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OVERBERG DISTRICT MUNICIPALITY

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

GENERAL INFORMATION

NATURE OF BUSINESS
Overberg Municipality is a district municipality performing the funcfions as set out in the Constitution,1995, {Act no 108 of 1996)

COUNTRY OF ORIGIN AND LEGAL FORM
South African Calegory C Municipality (District Municipality) as defined by the Municipal Structures Act,1988. (Act no 117 of 1898)

JURISDICTION
The Overberg Municipality includes the following areas:

Cape Agulthas
Overstrand
Sweliendam
Theewalerskioof

MUNICIPAL MANAGER
D FPBERETT!

CHIEF FINANCIAL OFFICER
J C P TESSELAAR

REGISTERED OFFICE
26 Long Street, Bredasdorp, 7280

AUDITORS
Auditor General South Africa (AGSA)

PRINCIPLLE BANKERS
Absa Banlk

RELEVANT LEGISLATION

Municipal Finance Management Act, 2003. (Act no 56 of 2003)
Division of Revenue Act

The Income Tax Act

Value Added Tax Act

Municipal Structures Act,1998. {Act no 117 of 1998)

Municipal Systems Act, 2000. (Act no 32 of 2000}

Municipal Planning and Performance Management Regulations
Waler Services Act,1697. (Act no 108 of 1997)

Housing Act,1897. (Act no 107 of 1897)

Municipal Property Rates Act, 2004, {(Act no 6 of 2004)
Eleciricity Act,1987. {Acl no 41 of 1987)

Skills Development Levies Act, 1989, {Act no © of 1999)
Employment Equity Act,1998. (Act no 55 of 1998)
Unemployment Insurance Acl,1966. {Act no 30 of 1966)

Basic Conditions of Employment Act,1997. {Act no 75 of 1807)
Supply Chain Management Regulations, 2005

Collective Agreemenis

Infrastructure Grants

SALGBC Leave Regulations




OVERBERG DISTRICT MUNICIPALITY

MEMBERS OF THE OVERBERG DISTRICT MUNICIPALITY

COUNCILLORS
Theewaterskicof CD November
Overstrand NM Sapepa
Cape Agulhas PN Atyhosi
Overstrand PJ May
Theewaterskioof UT Sipunzi
Overstrand DF Coetzes
Theewaterskloof IM Sileku
Cape Aguthas JG Nieuwoudt
Theewaterskioof KJ Tiemie
Theewaterskloof ML Hecfor
Overstrand A Coelsee
Swellendam J Du Toit Loubser
Proportional A J Appel
Proportional S Tebole
Proportional J Gelderblom
Proportional L De Bruyn e e e
Proportional A Franken {
Proportional D Qosthuizen P
Proportional D Du Toit A
Proportional J Krigl {
Proportional DC Ruiters ;
i

APPROVAL OF FINANCIAL STATEMENTS

| am responsible for the preparation of these annual financial statements for the year ended
30 June 2014, which are set out on pages 1 to 78 in terms of Section 126 (1) of the
Municipal Finance Management Act and which | have signed on behalf of the Municipality.
The annual financial statements have been prepared in accordance with GRAP.

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

! have reviewed the Municipality's cash flow forecast for the year to 30 June 2015 and am
satisfied that the Municipality can continue its aperational exisience for the foreseeable
future.

The external auditors are responsible for independently auditing and reporting on the
Municipality’s financial statements.

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

265 L0

Date

Municipal Manager



OVERBERG DISTRICT MUNICIPALITY

STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2014

NET ASSETS AND LIABILITIES

Net Assets
Accumulated Deficit
Non-Current Liabilities

Long-term Liabilities
Employee benefits
Non-Current Provisions

Current Liabilities

Consumer Deposits

Current Employee benefits

Payables from exchange transactions

Unspent Conditional Government Grants and Receipts
Current Portion of Long-term Liabilities

Total Net Assets and Liabilities
ASSETS

Non-Current Assets

Property, Plant and Equipment
Investment Propery
intangible Assets

Capitalised Restoration Cost

Current Assets

inventory

Receivables from exchange transactions
Receivables from non-exchange transactions
Taxes

Cash and Cash Equivalents

Non-Current Assets Held for Sale
Non-current Assats held for sale

Total Assets

Notes

o N

Mo~

10
11
12
13

14
15
16
9.3
17

10

2014
{Actual)
R

(23 691 881}

2013
{Restated)
R

(21 216 602)

{23 691 881)

(21 216 602)

63 972 471 60 322 253
1478 890 1876 157
54 854 766 51235312
7838715 7210784
19 843 703 20 417 087
11 820 17 590
8 005 540 7 335 488
2270014 1227 217
8 773 564 10 945 303
782 765 891 489
60 124 283 50 522 738
42 222 180 42 328 360
40 245 133 40 341 158
111 000 -
274 895 342 978
1591 182 1644 223
17 789 980 15 445 891
1039175 824 616
501 432 442 162
1340572 1457 221
199 251 134 665
14 708 550 12 487 228
112133 1748 488
112133 1748 488
60 124 293 59 522 738




OVERBERG DISTRICT MUNICIPALITY

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2014

REVENUE

Revenue from Non-exchange Transactions
Transfer Revenue

Government Grants and Subsidies
Puklic Contributions and Benations

Other Revenue

Actuarial Gains
impairments Recovered

Revenue from Exchange Transactions

Government Grants and Subsidies

Service Charges

Rental of Facilities and Equipment

Interest Earned - external investments

Interest Earned - ouistanding debtors

Licences and Permils

Agency Services

Other Income

Fair Value Gains

Gain on disposal of Property, Planl and Equipment

Total Revenue

EXPENDITURE

Emgloyee related costs
Employee related costs (Roads)
Remuneration of Councillars
Debt Impairment

Depreciation and Amoriisation
Impairments

Repairs and Maintenance
Acluarial losses

Fair Value losses

Finance Charges

Confracted services

QOparating Grant Expenditure
General Expenses

Loss on disposal of Property, Plant and Equipment

Total Expenditure

NET SURPLUSHDEFICIT) FOR THE YEAR

Notes

18

18
19

20

10

26

27

2014 2013 Correction 2013
{Actual) {Restated) of error {Previously reported)
R R R R
51 144 477 47 986 370 102 894 47 BB3 477
51124 31 47 244 520 102 894 47 141 626
51 124 301 47 244 520 102 894 47 141 6526
20176 741 B51 - 741 851
16 421 741 B51 - 741 851
3755 - - -
68 821 419 62 345 045 656 132 61692 912
50 621 904 41 QB9 556 (96 BT} 41 186 443
645 663 621345 - 621 345
10718 124 13 144 665 - 11 144 665
1290 19¢ 484 647 - 484 647
4 780 3918 - 3es
75938 45 04D - 45 040
4 480 087 3 873 146 - 3 B73 146
568 233 4 A2B 147 753019 3675127
. 42 288 - 42 288
407 482 616 292 - 616 292
119 965 896 110 335 415 759 026 105 576 389
58 992 G22 53 300 056 1023 700 52 276 396
13 512 802 12 570 495 12 570 485 -
5 144 455 3979 297 - 3 979 297
330 327 753019 753019 -
2117 020 2 436 873 - 2 436 673
539 §26 & 592 - 9892
13 387 785 7 7BZ 286 (12 258 515} 20 040 801
475 288 - - -
- 15 310 - 15 310
BB1 226 1392 464 - 1 392 464
125 583 255 754 - 255 754
- - (2 031 226) 2031 226
26 954 071 25227038 6849 887 24 537 151
- 641 213 - 641 213
122 441 176 108 363 838 747 361 107 616 477
{2 475 279) 1971 577 11 665 1958 913




OVERBERG DISTRICT MUNICIPALITY

STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2014

Balance at 1 JULY 2012
Correction of error - Refer ta note 28.10

Restated balance on 1 JULY 2012
Net Surplus for the year

Balance at 30 JUNE 2013
Net Deficit for the year
Balance at 30 JUNE 2014

Accumulated Total
Surplus/
(Deficit)
R R

(23 276 498) (23 276 498}

88 319 88 319

{23 188 179) {23 188 179)

1971577 1971577

{21 216 602) {21 216 602)

(2 475279) (2 475 279)

(23 691 881)

(23 691 881)




OVERBERG DISTRICT MUNICIPALITY

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2014

CASH FL.LOW FROM OPERATING ACTIVITIES

Receipts

Ratepayers and other
Government - operating
Interest

Payments
Suppliers and employees
Finance charges
Cash generated by operations
CASH FLOW FROM INVESTING ACTIVITIES

Purchase of Property, Plant and Equipment
Proceeds on Disposal of Fixed Assets

Purchase of Intangible Assets

Proceeds on Disposal of Non-Current Investments

Net Cash from Investing Activities
CASH FLOW FROM FINANCING ACTIVITIES

Loans repaid
Increase{Decrease} in Consumer Deposits

Net Cash from Financing Activities

NET INCREASE IN CASH AND CASH
EQUIVALENTS

Cash and Cash Equivalents at the beginning of the year

Cash and Cash Equivalents at the end of the year

NET INCREASE IN CASH AND CASH
EQUIVALENTS

Notes

26
30

10

17

30 JUNE 2014
R

16 179 696
99 574 466
1294 979

(113 578 988)

30 JUNE 2013

R

18 544 425
87 397 982
488 565

{101 640 355)

(233 295) (306 133)

3 236 857 14 484 483
(2 119 367) (1 384 260)
2131 736 1704 337
- (61 045)

- 357 810

12 369 616 842
(1021 134) (643 269)
(5 770) (2 490)

(1 026 904) (645 759)
2222322 14 455 565
12 487 228 (1 968 338)
14 709 550 12 487 228
2222 322 14 455 565

g



ASSETS
Current assols

Cash

Call investmen! deposite
Consumer debtors
Olher Receivables

Invantory

Total current assets

Nen current assets
Long-temn recelvables
Invesiments

Property, plant and equipment

Intangible Assels
Total non current assets

TOTAL ASSETS

IIABILITIES

Current liahilities
Bank overdraft
Bomowing

Consumer deposils

Yrade and other payables
Provisians and Employee Benefits

Total current liabilities

Non current liabilities
Barrowing
Frovisions and Employee Benefits

Total non current labilities
TOTAL LIABILITIES
NET ASSETS

COMMUNITY WEALTH

Accumulated Surplusf({Defici}
TOTAL COMMUNITY WEALTHEQUITY

OVERBERG DISTRICT MUNICIPALITY
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMDUNTS
STATEMENT CF FINANCIAL POSITION AT 30 JUNE 2014

GOMPARISON OF ACTUAL FIGURES TO FINAL BUDGET

2014 2014 2014
R R R
Actual Flnat Budget Varlance
7016 521 3 268 580 3746 830
7 693 030 - 7843 D30
o1 432 435 580 B1 872
1538 823 2008 363 {4EB B4}
1038175 2 988 461 (1 922 287)
47 789 880 B 685 974 2104 005
40 245133 43 531 356 {3 286 222}
274 885 377278 (102 3B4)
40 520 028 43 808 635 (3 388 B06)
58 310008 52 594 610 5714 398
- ] ()
782 765 785 6B {2 924}
11820 17 590 {5 770)
11 043 578 3152875 7 880 604
B 005 540 7 335 488 &70 050
18843703 11 281743 B 551 860
1478980 1096 702 382 288
62 483 481 64 985 860 (2472 479}
B3 872 471 66 062 662 (2 080 191)
83816174 77 354 408 & 481 769
(25 508 165) (24 758 785) (746 370)
{23 631 BB1) (24 758 785) 1 067 814
{23 891 BAY) {24 755 785} 1 067 814

£xplanations for materiat varlances

Variance due to additional grants received for the roads
function

Financial position of the municipality improved due to
improved linancial cantrol

Inerease tdue to red uction In payment leveis by consurners

Decrease due to autstanding amounts written off by Councit
Decrease due to selling of property previously recognised as
aon-curtent asseis held for sale

Decrease due to financial lease assets being much cheaper
than anticipated

tess expenditure incurred on intangitie assets than budpered
for

Not material

Number of consumers reduced due to partial closure of the
Dennehof Resort

Additional funding for roads functien increased the unspent
conditional grants significantly

Adjustments due to actuarial czlculations

ingreased due to liakililies raised for financial leases

Adjustiments due 1o ectuariat calculations

Realised smaller deficit for the year under review than
anticipated




ASSETS
Curren! assaols

Cash
Capsumer debtars
Other Receivables

Inventory
Tata) current assals

Non current assets
lhvesiments

Froperty, plant and equipment

intangible Assets
Total non current assets
TOTAL ASSETS
LIABILITIES

Current liablfities
Bank overdrafi

Borrowing

Consumer deposits

Trada and other payablas
Provisions and Employee Benefits

Total current llabilities

Non current Nabilities

Borrowirig

Provisions and Employee Benefils
Tatal nan current liahllities
TOTAL LIABILITIES

NET ASSETS

COMMUNITY WEALTH
Accumulated Surplus/{Deficit)

TOTAL COMMUNITY WEALTH/EQUITY

OVEREERG DISTRICT MUNICIPALITY
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
STATEMENT OF FINANCIAL POSETION AT 30 JUNE 2014

ADJUSTMENTS TO APPROVED BURGET

2014 2014 2014
R R R
Approved Budge! Adjustments Final Budget

1 584 469 1685121 3 269 580
2345 817 (1 906 257) 439 560
581 081 1427 272 2008 363
1138 542 1828 219 2 BEB 461
56458912 3 035 056 8 685 874
51 124 051 {7 522 636) 43 531 366
249 061 128 218 avr 278
51373 112 (7 464 477) 43 508 635
57 023031 (4 428 422) 532 584 616G
- ] ]
3808179 (3 022 480) 78h 689
20080 (2 490) 17 &90
2 340 360 812 615 J 152970
7204176 131313 7 335489
13372 Y95 {7 0B1 052) 11291743
12 482 855 {11 3BG 153} 1095702
83713805 1252155 B4 665 860
76 196 680 (10 133 998} 66 062 662
8% 569 454 {12 215 050) 77 354 405
(32 546 423) 7 786 628 {24 759 795)
{32 546 423} 7 7HE 678 (24 750 795)
(32 546 423} 7 TH6 628 {24 759 795}

Explanatians for materiz] adjustmants

Financizl position of the municipality improved due to
improved finanzial contrel

Corrections between exchange and non-exchange debtars as
well as debtors written off

Corrections between exchange and non-exchange debtors
Corrections done to include nen-current assets held far sale
as pant of inventary

PPE redured due to municipality's inability to ralse an
external loan for the expansion of the Karwyderskraal
Regional Landfill Site

Budget far capital expenditure adjusted to provide for the
aurchase of software

Decreased due to Karwyderskraal Regional Landfill site net
belng expanded

Mot material

Increased due to rise in supplier prices

Not material

Decreased due to Karwyderskraal Reglonal Landfill site net
being expanded
Not matarial

Adjusted due to improved financial management




REVENUE BY SOURCE

Service charges

Rental of facililies and aquipmant
Interest earned - extemal inveslmenls
Inlerest eamed - cutstanding debtars
Actuarial Gains

Lizences and permils

Agency seivices

Gavernment Granls and Subsidies - Oparaling
Dther revenue
Gains on dispasal of PPE

Total Operating Revenue
EXPENDITURE BY TYPE

Employee ralnted costs
Remuneration of counchlors
Depreclation & assel impaimment
Finance charges

Impairments

Contracted services

Olher expendiiure
Loss on disposal of PPE

Total Operating Expenditure
Operating Surplusi{Deficit) far the year

Government Grants and Subsidies - Capital

Net Surplusi{Beficit) for the year

OVERBERG BISTRICT MUNICIPALITY

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2014

COMPARISON OF ACTUAL FIGURES TO FINAL BUDGET

2014 2054 2014
R R R
Aciual Firal Budget Variance
645 663 651 180 {55617
10718124 10 644 000 74 124
1290198 1300 000 {4 801}
4 780 4100 680
16 421 - 16 421
75538 45 000 30538
4 489 pa7 4 469 020 T
101 746 205 106 146 080 (4 388 BYE)
568 233 447 690 120643
407 482 - 407 482
119 862 141 123 727 D40 (3 784 89)
5B 982 022 56 755 280 2 236 062
5144 455 4 BS2 480 2B1 875
2117 020 2067110 49810
B61 226 Bab 870 15 356
539 628 - 539 626
325 683 140 DDO (14 417)
40 818 114 62 458 830 {21 680 716}
10B 926 374 127 170 280 (18 247 876)
11 033 768 {3443 210) 14 476 978
{363 740) B {353 740}
10680027 (3 443 210} 14 123 237

Explznations for material variances

Mot material

Net materlal

Mot material

increase due to improved credit contrel measures being implemented
Adjustmants due to actuarial caleulations

Increase due to permits being issued by Municipal Health

Not material

Decrease due tu additienal funding for the roads function not spent at year end
increase due to revenue keing more than anticipated
increase due to properties being sold during the year

Increase due 1o settlement with previous MM and acting allowances paid for vacant
pesitions

Reduced due to Councillors claiming luss for travel caims than anticipated
Decreased due to extending of economic usefull lives of assats

Not material

Redundant assets being written off

Reduced due to Karwyderskraal landfill site still being closad

Decrease due 1o additional funding for the roads function not spent at year end

Assets bought fram gevernment grants not budgetad for as capital expenditre




OVERBERG DISTRICT MUNICIPALITY
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
STATEMENT OF FINANGIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2014

ADJUSTMENTS TO APPROVED BUDGET

2014 2014 2014 2014 2014
R R R R R
Approved Firal Final Year
Budget Adjustments  Final Budget Virements End Budget Reasons for malerial adjustments
REVENUE BY SOURCE
Service charges Increased due to permanent residents 21 resorts
510480 140 700 851 180 9890 661070 being charged for services
Rental of facillies and aquipment Reduced due to weaker economic cltmate end
11 2B5 380 {641 380) 10 544 006 20 Gng 10 664 000 less usage of the resorts
|nteresl eamed - extemal invesiments Increased due 1o improved cash Bow pasition of
500 oOC 80O 000 1300000 - 1300000  the municipality
Interest earnad - autstanding debtors 4100 - 4 10 - 4100
Dividends received - - - - -
Licentes and permils Detrease tue to revenue being less than
&0 000 {15 000) 45000 - 45600 anticlpated
Agency services Increased due 1o additional funding received for
3858770 $30 320 4 48% 090 - 4489 080 roads funclion
Geovernment Grants and Subsidies - Operating Increased due 1o additional funding received for
81288 580 14 B57 500 106 146 080 914 976 107 061 056 roads functicn
Other revenue Decrease due ta revenue being less than
557 750 {110 16C) 447 580 - 447 80 anticlpated
Gains on disposal of PPE - - " - -
Total Operating Revenue 108 165 D80 15 561 880 323 727 D40 944 866 124 671 908
EXPENDITURE BY TYPE
Employee related costs
54 056 540 1789420 56 755 950 13 310 350 FOOB6 310 Increased due to vacant positions being filled
Remuneration of councillors Increased due to approval of increase for
4733740 122 740 4 BG2 480 - 4 862 480  Counciliars
Debl impaimment Reduced due to improved credit coatrol measures
300 000 {300 000) - - - implemented
Depreciation & asset impaiment Decreased due to financial fease assets belng
2 558390 {491 280) 2 067 110 - 2067 110 musc chezper than anticipated
Finance charges
1274 460 (428 530) B45 B70 - 845 BT0 Decreased due 1o decrease in long termn Hahilitiss
Conlracted services Aeduced due o Karwyderskraal landfili site sill
400 000 {260 DOOY 140 00 - 140 000 belng closed
Giher expanditure increased due to additional grants received for
47 BO5 040 14 6§93 730 62 498 830 -12 365 484 50133346 the reads function
Total Cperating Expenditure 112034 170 15 136 980 127 170 250 9431 866 128115116
Operating Surplus#{Deficit) for the year {3 668 110) 425 800 {3 442 210} - {3443 210)
Net Surplusi{Doficit) for the year {3 668 110) 425 900 (3 442 1) - {3443 210}

=
=

10



CASH FLOW FROM OPERATING ACTIVITIES
Receipts

Ralepayers and ather

Govemnment - operaling

Inlerest
Payments

Suppliers and Employees

Finance charges

Transfers and Grants

NET CASH FROMIUSED) OPERATING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES

Receipts
Proceeds on disposal of Assels

Proceeds en Disposal of Hon-Gurrent Investmants
Payments

Purchase of Intangible Assels
Capltal assets

NET CASH FROMIUSED) INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES
Recelpts

Bomowing

Increase/{decrease) in consumer deposits

Faymenis
Repayment of borrewing

NET CASH FROMAUSED) FINANCING ACTIVITIES

NET INCREASE IN CASH AND CASH EQUIVALENTS

NET INCREASENDECREASE} IN CASH HELD

Cash and Cash Equivalents at the beginning of the year

Cush and Cash Equivalents al the end of the year

OVERBERG DISTRICT MUNICIPALITY
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2014

COMPARISON OF ACTUAL FIGURES TO FINAL BUDGET

2014 2014 2014
R R R
Aclual Final Budget Variance
16 179 856 16 280 B&O (101 264)
89 574 486 97 D4B 656 2 525 B0
1294 979 1300 000 {5021}
{113 578 988) (121321 360} 7 742 472
(233 285) {232 850) {345)
3 236 857 -6 624 854 10 161 551
2131736 1288 B46 847 890
(2 118 367) {2 710 280} 580 993
12 368 (1421 514} 1 433 BE3
BT - (5 770}
{1021 134) (B71 430) (149 704)
(1 028 904) (871 430) {155 474)
2222322 (@ 217 638) 11 435 960
2222322 {9 217 638) 11 438 960
12 487 228 12487228 -
14 708 550 3 268 5680 11 435 860

Explanations for material varlances

Nat malerial
Additienal allocations received for the reads function
Mot material

Reduced due to cut down on expendilure lavels
Not material

Aclual praceads more than origlnally snlicipated

Less capital expenditure incurred than budneted for

Numbeér of cansumers faduced due to partial closure of
the Dennehof Resort

Increasa due to raising of long-term lizbility for financial
leases

Increase due to roads funding received not spenl at year
end

11



CASH FLOW FROM OPERATING ACTIVITIES
Receipts

Ratepayers ant olher

Gavernment - operating

Interest

Dividends
Payments

Suppliers and Employees

Finance charges
NET CASH FROMAUSED) OPERATING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts

Proceeds un disposal of Assels
Payments

Capital assals
NET CASH FROM/USED) INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts

Barrawing

Increases/{decrease} in consumner deposils

Payments
Reapayment of borrawing

NET CASH FROMNUSED) FINANCING ACTIVITIES
NET INCREASE [N CASH AND CASH EQUIVALENTS
NET INCREASE/DECREASE) IN CASH HELD
Cash and Gash Equivalents at the beginning of he yaar

Cash and Cash Equivalenis at the end af the year

OVERBERG DISTRICT MUNICIPALITY
STATEMENT OF COMPARISON DF BUDGET AND ACTUAL AMOUNTS
CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2014

ADJUSTMENTS TO APPROVED BUDGET

2014 214 2014
R R R
Appraved Budpe! Adjustments Final Budget
17 272 380 (997 420} 56 286 960
90 236 580 B 610 076 &7 046 656
504 100 785800 130040060
{104 313 802) (17 007 558) (121321 360)
{1 263 100) 4030 150 {232 050
2438158 -3 362 852 5 824 694
1779026 (490 1EQ) 1288 B4
{17 692 00O} 14 981 B4C (2 710 360)
(15 912 874} 14 481 460 {1421 594}
15 300 000 {15 300 079} -
(1 784 428) 922 988 {871 430)
13 505 572 {14 377 002) {871 430)
30 756 (2 248 394) 19 217 638}
30 755 {9 248 384) {9 217 630}
1553713 10 833 515 12 4B7 228
1 584 469 1 685 122 3269560

Reasons for matetial adjustments

No tevenue callecied al Karwyderskraal [andfil site
Increased allocation for peforming the roads funclion
Increased due to improved cash flow pasilion of the
municipality

Addilional alincatian received for the raads function alsa
increases expenditure

Adjusted due ta liability not raiged for Karwyderskraal
Reginal Landfi Site

Dacrease due o proparties not being sold
Reduced due 1o inability 1o raise extermnal funding for

Karwyderskraal and firancial lease assels paing much
cheaper ihan anficipaled

External funding for Karwyderskraal Regional Landfil
Site could not be raised

External funding for Kanwyterskraal Regional Landfil
Site coutd not be raisad

Provided for improved financial posiion of municipality

Provided for impraved financial position of municipality

12



OVERBERG DISTRICT MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

1, ACCOUNTING PRINCIPLES AND POLICIES APPLIED IN THE FINANCIAL STATEMENTS

1.1.

1.2.

1.3.

BASIS OF PREPARATION

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

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

Accounting policies for material transactions, events or conditions not covered by the GRAP
reporting framework , have been developed in accordance with paragraphs 8,10 and 11 of
GRAP 3 (Revised — February 2010) and the hierarchy approved in Directive § issued by the
Accounting Standards Board

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

Standard Description Effective
Date
GRAP § (Revised — Feb 2013) | Borrowing Costs 1 April 2014

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

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

The accounting policies applied are consistent with those used to present the previous year’s
financial statements, unless explicitly stated otherwise. The details of any changes in
accounting policies are explained in the relevant notes to the Financial Statements.

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

PRESENTATION CURRENCY

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

GOING CONCERN ASSUMPTION

These annual financial statements have been prepared on a going concern basis.
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1.4,

OVERBERG DISTRICT MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

COMPARATIVE INFORMATION

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

1.5. AMENDED DISCLOSURE POLICY

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

1.6. MATERIALITY

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

1.7. PRESENTATION OF BUDGET INFORMATION

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

Budget information is presented on the accrual basis and is based on the same period as the
actual amounts, i.e. 1 July 2013 to 30 June 2014. The budget information is therefore on a
comparable basis to the actuai amounts.

The comparable infarmation includes the following:

« the approved and final budget amounts;
« actual amounts and final budget amounts;

Explanations for differences between the approved and final budget are included in the
Notes fo the Financial Statements.

Explanations for material differences between the final budget amounts and actual amounts
are included in the Notes to the Financial Statements.

The disclosure of comparative information in respect of the previous period is not required in
terms of GRAP 24.
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OVERBERG DISTRICT MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

1.8. STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE

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

Standard Description Effective Date
GRAP 6 Consolidated and Separate Financial Unknown
(Revised — Nov 2010) Statements

The objective of this Standard is to prescribe the

circumstances in which consolidated and separate

financial statements are to be prepared and the

information to be included in those financial

statements so that the consolidated financial

statements  reflect the financial performance,

financial position and cash flows of an economic

entity as a single entity.

No significant impact is expected as the Municipality

does not have any enfities at this stage to be

consolidated.
GRAP 8 interest in Joint Ventures Unknown
(Revised ~ Nov 2010) | The objective of this Standard is to prescribe the

accounting treatment of jointly controlled operations,

jointly controlled assets and jointly controlled entities

and to provide alternatives for the recognition of

interests in jointly controlled entities.

No significant impact is expected as the Municipality

fs not involved in any joint ventures.
GRAP 18 Segment Reporting 1 April 2015
{Original — Feb 2011) The objective of this Standard is to establish

principles for reporting financial information by

segments,

No significant impact is expected as information to a

iarge extent is already included in the appendices to

the financial statements which do not form part of

the audited financial statements.
GRAP 20 Related Party Disclasure Unknown

{Original ~ June 2011)

The objective of this Standard is to ensure that a
Municipality's financial statements contains the
disclosures necessary to draw attention to the
possibility that its financial position and surplus or
deficit may have been affected by the existence of
related parties and by transactions and outstanding
balances with such parties.

The Municipality resolved to adopt the disclosure
requirements as per GRAP 20. The information is
therefore included in the financial statements.
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OVERBERG DISTRICT MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

GRAP 32
{Original — Aug 2013}

Service Concession Arrangements: Grantor

The objective of this Standard is to prescribe the
accounting for service concession arrangements by
the granter and a public sector entity.

No such transactions or events are expected in the
foreseeable future.

Unknown

GRAP 100
{Revised — Feb 2013)

Discontinued operation

(formerly known as Non-current assets held for sale
and Discontinued Operations)

The amendment resulted in that non-current assets
held for sale no longer need to be reclassified. Only
disclosure will be made in the financial statements
relating to the decision to dispose of non-current
assets.

1 April 20114

GRAP 105
{Original — Nov 2010}

Transfer of Functions Between Entities Under
Common Control

The objective of this Standard is to establish
accounting principles for the acquirer and transferor
in a transfer of functions between entities under
common control.

No significant impact is expected as the Municipality
does not participate in such business transactions.

1 April 2015

GRAP 106
(Original - Nov 2010)

Transfer of Functions Between Entities Not
Under Common Control

The objective of this Standard is to establish
accounting principles for the acquirer in a transfer of
functions between entities not under common
contral.

No significant impact is expected as the Municipality
does not participate in such business transactions.

1 April 2015

GRAP 107
{Original — Nov 2010}

Mergers

The objective of this Standard is to establish
accounting principles for the combined entity and
combining entities in a merger.

No significant impact is expected as the Municipality
does not participate in such business transactions.

1 April 2015

GRAP 108
(Original — Sept 2013)

Statutory Receivables

The objective of this Standard is to prescribe
accounting requirements for the recognition,
measurement, presentation and disclosure of
statutory receivables.

Unknown
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OVERBERG BISTRICT MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

No significant impact is expected as the
Municipality's current treatment is already in line
with the Standards treatment.

IGRAP 11 Consolidation - Special Purpose Entities (SPE) Unknown

The objective of this Interpretation of the Standard is
to prescribe under what circumstances an entity
should consolidate a SPE.

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

IGRAP 12 Jointly Controlled Entities non-monetary | Unknown
contributions

The objective of this Interpretation of the Standard is
to prescribe the treatment of profitloss when an
asset is sold or contributed by the venture to a
Jointly Controlled Entity (JCE).

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

These standards, amendments and interpretations will not have a significant impact on the
Municipality once implemented.

1.9. RESERVES

1.9.1 Aceumulated Surplus/Deficit

The accumulated surplus/deficit represents the net difference between the total assets and
the total liabilities of the Municipality. Any surpluses and deficits realised during a specific
financial year are credited/debited against accumulated surplus/deficit. Prior year
adjustments, relating to income and expenditure, are debited/credit against accumulated
surplus when retrospective adjustments are made.

1.10. LEASES
1.10.1 Municipality as Lessee

Leases are classified as finance leases where substantially all the risks and rewards
associated with ownership of an asset are transferred to the Municipality. Property, plant
and equipment or intangible assets (excluding licensing agreements for such items as
motion picture films, video recordings, plays, manuscripts, patents and copyrights)
subject to finance lease agreements are initially recognised at the lower of the asset's fair
value and the present value of the minimum lease payments. The corresponding
liabilities are initially recognised at the inception of the lease and are measured as the
sum of the minimum |ease payments due in terms of the lease agreement, discounted for
the effect of interest. In discounting the lease payments, the Municipality uses the
interest rate that exactly discounts the lease payments and unguaranteed residual value
to the fair value of the asset plus any direct costs incurred,

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.,

17



OVERBERG DISTRICT MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

1.10.2

1.11.

1.12.

Lease finance costs are expensed when incurred. The accounting policies relating to de-
recognition of financial instruments are applied to lease payables.

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

Municipality as Lessor

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

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

UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS

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

Unspent conditional grants are financial liabilities that are separately reflected on the
Statemnent of Financial Position. They represent unspent government grants, subsidies
and contributions from government organs.

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

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

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

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

e |nterest earned on the investment is treated in accardance with grant conditions. If it
is payable to the funder it is recorded as part of the creditor. If it is the Municipality's
interest it is recognised as interest earned in the Statemenit of Financial Performance.

UNPAID CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS

Unpaid conditional grants are assets in terms of the Framework that are separately
reflected on the Statement of Financial Position. The asset is recognised when the
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1.13.

1.14.

OVERBERG DISTRICT MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

Municipality has an enforceable right to receive the grant or if it is virtually certain that it
will be received based on that grant conditions have been met.

UNSPENT PUBLIC CONTRIBUTIONS

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

Unspent public contributions are financial liabilities that are separately reflected on the
Statement of Financial Position. They represent unspent contributions from the public,

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

e Unspent public contributions are recognised as a liability when the grant is received,

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

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

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

PROVISIONS

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

The Municipality does not recognise a contingent hability or contingent asset. A
contingent liability is disclosed unless the possibility of an outflow of resources
embodying economic benefits is remote. A contingent asset is disclosed where an inflow
of econemic benefits is possible.

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

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

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

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

1.15.

1.15.1

s the business or pari of a business concerned,

« the principal locations affected;

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

» the expenditures that will be undertaken; and

» when the plan will be implemented.

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

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

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

EMPLOYEE BENEFITS

Defined contribution plans are post-employment benefit plans under which the
Municipality pays fixed contributions into a separate entity (a fund) and will have no legal
or constructive obiigation to pay further contributions if the fund does not hold sufficient
assets fo pay all employee benefits relating to employee service in the current and prior
periods.

Defined benefit plans are post-employment benefit plans other than defined confribution
plans.

Post-Retirement Medical Obligations

The Municipality provides post-retirement medical benefits by subsidizing the medical aid
contributions of certain retired staff according to the rules of the medical aid funds.
Council pays 60% as contribution and the remaining 40% is paid by the members. The
entitlernent 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 actuarially determined in accordance with GRAP 25 -
"Employee benefits” (using a discount rate applicable to high quality government bonds).
The plan is unfunded.

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

Actuarial gains and losses arising from the experience adjustments and changes in
actuarial assumptions, is recognised in the Statement of Financial Performance in the
period that it occurs, These obligations are valued annually by independent qualified
actuaries.
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OVERBERG DISTRICT MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 38 JUNE 2014

1.15.2 Long Service Awards

1.15.3

1.15.4

1.15.5

1.15.6

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

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

Ex gratia Gratuities

Ex gratia gratuities are provided to employees that were not previocusly members of a
pension fund.

Provision for Staff Leave

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

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

Accumulated leave is vesting.
Staff Bonuses Accrued

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

Pension and retirement fund obligations

The Municipality provides retirement benefits for its employees and councillors. Defined
contribution plans are post-employment benefit plans under which an entity pays fixed
contributions into a separate entity (a fund) and will have no legal or constructive
obligation to pay further contributions if the fund does not hold sufficient assets to pay all
employee benefits relating to employee service in the current and prior periods. The
contributions to fund obligations for the payment of retirement benefits are recognised in
the Statement of Financial Performance in the year they become payable. The defined
benefit funds, which are administered on a provincial basis, are actuarially valued ftri-
annually on the projected unit credit method basis. Deficits identified are recovered
through fump sum payments or increased future contributions on a proportional basis to
all participating municipalities. The contributions and lump sum payments are recognised
in the Statement of Financial Performance in the year they become payable. Sufficient
information is not available to use defined benefit accounting for a multi-employer plan.
As a result, defined benefit plans have been accounted for as if they were defined
cantribution plans.
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1.15.7 Other Short-term Employee Benefits

1.17.

1.17.1

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

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

» as an expense, unless another Standard requires or permits the inclusion of the
benefits in the cost of an asset.

BORROWING COSTS

The Municipality recognises all borrowing costs as an expense in the period in which they
are incurred.

PROPERTY, PLANT AND EQUIPMENT
Initial Recognition

Property, plant and equipment are tangible non-current assets {inciuding infrastructure
assets) that are held for use in the production or supply of goods or services, rental o
others, or for administrative purposes, and are expected to be used during more than one
year. The cost of an item of property, plant and equipment is recognised as an asset if,
and only if it is probable that future economic benefits or service potential associated with
the item will flow to the municipality, and the cost or fair value of the item can be
measured reliably. Items of property, plant and equipment are initially recognised as
assets on acquisition date and are initially recorded at cost. The cost of an item of
property, plant and equipment is the purchase price and other costs attributable to bring
the asset to the location and condition necessary for it to be capable of 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 compoenents of an item of property, plant and equipment have different
useful lives, they are accounted for as separate items (major components) of property,
plant and equipment.

Where an asset is acquired by the Municipality for no or nominal consideration (i.e. a
non-exchange transaction}, the cost is deemed to be equal to the fair value of that asset
on the date acquired.

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

Maijor 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 parts and servicing equipment can be used only in connection with an item of
property, plant and equipment, they are accounted for as property, plant and egquipment.
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1.17.2 Subsequent Measurement — Cost Model

1.17.3

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

Where the Municipality replaces parts of an asset, it derecognises the part of the asset
being replaced and capitalises the new component. Subsequent expenditure incurred on
an asset is capitalised when it increases the capacity or future economic benefits
associated with the asset.

Depreciation and Impairment
Depreciation is calculated on the depreciable amount, using the straight-fine method over
the estimated useful lives of the assets. Depreciation of an asset begins when it is
available for use, i.e. when it is in the location and condition necessary for it to be
capable of operating in the manner intended by management. Components of assets that
are significant in refation to the whole asset and that have different useful lives are
depreciated separately. The estimated useful lives, residual values and depreciation
method are reviewed at each year end, with the effect of any changes in estimate
accounted for on a prospective basis. The annual depreciation rates are based on the
foliowing estimated useful lives:
Years Years
Infrastructure Other
Roads and Paving 30 Computer equipment 5-15
Electricity 20-30 Other vehicles 20
Water 20-30 Office equipment 6-25
Sewerage 30 Furniture and fittings 7-30
Housing 100 Watercraft 25
Bins and containers 25-50
Community Specialised plant and
Buildings 50-100 Equipment 5-35
Recreational Facilities 30-100 Other plant and
Security 5-20 Equipment 5-35
Halls 100 Landfill sites 15-120
Libraries 100 Emergency equipment 5-35
Parks and gardens 30-100
Other assets 5-35
Finance lease assets Land and Buildings
Office equipment 3 Buildings 50-100
Other assets 3

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

An impairment is reversed only to the extent that the asset’'s carrying amount does not
exceed the carrying amount that would have been determined had no impairment been
recognised. A reversal of an impairment is recognised in the Statement of Financial
Performance.
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1.17.4

1.18.

1.18.1

1.18.2

De-recognition

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

INTANGIBLE ASSETS

Initial Recognition

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

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

« arises from binding arrangements from contracts, regardiess of whether those rights
are transferable or separable from the municipality or from other rights and
obligations.

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

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

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

it is technically feasible to complete the intangible asset;

the Municipality has the resources fo complete the project;

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

« the municipality can measure reliably the expenditure attributable to the intangible
asset during its development.

* 9 * »

Intangible assets are initially recognised at cost.

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

Subsequent Measurement — Cost Model

Intangible assets are subsequently carried at cost less accumulated amortisation and any
accumulated impairments losses. The cost of an intangible asset is amortised over the
useful life where that useful life is finite. Where the useful life is indefinite, the asset is not
amortised but is subject to an annual impairment test.
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1.18.3

1.18.4

1.19.1

Amortisation and Impairment

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

Intangible Assets Years
Computer Software 10
Computer Software Licenses 10

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

De-recognition

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

INVESTMENT PROPERTY
Initial Recognition
Investment property shall be recognised as an asset when, and only when:

s it is probable that the future economic benefits or service potential that are
associated with the investment property will flow to the municipality, and
¢ the cost or fair vaiue of the investment property can be measured reliably,

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

At initial recognition, the Municipality measures 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. The cost of self-constructed investment property is measured af
cost.
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1.19.2

1.18.3

1.19.4

1.19.5

1.20.

1.20.1

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

Subsequent Measurement — Cost Model

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

Depreciation and Impairment — Cost Model

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

Investment Property Years
Buildings 30

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

De-recognition

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

Application of deemed cost - Directive 7

The Municipality opted to take advantage of the transitional provisions as contained in
Directive 7 of the Accounting Standards Board, issued in December 2008. The
Municipality applied deemed cost where the acquisition cost of an asset could not be
determined. The fair value as determined by a valuator was used in order to determine
the deemed cost as on 1 July 2007,

NON-CURRENT ASSETS HELD FOR SALE
Initial Recognition
Non-current assets and disposal groups are classified as held for sale if their carrying

amount will be recovered through a sale transaction rather than through continuing use.
This condition is regarded as met only when the sale is highly prabable and the asset (or
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disposal group) is available for immediate sale in its present condition. Management
must be committed to the sale, which should be expected to qualify for recognition as a
completed sale within one year from the date of classification.

1.20.2 Subsequent Measurement

1.21.

1.21.1

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

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

interest and other expenses attributable to the liabilities of a disposal group classified as
held for sale are recognised in surplus or deficit.

IMPAIRMENT OF NON-FINANCIAL ASSETS
Cash-generating assets

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

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

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

(a) External sources of information

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

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

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

(b) Internal sources of information

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

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

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

The re-designation of assets from a cash-generating asset to a non-cash generating
asset or from a non-cash-generating assel to a cash-generating asset shall only occur

27



OVERBERG DISTRICT MUNICIPALITY

NOTES TC THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

1.21.2

when there is clear evidence that such a re-designation is appropriate. A re-designation,
by itself, does not necessarily trigger an impairment test or a reversal of an impairment
loss. Inslead, the indication for an impairment test or a reversal of an impairment loss
arises from, as a minimum, the indications listed above.

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

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

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

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

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

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

(a) External sources of information

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

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

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

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

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

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

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

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

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

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

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

An impairment loss is recognised immediately in surplus or deficit, unfess the asset is
carried at a revalued amount in accordance with another Standard of GRAP, Any
impairment loss of a revalued asset shall be treated as a revaluation decrease in
accordance with that Standard of GRAP,

The Municipality assesses at each reporting date whether there is any indication that an
impairment loss recognised in prior periods for an asset may no longer exist or may have
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1.22.

1.22.1

1.22.2

decreased. If any such indication exists, the Municipality estimates the recoverable
service amount of that asset.

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

INVENTORIES
Initial Recognition

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

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

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

Subsequent Measurement

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

The carrying amount of inventories is recognised as an expense in the period that the
inventory was sold, distributed, written off or consumed, unless that cost qualifies for
capitalisation to the cost of ancther asset.

The basis of allocating cost to inventory items is the weighted average method.

Water inventory is measured annually at the reporiing date by way of dip readings and
the calculated valume in the distribution network.
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1.23.

1.23.1

1.23.2

1.23.2.1

Cost of land held for sale is assigned by using specific identification of their individual
costs.

FINANCIAL INSTRUMENTS

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

Initial Recognition

Financial instruments are initially recognised when the Municipality becomes a party to
the contractual provisions of the instrument at fair value plus, in the case of a financial
asset or financial liability not at fair value, transaction costs that are directly attributable to
the acquisition or issue of the financial asset or financial liability. If finance charges in
respect of financial assets and financial liabilities are significantly different from similar
charges usually obtained in an open market transaction, adjusted for the specific risks of
the Municipality, such differences are immediately recognised in the period it oceurs, and
the unamortised portion adjusted over the period of the loan transactions.

Subsequent Measurement

Financial assets are categorised according to their nature as either financial assets at fair
vaiue, financial assets at amortised cost or financial assets at cost. Financial liabilities
are categorised as either at fair value or financial liabilities carried at amortised cost. The
subsequent measurement of financial assets and liabiiities depends on this
categorisation. Financial instruments recognised on the Statement of Financial Position
include receivables (both from exchange transactions and non-exchange transactions),
cash and cash equivalents, annuity loans and payables (both form exchange and non-
exchange transactions).

Receivables

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

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

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

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

1.23.2.2 Payables and Annuity Loans

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

1.23.2.3 Cash and Cash Equivalents

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

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

1.23.2.4 Non-Current invesimenis

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

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

On disposal of an investment, the difference between the net disposal proceeds and the
carrying amount is recognised in the Statement of Financial Performance.
The carrying amounts of such investments are reduced to recognise any decline, other
than a temporary decline, in the value of individual investments.

1.23.3 De-recognition of Financial Instruments

1.23.3.7 Financial Assets

A financial asset (or, where applicable a part of a financial asset or part of a group of
similar financial assets) is derecognised when:
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¢ the rights to receive cash flows from the asset have expired; or

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

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

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

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

1.23.3.2 Financial Liabilities

1.23.4

1.24.

1.24.1

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

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

Offsetting of Financial Instruments

Financial assets and financial liabilities are offset and the net amount reported in the
Statement of Financial Fosition if, and enly if, there is a currently enfarceable legal right
to offset the recognised amounts and there is an intention to settle on a net basis, or to
realise the assets and settle the liabilities simultaneously

REVENUE
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.
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1.24.2

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

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

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

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

All unclaimed deposits are initially recognised as a liability until 36 months expires, when
all unclaimed deposits into the Municipality’s bank account will be treated as revenue.
This policy is in line with prescribed debt principle as enforced by law.

Revenue from the recovery of unauthorised, 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.

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

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

Revenue from Exchange Transactions

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

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

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

« The Municipality retains neither continuing managerial invalvement to the degree
usually associated with ownership nor effective control over the goods sald.

»  The amount of revenue can be measured reliably.
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¢ It is probable that the economic benefits or service potential associated with the
transaction will flow to the Municipality.

e The costs incurred or to be incurred in respect of the transaction can be measured
refiably.

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

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

Interest revenue is recagnised using the effective interest rate method.

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

Dividends are recognised on the date that the Municipality becomes entitled to receive
- the dividend.

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

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

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

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

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

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

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

RELATED PARTIES

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

A related party is a person or an ertity:

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

The following are regarded as related parties of the Municipality:

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

» has control or joint contral over the Municipality.

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

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

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

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

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

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

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

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

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

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

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

(a) are married or live together in a relationship similar to a marriage; or
(b) are separated by no more than two degrees of natural or legal consangulinity or
affinity.

Management (formerly known as ‘Key Management’) includes all persons having the
authority and responsibifity for planning, directing and controlling the activities of the
Municipality, including:

(a} all members of the governing body of the Municipaiity;

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

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

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

Management personnel include:

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

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

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

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

UNAUTHORISED EXPENDITURE

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is
not in terms of the conditions of an allocation received from ancther sphere of
government, municipality or organ of state and expenditure in a form of a grant that is not
permitted in terms of the Municipal Finance Management Act (Act No. 56 of 2003).
Unauthorised expenditure is accounted for as an expense (measured at actual cost
incurred) in the Statement of Financial Performance and where recovered, it is
subsequently accounted for as revenue in the Statement of Financial Performance.
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1.27.

1.28.

1.29.

1.30.

1.30.1

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, and (Act. No. 20 of 1998} or is in contravention of the
Municipality's Supply Chain Management Policy. Irregular expenditure excludes
unauthorised expenditure. Irregular expenditure is accounted for as expenditure
(measured at actual cost incurred) in the Statement of Financial Performance and where
recovered, it is subsequently accounted for as revenue in the Statement of Financial
Performance.

FRUITLESS AND WASTEFUL EXPENDITURE

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

CONTINGENT LIABILITIES AND CONTINGENT ASSETS

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

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

Management judgement is required when recognising and measuring contingent
liabilities.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

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

Post-retirement medical obligations and Long service awards.

The cost of post-retirement medical obligations and long service awards are determined
using actuarial valuations. The actuarial valuation involves making assumptions about
discount rates, expected rates of return on assets, future salary increases, mortality rates
and future pension increases. Major assumptions used are disclosed in note 4 of the
annual financial statements. Due to the long-term nature of these plans, such estimates
are subject to significant uncertainty.
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1.30.2 Impairment of Receivables

1.30.3

1.30.4

The calculation in respect of the impairment of debtors is based on an assessment of the
extent to which debtors have defaulied on payments already due, and an assessment of
their ability to make payments based en their creditworthiness. This was performed per
service-identifiable categories across all classes of debtors.

Property, Plant and Equipment

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

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

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

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

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

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

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

«  cost of items with a similar nature currently in the Municipality’s asset register;

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

e cost as supplied by suppliers.

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

Intangible Assets

The useful lives of intangible assets are based on management's estimation.
Management considers the impact of technology, availability of capital funding, service
requirements and required return on assets to determine the optimum useful life
expectation, where appropriate.
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1.30.5

1.30.6

1.30.7

1.30.8

Reference was made to infangibles used within the Municipality and other municipalities
to determine the useful life of the assets.

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

Investment Property

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

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

+  The Municipality referred to buildings in other municipal areas to delermine the
useful life of buildings.

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

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

Provisions and Contingent Liabilities

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

Revenue Recognition

Accounting Policy 1.23.1 on Revenue from Non-Exchange Transactions and Accounting
Policy 1.23.2 on Revenue from Exchange Transactions describes the conditions under
which revenue will be recognised by management of the Municipality.

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

Provision for Landfill Sites

The provision for rehabilitation of the landfill site is recognised as and when the
environmental Tiability arises. The provision is calculated by a qualified environmental
engineer. The provision represents the net present value at the reporting date of the
expected future cash flows to rehabilitate the landfill site. To the extent that the
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1.30.9

obligations relate to an asset, it is capitalised as part of the cost of those assets. Any
subsequent changes to an obligation that did not relate to the initial related asset are
recognised in the Statement of Financial Performance.

Management referred to the following when making assumptions regarding provisions:

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

® Interest rates (investment rate} linked to prime was used {0 calculate the effect of
time value of money.

Provision for Staff leave

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

1.30.10 Componentisation of Infrastructure assefs

1.31.

1.32.

1.33.

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

TAXES - VALUE ADDED TAX

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

authority is included as part of receivables or payables in the Statement of Financial
Position.

CAPITAL COMMITMENTS

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

EVENTS AFTER REPORTING DATE

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

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

* those that are indicative of conditions that arose after the reporting date {non-
adjusting events after the repariing date),

If non-adjusting events after the reporting date are material, the Municipality discloses the
nature and an estimate of the financia! effect.

41



OVERBERG DISTRICT MUNICIPALITY

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

LONG-TERM LJABILITIES

Annuity Loans - Al amorlised cost
Capitalised Lease Liability - A amontised cos!

Gurrenl Portion transferred to Gurrent Lisbilities

Annuity Loans - Al amorlised cost
Capltalised Lease Liability - At amerlised cost

Total Long-term Liabilities - At amortised cost using the effective interast rate method

Refer helow for maturily dales of long term Fabililles:

The obligalions under anruity loans are schaduled below:

Amourils payable under annuily loans:

Payable wilhin one year
Payable within two 1o fivé years
Payahle afler five years

Less:  Fulure finance cbligalions

Present value of annulty obligations

Annuity loans al amorlised cost is calculated at 13.22% inlerest rate, with a maturity date of 30 June 2015, The

loan is unsecured .

The cbligations undar finance leases are scheduled below:

Amounts payable under finance leases:

Payable within one year
Payable within two to five years

Less:  Fulure finance obligations

Present value of lease obligations
Leases are secured hy property, plant end equipmert - Mote 10

The capitatised lease lizhility consists of the following coniracts;

Description of leased Effeclive [nterest
Supplles itern rale
Assalech Coplers B.5% to10.16%
Amasondo Vehicles B.5% 1010.16%

Refer to Appendix A for descriptions, maturity dates and effective interest rales of structured loans and finance.

Annusl

Escalation

&%

0%

2014 2012
R R
1235231 1958 300
1026 524 B0S 345
2 261 758 2757 645
782 765 891 489
455 287 723089
327 478 168 419
1 478 890 1876 157
Minlmum

annuity payments

553 655 as80 438
867 480 1204 273
108 436 325 308
1529 581 2420 019
294 350 461 718
1235231 1 858 300
Minimum
lease payments
375 231 250 D22
716 499 663 875
1081 730 863 880
€5 206 54 553
1026 524 BOS 345
Lease Term Maturily Date
01 Sep 2043 -
3 Years 31 Aup 2016
03 Apr 2013 ~
3 Years 03 Apr 2016
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EMPLOYEE BENEFITS

Paost Retirement Benefits - Refer to Notg 3.1
Long Service Awards - Refer to Note 3.2

Total Non-current Employee Bencfit Liabilities

Past Retirement Banefits

Balance 1 July

Current service tost

interest Cost

Expenditure for the year

Acluarial Loss / ( Gain)

Total post relirement benefits 30 June
Less:  Transfer of Current Parlion - Note &

Balance 30 dune

Long Service Awards

Balance 1 July

Current service cost
Interesi Cosl

Expenditure for the year
Actuarial Loss 7 { Gair )
Total long service 30 June

Less:  Transfer of Cumrent Parlion - Note &

Balance 30 June

TOTAL NON-CURRENT EMPLOYEE BENEFITS
L=l FUN-LUDRENT EMPLOYEE BENEFITS

Balance 1 July

Contribution for the year

Interest cost

Expenditure for the year

Acluzrial Loss / { Gain )

Total employee benefits 30 June

Less;  Transfer of Current Porlien - Note 6

Balance 30 June

Post Retitement Benefits

The Post Relirement Benefil Plan is a definad benefil plan, of which the mambers are made up &8s follows:

In-service (employee} members
Conlinuation members (g.g. Retirees, widows, orphans)

Total Members

The kability in respect of past gervice has been estimaled 1o be as follows:

In-service members
Conlinuation members

Total Liablility

2014 2013
R R
50742 788 47 522 303
2511 568 3713009
54 654 766 51235 312
50 173 78 48 166 771
1114 158 1 4B4 626
4012 319 3 490 683
(2 223 733 {2 352 755)
476 288 (615 546}
53 453 022 0 173 879
{2740 224) (2 851 676)
50 742 798 47 522 303
4116 067 3886 081
418 217 423 602
283 760 238 063
(431 550) (305 415)
(16 421) {126 3043
4376 073 4 116 067
(458 105) {403 D58)
3911 968 3713 009
54 200 045 52 D52 862
1 532 386 1608 228
47296 679 1728976
{2 755 283) {2 658 170)
450 857 {744 B51)
57 823 095 54 280 046
(3 166 329) {3 054 734)
54 654 786 81235 312
15 107
a4 ]
189 186
2014 2013
R R
16 182 623 14 448 503
35 270 389 35 725 476
53 453 022 50173 979
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The Tabllity in respecl of periods commencing prior 1o the comparalive year has been

estimated as follows:

in-service members
Continuation members

Total Liability

Experience adjustmenls were calculaled s fallows:

1.iahilities: {Gain} / 1055
Assels; Gain / (foss)

The municipality makes manihly contributions for heallh care arrangements 1a the following medicat aid

schemes:

Banitas;

LA Heallh;
Samwumed; and
Keyheallh.

Key actuarial assumptions used:
i} Rate of interest
Discount rate

waalth Gare Cost Inflation Rate
Net Effective Discoun Rate

The discount rate used Is @ composite of all government bonds and is caltulated using a lechnl

as "boolstrapping”.

i) Martality rales

The PA 90 ultimate table, rated down by 1 year of age was used by the acluaries.

1il} Normal retirement age

It has been assumed that in-service members will retire at age €0, which then Implicilly allaws for expected

rales of early and il-health retirernent,

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

Present value of fund obligations

Net liabllityl{asset)

The fund is wholly unfunded.

Recenclliation of presont value of fund obligation:

Present value of fund obligation al the beginning of the year

Tolal expenses

Current service cosl
Interest Cost
Benefils Paid

Actuarial losses
Present vatue of fund obligation at the end of the year
Less:  Transfer of Current Portion - Nate &

Balance 30 June

2012 2011 2010
R R R
13 165 926 10 271 48 8471485
35 000 645 32198 354 25920 761
49 166 771 42 471 302 34 892 256
2014 2013 2012
R R R
345 000 491 000 {7 000}
2014 2013
B72% B.21%
7.99% 7.42%
0.67% 0.74%
que known
2014 2013
R R
50 742 798 47 522 303
§D 742 798 47 522 303
50173 579 4B 166 711
2 B02 755 2622754
1114 169 1484 626
4012318 3 490 BB3
{2323 733) {2 352 755}
476 288 {615 546)
53 453 022 50 173 878
(2 710 224) (2 651 676G}
50 742 798 47 522 302
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Sensitivity Analysis on the Accrued Liability

In-service
membaors
liability

Assumplion Change (Rm}
Cenlral Assumptions 18,183
The etfect of movements in the assumplions are as foliows:
Heallh care inflation 1% 22,151
Health care Infiation -1% 15,047
Discount rate 1% 15.090
Discount rate -1% 22.164
Past-retirement mertality -1 year 1B.829
Average retiremenl age -1 year 18,699
Conlinuatien of membership af retirement ~10% 16,492

Current-service

Cost
Assumption Change (R}
Genlral Assumplions 1.114
The eflect of movements in the assumplions are as fallows:
Health care inflation 1% 1.376
Health care inflation -1% 0.510
Post-retirement moniality -1 year 1.162
Average refirement age -1 year 1.226
Wilhdrawal rele -50% 1.256

Long Service Bonuses

The Long Service Bonus plans are defined benefit plans.

As al year end, the following number of employees were eligitle for Long Service Honuses,

Key actuarial assumptions used:
i} Rate of interest
Discount rate

General Salary Inflation {long-term)
Nat Effeclive Discount Rate applied lo salary-refated Long Service Bonuses

Gontinuation

The discount rate used is a composite of all government bands and is calculatad using a lechnique known

as "boolstrapping”

The amounts recognised in the Statement of Financlal Pesltion are as follaws:

Present value of fund obligations
Net liability

The ligbility in respect of periods commencing prior lo the comparalive year has been
eslimated as follows:

Total Liability

Experience adjustments were calculated as fallows:
2014
R
Liahiltles: (Gain} / loss 60 179
Assels: Gain ! {loss) -

The municipality perfformed their first acluarial valuation on 3% June 2010, Thus there are
na experiance adjustment figures available on or before 30 June 2018 to fully comaly with
GRAP 25

members
Hability Total liability
{Rm} {Rm) % change
35.270 53.453
38,781 60.832 14%
32,218 47,265 -12%
32.261 47.351 -1%
38,783 60,857 14%
36,808 55,638 4%
35.270 54.889 3%
35.270 51.762 -3%
Interest Cost Total
{Rm) {Rm) % thange
4.012 5.127
4.585 5.961 16%
3.538 4,448 -13%
4.178 5.328 4%
4,111 5.337 4%
4.120 £.376 5%
278 283
2014 2013
7.90% 7.24%
7.09% 6.78%
0.76% 0.44%
2014 2013
R R
3 811 968 3713008
3 811 868 3793009
2012 2011 2010
R R R
3 885 001 3417 827 2 455 178
2013 2012 2011
R R R
8744 254 596

{46 194}
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Recencilistion of present value of fund ahligation:

Present value of fund obligalion at the beginning of ihe year
Tolal expenses

Cumrent service cosl
Interest Cost
Benelils Paid

Acluarial losses
Present value of fund cbligation at the end of the year
Less:  Transfer of Gument Forion - Note 6

Balance 30 June

Sensitivity Analysis on the Unfunded Accrued Liability

Assumption Change
Ceniral assumplions

The effect of mevements in the assumplions are 28 {ollows:

Generat safary infation 1%
General salary inflation -1%
Discount rate 1%
Discount rale -1%
Average retirement age -2yrs
Average relirement age 2 yrs
Viithdrawal rales -60%

Current-service

Cost interest Cost

Assumption Change {Rm) {Rm)
Lenlral Assumplion 0418 0.284
The efiect of movemenis in the assumplions are as foflows:
General Salary Inflation 1% 0.443 0,204
Genaral Salary inflation -1% 0.397 0.266
Average ratirement age -2 year 0.374 0,236
Average relirement age +2 year 0.459 0328
Wilhdrawal Rates -50% 0.5086 0.328

Retirement funds

The Municipalily requested detailed employse and pensioner infermalion as well as information ea the
Municipalily's share of the Pension and Retiremenl Funds' assets fram the fund administrator. The fund
adminisiralor confirmed that assels of the Pansion end Relirement Funds are not split per parlicipaling
emplayer. Therefore, the tdunicipalty is unable to determine the value of the plan essels as defined in the
principies of GRAP 25.

As part of the Municipality's process to value the defined benefil liabilities, the Muricipality requested pensioner
data from the fund administrater, The fund adminisiretor ciaims thal the pensicner data is confidential is not
willing to share the infarmation wilh the Municipality, Wilhoul delaled pensianer data the Municlpaiity was
unable 1o calculale o reliable estimate of the accrued liability in respect of pensianers who qualify for a defined
benafit pension.

Tnerefore, alihough both the Cape Joint Pension Funid and Gape Joinl Refirement Fund are defined as defined
henefit plans, it will be accountad for &5 defined candribution pians.

CAPE JOINT FENSION FUND

The conlribution rate payable is 9% by members and 23.06% by Councii. The iatest available acluarial
valuation performed for he year ended 30 June 2013 revealed that the fund is in8 sound financial postiion with
a funding level of 99.7% (30 June 2012 - §9,4%).

CAPE RETIREMENT FUND

The conlribution rate payable is 9% by members and 18% by Council. The latest available actuariat valuation
perfermed for the year ended 30 June 2013 revealed that the fund is ina sound financial posiiion with a funding
level of 105,1% (30 June 2012 - 10B.0%).

DEFINED CONTRIBUTION FUNDS

N e e —

Council cantribite 1o the Muricipal Council Pension Fund,Cape Jolnt Pension Fund and SAMWU National
Provideni Fund which are defined contribution funds. The retirement benefit fund is subject to the Pension Fund
Act, 1656, wilh pension being calculated on the pensionable remuneration paid. Current contributions by
Gouncil are charged against expendilure on the kasis of current service cosis.

2014 2013
R R
4 116 067 3 886 091
270 427 386 280
418 217 423 602
283 760 236 083
(431 550y (305 415)
(16 421) {126 304)
4370073 4116 067
(458 105) (403 058)
3911 968 3713009
Llability
(Rm} % change
4,370
4,648 6%
4.118 -E%
4105 -6%
4,667 7%
3.606 -17%
5.072 16%
4.99% 14%
Total
{Rm) % change
0.702
0.746 6%
0.663 -6%
0.610 -13%
o.787 12%
0.833 19%
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NON-CURRENT PROVISIONS

Provision fer Rehahilitation of Landfif-siles

Landfjlf Sites

Balance 1 July
Unwinding of discounted interest

Balance 30 June

The municipality has an obligation o rebabllitate the following landfill sites at the end of the expectad useiu? [fe
of the asset. Details of the sites are as foliows:

Estimatad
decommission
Location date

Karwydarskraal 2042

Pravision for Rehebilitetion of Landill-siles

Total Non-current Provisions

CONSUMER DEPOSITS

Eleciricity

Total Consumer Deposits

The: fair value of consumer deposits approximale their carying value. inferest are nol paid on these amounts,

The decline in deposils can be attribuled to the fect that a number of rasidents al Dennehof Resor did not
renew their rental agreements,

CURRENT EMPLOYEE BENEFITS

Current Portion of Past Retirement Benefils - Note 3
Current Poricn of Lang-Service Provisions - Note 3
Stafi Leave

Bonuses

Total Current Employee Benefits

The movement in current employze bensfils are reconciled as follows:

Starff L eave

Balance at beginning of year
Contribution {o current portion
Expendilure incurred

Balance at end of year

Staft leave acerued 1o employees according to coflective agreemenl. Provision is mage for the full cosl of
accrued leave al reporling date, This provision will he realised as employees lake Jeave, There is no possibility
of reimbursement,

Bonuses

Balance at beginring of year
Contribution te current partion
Expenditure incurred

Balance &l end of year
Benuses are being paid ta all municipal stalf, excluding seclion 57 WManagers. The balence ai year end

represent the portion of the bonus that have already vested for the current salary cycle. There is no possibility
of reimbursemant.

2014 2013
R R
7838 715 7290 784
7210784 6 644 290
627 931 566 484
TBIBETIS 7210784
2014 2013
R R

Cost of rehapilitation at the end of

the useful file

7B3B 715 7210 784
7438 715 7210 784
11 820 17 590

11 820 17 890
2710 224 2651 676
458 105 403 058
3430 708 2 987 859
1406 502 1292 745
8 005 540 7 335 489
2987 959 2770 B52
598 013 414 541
{158 264) (197 443)
2430 708 2 587 958
1282 795 1198 833
3 067 088 2 B25 598
{2 953 381) (2732 736)
1405 502 1292 756
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OVERBERG DISTRICT MUNICIPALITY

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

PAYABLES FROM EXCHANGE TRANSACTIONS

Trade Payables

Balance Previcusly Reporied
Carrection of eror - Refer to Note 26.01

Payments received in advance
Relentions and Guarantees
Sundry Deposils

Suspense Accounts

Total Trade Payables

Payables are being recognised nel of any discounts.
Payables are being paid within 38 days as prescrived by ihe MEMA. This credil period granted is considered to

be consistent with the terms used in the public sector, through eslahlished practices end legislation.
Discounting of lrade and other poyables on initial recogritian is not deemet necessary

The carrying value of trade and other payables appraximates ils fair value.

All peyables are unsecured.

The municipality received a financial guarantee of R 4 030 740 (2013 - R nul} from the Department af
Teanspart and Public Works for the rehabililation of land.

Sundry deposits represents hausing rent depasits.

The municipality did not defaufi on any of their payables.

UNSPENT GONDITIONAL GOVERNMENT GRANTS AND RECEIPTS

Unspent Granis

Provincial Govemnment Grants
Total Conditional Grants and Recelpts

Halance Praviousty Reported
Garrection of errar - Refer ta Nole 28.02

See oppendix "D for reconciliation of grants from olher spheres of governmenl. The municipalily recognised
ravenue to the extent of condilicns atlached te all granls complied with, No grants were wilthheld.

TAXES

VAT PAYABLE

VAT Payable
Tolal Val payable

VAT RECEIVABLE

VAT Receivable
Tolal VAT receivable

NET VAT RECEIVABLENPAYABLE)

VAT is receivable/payable on the cash basis.

2014 2013
R R

632 241 £14 B30
608 BA3

5007

442 575 468 021
1039 740 -
0735 41270
124 753 403 036
2 270 044 3 227 217
8773 564 10} 945 303
8773 564 Jr 10 945 302
8773 564 10 845 303
10 951 310
(6.007)

10 945 303

113 405 136 742
113105 136 742
312 356 271 407
312 356 271 407
198 261 134 665
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OVERBERG DISTRICT MUNICIPALITY

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

PROPERTY, PLANT AND EQUIPMENT

a0 JUNE 2014

Recancilfation of Carrying Value

Carrying value at 4 July 2013
Cost

Original Cost

Accumalated Deproriation

Original Cost

Acquisitions

Capltal under Gonstruclion
Committed for fire truck R 656046,
Transfers frem/{{e) investment Properties

Cost

Impairments

Cost
Accumulated Depreciation

Depreciation

Norma! Depreciation

Carrylng value of disposals
Gost

Carrying value at 30 Jung 2014
Coast
Original Cost

Accumulated Impairments

Original Cost
Accumulaled Depraciation

Accumulated Depreclation

Originaf Cost

Land and Leased
Buildings Infrastructure Community Assels Other Assets Total
R R R R R R
10783701 14215237 1 4257Tap 7BA204 13222 295 40 341 158
123126853 24398308 1 5GT 112 B21872 21350 500 60395 733
12312853 24398398 1507 142 821672 21385503 60399735 |
(1519182) (10163162) (181 320) (37668)  (8137277) (a0 058 san)
(1518952} (J0183182) (181 320) (37668)  (5137277)  (200% 560y
- 170 978 14 800 515244 1278634 1 980 657
; ) N ; 653 954 653 654
{111 000 - . y - {111 00D}
{111 000) - - . - {111000) |
. - - - (saga2m) (539 526}
- . } - (1088124) 11 058 124)
; - - ; 528 498 528 498
(77091 (793728} (135271)  (emaan  (earer) (1982 117}
| U7091)  (7s3728)  (135271)  (:aaed)  (ee7 677) {1982 111)
{87 B98) - - . - (67 B98)
]_ {67 808) . - - - {87 898)
10517712 13502487 1205320 1001104 | 13525517 40 245 133
12113955 24560317 1521912 1437147 23293 gor 62 B35 451
| 12113855 2asmearr 1321812 1337117 25293 0ot 52 825 459
- - - - (529626 (533 625
. - - - (1088 124 {1 068 124)
. . - . 528 488 528 498
(1555243) (10676890)  (316592)  (335013) (5 624 msa) {22 050 691
[ (see24320) (i0avesEn)  (min 592)  (3360%3) (8824854 {27 050 691) |

The leased property, plant and equipment are secured as sef out in note 2
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30 June 2013

Lant and

Leased

Reconciliation of Carrying Value Bulidings \nfrastructure Community Assets Other Assets Total
R R R R R R
Carrying value at 30 June 2012 11 188 573 15 026 660 1309032 5024184 14 015872 42 564 332
Cost 42 645 B53 24392732 1473482 1163 568 21 554 648 61230294
Criginal Cost 12 645 B53 24352732 1473492 3883 077 21 030 646 63 425 792.70
Carraction of Error - Refar to Note 28.08 n - - (2 719 508} 524 002 (2 135 £06.05)
Accumulated Depreciation {1 457 260} (& 366 071) (164 460) (139 375) (7 538 776) (18 665 962}
QOriginat Cosl (1 457 280} {9 366 071) {1564 460) (2 6B1 413) (7 306 061) (20 975 285)
Corraction of Error - Refer o Nole 28.09 - - - 2 542038 (232 715) 2308323
Acquisitions - 5667 33620 821 872 523101 1 384 260
Teansfers fromf{to) Non-current Assets Held for Sale - Note (317 B33} - - - (62 128) {379 961)
Cost (333 000) - - - (120727} (453 727)
Accumulaied Dapreciation 15167 - - - 58 599 73768
Depreciation {77 038) {617 080) {46 B&1) (630 423) (776 386) {2 317 608)
Nomma! Depreciation (77 038) {847 080) (16 861} {530 423) {776 396) {2 317 BGBL‘
Carrying value of disposals - - - {431 440} (478 223) (509 E63)
Cost - - - (4 163 569) {597 519) {1 761 08B)
Accumulated Deprecialion - - - 732128 115 286 B51 424
Carrylng value at 30 June 2093 10793701 14 215 237 1325792 764 204 12222 225 40341 158
Cost 12312853 24 398 398 1507112 B21 872 21 359 503 60399 738
Original Cosl r 42 312853 24 396 348 1507 112 B21 872 21 359 503 60 398 ?BBJ
Accumulated Depreciation (1519152) (10183 162) (181 320} (37 668) (B137277) {20 058 550)
Original Cost r {1519 152) {10183 162) {181 320} (37 669) {8137 277) {20058 5EOL|
Reconcifiation of non-current assets transtorrod 1o assets held Land and Community
for sale Buildings Infrastructure assels Lease assets  Other assels Total
R R R R R R
Total value of non-current assels held for sale as at 30 June
2013 - Balance previously reported 4711858 - - - 82128 1773886
Caorrection of error - Refer to Nota 26.10 (25 488) - - - - {25 498)
Total value of non-current assets held for sale as at 30 June
2013 - Restated balance 1 686 360 - - - B2 128 1 748 488
Less: Seold during 2013/14 1636 356 1636 355
Total value of non-current assets held for sale as at 30 June
m4 50 005 - - - 52128 12133
Land and Caommunity
Reconciliation of gains an disposal of PPE Bulidings _ Infrastructure assets Lease assets  Other assets Tota)
Carrying value of assets sold during 2013/14 1724 253 - - - - 17241253
Proceedt on sale of non-current assels held far sale 2138007 - 2138007
Advertising costs and casts of value on properties 6271 - 6271
Gains on disposal of non-current asseis held for sale 407 482 - - - - 407 482
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OVERBERG DISTRICT MUNICIPALITY

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

INVESTMENT PROPERTY

Net Carrying amount at 1 July

Transfers from Property, Plant and equipment - Note 10
Net Carrying amaunt at 30 June

Cost

The properly fransferred from Property, Plant and Equipment relates 1o the Bulleljachts resert. Due to the fact
that the property is tolally covered by sand dunes, the property was classified as fnvestment Eroparty with

unidenfified use.

No rental revenue was derived from any investment properties in the current year.

Na repairs and maintenance cost were incurred on any investment properties in the current year,

INTANGIBLE ASSETS
Compuier Software

Net Carrying emount at 1 July

Cost
Accumnulated Amortisation

Addilions
Amortisation

Net Carrying amount at 30 June

Cos}
Accumulaied Amaortisation

The following material intangible sssets are ncluded in the camying value gbove

Remaining Amariisalion

Description Period
Microsoft Office and Windows software &

No intangible assets were assessed having an indefinite useful Iie.

There are no internally generated intangible assels at reporting date.

There are no inlangible assels whose fille is restricled,

There are no intangible assets pledged as security far lizbilitles

Thare are no conlractual commitments for the acquisition of infangible assets,

CAPITALISED RESTORATION COST

Net Carrying amount at 1 July

Cost
Accumulsted Depreciation
Accumulated Impairmenls

Ceprecialior
Impairment

Net Carrying amount at 20 June

Cosl

Accumulated Depreciation

Accumulaled tmpairments

Capitalised restoration costs relates (o the rehabifilation of landfill sites which forms part of
Land & Buildings as part of Praperty, Piard & Equipment,

INVENTORY

Maintenance Materials - At cost

Printing & Stationary
Fuel & Qi

Spare Parls

Grader Blades
Cleaning Materials
Other

Total Inventory o e

2614 2012
R R
111 000 -
111 000 -

111 000 IL -

342 978 344 300
788 520 727 475
(445 542) {383 175)
- B1 045
{68 0B3) (62 367)
Z74 885 342978
788 520 78B 520
(513 624} (445 542)
Carrying Value
014 2013
R R
274 695 342 978
1644 223 1710 843
2402 151 2402 151
(652 176) (585 479}
{105 752) (85 760)
(56 827) (56 657)
3755 (8 092)
15881 152 1644 223
2402 151 2402 151
{709 003} (652 176)
(10 9986) {105 752y
1038 178 924 616
17 262 28763
B73 320 744 820
28 468 32 247
59 883 65 744
9505 21125
10 328 31915
1036175 924 816
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

REGEIVABLES FROM EXCHANGE TRANSACTIONS

Electricity

Water

Refuse

Housing rental

Sewarage

Crediters paid in advance

Balance Previously Reporied
Correction of error - Refer to Note 28.03

Pravincial health funclion

Balance Previously Reporied
Cormreclion of grror « Refer (o Nole 26.03

Total Receivables from Exchange Transactions
Less: Allowance for Doubtful Debls

Total Net Receivables from Exchange Transactions

Consumer deblors are payable within 20 days, This credit period granted is considered to be consistent with

OVERBERG DISTRICT MUNICIPALITY

the terms used in 1he public sectar, through established praclices and legislation. Discounting of trade and
other receivables on inillal recagnition is not deemed necessary.

Ageing of Receivables from Exchange Transaclions:

{Eleciricity]: Ageing

Current (0 - 30 days)
31 - 60 Days
£i1-90 Days

+ 90 Days

Total

{Water): Ageing

Current (0 - 30 days)
31~ 60 Days

61- 90 Days

+ §0 Days

Total

(Reluse): Ageing

Current (0 - 30 days}
31- 60 Days

61- 80 Days

+90 Days

Total

{Sewerage): Agefng

Current {0 - 30 days)
31 - B0 Days

61 - 90 Days

+ 80 Days

Total

2014 013
R R
44 084 §2379
17728 11 555
9618 11373
222 B62 337 067
6 604 867
387 591 363 007
351 342
11 665
| 9063
(8 083)
689 380 7BE 247
(167 958) (344 DBS)
501 432 442 162
10241 16 669
5 86 9429
3145 2 453
25720 33 g28
44 884 62379
3575 2439
2 851 1798
1 808 563
9 497 5 254
17 728 11 556
1047 2246
1388 1618
1108 530
5179 6979
8619 11373
737 46D
737 241
491 166
4 640 -
6604 as7
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OVERBERG DISTRICT MUNICIPALITY

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

{Hausing rental): Ageing

Current {0 - 30 days)
31- 60 Days

61 80 Days

+ 40 Days

Tuotal

Creditors paid in advance

Current (0 - 30 days)

{Totall: Ageing

Current {0 - 30 days)
31. 80 Daya

61 - 90 Days

+ 90 Days

Total

Recenciliation of Provision for Bad Debis

Balance at baginning of year
Contrinution fo provision/{Reversal of pravision)
Bad Debls Wrilten Off

Balance at end of yoar

Coricentrations of credi rsk wilh fespec! Lo rade recejvables ars lmited due ip the municipaliy's large number
of cusiomess. The municipality's historical experience in collection of frade recoivables falls within recorded
allowances. Due {o these factors, managernent believes that no additional risk beyond amounts provided for
callection losses is inherent in the municipality’s frade receivablas.

RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS

Cther Receivables

Provincial health function

Balance Previously Reporied
Correction of efror - Refer lo Nofe 28,04

Electricity Deposits - Provinclal clinics
Legal fees

Sundry Debiors

Suspense Deblors

Total Recelvables from Nen-Exchange Transactions
Less: Allowance far Doubtful Debls

Total Net Recelvables from Non-Exchange Transactions

2014 2013
R R
28 100 30 035
19 850 20 164
21 500 o 000
152 442 277 BBT
222 852 337 067
367 501 363 007
387 50% 163 007
4233 192 415 358
a0 665 33 251
28 048 12712
197 456 324 829
649 390 706 247
344 005 4 255 639
61095 {3 87¢ 554)
(217 221) (33 0Dy
187 958 344 085
1968735 2332 208
39 906 9 063
- 9663
3674 3ar4
81416 34 035
1 550 937 1835 247
292 602 445 0an
1 958 735 2332 208
{628 163) (874 967)
1340 572 1 457 221
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OVERBERG DISTRICT MUNICIPALITY

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

Reconclliation of Provision for Bad Debls

Batance at beginning of year
Cantribution 1o provision/(Reversal of pravision)
Bad Debis Written OF

Balance at end of year

Goncenirations of credil risk wilh sespect io \rade receivables are jimited due to the municipality's large number
of customers. The municipality's historical experience in collection of trade receivables falls within recorded
allowances. Due lo these faclars, management believes that ne addilional tisk beyond amounts provided for
collection losses is infierent in the municipality's trade receivables.

CASH AND CASH EQUIVALENTS

Assels

Call Invesiments and Olher Deposils
Bank Accounts
Cash Floats

Total Cash and Cash Equlvalents - Assets

Cash and cash equivalents comprise cash held and short term deposils. The carrying amount of these assets
approximates their fair value.

The municipalily has the follewing bank accounts:

Current Accounts

LUfER e —

Cash book balance at beginning of year
Cash book batance al end of year

ABSA - Accaunt Number 1780000062
Bank statement balance at heginning of year
Bank statermant balance af end af year

FNB - Account Number 62270787412
Bank stalermant balance al beginning of year
Bank siatenent balance at end of year
Cail Investments and Other Deposits

Call investments and other deposils consisl out of the following accounls:

ABSA Depositor Plus - Account Number 92 8755 1045
ABSA Depositer Plus - Account Number 92 B755 0841

2014 2013
R R
B74 987 224 837
260 232 753 019
(516 05E) (102 668}
6285 163 674 987
7693 030 -
7012 571 12 483 278
3950 3950
44 708 550 12487 228
12 483 278 .
7012 571 12 483 278
213044 656 214
7 059 622 213 944
12 356 430 (2 740 429)
237 128 12 356 430
& 566 0BT .
1126 942 -
7 693 030 .
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OVERBERG DISTRICT MUNICIPALITY
NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

2014 2013
R R
GOVERNMENT GRANTS AND SUBSIDIES
Unconditiona) Grants 46 637 000 43 926 000
Equiteblz Share I s537000 || assoe o0 |
Conditional Grants 65 109 205 44 408 076
Granis and donations 4372 648 3112733
Subsidles 50 736 559 41 295 343
Total Govemment Grants and Subsidies 101 748 205 B8 334 076
Discinsed as:
Revenue from non-gxchange fransactions 51124 301 47 244 520
Revenue from exchange transaclions (Road Subsidy) 50 621 804 41 DBY 556
Total Government Grants and Subsidies 101 746 205 88 334 078
Bafance previously reparted { revanue from non-exchange transaciions H 47 141 628
Correclion of errer - Refer to Note 29 1062 804
47 244 520
Balance previcusly reporied { reverue from exchange transactions ) 41 186 443
Correction of error - Refer ta Nole 29 (56 BH7)
41 088 556
The municipality does not expect any significant changes to the [evel of grantis.
Equltable share
Opening balance - -
Grents received 46 637 008 43 826 000
Conditians met (46 637 000) (43 926 060)

Canditions stilt to be met -

The Equitable Share is the uncondilional share of the revenus raised nationally and is being allocaled in terms
of Seclion 214 of the Constitution {Acl 108 of 1986) to the municipalily by the National Treasury.

Health and Road Subsidy

Opening balance 8153 4oy -
Granis received 48 645 080 48 448 341
Canditions mat {50 736 558) {41 295 343)
Conditians stil 1o be met 6062 518 B 153 897
Health subsidies was used lo fund expendilure incurred for continued benefits of primary health care personnet

previously employad by the municipality. The road subsidy is wiised o upgrade the provingial road network in

ihe municipal area.

Latal Government Financial Management Grant {FMG)

Opening balance - (32 422)
Grants recelved 1250 009 1250000
Conditions met {1 250 00D) {1 007 578)
Granls repaid to National Treasury {210 000}y

Conditions siil lo be recovered -

The Financial Managemen| Grant is paid by National Yreasury (o municipalities 1o help implement the financial
reforms raquired by the Municipal Finance Menagemeni Act (MFIMA), 2003, The FMG Grant also pays for the
cest of the Financial Management Internship Programma {e.0. salary cesls of the Financial Management
Inlerns).
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OVERBERG DISTRICT MUNICIPALITY
NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

Municipal Systems Improvemeant Grant

Opening balance

Granls received

Conditions metl

Granis repaid to Natianal Treasury

Conditions still 1o be recovered

The MSIG was used for building in-house capacity to perjorm municipal functi

govemance syslams.,
Other Grants

Opening balance
Grants received

interest received
Cenditions met

Conditions still io be met

Various granis were received from other spheres af government.

Total Grants

Opening balance

Granis received

Interest received

Condilions met

Grants repaid 1o National Treasury

Condilichs sl to be mel/{Grant expenditure 1o be recovered)

Disclosed as follows:

atian bl

Ungpent Gonditional Govemnmment Grants and Receipts

SERVICE GCHARGES
Refuse removal

Water, Electricily and Sewerage

Total Service Charges

OTHER INCOME

Sundry income
Reversal of debt impaiment

Total Other Income

Balarice previously reported
Carrecion af error - Refer fo Note 28,05

Sundry income represenls sundry income sush as building plans,
and fees for items not included under service charges {camping,

ons and stabllise ingtiutional and

sale of sundry items {wood, sand and slones)
fire brigade and impaunding fees)

2014 2013
R R
. {9 110)
850 00D 1 00D GO0
{890 000} (853 BBO)
(27 000)
2791 306 2 111 705
7 152 387 1772 641
. 48224
{2 232 646) {1141 285)
2711 045 2791 308
10 845 303 2070173
99 574 466 g7 307 982
- 48 224
{101 746 205) (88 334 D76)
{237 a0o)
8 773 564 10 945 303
8773 564 10 845 303
8773 564 10 845 303
27798 33 258
617 865 5B8 0BG
545 663 621 345
645 663 621 345
568 233 548 503
- 3 879 554
568 233 4 428 147
3875127
753 018
4 428 147

———e—
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OVERBERG DISTRICT MUNICIPALITY

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

EMPLOYEE RELATED COSTS

Salaries and Wapes

Bergaining Council |.evy

Banus

Conlribulions for UEF, pensions and medical aids
Group Life Insurance

Housing Subsidy

Leave Reserve Fund

Long service awards

Overtime

Post Emplayment Health

Skills development [evy

Travel, matar car, telephene, assistance and ather allowarices
Workmen's Compensation Contributions

Total Employee Related Cests

Balance previously reported
Operating Grant Expendilure incarrecty not disclosed in line with the nalure of the item - Refer to Note 29
Reclassification of Employse Refated Gosts fram Repairs and Maintenance of Roads - Refer Lo Note 28.07

KEY MANAGEMENT PERSONNEL

Municipal Manager and all olher Directors are appointed on fixed term contracts.
REMUNERATION OF KEY MANAGEMENT PERSONNEL

Remuneration of the Municipal Manager - Mr MP Du Plessis { 1 July 2013 - 13 November 2013 }
Annual Remuneration

Lump sum : Sefllement

Housing Subsidy

Travelling , car and other allowances

Contributisns 10 UIF, Madical, Pension Funds and Bargaining Council

Total

Remuneration of the Municipal Manager - Mr DP Berotti { 18 November 2013 - 20 June 2014 )
Annual Remuneration

Travelling , car and other allowances

Contribulions ta UIF, Medicat, Pension Fungs and Bargaining Council

Totat

Remuneration of the Manager Municipal Health - Mr WA Dy Toit
Annual Remuneration

Acting allowance as Direclor Community Servicas and Municipal Mananer
Annual Bonus

Traveling , car and olher allowances

Confributions {o UIF, Medical, Pension Funds and Bargaining Counci

Remuneration of the Director Management Services / CFO - Mr JCP Tesselaar { 1 February 2014 - 30
June 2014 )

Annual Remuneration

Travelling , car and olher allowances

Confribulions lo UIF, Medical, Pension Funds and Bargaining Council

Total

2014 2013
R R
44 889 563 41441 081
22 162 21313
3067 058 2 B26 628
5749 232 900% 323
B71 226 BO7 374
162 153 182 289
£99 013 414 541
701 977 661 695
1364 977 1008 612
5126 488 4 975 509
491 762 437 423
4842 414 3 686 761
416 759 386 974
72 504 824 65 870 591
52 276 308
1023700
12 570 485
65 870 541
324 639 845 700
369 364 -
348 1907
7 285 34 455
87 150 195 424
788 286 1077 486
6§47 375 -
42 BE9 -
8055 -
698 329 -
331082 302 114
124 056 135 03B
27 581 25824
169 180 176 874
103 620 96 107
755 550 742 957
343 000 -
34 920 -
4482 -
382 412 -
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OVERBERG DISTRICT MUNICIPALITY
NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

2014 2013
R R

REMUNERATION OF COUNCILLORS
Mayor 832 546 632 094
Depuly Mayor 452 134 347 265
Spesker 697 340 544 619
Mayoral Committes Members 1443314 13b6 090
Councillors 1718121 1999 228
Jotal Counciliors' Remuneration 5144 455 3979 297
In-kind Benefits
The Execulive Mayor and all the committze members are full-time. The Mayoral Commillee Mambers are
provided with secrelarial support and an office at the cost of the Council.
Remuneration of the Mayor - Mr L De Bruyn
Annual Remuneration 608 128 428 240
Travelling , car and other allowances 121 766 124 666
Cellphone and Data 23388 17 952
Contributions 1o Medical, Pension Funds 70 264 64 236
Totak 832 546 632084
Rermuneration of the Deputy Mayor - Mr J Du Toil Loubser
Annual Remuneration 284 667 197 287
Travelling , car and cther allowances 126 979 113 628
Cellphone and Data 5787 6756
Contributions 1o Medical, Pension Funds 34 680 29593
Total 452134 347 265
Remuneration of the Speaker - Mr D Dy Toit
Annual Remunaralicn 472 515 348 653
Traveliing , car and olher allowances 200 B37 177 044
Celiphone and Data 23 988 17 952
Tetal 697 340 544 619
Remuneration of the member of the EMC - Mr A Franken
Annual Remunarlicn 442 582 327 801
Travellng , car and olher allowances 187 186 164 183
Celphone and Data 23 388 17 952
Total 653 §57 490 806
Remuneraiion of the member of the EMC - Mr IM Sileku
Annual Remuneraticn 260721 186 €82
Travellng , catr and clher allawances 140 628 74 976
Celiphone and Data 5787 6756
Total 377 137 278414
Remuneration of the member of the EMC - Mr KJ Tiemie
Annual Remuneraiien 260 721 196 £82
Travelling , car and ciher aliowances 118 82% 46 576
Cellphone and Dala 5787 6 756
Total 384 347 300 014
Remuneration of the member of the EMC - Mr LD Oosthufzen
Annual Remuneralien 25 503 180 289
Travelling , car and other allowances #4 582
Cellphone and Dala 1380 12 8BS
Total 27 283 277 787
Remuneration of other Councliors
Annual Remuneralicn 1128 672 704 679
Traveling , car and oiher allowances 414 951 292 016
Cellphone and Dala 135 357 55323
Contribulions to Medical, Pension Funds 40 141 47 209

Total 2 1718124 1099 228
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OVERBERG DISTRICT MUNICIPALITY
NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

DEBT IMPAIRMENT

Receivables from exchange Iransactions - Note 15
Recelvables fram non-exchange transactions - Nate 16

Total Contribution to Debt Impalrment

Balance praviously reported
Correction of error - Refer 1o Note 28.06

DEPRECIATION AND AMCRTISATION
Property, Plant and Equipment

Landfill Site
Intangible Assets

IMPAIRMENTS

Landfill Site
Property, Plant and Eguipment

Landiill Site impairments for the year 2012/43
Landfili Site reversal of impairments for the year 2013/14

2014 2013
R R
61095 -
269 232 753 019
230 327 769018
753 019
753 018
1992 111 2317 809
56 827 56 857
68 0B3 62 367
2117 020 2436 673
(3 755) 5892
538 626 -
535 BT 9882
9502
{3 755)
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

FINANCE CHARGES

Leng-term Liabilties
Finanee leases
Landfill Site

SARS audit

Total finance charges

GENERAL EXPENSES

Audit Fees

Bank Charges
Blades

Burning Fuel
Cleaning materials
Equipment rental
Fuel Cost
Insurance

Legal Cost
Mambership Fees

Belance Previously Reported
Correclion of error - Refer Lo Nole 28,07

Municipet services

Dl

Printing and stationery
Professicns! Fees
Safely clothes
Security services
standby Choppear
Telephone

Training

Travel and suhsistence
Tyres

Other

General Expenses

CORRECTION OF ERROR IN TERMS OF GRAP 3

Certain emors were detecled which relates fo prior years and were algo restated retrospectively. The effect

are listed below.

PAYABLES FROM EXCHANGE TRANSACTIONS

Balance previously reportet

Carrection of Gredilor not paid - Refer te Note 7

OVERBERG DISTRICT MUNICIPALITY

2014 2013
R R

167 369 240073
65927 66 D59
£27 931 566 494
. 518 B37
861 226 1382 464
2187 236 1712 487
81 635 64 437
15 877 343 BEE
367 184 321 612
87 940 £8 464
28 355 1050 749
8030 842 8139 182
516 927 457 844
574 249 71 236
444 637 418 065
- 429 730
- (11 665
4117 442 4131 838
182 Q60 153 A95
329 811 160 075
2 B87 2N 2 8965 178
411513 3p2 723
5046 4161
A75 451 533 315
1448 423 1451 477
461 361 160 679
221 622 288 262
1291 662 B58 BOB
1 557 542 1 546 G5BT
26 954 071 25 227 039

2013

R
s of these resiatements

1221210
6 067
1227297

P ——
]
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OVERBERG DISTRICT MUNICIPALITY

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS

Balance previously reportad
Correction of Creditor nod paid - Refer {o Note 8

RECEIVABLES FROM EXCHANGE TRANSACTIONS

Balance previously reported
Carrection of SALGA Membership Fees - Refer 1o Nole 15
Correction of Provincial Health Funclion fransferred 1o Receivables from Mon Exchange transactions - Refer 1o Note 15

RECEIVABLES FROM NON EXCHANGE TRANSAGTIONS

Balance previously reported
Correction of Provincia! Health Function transferred from Receivables from Exchange transactions - Refer lo Note 16

OTHER INCOME

Balance proviously reported
Carrection of Other lncome due 1o incorrect offsetting of Debt Impaiment on Receivables - Refer to Nate 20

DEBT IMPAIRMENT

Balance previously reparted
Carrection of Debt impairment on Receivables incarrectly included unier Qlher Revenue - Refer to Nate 23

REPAIRS AND MAINTENANGE

Balance previously reporied
Reclassification of Employee Related Costs from Repairs and Maintenance of Roads - Refer Lo Noie 21
Carrection of Gredilor nol paid - Refer to Nole 7

GENERAL EXPENSES

Balance previously reportad
Coarrection of SALGA, Membership Fees - Refer o Note 27

PROPERTY, PLANT AND EQUIFMENT

Balance previously reported

Correction of Assats - First time recognition on 30 June 2012 - Refer to Nota 10

Carrection of Deprecialion - Assets first time recognised cn 30 June 2012 - Refer to Naote 10

Correction of Assels - Disposal of [ease assets returned on 30 June 2012 - Refer to Note 10

Correctian of Deprecialion - Caleulsted for 5 years in stead of 3 years on 30 June 2042 - Refer ta Nole 10

ACCUMULATED DEFICIT

Balance previously reported

Comrection of Assels » Incorrectly treated s assels held for sale on 20 June 2012 + Refer to Nole 10
Caorrection of Assets - First time recagnised on 30 June 2012 - Refer 1o Note 10

Correclon of Depreciation - Assets first time recognised on 30 June 2012 - Refer to Note 10

Corraction of Assels - Disposal of lease essets retumed on 36 June 2612 - Rafer o Nots 10

Carrection of Depreciation - Calculated for 5 Years in slead of 3 years on 30 June 2012 - Refer 1o Nate 10

2013

10981 310
{6 007)

10 945 303

439 560
11665
(9 063)

£42 162

1448 158
8083

1467 221

3875127
763 018

4 428 147

753 019
—

753019
———

20 040 801
(12 570 4p5)

6 007

7 476 313

—_—
——te——m————e

24 537 151
(11 B65)

24 525 487

40 227 342
524 002
(232 715)
{2 719 508)
2542 038

40 341 158
—_—

23 276 dog
25 498
(524 002)
232 715
2719 508
(2 542 03B}

23188 179
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OVERBERG DISTRICT MUNICIPALITY
NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

STATEMENT OF FINANCIAL PERFORMANCE

Balance previously reporied
Correction af SALGA Membership Fees on 30 June 2013 - Refer 1o Note 28,08

Correction of Granis and Subsidies {Revenue from £xchange transaclions) - Refer to Note 18

Cerrection of Repairs and Maintenance « Refer 1o Note 28,07
Reclassification of Employee Related Cosls from Repairs and Mainterance of Roads

Effect on Employee Relaled Gosts - fefer 1o Nole 21
Effect on Repairs and Maintenance - Refer o Nole 28.07

Cotrection of Heallh Subsidy incorreclly included under Revenue from Exchange Transaclions

Effect on Revenue from Nan-Exchange transactions - Refer 1o Note 18
Effect on Revenus from Exchange jransaclions - Refer ta Nole 18

Dpesaling grant expendilure incorrectly not disclosed in line with the nature of the item

Effect on Other Operaling Grant Expendilure
ENecl on Employee Related Costs

Effect on Repairs and Maintenance

Effect on General Expenses

Canrection of Debl Impaimment on Receivables incorrectly included under Other Revenue

Effect on Diher Revenue - Refer lo Nole 20
Effect un Debt Impairment - Refer 1o Nole 23

Total

RECONCILIATION BETWEEN NET SURPLUS/{DEFICIT) FOR THE YEAR AND GASH
GENERATED/{ABSORBED) BY OPERATIONS

SurplusfDedicit) for the yaar

Adjustments for:

Depreciation

Amorlisation of Inlangible Assels

Logs on disposal of property, pianl and equipment
Gain on dispossl of property, plant and eguipment
Debt Impairment

Bad debls wrillen off

Contribution lo bonuses

Ganiribution to staff leave

Centribution fromite employee benefits

Unwinding of Intarest on Prevision for Lendfil Sites
Nor=current Employze benefits - expendilure incurred
Actuarial Losses [ { Gains )

Fair Vaiue losses

Net Impairment wrilten off

Reversal of debl impairment

Grants Received

Granls Expenditure

Fair Value gains

Interest received (Direclly altributed te funds)
Grants repaid 1o Nalional Treasury

Operaling Surplusf{Deficit) batnre changes inwarking capilal
Changes in warking capital

Increasef(Decrease) in Trade and Other Payables
(Increase)Decrease in Taxes

(Increase)iDecrease in invenlory
{Increase)/Decrease in Trade and other receivables

Gash generated/(absarhed} by operatlons

CASH AND CASH EQUIVALENTS

Cash and cash equivalents included in the cash flow statement comprise the fallowing:
Calf Investmenis Deposits - Note 17

Cash Floats - Nole 17
Bank - Note 17

Total cash and cash equivalents

2013
R
1859913
14 665
& 007
(6 007)
12 570 495
{12 570 495)
102 894
(102 894)
(2 031 226)
1023700
305 674
701 552
753 D15
(753 019}
1971577
2014 2013
R R
(2 475 279} 1971577
2 04B 03B 2 374 506
68 083 62 367
- 641 213
{407 4B2) (616 202)
330 327 753019
(733 278) (435 669
113 706 93 063
442 749 217 098
5 828 465 5 637 204
627 931 566 494
(2755 283) {2 658 170)
458 857 {741 851)
- 15310
535 BT4 9052
- (3 B79 554)
90 574 466 g7 397 982
{101 746 205} (88 334 076)
- (42 288)
- 45 224
- {237 00}
4812 875 13 144 040
1323982 1340 434
1042 797 (627 147}
(64 587) {1784 208)
(114 558) 73 362
460 331 3678 437
3 236 BE7 14 484 483
7 693 030 -
3950 3 950
7012 571 12 483 278
14 709 550 12 487 228
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NOTES ON THE FINANCIAL $TATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

OVERBERG DISTRICT MUNICIPALITY

RECONCILIATION OF AVAILABLE CASH AND INVESTMENT RESOURCES

Cash and Cash Equivalents - Note 31

Less:

Unspent Committed Conditionat Grants - Nale 8

2014 2013
R R
14 708 550 12 487 228
14 708 550 12 487 228
B 773 564 10 945 203

L

B 773 564 ”_ 10 945 303

Resources available for working capital requirements § 935 986 1541925
UTELISATION OF LONG-TERM LIABILITIES RECONCILIATION
Long-lerm Liabilitles - Note 2 2261755 2767 845
Used 1o firance property, plant and equipment - at cost (2 261 755) (2 767 545)
Cash sel aside for the repaymeant of leng-lerm fiabiities - -
Cash invosted for repayment of jong-term liabilities - -
Long-term [iakbilities have been utilized in accordance with the Municipal Finance
Management Act.
UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED
Unauthorlsed expenditure
Reconciliation of unautherised expenditure:
Cpening balance 138 820 7 36B 470
Unaulharised expenditure current year - capital - 139 820
Unauthorised expendilure current year - operating -
Unautherised expenditure current year - Gonditional granis ulilised for operating expendiure -
Written off by council (139 820) (7 368 470)
Unautharised expenditure awaiting authorisetion - 139 B2G
[Tncident iDisciplinary slepsicriminal proceedings ]
[Gver expenditure on voles |Nong g
2014 2014 2014 2014
R R R R
[Actual) {Budget} [Variance) {Unauthorised)
Unautherised expenditure current year - eperatihg
Municipal Manager 11 483 100 11810 279 (327 179) -
Management Services 20 479 922 21 673020 (1193 098) -
Community & Technical Services 50 478 154 94 709 350 {4231 236) -
122 441176 128 1982 689 {5 751 513) -
Unauthorised expenditure current year - capital 2014 2014 2014 014
R R R R
{Attual} {Budget) {Variance} [Unauthorised)
Municipal Manager 7 548 16 000 (2 452) -
Management Services 474 968 552 100 (17 132) -
Commiunily & Technical Services 1636 B50 2148 260 E11418) -
2119 367 2710 260 (590 984) -
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OVERBERG DISTRICT MUNICIPALITY
NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

34.2 Fryitless and wasteful expendlture 2014 2012
R R
Reconciliation of fruiliess and wastefu! expenditure:
Opening balance - 1921 156
Fruilless and wasteful expenditure current year 294 -
Written off by council - (1728 B56}
Transfer 1o receivables for recovery - (183 100)
Fruitiass and wasteful expenditure awailing further aclion 281 -
Incident Disciplinary stepsfcriminal proceedings

Afier the Efeclion on 5 March 2006 a new Councif was
elected. The Council decided lo end the conlract of the
Municipal Manager that was valid until November

2007 Cost paid o the Municipal Manager. Naore. $ 637 104
Tabour diEpute - Me W Meyer vs OLIM. Compensalon

Io be paid to Me W Meyer. Manies to be recovered from Mr G W Hermanus 180 000
DSpension OF MF G WV Hermanus. None. 17 B72
W Smuls - Setifement for prematurely ending his
employment contract efter a disciplinary process None. 73 080
W Pekaur - Reimbursemenl for remaval costs,due lo
the wrongdaing of an acting Municipal Magager. Manies lo be recovered from Mr G W Hsrmanus 13 108
Interest charged by SARS an the lale payment of
Cclober 2013 VAT relur . Nane. 291

2% 1521156

34.3 Lrregular pxpenditure

Reconciliation of irreguiar experdiiure:

Opening balance 2 588 016 14 302 138
Irregular expenditure identifiad in the current year 2 801 226 51620
Wriiten off by council (2 936 396) (10 650 283)
To be recovered - (57 DOO}
Written off by council (581 777} (658 445)
Irregular expenditure awailing furlhes acticn 2271088 2 988 016
Ireguiar expendilure awaiting condonament by National Treasury.(Teken outin current year due lo - 14 302 138

non cendonement)

Incident Disciplinary stepsfcriminal proceedings
The municipal accounts of two suppliers were
not inspected before the lenders were awearded.

Nong 74 509

The decieration uf inferest documents of four
winning bidders were not submitled. None 107 523
The municipal accaunts of one supplier were nat

inspected and the decleration of intefest niof
submitled, None 37 621
Irregular expenditure idenlified during audit
process and not yet corecled in the financial
statements {declerafions not submitted and

municipal accounts hot obtained). None 1 950 465
A director of one supplier is in the service of the
stale. None 48331 51620
Three gualations nol phiained. Nane 322 585
Businass with people in service of the slale. Nang 253718
Paymen! in advance. None 5504
2801 226 51 620

The Dislsict Municipality is investigating the ful popuialion of awards to determine the exact amount of
iregular expendilure.

4.4 Other Non.Compliance

©  The municipality did not adhere to the provisions of section 165{2)(b) of the MFMA that requires an
adequately resourced inlernal audil unit thal execules iis plan in an effective and timely marner.

- The municipality did not comply wilh section 63 (2) () and {(c) of the MFMA. The municipalily did not {ake
all reasonable steps 1o ensure thal the municipality maintains a management, accounting system for the
assets of the municipatity,




as

35.1

35.2

353

354

35.5

35,6

OVERBERG DISTRICT MUNICIPALITY

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

ADDITIONAL DISCLOSURES IN TERMS OF MUNIGIPAL FINANCE MANAGEMENT ACT

Lontributiens to organised local government - IMFMA 125 (1}{b}] - SALGA CONTRIBUTIONS

Opening balanca
Council subscriptions
Amount paid - current year

Balance enpatd (included In creditors)

Audit fees - [MFMA 126 {1xe)]

Opening balance
Current year audit fes

Exlernal Audit - Auditor-General
Amount paig - curent year

Balance unpalid {inciuded in creditors)

VAT - [MFMA 125 (1)(c)

Opening balance
Amounts received - current year
Amounts claimed - current year

Closing balance - Receivable

Val in suspense dua to cash basis of aceounting

Input VAT
Output VAT

Receivable

VAT is payabie/receivable on the cash basis, VAT is onfy paid aver to SARS once cash Is recelved from
deblors and only claimed from SARS onice paymenl is made fo crediors,

PAYE, SDL and UIF - [MFMA 1256 {1iey

Opening balance
Currenl year payroll deductions and Councit Conlribulions
Arnoun! pald - current year

Balance unpaid {includad in creditors)

Pension and Medical Aid Deductions - [MF8A 125 {1}[c}]

Cpening bafance
Current year payral! deductions and Gouncil Coniribulions
Amouni paid - turrent year

Balante unpaid {inciuded in creditors)

Buotations awarded - Supply Chain Management

Devialions from the Supply Chain Menagement Regulations were identified on the following calegories:

Deviations per type
+ 3 Quoles nol oblained

Deviallons per financial categary

- Between R € and R 2 D00

- Belween R 2 000 and R 10 000

- Between R 10 000 and R 30 000
- Between R 30 D00 and R 200 600
- Ahave R 200 000

2014 2013
R R
- 4205
444 ga7 439730
{444 B37) (433 935)
2 187 235 1712 487
2 107 235 || 1712487 |
{2 167 235) {1712 487)
{137 778} (65 082)
515 682 4B 151
(525 20 {720 £34)
(147 364) {137 776}
(51 B6B) -
) 3114
{199 z51) {134 665)
8241 434 6 676 650
(B 241 434) (€ 676 650)
16 978 678 13 530 421

(16 578 678)

{13 530 421)

1360 624 1BB4 202
1360 624 1884 202
3227 1563
408 628 305 169
441 300 379778
507 470 560 342
- 637 350

1360 624 1864 202
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OVERBERG DISTRICT MUNICIPALITY
NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

2014
R
FINANCIAL RISK MANAGEMENT
The aclivilies of the municipality expose il to a variety of financial risks, including market risk (comprising fair
value inlerest rate risk, cash flow interest rate risk end price risk}, credit risk and [iyuidity risk, The
municipality’s overall risk management programme focuses on the unpredictability of financial markets and
seeks lo minimise potential adverse effects on the munlcipalily's financial perflormance.
{a) Forelgn Exchange Currency Risk
The municipality dogs not engage in foreign curency transaciions.
{b] Price risk
The municipality is not exposed to price risk.
{e) Interest Rate Risk
As the municipality has significant interest-baaring liabilities, the enlily's inceme and operaling cash flows
are subslantially dependen on changes in markel interest rales.
The municipaiity analyses ils polential exposure {o interest rale changes on a conlinuous basis. Differant
scanarios are simulaled which include refinancing, renewat of currenl posiiions, atiemetive financing and
hedaing. Based on these scenaries, the entity calculates the impact that a change in inlerest rates will
have on the surplus/deficil for the year. These scenarios are only simulated far linbilties which constitule
the majorily of interest bearing hiabilities.
The municipalty did not hedge against any interest rate risks during the current year.
2014
R
The polential impact on the enlity's surpius/deficit for the year due to changes in inferest ralas wera as foliows:
1% {2013 - 0.5%) ncrease in inlerest rates 46 051
0% (2013 - 0.5%) Decrease in interest rates -
{d) Credit Risk

Credit risk is the risk lhat a counter party lo a financial or non-financial asset will fail to discharge an
ohligalion and cause the municipality to incur a fimancisi lass,

Credii risk consist mainly of cash deposits, cash equivalents, trade and other recelvables and unpalid
condilional grants and subsidies.

Trade and ather dehtors are distlosed nat alier provisions are made for impairment and bad debts. Trade
debtors comprise of a large number of ratepayers, dispersed acrass different seclors and geographical
areas. On golng credil evalualions ere performed on the financial condition of these deblors. Cradit risk
peraining 1o trade and other debtors is considered lo be moderate due the diversified nalure of debtors
and immaterial nature of individual balances, In lhe case of consumer debtors the municipalily effectively
has the right 10 terminate services (o customers but in practice this is difficult fo apply. In the case of
debtors whose accounts become in amrears, Councll endeavours to colect such accounts by “levying al
penalty charges”, "demand for payment”, "restriction of services” and, a¢ a last resorl, "handed over far
collaction”, whichever pracedure is applicable in lerms of Council's Credit Gonlrol and Debl Cellection
Poficy.

The entily only depesits cash with majar hanks with high quality credit standing. The banks utilised by the
muricipality are all listed on the JSE. The credil qualily af these instilutions are evaluated based on their
required SENS releases as well as alher media reporis. Based on all public communications, 1he financial
sustainobilty is avalusted 1o be of high quality and the credit risk pertaining te these instilulions are
considered {o be lov,

No cash and cash equivalenls were pledged as securily for financial labiilies and no resirictions were
placed on the use of any cash ant cash equivalents for the period under review, Although the credlt risk
periaining te cash and cash equivalents are considesed to e |low, the Maximurm exposures are disclosed
below.

The risk pertaining to unpaid condilional grants and subsidies are considered to be very low. Amounts are
receivable fram nationai and provincial government and there are no expectation of tounter party defaull.

Receivables are individually evaluated annuelly at Balance Sheet dale for impairment.

2013

2013

12 524
(12 524)
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

OVERBERG DISTRICT MUNICIPALITY

Financial assets exposed to credil risk at year end are as follows:

Receivables from exchange transaclions
Receivables from non-exchange iransaclions
Cash and Cash Equivalents

Liquidity Risk

Prudent liquidity risk management implies maintaining sufficient cash and the availab|

flity of funding through

an edequele amount of committed cradit facilllies. Due to 1he dynamic nature of the undetlying business,
the treasury maintains flexibility In funding by maintaining availabifity under credil fines.

The entity's risk to liguldity is a resull of the funds available ta cover future commilments. The entiy
manages liquidity risk through an engoing review of future commitments and cradi facilitles.

The table below analyses the enlity’s financial Fabilities into relevant maturity groupings based on the
remaining period at the financial year end to the centraciual maturity dale, The amounts distlosed in ihe

lable are the conlractual undiscounted cash fows. Balances due vilhin 12 months e

balances as the impact of discounting is net significant,

014

Long Tem liabilities

Capilal repaymenis
Interest

Provisions Landif Sites

Capital repayrnents
Interest

Payables from exchange transactions
Unspent conditional government grants and receipts

2013

Long Term liabililies

Capital repayments
Inlerest

Provisions Landfill Sites

Capital repayments
Inlerest

Payables from exchange transactions
Unspent cenditional government prents and recelpls

qual thelr carrying

Between 1 and

2014 2013
R R
501432 442 162
1340 572 1457 221
14 709 550 12 487 228
16 561 554 14 386 611

Between 5 and

Less than 1 year 5 years 10 years Over 10 Years
828 686 1 583 98BS 10B 436 -
782 765 1375 485 103 505
146 124 208 504 4931

- - - B7 536 D22

7 838 715

79 697 307
1230274 - . -
B 773 564 - - -
10 832 724 1§83 989 108 436 87 536 022

Between 1 and Between 5 and

Less than t yoar & years 10 years Over 1 Years
1090 460 1 868 148 326 309 -
BG1 485 15798 403 296 754 -
198 971 288745 28 555 -

- - - 76 814 707

- - - 7210 784

_ - - 69 604 013
1227 247 - - -
10 845 303 - - -
13 262 980 1 868 148 325 308 76814 797
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FINANCIAL INSTRUMENTS

OVERBERG DISTRICT MUNICIPALITY
NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

Financial instruments of the municipality are classified as follows:

The falr value of finencial instruments approxim

Elnanclal Assets

LA e —

Investments
Unlisted and listed Investmenls

Recelvables

Receivables from exchange transaclions
Receivables from non-exchange lransactions
Short-term Investment Deposits

Gall Deposits

Bank Balances and Cash

Bank Balances
Cash Floals and Advances

SUMMARY OF FINANCIAL ASSETS

Financial instruments al amortised cost

At amortised cost

Flnancial Liability

L.ong-term Liabilities

Annuity Loans
Capitalised Lease Liability
Non-Current Provisions - Landfill Siles

Payables frem exchange transactions

Trade Creditors
Sundry Deposits
Olher

Current Portion of Long-term Liabilities

Annuity Loans
Capitalised Lease Liabilty

SUMMARY OF FINANCIAL LIABILITY

Financial instruments a1 amortised cost

EVENTS AFTER THE REPORTING DATE

ates the amartised cosls as reflecled ballow.

Classification

Financial instruments at amortised cost

Financlal instruments at amorlised cost
Financial instruments at amortised cost

Financlal instrumenis & amorised cost

Financial instruments at amortised cost
Financial instruments at amorlised cosl

Classification

Financial instruments at amorlised cosl
Financkal instruments at amortised cost
Financial instruments at amorlised cosl

Financial instruments at amoriised £ost
Financial instruments a1 amarlised cost
Financial instruments at amortised cost

Financiat instrumenls &t amortised cost
Financial instruments at amortised cosl

The municipaiity has no events after reporting date during the financial year ended 2013/2014.

|N-KIND DONATIONS AND ASSISTANGE

The mumicipaliy did nol receive any in-kind donations

PRIVATE PUBLIC PARTNERSHIPS

ar assistance during lhe year under review.

Council has not enlered inle any private public partnerships during the financial year.

2014 2013
R R

113 84D 79 155
1340 572 1457 221
7 693 030 -
7 042 571 12 483 278
3 950 3850
16 163 982 14 023 604
15 163 962 14 023 604
16 163 962 14 023 604
779 945 1235231
689 D45 640 826
7838715 7210784
632 211 614 890
30 735 41270
124 753 103 036
455 287 723069
327 478 168 418
10 BBB 169 10 737 625
10 BB 169 10 737 625
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014

2014
CONTINGENT LIABILITY

Pending claim relating ta a jabour dispule with an employee

A former employee whose sarvicas were terminaled and who was held responsible for
regovery of fegal cosls, Indged a claim eqainst the municipality 1o withdraw his termination

and at the same time not be held responsible for lhe recovery of the {egal cosls. No

definite costs thal mey he Incurred could be delerminac.

Another employee whose services were terminated was held respansible for recovery of

costs incurrad during his term al the municipality, He lodged a claim apainst the

municipelily thal all aulslanding ameunls ba written aff. No definile costs that may be

incurred could be determined,

During the previous financial year a disciplinary hearing against the previous Municipal

Manager resilted in o seitlement agreement between the Municipal Manager and the

Council that was signed by hoth panies during Nevember 2013, The agreement was

seltfed during the year under review. The farmer employee lodged a further claim against

the municipalily far the payment of acerved leave, 70 818

2013

368 364

The remuneration increase for Counciliors was rejected by the provincial MEC for loca
govemment. The Councifiors are stil negofiating with the MEC ta gel thelr increase
approved. If the consent of the MEC could ba ohlained back pay for the 2012/13 financia!
year will be paid. The matler was resalved during the year under review.

RELATED PARTIES

Key Management and Councillors receive and pay for services on the same {erms and conditions as ather
relepayers / residents,

The rates, service charges and ather charges are in accordance with spproved tanifls that were advertised la
the public. No bad dest expenses have bean recognised in respecl of amounts owed by related parlies.

Related Party Loans

Since 1 July 2004 [oans to councillars and senior management employees are not permitted.
Compensation af key management personnegl

The compensalion of kay management personnel Is set aut in nate 21 te the Annual Financial Statemenls,
Other related party trarsactions

The follawing purchases were made during the year where Councillors or staff have an inlerest;

None

GOING CONCERN ASSUMPTION

The definition of & going concern is that there is no reason 1o believe that an institution will have to chse down
or be liquidated within 12 monlbe afler the reporting dale, The financial stalements for this municipalily has
bean prepared, as indicaled in the accounting poficy, on & going concern assumption as allosalions of equitable
share have been promulgeted in the Division of Revenue Act for the {hree financial years following afier the
reparling date.

The financial resulls howaver may indicale that the going concern assumption of this municipalily may be in
serjous doubl. The amounts promulgated in the DORA have a seripus impact an the tevel of services thal this
municipalily cen render and it may wall raise doubt about the future financial sustainatility of this municipality
and may cause serious health and other risks regareing service delivery to the communities wilhin the
jurisdiction of his municipalty,

425 750
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APPENDIX A

OVERBERG DISTRICT MUNICIPALITY
SCHEDULE OF EXTERNAL LOANS AS AT 30 JUNE 2014

EXTERNAL LOANS Rate Loan Redeemable | Balance at Balance at Received Redeemed Batance at
Number 20 JUNE 2013| Correction 130 JUNE 2013 during written off 30 JUNE 2014
Restated the period during the
period

ANNUITY LOANS
INCA 9.30% 31/12/2014 922 966 - 922 856 601 2686 321701
INCA 9.45% 311272018 4 035 334 - 1035 334 121 804 8913 531
‘Total Annuity Loans 1 958 300 - 1 968 300 - 723 063 1 235 231
LEASE LIABILITY
\Vehicles and Equipment B0Y 345 - BOS 345 515 244 298 065 1026 524
Total Lease Liabilities 809 345 - 805 345 515 244 298 065 1026 524
TOTAL EXTERNAL LOANS 2 767 645 - 2 767 645 515 244 1021134 2 261 756
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OVERBERG DISTRICT MUNICIPALITY
SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2014
MUNICIPAL VOTES CLASSIFICATION

AFPPENDIX B

2013 2013 2013 2014 2014 2014
Actual Actual Surplus/ Actual Actual Surplus/
Income Expenditure (Deficit) income Expenditure {Deficit)

R R R R R R
4 491 439 {5 923 860) {1432 421){ Council Expenditure 4 505 517 {7 462 932) (2 957 414)
- (1 189 338) (1 189 338)| Executive Services - (2 119 043) {2 116 043)
- (863 767) (863 767)| Management Suppori - {1 066 234) (1066 234)
- (833811) (833 611)| Record Management - (873 920) (873 920)
- {3361 628) (3 361 629)| Administration - (2 871 381) {2 871 381)
- (501 923) (501 923} Audit - (834 891) (834 891)
- (1425 262} (1 425 262)| Human Rescurces - {1226 815) (1226 815)
- {1792 648) {1792 648)| Supply Chain Management - {1 916 823) (1916 823)
- (3272 882) (3 272 982}| Finance 'nc Exp & I - (3 €68 891) (3 668 891)
- (438 717) {439 717)| Performance Management - (486 675) (486 675)
15142 {472 501) (457 359){ Buildings 16 302 (696 103) (679 802)
5194 627 (5 253 260) (58 634); Financial Services 1 878 009 (3 662 687) (1 784 677)
- {1 106 649) (1 106 6489)| Planning Services - {962 540) (962 540)
46 023 929 (2 097 029) 43 926 000 | Granis Ex Nat Government 48 894 412 (2 187 582y 46 706 830
7226 (7 228) - | Grants Ex Prov Gevernment B65 234 (561 B40) 303 385
1007 578 (848 218) 159 360 | Fin Man Grant 1250 000 (1 250 £00) -
122 857 (14 337 580)| (14 214 733)| Fire Brigade 123084 | (16005083) (15 881 998)
- (333 894) {333 884)| Disaster Management - {357 2386) {357 236)
67 B74 (9 822 327) (9 754 453} Municipal Health 44053 | (t0120766)| (10076 713)
11 258 (88) 11172 | Velapi Hostel 1142 - 1142
- (879 272) (879 272)| Environmental Management - {1181 335) (1181 335)
- (40 871) (40 871)| Engineering Services - (29 779) (28 779)
15 784 (1897 177) (1 881 393)| Karwyderskraal 11 255 (1480 382) (1469 127)
- (1235) {1 235)| Buffeljachtsbasi - - -

1569 226 (2 559 823) (990 387)] Dennehof 643 121 {1707 367) {1 064 246)
2125204 {1402 905) 722 298 | Die Dam 2 308 081 (1760 272) 547 810
8170610 (6 225 302) 1945 308 | Uilenkraalsmand 8 489 371 (7 056 208) 1433162

398627 - 39 627 | Outspans & Public Places 41933 L= 41 933

102 894 (102 894) - { Comprehensive Health 114 655 (114 655) -

41 370 141 (41370 141) - | Roads - Main & Divisional 50779726 | (50779 726) -
110 335 415 (108 363 838) 1971577 | Sub Total 119 965 896 | {122 441176) {2 475 279)
110 335415 (108 363 838) 1871577 { Total 119 965 896 | (122 441 176) (2 475 279)
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APPENDIX C

OVERBERG DISTRICT MUNICIPALITY
SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2014
GENERAL FINANCE STATISTIC CLASSIFICATIONS

2013 2013 2013 2014 2014 2014
Actual Actual Surplus/ Actual Actual Surplus/
Income Expenditure {Deficit) Income Expenditure (Deficit)

R R R R R R
50 522 593 | (10584 042} 39 938 551 | Executive & Council 54 265 163 {14 232 531); 40032 632
15 142 (B 532 720) (6517 578)] Corparate Services 16 302 (6 154 895) {6 138 593}
6202205 | (11167 109) {4 964 604)| Financial Seyvices 3128 009 {10 498 401} (7 370 392)
- {1 147 520) {1147 520)| Planning & Development - {992 319) {992 319)
102 894 (102 894} -| Health 114 655 (114 655) -
122 857 | (14 671485)| (14 548 628) Public Safety 123 084 (16 362 319)| (16 238 235)
11904 666 | (10 189 064) 1715602 | Sport & Recreation 11 482 507 {10 523 848} 958 659
79133 ] (10701 686) (10622 558) Environmental Protection 45195 (11 302 100)| {11 256 206)
15784 (1897 177} (1 881 393)| Waste Management 11 255 (1 480 382) (1469 127)
413701411 (41370141} -1 Road Transport 50 779 726 (50 779 7286) -
110 335 415 | (108 363 838) 1971577 | Total 119 985 896 (122 441 176) {2 475 279)
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DISCLOSURES OF GRANTS

APPENDIX D
OVERBERG DISTRICT MUNICIPALITY

AND SUBSIDIES IN TERMS OF SECTION 123 OF MFMA, 66 DF 2003

Grant Description Bafance Carrection Balance Grants Interest Qperating Capitat Re - allocation Balance

30 JUNE 2012 al etrer 1 JULY 2013 Recelved Received Expenditure Expenditure of Grants 30 JUNE 2014

during the year  during the year
Transferred Transferred
to Revenue o Revenue
UNSPENT AND UNFAID GOVERNMENT GRANTS AND RECEIPTS
R R R 4 R R R R R

Natiansl Government Grants
Couitatle Share - - - 4B 837 000 46 637 0O0 -
L.ucal Government Finantial Maragemenl Grani - - - 1250 Do 1 250 oog - . -
Munlcipal Systems Improvement Grant - - . BE0 000 820170 49 Ban - -
Tatal Natfenal Government Grants - - - A8 777 (00 48 707 170 68 830 . -
Provineisl Government Grants
Nepler Tourism Office 1488 - 14E6 1486 -
Local Economic Develpiment 21 6B5 - 21 B85 21665 -
hon - motorised Transpont 7356 - 7356 7356 -
Coastal Management Frogramme £97 836 - ES7 636 114 1861 783 675
SETA Tralning Fund 724 461 - 734 451 80 0198 41z 447 DG8
Tourism Routes 62 562 . 62 562 62 662 -
Human Rights Programme 103 062 - 103 082 50 noD 63052
Kvgelberg Binsphere 25 425 - 26 425 26 425 -
Braade River Spaliat Development Framewark 14 5as - 14 536 14 538 -
Towrism Workshops 20755 - 20755 20 755 -
ITourism Projects 117 265 - 117 285 14 330 11319 #1617
Hausing Training 22E 025 - 228 026 228 025 -
COW Funds § 282 . o252 5292 -
Alcohol Abuse 578 - 579 578 -
i arwyderskraat 250 000 - 250 poe 250 000
Sport and Recreation Faciliies 86 615 303 385 {400 nog) -
EFPWP Grant - - - 1 000 ODO 1 QoD noo -
Road Subsfoy B 150 004 (6 0OT) B 162 987 4B 53p 425 50 621 n04 & 082 518
Heallh Subsldy 114 658 114 645 -
Municipal Finance Impravement Btogramme 914 876 220 954 694 022
Office Upgrading and Mainlenance 57 302 57 an2
Risk Management 3200 000 - 300 oo 100 000 65 78D 234211
Total Provincial Government Grants 14 951 310 (6 00T} 14 545 303 50 787 486 - 52 6B5 820 303 3858 - B 773 B84
Total 10 851 310 (& 007) 10 245 303 99 574 466 - 101 372 gan ki - B 773 564
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