
findings on material non-compliance with specific matters in key legislation, as set out In the
general notice issued in terms of the PAA, are as follows.

Strategic planning and performance management

30. Measurable performance targets for the financial year with regard to each of the objectives
and key performance indicators were not set in the [DP, as required by section 41(1)(b) of the
MSA and the Municipal planning and performance management regulations 12(1) and
12(2)(e).

31. Revisions to the service delivery and budget implementation plan were not approved by the
councit after the approval of the adjustments budget, as required by section 54(1)(c) of the
MFMA.

32. The annual performance report for the year under review did not include:
* acomparison of the performance with the previous financial year and
« measures taken to improve performance,
as required by section 46 (1)(b) and (c) of the MSA,

33. The performance management system and its related controls were inadequate as it did not
describe and represent the processes of performance (planning, monitoring, measurement,
review, reporting and improvement) and how it is conducted, organised and managed, as
required by sections 38 of the MSA and regulation 7 of the Municipal planning and
performance management regulations.

Budgets

34. Expenditure was incurred in excess of the limits of the amounts provided for in the votes of the
approved budget, in contravention of section 15 of the MFMA.

Annual financial statements and annual report

35. The financial statements submitted for auditing were not prepared in all material respects in
accordance with the requirements of section 122 of the MFMA. Material misstatements of
disclosure items identified by the auditors in the submitted financial staterments were
subsequently corrected, but the uncorrected material misstatements resulted in the financial
statements receiving a qualified audit opinion.

Audit committee

36. The audit committee did not review all the quarterly internal audit reports on performance
measurement, as required by Municipal planning and performance management regulation
14(4)(a)(i). as these were not provided to them timeously.

Procurement and contract management

37. Goods and services with a transaction value of below R200 000 were procured without
obtaining the required price quotations as required by SCM regulation 17(a) & (c).

38. Contracts were extended/ modified without tabling the reasons for the proposed amendment in
the council of the municipality, as required by section 116(3) of the MFMA.

39. The performance of contractors or providers was not monitored on a monthly basis, as
required by section 116(2)(b) of the MFMA.

Expenditure management

40. Reasonable sieps were not faken to prevent unauthorised expenditure, irregular expenditure
and fruitiess and wasteful expendiiure, as required by section 62(1)(d) of the MFMA.
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Conditional grants and transfers

41. The municipality did not evaluate its performance in respect of programmes or functions
funded by the Municipal Infrastructure Grant aliocation, Municipal Systems Improvement Grant
attocation, and Local Government Financial Management Grant allocation, as required by
section 12(5) of the DoRA.

Revenue management

42, An effective system of internal control for revenue was not in place, as required by section
64(2)(f) of the MFMA,

43. Interest was not charged on all accounts in arrears, as required by section 64(2)(g) of the
MFMA.

Asset management
44. An adequale management, accounting and information system which accounts for assets was
not in place, as required by section 63(2)(a) of the MFMA.,

Consequences management

45. Unauthorised, imegular expenditure and fruitless and wasteful expenditure incurred by the
municipality was not investigated to determine if any person is liable for the expenditure, as
required by section 32(2)(a){ii) of the MFMA, as R15 million of the unauthorised expenditure
related 1o non-cash items, and R28 million of the irregular expenditure related to current year
expenditure on a housing tender entered into in the prior year.

46. Council certified unauthorised, irregular expenditure and fruitless and wasteful expenditure as
irrecoverable without having conducted an investigation to determine the recoverability of the
expenditure, in contravention of section 32(2)(a)(ii) of the MFMA.

internal control

47. | considered internal control reievant to my audit of the financial statements, annual
performance report and compliance with legisiation. The matters reporied below are limited to
the significant internal control deficiencies that resulted in the basis for the qualified opinion,
the findings on the annual performance reporl and the findings on non-compliance with
legistation included in this report,

Leadership

48. Leadership have not instituted all the disciplines necessary to enable effective oversight that
promotes efficiency and effectiveness in financial management, service delivery reporting and
compliance with laws and regulations, thus not setting the correct tone for the credibility of all
reports generated by the administration, Consequently repeat audit findings occurred during
the year under review.

49. Leadership have not implemented an effective performance management system that enables
the leadership to monitor, oversee and hold all personnel accountable for the work that they
perform through proper consequence management.

50. Leadership has not sufficiently exercised their oversight responsibility over performance
information. This is as a result of inadequate reviews of documenis perlaining to the
performance information section.

Financial and performance management

51. The municipality did not fully implement and monilor controls over record management to
ensure the maintenance of information that supports the reported perdormance. The lack of
record management resulled in financial and performance reponts nol being accurate and
complete. f not appropriately addressed by the municipality, this can impact the sustainability
of the reporied opinion. i is however noled lhat ihe financial slatements ware prepared
inlernally in an effort to reduce the municipality's reliance on consullants.
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52. There is a lack of processes in place to ensure compliance with |aws and regulations. As a
result management did not effectively monitor and address areas of non-compliance.

Governance

53. A risk register has been put in place and an internal audit unit has been appointed. However,
the risk assessment which took place during the year was inadequate and risks identified in
this assessment were not appropriately addressed within the control environment. The internal
audit unit did not conduct all required audits per the internal audit plan. The audit committee
was also not provided with required information in a timely manner to allow them to adequately
report on this information. Due to these limitations the municipality could not be sufficiently
guided regarding internal controls, financial, performance and risk management.

I\Luh{u L::(.\gp.l‘:

East London
30 November 2014

AUDIT OR-GENFKAMAIL
SOUTH AFRICA

Audling o builel poblie o nfiddones
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KOU-KAMMA MUNICIPALITY
STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2014

ASSETS

Current Assets

Inventories

Receivables from Exchange Transactions
Receivables from Non-exchange Transactions
VAT Receivable

Cash and Cash Equivalents

ilon-Current Assets

Property, Plant and Equipment

Intangible Assets
Investment Property

Total Assets

LIABILITIES

Current Liabilities

Consumer Deposits

Current Portion of Long-term Liabilities
Provisions

Payables from Exchange Transactions
Payables from Non-exchange Transactions
Unspent Conditional Grants and Receipts

Non-Current Liabilities

Long-term Liabllities
Employee Benefit Liabilities
Non-current Provisions

Total Liabilities

Net Assets

NET ASSETS
Accumulated Surplus

Total Net Assets

Note

Do b WN

10
14
11

12

13

14
15

16

Actual
2014 2013
R R

25,812,486 22,235,204
762,427 846,972
5,491,872 3,544,845
8,979,536 12,038,344
2,290,373 234,141
8,288,278 5,670,902
322,607,284 316,430,514
286,493,055 290,350,203
737,721 668,852
25,376,508 25,411,459
348,419,770 338,665,718
32,360,002 23,687,630
104,700 104,700
238,354 260,444
984,531 1,018,304
26,452,178 16,702,037
4,580,329 5,602,145
3,261,101 2,864,846
2,094,050 1,747,619
1,167,051 1,117,227
35,621,193 26,552,476
312,798,577 312,113,242
312,798,577 312,113,242
312,798,577 312,113,242
312,798,577 312,113,242
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KOU-KAMMA MUNICIPALITY
STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2014

Actual
Note 2014 2013
R R
REVENUE
Revenue from Non-exchange Transactions
Property Rates 17 13,285,401 13,443,080
Fines 656,437 485,531
Income for Agency Services - .
Government Grants and Subsidies Received 18 95,740,215 74,523,182
Revenue from Exchange Transactions
Service Charges 19 21,977,718 17,684,104
Rental of Facilities and Equipment 20 453,083 130,775
interest Earned - External investments 21 710,367 507,258
Other Revenue 22 693,075 1,735,838
Licences and Permits 1,648,462 1,361,505
Total Revenue 135,064,758 109,961,273
EXPENDITURE
Employee Related Costs 23 (33,450,844) (30,798,779)
Remuneration of Councillors 24 (2,768,281) (2,538,807)
Depreciation and Amortisation 25 (18,907,196) (19,853,5086)
Bad debts (10,331,914) {5,969,453)
Repairs and Maintenance (1,158,578) (1,349,934)
Finance Costs 26 (346,188) (466,314)
Bulk Purchases 27 (2,737,827) (2,579,140)
Contracted Services 28 (2,845,179) (2,853,560)
Grants and Subsidies Paid 29 (45,060,716) (39,008,641)
General Expenses 30 (16,712,802) {(19,462,013)
Loss on Disposal of Property, Plant and Equipment (69,708) (464,136)
Debt impairment recognised - (13,032,002)
Total Expenditure (134,379,423) (138,376,385)
SURPLUS / (DEFICIT) FOR THE YEAR 685,335 (28,415,112)

Refer to Statement of Comparative and Actual Information for
explanation of budget variances




KOU-KAMMA MUNICIPALITY
STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2014

Description
Accumulated
Surplus / Total
{Deflcit)
R R

2013
Baiance at 30 June 2012 340,528,354 340,528,354
(Deficit) for the year (28,415,112) (28,415,112)
Balance at 30 June 2013 312,113,242 312,113,242
2014
Balance at 30 June 2013 312,113,242 312,113,242
Surplus for the year 685,335 685,335
Balance at 30 June 2014 312,798,577 312,798,577
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KOU-KAMMA MUNICIPALITY

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2014

Actual
Note 2014 2013
R R
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts
Sale of goods and services 35,919,556 31,612,715
Government Grant and Subsidies 18 95,740,215 74,523,182
Licence and permits 1,548,462 1,361,505
interest Received 21 710,367 597.258
Other Receipts 1,146,158 1,866,613
Payments
Payments to Suppliers and employees
Employee Related Costs 23 (33,450,844) {30,798,779)
Remuneration of Councillors 24 (2,768,281) (2,538,907)
Interest Paid 26 (346,188) (466,314)
Suppliers Paid (67,793,126) (62,308,298)
Other Payments {2,845,179) (2.853,560)
NET CASH FLOWS FROM OPERATING ACTIVITIES M 27,861,140 10,995,415
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Property, Plant and Equipment 7 (25,116,533) (11,668,797)
Purchase of Intangible Assets 8 (352,570) {166,305)
Proceeds on Digposal of Property, Plant and Equipment 325,339 165,644
Movement in unspent conditional grants assets - 979,836
HET CASH FLOV/S FROM INVESTING ACTIVITIES (25,143,764) (10,689,622)
CASH FLOWS FROM FINANCING ACTIVITIES
NET CASH FLOWS FROM FIMANCING ACTIVITIES 2,717,376 305,793
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVYALENT 6 2,717,376 305,793
Cash and Cash Equivaients at Beginning of Period 5,670,902 5,265,109
Cash and Cash Equivalents at End of Period 8,288,278 5,570,902
8
a
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KOU-KAMMA MUNICIPALITY
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS

as at 30 June 2014
Budget
Adjustments Actual Income | Actual Outcome
(i.o.. 628 & s31 OF Unauthorised Variance As % Of Final {As % Of Original
Description The _M_u_s_a Final Budget Actual Income Expenditure Variance percentage |  Budget Budget Netes
4 5 ] T 8 9
R
Financlal Performance N R R R R z
_u_,ow.m_.E Rates 14,895,517 {300,000) 14,395,517 13,285,401 {1.110.1186) 8% 92% B9%,|
Service Charges 20,907,483 412,070 21,319,553 21,977,718 658,165 3% 1
Rental of Facilities and Equi . 03% 105%
quipment 108,047 28,695 136,742 453,083 316,341 231% 331% 419%|N1
_Je.mm::m:_ Revenue 705,030 (52,173) 652,857 710,367 57,510 9% 108% 1%
_u._=mm . 4,000,000 {3,400,000) 600,000 656,437 56,437 9% 108% 16%
Licences and Perinits 4,160,674 (2.178,047), 1,982,627 1,548,462 {434,165 -22% 78% a7%|N1
Government grants and subsidies 58,652,997 26,702,003 85,355,000 95,740,215 10,385,215 12% 112% 163%
Other Own Revenue 4,558,931 5,914,600 10,473,531 893,075 {9,780.456) -93%) T% 15%|N2
Total Revenue (Excluding Capital Transfers & Contributlons) 107,988,679 26,027,148 134,915,827 135,084,758 - 148,831 0% 100% 125%
Employee Costs 36,232,000 (3,569,000} 32,663,000 33,450,344 787.844 787.844 2% 102% 92%
Remuneration Of Councillors 2,768,733 (1) 2,768,732 2,768,281 (451) 0% 100% 100%
Debl Impairment 2,580,422 7,733,001 10,313,423 10,331,914 18,491 18,491 0% 100% 400%|N3
Depreciation & Asset Impairment 3,964,061 (17.978) 3,946,083 18,907,196 14,961,113 14,961,113 379% 479%! 477%|N4
Finance Charges 150,113 (99.868) 50,245 346,188 295,943 205,943 589% 680% 231%|N1
Materials & Bulk Purchases 4,256,215 {1,408,804) 2,847 411 2,737,927 {108,484) 4% 965% 64%
Repairs and Maintenance 1,823,867 {756,425) 1,067,242 1,158,578 91,336 91,336 9% 109% 64%
Contracted Services 3,539,080 (561,708) 2,977,382 2,845,179 (132,203) 4% 96% 80%
Transfers & Granis 15,683,000 30,971,835 46,654,835 45,060,716 (1.594,118) -3% 97% 287%,
Other Expenditures 18,088,920 {1.430,214) 17,638,706 16,712,802 (925,904) 5% 95% 88%
Loss on disposal of asset - - - 59,798 59,798 59,798 0% 0% 0%
Total Expenditure 90,068,221 30,860,838 120,927,059 134,379,423 16,214,525 13,452,364 11% 111% 149%
Surplus/{Deficit) 17,922,458 {3,933,800) 13,988,768 685,325 (16,214,525)| (13,303,433) -95% 5%] 4%
Capital Expenditure 21,886,518 | 9,572,718 | 31,459,237 ] 25,460,103 | {5,990,134)] -19%| B1%] 116%{NE ]

Notes and Legends:
N1

N2

N3

N5

NG

This amount is not considered to be material hance no further explanation is required.

The difference Is due to provision made for the recoverability of long outstanding debt of R 4.6 million, together with a R 2 million budget for the sale of land
which did not materialise. A Vat refurd of R 3.4 million was budgeted for however the actual at refund was allocated to a government grant and subsidies.
Therefore the total actual amount received excesds the budgeted revenue after taking into account these changes.

The total amount provided exceeded the budgeted amount due to the non recoverability of long outstanding debt recalculated at year end.

Due ta the unbundling of assets in the current year the true value of depreciation was not kncwn at the date of drafting the budget.

Disaster funding of R 8.4 million was received in February 2014, and could not be fully spent due to time constraints. Councl applied for the roll over of
funding to the value of R 2.2 million. Funding for housing of R 1.2 million and fiood relief of R 1.9 milion was received and not yet spent at year end due to
the contractors not submitted their claims timeously.

The Capital budget includes vat while the actual capital expenditure excludes vat. The value of the vat excludad from the reported expenditure amounts to R3 706 841. This does not
represent an underaxpenditure of the capital budget, but rather a difference in the reporting of vat between the budget {including vat) and additions {excluding vat).

Adding to this is the balance of the Disaster Grart of R 2 127 346 that remained unspend at year end {note 13). National Treasury transferred this funding to the municipality in
February 2014, and this fimited timeframe the expenditure of 75% can be considered an achievement.
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KOUKAMMA MUNICIPALITY

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2014

BASIS OF PRESENTATION

The financial statements have been prepared in accordance with the effective Standards of Generally Recognised Accounting
Practices (GRAFP) listed below including any interpretations, guidelines and directives issued by the Accounting Standards Board and
the Municipal Finance Management Act, 2003 {Act No. 56 of 2003).

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historical cost
convention unless specified otherwise. They are presented in South African Rand.

A summary of the significant accounting policies are disclosed below.

These accounting policies are consistent with the previous period, except for the changes set out in note 1.6 standards and
interpretations effective and adopted in the current year.

1. 1 CHANGES IN ACCOUNTING POLICY AND COMPARABILITY

Accounting Policies have been consistently applied, except where otherwise indicated below,
The details of any resulting changes in accounting policy and comparative restatements are set out below.

The municipality changes an accounting policy only if the following instances:

{a} is required by a Standard of GRAP; or

{b} results in the financial statements providing reliable and more relevant information about the effects of transactions, other events or
conditions on the entity's financial position, financial performance or cash flow,

1. 2 CRITICAL JUDGEMENTS, ESTIMATIONS AND ASSUMPTIONS

In the application of the municipality's accounting policies, which are described below, management is required to make judgements,
estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from cther sources. The
estimates and associated assumptions are based on historical experience and other factors that are considered to be relevant. Actual
results may differ from these estimates.

These estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates are recognised in
the period in which the estimate is revised if the revision affects only that peried, or in the period of the revision and future periods if the
revision affects both current and future periods.

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

Statements:

1. 2. 1 Revenue Recognition

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

In making their judgement, management considered the detailed criteria for the recognition of revenue as set aut in GRAP 9 and GRAP
23, In particular, whether the municipality, when goods are sold, had transferred to the buyer the significant risks and rewards of
ownership of the goods and when services is rendered, whether the service has been rendered. Also of importance is the estimation
process involved in initially measuring revenue at the fair value thereof. The management of the municipality is satisfied that
recognition of the revenue in the current year is appropriate. At the time of Initial recognition it is inappropriate to assume that the
collectability of amounts owing by individual recipients of goods or services will not occur, because the entity has an obligation to collect
all revenue.

1, 2. 2 Financial assets and liabilities

The classification of financial assets and liabilities, into categories, is based on judgement by management. Accounting Policy on
Financial Assets Classification and Accounting Policy on Financial Liabilities Classification describe the factors and criteria considered
by the management of the municipality in the classification of financial assets and liabilities,

In making the above-mentioned judgement, management considered the definition and recognition criteria for the classification of
financial instruments as set out in GRAP 104. Financial Insiruments.

1. 2. 3 Impairment of Financial Assels
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KOUKAMMA NMUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2014

Accounting Policy on Impairment of Financial Assets describes the process followed to determine the value by which financial assets
should be impaired. In making the estimation of the impairment, the management of the municipality considered the detailed criteria of
impairment of financial assets as set out in GRAP 104: Financial Instruments, and used its judgement 1o select a variety of methods
and make assumptions that are mainly based on market conditions existing at the end of the reporting period. The management of the
municipality is safisfied that the impairment of financial assets recorded during the year is appropriate.

The calculation in respect of the impairment of debtors is based on 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.

This was performed per service-identifiable categories across all classes of debtors.
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KOUKAMMA MUNICIPALITY

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2014

BASIS CF PRESENTATION (Continued)
1. 2 CRITICAL JUDGEMENTS, ESTIMATIONS AND ASSUMPTIONS (Continued)

1. 2. 4  Uselul lives of Property, Plant and Equipment, intangibie assets and In vestment property

The municipality depreciates/amortises its properly, plant and equipment, investment property and intangible assets over the estimated
useful lives of the assets, taking into account the residual values of the assets at the end of their useful lives, which is detarmined when
the assets are available for use. The useful lives of assels are based on management's estimation. Management considered the
impact of technology, availability of capital funding, service requirements and required return on assets in order to determine the
optimum useful life expectation, where appropriate. The estimation of residual values of assets Is based on management’s judgement
as o 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.

1. 2. 5 Impairment: Write down of Property, Plant and Equipment and Inventories

Accounting Policy on PPE - Impairment of assets and Accounting Policy on Intangible assets - Subsequent Meastrement,
Amortisation and Impairment and Accounting Pelicy on Inventory - Subsequent measurement describes the conditions under which
non-financial assets are tested for potential impairment losses by the management of the municipality. Significant estimates and
judgements are made relating to PPE impairment testing, Intangible assets impairment testing, write down of Inventories io the lowast
of Cost and Net Realisable Values (NRV) and whether assets should be written down to current replacement cost.

in making the above-mentioned estimates and judgement, management considered the subsequent measurement criteria and
indicators of potential impairmnent losses as set out in GRAP 21: Impairment of Non-Cash generating Assets and GRAP 26; Impairment
of Cash generating Assets. In particular, the calculation of the recoverable service amount for PPE and intangible assets and the NRY
for inventories involves significant judgement by management. During the year no impairments were made to PPE, intangible assets or

inventory.

1. 2. & Waterinventory

The estimation of the water stock in the reservoirs is based on the measurement of water after the depth of water in the reservoirs have
been determined, which is then converted into volumes based on the total capacity of the reservoir.

1. 2. 7 Defined Benefit Plan Liabilities

The municipality obtains actuarial valuations of its defined benefit plan liabilities. The defined benefit obligations of the municipalily that
were identified are Post-retirement Health Benefit Obligations and Long-service Awards. The estimated liabilities are recorded in
accordance with the requirements of GRAP 25. Details of the liabilities and the key assumptions made by the actuaries in estimating
the liabilities are provided in the notes to the Annual Financia) Statements.

1. 2. 8 Provisions and contingent liabilities

The Municipality has an obligation to rehabilitate its landfill sites in terms of its license stipulations. Provision is made for this obligation
based on the net present value of cost. Addilional disclosure of these estimates of provisions are Included in Note 15 Provisions. A
valuation report is prepared annually by the Province of the Eastermn Cape Local Govemment and Traditional Affairs Department. This
report is an effect to ensure that Kou-kamma Local Municipality complies with the Waste Act and the Generally Recognised Accounting
Practice (GRAP} 17 and 19 requirements and standards. GRAP 17 requires the cost of rehabilitation of landfill sites to be capitalised as
property, plant and equipment and within GRAP 17 the interest of this report is in the depreciation rate of the sites. GRAP 19 requires
for costs of rehabilitation of landfill sites to be provided for.

1. 2. 9 Budget information

Deviations between budget and actual amounte are regarded as material differences when a 10% deviation exists. All material
differences are explained in the notes to the annual financial statements.

1. 3 PRESENTATION CURRENCY

The Annual Financlal Statements are presented in South African Rand, rounded off to the nearest Rand, which is the municipality's
functional currency.

1. 4 GOING CONCERN ASSUMPTION

The Annual Financial Statements have been prepared on the assumption that the municipality will continue to operate as a going
concern for at least the next 12 months.
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KOUKAMMA MUNICIPALITY
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FOR THE YEAR ENDED 30 JUNE 2014

1. 5 OFFSETTING

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or permitted by a Standard of GRAP
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KOUKAMMA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2014

BASIS OF PRESENTATION (Continued})
New Standards and Interpretations
1. 6 Standards and interpretations effective and adopted in the current year

IGRAP 1: Interpretation of GRAP: Applying the Probability Test on Initlal Recognition of Exchange Revenue

An entity assesses the probability of each transaction on an individual basis when it accurs, Entities shall not assess the probability on
an overall eve! based on the payment history of recipients of the service in general when the probability of revenue is assessed at
initial recognition. The full amount of revenue will be recognised at initial recognition. Assessing impairment is an event that takes place
subsequently to initial recognition, Such impaiment is an expense. Revenue is not reduced by this expense. The effective date of the
interpretation is for years beginning on or after 01 April 2013,

GRAP 1 (as revised 2010): Presentation of Financial Statements

Additional disclosure requirements have been added regarding the following areas: assets and liabilities included in disposal groups
classified as held for sale, biological assets, deferred tax assets (liabilities), tax expense, post-tax surplus or deficit and the use of
transitions provision in the accounting policy. All amendments to be applied retrospectively. The effective date of the amendment is for
years beginning on or after 01 April 2013.

GRAP 3 {as revised 2010): Accounting policies, Changes in Accounting Estimates and Errors

The revision resulted in various terminology and definition changes. Paragraphs added to Changes in accounting policies A change
from one basis of accounting to another basis of accounting is a change in accounting paolicy. A change in the accounting treatment,
recognition or measurement of a transaction, event or condition within a basis of accounting is ragarded as a change in accounting
policy.

Selection of accounting policies: The reference to the Accounting Practices Committee (APC) of SAICA has been deleted from
paragraph .11 on the basis that it is not a standard setter and that entities would consider information from a wide range of sources in
formulating an accounting policy and not just the pronouncements of the APC. Commentary on the selection of benchmark and
alternative accounting policies has been deleted. The effective date of the amendment is for years beginning on or after 01 April 2013.

GRAP 9 (as revised 2010): Revenue from Exchange Transactions

The revision resulted in various terminology and definition changes. Dividends or similar distributions declared from pre-acquisition
surpluses: Paragraph .36 has been amended to encompass not only securities, but any contributed capital. Various amendments,
deletions and additions to examples included in the appendix. The effective date of the amendment is for years beginning on or after 01

April 2013,

GRAP 12 (as revised 2010): Inventories

Cost formulas: Paragraph .34 was amended and .35 was added 1o separate the principle from the exception when applying the cost
formula for inventeries with a similar nature and use to the entity.

Recognition as an expense: Where reference has been made to 'net realisable value’, ‘current replacement cost’ has been added. Fair
value measurement: The appendix on how to determine fair value has been deleted. All amendments to be applied retrospectively. The
effective date of the amendment is for years beginning on or after 01 April 2013.

BASIS OF PRESENTATION (Continued)

1. 6 Standards and interpretations effective and adopted in the current year (Continued)

GRAP 13 (as revised 2010): Leases

Paragraph .04 has been included to clarify that this Standard does not apply to lease agresments to explore for or use natural
resources such as oil, gas, timber, metals and other mineral rights and licensing agreements for such items as motion picture fiims,
video recordings, plays, manuscripts, patents and copyrights. Non-current Assets Held for Sale and Discontinued.
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Operations:

Paragraph .51 has been added to clarify that finance lease assets classified as held for sale in accordance with the Standard of GRAP
on Non-current Assets Held for Sale and Discontinued Operations shall be accounted for in accordance with that Standard. Guidance
on accounting for finance leases by lessors: The paragraph (previously paragraph .53) that provided guidance on the recognition of
assets where entities enter into arrangements with private sector entities has been deleted as the Guideline on Accounting for Public
Private Partnerships supersedes this guidance. Guidance on operating lease incentives and substance over legal form: The guidance
inctuded in the original text on substance over legal form has been deleted. Classification of leases on land and buiidings efements:
The guidance on the classification of land and buildings has been amended to ensure that the element of the lease relating to the land
is classified as a finance lease where significant risks and rewards have been transferred, despite there being no transfer of title,
consistent with the general classification guidance. All amendments to be applied retrospectively. The effective date of the amendment
is for years beginning on or after 01 April 2013.
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BASIS OF PRESENTATION (Continued)
1. 6 Standards and interpretations effective and adopted in the current year (Continued)

GRAP 16 (as revised 2010): Investment Property

Recognition of investment property: Additional commentary has been included in paragraph .19 and .20 to explain paragraph .18 thai
outlines the recognition criteria for investment property. This Standard includes investment property under construction as it was
inconsistent with the raquirement that investment property being redeveloped was still within the scope of this Standard, but not the
initial development, As a result paragraphs .10 and .11 were amended, paragraphs .60 and .61 inserted, and paragraphs .25 and .65(e)
of the original text deleted.

The measurement principles were alse amended accordingly to allow investment property under construction to be measured at cost if
fair value cannot be measured reliably, until such time as the fair value can be measured reliably. Additional guidance has been
included in the examples of investment property to clarify that the rentals earned do not have to be on a commercial basis or market
related for the property 1o be classified as investment property. Disclosure: Entities are encouraged, rather than required, o disclose
the fair value of investment property when this is materially different from the carrying amount. Amendments to be applied as follow:
Paragraphs .10(e), .54, .58, .62 and .65 were amended, paragraphs .60 and .61 were added and paragraph .25 and .11 (d) of the
original text (2004) was deleted by the Improvements to GRAP issued in 1 April 2011, An entity shall apply those amendments
prospectively for annual periods beginning on or after 1 April 2011, If an entity elects to apply these amendments earlier, it shall
disclose this fact. The related amendment to paragraph .05 in the Standard of GRAP on Property, Plant and Equipment is also applied
earlier. Any other amendments to the Standards of GRAP shall be applied retrospectively. The effective date of the amendment is for
years beginning on or after 01 April 2013.

GRAP 17 (as revised 2010): Property, Plant and Equipment

Scope: The recognition and measurement of exploration and evaluation assets have been added to the scope exclusions. Investment
properties under construction have been removed from the scope.

Measurement at initial recognition: Paragraph .23 and .24 have been amended to clarify that the guidance applicable to determine fair
value for revalued assets applies equally to the initial measurement of items of property, plant and equipment at fair value. Depreciable
amount and depreciation period: An additional paragraph has been added to clarify that reviewing the useful life of an asset on an
annual basis does not

require the entity to amend the previous estimate unless expectations differ from the previous estimate. Derecognition: The
requirement to not classify gains from the disposal of property, plant and equipment as revenue, has been removed. Paragraph .79 has
been added in line with the IASB Improvements Project to clarify that where assets are held for rental to others in the ordinary course of
operations and the entity subsequentiy seils the assets, the Standard of GRAP en Non-current Assets Held for Sale and Discontinued
Operations does not apply. Rather, these assets are to be transferred and treated in accordance with the Standard of GRAP on
Inventories. Disclosures: The required disclosures in paragraph .80 have been amended fo encouraged disclosures. Added to the list
of encourage disclosures is the fair value disclosure of assets where the cost model is used. The requirement to disciose the cost basis
for revaluated assets was removed. Amendments to be applied as follow: Paragraphs .05, .23 and .24 were amended and paragraph
.79 was added by the Improvements to GRAP issued in 1 April 2011. An entity shall apply those amendments prospectively for annual
periods beginning on or after 1 April 2011. If an entity elects to apply these amendments earlier, it shall disclose this fact. Any other
amendments to the Standards of GRAP shall be appiied retrospectively. The effective date of the amendment is for years beginning on
or after 01 April 2013.

GRAP 25: Employee Benefits

The abjective of GRAP 25 is to prescribe the accounting and disclosure for employee benefits. The standard requires the municipality
to recognise: a liability when an employee has provided service in exchange for employee benefits to be paid in the future; and an
expense when the municipality consumes the economic benefits or service potential arising from service provided by an employee in
exchange for employee benefits. The standard states the recognition, measurement and disclosure requirements of; short-term
employee benefits; all short-term employee benefits; short-term compensated absences; bonus, incentive and performance related
payments; post-employment benefits: Defined contribution plans; other long-term employee bensfils; an termination benefiis. The
major difference between this this standard (GRAF 25) and IAS 19 is with regerds to the treatment of actuarial gains and losses and
past service costs. This standard requires the municipality to recognise all acituarial gains and losses and past service costs
immediately in the statement of financial performance once occurred. The effective date of the standard is for years beginning on or

after 01 April 2013.

The adoption of these amendment is not expected to impact on the resuilts of the municipality, but has resuited in more disclosures in
the annual financial statements.

1. 7 STANDARDS, AMENDMENTS TO STANDARDS AND INTERFPRETATIONS 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:
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GRAP 18 Segment Reporting - issued February 2011, effective date 15 April 2015

GRAP 20 Related Party Disclosures - issued Juna 2011

GRAP 32 Service concession arrangements grantor

GRAP 105 Transfers between entities under common control - issued November 2010, sffective date 15 April 2015
GRAP 106 Transfers between entities not under common control - issued November 2010, effective date 15 April 2015
GRAP 107 Mergers - issued November 2010, effective date 15 April 2015
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ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2014

BASIS OF PRESENTATION (Continued)

i, 7 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE
(Continued)

All the other listed standards as listed above will only be effective when a date s announced by the Minister of Finance.

Where a standard of GRAP is approved as effsctive, it replaces the equivalent statement of International Pubiic Sector Accounting
Standards Board, international Financiai Reporting Standards or Generally Accepted Accounting Principles. Where a standard of
GRAP has been issued, but is not yet effective, the municipality may elect 1o apply the principles established in that standard in
developing an appropriate accounting policy dealing with a particular section or event before applying paragraph 12 of the Standard of
GRAP on Accounting Policies, Changes in Accounting Estimates and Errors,

Management has considered all of the above-mentioned GRAP standards issued but not yet effective and anticipates that the adoption
of these standards will not have a significant impact on the financial position, financial performance or cash flows of the municipality.

GRAP 18 - Segment Reporting

Segments are identified by the way in which information Is reported to management, both for purposes of assessing performance and
making decisions about how future resources will be allocated to the various activities undertaken by the municipality. The major
classifications of activifies identified in budget documentation will usually reflect the segments for which an entity reports information to
management, Segment information is either presented based on service or geographical segments. Service segments relate to a
distinguishable compenent of an entity that provides specific outputs or achieves particular operating objectives that are in line with the
municipality's overall mission. Geographical segments relate 1o specific outputs generated, or particular objectives achieved, by an
entity within a particular region.

Requires additional disclosures on the various segments of the business in a manner that is consistent with the information reported
intemally to management of the entity. The precise impact of this on the financial statements of the Municipality Is still being assessed
but it is expected that this will only result in additional disclosures without affecting the underlying accounting. This standard does not

yet have an effective date.

GRAP 20 - Related party disclosures

The sffective date of the standard has not been determined vet. The standard of GRAP on related parties will replace the IPSAS 20
standard on related party disclosure currently used. No significant impact on the financial statements of the Municipality is expected.

GRAP 32 Service concession arrangements grantor
The standard prescribes the accounting treatment for service concession atrangements by the grantor, a public sector entity. The
effective date of the standard has not been determined yet,

No significant impact on the financial statements of the Municipality is expected.

GRAP 108 Statutory receivables

This standard prescribes the accounting requirements for the recognition, measurement, presentation and disclosure of statutory
receivables. The effective date of the standard has not been determined yet.

GRAP 105 - Transfer of Function Between Entities Under common Control

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

GRAP 106 — Transfer of Function Between Entities Not Under common Control

This standard deals with other transfers of functions (i.e. between entities not under common contral) and requires the entity to
measure transferred assets and liabllities at fair value. It is unlikely that the Municipality will enter into any such transactions in the near
future. This standard does not yet have an effective date,

GRAP 107 ~ Mergers

This standard deals with requirements for accounting for a merger between two or more entities, and s uniikely to have an impact on
the financial statements of the Municipality in the foreseeable future. This standard does not yet have an effective date.

PROPERTY, PLANT AND EQUIPMENT
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KOUKAMMA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2014

2. 1 Initial Recognition

Property, plant and equipment are tangible non-cumrent assets (including infrastructure assets) that are held for use in the production or
supply of goods or services, rental to others, other than investment property, or for administrative purposes, and are expected to be
used during more than one year.
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KOUKAMMA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2014

PROPERTY, PLANT AND EQUIPMENT (Continued)
2. 1 Initial Recognition (Continued)

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

reliably.

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

When significant components of an item of property, plan and equipment have different useful lives, they are accounted for as separate
items (major components) of property, plant and equipment.
The cost of an item of properly, plant and equipment acquired in exchange for a non-monetary assets or monetary assets, or a

combination of monetary and non-monetary assets is measured al the fair value of the asset given up, unless the fair value of the
asset received is more clearly evident. !f the acquired item could not be measured at its fair value, its cost is measured at the carrying

amount of the asset given up.

Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality expects to use them during
more than one period. Similarly, if the major spare parls 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.

2. 2 Subsequent Measurement

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

Subsequently all property plant and equipment are measured at cost, less accumulated depreciation dnd accumulated impairment
losses.
Subsequent to initial recognition, land and buildings are carried at cost less accumulated depreciation and impairment losses.

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

2. 3 Depreciation

Dapreciation on assets other than land is calculated on cost, using the straight-line method, to ailocate their cost fo their residual values
over the estimated useful lives of the assets. The depreciation method used reflects the pattern in which the asset's future economic
benefits or service potential are expected to be consumed by the municipality. Each part of an item of property, plant and equipment
with a cost that is significant in relation to the total cost of the item shall be depreciated separately. The depreciation rates are based on
the following estimated useful lives.

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

The following is an indication of the maximum expected useful life of the assets:

Years Years

Infrastruciure Buildings 30
Roads and Paving 30
Electricity 20 Other
Water 20 Specialist Vehicles 20
Landfill Sites 7-580 Other Vehicles 7

Office Equipment 10
Community Furniture and Fittings 10
Recregtional Facilities 30 Specialised Plant and Equipment 15
Security 5 Other Plant and Equipment 5
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The assets’ residual values, estimated useful lives and depreciation method are reviewed annually, and adjusted prospectively if
appropriate, at each reporting date,

2. 4 Incomplete Construction Work

Incomplete construction work fs stated at historical cost. Depreciation only commences when the assst is available for use.
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PROPERTY, PLANT AND EQUIPMENT (Continued)
2. 5 Finance Leases

Aseets capitalised under finance leases are depreciated over their expected useful lives on the same basis as PPE controlled by the
entity or where shorter, the term of the relevant lease if there is no reasonable certainty that the municipality will obtain ownership by
the end of the lease term.

2. 6 Land & Buildings

Undeveloped Land is not depreciated as it Is deemed to have an indefinite useful life, buildings and other structures situated on
developed land are depreciated less their residual vaiue over their useful life.

PROPERTY, PLANT AND EQUIPMENT (Continued)
2. 7 Infrastructure Assets

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

2. 8 Derecognition of property, plant and equipment

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

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

Gains or losses are calculated as the difference between the camying value of assets (cost less accumulated depreciation and
accumulated impairment losses) and the disposal proceeds is included In the Statement of Financial Performance as & gain or loss on

disposal of property, plant and equipment.

The estimated useful lives and depreciation methods have been reviewed for the year ended 30 June 2013, and any changes therein
have been implemented in accordance with the requirements of GRAP 17, GRAP 3.

INTANGIBLE ASSETS

Intangible assets are initially recognised at cost. The cost of an intangible asset is the purchase price and other costs attributable to
bring the intangible asset to the location and condition necessary for it to be capabie of operating in the manner intended by the
municipality, or where an intangibie asset is acquired at no cost, or for a nominal cost, the cost shall be its fair value as at the date of
acquisition. Trade discounts and rebates are deducted in arriving at the cost. Intangible assets acquired separately or internally
generated are reported at cost less accumulated amortisation and accumulated impairment losses. The cost of an intangible asset
acquired in exchange for a non-monetary assets or monetary assets, or a combination of monetary and non-monetary assets Is
measured at the falr value of the asset given up, unless the fair valus of the asset received is more clearly evident. If the acquired item
could not be measured at its fair value, its cost is measured at the carrying amount of the asset given up. If the acquired item’s fair
value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up.

3. 1 Initial Recognition

Identifiable non-monetary assets without physical substance are classified and recognised as intangible assets. The municipality
recognises an intangible asset in Iits Statement of Financial Position only when it is probable that the expected fulure 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

rellably.

3. 2 Subsequent Measurement, Amortisation and Impairment

After initial recognition, an intangible asset Is carried at Its cost less any accumulated amontisation and any accumulated impairment
losses.

Expenditure on an intangible item that was initially recognised as an expense shall not be recognised as part of the cost of an
intangible asset at a later date,
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INTANGIBLE ASSETS (Continued)
3. 2 Subsequent Measurement, Amortisation and Impairment (Continued)

in terms of GRAP 31, intangible assets are distinguished between internally generated intangible assets and other intangible assets. It
Is further distinguished between indefinite or finite useful lives. Amortisation is charged on a straight-line basis over the intangible
assets' useful lives (when the intangible asset is available for use), which are estimated to be between 3 to 5 years, the residual value
of assets with finite useful lives is zero, unless an active market exists. Where intangible assets are deemed to have an indefinite
useful life, such intangible assets are not amortised, however such intangible assets are subject to an annual impairment test. The
useful lives per category of intangible assets are detailed below:

Intangible asset Years
Software 2-10
Website 6

Intangible assets are annually tested for impairment, including intangible assets not yet avallable for use. Where items of intangible
assets have been impaired, the carrying value is adjusted by the impairment loss, which is recognised as an expense in the period that
the impairment is identified except where the impairment reverses a previous revaluation. The impairment loss is the difference
hetween the carrying amount and the recoverable amount,

The estimated useful life, residual values and amortisation method are reviewed annually at the end of the financial year. Any
adjustments arising from the annuai review are applied prospectively as a change in accounting estimate in the Statement of Financiai

Performance.

3. 3 Derecognition

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

INVESTMENT PROPERTY
4. 1 Initial Recognition

Investment property includes property (land or a building, or part of a building, or both land or bulldings held under a finance lease) held
to earn rentals and/or for capital appreciation, raiher 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.

Investment property is recognized as an asset where, and only where:

*  Itis probable that the future economic benefits or service potential that are associated with the investment property will flow to the
entity; and

= The cost or fair value of the investment property can be measured reliably.

At initial recognition, the municipality measures investment 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 acquired

the investment property for no or a nominal value), its cost is its fair value as at the date of acquisition.

Based on management's judgement, the following criteria have been applied to distinguish investment properties from owner occupied

property or property held for resale:

< All properties held 1o earn market-related rentals or for capital appreciation or both and that are not used for administrative
purposes and that will not be sold within the next 12 months are classified as Investment Properties;

= Land held for a currently undetermined future use. {If the Municipality has not determined that it will use the land as owner-
occupied property or for short-term sale in the ordinary course of business, the land is regarded as held for capital appreciation);

and
*  Abuilding that is vacant but is held to ba leased out under one or more operating leases on a commercial basis to external parties.
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INVESTMENT PROPERTY (Continued)
4. 1 Initial Recognition {Continued)

The following assets do not fall in the ambit of Investment Property and shall be classified as Property, Plant and Equipment, Inventory

or Non-Current Assets Held for Sale, as appropriate:

*  Property intended for sale in the ordinary course of operations or in the process of construction or development for such sale;

*  Property being constructed or developed on behalf of third parties;

= Owner-occupied property, including (among other things) property heid for future use as owner-occupied property, proparty held for
future development and subsequent use as owner-occupied property, property occupied by employees such as housing for
personnel (whether or not the employees pay rent at market rates) and owner-occupied property awaiting disposal;

*  Property that is being constructed or developed for future use as investment property;
Property that is leased to another entity under a finance leass;

*  Properly held to provide a social service and which also generates cash inflows, e.g. propenty rented out below market rental to
sporting bodies, schools, low income families, etc.; and

*  Property held for strategic purposes or service delivery.
4, 2 Subsequent Measurement
4. 2. 1 Subsequent Measurement - Cost Model

Investment property is measured using the cost model. Investment Property is stated at cost less accumulsted depraciation and
accumulated impairment losses. Depreciation is calculated on cost, using the straighi-line method over the usefu! life of the property,
which is estimated at 30 - 60 years. Components of assets that are significant in relation to the whole asset and that have different
useful lives are depreciated separately, The residual vaiue of the investment properties been assumed to be zero.

The land is not depreciated as it has an indefinite useful life.

The gain or ioss arising on the disposal of an investment property is determined as the difference betwsen the sales proceeds and the
carmying value and is recognised in the Statement of Financial Performance.

4, 3 Derecognition

An investment property shall be derecognised (eliminated from the statement of financia| position) on disposal or when the investment
property is permanently withdrawn from use and no future economic benefits or service potential are expected from its disposal.

IMPAIRMENT OF ASSETS

The entity classifies all assets held with the primary objective of generating @ commercial return as cash-generating assets. All other
assets are classified as non-cash-generating assets.

5. 1. Impalrment of Cash generating assets

The municipality assesses at each reporting date whether there is any indication that an asset may be impaired. If any such indication
exists, the municipality estimates the recoverable amount of the individual asset.

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is not possible
tc estimate the recoverable amount of the individual asset, the recoverable amount of the cash-genarating unit to which the asset
belongs is determined.

The best evidence of fair value less cost to sell is the prica in a binding sale agreement in an arms length transaction, adjusted for the
incremental cost that would be directly attributable to the disposal of the asset,

The recoverable amount of an asset or a cash-generating unit is the higher of its fair value iess costs to sell and its vaiue in use.

If the recoverable amount of an asset is less than its camrying amount, the canying amount of the asset is reduced fo its recoverable
amount. That reduction is an impairment loss.

An impairment loss of assets carried at cost less any accumulated depreciation or amertisation is recognised immediately in surplus or
deficit.

An impairment loss is recognised for cash-generating units if the recoverable amount of the unit is less than the camrying amount of the

unit. The impairment loss [s allocated to reduce the carrying amount of the assets of the unit as follows:
» to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the ynit.
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A municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior periods for
asseis may no longer exist or may have decreased. If any such indication exists, the recoverable amounts of those assets are
estimated.

The increased carrying amount of an asset aitributable to a reversal of an impairment loss does not exceed the carrying amount that
would have been determined had no impairment loss been recognised for the asset in prior periods.
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IMPAIRMENT OF ASSETS (Continued)
5. 1. Impairment of Cash generating assets (Continued)

A reversal of an impairment loss of assets carried at cost less accumulated depreciatiory or amortisation is recognised immediately in
surplus or deficit.

5. 2. Impairment of Non-Cash generating assels

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

If there is any indication that an asset may be impaired, the recoverable service amount is estimated for the individual asset. If it is not
possible to estimate the recoverable service amount of the individual asset, the recoverable service amount of the cash-generating unit
to which the asset belongs is determined.

The recoverable service amount is the higher of a non-cash generating asset's fair value less costs to sell and its value in use. The
value in use for a non-cash generating asset is the present value of the asset's remaining service potential.

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.

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised immediately in surplus or
deficit.

An impairment loss is recognised for non cash-generating units if the recoverable service amount of the unit is less than the carrying

amount of the unit. The impairment loss is allocated to reduce the carrying amount of the assets of the unit to the assets of the unit, pro
rata on the basis of the carrying amount of each asset in the unit.

A municipality assesses at each reporting date whether there Is any indication that an impairment loss recognised in prior periods for
assets may no longer exist or may have decreased. If any such indication exists, the recoverable service amounts of those assets are

estimated.

The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that
would have been determined had no impairment loss been recognised for the asset in prior pariods,

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation is recognised immediately in
surplus or deficit,

FINANCIAL INSTRUMENTS

The municipality has various types of financial instruments and these can be broadiy categorised as either financial assets, financial
liabilities or equity instruments in accordance with the substance of the contractual agreement . The municipality only recognises a
financia! instrument when it becomes a party to the contractual provisions of the instrument,

Initial recognition

Financial assets and financial liabilities are recognised on the entity's Statement of Financial Position when the entity becomes party to
the contractual provisions of the instrument,

The Entity does not offset a financial asset and a financial liability unless a legally enforceabile right to set off the recognised amounts
currently exist; and the entity intends either to settle on a net basis, or to realise the asset and ssttie the liability simultaneously.
The effective interest rate method

The effective interast method is a method of calculating the amortised cost of a financial asset or a financial liability and of allocating
the interest income or interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash payments or receipts through the expected life of the financial instrument or, when appropriate, a shorter period to the net
carrying amount of the financial asset or financial liability.

Amortised cost

Amortised cost is the amount at which the financial asset or financial liability is measured at initial recognition minus principal
repayments, plus or minus the cumulative amoriisation using the effective interest method of any difference between that initial amount
and the maturity amount, and minus any reduction for impairment or uncollectibility.

6. 1 Financial Assets - Classification
A financial agset is any asset that is cash or a contractual right to receive cash.
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In accordance with GRAP 104 the Financial Assets of the municipality are classified as follows into the three categories allowed by this
standard:

Financial assets at amortised cost
Financial assets at fair value
Financial assets at cost
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FINANCIAL INSTRUMENTS (Continued)
6. 1 Financiai Assets - Classification (Continued)

The municipality has the following types of financial assets as reflacted on the face of the Statement of Financial Position or in the
notes thereto:

ClasslHfication in terms of GRAP 104

Financial Instruments at Amortised Cost
Financial Instruments at Amortised Cost
Financial Instrumenis at Amortised Cost
Financial Instruments at Amortised Cost
Financial Instruments at Amortised Cost

Type of Financial Assef

Shori-term Investment Deposits — Calll
Bank Balances and Cash

Consumer Debtors

Other Debtors

Vat Receivable

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

8. 2 Financlal Liabilities - Classification

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

Type of Financial Liability Classification in terms of GRAP 104

Long-term Liabilities Financial liabilities measured at amortised cost
Other Creditors Financial liabilities measured at amortised cost
Trade Creditors Financial liabilities measured at amortised cost
Accruals Financial liabilities measured at amortised cost
Consumer Deposits Financial liabilities measured at amortised cost
Retention Financial liabilities measured at amortised cost

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdrafts are expensed as incurred.

initial and Subsequent Measurement

6. 3

When a financial asset or financial liability is recognised initially, an entity shall measure it at is fair value plus, in the case of a financial
asset or a financial liability not subsequently measured at fair value, transaction costs that are directly attributable to the acquisition or
issue of the financial asset or financial liability.

6. 3 Initial and Subsequent Measurement

Financial Liabliities held at amortised cost

Any other financial liabilities are classified as "Other financial liabilities” {All payables, loans and borrowings are classified as other
liabilities) and are initially measured at fair value, net of transaclion costs. Trade and other payables, interest bearing debt including
finance lease liabilities, non-interest bearing debt and bank borrowings are subsequently measured at amortised cost using the
effective interest rate method. Interest expense is recognised in the Statement of Financial Performance by applying the effective
interest rate. Bank borrowings, consisting of interest-bearing short-term bank loans, repayable on demand and overdrafts are recorded
at the proceeds received. Finance costs are accounted for using the accrual basis and are added to the carrying amount of the bank
borrowing to the extent that they are not settled in the period that they arise.

Financial guarantee contract

Financial guarantee contracts represent contracts that require the issuer to make specified payments to reimburse the holder for a loss
it incurs because a specified debtor fails to make payments when they are contractually due. Financial guarantee contract liabilities are
initially measured at fair value. The subsequent measurement of financial guarantee contracts is the higher of the amount determined
in accordance with the policy on provisions as set out below, or the amount initially recognised less when appropriate cumulative
amortisation.

6. 4 Impaiment of Financial Assets
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Financiel assets, other than those at fair value, are assessed for Indicators of impairment at the end of each reporting period. Financial
assets ars impaired where there is objeclive evidence of impairment of Financial Assets (such as the probability of insolvency or
significant financial difficulties of the debtor). If there is such evidence the recoverable amount is estimated and an impairment loss is
recognised in accordance with GRAP 104,
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FINANCIAL INSTRUMENTS (Continued)
6. 4 Impairment of Financial Assets (Continued)

Financlal assets carried at amortised cost
Debtors encompasses long term debtors, consumer debtors and other debtors.

Initially Debtors are valued at fair value and subsequently camied at amortised cost using the effective interest rate method. An
estimate is made for doubtful debt based on past default experience of all outstanding amounts at year-end. Bad debts are written off
the year in which they are identified as irrecoverable. Debtors within 12 months from the date of reporting are classified as current.

A provision for impairment of debtors is established when there is objective evidence that the municipality will not be able to collect ail
amounts due according to the original terms of receivables. The provision is made in accordance with GRAP 104 whereby the
recoverabitity of debtors are assessed individually and then collectively after grouping the assets in financial assets with similar credit
risk characteristics. The amount of the provision is the difference between the financial agset's carrying amount and the present value
of estimated future cash flows, discounted at the original effective interest rate. Future cash flows in a group of financial assets that are
collectively evaluated for impairment are estimated on the basis of historical loss experience for assets with credit risk characteristics
similar to those in the group. Cash flows relating to short-term receivables are not discounted where the effect of discounting is

immaterial.

Government accounts are not provided for as such accounts are regarded as receivable,

The carrying amount of the financtal asset is reduced by the impairment loes directly for all financial assets carried at amortised cost
with the exception of consumer deblors, where the carrying amount is reduced through the use of an allowance account. When a
consumer debtor is considered uncollectible, it is written off against the allowance account. Subseguent recoveries of amounts
previously writlen off are credited against revenue. Changes in the carrying amount of the allowance account are recognised in the
Statement of Financial Performance.

The amount of the impairment loss decreases and the decrease can be related objectively to an event oceurring after the impairment
was recognised, the previously recognised impairment loss is reversed through the Statement of Financial Performance to the extent
that the carrying amount of the investment at the date the impairment is reversed does not exceed what the amortised cost would have
been had the impairment not been recognised.

6. 5 Derecognition of Financial Assets

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

If the municipality neither transfers nor retains substantially all the risks and rewards of ownership and continues to control the
transferred asset, the municipality recognises its retained interest in the asset and an associated liability for amounts it may have to
pay. If the municipality retaine substantially all the risks and rewards of ownership of a transferred financial asset, the municipality
continues 1o recognise the financial asset and also recognises a collateralised borrowing for the proceeds received.

6. & Derecognition of Financial Liabilitles

The municipality derecognises Financial Liabilities when, and only when, the municipality's obligations are discharged, cancelled or
they expire. The municipality recognises the difference between the carrying amount of the financial liability {or part of a financial
liability) extinguished or transferred to another party and the consideration paid, including any non-cash assets transferred or liabilties
assumed, in the Statement of Financial Performance.

INVENTORIES
7. 1 Initial Recognition

Inventories comprise current assets held for sale and current assets for consumption or distribution during the ordinary course of
business. Inventories are initially recognised at cost. Cost generally refers to the purchase price, plus laxes, transport costs and any
other costs in bringing the inventories to their current location and cendition. Where inventory is manufactured, constructed or
produced, the cost includes the cost of labour, materials and overheads used during the manufacturing process.

Where inventory is acquired by the municipality for no or nominal consideration (l.e. a non-exchange transaction), the cost is deemed to
be equal to the fair value of the item on the date acquired.
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Direct costs relating to properties that will be sold as inventory are accumulated for each separately identifiable development. Costs
also include a proportion of overhead costs.
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INVENTORIES (Continued)
7. 2 Subsequent Measurement

Consumable stores, raw materiais, work-in-progress and finished goods

Consumable stores, raw materials, work-in-progress and finished goods are valued at the lower of cost and net realisable value (net
amount that an eniity expects 1o realise from the sale on inventory in the ordinary course of business). In general, the basis of
determining cost is the weighted average cost of commodities. If inventories are to be distributed at no charge or for a nominal charge
they are valued at the lower of cost and net realisable value.

Water Inventory

Water is regarded as inventory when the municipality has incurred purification costs on water obtained from natural resources (rain,
rivers, springs, boreholes etc.). However, water in dams, that are filled by natural resources and that has not yet been treated, and is
under the control of the municipality but can not be measurad reliably as there is no cost attached to the water, and it is therefore not
recognised in the statement of financial position. The basis of determining the cost of water purchased and not yet sold at statement of
financial position date comprises all costs of purchase, cost of conversion and other casts incurred in bringing the inventory to its
present location and condition, net of trade discounts and rebates. Water and purified effluent are valued by using the weighted
average method, at the lowest of purified cost and net realisable value, insofar as it is stored and controlled in reservoirs at year-end.

Redundant and slow-moving inventories

Redundant and slow-moving inventories are identifled and written down from cost to net realisable value with regard to their estimated
economic or realisable values and sold by public auction. Net realisable value is the estimated selling price in the ordinary course of
business, less applicable variable selling expenses. Differences arising on the measurament of such inventory at the lower of cost and
net realisable value are recognised in the Statement of Financial Performance in the year in which they arise. 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 camrying 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.

REVENUE RECOGNITION

8. 1 General

Revenue, excluding value-added taxation where applicable, is derived from a variety of sources which include rates levied, grants from
other tiers of govemment and revenue from trading activities and other services provided. Revenus is recognised when it is probable
that future economic benefits or service potential will flow to the municipality and these benefits can be measured reliably, except when
specifically stated otherwise. The amount of revenue is not considered to be reliably measurable until all contingencies relating to the
sale have been resolved. The municipality bases its estimates on historical results, laking into consideration the type of customer, the
type of transaction and the specifics of each arrangement. Furthermore services rendered are recognised by reference to the stage of
completion of the transaction at the reporting date.

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and services in the ordinary course
of the municipality's activities. Revenue is shown net of value-added fax, returns, rebatas and discounts.

Revenue from non-exchange transactions refers lo transactions where the municipality received revenue from ancther entity without
directly giving approximately equal value in exchange. Revenue from non-exchange transactions is generally recognised to the extent
that the related receipt or receivable quaiifies for recognition as an asset and there is no liability to repay the amount.

8. 1 Revenue from Exchange Transactions

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

8 1. 1 Service Charges

Service charges relating to sanitation and sewage are levied in terms of the approved tariffs.
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Service charges relating to electricity and water are based on consumption. Meters are normally read on a monthly basis and are
recognised as revenue when invoiced. Where meters are not read monthly, provisional estimates of consumption, based on the
consumptien history, are made monthly when meter readings have not been performed. The provisional estimates of consumption are
recognised as revenue when invoiced, except at year-end when estimates of consumption up to year-end are recorded as revenue
without being invoiced. Adjustments to provisional estimates of consumption are made in the invoicing period in which meters have
been read. These adjustmants are recognised as revenus in the invoicing period. In respect of estimates of consumption between the
last reading date and the reporting date, an accrual is made based on the average monthly consumption of consumers.
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REVENUE RECOGNITION (Continued)
8. 1. 1 Service Charges (Continued)

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 number of refuse
containers on each property, regardless of whether or not all containers are emptied during the month.

In circumstances where services cannot readily be measured and quantified, a flat rate service charge is levied monthly on such
properties.

8. 1. 2 Pre-paid Electricify

Revenue from the sale of electricity pre-paid meter cards are recognised at the point of sale. An adjustment for an unutilised portion is
made at year-end based on the average consumption history.

8. 1. 3 Financeincome

Interest eamed on investments is recognised in the Statement of Financlal Perfiormance on the time proporticnate basis that takes into
account the effective yield on the investment.

Interest earned on unutilised conditional grants is aliocated directly to the creditor: unutilised conditional grants, if the grant conditions
indicate that interest is payable to the funder.

8. 1. 4 Tariff Charges

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

8 1. § SaleofGoods

Revenue from the sale of goods is recognised when all the following conditions have been met;

= The municipality has transferred to the buyer 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
control over the goods sold.

«  The amount of revenue can be measured reliably.

= ltis 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 reliably,

8. 1. 6§ Rentals

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

8. 2 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 value in exchange. Revenue from non-exchange transactions is generally recognised to the extent
that the related receipt or receivable qualifies for recognition as an asset and there is no liability to repay the amount,

An inflow of resources from a non-exchange transaction, that meets the definition of an asset shall be recognised as an asset when it is
probable that the future economic benefits or service potential associated with the asset wili flow to the municipality and the fair value of
the asset can be measured refiably. The asset shall be recognised as revenue, exceptto the extent that a liability is also recognised in
respect of the same inflow. A present obligation arising from a non-exchange transaclion that meets the definition of a liability will be
recognised as a liability when it is probable that an outflow of economic benefit will be required to settle the obligation and a reliable
estimate of the amount can be made.

8 2 1 Ratesand Taxes

Revenue from property rates is recognised when the [egal entitlement to this revenue arises. Collection charges are recognised when
such amounts are legally enforceable. Penalty interest on unpaid rates is recognised on a time proportion basis with referance to the
principal amount receivable and effective interest rate applicable. A composite rating system charging different rate tariffs is employed.
Rebates are granted to certain categories of ratepayers and are deducted from revenue,
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8. 2. 2 Fines

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is recognised when payment is received,
together with management's best estimate of the probable inflows from the amounis not yet collected.
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REVENUE RECOGNITION {Continued)
8. 2 Revenue from Non-exchange Transactions (Continued)
8. 2. 3 Revenuefrom conditional grants, building and funding

Income received from conditional grants, donations and funding are recognised as revenue to the extent that the municipality has
complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the criteria, conditions or
obligations have not been met a liabilily is recognised. Government grants that are receivable as compensation for expenses or lossas
already incurred or for the purpose of giving immediate financial support to the municipality with no future related costs are recognised
in the Statement of Financial Performance in the peried in which they become receivable.

8. 2. 4 Revenue from Recovery of Unauthorised, irregular, Fruitless and Wasteful Expenditure

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

PROYISIONS

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 resources embodying economic benefits or service potential will be required to settle the obligation;
and

«  Areliable estimate can be made of the obiigation

The best estimate of the expenditure required lo settle the present obligation is the amount that an entity would rationally pay to settle
the obligation at the reporting date or 1o transfer it to a third party al that ime and are determined by the judgement of the management
of the entity, supplemented by experience of similar transactions and, in some cases, reports from independent experts. The evidence
considered includes any additional evidence provided by events after the reporting date. Uncertainties surrounding the amount to be
recognised as a provision are dealt with by varlous means according to the circumstances, Where the provision being measured
involves a large population of items, the obligation is estimated by weighting all possible ouicomes by their associated probabilities.

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 disposai of assets are not taken into account in measuring a
provision. Provisions are not recognised for future operating losses. The present cbligation under an onerous contract is recognised
and measured as a provision. An onerous contract is a contract in which the unavoidable costs of meeting the abligations under the
contract exceed the economic benefits expected o be received under it. The unavoidable costs under a contract reflect the least net
cost of exiting from the contract, which is the lower of the cost of fulfilling it and any compensation or penalties arising from failure to
fulfil it - this unavoidable cost resulting from the contract is the amount of the provision to be recognised.

Provisions are reviewad at reporting date and the amount of a provision is tha present vaiue of the expenditure expected to be required
to settle the obligation. When the effect of discounting is material, provisions are determined by discounting the expected future cash
flows that reflect current market assessments of the time value of money. The impact of the periodic unwinding of the discount is
recognised in the Statement of Financial Performance as a finance cost as it occurs.

Environmental rehabilitation provisions

Estimated long-term environmental provisions, comprising rehabilitation and landfill site closure, are based on the Entity's policy, taking
into account current technological, environmental and regutatory requirements. The provision for rehabilitation is recognised as and
when the environmental liability arises. To the extent that the obligations relate to the asset, they are 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 charged to the Statement of
Financial Performance.

EMPLOYEE BENEFITS

10. 1 Short-term Employee Benefits
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Remuneration to employees is recognised in the Stalement of Financial Performance as the services are rendered, except for non-
accumulating benefits, which are only recognised when the specific event occurs.

The municipality treats its provision for leave pay as an accrual.
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EMPLOYEE BENEFITS
10. % Short-term Employee Benefits

The costs of all short-term employee benefits such as leave pay, are recognised during the period in which the employee renders the
related service. The liability for leave pay is based on the total accrued leave days at year end and is shown as a creditor in the
Statement of Financial Position. The municipality recognises the expected cost of performance bonuses only when the municipality has
a present legal or constructive obligation to make such payment and a reliable estimate can be made.

10. 2 Post employment banefits

The Municipality provides post-retirement medical benefits by subsidizing the medical aid contributions of cartain retired staff according
to the rules of the medical aid funds. Council pays 60% as contribution and the remaining 40% are paid by the members. The
entittement to these benefits is usually conditional on the employee remaining in service up to retirement age and the completion of a
minimum service period. The present value of the defined benefit liability is acluarially determined in accordance with GRAP 25 —
Employee benefits (using a discount rate applicable to high quality government bonds}. The plan is unfunded.

10. 2. 1 Post-retirement Health Care Benefits:

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

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

actuaries,
Actuarial gains or losses are recognised immediately in the Statement of Financial Performance.

Past-service costs are recognised immediately in expenditure, unless the changes to the pension plan are conditional on the
employees remaining in service for a specified period of time (the vesting period). In this case, the past-service costs are amortised on
a straight-line basis over the vesting period.

10. 2, 2 Long-service Allowance

The municipality has an obligation to provide Long-service Allowance Benefits to all of its employees. According to the rules of the
Long-service Allowance Scheme, which the municipality instituted and operates, an employee {who is on the current Conditions of
Service), is entitled to a cash allowance, calculated in terms of the rules of the scheme. The municipality's liability is based on an
actuarial valuation. The projected unit credit method has been used to value the liabillties. Actuarial gains and losses on the long-term
incentives are accounted for through the statement of financial performance.

LEASES

Lease Classification
Leases are classified as finance leases where substantially all the risks and rewards associated with ownership of an assef are

transferred to the municipality.
Leases other than finance leases are classified as operating leases.

11. 1 The Municipality as Lessee

Finance leases

Where the Municipality enters info a finance lease, Property, plant and equipment or Intangible Assets subject to finance lease
agreements are capitalised at amounts equal to the fair value of the leased asset or, if lower, the present value of the minimum lease
payments, each determined at the inception of the lease. Corresponding liabllities are included in the Statement of Financial Position
as Finance Lease Liabilities. The corresponding liabilities are initially recognised at the inception of the lease and are measured at
lower of fair value of the asset or the PV of the minimum lease payments, discounted for the effect of interast. In discounting the lease
payments, the municipality uses the interest rate that exactly discounts the lease payments and unguaranteed residual value to the fair
value of the asset plus any direct costs incurred. Lease payments are allocated between the lease finance cost and the capital
repayment using the effective interest rate method.
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Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting policies applicable to
Property, Plant and Equipment or intangibles. 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 in the
Statement of Financial Performance when incurred. The accounting policies relating to derecognition of financial instruments are
applied to lease payables. The lease asset is depreciated over the shorter of the asset's useful life or the lease term.
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LEASES

11. 1 The Municipality as Lessee

Operating leases

The municipality recognises operating lease rentals as an expense in the Statement of Financial Performance on a straight-line basis
over the term of the relevant lease. The difference between the amounts recognised 8s an expense and the contractual payments are
recoghised as an operating lease asset or liability.

In the event that lease incentives are received to enter into operating leases, such incentives are recognhised as a liability. The
aggregate benefit of incentives is recognised as a redustion of rental expense on a straight-ling basis, except where another systematic
basis is more representative of the time pattern in which economic benefits from the leased asset are consumed.

11. 2 The Municipality as Lessor
Operating lease rental income is recognised on a straight-line hasis over the term of the relevant lease.
11, 3 Determining whether an arrangement contains a lease

At inception of an arrangement, the Municipality determines whether such an arrangement is or contains a lease. A specific asset is the
subject of a lease if fulfilment of the arrangement is dependent on the use of that specified asset. An arrangement conveys the right to
use the asset if the arrangement conveys to the Municipality the right to control the use of the underlying asset. At inception or upon
reassessment of the arrangement, the Municipality separates payments and other consideration required by such an arrangement into
those for the lease and those for other elements on the basis of their relative fair values. If the Municipality concludes for a finance
leass that it is impracticable to separate the payments reliably, an asset and a liability are recognised at an amount equal to the fair
value of the underlying asset. Subsequently the liability is reduced as payments are made and an imputed finance charge on the
liability Is recognised using the Municipality's incremental borrowing rate.

BORROWING COSTS

Borrowing costs are expensed as they occur.

GRANTS-IN-AID

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

+  Receive any goods or services directly in return, as would be expected in a purchase or sale transaction;

«  Expectto be repaid in future; or

«  Expect a financial return, as would be expected from an investment,

These transfers are recognised in the Siatement of Financial Performance ag expenses in the period that the events giving rige 1o the
transfer oceurred.

VALUE ADDED TAX

The Municipality is registered with SARS for VAT on the payments basis, in accordance with Sec15(2)(a) of the Value-Added Tax Act
No 89 of 1991. Revenue, expenses and assels are recognised net of the amounts of value added 1ax. The net amount of Value added
tax recoverable from, or payable io, the taxation authority is included as part of recelvables or payables in the Statement of Financial

Position.

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 siate and expenditure in the form of a grant thal is not permitted
in terms of the Municipal Finance Management Act {Act No 56 of 2003). All expenditure refating to unauthorised expenditure is
recognised as an expense in the statement of financial performance in the year that the expenditure was incurred. The expenditure is
classified in accordance with the nature of the expense, and where racovered, it is subsequently accounted for as revenue in the
statement of financial performance. If the expenditure is not condoned by the Council it is treated as an asset unlil it is recovered or
written off as irrecoverable.

. - 179



16.

17.

18.

19,

20.

21.

22,

KOUKAMMA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2014

IRREGULAR EXPENDITURE

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act {Act No 56 of 2003), the Municipal
Systems Act (Act No 32 of 2000), the Public Office Bearers Act {Act No 20 of 1998) or is in cantravention of the Municipality's or
Municipal Entities’ supply chain management policies. Irregular expenditure excludes unauthorised expenditure. Irregular expenditure
is accounted for as an expense in the Statement of Financial Performance in the period it occurred and where recovered, it is
subsequently accounted for as revenue in the Statement of Financial Performance. If the expenditure is not condoned by the Council it
s treated as an asset until it is recovered or written off as irrecoverable,

FRUITLESS AND WASTEFUL. EXPENDITURE

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable care been
exarcised. All expenditure relating to fruitless and wasleful expenditure Is recognised as an expense in the statement of financial
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense,
and whers recovered, it is subsequently accounted for as revenue in the statement of financial performance. If the expenditure is not
condoned by the Council it is freated as an asset until it is recovered or written off as irrecoverable.

CHANGES IN ACCOUNTING POLICIES, ESTIMATES AND ERRORS

Changes in accounting policies that are effected by management have been applied retrospectively in accordance with GRAP 3
requirements, except to the extent that it Is impracticable to determine the period-specific effects or the cumulative effect of the change
in policy. In such cases the municipality shall restate the opening balances of assets, liabilities and net assets for the earliest period for
which retrospective restatement is practicable. Refer to the notes 1o the Annual Financial Statemenis for details of changes in
accounting policies where applicable.

Changes in accounting estimates are applied prospectively in accordance with GRAP 3 requirements. Details of changes in estimates
are disclosed in the notes to the annual financial statements where appiicable.

Correction of errors is applied retrospectively in the period in which the error has occurred in accordance with GRAP 3 requirements,
axcept o the extent that it is impracticable to determine the period-specific effects or the cumulative effect of the error. In such cases
the municipality shall restate the opening balances of assets, liabilities and net assets for the earliest period for which retrospective
restatement is practicable. Refer to the notes to the Annual Financial Statements for details of corrections of errors recorded during the
period under review where applicable.

RELATED PARTIES

individuals as well as their close family members, and/or entities are ralated parties if one party has the ability, directly or indirectly, to
controf or jointly control the other party or exercise significant influence over the other party in making financial and/or operating
decisions, Related parties include key management personnel such as the Municipal Manager, Chief Financial Officer and all other
managers reporting directly to the Municipal Manager or as designated by the Municipaj Manager and close family members of key
management personnel.

EVENTS AFTER THE REPORTING DATE
Events after the reporting date that are classified as adjusting events have been accounted for in the Annual Financial Statements, The

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

FOREIGN CURRENCIES
Transactions in foreign currencies are initially recorded at the prevailing exchange rate on the dates of the transactions. Monetary

assets and liabllities denominated in such foreign currencies are retranslated at the rates prevailing at the reporting date. Exchange
differences are included in the Statement of Financial Performance.

COMPARATIVE INFORMATION
22. 1 Current year comparatives:

Budgeted amounts have, in accordance with GRAP 24, been provided to these financial statements and forms part of the Annual
Financial Statements.

22, 2 Prior year comparatives
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When the presentation or classification of items in the Annual Financial Statements is armended, prior period comparative amounts are
reclassified, unless a standard of GRAP does not require the restatements of comparative information. The nature and reasons for the
rectassification are disclosed. Where material accounting errors have been identified in the current year, the correclion is made
retrospectively as far as is practicable, and the prior year comparatives are restated accordingly. Where there has bsen a change in
accounting policy in the current year, the adjustment is made retrospectively as far as is practicable, and the prior year comparatives

are restated accordingly.
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COMPARATIVE INFORMATION
22. 3 Budget Information

The annual budget figures for the period 1 July 2013 to 30 June 2014 have been prepared and presented in accordance with the
GRAP standard under the accrual basis of accounting for budgets approved by Council by nature classification, and are consistent with
the accounting policies adopted by the Council for the preparation of these financial statements. Explanatory comment is provided in
the notes to the annual financial statements giving firstly reasons for overall growth or decline in the budget and secondly motivations
for over- or under spending on line items. The annual budget figures included in the financial statements are for the Municipality and do
not include budget information relating to subsidiaries or associates. These figures are those approved by the Council at the beginning
and during the year following a period of consultation with the public as part of the Integrated development plan.

CONTINGENT ASSETS AND CONTINGENT LIABILITIES

Contingent liabilities represent a possible obligation that arises from past events and whose existence will be confirmed only by an
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the entity. A contingent liability can
also arise as a result of a present obligation that arises from past events but which is not recognised as a liability either because it is not
probable that an outflow of resources embodying economic benefits will be required to settle the obligation or the amount of the
obligation cannot be measured with sufficient reliability.

Contingent assets represent possible assets that arise from past events and whose existence will be confirmed only by an occurrence
or non-occurrence of one or more uncertain future events not wholly within the controf of the entity.

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

TREATMENT OF ADMINISTRATION AND OTHER OVERHEAD EXPENSES

The costs of internal support services are transferred to the various services and depariments to whom resources are made available.

CAPITAL COMMITMENTS

ltems are classified as commitments where the Municipality commits itseif to future transactions that will normally result in the outflow of
resources.

Capital commitments are not recognised in the statement of financial position as a liability but are included in the disclosure notes in

the following cases:

«  Approved and contracted commitments, where the expenditure has been approved and the contract has been awarded at the
reporting date, where disclosure is required by a specific standard of GRAP,

«  Approved but not yet contracted commitments, where the expenditure has been approved and the contract has vet to be awarded
or is awaiting finalisation at the reporting date.

+ ltems are classified as commitments where the municipality commits itself to future transactions that will normally resut in the
outflow of resources.
Contracts that are entered into before the reporting date, but goods and services have not yet been raceived are disclosed in the
disclosure notes to the financial statements.

= Other commitments for contracts are non-cancellable or only cancellable at significant cost contracts should relate to something
other than the business of the municipality.
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GENERAL INFORMATION

KOU-KAMMA MUNICIPALITY
WOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 36 JUNE 204

2013
R

Kou-Kamma Municipality {the municipality) is a local government institution In the Eastern Cape, and is one of nine local municipalities under the jurisdiction of the
Cacadu District Municipality. The addresses of its registered office and principal place of business are disclosed under "General information” included in the

Annual Financial Statements and in the introduction of the Annual Report. The principal activities of the municipality are disclosed in the Annual
prescribed by the Municipal Finance Management Act (MFMA).

INVENTORIES

Consurnable Store

Water - at cost
Total Inventories

All inventory at year end is carried at cost.

RECEIVABLES FROM EXCHANGE TRANSACTIONS

Service Debtors:
Electricity

Refuse

Sewerage

Water

Other Receivables
Housing

Loan instalments

Less: Provision for Impairment
Electricity

Water

Sewerage

Refuse

Housing rental

Loan instalments

Total Receivables from Exchange Transactions

Report and are

726,142 819,400
36,285 27,572
762,427 846,972
31,081,048 23,052,817
184,585 202,967
5,695,477 4,333,216
12,008,384 8,894,843
13,192,601 9,621,791
133,088 116,574
120,166 98,000
12,923 18,574
(25,722,264) (19,624,546}
(175,356) (190,553}
(10,650,981) (7.999,684)
(10,105,303) (7,701,819)
(4,690,776) (3,652,848)
(80,168) (68,871)
(19,680)| (10,773)
5,491,872 3,544,845
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The management of the municipality is of the opinion that the carrying value of Receivables approximate their fair values.

The fair value of debtors was determined after considering the standard terms and conditions of
well as the current payment ratio’s of the municipality's debtors.

3.1 Ageing of Receivables from Exchange Transactions

Electricity

Current (0 -30 days)

31 - 60 days

61 - 90 days

91 - 120 days

+120 days

Allowance for debt impairment

Water

Current (0 -30 days)

31 -60 days

671 - 90 days

91 - 120 days

+120 days

Allowance for debt impairment

Sewerage

Current (0 -30 days)

31 -60 days

61 - 90 days

91 - 120 days

+120 days

Allowance for debt impairment

2014

2013

agreements entered into between the municipality and debtors as

4,104 7,678
8,272 3,833
3.038 3,646
3.560 4,067
165,611 183,843
{175,356) (190,553)
9,229 12,414
416,211 637,720
1,079,519 368,950
662,230 342,413
346,469 320,898
10,688,173 7,951,810
(10,650,981) (7,929,684)
2,541,620 1,622,107
315,354 602,133
586,660 341,554
285,718 286,090
282,686 286,540
10,537,966 7,378,526
(10,105,303) (7,701,819)
1,903,081 1,193,024
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2014 2013
R R
3. RECEIVABLES FRON EXCHANGE TRANSACTIONS {Continued)

3.1 Ageing of Receivables from Exchange Transactions {Continued)
Refuse
Current (0 -30 days) 163,931 291,589
31-60 days 292,937 162,042
61 - 90 days 140,098 140,884
91 - 120 days 137,575 140,555
+120 days 4,960,937 3.598,145
Allowance for debt impairment (4,690,776) (3.652,845)

1,004,701 680,370
Housing rental
Current (0 -30 days) 10,141 926
31 - 60 days 14,228 378
61 - 90 days . 378 378
91 - 120 days 369 378
+120 days 95,049 95,939
Allowance for debt impairment (80,168) {68,870)

39,998 29,129

Loan instaiments
Current {0 -30 days) 761 -
31 - 60 days 1,521 -
67 - 90 days 761 -
91 - 120 days 761 .
+120 days 9,120 18,574
Allowance for debt impairment (19,680) {10,773)

{6,757) 7,801




3.2 Reconciliation of the Provision for Impairment

Balance at beginning of year
{Allowance raised) reversal of allowance
Amounts written off as uncollectable
Balance at end of year

KOU-XKAMMA MURNICIPALITY
NOTES TO THE FINANCIAL STATEMEMTS FOR THE YEAR ENDED 30 JUNE 2014

Receivables from exchange transactions past due but not impaired

2014 2013
R R
(19,624,546) (11,321,719)
(11,377,262) (8.302,827)
4,107,368 -
(26,894,440) (19,624,546)

In determining the recoverability of debtors, the municipality has placed strong emphasis on verifying the indigent status of consumers. Provision for impairment
of debtors has been made for all consumer balances outstanding based on the payment ratic over 12 months per service type. No further credit provision is

required in excess of the Provision for Impairment.

Receivables from exchange transactions which are less than 3 months past due are not considered to be impaired. Individually significant debtors have been
considered for impairment, in terms of GRAP 104, however none were impaired. At 30 June 2014, R 3 478 798 (2013: R 3,307,591) were past due but not

impaired.

The ageing of amounts past due but not impaired is as follows:

1 month past due
2 months past due
3 months past due

No debtors were pledged as security.

3.3 Ageing of impaired Receivables from Exchange Transactions

As at 30 June 2014

All Receivables:
Gross Balances
Less: Provision for Impairment

Net Balances

As at 30 June 2013

1,159,049 1,226,188
1,325,331 1,055,288
994,419 1,026,115
3,478,798 3,307,591
Current Past Due Total
0 - 30 days 31-60Days || 61-90Days || +90Days
910,501 1,983,138 1,092,222 27,228,275.09 31,214,136
- - - (26,894,440) (26,894,440)
L 910,501 | | 1,983,138 | | 1,092,222 | | 333,835 | 4,319,696 |
Current . Past Due Total
0 - 30 days 31-60Days || 61-90Days || +90Days

186

-y



KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014
2014 2013
R R
3. RECEIVABLES FROM EXCHANGE TRANSACTIONS {Continued)
3.3 Ageing of impaired Receivables from Exchange Transactions (Continued)
All Receivables:
Gross Balances 1,539,946 876,757 773,411 19,979,275 23,169,389
Less: Provision for Impairment {19,624,544) (19,624,544)
Net Balances | 1,539,946 | | 876,757 | | 773,411 | 354,731 | | 3,544,845 |

In determining the recoverability of a Receivable, the municipality considers any change in the credit quality of the Receivable from the date credit was initially
granted up to the reporting date. Furthermore, the municipality has also placed a strong emphasis on verifying the indigent status of consumers. The
concentration of credit risk is limited due to the customer base being spread over a large number of consumers and is not concentrated in any particular sector or
geographical area. Accordingly, management believe that there is no further credit provision required in excess of the Provision for Impairment.

No provision has been made in respect of government debt as these amounts are considered to be fully recoverable.

RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS

Gross Provision for Net
Balances Impairment Balances
As at 30 June 2014 R R R
Assessment Rates Debtors 17,007,765 (8,.213,773) 8,793,992
Other receivables from non exchange transactions 185,544 185,544
Total Receivables from Non-exchange Transactions 17,193,309 {8,213,773) 8,979,536
Gross Provision for Net
Balances impairment Balances
As at 30 June 2013 R R R
Assessment Rates Debtors 15,466,393 {8,095,710) 7,370,682
Other receivables from non exchange transactions 4,667,661 - 4,667,661
Total Receivables from Non-exchange Transactions 20,134,054 {8,095,710) 12,038,343
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The municipality does not hold deposits or other security for its Receivables.

None of the Receivables have been pledged as security for the municipality’s financial liabilities.

The management of the municipality is of the opinion that the carrying value of Receivables approximate their fair values.

The fair value of Receivables was determined after considerin
National / Provincial Departments as well as Other Debtors.

determination.

4.1 Ageing of Receivables from Non-exchange Transactions

As at 30 June 2014

Assessment Rates:
Gross Balances
Less: Provision for Impairment

Net Balances

Other receivables from non exchange transactions:
Gross Balances

Less: Provision for Impairment

Net Balances

2014

2013

g the standard terms and conditions of agreements entered into between the municipality and
The current payment ratio's of Other Debtors were also taken into account for fair value

RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS (Continued)

4.1 Ageing of Receivables from Non-exchange Transactions (Continued)

As at 30 June 2013

Assessment Rates:
Gross Balances
Less: Provision for Impairment

Net Balances

Current Past Due Total
0 - 30 days 31-60Days || 61-90Days || +90Days
388,780 546,382 233,109 15,839,494 17,007,765
- - - (8.213,773) (8.213,773)
388,780 546,382 233,109 7,625,721 8,793,992
185,544 - - - 185,544
185,544 - - - 185,544
Current Past Due Total
0- 30 days 31-60Days || 61-90Days [| +90Days
528,281 349,430 281,876 14,306,805 15,466,392
(8.095,710) (8,095,710)
528,281 349,430 281,876 6,211,095 7,370,682
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Other receivables from non exchange transactions:

Gross Balances
Less: Provision for Impairment

Net Balances

Other receivables from non exchange transactions:

Current (0 -30 days)

31 - 60 days

61 - 90 days

91 - 120 days

+120 days

Allowance for debt impairment

Rates

Current {0 -30 days)

31 -60 days

61 - 90 days

91 - 120 days

+120 days

Allowance for debt impairment

4.2 Reconciliation of Provision for Impairment

Balance at beginning of year
Impairment Losses recognised
Impairment Losses reversed

KOU-KAM#MA MUNICIFALITY o~
NOTES TO THE FINANCIAL STATEMEMTS FOR THE YEAR ENDED 30 JUNE 2014 0
2014 2013
R R
i
4,667,661 - - - 4,667,661
4,667,661 - - - 4,667,661
185,544 4,667,661
185,544 4,667,661
388,780 528,281
546,382 349,430
233,109 281,876
223,000 273,676
15,616,494 14,033,129
(8,213,773) (8,095,710)
8,793,992 7,370,682
8,095,710 2,820,718
118,063 5,274,992
8,213,773 8,095,710

Balance at end of year




K{OU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

2014 2013
R R
The Provision for Impairment on debtors exists predominantly due to the possibility that these debts will not be recovered. Loans and receivables were assessed
individually and grouped together as financial assets with similar credit risk characteristics and collectively assessed for impairment,

The Pravision for Impairment was calculated after grouping all the financial assets of similar nature and risk ratings and assessing the recoverability.

No Provision for Impairment has been made in respect of government debt as these amounts are considered 1o be fully recoverable.

Furthermore, no Provision for Impairment was calculated on Receivables from Non-Exchange Transactions other than Assessment Rates Debtors as the
management is of the opinion that all other Receivables are recoverable within normal credit terms.

Receivables from non-exchange transactions which are less than 3 months past due are not considered to be impaired. Individually significant debtors :.mim ,.Umm:
considered for impairment, in terms of GRAP 104, however none were impaired. At 30 June 2014, R 984 376 (2013: R 1 216 836) were past due but not impaired.

1 month past due 493,751 422,625

2 months past due 234,118 419,316

3 months past due 256,507 374,895
984,376 1,216,836

VAT RECEIVABLE

Vat Receivable 2,290,372 234,141

VAT is payable on the cash basis. VAT is paid over to SARS only once payment is received from debtors.

CASH AND CASH EQUIVALENTS

Current investment deposits 10,719 498,037
Bank Accounts 8,277,249 5,072,555
Total bank balances 8,287,968 5,570,592
Cash on hand 310 310
Total Bank, Cash and Cash Equivalents 8,288,278 5,570,902

For the purposes of the Statement of Financia! Position and the Cash Flow Statement, Cash and Cash Equivalents include Cash-on-Hand, Cash in Banks and
Investments in Money Market Instruments, net of outstanding Bank Overdrafts.
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2014 2013

6. CASH AND CASH EQUIVALENTS (Continued)

The total bank balances at year end are all cash accounts and the money is available immediately on request. Therefore there are no call deposit accounts that
need to be separately disclosed.

The Municipality has the following bank and investment deposit accounts:
Restrictions relate to unspent conditional grants, only if the condition of the grant is met can transfers from cash be done. Refer to note 13.

Account nhumber / description

Bank statement balances Cash book balances

30-Jun-14 30-dun-13 30-Jun-14 30-Jun-13
Bank accounts
ABSA Bank Ltd - Current Account (Primary account) - 405 280 5864 2,435,015 347,578 2,539,296 394,294
ABSA Bank Ltd - Cheque Account - 19 4015 8695 132,237 81 132,237 81
ABSA Bank Ltd - Cheque Account - 40 5774 2120 1,985,982 734 1,985,982 734
ABSA Bank Ltd - Call Account - 90 7906 4583 172,923 76,423 183,472 90,050
ABSA Bank Ltd - Cheque Account - 19 4015 8687 3,425,941 4,576,514 3,425,941 4.576,514
ABSA Bank Ltd - Savings Account - 91 0220 9606 10,321 10,882 10,321 10,882
ABSA Bank Ltd - Savings Account - 91 9914 8641 10,719 498,037 10,719 498,037
Total 8,173,138 5,510,249 8,287,968 5,570,592
6.7 Cash on hand
Cash Floats and Advances 310 310
Total Cash on hand in Cash Floats, Advances and Equivalents 310 310

The municipality did not pledge any of its Cash and Cash Equivalents as coliateral for its financial liabilities.
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7. PROPERTY, PLANT AND EQUIPMENT

Land
Buildings
Other property, plant and equipment

Infrastruclure

Community
Infrastructure - WIP

Total

Reconciliation of property, plant and equipment - 2014

Land

Buildings

Other property, plant and equipment
Infrastructure

Community

Infrastructure - WIP

Reconciliation of property, plant and equipment - 2013

Land

Buildings

Other property, plant and equipment
Infrastructure

Comrmunity

infrastructure - WIP

KOU-IKAMEIA MUNICIPALITY
WNOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

2014 2013
Accumulated Accumulated
depreciation ., depreciation .
Cost and Carrying value Cost P e Carrying value
impairment impairmant
4,903,499 -53.430 4,850,069 4,503,499 -53,430 4,850,069
6,152,145 -2,085,919 4,066,226 6,152,145 -1,835,566 4,316,579
22,691,207 -9,093,594 13,597,613 15,341,498 -8,331,530 7,009,968
353,963,204 -104,373,654 249,589,549 348,917,220 -88,134,928 260,782,252
21,512,865 -8,314,636 13,198,229 18,614,377 -7,714,717 10,899,660
11,191,368 - 11,191,368 2,491,635 2,491,635
420,414,287 (123,921,233) 296,493,055 396,420,374 {106,070,171) 290,350,203
Opening Additions Disposals Transfers Depreciation Impairment Total
4,850,069 - . 4,850,069
4,316,579 - - - -250,353 - 4,066,226
7,009,968 8,420,273 (341,184) - -1,491,444 - 13,597,613
260,782,292 5,098,038 {36,953) - ~16,253,827 - 249,589,550
10,899,660 2,898,489 - - -509,919 - 13,198,230
2,491,635 8,699,733 - - - - 11,191,368
290,350,203 25,116,533 {378,137) - (18,595,544) - 296,493,055
Opening Additions Disposals Transfers Depreciation Impairment Total
4,860,935 : . . {10,866) = 4,850,069
5,145,407 58,546 (624,943} - {262,431) - 4,316,579
6,626,739 2,188,846 (4,806) - {1,800,811) - 7,009,968
257,098,308 7,174,567 - 13,515,921 (15,444,941) (1,561,563) 260,782,292
11,499,739 - . (600,079) - 10,899,660
13,760,718 2,246,838 - (13,515,921} - - 2,491,635
298,991,846 11,668,797 (529,749) - (18,119,128} {1,561,563) 290,350,203
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7. PROPERTY, PLANT AND EQUIPMENT (Continued)

None of the above assets are held for security.

Details of properties

The municipality did not pledge any of its assets as security. No restrictions apply to any of the Property, Plant and Equiprment of the municipality.
Ne impairment losses have been recognised on Property, Plant and Equipment of the municipality at the reporting date.

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

8. INTANGIBLE ASSETS

2014 2013
Accumulated Accumulated
depreciation . depreciation i
Cost and Carrying value Cost and Carrying value
impairment impairment

Computer software 1,590,560 ' (852,839) 737.721 1,237,990 (569,138) 668,852
Recongiliation of intangible assets - 2014 Opening Additions Amortisation Totat
Computer software 668,852 352,570 {283,701) 737,721
Reconciliation of intangible assets - 2013 Opening Additions Amortisation Total
Computer software 647,400 166,305 (144,862) 668,852
Pledged as security

Nene of the intangible assets are pledged as security.
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KOU-KANMMA MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014
9. INVESTMENT PROPERTY
2014 2013
Accumulated Accumulated
. depreciation . depreciation .
Cost Disposal and Carrying value Cost P and Carrying value
impairment impairment
Investment property - rmqa. 25,101,100 (7,000} - 25,094,100 25,101,100 - 25,101,100
Investment property - Buildings 860,037 - (587,529) 282,408 869,937 (559,578) 310,359
25,971,037 (7.000) (587,529} 25,376,508 25,971,037 (559,578) 25,411,459
Reconciliation of investment property - 2014 Opening Disposal Depreciation Total
Investment property - Land 25,101,100 (7.000) - 25,094,100
Investment property - Buildings 310,359 - (27,951) 282,408
25.411,459 {7.000) (27.951) 25,376,508
i i D iat Total
Reconciliation of investment property - 2013 Opening Oisposal epreciation
Investment property - Land 25,101,100 - - 25,101,100
Investment property - Buildings 338,341 (27.982) 310,359
25,439,411 - (27,982) 25,411,459

Details of property

No investment property has been given as security.

A register containing the mformation required by section 63 of the Municipal Finance Management Act is available for inspection at the registered office of the municipality.
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KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

CONSUMER DEFOSITS

Electricity and Water
Total Consumer Deposits

PROVISIONS

Balance at beginning of Year
Expenditure incurred

Provision for performance bonus
Performance bonus provision utllised

Total Provislons

Provision for workmen's compensation has not been paid for the 2011/2012 financial year. A provision has been raised for the amount outstanding.

No irvoice has yet been received for the 20112012 finencial year, The amount of R 673 336 has bean estimated based on the invoice received for the 20122013 financial year. The amount will
be settied when the invoice is received.

PAYABLES FROM EXCHANGE TRANSACTIONS

Trade payables
Cther payables
Accrued Expenses

Total Payables

The average credit period on purchases is 30 days from the recsipt of the invaice, as delermined by the MFMA. No interest is charged for the first 30 days from the date of receipt of the invoice.
Theresftar interest is charged in accordance with the credit policies of the various individual creditors that the municipality deals with. The municipality has financial risk poficies in place to ensure
that all payables are paid within the credit imeframe.

The management of the municipality is of the opinion that the camying value of Creditors approximate their fair values.

The fair value of Creditors was determined after considering the standard terms and conditions of agreements entered into between the municipality and other parties.

UNSPENT CONDITIONAL GRANTS AND RECEIPTS

Unspent conditional grants and receipts comprises of:

Local Government: Cacadu District Municipalily (IDP Grant)
Provincial: IDP

Provincial: LED

Cacadu: Fiood relief

DPLG Library

Housing rectification

National - Department of Water Affairs Grant

Disaster Refief Grant

MIG grant

Total Unspent Conditional Grants

Granis spent during the financial year is in accordance with the conditions thereof.

2014 2013
R R
104,700 104,700
104,700 104,700
1,018,304 566,963
106,373
311,195 344,958
-344,968
984,531 1,018,304
9,499,212 8,146,258
13,932,628 5,830,222
3,020,338 2,625,557
26,452,178 16,702,037
4,697 120,760
237,624 103,333
261,713
207,207 31,278
1.240,922 E
762,333
2,127,346 .
. 5,085,061
4,580,329 5,602,145
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14. EMPLOYEE BENEFIT LIABILITIES

Non current liability
Post-retirement Health Care Benefits Liabikity
Provision for Long Service Awards

Current partion of long term liability
Post-retirement Health Gare Benefits Liability
Provision for Long Service Awards

14.1 Post-retirement Health Care Benefits Liability

Balance at beginning of Year
Net actuarial (losses)profits
due to Di ting
Benefits paid
Reduction due to Re-measurement

Total Post-retirement Health Care Benefits Liability
Transfer to Current Provisions

Non-marert portion of post-ratirement Health Care Benefits Liability

The assumptions used are based on statistics and market data as at 30 .June 2014. The following assumptions, in fine with GRAP 25, have been used. Assumptions used at the reporting date:

Discount rates used
General infiation
Medical inflation
Real rate (GAP)

Qﬂb—unmm-i:_!m__..u:__mn:oaoa;._mEﬁm-&:&wmnm::mn:g:@ncu_&nnﬂg%gaﬁm&m However, where the market in these bonds is not significant, the market yields on

gavemment bonds consistent with the estimated term of the post-employment liabilities should be used. Consequently, a discount rate: of 8.14% per annum has been used. The comesponding
index-linked yield at this term is 1.41%. These rates do not reflect any adjustment for laxation. These rates wera deduced from the Johannesburg Stock Exchange (JSE) Zero Coupon bond yield
after the market close on 30 June 2014,

This assumption is required to reflect the estimated future changes in the cost of medical services, resulting from both inflaion and meonmn n-.w:uné in medical costs (for example, due to
technological advances or changes In utilisation pattems). Any assumption regarding future medical scheme contribution i is th ive. A health care cost inflation rate of
7.84% has been assumed. This Is 1.50% in excess of expected CP! inflation over the expected term of the liability, nemely 6.14%. A larger Qaa.ﬂ:em_ sac_n_ be unsustainable, eventually forcing
members to less expensive opticns. This implies a net discount rate of 0.46%.

uture inflation assumption:

The expected inflation assumption of 8_14% was obtained from the differential between market yields on index-linked borwds consistent with the estimated term of the liabilities (1.41%) and those
of fixed interest bonds (8.14%). The next contribution increase was assumed 1o occur with effect from 1 January 2015.

2014 2093
R R
1,070,620 842,204
1,023,430 905,335
2,094,050 1,747 619
109,530 60,908
128,824 199,538
238,354 260,444
803,162 1,110,194
270,236 {222.564)
67,630 49,717
(80,908) {34,155)
1,180,150 903,192
{109,530) (60.908)
1,070,620 842,284
814% TH% #
6.14% 6.19% #
7.64% 769% #
0.46% 0.02% #
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14. EMPLOYEE BENEFIT LIABILITIES (Continued)

14.1 Post-ratirgment Heafth Care Benefits Lishility (Continued)

Net di; rate:

Even though the mn_cm_ values used for the discount rate and the expected increase in medical subsidies are important, the “gap” between the two assumplions are more important. This “gap” is
referred to as the net discount rate. The net o it rate has & d from 0.02% p.a. to 0.46% p.a. (Derived from a discount rate of 8.14% and the expected medical inflation rate of 7.64%)

'ost-retirem ity;

The posi-retirement mortality assumptions are based on the PA(S0)} mortality tables rated down by 1 year. This assumplion is in line with the previous assumptions used.

Family peofite:

It has been assumed that husbands will be 4 years aider than their wives. For current retiree members, actual marital status was used and the potential for remarriage was ignored.

analysis
The results of the valuation are dependent on the underlying assumptions made. The assumptions represent our best estimate of fulure events. The actual cost of the subsidy will however be
dapendent on the actual experience. The tables below ilustrate the likely impact certain changes to the underying assumptions would have on the results.

Assumption
Real rate of return 0.02%
tiability 1,180,150
Cost  {Saving)

Curmrent

Assumption
Metalty, PAGOM
Liability 1,180,150
Cost / {Saving)

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

Balance at the beginning of the year
Net actuarial (losses)¥profits

Interest cost

Benefits paid

Total Recognised Benoflt Liabllity

The amounts recognised in the Statement of Financial Performance are as follows:
Current service cost
Interesl cost
Actuanial losses / {gains)

Total Post-retirement Benefit included in Employee Ralated Gosts (Note 23)

2014

2013

0.5%degreasein  0.5%increasein

gap {0.48%) aap (0.52%)
1,239,157 1,121,142
59,007 69,007
PA{S0} PA(D0}2

1,125,500 1,243,524
54,641 £3,374
803,192 1,110,184
270,236 (222,564)
67,630 49717
(60,908} {34,155)
1,180,150 903,182
67,630 59717
270,236 (222,564)
337,866 72,847
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KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

EMPLOYEE BENEFIT LIABILITIES (Continued)

The history of experi d ad} s as folk
20148 2013 2012
R R R
Oblgation {1,180,150) (903,912) (1,110,194)
Deficit (1:180,150) (903,912) (1,110,194)

In m.nnoauaoc with the transitional provisions for the amendments to GRAP 25 Employee Benefits in December 2004, the disclosures above are determined prospectively from the 2009 reporting
periad.

14.2 Post-retirement Long Service Awards liability

Balance at beginning of Year
Actuarial Gain

Increase due 1o Discounting
Benefits paid

Cumrent service cost

Balance at end of Year
Transfer to Cument Provisions

Total Post-retirement Long Service Awards liability

The assumptions used are based on statistics and market data as at 30 June 2014. The following valuafion assumplions are consistent with the requirements of GRAP 25.

Discount rate
General inflation
Salary inflation
Real rate (Gap)

Discount rate Assumption

The discount rate required by GRAP 25 should be set with reference to a high quality corporate bond. However, where the market in these bends is not significant, the market yields on
government bonds consistent with the estimated term of the labilities should be used. A discount rate of 7.81% per annum has been used. this is desived by using a liability - weighted average
of the yiekls comesponding to the average term until payment of long service awards, for each employee. The comesponding fiabflity weighted indestlinked yield is 1.18%. These rates do not
reflect any adjustment for taxalion. These rates were deduced from the Joharmesburg Stock Exchange (JSE) Zero Coupon bond yield afier the market close on 30 June 2014.

14.2 Post-retirement Long Service Awards liability {Continued)

Future Inflation Assumption

This assumption is required to reflect the estimated growth in salaries of the eligible employees until refirement. i is important in that the LSA are besed on an employees salary at the date of
award. General salary Inflation in most industries, experience has shown, that aver the long-term, salary inflation is batween 1.0% and 1.5% above CFt inflation. Thus a general salary inflation of
7.08% per annum over the expected term of the liability has been assumed, which is 1.00% higher than the estimate of CPI inflation over the same term. The assumption reflects a net discount
rate of 0.70%. it has been assumed that the next satary increase will take place on 1 July 2015.

2014 2013
R R
201+ 2010
f R
(810,131} (612,447)
(610,139) 612,447}
1,104,871 1,076,680
{4,352) (26,533)
74918 62,137
(199,536) (193977)
176,353 186,584
1,152,254 1,104,871
(128,824) {199,536)
1,023,430 905,335
781% 744%
8.06% 5.80%
7.06% 6.80%
0.70% 0.60%
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14. EMPLOYEE BENEFIT LIABILITIES (Continued)

Net Discourt Rate
Even though the actual values used for the discount rate and the expected increase in salaries are important, the "gap” b the two plions are more important. This "gap” is refemed to
as the net discount rate. The net discount rate is 0.70% per annum. {Derived from a discount rate of 7.81% and the expected salary inflation rate of 7.06%).

Sensitivity analysis

The results of the valuation are depandent on the undertying assumptions made. The assumptions represent our best estimate of future experience. The actual cost of the subsidy will however
be dependent on the actual experience.

Discount rate

Current Assumplion
781%
Lighility 1,152,254
Cost / {Saving) =
Retirement Current Assumption
etire at
average age
80
Liability 1,152,254
Cost / {Saving)
The amounts recognised in the Statement of Financial Position are as follows:
Balance at the beginning of the year
Current service costs
Interest cost
Benefits paid
Actuarial (losses) { gains
Total Recognised Benefit Liability
The gnised in the S of Fir lal Performance ara as follows:
Current service cost
Interest cost
Actuarial (losses) [ gains
Total Long service award Included in Employee Related Costs (Note 23)
The history of experienced adjustments Is as follows:
2014 2013 2012
R R R
Obligation {1,152,254) {1,104,871) (1,076,680}
Deficit {1,152.254) (1,104,871} (1,076,680)

In accordance with the transilional provisions for the amendments to GRAP 25 Employee Benefits in December 2004, the disclosures above are deterrnined prospectively from the 2008 reporting
period.

2014 2013
R H
Decreage of Increasq of
0.5%:7.31% 0.5%: 831%
1,078,485 1,226,022
73,768 73,768
Relire at Retire &t
averaqe aqe average age
57
1,267,479.40 1,037,028.60
(115,225) 115,225.40
(1,104,871) (1,076,680)
(176,353) (186,564)
(74,918) {82,137)
199,536 183,977
4,352 26,533
{1,152,254) {1.104,871)
{178,353) {186,564)
(74,018) {62,137}
4,352 26,533
(246,919) {222,168)
2011 2010
1] R
{706,242) (552,215)
(706,242) {552,215)
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14. EMPLOYEE BENEFIT LIABILITIES (Continued)

15

16,

The municipality operates an unfunded defined benefit plan fer all its employees. Under the plan a long-service award |s payable after 5 years of cominuous service and every 5 years thereafler
to employees. The provision is an estimate of the long service based on historical staff tumover. No other long-service benefits are payable to employees,

Actuanial valuations are performed annually. The most recent valuations of the present value of the defined benefit obligation was carried out at 30 June 2014 by C Weiss o Arch Actuarial
Consulting, a member of the Actuarial Society of South Africa.

The defined beneflt obligation and the related current service cost and past service cost, were measured using the Projected Unit Credit Method.
Expenses recognised in the statement of financial performance.

NON-CURRENT PROVISIONS

Reconciliation of non-current provisions

Environmental rehabilitation
Opeaning mw._m_._nm

discounting

Expenditure incumed

Total Non-Current Provislon
Assumptions for landfill site provision
The most critical assumptions for esimating the life expectancy and rehabilitation costs of a landfill are:

- Available permitied airspace (typically expressed in cubic metres (m3). The sites will uitimalely be used from one side of the fenca to the other along the sites’ perimeter. However, p_....w final ..m_._.__
use has not been determined for all these sites which would indicate the height that is useful for the sites hence the report assumes that, for the sake of calculations, the height of the sites will be
between 3 and 5 melers from the lowest lave! reached by the wasts.

- Airspace utiiization factor commonly refermed to as the in-place waste density {typically expressed as tons of waste plsced per cubic meter of airspate consumed (tons/m3). The average density
of the waste is betwean 0, 75 T/m3 to 1, 20 T/im3, depending on waste type and compaction efficiency, as prescribed by DWAF Minimum Reguirements for Waste Disposal by Landfill (Second
Edition, 1898). In this report #t has been assumed that itis 0.75T/m.

- Waste acceptance rate (typically expressed in tons per year (tpy). Daily deposition of waste is about 10 Tons/per day (estimates given by municipal staff and there were no proper records kept).

- The sites have been in existence for the following periods:

Kareedouw 23
Joubertina 53
Krakeelrivier 24
Louterwater 47
Coldstreamn 41
Wooedlands 32
Clarkson "

- the methodology prescribed by DWAF assumes that fandfilling is done instead of waste dumping.
ACCUMULATED SURPLLS
Total Accurnulated Surpius

Refer to Stalement of Changes in Net Assets for more detail and the movement on Accumulated Surplus.
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2014 2013
R R
1117227 1072445
49,824 44,782
1,167,051 1,117,227
312,798,577 312,113,242




KOU-KAMMA MUNICIPALITY
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17. PROPERTY RATES

18.

Rates recoived
Residential

Municipal
Agricultural

Medical

Schools

Less: income forgone

Valuations
Residential
Commercial

Stale

Agriculture
Exempted properties

Valuations on land end bulldings are performed every 4 years. The last general valuation came into effect on 1 July 2009. Interim valuations are processed on an annual basis lo take into account
changes in individual property values due fo alterafions and subdivisions. Council cbtained a condonation from the MEC to extend the validation period of the cument valuaticn role to 1 July 2014.
There has therefore been no mo t in the valuation from prior year.

A general rate of 0.6361c is applied to property valuations to dk b nent rates. Rebates of 20% are granted to state property owners.

Rates are levied on an annua! basis, with the option of paying the rates on a monthly basis,
GOVERNMENT GRANTS AND SUBSIDIES RECEIVED

National Equitable Share
Financial Management Grant (FMG})

EPWP

Grant: Distiict municipality

PMU- Expenditure Accounted for

District Municipality Cacadu

MIG Grant

Flood Relief Cacadu

Local Govemment: Cacadu District Municipality
Provincial: IDP

Municipal Systems Improvement Grant (MSIG)
Provincial: Depariment of Housing Grant
Provinca Public Works

Provincial: LED

Mational: DWAF

Disaster Relief Grant

Department of local government - audit fees

Total Govemmant Grants and Subsidies

2014 2013
R R
2014 203
7.845.725 7,505,600
3,303,220 3,001,707
1,967,748 2,844,666
8,142 8,401
60,557 56,400
(63,103)
13,285,401 13,443,080
1,055,056,750 1,055,058,750
298,668,915 298,668,915
242 931,390 242,931,390
2,088,128,800 2,088,128,800
102,080,850 102,060,850
3,786,846,705 3,786,846,705
31,313,000 28,111,000
1,650,000 1,500,000
1,000,000 2,400,000
145,000
204,004
756,071 1,448,360
21,950,779 11,608,103
1,946,841 1,260,874
1,172,100 76,864
116,083 61,97
£90,000 800,000
28,325,826 24,960,570
50,000
04,784 40,436
i 250,000
6,311,654 .
- 1,719,945
95,740,215 74,523,182
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18. GOVERNMENT GRANTS AND SUBSIDIES RECEIVED {Continued)

National: Equitable Share

In terms of the Constitution, this grant is used to subsidise the provision of basic services 1o indigen? comrmunity members. All registered indigents receive a monthly subsidy based on monthly
biling, towards the consumer account, which & determined annually by council. AN residential households receive 6kl water and some poor areas S0kWh eleclricity free every month.

Ouring the year National Teeasury withheld R 71 000 from the muricipality's equitable share due to unspent funds on the EPWP grant, resulting in the municipality receiving R 31 313 000 in
equitable share for the year instead of R 31 384 ano,

Financial Management Grant {FMG)
Balance unspent at beginning of year
Current year receipts

Conditions met - transferred to Revenue

The Financial Management Grant is paid by National Treasury to municipalities to help implement the financial mar g reforms required by the Municipal Finance Management Act (MFMA),
2003.

Local G Cacadu District Municipality
Balance unspent at beginning of year

Current year receipts

Transferred to Revenue

Other Adjustments/Refunds

Grant purpose: To provide funding to support the strategic planning and 1DP functions within the municipality.

Municipal System imp Grant (MSIG)
Balance unspent at beginning of year

Current year receipts

Conditions met - transferred to Revenue

Other Adjustments

Transferred to Receivables (see Note 4)

The Municipal Systems Improvement Grant is allocated to municipakities to assist in building in-house capacity to perform their functions and to improve and stabilise municipal systems. No
funds have been withheld.

Provincial: IDP

Balarice unspent at beginning of year

Transferred to Revenue

Grant purpose: To provida funding to support the strategic planning and IDP functions within the municipality.
Provincial: LED

Balance unspent at beginning of year

Current year receipts

Transferred to Revenue

2014

213

R R
1,650,000 1,500,000
(1.650,000) (1.500,000)
. 26,864
1,095,053 50,000
{1,172,100) (76.864)
(77,047}
90,000 800,000
(890,000} {800,000)
120,760 182,731
(116,063} (61,971)
4597 120,760
103,333 55,829
229275 87,990
(94.784) (40,486)
237,824 103,333
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18. GOVERNMENT GRANTS AND SUBSIDIES RECEIVED {Continued)

Grant purpose: To provide funding for the emgp} yment of a LED assi to assist with LED programmes within the municipality.

Flood refief Cacadu

Balance unspent at beginning of year
Current year receipts

Transferred lo Revenue

Grant purpose: The pumpose of the grant was for rectification and repairs to infrastructure ag a result of fiood damages in Kou-kamma district.

PML)- Expenditure Accounted for
Balance unspent at beginning of year
Current year receipts recognised
Transferred to Revenue

Unspent balances included other creditors.

CACADU Local economic development (LED}
Balance unspent at beginning of year

Current year receipts

Transferred to Revenue

m_.wau:iﬁmngoucﬂgmu-;uaawsuaﬁnmgsgs_gEsﬁgoﬂmamgﬂﬁ%!ggﬂgmmami?@mamﬁ ite and brochure devel

National - Department of Watar Affairs Grant

Balance unspent at beginning of year
Curent year receipls
Transfesred 1o Revenue

Grant purpose: The purpose of the grant is for the purchasing of waler quality monitering equipment.
District municipality Cacadu
Balance unspent at baginning of year

Current year receipts
Transferred to Revenue

Grant purpose: The purpose of the grant is a subsidy for Rbrary services in the Kou-kamma district. The subsidy covers salaries, operafion and maintenance costs.

2014 2013
R A
261,713 2
1,685,128 1.522,587
{1.946,841) (1.260,874)
261,713
204,004
(204,094)
{0)
145,000
(145,000)
762,333 250,000
{250.000)
762,333
31,278 -
932,000 1,479,637
(756.071) {1.448,359)
207,207 31,278

205



KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014
2014 2013

18. GOVERNMENT GRANTS AND SUBSIDIES RECEIVED {Continued)
MIG Grant

Balance unspent at beginning of year 5,085,061 (979,836)
Current year receipts 18,864,000 17,763,000
Transferred to Revenue (21,959,779) (11.698,103)

{10,718) 5,085,061

Grant purpose: The pumpose of the MIG grant is to provide capial funding for the upgrading, maintenance of the municipal infrastructure in order to provide basic services to the community,

Housing rectification

Balance inspent at beginning of year ,hwww.%v .pm meﬁv
m o {28,325,828) (24,960.579)
ransfemred to Revenue

1,240,922 (4,525,908)

Grant purpose: To provide funding for the creation of sustainable RDF houses.
Province Public Works Grant

Bafance unspent at beginning of year
Curment-year receipts 5 50,000
Conditions met - transferred to revenue = (50,000)

Grant purpose:
To provide employment to improve the quality of kfe of poor people through the use of labour intensive delivery methods in the following arees:

Road Maintenance and the maintenance of buildings;
Maintenance of social infrastructure
Beautification and cleansing of the municipal areas.

Disaster Refielf Grant

Balance unspent at beginning of year -
Curmrent year receipls 8,439,000
Transferred to Revenue (6,311,654)

2,127,346

Grant purpose: Disaster funding granted to the municipality for the repairs and rehabilitation of roads damaged due to fiooding in the 2010 financial year.

EPWP

Balance unspent at beginning of year - -
Cument year receipts 1,000,000 1,000,000
Transferved to Revenue {1.000,000) (1,000,000)

Grant purpose: To provide employment to improve the quality of ife of unemployed people through the appaintment of them to do labour intensive projects for example: Read Maintenance and
the maintenance of bulldings; Maintenance of social infrastructure; Beautification and cleansing of the municipal areas.
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KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

2014 2013 )
R R Lf
GOVERNMENT GRANTS AND SUBSIDIES RECEIVED {Continued) o
Department of local government - audit fees £
Balance unspent at beginning of year 1,719,945
Conditions met - transfermed to revenue {1.719,045)
i
SERVICE CHARGES
M““M Mﬂ”:% 1,773,333 1,676,520
r 9,690,901 6,871,955
Refuse Removal
Sewerage and Sanltation Charges 3401238 2.952.3%
rage arg 7.112,246 6,183,233
Total Service Charges 21,977,718 17,684,104
Attributable to:
Conlinuing Operations 21,977,718 17,684,104
21,977,718 17,684,104
The amounts disclosed above for revenue from Service Charges are in respect of services rendered which are billed to the consumers on a monthly basis according to approved tariffs.
RENTAL OF FACILITIES AND EQUIPMENT
Operating Lease Rental Revenue:
Premises 342,642 41,849
Halls 101,661 5117
Houses 8,780 8,780
Facilities and equipment 453,083 125,746
Rental other 5,029
Total Rental of Facilitles and Equipment 453,083 130,775
Attributable to:
Continuing Operations 453,083 130,775
453,083 130,775
Rental revenue eamed on Facilities and Equipment is in respect of Non-financial Assets rented out.
INTEREST EARNED
External Investments:
Bank Account 165,332 269,680
Short-term depasits 545,035 327,578
Total intarast Earned 0,367 597,258




KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

2014 2013
R R
22. OTHER REVENUE
IaeiScion]feea 63457 62,641
<w_=m__o= ceriificates 7440 5,830
Building plan fees 103171 73,683
Land =m..w application fees 7.584 3,481
Information fees 21,905 59,935
Cemetery fees 69,200 70,378
Wga...m».—o_._m received 36,816 =
30,000 164,023
M::na_ other fees 352,272 1,290,337
efuse site 1,140 5530
Total Other Ravenue 693,075 1,735,838
Attributable to:
Continuing Operations. 693,075 1,735,838
693,075 1,735,333
The amounts disclosed above for Other Revenue are in respect of services, other than described in Notes 19 to 21, rendered which are billed to or paid for by the users as the services are
required according to approved tariffs.
23. EMPLOYEE RELATED COSTS
Employee Related Costs - Salaries and Wages 16,911,846 16,680,859
Employee Related Costs - Contributions for UIF, Pensions and Medical Aids 4,527,316 4,081,899
Travel, Motor Car, Accommodation, Subsistence and Other Allowances 2,175,586 1,322,434
Housing Benefits and Allowances 232,008 713,556
Qvertime Payments 1,997,642 1.6517,702
Performance Bonuses 1,382,914 1,455,666
Other employee related costs. 675,163 (109,774)
WCA - 106,373
Long-service awards 442,745 39,034
Total Employee Related Costs 28,345,211 25,807,779
Attributable to:
Conlinuing Operations 28,345,211 25,807,779
28,345,211 25,807,779
Included in Employee Related Costs is an amount of R 181 401 (2013: R 39 321} paid by the municipality to Defined Contribution Plans at rates specified by the rules of the plans. As at 30 June
2014, contributions due in respect of the 2013/2014 reporting period has been paid over to the plans.
R ation of Section 57 Employ
Remuncration of the Municipal Manager (Nkuhiu S)
Annual Remuneration 692,741 634,020
Performance Bonus 89,172 79,264
Car and Other Allowances 298,056 201,600
Company Contributicns to UIF, Medica! and Pensicn Funds 1,785 98,169

Total 1,081,754 1,013,053




23. EMFLOYEE RELATED COSTS {Continued)

Remuineration of the Chief Financial Officer {Venter N)

Annual Remuneration

Performance Bonus

Car and Other Allowances

Gompany Conlributions to UIF, Medical and Pension Funds

Total

..... of the Manager: Corporate Services {Zenzile M)
Annugl Remuneration

Performance Bonus

Car and Other Allowances
Company Contributions to UIF, Medical and Pension Funds

Total

R tion of the Manager: Tachnii Services (Fenn L}
Annual Remuneration

Performance Bonus

Car and Other Allowances

Company Contributions to UIF, Medical and Pension Funds
Total

Resigned in April 2014

R ion of the Manager: Tochnit [ Services (Dliwaya D}
Annual Remuneration

Performance Bonus

Car and Other Allowances

Company Contributicns to UIF, Medical and Pension Funds

Total

Ri fon of the Managy : Strategic Services (Mpumiwana M)
Annual Remunerafion

Performance Bonus

Car and Other Allawances

Company Contributions to UIF, Medical and Pension Funds

Total

Remuneration of the Manager: Community Services {Sempani n
Annual Remuneration

Performance: Bonus

Car and Gther Allowances

Company Contributions ta UIF, Medical and Pension Funds

Total

{OU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

2014 2013

R R
658,539 611,545
55,506 39,647
134,400 120,000
1,785 16,113
850,230 787,305
606,939 625,945
55,506 55,506
188,000 120,000
1,785 1,713
850,230 803,164
432,621 418,793
189,000 87,656
1,238 1414
622,959 507,863
227,635
23,247
- 71,866
4336
- 327,084
502,530 745,045
56,506 15,859

290,400

1,785 1,713
850,230 763,517
553,863 512,285
55,506 30,647
239,076 123,600
1,785 113,483
850,230 789,015
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

2014 2013
" R
23. EMPLOYEE RELATED COSTS [Continued)
Employee costs
W:h—oﬁ&me related costs 28,345,211 25,807,770
! 5,105,633 4,991,000
33,450,844 30,798,779
24. REMUNERATION OF COUNCILLORS
Mayor 655,551 586,077
Gouncillors
Councillors' allowa 1,804,G50 1,813,380
nelars: allowances 208,680 139,450
Total Councillors” Remuneration 2,768,281 2,538,907
Councillors' remuneration
ma_.z P 190405 181,338
Jacobs S 190,405 181,338
Jantjies B 190,405 181,338
Krige R 190,405 181,338
Mntambo N 190,405 181,338
Mohr T 151,115
Nelson L 190,405 181,338
Pottie N 180,405 181,338
Rheedeors C 190,405 181,338
Strydom F 190,405 181,338
Smit K 190,405 30,223
1,904,050 1,813,380
In-kind Benafits
The Executive Mayor is fullime and is provided with an office and secrefarial support at the cost of the Council,
The councllor sataries, allowances and benefits are within the upper fimits of the framework envisaged in section 219 of the
Constitution
25, DEPRECIATION AND AMORTISATION
Depreciation: Property, Piant and Equipment 18,595,544 14,680,661
isation: Intangibie Assets 283,71 144,882
Depreciati [ t Property 27,951 27,933
Total Depreciation and Amortisation 18,907,196 19,853,506
Atiributable to:
Confinuing QOperations 18,907,196 19,853,506

18,907,196 19,853,506
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KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

FINANCE COSTS

Other interest paid
Suppliers

Finance Charges
Creditors Overdue

Altributable to:
Continuing Operations

BULK PURCHASES

Electricity
Water

Total Bulk Purchases

CONTRACTED SERVICES
Professional Fees

Securily Services

General contract expenses

Total Contracted Services

Attributable to:
Centinuing Operations
Discontinued Operations

GRANTS AND SUBSIDIES PAID

Low income subsidy/ Free basic services
Community projects

Total Grants and Subsidies

The low income subsidy/ free basic services is in respect of providing basic service levels.
Gommunity Projects are in respect of community cultural programs and catering & transport cost of community devetopment warkers within the muricipality's area of jurisdiction.

Free Basic Services are in respect of assistance to and providing basic service levels to indigent households.

2014 2013
R R
49,840 163,936
266,580 302,378
29,768
346,188 466,314
346,188 466,314
346,188 466,314
2,702,111 2,556,676
35,818 22,464
2,737,927 2,579,140
7,112 58,785
1,861,277 1,751,727
1,176,731 1,043,048
2,845,180 2,853,560
2,845,180 2.853,580
2,845,180 2,853,560
11,120,717 9,411,209
33,939,999 29,597,432
45,060,716 39,008,641
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30 GENERAL EXPENSES

k1

Included in Generat Expenses are the following:

Adverts, Printing & Stationary
Audit Fees - Extenal

Bank Charges

Cemetery fees

Cleaning

Conferences and delegations
Consumables

Debt collection

Entertainment

Electricity purchases

Refreshments

Fuel and oil

Insurance

Legal expenses

Levies paid

Licence fees - vehicles
Medical tests

Other expenses

Qther renlals

Postage

Printing and stationery
Remal of office equipment
SPU programs
Subscription and publications
Telephone cost

Training

Travel and subsistence
Tourism and publicity
Uniforms and overalls

Total General Expenses

CASH GENERATED BY OPERATIONS

(Deficit) / Surplus for the Year

Adjustment for:
{Investment income
Depreciation and Amertisation
Impairment Losses on Property, Plant and Equipment
Losses / {Gains) on Disposal of Property, Plant and Equipment
Movements in retirement benefit assets and kabililies
Movements in provisions

Changes in working capital:

{Increase) { Decrease in Inventories

[Increase) { Decrease in receivables from exchange transactions
{Increase) / Decrease in other receivables from non-exchange transactions
increase ! (Decrease) in payables from exchange transactions

{ncrease) { Decrease in VAT receivable

Increase / (Decrease) in unspent conditional grants and receipts

Cash generated by / {utilised in) Operations

KOU-KAMMA MUNICIPALITY

2014 2013
R R
266,557 352,141
1,975,077 2,331,027
239,504 197,028
25 650
37,991 918
91,738 163,552
2,051,879 1,956,981
611,488 1,423,379
3,500 .
2,716,924 2,538,538
49,469 2,755
1,676,665 2,273.080
494,720 377,607
2,236,853 1,531,694
258,607
109,421 112,693
5,263
364,154 1,302,602
71441 163,480
21,319 2,902
418,296 622,138
258,202 575,328
146,324 -
15,722 12.673
1,644,050 1,515,275
189,865 245,229
967,308 1,321,677
13,421
182,609
16,712,802 19,462,013
685,335 (28,415,112)
18,007,198 19,853,506
59,798 464,136
324,341 (178,811)
18,051 151,155
84,545 (311,726)
(1,947,027 7.813,232
3,058,808 3,225,237
9,750,141 1,731,863
(2.056,232) 1,575,214
. (1ox1p18) 5086721
27,861,140 10,995,415
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32 UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE

32.1 Unawthorised Expenditure

Opening balance

Prior year expenditure approvedicondoned councit (Rescinded)
Expenditure relating to audit committee

Employee costs

Repairs and Maintenance

Depreciation

Reruneration of councillors

Alkc for debt impaimment

General expenditure

Finance costs

Loss on disposal of asset
Approved by Council or condeoned

32.2 Fruitless and Wasteful Expenditure

Reconciiation of Fruiless and Wasteful expenditure:

Opening balance
Fruitless and Wasteful Expenditure current year
Written off by Gouncil

32.3 tregular Expenditure

Opening balance

Expenditure approved by Council
Add: Imegular Expenditure - prior year
Bridging of the supply chain policy
Condoned by National Treasury

Iregular expenditure to be reported to National Treasury as prescribed by section 170 of the MFMA

"
201213 Financial year 20,011,302
2013/14 Financial year 29,800,966
Tolal 49,812,268

ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT

Material losses
Dislribution losses on electricity
Distribution losses on water

A rting for un; ted for water k
Total water usage as per standard norm (CSRI)
Households

Non households

Total accounted for water

Distribution losses could not be recovered by the municipality, due to imcomplete records and insufficiant infrastructure to provide information in this regard.

2014

2013

R "
(5,491,518) 7,660,590
5,491,518 (7.660,590}
787,844
91,336
14,961,113 16,113,826
18,491 16,567,095
- 1,169,681
295,943 305.830
59,768
{39,847.950)
16,214,525 {5,491,518)
305,830 517,863
296,364 305,830
(517,863)
602,194 305,330
20,011,302 11,470,985
(11.470,985)
29,800,966 20,011,302
49,812,268 20,011,302
2014 2013
2,340,675 880,156
2,601,815 2,656,754
4,942,490 3,536,910
Litres per annum Litres per armum
586,482 586,482
48,107 43,107
634,589 634,589
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33 ADDITIONAL BISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT (Continued)

Audit fees

Opening balance

Current year audit fee
Current year Interest

Interest paid

Amount paid - previous years

The balance unpaid represents the audit fees that could not be paid due to financial constraints endured by the
municipality. An agreemen! was reached with the Auditor General with regards to the settlement of the debt.

PAYE and UIF
Current year payroll deductions
Amount paid - current year

Pension and medical aid deducth
Current year payroll deductions and Council confributions
Amount paid - current year

VAT
VAT receivable

34 COMMITMENTS FOR EXPENDITURE
34.1 Capital Commitments

Commitments in respect of Capitat Expenditure:
- Approved and Contracted for:-
Infrastructure
Communiy
Other

Total Capital Commitments
This expenditure will be financed from:

Government Grants
Own Resources

2014

2013

R R
2,786,648 3,541,553
2,251,587 2449241
249,261
(94,063) 288,711
(415,306) (3,402,857)
4,778,428 2,786,648
4,638,133 4,258,192
(4.317,697) (3.925,513)
320,437 332,679
6,535,350 6,227,095
(5,957.024) (5,730,872)
578,326 496,223
2,280,372 234,141
72,366,204 103,954,834
62,528,504 102,658,280
9,837,700 -
- 1,296,654
72,366,204 103,954,834
72,366,204 103,954,834
72,366,204 103,954,334
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2014

34 COMMITMENTS FOR EXPENDITURE (continued)

342 LeaseC i -A nts payable under Operating Leases

At lhe Reporting Date the municipality had outstanding commitments under Non-cancellable Operating Leases for Property, Plant and Equipment, which fall due as follows:

Operating | - Municipality as & (ex
Minimum lease payments due

- within cne year

-in second to fifth year inclusive

134,000

2013

124,800
104,000

104,000

228,800

Oum..m—..:u. _.Dwﬂm payments represent rentals payable by the municipality for cenain of its office equipment. Sky Metro Office Automation
The municipality has entered into an operating lease eg t with Sky Metro Automation (Pty) Lid for the rental of 4 bizhub machines for a pericd of three (3) years. The lease pericd
commenced an the 10 May 2012,

The following restrictions have been imposed on the municipality in terms of the lease agreements on office equipment:

(i) The equiprent shall remain the property of the lessor;
(ii) The lessee shall not sell, sublet, cede, assign or delegate any of it's rights or obligations on the office equipment; and

{jii) The equiprent shall be retumed in good order and condition to the lessor upon termination of the agreement.

Operating leases - Municipality as lessor (income)

Minimum lease payments due
- within one year 73,644
- in second to fifth year inclusive 355,412
- later than five years 356,548

53,040
334,337
403,317

785,604

790,694

The amount of the prior year lease commitment has increase due o the Operating lease Commitment relating to Vodacom which was not disclosed in the prior year financial statements

Operating leases relate to property being leased cul to Cacadu District Municipality to operate as clinics for the community. The Municipality has leased four clinics to the Cacadu District
Municipality. The Municipality eams R1 per annum for each clinic. The leases have expired in 2011 and 2012 and have not been renewed in anticipation of the transfer of these assets o the EC
Department of Health. The transfer of Primary Health Care Services is consistent with the Health Act, which classifies the services as the responsibility of the Provindial Authority.

The muricipality has entered into a lease agreement with Cell C {Pty) Lid who is a licensed operator of an electronic communications natwork. Cell C (Pty) |d is leasing a site for the inctallation
of certain infrastructure assets required for the cperation of its network. The inilial lease pefiod is @ years and 11 months with two renewal options of 5 years each. There are no conlingent rentals
and no subleases.

The Municipality has entered into a lease agresment with Vadacom PTY (Pty) Ltd who is a icensed operator of an electronic communications network.

Vodacom (Pty) Lid is leasing a site for the installation of centain infrastructure assets required for the operation of ks network. The initial lease period is 9 years and 11 menths with two renewal
options of 5 years each. There are no contingent rentals and no subleases.

The Municipality has entered into a lease agreement with Vodacom PTY (Pty) Lid who is a licensed operator of an electronic communicalticns network.
Vodacom (Pty) Lud entered into a lease agreement in order to install antennae and equiprment on the building situated at .Joubertina. The lease contract expired in 2005

The Municipality has entered into a lease agreement with MTN(Pty) Ltd who is a licensed operator of an efectronic communications network.

MTN (Pty) Ltd is leasing the Storm River Water Tower. The initial lease period is 9 years and 11 months with two renewal options of 5 years each. There are no contingent rentals and no
subleases.

The lease contract has expired in May 2013,

The Muricipafity has entered into a lease agreement with Sentech Soc Ltd to hire a portion of centain properly situated off R62 in Joubertina and the unimpeded yse of the access road for the
purpase of site access,

Interest rate increase is in Ine with a published index("increases in line with CPI") at the time the lease is entered into, thus no straight lining is required

The Municipality has leased portion 250 of Krakeelrivier no, 314 to Strydom Vrugteboerdery for R3,500 per annum with an escatation of 10%. The lease is for an indefinite period.
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35 FINANCIAL INSTRUMENTS

Categories of financial instruments

In accordance with GRAP 104.13 the Financial Assets of the municipality are classified as follows:

Financial As 2014

Receivables from Exchange Transactions
Receivables from Non-excl Transactions

-

Cash and Cash Equivalents
VAT receivable

Payatles from exchange transactions
Customer deposits
Unspent conditional grants

Final sets -

Receivables fram Exchange Transactions
Recsivables from Non-exchange Transactions
Cash and Cash Equivalents

VAT receivable

Financial Liabilities - 201

Payables from exchange transactions
Customer deposits
Unspent conditional grants.

Risk management

351 Financial risk management

In accordance with GRAP 104.13 the Financial Assets of the municipality are classified as follows:

In aceordance with GRAP 104,13 the Financial Liabiliies of the municipality are classified as follows:

KOU-KAMMA MUNICIPALITY

2014 2013
" "

At amortised cost Total
5491,872 5,491,872
8,979,536 8,979,636
8,288,278 8,288,278
2,290,373 2,200,373

25,050,059 25,050,059
26,452,178 26,452,178
104,700 104,700
4,580,329 4,580,329
31,137,207 31,137,207
3,544,845 3,544,845
12,038,345 12,036,345
5,570,901 5,570,901
234,141 234,141
21,388,232 21,288,232
17,047,005 17,047,005
104,700 104,700
5,602,144 5,802,144
22,753,849 22,753,849

The Accounting Officer has overall responsibility for the establishment and oversight of the municipality’s risk management framework. The municipality's risk management policies are established to identify and analyse the risks faced by the

municipality, to set appropriate risk limits and controls and to monitor risks and adherence lo fimits.

Due to the largely non-trading nature of activities and the way in which they are financed, municipalities are not exposed to the degree of financial risk faced by business enlities. Financial Instruments play a much more limited role in creating or
changing risks that woukl be typical of sted companies to which the IAS's mainly apply. Generally, Financial Assets and Liahilities are generated by day-to-day cperational aciivities and are not held to manage the risks facing the municipality in

undertaking its acfivities.

The Depariment Financial Services monitors and manages the financial risks relating to the operations through internal policies and procedures. These risks include interest rate risk, credit risk and Equidity risk. Gompliance with policies and

procedures is reviewed by the intemal auditors on a continuous basis, and annually by external auditors. The municipality does not enter inlo or trade financial instruments for speculative purposes.

Internal audit, responsible for initiating a control framework and monitoring and responding to patential risk, reports periodically to the municipality's sudit committee, an independent body that monitors the effectiveness of the internal audit functien.

Furiher quantitative disclosures are included throughout these Annual Financial Statements,
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35 FINANCIAL INSTRUMENTS (Continued)

35.2 Significant Risks

itis the policy of the municipality to disclose information that enables the user of its Annual Financial Statements to evaluate the nature and extent of risks arising from Financial Instruments to which the municipality is exposed on the reporting date.

The municipality has exposure to the following risks from its operations in Financial Instruments:
- Market Risk.
- Liquidity Risk; and
- Gredit Risk;

Risks and exposures are disclosed as follows:

Market Risk

._s.m_.rm» Risk is the risk that o:w:mwa In market v:nﬂ such as foreign exchange rates, interest rates and equity prices will affect the municipality’s income or the value of its holdings in Financial Instruments. The cbjective of market risk management
is by mangaage and control market risk exposures within acceplable parameters, while optimising the return.

Liguidity risk

The municipality's fisk to liquidity is a result of the funds available to cover future commitments. The municipality manages liquidity risk through an on going review of future commitments and credit facilities.

The municipality intends 1o pay creditors within 30 days.

Credit Risk

Credit Risk is the risk of financial loss to the municipality if a customer or counterparty to a Financial lnsirument fails to mest fts contractual cbligations and arises principally from the municipality's receivebles from customers and investment
securities.

35.3 Liquidity Risk

Liquidity Risk is the risk that the municipality will encounter difficulty in meeting the obligations associated with its Financial Liabilities that are setiied by delivering cash or ancther financial asset. The municipality's approach to managing fiquidity is to
ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both nomnal and stressed conditions, without incurring unaccepiable losses or risking damage ko the municipality’s reputation.

Liquidity Risk is managed by ensuring that all assets are reinvested at maturity at competitive inferest rates in relation to cash flow requirements. Liabilities are managed by ensuring that all contractual payments are met on a timeous basis and, if
required, additional new arrangements are established at competitive rates to ensure that cash flow requirements are met.

35.3 Market Risk
The municipality's activiies expose it primarily to the financial risks of changes in interest rates. No fonmal policy exists to hedge volatilities in the interest rate market.
There has been no change to the municipality’s exposure to market risks or the manner in which it manages and measures the risk.

35.4 Foreign Currency Risk Management
The municipality’s activities do not expese it to the financial risks of foreign currency and therefore has no formal policy to hedge voiatilities in the interest rate market,

35.5 Interest Rate Risk Management
Interest Rate Risk is defined as the risk that the fair value or future cash flows associaled with a financial instrument will luctuate in amount as a result of market interest changes.

Potential concentrations of interest rate risk consist mainly of variable rate deposit investments, long-term receivables, consumer debters, other debtors, bank and cash balances.

The municipality limits its counterparty exposures from its money market investment operalions by only dealing with Absa Bank, First National Bank, Nedbank and Standard Bank, Noir with a tenure exceeding twelve months are made.

Consumer Debtors comprise of a large number of ratepayers, dispersed across differant industries and gacgraphical areas. Gonsumer debtors are presented net of a provision for impaimment.

In the case of debtors whose accounts become in arears, it is endeavoured to collect such accounts by “levying of penaity charges®, "demand for pryment”, "restriction of services" and, as a last resort, “handed over for collection”, whichever
procedure is applicable in terms of Council's Credit Control and Debt Collection Policy. Consumer Deposiis are increased accordingly.
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2014 2013
R L]

Long-term Receivables and QOther Debtors are individually evaluated annually at Reporting date for impaimment or discounting. A on the various cal jes of i if i i
discounting, applicable. report tegories of deblors is drafted to substantiate such evaluation and subsequent impaiment /

The mwnicipality is not exposed to credit interest rate risk as the municipality has no bomowings,
The municipality’s exposures to interest rates on Financial Assets and Financial Liabiilies are detaled in the Credit Risk Managemnent section of this note.

Rate Sensitiv

The sensitivity analysis has besn determined based on the exposure to interest rates at the Statement of Financial Position date. The analysis is prepared by averaging the amount of the investment at the beginning of the financial year and the

amount of the investment at the end of the financial year. A 100 basis point increase or decrease was used, which r its m nent's of the reasonabl ible ch in i 7
; il e o Al il ' ent rent y possible change in interest rates. The short and long-term financial

Cash and Cash Equivalents:
if interest rates had been 100 basis points higher / lower and all oiher variables were heid constant, the municipality's:

Suiplus for the year ended 30 June 2014 would have increased / decreased by R82 870.68 (30 June 2013: increased / decreased by RS0 725.55). This is mainly attributable to the municipality’s exposure to interest rates on its
variable rate investments.

Bank balance held with Absa bank Limited is R 8 287 968 (2012: R5 072 555).

35.6 Credit Risk Management

Credit Risk refers to the risk that a counterparty will default on its contractuat obligations resulling in financial loss to the municipality. The municipality has a sourd credit control and debt collestion palicy and obtaing sufficient collateral, where
appropriate, s a means of mitigating the risk of financial loss from defaults. The municipality uses its own trading records to assess its major customers. The municipality's expasure of its counterparties are monitored regularly.

Potential concentrations of credit rate risk consist mainly of variable rate deposit ir long-term ivables, consumer debtors, other debtors, bank and cash balances.

invastmel h Equi

The municipality limils its counterparty exposures from its money market investment operations (financial assets that are neither past due nor impaired) by only dealing with Absa Bank, First National Bank, Nedbank, Investec and Standard Bank. No
investments with a tenure exceeding twelve months are made.

Irage and Other Receivables

Trade and Other Receivables are amounts owed by consumers and are presented net of impairment losses. The municipality has a credit risk policy in place and the exposure to credit risk is monitored on an on going basis. The municipality is
compelled in terms of ils constitutional mandate 1o provide all its residents with basic minimum services without recourse to an assessment of creditworthiness. Subsequently, the municipality has no controt over the approval of new customers who
acquire properties in the designated municipal area and consequently incur debt for rates, water and elechricity services rendered to them.

The municipality imits this risk exposure in the following ways, in addition to its normal cresit contrad and debt management procedures:

» The application of section 118(3) of the Municipal Systems Act (MSA), which permits the municipaiity to refuuse connection of services whilst any amount remains outstanding from a pravious deblor on the same property;

» A new owner is advised, prior to the issue of a revenue clearance certificate, that any debt remaining from the previous owner will be transferred to the new owner, if the previous owner does not settle the outstanding amount;

» The consolidation of rates and service accounts, enabling the disconnecting sexvices for the non-payment of any of the individuat debts, in lemms of section 102 of the MSA;

« The retuirernent of a deposit for new service connections, serving as g tee and are reviewed annually;

* Encouraging residents to install water management devices that control water flow to households, and/or prepaid electricity meters.

There were no material changes in the exposure to credit risk and its objectives, policies and processes for managing and measuring the risk during the year under review. The municipality's maximum exposure to credit risk is represented by the

camying vaive of each financial asset in the Statement of Financial Position, without taking into account the value of any collateral obtained. The municipality has no significant concentration of credit risk, with exposure spread over a large number of
consumers, and is not concentrated in any particular sector or gecgraphical area,

The municipality establishes an allowance for impairment that represents its estimate of anticipated losses in respect of trade and other receivables.

Payment of accounts of consumer debtors, who are unable 1o pay, are renegotiated as an on going customer refationship in response to an adverse change in the circumstances of the customer in terms of the Credit Control and Debt Collection
Policy.

Long-tem Receivables and Other Debtors are individually evaluated annually at reporting date for impaiment or discounting. A report on the varicus categories of debtors is drafted to substantiate such evaluation and subsequent impairment /
disc ing, whare applicabh
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35 FINANCIAL INSTRUMENTS {Continued)
The municipality does not have any significant credit risk exposure lo any single counterparty or any group of counterparties having simiar characteristics. The municipality defines counterparties as having similar characteristics if they are refated

36

entiies. The credit risk on liquid funds is imited because the counterparties are banks with high credit-ratings.

Credit risk
Credit risk consists mainly of cash deposits, cash equivalents and receivables. The municipality only deposits cash with major banks with high quality credit standing.

Financial assets exposed to credit risk at year end were as follows: 2014

Trade and other receivables from exchange transactions
Other receivables from non-exchange transactions
Cash and cash eguivalents

VAT receivabile

5,491,873
8.902,485
8,287,968
2,290,373

2013
R

2013

3,544,845
12,038,345
5,570,902
234141

24,972,703

21,388,233

IN-KIND DONATIONS AND ASSISTANCE

The municipality received the following in-kind donations and assistance:
Secondment of Intemational Finance Advisor by National Treasury for twa years. Tha contract expired in March 2014,

CONTINGENT LUABILITIES

Mr Cherry

Cherry was dismissed by the municipality for fraudulent misrepresentation, the cost at the Bargaining council and is now subjecting to the Labour law court for review.
Probable loss

Gerber {Uitkyk tip site)
The applicant instituted an application against Kou-Kamma for the closure of the Uitkyk waste disposal site. The site is currently illegal and parmit s being solicited.

Probable loss 300,000

Bogwana Ntlabezo Inc.
Instituted action via summons against Kou-Kamma for services rendered

Dernand Eiendomme - veld fire

Third party caused fire which damaged a farm and the municipality is being
included in the proceedings fior failure to properly extinguish fire.

Probabie loss
Jora

Damage of metor vehicle due to pothole.
Probabie loss

T Mohr and Oudshoorn
These employees were employed by the municipality and are claiming benefits which according to them were not given/paid out to them,

Probable toss 700,000

200,000

300,000

231,038

3,200,000

58,000

1,400,000
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37. CONTINGENT LIABILITIES (Continued)

38.

MTO - Forestry

Reckless issuing of a fire permit by the municipality, which caused fire damage. This case has cumrently been taken off the trial roll pending the liquidation of the first defendant.

Probable loss

Speliman

SALGBC rules against Kou-Kamma municipality and ordered reinstatement

with pay back
Probable loss

Gobo Geora Construction and Projects CC
Cancellationfrepudiation of the agreement, claim for damages suffered by the applicant.

Probable loss

RELATED PARTY TRANSACTIONS
All Refated Party Transactions are conducted at anm's length, unless stated otherwise.

38.1 Interest of Related Parties
Councillors and/or management of the municipality have relationships with businesses as indicated below:

Name of Related Person
Members of key management
Muriicipal Manager
Chief Financiaf Officer
Manager: Community Services
Manager: Corporate Services
Manager: Strategic Services
Manager: Technical Services
Mayor
Councillors

Compensation to key management

Designation

S Nkhulu

N Venter
T™ Scompani
M Zenzile

M Mpumiwana
L Fenn
Vuso MS
Goni P
Jacobs §
Jantjies B
Krige R
Mntambo N
Nelson L
Pattie N
Rheeders C
Strydom F
Smith K

2014

900,000

2013

218

ey

5,817,290

0,000

5,000,000

Individuals as well as their close family members, andior entilies are related parfies if one party has the ability , directly or indirectly, to control or jeintly control the other party to exercise significant influence over the other parly in making financial

andlor operating decisions. Key management personnel is defined as the Municipal Manager, Chief Financlal Officer and all other Managers reporting directly to the Municipal Manager.

PRIVATE PUBLIC PARTNERSHIPS

The municlpality was not a party o any Private Public Parinerships during the year under review.



40 EVENTS AFTER THE REPORTING DATE

KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

No events having financial implications requiring disclosure occurred subsequent to 30 June 2014

41 ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT

41.1 Non-CompKance with the Municipal Finance Management Act

Instance of non-compliance with the MFMA relate to Imegular, Fruitless and Wasteful Expenditure.

41.2 Deviation from, and ratification of minor bs
In terms of section 36(2) of the Municipal Supply Chain Management Regulath d by the

of, the P Pr

noled by Council and bids where the formal procurement processes ooc_a not be §o§mn must be noted in the Annual Financial Statements.

The following deviations from the tender stipulations in terms of the municipality's Supply Chain Management Policy were ratified by the Municipal Manager and reported to Council:

Apphcatile SCM policy guideline]. . Date | Supplier . i ~ JAmonnt . - 4C -~ Reason .
38.1(v} 'Year 2013/2014 ABANTL _zzo<>joz & mo_.c.q_Ozm PTY LTD 29,909.99 >=< mxnmvco..ﬁ_ case where it is
impractical or impossible to follow the
official procurement processes.
39.1(v) Year 2013/2014 ALGOA NISSAN HUMANSDORP 2,076.20 }Any exceptional case where it is
impractical or impossible to follow the
official procurement processes.
Year 2013/2014 ALGOA NISSAN HUMANSDORP 2,246.65
Year 201342014 ALGOA NISSAN HUMANSDORP 2,485.90
Year 2013/2014 ALGOA NISSAN HUMANSDORP 3,268.85
Year 20132014 IALGOA NISSAN HUMANSDORP 3,786.15
Year 201372014 ALGOA NISSAN HUMANSDORP 3.962.10
Year 20132014 ALGOA NISSAN HUMANSDORP 4,686.45
Year 20132014 ALGOA NISSAN HUMANSDORP 5,521.00
Year 20132014 ALGOA NISSAN HUMANSDORP 5,667.60
Year 2013/2014 ALGOA NISSAN HUMANSDORP 6,888.15
Year 20132014 ALGOA NISSAN HUMANSDORP 8,341.95
Year 2013/2014 ALGOA NISSAN HUMANSDORP 10,876.40
Year 2013/2014 ALGOA NISSAN HUMANSDORP 13,957.55
Year 20132014 ALGOA NISSAN HUMANSDORP 26,238.35
Year 2013/2014 ALGOA NISSAN HUMANSDORP 30,555.25
Year 2013/2014 ALGOA NISSAN HUMANSDORP 30,555.25
Year 2013/2014 ALGOA NISSAN HUMANSDORP 58,528.55
Year 201312014 ALTELEKKER 2,640.00
Year 201372014 ALTELEKKER 3,710.00
Year 2013/2014 ALTELEKKER 440000
Year 2013/2014 ALTELEKKER 6,630.00
Year 2013/2014 ALTELEKKER 7,200.00
39.1(1) Year 2013/2014 BEP TECHNICAL SERVICES 3,465.60 |In an Emergency
Year 2013/2014 1B&P TECHNICAL SERVICES 4,557.72
Year 2013/2014 B&P TECHNICAL SERVICES 5,848.20
Year 2013/2014 B&P TECHNICAL SERVICES 9,233.55
Year 2013/2014 B&P TECHNICAL SERVICES 11,742.00
Year 2013/2014 B&P TECHNICAL SERVICES 21,335.10
Year 2013/2014 B&P TECHNICAL SERVICES 29,645.13
Year 2013/2014 |B&P TECHNICAL SERVICES 38,429.40
Year 2013/2014 _mm__u TECHNICAL SERVICES 44.346.00
Year 2013/2014 B&P TECHNICAL SERVICES 50,121.47
Year 2013/2014 BAP TECHNICAL SERVICES 65,892.00
Year 201372014 B&P TECHNICAL SERVICES 66,238.92
Year 20132014 B&P ._.mOIz_n.P_. SERVICES 185,142.00

A nnn

Ams i meee tadveen @ i

2014

il, any devialion from the Supply Chain Management Policy needs to be approved / cendened by the Municipal Manager,

2M3
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Year 201312014 BEACH CABANAS 6,000.00 |impractical or impossible to follow the
Year 2013/2014 BEACH CABANAS 7.017 54 |official procurement processes.
Year 2013/2014 BEACH CABANAS 8,000.00
Year 201312014 BEACH CABANAS 8,000.00
Year 2013/2014 BEACH CABANAS 8,000.00
Year 201312014 BEACH CABANAS B,000.00
Year 2013/2014 BEACH CABANAS 8,000.00
Year 201372014 BEACH CABANAS 8.000.00
Year 20132014 BEACH CABANAS 8,000.00
Year 201372014 JBEACH CABANAS 8,000.00
Year 2013/2014 BEACH GABANAS 8,000.00
Year 2013/2014 BEAGH CABANAS 8,000.00
Yoar 201312014 BEACH CABANAS 8,000.00
Year 201312014 BEACH CABANAS 8,000.00
Year 2013/2014 BEACH CABANAS $.000.00
Year 201372014 {BEACH CABANAS 8,000.00
Year 2013/2014 BEACH CABANAS 8,000.00
Year 201312014 BEACH CABANAS 8,000.00
Year 2013/2014 BEACH CABANAS 8,000.00
Yaar 2013/2014 BEACH CABANAS 8,000.00
Year 2013/2014 BEACH CABANAS 8,000.00
'Year 2013/2014 BEACH CABANAS 14,000.00
Year 2013/2014 BEACH CABANAS 40,000.00
Year 2013/2014 BIDVEST PAPERPLUS PTY LTD T/A LMTHOTECH 2,052.00
Year 2013/2014 BILSON TRUCKS PORT ELIZABETH ( 4,715.34
Year 20132014 BILSON TRUCKS PORT ELIZABETH { 5,648.38
Year 20132014 BILSON TRUGKS PORT ELIZABETH ( 5,745.98
Year 201342014 _meOZ TRUCKS PORT ELIZABETH ( 7,214.50
Year 201312014 BRAAMS MOTORS { EDMS) BPK 470660
Year 20132014 BRAAMS MOTORS { EDMS) BPK B1,633.70
Year 201312014 BROKEN LINE MS 25,752.80
Year 2013/2014 BURWANA ASPHALT COLD MIX 24,040.0D0
39.1 {if) Year 2013/2014 CONLOG SOLUTIONS FROS UTILITIE 18,387.06 |(ii) If such good or services are
Year 2013/2014 CONLOG SOLUTIONS FROS UTILITIE 19,631.03 |produced or available from a single or
sole provider only in circur
when such supplier:
(&) Manufactures or provides goods and
services which satisfies the unique
requirements of procurement
39.4(v) Year 20132014 CTU TRAINING SOLUTIONS EC (PTY) LTD 29,000.00 |Any exceptional case where it is
Year 20132014 DATACOL cc TIA SYSTEMS SERVICE 2,074 80 |impractical or impossible to follow the
Year 2013/2014 DE JAGER VERVOER 2,280.00 |official procuremment processes.
Year 201372014 DE JAGER VERVOER 2,500.00
Year 2X13/2014 DE JAGER VERVOER 7.500.00
Year 2013/2014 DIE PLAASWERF 2,340.00
‘Year 2013/2014 DIE PLAASWERF 2,376.00
Year 201312014 DIE PLAASWERF 2,500.00
Year 20132014 DIE PLAASWERF 2,590.00
Year 201372014 DNA AUTO 2,640.00
Year 2013/2014 DNA AUTO 4,740.00
39.1 (ii) Year 2013/2014 Di A VAN GREUNEN 6,000.00 |{i} If such good or services are
produced or available from a single or
sole provider orly in circumstances
'when such supplier:
{ a) Manufactures or provides goods
and services which satisfies the unique
requirements of procurement
39.1(v) Year 2013/2014 DUMISA DESIGN & ADVERTISING (P 16,026.12 |Any exceptionat case where it is

2014

2013
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limpractical or impossible to falkw the

offictal procurement processes.

Year 2013/2014 EMS-WERKE 2131.80
Year 2013/2014 EMS-WERKE 6,384.00
Year 20132014 FASTVENTS TWENTY TWOQ (PTY) LTD T/A SIYAY 13,330.00
Year 20132014 FIRST TECHNCLOGY (PTY) LTD 24,718.85
Year 201372014 FREDDIES BODY WORKS 2,000.00
'Year 20132014 JOLA™S TOURS 2.500.00
Year 20132014 KAREEDOUW MOTORS BK 2,015.33
Year 20132014 KAREEDOUW MOTORS BK 202573
Year 2013/2014 KAREEDOUW MOTORS BK 2,036.94
Year 20132014 KAREEDOUW MOTORS BK 2,054.15
Year 2013/2014 KAREEDOUW MOTORS BK 2,061.61
Year 201372014 KAREEDOUW MOTORS BK 206727
Year 201372014 KAREEDOUW MOTORS BK 2,081.93
Year 201312014 KAREEDOUW MOTORS BK 2,108.77
Year 20132014 KAREERDOQUW MOTORS BK 2,152.85

Year 201372014 KAREEDOUW MOTORS BK 2,156.39

Year 201312014 KAREEDOUW MOTORS BK 2,161.62

Year 2013/2014 KAREEDOUW MOTORS BK 2,248.51

Year 2013/2014 KAREEDOUW MOTORS BK 2.269.74
Year 2013/2014 KAREEDOUW MOTORS BK 2,274.09

Year 2013/2014 KAREEDOUW MOTORS BK 2,288.55

Year 201372014 KAREEDOUW MOTORS BK 2,308.03

Year 201312014 KAREEDOUW MOTORS BK 2,363.62

Year 2013/2014 KAREEDOUW MOTORS BK 238543

Year 201372014 KAREEDOUW MOTORS BK 2,407 66
Year 201372014 KAREEDOUW MOTORS BK 245567
Year 2013/2014 KAREEDOUW MOTORS BK 246647
Year 20132014 KAREEDOUW MOTORS BK 2,554.18
Year 2013/2014 KAREEDOUW MOTORS BK 2,558.08
Year 2013/2014 KAREEDQUW MOTORS BK 2.558.49
Year 201372014 KAREEDOUWY MOTORS BK 256233
Year 2013/2014 KAREEDQUW MOTORS BK 2,571.61

Year 2013/2014 KAREEDDUW MOTORS BK 2,625.14
Year 201372014 KAREEDOUW MOTORS BK 2,604.24
Year 2013/2014 KAREEDOUW MOTORS BK 2,761.06
Year 2013/2014 KAREECQUW MOTORS BK 2,765.17

Year 2013/2014 KAREEDOUW MOTORS BK 2,800.00

Year 2013/2014 KAREEDOUW MOTORS BK 2,826.66
Year 2013/2014 KAREEDOUW MOTORS BK 2,837.05
Year 2013/2014 KAREEDOUW MOTORS BK 2,83836
Year 2013/2014 KAREEDOUW MOTORS BK 2,839.36
Year 2013/2014 KAREEDOUW MOTORS BK 2,947.26
Year 2013(2014 KAREEDOUW MOTORS BK 265362
Year 2013/2014 KAREEDOUW MOTORS BK 2,957 .96
Year 2013/2014 HKAREEDQUW MOTORS BK 3.014.46
Year 201372014 KAREEDOUW MOTORS BK 3,035.30
Year 2013/2014 KAREEDQUW MOTORS BK 3.085.80
Year 2013/2014 KAREEDOUW MOTORS BK 312117
Year 201372014 KAREEDOQUW MOTORS BK 3.146.88
Year 20132014 KAREEDOUW MOTORS BK 3,148.96
Year 201372014 KAREEDOUW MOTORS BK 3,169.07
Year 2013/2044 KAREEDOUW MOTORS BK 3.174.57
Year 2013/2014 KAREEDOUW MOTORS BK 3,191.76
Year 2013/2014 KAREEDOUW MOTORS BK 3,198.21
Year 2013/2014 KAREEDOUW MOTORS BK 3,208.50
Year 201372014 KAREEDOUW MOTORS BK 3,228.14
Year 2013/2014 KAREEDOUW MOTORS BK 3,23075
Year 2013/2014 KAREEDOUW MOTORS BK 3.234.57
'Year 2013/2014 KAREEDOUW MOTORS BK 3,264.87

2014

23
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Year 20132014 KAREEDOUW MOTORS BK 3,27326
Year 2013/2014 KAREEDOUW MOTORS BK 3,331.44
Year 201342014 KAREEDOUW MOTORS BK 3,363.44
Year 2013/2014 KAREEDOUW MOTORS BK 3,394.68
Year 20132014 KAREEDOUW MOTORS BK 341232
Year 2013/2014 KAREEDOUW MOTORS BK 3,419.97
Year 2013/2014 KAREEDOUW MOTORS BK 343661
Year 20132014 KAREEDOUW MOTORS BK 345659
Year 201352014 KAREEDOUW MOTORS BK 3,520.49
'Year 2013/2014 KAREEDOUW MOTORS BK 3,545.72
Year 201372014 KAREEDOUW MOTORS BK 3.601.14
Year 2013712014 KAREEDOUW MOTORS BK 3.625.27
‘Year 2013/2014 KAREEDOUW MOTORS BK 3,628.26
Year 20132014 KAREEDOUW MOTORS BK 3.652.85
Year 2013/2014 KAREEDOUW MOTORS BK 3,724.30
Year 2013/2014 KAREEDCUW MQTORS BK 3,744.79
Year 2013/2014 KAREEDOUW MOTORS BK 375743
Year 2013/2014 KAREEDOUW MOTORS BK 377149
Year 201372014 KAREEDOUW MOTORS BK 3,785.14
Year 2013/2014 KAREEDOUW MOTORS BK 3,797.1
Year 201372014 KAREEDOUW MOTORS BK 3.826.68
Year 2013/2014 KAREEDOUW MOTORS BK 3,87434
Year 2013/2014 KAREEDQUW MOTORS BK 3,809.35
Year 2013/2014 KAREEDOUW MOTORS BK 402044
Year 2013/2014 KAREEDOUW MOTORS BK 4,054.33
Year 20132014 KAREEDOUW MOTORS BK 411141
Year 2013/2014 KAREEDOUW MOTORS BK 4,166.55
Year 2013/2014 KAREEDOUW MOTORS BK 4,183.42
Year 2013/2014 KAREEDOUW MOTORS BK 4,186.25
Year 2013/2014 KAREEDOUW MOTORS BK 4,183.92
Year 2013/2014 KAREEDOUW MOTORS BK 4,200.05
Year 2013/2014 KAREEDOUW MOTORS BK 4,.231.09
Year 2013/2014 KAREEDOUW MOTORS BK 4,325.14
Year 2013/2014 KAREEDOUW MOTORS BK. 4,389.30
Year 20132014 KAREEDOUW MOTORS BK 4,410.00
Year 2013/2014 KAREEDOUW MOTORS BK 4.413.34
Year 20132014 KAREEDQUW MOTORS BK 444917
Year 2013/2014 KAREEDOUW MOTORS BK 4,501.66
Year 2013/2014 KAREEDOUW MOTORS BK 474148
Year 2013/2G14 KAREEDOUW MOTORS BK 4,743.76
Year 2013/2014 KAREEDOUW MOTORS BK 4,780.19
Year 201372014 KAREEDOUW MOTORS BK. 4.866.21
Year 2013/2014 KAREEDOUW MOTORS BK 4,906.04
Year 20132014 KAREEDOQUW MOTORS BK 4,950.43
Year 2013/2014 KAREEDOUW MOTORS BK 502273
Year 201372014 KAREEDOUW MOTORS BK 5,053.98
Year 201312014 KAREEDOUW MOTORS BK 5,176.50
Year 2013/2014 KAREEDOUW MOTORS BK 5,208.90
Year 2013/2014 KAREEDOUW MOTORS BK 5,265.57
'Year 2013/2014 KAREEDOUW MOTORS BK 5,265.87
Year 2013/2014 KAREEDOUW MOTORS BK 5,449.07
Year 2013/2014 KAREEDOUW MOTORS BK 5,646.87
Year 2013/2014 KAREEDDUW MOTORS BK. 5,682.13
Year 2013/2014 KAREEDOQUW MOTORS BK 5,683.18
'Year 2013/2014 KAREEDOUW MOTORS BK 5,702.39
Year 2013/2014 KAREEROUW MOTORS BK 5,719.46
Year 20132014 KAREEDOUW MOTORS BK 5,825.39
Year 2013/2014 KAREEDOUW MOTORS BK 5.5920.96
Year 201312014 KAREEDOUW Z_O._. ORS BK 5,057.84
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Year 2013/2014 KAREEDOUW MOTORS BK 6,021.86
Year 201312014 KAREEDOUW MOTORS BK 6,088.40
Vear 2013/2014 KAREEDOUW MOTORS BK 6,158.80
Year 201372014 KAREEDOUW MOTORS BK 6,204,78
Year 20132014 KAREEDQUW MOTORS BK 6.372.25
Year 201372014 KAREEDOUW MOTORS BK 6,494.52
Year 201372014 KAREEDOUW MOTORS BK 6,563.34
Year 201312014 KAREEDOUW MOTORS BK 6,564.45
Year 20132014 KAREEDOUW MOTORS BK 6,568.51
Year 201372014 KAREEDOUW MOTORS BK 6,859.44
Year 201372014 KAREEDOUW MOTORS BK 7,065.63
Year 20132014 KAREEDOUW MOTORS BK 7.073.81
Year 20132014 KAREEDQUW MOTORS BK 7,239.58
[Year 2013/2014 KAREEDOUW MOTORS BK 7.319.99
Year 2013/2014 KAREEDOUW MOTORS BK 7,333.66
Year 2013/2014 KAREEDOUW MOTORS BK 7.302.95
Year 201372014 KAREEDOUW MOTORS BK 7.428.91
Year 20132014 KAREEDCUW MOTORS BK 7.475.46
Year 2013/2014 KAREEDOUW MOTORS BK 7.506.33
Year 20132014 KAREEDQUW MOTORS BK 7,751.68
Year 2013/2014 KAREEDOLW MOTORS BK 7.788.17
Year 2013/2014 KAREEDOUW MOTORS BK 7.80117
Year 20132014 KAREEDOUW MOTORS BK 7.892.54
Year 20132014 KAREEDOUW MOTORS BK 7.017.83
Year 201372074 KAREEDQLW MGTORS BK 7.931.92
Yoar 201312014 KAREEDOUW MOTORS BK 7.951.31
Year 201372014 KAREEDOUW MOTORS BK 8.204.31
Year 201372014 KAREEDOUW MOTORS BK 822284
Year 201312014 KAREEDOUW MOTORS BK 8.270.01
Year 201312014 KAREEDOUW MOTORS BK 8,250.12
Year 20132014 KAREEDOUW MOTORS BK 8,306.44
Year 20132014 KAREEDOUW MOTORS BK 8,570.82
Year 201372014 KAREEDOUW MOTORS BK 8,586.63
Year 201312014 KAREEDOUW MOTORS BK 8,950.56
Year 201372014 KAREEDOUW MOTORS BK 9,386.20
Year 201312014 KAREEDQUW MOTORS BK 9,304.23
Year 201372014 KAREEDOUW MOTORS BK 9,581.90
Year 201372014 KAREEDOUW MOTORS BK 9,852.82
Year 201372014 KAREEDOUW MOTORS BK 10,000.00
Year 2013/2014 KAREEDOUW MOTORS BK 10,788.12
Year 201312014 KAREEDOUW MOTORS BK 1091557
Yoar 201312014 KAREEDOUW MOTORS BK 1,200.00
Year 201372014 KAREEDOUW MOTORS BK 11,426.50
Year 2013/2014 KAREEDOUW MOTORS BK 21,718.80
Year 20132014 KAREEDOUW MOTCRS BK 24,671.57
Year 20132014 KAREEDOUW MOTORS BK 4879557
Year 20132014 KAREEDOUW MOTORS BK 92,1111
Year 20132014 KEMP MOTORS 3,391.50
[Year 2013/2014 KEMP MOTORS 4,845.00
[Year 2013/2014 KEMP MOTORS 10,525 62
39.1(ii) Year 2013/2014 KOUKAMMA VERKEER 10,216.40 {(ii) if such good or services are
Year 2013/2014 KOUKAMMA VERKEER 14,664.00 |produced or evailable from a single or
Year 2013/2014 LEXIS MEXIS — LEX PATRIA 5,736.61 |50le provider only in circumstances
Year 2013/2014 LOUTERWATER INGENIEURSWERKE 5.700,00 ["hen such supplier.
Year 201312014 LOUTERWATER INGENIEURSWERKE 71,802.60 |2 Menvtactur poed m:u“q_nw,”:cm”“m and
requirements of procurernent
39,1(v) Year 2013/2014 M BAY TRAING GG 5,643.00 |Any exceptional case where it 5
Year 2013/2014 M BAY TRAING CC 12,825.00 | ..q._.uam&n& ar impossible to follow the
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39.1(ii) Year 2013/2014 SA POST OFFICE 6,700.00 (i) If such good or services are

Year 2013/2014 SABC 3,206.50 |oreduced or available from a single or
sole provider only in circumstances
'when suth supplier:
(a) Manufactures or provides goods and
services which saiisfies the unique
requirements of procurement

39.1(v) Year 2013/2014 Sprinter Zone Commarcial PTY LTD Port Elizabeth 3.960.36 |Any exceplional case where it is

Year 2013/2014 Sprinter Zone Commiercial PTY LTD Port Elizabeth ,381.91 |impractical or impossible to follow the

Year 2013/2014 Sprinter Zone Cr {al PTY LTD Port Elizabath 8.772.30 |official procurement processes.

Year 2013/2014 Sprinter Zone Commercial PTY LTD Port Elizabeth 59.407.68

Yoar 2013/2014 SW WALTERS 5,985.00

Year 201312014 SW WALTERS 8,493.00

Year 20132014 THE LEADERSHIP DEVELOPMENT INSTITUTE 47,880.00

Year 2013/2014 TKS PROJECTS (PTY)LTD 10,545.00

Year 2013/2014 TRUE TECHNOLOGIES 14,122.34

Year 2013/2014 TRUVELLO MANUFACTURERS (PTY) L 797197

Year 20132014 TSITSIKAMMA TOTAL VILLAGE 219145

Year 20H3/2014 TSITSIKAMMA TOTAL VILLAGE 2,323.35

Year 201372014 TSITSIKAMMA TOTAL VILLAGE 2,714.75

Year 2013/2014  TSITSIKAMMA TOTAL VILLAGE 3,339.30

Year 2013/2014 TSITSIKAMMA TOTAL VILLAGE 3,650.35

Year 20132014 TSITSIKAMMA TOTAL VILLAGE 4,042.65

Year 2013/2014 TSITSIKAMMA TOTAL VILLAGE 4,279.15

Year 2013/2014 TSITSIKAMMA TOTAL VILLAGE 4,491.15

Year 2013/2014 TSITSIKAMMA. TOTAL VILLAGE 4,567 .65

Year 2013/2014 TSITSIKAMMA TOTAL VILLAGE 5,015.85

‘Year 2013/2014 TSITSIKAMMA TOTAL VILLAGE 7.013.10

Year 2013/2014 TSITSIKAMMA TOTAL VILLAGE 8,141.55

Year 201312014 TSITSIKAMMA TOTAL VILLAGE 8,215.10

Year 20132014 TSITSIKAMMA TOTAL VILLAGE 8.578.00

‘Year 2013/2014 TSITSIKAMMA TOTAL VILLAGE 8,630.15

‘Year 201312014 TSITSIKAMMA TOTAL VILLAGE 10,504.05

Year 201312014 TSITSIKAMMA TOTAL VILLAGE 11,237.15

Year 2013/2014 TSITSIKAMMA TQTAL VILLAGE 11,408.35

‘Year 2013/2014 TSITSIKAMMA TOTAL VILLAGE 15,499.05

Year 2013/2014 TSITSIKAMMA TOTAL VILLAGE 18,300.00

Year 2013/2014 TSITSIKAMMA TOTAL VILLAGE 19,334.85

Year 20132014 TSITSIKAMMA TOTAL VILLAGE 19,347.70

‘Year 2013/2014 TSITSIKAMMA TOTAL VILLAGE 25,000.00

Year 2013/2014 TUINROETE AGRI 2,005.50

Year 2013/2014 TUINROETE AGRI 2,085.80

‘Year 2013/2014 TUINROETE AGRI 2,094.40

| Year 2013/2014 TUINROETE AGRI 2,143.30

Year 2013/2014 TUINROETE AGRI 2,144.20

Year 2013/2014 TUINRQETE AGRI 2,185.10

Year 2013/2014 TUINRCETE AGR 2,207.10

'Year 2013/2014 TUINROQETE AGR 2,508.90

Year 2013/2014 TUINROETE AGR 2,589,70

Year 2013/2014 TUINROETE AGRI 2,743.30

Year 2013/2014 TUINROETE AGRI 2,783,865

Year 2013/2014 TUINROETE AGRI 2,830.00

Year 20132014 TUINROETE AGRI 2,837.60

Year 20132014 TUINROETE AGRI 2,851.80

Year 2013/2014 TUINROETE AGRI 2,870.40

Year 201372014 TUINROCETE AGRI 3.144.00

Year 201342014 TUINROETE AGRI 3.319.10

Year 2013/2014 TUINROETE AGRI 3,336.40

Year 201312014 TUINROETE AGRI 3,629.70

Year 2013/2014 TUINROETE AGRI 3,672.70

Year 201U3N14 TINROETF ARRI

3.729.10
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2014 2013
R R
Year 201372014 TUINROETE AGRI 3,732.50
Year 201372014 TUINROETE AGRI 3,763.10
Year 201372014 TUINROETE AGRI 3,790.80
Year 201312014 TUINROETE AGRI 3,804.20
Year 2013/2014 TUINROETE AGRI 3,859.60
Year 201372014 TUINROETE AGRI 3,044 50
Year 201372014 TUINROETE AGRI 3,067.70
Year 201372014 TUINROETE AGRI 4,040.20
Year 2013/2014 TUINROETE AGRI 4,077.70
Year 2013/2014 TUINROETE AGRI 4,861.70
Yoar 209312012 TUNROETE AGRI 4,987.90
Year 2013/2012 TUINROETE AGRI 5,030.00
Year 201312014 TUINROETE AGRI 5,223.60
Year 2013/2012 TUINROETE AGRI 5,533.40
Year 201372014 TUINROCETE AGR! 5,547.70
Year 2013/2014 TUINROETE AGRI 6,308.80
Year 201312014 TUINROETE AGRI 8,621.40
Year 2013/2012 TUINROETE AGR 14,572.80
Year 201312014 TUNROETE AGR 18,677.56
Year 201372014 TUINROETE AGRI 22,383.70
Year 2013/2014 UMSENGE STRATEGIC DEVELDPMENT AND G(J 58,000.00
Year 2013/2014 VOLKSWAGEN (PTY) LTD 358,029.70
Vear 2013/2014 VOLVO SOUTHERN AFRICA 38,160.53
[Year 201372014 VOLVO SOUTHERN AFRICA 342,500.60
[Year 2033/2014 WANDILE TRANSPORT 2,100.00
[Year 2013/2014 WATER PUMPING 16125
[Year 201372014 WATER TECHNOLOGY GAPE (PTY) LTD 7.752.00
Year 201312014 WILCO ENGINEERING 4,800.00
Year 20142014 WILLIAMS HUNT HUMANSDORP 265,435.22

42. GUOING CONCERN ASSESSMENT
Management considered the following matters relating to the Going Concern:

There are a number of olher evenis ard conditions that individually or collectively may cast significant doubt on the going concemn assumption
and place the municipality’s financial sustainability under threat. These indicators include amongst others:

Revenue is not being collected and debtor’s rectverability days have worsened from 182 days in 2012-2013 compared to 507 days in 2013-2014 financial year.

The municipality developed a Financial Recovery Plan to address the cash flow challenges experienced at the beginning of the 2013/14 financial year and is currently implementing swringent debt collection and credit contrel procedures. This plan has
resulted in the municipality improving its cash and cash equivalents position from a balance of R 5 570 902 for the 2012/2013 financial year to R 8 288 282 as at the end of June 2014. The municipality has also secured a bank overdraft in the amount
of RS million to cover short term cash shortfalls as and when the need arises — fo date this facility has not been used.

Certain supphiers only provide services on the cash basis now due 1o problems receiving payments in the past.

The community is refusing to pay for services due to incorrect accounts, faulty water meters and a delay in receiving statements.

Inability of the municipality to pay creditors as creditors days were 79 days in 2012-2013 compared to 155 days in the 2013- 2014 financial year,

Taking the aforementioned into account, management has prepared the Annual Financial Statements on the Going Concem Basis.

This basis presumes that funds will be available to finance future cperations and that the realisation of assets and seftlernent of
liabilities, contingent obligations and commitments will occur in the ordinary course of business.
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