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UMZINYATHI DISTRICT MUNICIPALITY
Annual financial statements for the year ended 30 June 2015
The reports and statements set out below comprise the annual financial statements presented to
the provincial legislature:
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UMZINYATHI DISTRICT MUNICIPALITY
Annual financial statements for the year ended 30 June 2015

APPROVAL OF ANNUAL FINANCIAL STATEMENTS

| am responsible for the preparation of these financial statements, which are set out on pages 4 to 51, interms
of Section 126(1) of the Municipal Finance Management Act and which | have signed on behalf of the
Municipality.

| certify that the salaries, allowances and benefits of Councillors, loans made to Councillors, if any, and
payments made to Councillors for loss of office, if any, as disclosed in note 20 of these annual financial
statements
are within the upper limits of the framework envisaged in Section 219 of the Constitution, read with the
Remuneration of Public Officer Bearars Act and the Minister of Provincial and Local Government's
determination in accordance with this Act.

LI -
r E.M.S Ntombela
Municipal Manager
3108 2015
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UMZINYATHI DISTRICT MUNICIPALITY
Annual Financial Statements for the year ended 30 June 2015

Statement of Financlal Performance as at 30 June 2015

_Figures in Rand Note(s) 2015 2014
Revenue
Service charges 16 55774 979 30 537 457
Rental of facilities and equipment 33 332 688 186 299
Interest received - investment 17 23708 293 23 696 230
Government grants & subsidies 18 494 203 601 494 790 917
Gain attributed to transfer of assets 264 311 488
Other income 47 2524736 1307 389
Total revenue 576 544 298 823 829 790
Expenditure
Employee Related Costs 19 93 545 296 80 926 694
Remuneration of councillors 20 4 037 643 3760073
Agency Fees 21 -
Depreciation and amortisation 22 56 317 390 55 444 588
Debt impairement 4 54 258 072 46 597 110
Finance costs 23 7812811 7574025
Bulk Purchases 14 627 998 13 248 050
Post retirement benefits 14 2908 029 8 841 000
Repairs and maintenance 43 9910080 7140754
Grants and subsidies paid 24 75 459 854 151 833 381
General Expenses 25 145 761 287 169 556 597
Total expenditure 464 639 460 544 920 272
Operating surplus 111 904 838 278909 518
Loss on disposal of assets and liabilities ¥
Investment in joint venture 25 009 417 189 539 579
25 009 #17 189 539 579
Surplus/ {Deficit) for the year 136 914 255 468 449 097
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UMZINYATHI DISTRICT MUNICIPALITY
Annual Financial Statements for the year ended 30 June 2015

Accounting Policies

1. Presentation of Annual Financial Statements

The annual financial statements have been prepared in accordance with the Standards of Generally
Recoghised Accounting Practice {GRAP), issued by the Accounting Standards Board in accordance
with Section 122(3} of the Municipal Finance Management Act (Act 56 of 2003).

These annual financial statements have been prepared on an accrual basis of accounting and are in
accordance with historical cost convention as the basis of measurement, unless specified otherwise.
They are presented in South African Rand. All figures have been rounded to the nearest Rand.

A summary of the significant accounting policies are disclosed below.

These accounting policies are consistent with the previous period, except for the changes set out in
note. Changes in accounting policy.

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

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

GRAP 25: Employee Benefits
The objective of GRAP 25 is to prescribe the accounting and disclosure for employee benefits. The
standard requires the municipality to recognise:
* A liability when an employee has provided service in exchange for employee benefits to be
paid in the future; and
* an expense when the municipality consumes the economic benefits or service potential
arising from service provided by an employee in exchange for employee benefits.
* The standard states the recognition, measurement and disclosure requirements of:
* short-term employee benefits;
- all shart-term employee benefits;
- short-term compensated absences;
- bonus, incentive and performance related payments;
= post-employment benefits: Defined contribution plans;
e other long-term employee benefits; and termination benefits.
The major difference between this standard (GRAP 25) and IAS 19(R) is with regards to the
treatment of actuarial gains and losses and past service costs. This standard requires the
municipality to recognise all actuarial gains and losses and past service costs immediately in the
statement of financial performance once occurred.

All amendments to be applied retrospectively.
The effective date of the standard is for years beginning on or after 01 April 2013.
The municipality has adopted the standard for the first time in the 2014 annual financial statements.

The impact of the standard is not material.
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Accounting Policies

GRAP 1 (as revised 2012): Presentation of Financial Statements

Minor amendments were made to the statement of financial performance as well as the statement
of changes in net assets.

All amendments to be applied retrospectively.

The effective date of the amendment is for years beginning on or after 01 April 2013

The municipality has adopted the amendment for the first time in the 2014 annual financial
statements.

The impact of the amendment is not material.

GRAP 3 (as revised 2012): Accounting Policies, Change in Accounting Estimates and Errors
Amendments were made to changes in accounting policies. A change to the cost model when a
reliable measure of fair value is no longer available (or vice versa) for an asset that a standard of
GRAP would otherwise require or permit to be measured at fair value is no longer considered to be a
change in an accounting policy in terms of the Standard of GRAP on Accounting Policies, Changes in
Accounting Estimates and Errors (as revised in 2010).

The effective date of the amendment is for years beginning on or after 01 April 2013

The mdnicipality has adopted the amendment for the first time in the 2014 annual financial
statements.

The impact of the amendment is not material.
GRAP 7 (as revised 2012): Investments in Associates

Amendments were made to definitions and a requirement to include transaction costs on initial
recognition of an investment in an associate under the equity method has been included.

All amendments to be applied prospectively.

The effective date of the amendment is for years beginning on or after 01 April 2013.

The municipality has adopted the amendment for the first time in the 2014 annual financial
statements.

The impact of the amendment is not material.

GRAP 9 (as revised 2012}): Revenue from Exchange Transactions
Amendments were made to the scope and definitions.

All amendments to be applied retrospectively.
The effective date of the amendment is for years beginning on or after 01 April 2013.

The municipality has adopted the amendment for the first time in the 2014 annual financial
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Accounting Policies

statements.
The impact of the amendment is not materiali.

GRAP 13 (as revised 2012): Leases
Amendments were made to disclosures.

All amendments to be applied retrospectively.
The effective date of the amendment is for years beginning on or after 01 April 2013.

The municipality has adopted the amendment for the first time in the 2014 annual financial
statements.

The impact of the amendment is not material.

GRAP 16 (as revised 2012): Investment Property

Amendments were made to definitions, measurement at recognition, disposals and disclosure.
Changes were made to ensure the consistent application of the principle where assets are acquired
in exchange for non-monetary assets when the exchange transaction lacks commercial substance.
Furthermore the assessment of significant use of an investment property has been clarified.

All amendments to be applied prospectively.

The effective date of the amendment is for years beginning on or after 01 April 2013.

The municipality has adopted the amendment for the first time in the 2014 annual financial
statements.

The impact of the amendment is not material.

GRAP 17 (as revised 2012): Property, Plant and Equipment

Amendments were made to measurement at recognition, disposals and disclosure. Changes were
made to ensure the consistent application of the principle where assets are acquired in exchange for
non-monetary assets when the exchange transaction lacks commercial substance. Furhtermore the
requirement to disclose property, plant and equipment that were temporarily idle has been clarified.
All amendments to be applied prospectively.

The effective date of the amendment is for years beginning on or after 01 April 2013.

The municipality has adopted the amendment for the first time in the 2014 annual financial
statements.

The impact of the amendment is not materiai.

IGRAP 16: intangible Assets - Website Costs

The interpretation deals with the treatment of the municipality's own website. It concludes that the
municipality's own website that arises from development and is for internal or external access is an
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Accounting Policies

internally generated intangible asset that is subject to the requirements of the Standard of GRAP on
Intangible Assets.

A website arising from development will be recognised as an intangible asset if, and only if, in
addition to complying with the general requirements described in the Standard of GRAP on
Intangible Assets for recognition and initial measurement, the municipality can satisfy the
requirements in paragraph .54, which in particular requires the municipality to be able to
demonstrate how its website will generate probable future economic benefits or service potential.

If the municipality is not able to demonstrate how a website developed solely and primarily for
providing information about its own products and services will generate probable future economic
benefits or service potential, all expenditure on developing such a website will be recognised as an
expense when incurred.

A website that is recognised as an intangible asset under this interpretation will be measured after
initial recognition by applying the requirements in the Standard of GRAP on Intangible Assets.

Interpretation to be applied retrospectively.
The effective date of the interpretation is for years beginning on or after 01 April 2013.

The municipality has adopted the interpretation for the first time in the 2014 annual financial
statements.

It is unlikely that the interpretation will have a material impact on the municipality's annual financial
statements.

2.2. Standards and interpretations issued, but not yet effective

The municipality has not applied the following standards and interpretations, which have been
published and are mandatory for the municipality’s accounting periods beginning on or after 01 July
2014 or later periods:

GRAP 105: Transfers 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.

A transfer of functions between entities under common control is a reorganisation and / or
reallocation of functions between entities that are ultimately controlled by the same entity before
and after a transfer of functions.

In the event of a transfer of functions between entities under common control, the assets and
liabilities should be recognised (by the acquirer} at their carrying amounts and should be
derecognised (by the transferor) at their carrying amounts.

The difference between the amount of consideration paid or received, if any, and the carrying
amounts of assets and liabilities should be recognised in accumulated surplus / (deficit).
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Accounting Policies

The standard has been approved by the Accounting Standards Board but its effective date has not
yet been determined by the Minister of Finance.

The municipality expects to adopt the standard for the first time once it become effective.
It is unlikely that the amendment will have a material impact on the municipality's annual financial
statements.

GRAP 106: Transfers 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 control.

A transfer of functions between entities not under common control is a reorganisation and / or
reallocation of functions

between entities that are not ultimately controlled by the same entity before and after a transfer of
functions.

In the event of a transfer of functions between entities not under common control, the assets and
liabilities should be recognised {by the acquirer) at their acquisition date fair values.

The difference between the amount of consideration paid, if any, and the carrying amounts of assets
acquired and liabilities assumed should be recognised in accumulated surplus / {deficit).

For a transfer of functions between entities not under common control there are some specific
recognition and measurement principles and exceptions to the recognition and measurement
principles.

The standard has been approved by the Accounting Standards Board but its effective date has not
yet been determined by the Minister of Finance.

The municipality expects to adopt the standard for the first time once it becomes effective.

It is unlikely that the amendment will have a material impact on the municipality's annual financial
statements.

GRAP 107: Mergers

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

A merger is where a new combined entity is started, acquirer can be identified and the combining
entities do not have any control over the combined entity.

In the event of a merger, the assets and liabilities should be recognised (by the combined entity) at
their carrying amounts and should be derecognised (by the combining entities) at their carrying
amounts.

The difference between the carrying amounts of assets and liabilities should be recognised in
accumulated surplus /{deficit).
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Accounting Policies

The standard has been approved by the Accounting Standards Board but its effective date has not
yet been determined by the Minister of Finance.

The municipality expects to adopt the standard for the first time once it becomes effective.

it is unlikely that the amendment will have a material impact on the municipality's annual financial
statements.

GRAP 5 (revised 2013): Borrowing Costs
Benchmark treatment is to recognise borrowing costs as an expense.

Allowed alternative is to capitalise borrowing costs if it is attributable to the acquisition,
construction or production of a qualifying asset. All other instances, expense borrowing costs.

All amendments to be applied prospectively.
The effective date of the amendment is for years beginning on or after 01 April 2014.
The municipality has early adopted this standard for the 2013/14 financial period.

It is unlikely that the amendment will have a material impact on the municipality's annual financial
statements.

2.3.Going concern assumption

These annual financial statements have been prepared based on the expectation that the
municipality will continue to operate as a going concern for at least the next 12 months.

2.4. Post retirement benefits

The present value of the post retirement obligation depends on a number of factors that are
determined on an actuarial basis using a number of assumptions. The assumptions used in
determining the net cost (income} include the discount rate. Any changes in these assumptions will
impact on the carrying amount of post retirement obligations.

The municipality determines the appropriate discount rate at the end of each year. This is the
interest rate that should be used to determine the present value of estimated future cash outflows
expected to be required to settle the pension obligations. The most appropriate discount rate that
reflects the time value of money is with reference to market yields at the reporting date on
government bonds. Where there is no deep market in government bonds with a sufficiently long
maturity to match the estimated maturity of all the benefit payments, the municipality uses current
market rates of the appropriate term to discount shorter term payments, and estimates the discount
rate for longer maturities by extrapolating current market rates along the yield curve.

Other key assumptions for pension obligations are based on current market conditions. Additional
information is disclosed in Note .

Effective interest rate

The municipality used the government bond rate to discount future cash flows.
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Accounting Policies

Allowance for impairment

For receivables an impairment loss is recognised in surplus and deficit when there is objective
evidence that it is impaired. The impairment is measured as the difference between the receivables
carrying amount and the present value of estimated future cash flows discounted at the effective
interest rate, computed at initial recognition.

2.5.Investment property

Investment property is property (land or a building - or part of a building - or both) held to earn
rentals or for capital appreciation or both, rather than for: use in the production or supply of goods
or services; or administrative purposes; or sale in the ordinary course of operations.

Investment property is recognised as an asset when, it is probable that the future economic benefits
or service potential that are associated with the investment property will flow to the municipality,
and the cost or fair value can be measured reliably.

Investment property is initially recognised at cost. Transaction costs are included in the initial
measurement.

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

Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part
of, or service a property. If a replacement part is recognised in the carrying amount of the
investment property, the carrying amount of the replaced part is derecognised.

Cost model

Subsequent to initial measurement investment property is carried at cost less accumulated
depreciation and any accumulated impairment losses.

Depreciation is provided to write down the cost, less estimated residual value, on a straight line
basis over the useful life of the property, which is as follows:

Item Useful life Property - buildings x years

Investment property is derecognised on disposal or when the investment property is permanently
withdrawn from use and no future economic benefits or service potential are expected from its
disposal.

The gain or loss arising from the derecognition of investment property is determined as the
difference between the net disposal proceeds and the carrying amount of the asset. Such difference
is recognised in surplus or deficit when the asset is derecognised.

Compensation from third parties for investment property that was impaired, lost or given up is
recognised in surplus or deficit when the compensation becomes receivable.

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

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

Property, plant and equipment are initially recognised 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 management. Trade discounts and rebates are deducted in
arriving at the cost.

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of
acquisition.

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 asset acquired is
initially measured at fair value (the cost), unless the fair value of neither the asset received nor the
asset given up is reliably measurable. If the acquired item is not measured at fair value, it's cost is
measured at the carrying amount of the asset given up.

When significant components 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,

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

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

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases
when the item is in the location and condition necessary for it to be capable of operating in the
manner intended by management.

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

Major inspection costs which are a condition of continuing use of an item of property, plant and
equipment and which meet the recognition criteria above are included as a replacement in the cost




UMZINYATHI DISTRICT MUNICIPALITY
Annual Financial Statements for the year ended 30 June 2015

Accounting Policies

of the item of property, plant and equipment. Any remaining inspection costs from the previous
inspection are derecognised.

Property, plant and equipment are carried at cost less accumulated depreciation and any
impairment losses.

Property, plant and eguipment are depreciated on a straight line basis over their expected useful
lives to their estimated residual value. The annual depreciation rates are based on the following
estimated average asset lives;

Infrastructure Years
Roads and Paving 30
Pedestrian Malls 30
Electricity 20-80
Water 15-100
Watercraft 15
Community

Buildings 30
Recreational Facilities 20-30
Security 5
Other

Buildings 25
Specialists vehicles 10
Other vehicles 4
Office Equipment 5
Furniture and Fittings 7-10
Watercraft 15

Bins and containers 5
Specialised plant and equipment 10-15

Other items of plants and equipment

Landfill sites 15



UMZINYATHI DISTRICT MUNICIPALITY
Annual Financial Statements for the year ended 30 June 2015

Accounting Policies

The residual vaiue, the useful life of an asset and the depreciation method is reviewed
annually and any changes are recognised as a change in accounting estimate in the Statement of
Financial Performance.

The useful lives of items of property, plant and equipment have been assessed as follows:
Item Average useful life Buildings x years

The residual value, useful life and depreciation method of each asset are reviewed at the end of
each reporting date. If the expectations differ from previous estimates, the change is accounted for
as a change in accounting estimate.

Reviewing the useful life of an asset on an annual basis does not require the municipality to amend
the previous estimate unless expectations differ from the previous estimate.

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

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

Items of property, plant and equipment are derecognised when the asset is disposed of or when
there are no further economic benefits or service potential expected from the use of the asset.

The gain or loss arising from the derecognition of an item of property, plant and equipment is
included in surplus or deficit when the item is derecognised. The gain or loss arising from the
derecognition of an item of property, plant and equipment is determined as the difference between
the net disposal proceeds, if any, and the carrying amount of the item.

Site restoration and dismantling cost

The municipality has an obligation to dismantle, remove and restore items of property, plant and
equipment. Such obligations are referred to as ‘decommissioning, restoration and similar liabilities’.
The cost of an item of property, plant and equipment includes the initial estimate of the costs of
dismantling and removing the item and restoring the site on which it is located, the obligation for
which the municipality incurs either when the item is acquired or as a consequence of having used
the item during a particular period for purposes other than to produce inventories during that
period.

Site restoration and dismantling cost (continued)

If the related asset is measured using the cost model: (a) subject to (b), changes in the liability are
added to, or deducted from, the cost of the related asset in the current period; (b} if a decrease in
the liability exceeds the carrying amount of the asset, the excess is recognised immediately in
surplus or deficit; and (c) if the adjustment results in an addition to the cost of an asset, the
municipality considers whether this is an indication that the new carrying amount of the asset may
not be fully recoverable. If it is such an indication, the asset is tested for impairment by estimating its
recoverable amount or recoverable service amount, and any impairment loss is recognised in
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accordance with the accounting policy on impairment of cash-generating assets and/or impairment
of non-cash-generating assets.

2.7.Intangible assets

An asset is identifiable if it either: 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 assets or liability, regardless of whether the municipality intends
to do so; or arises from binding arrangements (including rights from contracts), regardless of
whether those rights are transferable or separable from the municipality or from other rights and
obligations.

A binding arrangement describes an arrangement that confers similar rights and obligations on the
parties to it as if it were in the form of a contract.

An intangible asset is recognised 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 can be measured reliably.

The municipality assesses the probability of expected future economic benefits or service potential
using reasonable and supportable assumptions that represent management’s best estimate of the
set of economic conditions that will exist over the useful life of the asset.

Intangible assets are initially recognised at cost.

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

Expenditure on research (or on the research phase of an internal project) is recognised as an
expense when it is incurred.

An intangible asset arising from development (or from the development phase of an internal
project) is recognised when: it is technically feasible to complete the asset so that it will be available
for use or sale; there is an intention to complete and use or sell it; there is an ability to use or sell it;
it will generate probable future economic benefits or service potential; there are available technical,
financial and other resources to complete the development and to use or sell the asset; and the
expenditure attributable to the asset during its development can be measured reliably.

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses.

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

The amortisation period and the amortisation method for intangible assets are reviewed at each
reporting date.
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Reassessing the useful life of an intangible asset with a finite useful life after it was classified as
indefinite is an indicator that the asset may be impaired. As a result the asset is tested for
impairment and the remaining carrying amount is amortised over its useful life.

Intangible assets (continued)

Internally generated brands, mastheads, publishing titles, customer lists and items similar in
substance are not recognised as intangible assets.

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

Item Useful life Computer software x years

Intangible assets are derecognised: on disposal; or when no future economic benefits or service
potential are expected from its use or disposal.

The gain or loss arising from the derecognition of an intangible asset is determined as the difference
between the net disposal proceeds, if any, and the carrying amount of the intangible asset. Such
difference is recognised in surplus or deficit when the intangible asset is derecognised.

2.8.Leases

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental
to ownership. A lease is classified as an operating lease if it does not transfer substantially all the
risks and rewards incidental to ownership.

When a lease includes both land and building elements, the municipality assesses the classification
of each element separately.

Finance leases - lessor

The municipality recognises finance lease receivables as assets in the statement of financial position.
Such assets are presented as a receivable at an amount equal to the net investment in the lease.

Finance revenue is recognised based on a pattern reflecting a constant periodic rate of return on the
municipality’s net investment in the finance lease.

Finance leases - lessee

Finance leases are recognised as assets and liabilities in the statement of financial position at
amounts equal to the fair value of the leased property or, if lower, the present value of the
minimum |ease payments. The corresponding liability to the lessor is included in the statement of
financial position as a finance lease obligation.

The discount rate used in calculating the present value of the minimum lease payments is the
municipality's incremental borrowing rate.

Minimum lease payments are apportioned between the finance charge and reduction of the
outstanding liability. The finance charge is allocated to each period during the lease term so as to
produce a constant periodic rate of on the remaining balance of the liability.
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Any contingent rents are recognised separately as an expense in the peried in which they are
incurred.

Operating leases - lessor

Operating lease revenue is recognised as revenue on a straight-line basis over the lease term. The
difference between the amounts recognised as revenue and the contractual receipts are recognised
as an operating lease asset or liability.

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying
amount of the leased asset and recognised as an expense over the lease term on the same basis as
the lease revenue.

The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term
on a straight-line basis.

Any contingent rents are recognised separately as revenue in the period in which they are received.
Operating leases - lessee

Operating lease payments are recognised as an expense on a straight-line basis over the lease term.
The difference between the amounts recognised as an expense and the contractual payments are
recognised as an operating lease asset or liability.

The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease
term on a straight-line basis over the lease term.

Any contingent rents are recognised separately as an expense in the period in which they are
incurred.

2.9.Employee benefits
Short-term employee benefits

Short-term employee benefits are employee benefits (other than termination benefits) that are due
to be settled within twelve months after the end of the period in which the employees render the
related service.

Short-term employee benefits include items such as: wages, salaries and social security
contributions; short-term compensated absences {such as paid annual leave and paid sick leave)
where the compensation for the absences is due to be settled within twelve months after the end of
the reporting period in which the employees render the related employee service; bonus, incentive
and performance related payments payable within twelve months after the end of the reporting
period in which the employees render the related service; and non-monetary benefits (for example,
medical care, and free or subsidised goods or services such as housing, cars and cellphones) for
current employees.

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
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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.

The expected cost of compensated absences is recognised as an expense as the employees render
services that increase their entitlement or, in the case of non-accumulating absences, when the
absence occurs. The municipality measures the expected cost of accumulating compensated
absences as the additional amount that the municipality expects to pay as a result of the unused
entitlement that has accumulated at the reporting date.

The municipality recognises the expected cost of bonus, incentive and performance related
payments when the municipality has a present legal or constructive obligation to make such
payments as a result of past events and a reliable estimate of the obligation can be made. A present
obligation exists when the municipality has no realistic alternative but to make the payments.

Post-employment benefits

Post-employment benefits are employee benefits (other than termination benefits) which are
payable after the completion of employment.

Post-employment benefit plans are formal or informal arrangements under which the municipality
provides post-employment benefits for one or more employees.

Multi-employer plans are defined contribution plans {other than state plans and composite social
security programmes) or defined benefit plans (other than state plans) that pool the assets
contributed by various entities that are not under common control and use those assets to provide
benefits to employees of more than one entity, on the basis that contribution and benefit levels are
determined without regard to the identity of the entity that employs the employees concerned.

Multi-employer plans and/or State plans and/or Composite social security programmes

The municipality classifies a multi-employer plan and/or state plans and/or composite social security
programmes as a defined contribution plan or a defined benefit plan under the terms of the plan
(including any constructive obligation that goes beyond the formal terms).

Where a plan is a defined contribution plan, the municipality accounts for in the same way as for any
other defined contribution plan.

Where a plan is a defined benefit plan, the municipality accounts for its proportionate share of the
defined benefit obligation, plan assets and cost associated with the plan in the same way as for any
other defined benefit plan.

When sufficient information is not available to use defined benefit accounting for a plan, that is a
defined benefit plan, the municipality accounts for the plan as if it was a defined contribution plan.

Post-employment benefits: Defined contribution plans
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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 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.

When an employee has rendered service to the municipality during a reporting period, the
municipality recognises the contribution payable to a defined contribution plan in exchange for that
service: as a liability (accrued expense), after deducting any contribution already paid. If the
contribution already paid exceeds the contribution due for service before the reporting date, 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 contribution in the cost of an asset.

Where contributions to a defined contribution plan do not fall due wholly within twelve months
after the end of the reporting period in which the employees render the related service, they are
discounted. The rate used to discount reflects the time value of money. The currency and term of
the financial instrument selected to reflect the time value of money is consistent with the currency
and estimated term of the obligation.

Post-employment benefits: Defined benefit plans
Defined benefit plans are post-employment benefit plans other than defined contribution plans.

Actuarial gains and losses comprise experience adjustments (the effects of differences between the
previous actuarial assumptions and what has actually occurred) and the effects of changes in
actuarial assumptions. In measuring its defined benefit liability the municipality recognises actuarial
gains and losses in surplus or deficit in the reporting period in which they occur.

Current service cost is the increase in the present value of the defined benefit obligation resulting
from employee service in the current period.

Interest cost is the increase during a period in the present value of a defined benefit obligation
which arises because the benefits are one period closer to settlement.

Past service cost is the change in the present value of the defined benefit obligation for employee
service in prior periods, resulting in the current period from the introduction of, or changes to, post-
employment benefits or other long-term employee benefits. Past service cost may be either positive
{when benefits are introduced or changed so that the present value of the defined benefit obligation
increases) or negative {when existing benefits are changed so that the present value of the defined
benefit obligation decreases). In measuring its defined benefit liability the municipality recognises
past service cost as an expense in the reporting period in which the plan is amended.

Plan assets comprise assets held by a long-term employee benefit fund and qualifying insurance
policies.

The present value of a defined benefit obligation is the present value, without deducting any plan
assets, of expected future payments required to settle the obligation resulting from employee
service in the current and prior periods.
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The return on plan assets is interest, dividends or similar distributions and other revenue derived
from the plan assets, together with realised and unrealised gains or losses on the plan assets, less
any costs of administering the plan (other than those included in the actuarial assumptions used to
measure the defined benefit obligation) and less any tax payable by the plan itself.

The amount recognised as a defined benefit liability is the net total of the following amounts: 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; plus any
liability that may arise as a result of @ minimum funding requirement

The amount determined as a defined benefit liability may be negative (an asset). The municipality
measures the resulting asset at the lower of: the amount determined above; and the present value
of any economic benefits available in the form of refunds from the plan or reductions in future
contributions to the plan. The present value of these economic benefits is determined using a
discount rate which reflects the time value of money.

Any adjustments arising from the limit above is recognised in surplus or deficit.

The municipality determine the present value of defined benefit obligations and the fair value of any
plan assets with sufficient regularity such that the amounts recognised in the annual financial
statements do not differ materially from the amounts that would be determined at the reporting
date.

The municipality recognises the net total of the following amounts in surplus or deficit, except to the
extent that another Standard requires or permits their inclusion in the cost of an asset:

e current service cost;

e interest cost;

* the expected return on any plan assets and on any reimbursement rights;

* actuarial gains and losses, which is recognised immediately;

® past service cost, which is recognised immediately;

» the effect of any curtailments or settlements; and

* the effect of applying the limit on a defined benefit asset (negative defined benefit liability).

The municipality uses the Projected Unit Credit Method to determine the present value of its
defined benefit obligations and the related current service cost and, where applicable, past service
cost. The Projected Unit Credit Method (sometimes known as the accrued benefit method pro-rated
on service or as the benefit/years of service method) sees each period of service as giving rise to an
additional unit of benefit entitlement and measures each unit separately to build up the final
obligation.

In determining the present value of its defined benefit obligations and the related current service
cost and, where applicable, past service cost, the municipality attributes benefit to periods of service
under the plan’s benefit formula. However, if an employee’s service in later years will lead to a
materially higher level of benefit than in earlier years, the municipality attributes benefit on a
straight-line basis from: the date when service by the employee first leads to benefits under the
plan (whether or not the benefits are conditional on further service); until the date when further
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service by the employee will lead to no material amount of further benefits under the plan, other
than from further salary increases.

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each
plan. The results of the valuation are updated for any material transactions and other material
changes in circumstances {including changes in market prices and interest rates) up to the reporting
date.

The municipality recognises gains or losses on the curtailment or settlement of a defined benefit
plan when the curtailment or settlement occurs. The gain or loss on a curtailment or settlement
comprises: any resulting change in the present value of the defined benefit obligation; and any
resulting change in the fair value of the plan assets.

Before determining the effect of a curtailment or settlement, the municipality re-measures the
obligation (and the related plan assets, if any) using current actuarial assumptions (including current
market interest rates and other current market prices).

When it is virtually certain that another party will reimburse some or all of the expenditure required
to settle a defined benefit obligation, the right to reimbursement is recognised as a separate asset.
The asset is measured at fair value. In all other respects, the asset is treated in the same way as plan
assets. In surplus or deficit, the expense relating to a defined benefit plan is presented as the net of
the amount recognised for a reimbursement.

The municipality offsets an asset relating to one plan against a liability relating to another plan when
the municipality has a legally enforceable right to use a surplus in one plan to settle obligations
under the other plan and intends either to settle the obligations on a net basis, or to realise the
surplus in one plan and settle its obligation under the other plan simultaneously.

Actuarial assumptions
Actuarial assumptions are unbiased and mutually compatible.

Financial assumptions are based on market expectations, at the reporting date, for the period over
which the obligations are to be settled.

The rate used to discount post-employment benefit obligations (both funded and unfunded) reflect
the time value of money. The currency and term of the financial instrument selected to reflect the
time value of money is consistent with the currency and estimated term of the post-employment
benefit obligations.

Post-employment benefit obligations are measured on a basis that reflects:

* estimated future salary increases; the benefits set out in the terms of the plan {or resulting
from any constructive obligation that goes beyond those terms) at the reporting date; and

* estimated future changes in the level of any state benefits that affect the benefits payable
under a defined benefit plan, if, and only if, either:

* those changes were enacted before the reporting date; or
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¢ past history, or other reliable evidence, indicates that those state benefits will change in
some predictable manner, for example, in line with future changes in general price levels or
general salary levels.

Assumptions about medical costs take account of estimated future changes in the cost of medical
services, resulting from both inflation and specific changes in medicai costs.

Other long-term employee benefits

The municipality has an obligation to provide long-term service allowance benefits to all of its
employees. According to the rules of the long-term service allowance scheme, which the
municipality instituted and operates, an employee (who is on the current conditions of service), is
entitled to a cash allowance, calculated in terms of the rules of the scheme, after 10, 15, 20, 25 and
30 years of continued service.

The municipality’s liability is based on an actuarial valuation, The Projected Unit Credit Method is
used to value the liabilities. Actuarial gains and losses on the long-term service awards are
recognised in the statement of financial performance.

The amount recognised as a liability for long-term service awards is the net total of the following
amounts:

¢ 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.

The municipality recognises the net total of the following amounts as expense or revenue, except to
the extent that another Standard requires or permits their inclusion in the cost of an asset:

® current service cost;

e interest cost;

* the expected return on any plan assets and on any reimbursement right recognised as an
asset;

* actuarial gains and losses, which is recognised immediately:

® past service cost, which is recognised immediately; and

» the effect of any curtailments or settlements.

Termination benefits

The municipality recognises termination benefits as a liability and an expense when the municipality
is demonstrably committed to either:

* terminate the employment of an employee or group of employees before the normal
retirement date; or

¢ provide termination benefits as a result of an offer made in order to encourage voluntary
redundancy.
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The municipality is demonstrably committed to a termination when the municipality has a detailed
formal plan for the termination and is without realistic possibility of withdrawal. The detailed plan
includes [as a minimum]:

» the location, function, and approximate number of employees whose services are to be
terminated;

» the termination benefits for each job classification or function; and

¢ the time at which the plan will be implemented.

Implementation begins as soon as possible and the period of time to complete implementation is
such that material changes to the plan are not likely.

Where termination benefits fall due more than twelve months after the reporting date, they are
discounted using an appropriate discount rate. The rate used to discount the benefit reflects the
time value of money. The currency and term of the financial instrument selected to reflect the time
value of money is consistent with the currency and estimated term of the benefit.

In the case of an offer made to encourage voluntary redundancy, the measurement of termination
benefits is based on the number of employees expected to accept the offer.

2.10. Provisions and contingencies
Provisions are recognised when:

* the municipality has a present obligation as a result of a past event;

* itis probable that an outflow of resources embodying economic benefits or service potential
will be required to settie the obligation; and

* areliable estimate can be made of the obligation.

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

Where the effect of time value of money is material, the amount of a provision is the present value
of the expenditures expected to be required to settle the obligation.

The discount rate is a pre-tax rate that reflects current market assessments of the time value of
money and the risks specific to the liability.

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by
another party, the reimbursement is recognised when, and only when, it is virtually certain that
reimbursement will be received if the municipality settles the obligation. The reimbursement is
treated as a separate asset. The amount recognised for the reimbursement does not exceed the
amount of the provision.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate.
Provisions are reversed if it is no longer probable that an outflow of resources embodying economic
benefits or service potential will be required, to settle the obligation.
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Where discounting is used, the carrying amount of a provision increases in each peried to reflect the
passage of time. This increase is recognised as an interest expense.

A provision is used only for expenditures for which the provision was originally recognised.
Provisions are not recognised for future operating expenditure.

If the municipality has a contract that is onerous, the present obligation {net of recoveries) under the
contract is recognised and measured as a provision.

A constructive obligation to restructure arises only when the municipality: has a detailed formal
plan for the restructuring, identifying at least: - the activity/operating unit or part of a
activity/operating unit concerned; - the principal locations affected; - the location, function, and
approximate number of employees who will be compensated for services being terminated; - the
expenditures that will be undertaken; and - when the plan will be implemented; and 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.

A restructuring provision includes only the direct expenditures arising from the restructuring, which
are those that are both:

* necessarily entailed by the restructuring; and
* not associated with the ongoing activities of the municipality

A contingent asset is a possible asset that arises from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future events not
wholly within the control of the municipality.

A contingent liability:

¢ a possible obligation that arises from past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or more uncertain future events not wholly
within the control of the municipality; or

* a present obligation that arises from past events but is not recognised because: - it is not
probable than an outflow of resources embodying economic benefits or service potential
will be required to settle the obligation; - the amount of the obligation cannot be measured
with sufficient reliability.

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note .
2.11. Revenue from exchange transactions

Revenue is the gross inflow of economic benefits or service potential during the reporting period
when those inflows result in an increase in net assets, other than increases relating to contributions
from owners.

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

Revenue is measured at the fair value of the consideration received or receivable, net of trade
discounts and volume rebates.

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

* the municipality has transferred to the purchaser the significant risks and rewards of
ownership of the goods;

¢ the municipality retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the goods sold;

*  the amount of revenue can be measured reliably;

e it is probable that the economic benefits or service potential associated with the transaction
will flow to the municipality; and the costs incurred or to be incurred in respect of the

Gifts and donations, including goods in-kind

Gifts and donations, including goods in kind, are recognised as assets and revenue when it is
probable that the future economic benefits or service potential will flow to the municipality and the
fair value of the assets can be measured reliably.

2.12. Services in-kind

Services in-kind are not recognised.

Revenue comprises gross inflows of economic benefits or service potential received and receivable
by the municipality, which represents an increase in net assets, other than increases relating to
contributions from owners.

Conditions on transferred assets are stipulations that specify that the future economic benefits or
service potential embodied in the asset is required to be consumed by the recipient as specified or
future economic benefits or service potential must be returned to the transferor.

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange
transaction, the municipality either receives value from another entity without directly giving
approximately equal value in exchange, or gives value to another entity without directly receiving
approximately equal value in exchange.

Restrictions on transferred assets are stipulations that limit or direct the purposes for which a
transferred asset may be used, but do not specify that future economic benefits or service potential
is required to be returned to the transferor if not deployed as specified.

Stipulations on transferred assets are terms in laws or regulation, or a binding arrangement,
imposed upon the use of a transferred asset by entities external to the municipality.

The taxable event is the event that the government, legislature or other authority has determined
will be subject to taxation.
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Taxes are economic benefits or service potential compulsorily paid or payable to entities, in
accordance with laws and or regulations, established to provide revenue to government. Taxes do
not include fines or other penalties imposed for breaches of the law.

Transfers are inflows of future economic benefits or service potential from non-exchange
transactions, other than taxes.

Recognition

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as
revenue, except to the extent that a liability is also recognised in respect of the same inflow.

As the municipality satisfies a present obligation recognised as a liability in respect of an inflow of
resources from a non-exchange transaction recognised as an asset, it reduces the carrying amount of
the liability recognised and recognises an amount of revenue equal to that reduction.

Revenue received from conditional grants, donations and funding are recognised as revenue to the
extent that the municipality has complied with any of the criteria, conditions or obligations
embodied in the agreement. To the extent that the criteria, conditions or obligations have not been
met a liability is recognised.

Measurement

Revenue from a non-exchange transaction is measured at the amount of the increase in net assets
recognised by the municipality.

When, as a result of a non-exchange transaction, the municipality recognises an asset, it also
recognises revenue equivalent to the amount of the asset measured at its fair value as at the date of
acquisition, unless it is also required to recognise a liability. Where a liability is required to be
recognised it will be measured as the best estimate of the amount required to settle the obligation
at the reporting date, and the amount of the increase in net assets, if any, recoghised 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 is recognised as revenue.

Transfers

Apart from services in kind, which are not recognised, the municipality recognises an asset in respect
of transfers when the transferred resources meet the definition of an asset and satisfy the criteria
for recognition as an asset.

Transferred assets are measured at their fair value as at the date of acquisition.

2.13. Collection charges and penalties

Collection charges and penalty interest is recognised when:
s it s probable that the economic benefits or service potential associated with the transaction will flow ta the
municipality; and
the amount of the revenue can be measured reliably; and
to the extent that there has been compliance with the relevant legal requirements {if applicable).

Fines are recognised as revenue when the receivable meets the definition of an asset and satisfies the criteria for
recognition as an asset.

The municipality makes use of estimates to determine the amount of revenue that it is entitled to collect. Where
settlement discounts or reductions in the amount payable are offered, the municipality considers past history In assessing
the likelihoed of these discounts or reductions being taken up by debtors.
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Where the municipality collects fines In the capacity of an agent, the fines will not be revenue of the municipality.

2.14, Gifts and donations, including goods in-kind

Gifts and donations, including goods in kind, are recognised as assets and revenue when it is probable that the future
economic benefits or service potential will flow to the municipality and the fair value of the assets can be measured
reliably.

2.15. Services in-kind

Services in-kind are not recognised.

2.16. Concessionary loans received

A concessionary loan is a loan granted to or received by the municipality on terms that are not market related.

The portion of the |oan that is repayable, along with any interest payments, is an exchange transaction and is accounted
for in accordance with the Standard of GRAP on Financial Instruments. The off-market portion of the loan is a non-
exchange transaction. The off-market portion of the loan that is recognised as non-exchange revenue is calculated as the
difference between the proceeds received from the loan, and the present value of the contractual cash flows of the loan,
discounted using a market related rate of interest.

The recognition of revenue is determined by the nature of any conditions that exist in the loan agreement that may give
rise to a liability. Where a liability exists the municipality recognises revenue as and when it satisfies the conditions of the
loan agreement.

2.17. Borrowing costs
Borrowing costs are recognised as an expense in the period in which they are incurred.
2.18. Unauthorised expenditure

Unauthorised expenditure means: overspending of a vote or a main division within a vote; and
expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in
accordance with the purpose of the main division.

All expenditure refating to unauthorised expenditure is recognised as an expense in the statement of
financial performance in the year that the expenditure was incurred. The expenditure is classified in
accordance with the nature of the expense, and where recovered, it is subsequently accounted for
as revenue in the statement of financial performance.

2.19, Fruitless and wasteful expenditure

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

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the
statement of financial performance in the year that the expenditure was incurred. The expenditure
is classified in accordance with the nature of the expense, and where recovered, it is subsequently
accounted for as revenue in the statement of financial performance.

2.20, Irregular expenditure
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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), and the Public Office Bearers Act
(Act No. 20 of 1998) or is in contravention of the municipality’s supply chain management policy.
Irregular expenditure excludes unauthorised expenditure.

All expenditure relating to irregular expenditure is recognised as an expense in the statement of
financial performance in the year that the expenditure was incurred. The expenditure is classified in
accordance with the nature of the expense, and where recovered, it is subsequently accounted for
as revenue in the statement of financial performance.

2.21. Grants in aid

The municipality transfers money to individuals, organisations and other sectors of government from
time to time. When making these transfers, the municipality does not: receive any goods or services
directly in return, as would be expected in a purchase or sale transaction; expect to be repaid in
future; or expect a financial return, as would be expected from an investment.

These transfers are recognised in the statement of financial performance as expenses in the period
that the events giving raise to the transfer occurred.

2.22. Commitments

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

Commitments are not recognised in the statement of financial position as a liability, but are included
in the disclosure notes in the following cases:

= approved and contracted commitments;

* where the expenditure has been approved and the contract has been awarded at the
reporting date; and

* where disclosure is required by a specific standard of GRAP.

2.23. Budget information

The approved budget is prepared on the accrual basis and presented by economic classification
linked to performance outcome objectives.

The approved budget covers the fiscal period from 2013/07/01 to 2014/06/30.

The annual financial statements and the budget are on the same basis of accounting therefore a
comparison with the budgeted amounts for the reporting period have been included in the
Statement of comparison of budget and actual amounts.

2.24, Related parties

The municipality (in this standard referred to as the reporting entity) applies this standard in:
¢ identifying related party relationships and transactions;
* Identifying outstanding balances, including commitments, between the municipality and its
related parties;
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* identifying the circumstances in which disclosure of the items in bullet one and two is
required; and
® determining the disclosures to be made about those items.
This standard requires disclosure of related party relationships, transactions and outstanding
balances, including commitments, in the consolidated and separate financial statements of the
reporting entity in accordance with the Standard of GRAP on Consolidated and Separate Financial
Statements. This standard also applies to individual annual financial statements.

Disclosure of related party transactions, outstanding balances, including commitments, and
relationships with related parties may affect users’ assessments of the financial position and
performance of the reporting entity and its ability to deliver agreed services, including assessments
of the risks and opportunities facing the entity. This disclosure also ensures that the reporting entity
is transparent about its dealings with related parties.

The standard states that a related party is a person or an entity with the ability to control or jointly
control the other party, or exercise significant influence over the other party, or vice versa, or an
entity that is subject to common control, or joint control. As a minimum, the following are regarded
as related parties of the reporting entity:
* A person or a close member of that person’s family is related to the reporting entity if that

person:

- has control or joint control over the reporting entity;

- has significant influence over the reporting entity;

- is a member of the management of the entity or its controlling entity.

® Anentity is related to the reporting entity 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 controlled entity is related to the others);

- one entity is an associate or joint venture of the other entity {or an associate or joint

venture of a member of

an economic entity of which the other entity is a member);

- both entities are joint ventures of the same third party;

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

entity;

- the entity is a post-employment benefit plan for the benefit of employees of either the

entity or an entity related to the entity. 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); and

- a person identified in (a){i) has significant influence over that entity or is a member of the

management of that entity {or its controlling entity).

The standard states that a related party transaction is a transfer of resources, services or obligations
between the reporting entity and a related party, regardless of whether a price is charged.
The standard elaborates on the definitions and identification of:

¢ Close member of the family of a person;

*  Management;

¢ Related parties;

¢ Remuneration; and
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¢ Significant influence

The standard sets out the requirements, inter alia, for the disclosure of:
e control;
¢ related party transactions; and
* remuneration of management.

Only transactions with related parties where the transactions are not concluded within normal
operating procedures or on terms that are not no more or no less favourable than the terms it would
use to conclude transactions with another entity or person are disclosed.

The standard requires that remuneration of management must be disclosed per person and in
aggregate.

The standard has been approved by the Accounting Standards Board but its effective date has not
yet been determined by the Minister of Finance.

The municipality expects to adopt the standard for the first time once it becomes effective.
It is unlikely that the standard will have a material impact on the municipality’s annual financial
statements.

2.25, Events after the reporting date

Events after the reporting date that are classified as adjusting events have been accounted for in the
financial statements.

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

2.26. Transfer of functions between entities not under common control

A transfer of functions is the reorganisation and/or the re-allocation of functions between entities by
transferring functions between entities or into another municipality.

Not under common control - For a transaction or event to occur between entities not under
common control, the transaction or event needs to be undertaken between entities not within the
same sphere of government or between entities that are not part of the same economic entity.
Entities that are not ultimately controlled by the same entity before and after the transfer of
functions are not within the same economic entity.

The acquiree's identifiable assets, liabilities and contingent liabilities which meet the recognition
conditions are recognised at their fair values at acquisition date, except for non-current assets (or
disposal groups) that are classified as held-for-sale in accordance with the Standard of GRAP on Non-
current Assets Held-For-Sale and Discontinued Operations, which are recognised at fair value less
costs to sell.

Assets and liabilities, which cannot be measured reliably, are recorded at provisional amounts which
are finalised within 24 months of the acquisition date.
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Contingent liabilities are only included in the identifiable assets and liabilities of the acquiree where
there is a present obligation at acquisition date.

The excess is determined as the consideration paid, plus the fair value of any interest held prior to
obtaining control, plus non-controlling interest less the fair value of the identifiable assets and
liabilities of the acquiree.

2,27, Impairment of cash-generating assets

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

When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it
generates a commercial return.

Identification

When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired.
The municipality assesses at each reporting date whether there is any indication that a cash-
generating asset may be impaired. If any such indication exists, the municipality estimates the
recoverable amount of the asset.

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

Value in use

Value in use of a cash-generating asset is the present value of the estimated future cash flows
expected to be derived from the continuing use of an asset and from its disposal at the end of its
useful life.

When estimating the value in use of an asset, the municipality estimates the future cash inflows and
outflows to be derived from continuing use of the asset and from its ultimate disposal and the
municipality applies the appropriate discount rate to those future cash flows.

Discount rate

The discount rate is a pre-tax rate that reflects current market assessments of the time value of
money, represented by the current risk-free rate of interest and the risks specific to the asset for
which the future cash flow estimates have not been adjusted.

Recognition and measurement (individual asset})
If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying

amount of the asset is reduced to its recoverable amount. This reduction is an impairment loss.

An impairment loss is recognised immediately in surplus or deficit.
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After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-
generating asset is adjusted in future periods to allocate the cash-generating asset’s revised carrying
amount, less its residual value (if any), on a systematic basis over its remaining useful life.

Cash-generating units

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the
individual asset. If it is not possible to estimate the recoverable amount of the individual asset, the
municipality determines the recoverable amount of the cash-generating unit to which the asset
belongs (the asset's cash-generating unit).
If an active market exists for the output produced by an asset or group of assets, that asset or group
of assets is identified as a cash-generating unit, even if some or all of the output is used internally. If
the cash inflows generated by any asset or cash generating unit are affected by internal transfer
pricing, the municipality uses management's best estimate of future price(s} that could be achieved
in arm's length transactions in estimating:

the future cash inflows used to determine the asset's or cash-generating unit's value in use; and

the future cash outflows used to determine the value in use of any other assets or cash-generating
units that are affected by the internal transfer pricing.

Cash-generating units are identified consistently from period to period for the same asset or types of
assets, unless a change is justified.

The carrying amount of a cash-generating unit is determined on a basis consistent with the way the
recoverable amount of the cash-generating unit is determined.

An impairment loss is recognised for a cash-generating unit if the recoverable amount of the unit is
less than the carrying amount of the unit. The impairment is allocated to reduce the carrying amount
of the cash-generating assets of the unit on a pro rata basis, based on the carrying amount of each
asset in the unit. These reductions in carrying amounts are treated as impairment losses on
individual assets.

In allocating an impairment loss, the municipality does not reduce the carrying amount of an asset
below the highest of:

. its fair value less costs to sell (if determinable);

® jtsvalue in use (if determinable); and

®  zero.

The amount of the impairment loss that would otherwise have been allocated to the asset is
allocated pro rata to the other cash-generating assets of the unit.

Where a non-cash-generating asset contributes to a cash-generating unit, a proportion of the
carrying amount of that noncash-generating asset is alocated to the carrying amount of the cash-
generating unit prior to estimation of the recoverable amount of the cash-generating unit.

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

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has
been a change in the estimates used to determine the asset’s recoverable amount since the last
impairment loss was recognised. The carrying amount of the asset is increased to its recoverable
amount. The increase is a reversal of an impairment loss. 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.

A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or
deficit.

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

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets
of the unit pro rata with the carrying amounts of those assets. These increases in carrying amounts
are treated as reversals of impairment losses for individual assets. No part of the amount of such a
reversal is allocated to a non-cash-generating asset contributing service potential to a cash-
generating unit.
In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an
asset is not increased above the lower of:

its recoverable amount {if determinable); and

the carrying amount that would have been determined {net of amortisation or depreciation) had no
impairment loss been recognised for the asset in prior periods.

The amount of the reversal of the impairment loss that would otherwise have been allocated to the
asset is allocated pro rata to the other assets of the unit.

2.28. Impairment of non-cash-generating assets

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

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it
is impaired,

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

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

Value in use

Value in use of non-cash-generating assets is the present value of the non-cash-generating assets
remaining service potential.

The present value of the remaining service potential of a non-cash-generating asset is determined
using the following approach:

Depreciated replacement cost approach

The present value of the remaining service potential of a non-cash-generating 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.

The replacement cost and reproduction cost of an asset is determined on an “optimised” basis. The
rationale is that the municipality would not replace or reproduce the asset with a like asset if the
asset to be replaced or reproduced is an overdesigned or overcapacity asset. Overdesigned assets
contain features which are unnecessary for the goods or services the asset provides. Overcapacity
assets are assets that have a greater capacity than is necessary to meet the demand for goods or
services the asset provides. The determination of the replacement cost or reproduction cost of an
asset on an optimised basis thus reflects the service potential required of the asset.

Recognition and measurement

If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable service amount. This reduction is an
impairment loss.

An impairment loss is recognised immediately in surplus or deficit.

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

Reversal of an impairment loss

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

An impairment loss recognised in prior periods for a non-cash-generating 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. The carrying amount of the asset is increased to its
recoverable service amount. The increase is a reversal of an impairment loss.
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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.

A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in
surplus or deficit.

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

2.29, Financial instruments

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

Classification
The municipality has the following types of financial assets (classes and category) as reflected on the
face of the statement of financial position or in the notes thereto:

Class Category

Receivables from exchange transactions Financial asset measured at amortised cost

Receivables from non-exchange transactions Financial asset measured at amortised cost

Cash and cash equivalents Financial asset measured at fair value

The municipality has the following types of financial liabilities (classes and category) as reflected on
the face of the statement of financial position or in the notes thereto:

Class Category

Payables from exchange transactions Financial liability measured at amortised cost
Finance lease obligation Financial liability measured at amortised cost

Bank overdraft Financial liability measured at amortised cost

Initial recognition

The municipality recognises a financial asset or a financial liability in its statement of financial
position when the municipality

becomes a party to the contractual provisions of the instrument.

The municipality recognises financial assets using trade date accounting.

Initial measurement of financial assets and financial liabilities
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The municipality measures a financial asset and financial liability, other than those subsequently
measures at fair value, initially at its fair value plus transaction costs that are directly attributable to
the acquisition or issue of the financial asset or financial liability.
The municipality measures all other financial assets and financial liabiliites initially at fair value.
The municipality first assesses whether the substance of a concessionary loan is in fact a loan. On
initial recognition, the municipality analyses a concessionary loan into its component parts and
accounts for each component separately. The municipality accounts for that part of a concessionary
loan that is:

a social benefit in accordance with the Framework for the Preparation and Presentation of Financial
Statements, where it is the issuer of the loan; or

non-exchange revenue, in accordance with the Standard of GRAP on Revenue from Non-exchange
Transactions (Taxes and Transfers), where it is the recipient of the loan.

Subseguent measurement of financial assets and financial liabilities
The municipality measures all financial assets and financial liabilities after initial recognition using
the following categories:

e Financial instruments at fair value.

e Financial instruments at amortised cost.

¢ Financial instruments at cost.
All financial assets measured at amortised cost, or cost, are subject to an impairment review.
The amortised cost of a financial asset or financial liability is the amount at which the financial asset
or financial liability is measured at initial recognition minus principal repayments, plus or minus the
cumulative amortisation using the effective interest method of any difference between that initial
amount and the maturity amount, and minus any reduction (directly or through the use of an
allowance account) for impairment or uncollectibility in the case of a financial asset.

Fair value measurement considerations

If the market for a financial instrument is not active, the municipality establishes fair value by using a
valuation technique. The objective of using a valuation technique is to establish what the transaction
price would have been on the measurement date in an arm’s length exchange motivated by normal
operating considerations. Valuation techniques include using recent arm’s length market
transactions between knowledgeable, willing parties, if available, reference to the current fair value
of another instrument that is substantially the same, discounted cash flow analysis and option
pricing models. If there Is a valuation technique commonly used by market participants to price the
instrument and that technique has been demonstrated to provide reliable estimates of prices
obtained in actual market transactions, the municipality uses that technique. The chosen valuation
technique makes maximum use of market inputs and relies as little as possible on municipality-
specific inputs. It incorporates all factors that market participants would consider in setting a price
and is consistent with accepted economic methodologies for pricing financial instruments.
Periodically, the municipality calibrates the valuation technique and tests it for validity using prices
from any observable current market transactions in the same instrument (i.e. without modification
or repackaging) or based on any available observable market data.

Short-term receivables and payables are not discounted where the initial credit period granted or
received is consistent with terms used in the public sector, either through established practices or
legislation.
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Gains and losses
A gain or loss arising from a change in the fair value of a financial asset or financial liability measured
at fair value is recognised in surplus or deficit.

For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss is
recognised in surplus or deficit when the financial asset or financial liability is derecognised or
impaired, or through the amortisation process.

Impairment and uncollectibility of financial assets

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

For amounts due to the municipality, significant financial difficulties of the receivable, probability
that the receivable will enter bankruptcy and default of payments are all considered indicators of
impairment,

Financial assets measured at amortised cost:

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

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

Where financial assets are impaired through the use of an allowance account, the amount of the loss
is recognised in surplus or deficit within operating expenses. When such financial assets are written
off, the write off is made against the relevant allowance account. Subsegquent recoveries of amounts
previously written off are credited against operating expenses.

Financial assets measured at cost:

If there is objective evidence that an impairment loss has been incurred on an investment in a
residual interest that is not measured at fair value because its fair value cannot be measured
reliably, the amount of the impairment loss is measured as the difference between the carrying
amount of the financial asset and the present value of estimated future cash flows discounted at the
current market rate of return for a similar financial asset. Such impairment losses are not reversed.

2.30. Derecognition

Financial assets
The municipality derecognises financial assets using trade date accounting.
The municipality derecognises a financial asset only when:
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e the contractual rights to the cash flows from the financial asset expire, are settled or
waived;
e the municipality transfers to another party substantially all of the risks and rewards of
ownership of the financial asset; or
¢ the municipality, despite having retained some significant risks and rewards of ownership
of the financial asset, has transferred control of the asset to another party and the other
party has the practical ability to sell the asset in its entirety to an unrelated third party, and
is able to exercise that ability unilaterally and without needing to impose additional
restrictions on the transfer. In this case, the municipality:
- derecognises the asset; and
. recognises separately any rights and obligations created or retained in
the transfer.
The carrying amount of the transferred asset is allocated between the rights or obligations retained
and those transferred on the basis of their relative fair values at the transfer date. Newly created
rights and obligations are measured at their fair values at that date. Any difference between the
consideration received and the amounts recognised and derecognised is recognised in surplus or
deficit in the period of the transfer.
On derecognition of a financial asset in its entirety, the difference between the carrying amount and
the sum of the consideration received is recognised in surplus or deficit.

2.31, Financial liabilities

The municipality removes a financial liability (or a part of a financial liahility) from its statement of
financial position when it is extinguished - i.e. when the obligation specified in the contract is
discharged, cancelled, expires or waived.

An exchange between an existing borrower and lender of debt instruments with substantially
different terms is accounted for as having extinguished the original financial liability and a new
financial liability is recognised. Similarly, a substantial modification of the terms of an existing
financial liability or a part of it is accounted for as having extinguished the original financial liability
and having recognised a new financial liability.

The difference between the carrying amount of a financial liability {or part of a financial liability)
extinguished or transferred to another party and the consideration paid, including any non-cash
assets transferred or liabilities assumed, is recognised in surplus or deficit. Any liabilities that are
waived, forgiven or assumed by another entity by way of a non-exchange transaction are accounted
for in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions (Taxes
and Transfers).

Changes in accounting policies, estimates and errors

Changes in accounting policies due to adoption of newly effective Standards of GRAP have been
applied retrospectively in accordance with GRAP 3 requirements, except to the extent that it is
impracticable to determine the period-specific effects or the cumulative effect of the change in
policy or where allowed transitional provisions had been adopted. In such cases the municipality
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would restate the opening. The provisions of IGRAP 1 have been applied prospectively in line with
IGRAP

Inventories

Inventories are initially measured at cost except where inventories are acquired through a non-
exchange transaction, then their costs are their fair value as at the date of acquisition.
Subsequently inventories are measured at the lower of cost and net realisable value.

Inventories are measured at the lower of cost and current replacement cost where they are held for;
distribution at no charge or for a nominal charge; or

consumption in the production process of goods to be distributed at no charge or for a nominal
charge.

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

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

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

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

The cost of inventories is assigned using the first-in, first-out (FIFO) formula. The same cost formula
is used for all inventories having a similar nature and use to the municipality.

When inventories are sold, the carrying amounts of those inventories are recognised as an expense
in the period in which the related revenue is recognised. If there is no related revenue, the expenses
are recognised when the goods are distributed, or related services are rendered. The amount of any
write-down of inventories to net realisable value or current replacement cost and all losses of
inventories are recognised as an expense in the period the write-down or loss occurs. The amount of
any reversal of any write-down of inventories, arising from an increase in net realisable value or
current replacement cost, are recognised as a reduction in the amount of inventories recognised as
an expense in the period in which the reversal occurs.
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_Figures in Rand 2015 2014

2. Recelvables from non exchange transactions
Other Receivables
Debtor - Interest accrued 114 891 820 001
SALGA Games 288 577 432 250
Sundry Debtors Deposits 3824016 3617 159
MIG Grant Control . -
Debtor - Grader 221392 221392
Prepaid Creditor - -
Uthukela Receipting 4 384 502 4 330 625
Agreement / Arrangement Suspense 397 357 852 787
Grant Debtor - 330 312
MIG Debtor -
Greytown Bulk Water

9230 735 10 604 525
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2015 2014
3. VAT receivable 8 050 663 21794 075
8 050 663 21794 075

VAT is prepared on a cash basis. This receivable is as a result of expenditure incurred

4. Consumer debtors
Gross balances
Water

136 403 358 111 716 845
Sewerage 44 754 831 39610210
VAT Payable on consumer debtors 23299 877 19 307 925
Interest 47 786 545 33180 825
Add back credit balances -2 359 212 -2 574 449
Tofal Service Debtors 249 885 398 201 241 356
249 885 398
Less: Allowance tor impairment -201 322 780 -147 063 707
Net Balance 48 562 619 54 177 649
Water
Current (0 -30 days) 3794 187 2494713
31 - 60 days 3111085 2975 366
61 - 90 days 3226 006 2128726
91 - 120 days 3106 086 2028975
121 - 365 days 123 165 995 102 089 065
Less: Allowance for impairment -106 685 734 -
29 717 623 111 716 845
SewerageCurrent (0 -30 days)
Current {0 -30 days) 1021 946 858 057
31 - 60 days 874 381 1064 152
61 - 90 days 731 196 802 769
91 - 120 days 665 294 760214
121 - 365 days 41 462 013 36 125017
Less: Allowance for impairment -37 784 048
6 970 784 39610 210
VAT
Current (0 -30 days) 665 480 469 121
31 - 60 days 562 191 554 895
61 - 90 days 539 396 406 370
91 - 120 days 521 749 403 195
121 - 365 days 21 011 061 17 474 344
Less: Allowance for impairment -17 989 195
5310682 19 307 825
Interest
Current (0 -30 days) - 1278 522
31 - 60 days 1534 737 1262 239
61 - 80 days 1511686 1 054 405
91 - 120 days 1 480 990 1 045 681
121 - 365 days 43 259 131 6311138
Less: Allowance for impairment -38 863 802 22228 841
8 922 742 33 180 825
Add back credits
Current (0 -30 days) -552 891
31 - 60 days -55 746
61 - 90 days -228 236
91 - 120 days -42 393
121 - 365 days -1 479 945

-2 359212




4. Consumer debtors (continued)Summary of debtors by customer classification Consumers

Current {0 -30 days) 3010719 2392 149
31 - 60 days 3473079 3312372
61 - 90 days 3490718 2834 306
91 - 120 days 3366 519 2 564 887
121 - 365 days 171 859 163 130 755 348
Add back credit balances -1072 975 -1216 053
184 127 223 149 643 008
Business/ Industrial/Commercial
Current (0-30 days) 723 966 852 358
31 - 60 days 605 887 1027 642
61 -90 days 564 053 678 891
91 - 120 days 477 895 670029
121 - 365 days 19115894 17 784 424
Add back credit balances -376 634 -234 485
TotalNet debtors after impairment : 21111 061 20778 858
Indigent
Current (0-30 days) 525 755 -
31 - 60 days 750 901 400 698
61 -90 days 691 471 399171
91 - 120 days 689 629 183 499
121 - 365 days 28 452 750 21797 574
Add back credit balances 22 817 5 060
31133 324 22 786 002
Provincial Government
Current (0-30 days) 1221173 570 032
31 - 60 days 1 252 528 1127 830
61 -90 days 1262 041 687 462
91 - 120 days 1240075 828 084
121 - 365 days 9470 393 5 858 307
Add back credit balances 932 419 -1 128 971
13513 791 7942744
Net balance
Less: Provision for debt impairment 54 259 072 A6 597 110
Reconciliation of allowance for impairment 201 322 779 147 063 707
=201 322 779 -147 063 707

Reclassification of debt impairment
The provision for debt impairment was classified under general expenses in the prior period, this has now been rectified

Allowance for impairment

Water -106 685 734
SewerageCurrant (0 -30 days}) -37 784 048
VAT -17 989 195
Interest -38 863 802 22 228 841

-201 322 779
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5, Cash and cash equivalents
Cash and cash equivalents consist of:
Cash on hand

Bank balances

Short-term deposits

5. Cash and cash equivalents (continued)
The municipality had the following bank accounts

2015 2014
4100 4100
11 856 281 1792120
46 114 100 98 758 397
57 974 481 101 555 617

Account number / description

Bank statement balances

Cash book balances

FNB Current Cheque Account
(Main) 62358106279

ABSA Current Account
4050280759

FNB Water Account
62358438044

FNB 7 Days Notice Account
74321014438

ABSA Bank Investment Account
2073784316

FNB DESA Secondary Account

ABSA Bank Investment Account
2074161298

ABSA Bank Investment Account
2074360319

ABSA Bank Investment Account
9253667878

FNB Investment Account
62353578564

Petty Cash

Rand Merchant Call Investment
Account 021900664

Nedbank Investment Account
7337000049

Investec Investment Account
1100461826502

Investec Investment Account
1100461826503

2015 2014 2015 2014
11734 762 1797 810 11734762 1797 810
101705 91156 101 705 91 156
18 608 632 11 893 348 18703 195 11893 348
19 814 10 000 19814 -96 919
- 1778 571 - 1778 571
- 67 259 629 ~ 67 259 629
60 300 7673 60 563 7673
1621005 5377 252 1 628 000 5377 252
4100 4100
2613304 7 000 401 2 626 365 7 000 401
4757 4516 4778 4516
23206 011 6 438 006 23 206 011 6438 080
57 970 381 101 658 362 58 089 291 101 555 617
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UMZINYATH! DISTRICT MUNICIPALITY
Annual Financial Statements far the year ended 30 June 2015

Notes to the Annual Financial Statements (Continued)

2015 2014
15. Other NDR
uThukela Government Grant =
uThukela Capitalisation Reserve
uThukela Accumulated Surplus - :
16. Service charges
Sale of water 43 618 073 29 059 611
Sewerage and sanitation charges 11 622 301 9996 125
Water re-connection fee 43 454 428 382
Sewerage / Water new connection fee 491 151 53 328
55 774 979 38 537 457
17. Interest income
Bank 7 042 660 10 463 287
Consumer interest 16 547 042 13 232 943
SARS Interest 117 691
23 708 283 23 696 230

18. Government grants and subsidies
Equitable share 213 364 000 191 952 000
Water saervices Operational Grant 4 000 000 7 500 000
Disaster Management grant 5000 000
Drought Relief 7 980 360
Drought Relief DWAF 8 961 398 *
FMG 1250 000 1250 000
MSIG 934 000 890 000
Greytown bulk water 43 516 801 31033 009
Lottery health care grant L 4 390 588
District growth semmit -
KZN ACIP WWTW 1401 947 4203 Ba4
Rural setflemant grant 2128 000 -
LED grants
Mtshongweni Veg Project 500 000
Shared services 250 000 -
EPWP Incentives 1790 000 1 000 000
DTLGA 578 -
Municipal Water Infrastructure Grant 19 775 000 16 050 111
Rural Household Grant 4 000 000 4 000 000
Dundee July Grant 495 02 478 572
DWAF grant - :
COGTA grants - -
Massifikation of bulk water - 1 586 461
Environmental Management Framework 1 000 000 1 586 461

315 346 609 264 424 635
Capital grants
MIG 179 014 000 186 505 000

-172 014 000 -186 505 000
MWIG
Balance unspent at beginning of year 1438 948
Current-year receipts 19 775 000 16 050 000
Gonditions met - transferred to revenue 21213948 14 611 052
Conditions still to be met - remain liabilities (see note 12). - 1438 948
Water Services Operational Grant
Balance unspent at beginning of year . :
Current-year receipts 4 000 000 7 500 000
Conditions met - transferred to revenue 4 000 oo 7 500 000
Conditions still to be met - remain liabilities (see note 12). -
RBIG
Balance unspent at beginning of year -
Current-year receipts 43 516 801 31 033 009
Conditions met - fransferred to revenue 43 516 801 31 033 009

Conditions still to be met - remain kiabilities (see note 12). -



Rural Household and Infrastructure Grant
Balance unspent at beginning of year
Current-year receipts

Conditions met - transferred to revenue

Conditions stiii to be met - remain liabilities (see note 12).

FMG Grants
Batance unspent at baginning of year
Conditions met - transferred to revenue

Conditions still to be met - remain liabilities {(see note 12).

MSIG
Balance unspent at beginning of year
Conditions met - transferred to revenue

Conditions still to ba met - remain liabllities (see note 12).

Environmental Management Framewaork
Balance unspent at beginning of year
Conditions met - transferred to revenue

Conditions still to be met - remaln liabilities (see note 12).

GIS Systems Grant
Balance unspent at beginning of year
Conditions met - transferred to revenue

Condltions still to be met - remain liabilities (see note 12).

Rural Transport and Infrastructure Grant
Balance unspent at beginning of year
Current-year receipts

Conditions met - transferred to revenue

Conditions still 1o be met - remain liabilities (sea note 12).

Disaster Management Grant
Balance unspent at beginning of year
Conditions met - transterred to revenue

Conditions still to be met - remain liabilities (see note 12).

Asisukume Maize Mill
Balance unspent at beginning of year
Conditions met - transferred to revenue

Conditions still to be met - remain liabilities (see note 12}.

Massifikation of Bulk Water

Balance unspent at beginning of year
Current-year receipts

Conditions met - transferred to revenue

Conditions still to be met - remain liabilities (see note 12).

EPWP Incentives

Balance unspent at beginning of year
Currant-year raceipts

Conditions met - transferred to revenue

Conditions still to be met - remain fabilities (see note 12).

KZN ACIP WWTW

Balance unspent at beginning of year
Adjustments made

Current-year receipts

Conditions met - transferred to revenue

Conditions still to be met - remain liabilities {see nate 12).

KZN COGTA

Balance unspent at baginning of year
Adjustments made

Conditions met - transferred to revenue

LGSETA Training Grant
Balance unspent at beginning of year
Current-year receipts

Conditions still to be met - remain liabilities (see note 12).

COGTA Rural Development Grant
Current-year receipts

Opening Balance

Conditions met - transferred to revenue

Conditions still to be mat - remain liabilities {(see note 12).

4 000 000
4 000 000
8 000 000

1250 000
1 250 000

934 000
8§34 000

1 000 000

1 000 000

77 079
2128 000
2 205 079

-0

1703 967
3296 033

630 472
577 020
61 382
2084 951
2 084 851

528
1790 000
1 790 528

1 401 947
1401 947

129 888

120 888

289 799

289 799

4 Q0 000

4 000 000

1280 000
1 250 000
2 500 000

890 000
BID 000

64 337
-64 337

269 339

1 966 000
2 158 260
77079

1380377
751 805
63B 472

12 318 326
1586 461
11 819 837
2 084 951

870 528

1 000 000
1 870 000
528

1423 588

-557 026
4 283 884
5 160 446

73417
557 026
630 443

200 000

70112
120 888

569 789
280 000
289 799




Shared Services

Current-year receipts

Opening Balance

Conditions met - transferred to revenue

Conditions still to be met - remain liabilities (see note 12).

Ritshongweni Vegetabie Project

Cpening Balance

Currant-year receipts

Conditions still to ba met

Conditions stifl to be met - remain liabilities (see note 12).

Dundee Rural Horse Riding

Opening Balance

Current-year recelpls

Conditions still to be met

Conditions sill to be mat - remain liabilities (see note 12).

Lottery )

Opening Balance

Current-year receipts

Conditions stifl to be met

Conditions stilf to be met - remain liabilities {see note 12).

Drought Relief

Opening Balance

Current-year receipts

Conditions still to be met - remain liabilities (see note 12).

Drought Relief DWAF

Opening Balance

Current-year receipts

Conditions still to be met - remain liabilities (see note 12).

Summary Government Grants and Subsidies
Equitable Share
FMG
MSIG
MIG
Other Grrants

18.1. Equitable Share

In terms of tha Constitution, this grant is used to subsidise the provision of basic services to indigent community members.
All registered indigents recelve a monthly subsidy of 6 kilolitres @R 6.04 excl of Vat, which is funded from the grant.

250 000
250 000

500 000
1 6566 674

496 102
495 102

7 980 360
7 980 360

8961 398
8961 398

213 364 000
1260000
934 000

179 014 000
99 641 601
494 203 601

1 800 000
662 937

4 350 598
4 390 598

192 952 000
1 250 GO
890 000

186 505 000
113193 917



UMZINYATH! DISTRICT MUNICIPALITY
Annual Financial Statements for the year ended 30 .June 2015

Notes to the Annual Fi ial Stal {Continuad)
2 015 2014
18. Empleyea related costs
Salaries and Wages 8102037t 55200791
Bonusas 3956 582 3672674
Gverlime payments 8137038 5399 949
Housing beneiits and allowances BB6 427 838729
Contribution for USF, Pension and Medical Ald 10 326 485 8363704
Standby Allowance / Shift Allowance 1617 282 1382213
Travel and Other allowances 4150 242 4 278 44
Leave Expenses 3450 170 3 461 643
53 545 296 B0 926 694
R ation of Municipal M
Annual Remunperation B55 212 1438 683
Acting Allowarce 66 542
521 753 1439 683
Remuneration of Chief Finance Officer
Annual Remuneration 287 570 444 987
Acting Allowance Mr Talane 1025 483
1313053 444 997
Director Community Services
Annual Aemuneration 907 652 1071587
Acling Allowance 907 652 1071 587
Technical Services Director
Annual Remuneration 1314 736 1277278
Acting Atlowance 23 070 -
1337 806 1277 278
Corporate Servicas Diractar
Annual fremuneration 938 347 883 625
Acting Allowance - -
938 347 83 625
Pianning and Development Director
Annual Remuneration £3z 956 335 114
Acting Allowanca 38 820 E
571 B46 335 114
The Municipal Manager. CFQ and Planning and Develepment Director poslitons were vacant in 2014/15 year
20, Remuneration of councillors
Mayor's allowance 641 300 614794
Deputy Mayor's allowance 5668 870 545 166
Executive Commitiee allowances 407 659 561106
Speaker's allowance 293 679 266 111
Counclltors' allowances 1726189 1333233
Local Authority / traval faas 112 634 B7 484
Madical Ald contributions 32096 3¢ 318
Moblle Data 20100 21800
Skills levy 33577 31851
Cellphohe Allowantes BB 663
Pansion Furd contributions 201739 188 847
4 037 643 3760 073
4037 643

In-kind bengfits

The Mayor and Deputy Mayor are full-time, Spaaker past-time. Each s provided with an office and secretarial support at the cost 1o the Councli
The Mayor has use of a Councll owned vehicle for official duties.

The Mayor has two full-time bodyguards and a driver. The Deputy Mayor has two full-ime bodyguards and a driver.

The Speaker has two ful-time bodyguards and the Acting Accounting Officer has two full-fime bodyguard.

The Speaker and the Deputy Mayor has use of a Council hired vehicle for official dufles.

22, Dy jatlon and amortf:

Proparty, plant and equipment §6 317 390 55 444 588

23. Interest expense
Interest paid 7812811 7T 574 025

24, Grants and subsidies paid

MG Grant 113 288 540 253 334 831
Graytown Bulk Water 38172633 27672 912
Lotlery Grant - Primary Health Cara 4 390 598
Massifikation of Bulk Water 2084 851 11819 837
KZN ACIP WWTW 1248618 51860 445
Reserves : General Grants : Finance Management Grant 1198 565 1256000
Reserves . Municipal Sysiems Improvement Grant 865 433 890 000
Shared Services 229 271
EPWF Incentlves 1855 851 1870000
WS50G 3508 791 7 600 000
COGTA Rural Davelopment 280 000
Reserves: GIS Systems Grant 64 337
KZN COGTA - Govarnment Support 530 442
MWIG 18 604 656 14611 052
RAAMS 2023570 2158 260
Dundee Juty Grant 495 102 478 572
Disaster Managernent Grant 1703987
Msinga Asisukume Maize 577 090 751905
Mitshongwenl 1252 862 662 937
LG Seta Tralning Grant 120072 70112
Drought Relisf 7 802 583
Drought Ralief DWAF 8478 477
Envlronmental Managament Framework
Rural Households Infrastructure Grant 7082 352
Less: Lihukela Water Assets Recognised - -
210217 364 333 796 241
Less: Infrasiructure Additions and WIP 135 486 B29 181 862 59

73459 854 151 833 381




25. Goeneral expanses
Accommodation
Advertisament
Agency Feas - Debt Collectors
Agricultural Incubator
Asset Veriflcalion
Aixditors Temuneration
Audit Commiities Costs
Audlt - Internal
Bank charges
Books and Publications
Bulk Purchases
Bursarles

- GCC Operator Costs
Catering; Meslings and Seminars
Chemicals
Claaning Matetials
Cleaning sarvices
Computer Programs
Conferancas & Seminars
Construction Incubator
Gerporata Material
Cost of Fres Basic Services
Gustomer Care - Finance
Customer Safisfaction Survey
DBSA Loan Commisslon
Departmental Costs
Development Agency
Disaster Management
Disaster Relief
District Cultural Even
Drought Reliet
Charges: Easy pay and Post Office
Eldesdy and Widow Programs
Electricity
Emergency Servica Provision
Entertainmant
Flre sarvices
Fuel & oll
GIS Tools
HIV/AIDS Programmes
Human Rescurce
IDP Sector Plan
LDF Review
ISWIP
Infrastructuval Projects
Indigent Suppart
Insurance
inventory- Log
Leave Expensas
LED: Projects
Legal Costs
Licensa feas
Local councll
Marathon
kayors Spoits Toumament
Management Audit / Technical Support
Mayoral Imbizo
Mayaral project
Mayars Discrefionary Fund
Membership fees
Meter Reading
Municlpal Events
Municipal Support
Overgrown Stands
Pauper Burlals
Panaltfes
Plan- Peaple WIT
Postage
Printing and statonery
Project Launch
Projects
Marketing and Promolians
Promoton of Tourism
Poverty Alleviation
Recruliment of Staff
Rental Offices
Rental Offices and Machinery
Rural Horse Riding
Sample of Food and Milk
Security
Shows, Exhiblis
Signage KZN Tourlsm
Sport and Cultws
Subseripticns
Subslstence and Travelling
Telephone
Transpori Official Vehicle
Vat adjustments
‘Ward Sport Development
Water Gharge - Indigent
Water and Blectrlcty
Water Services Operatiohal Cost
Water Conversation
‘Woman and Gender
LThukala Water Distribution
Youth and Gender

2015 2014
I C—— ==
1540 586 1487 204
194 247 183 105
534 499 218 229
1320939 8640
2 508 DAt 2 024 526
143 200 96812
1384 960 534 140
163 345 128 251
510000 385 00C
164 818 171881
14182 7180
35848 76710
54 576 54 916
268 D& 358 098
3000 55 283
21 120
B 266 269 712
8494 900
38 294
A26 862
201 250
29 163 881
90680
235 501
45 661 31 125
788 507 538 285
4681184 3539 148
438 333
1003 806 913751
B4 156 746 555
184 858 76 186
839 797
25000
1317 668 986 355
Y 7241
3 461 643
1 508 Baz 783 268
1853 345 1 026 637
463 575 613785
545 820 507 280
6 000
250 557 377 747
657 588 8 465 298
1717928 2 855 727
783 268
1124 997
1262 028 1252 743
41 740
198 650 127 818
65 580 103 474
385 328 70630
481 262 435 551
143 051 333 165
174 611 1220811
B26 447 2429 329
31673 176 356
283 783 1 455 565
265 544 85 269
275 461
944 540 824 853
1092 052 45643
53414
2 B62 594
4147 573 3046 951
4707 5510
2173002 3004 328
1141092 999 639
2700745
-1519518
106 222
18 445 582 16 834 682
A7 951 696 68 570 550
4600
473375 116221
21 685
8474 136941
145761 287 189 556 596



Umzinyathi Diatrict Municipality

Annua) Financial Siatementa for the year ended 30 June 2015
Notes 1o the Annual Financial Statemonts

26, Auditors' Remuneratian
Audt Foes - Oftica £f the Auditar Soneral
Audit Committae

27. Cash uewd In operations
Surplus-

j for: Depreciation and
Gain on s&la of assets and liabliies
Gain altributable to Transfer of asaets
Gain on joint ventura invesiment
Intarest Income

Financa costs

Movement In retirement benefit asssls and liabilities

Othar non-cash ems

Petty cash and cash float

Outstanding cheques

Changea In working capital:
Movaments in Provistona for Bad debts
Deblars

Consumer debtera

Craditors

VAT

Unspent conditional grants and receipts
Othar non-cash movements

Mevement in reserves

FIE 2614
2563 DG 2024 628
143 200 95832
2651 281 2121 856
2015 2614
386 831 202 360350
56357 380 55 444588
722812 -254311 488
276 B33 264 35 015588
-6 547 942 -13.232 943
7812 811 -
25908 022 8 841 000
48331 622
4100
7 661 862 53933 506
1373790 5 65230
-5 815090 20331 141
7890 407 -
13743412 -8.331 704
-5079 124 2182985
-1 519517 677 142
87 433 054 83755 481
7433 054

[



28. MIG Expenditure

i f Nquihu bulkeh
uMmoti Area Sanitation
Eshane Water Supply
Hlazakazi Walsr Supply
DWar
Hiirnbithwathi Sanitation
Keaies Driltt Water Scheme
dtindri Regiona Water
Makhabelanl Communlly Waler Supply Schems Phase 4 and Phase 5
Kwakapi Mhlangana VIP sanitation
Makhabelsni Fhaze &

Wation
Mhbone Watar

Douglas Water

Mthembu Watar Supply

Pomercy Douglas $Sanitation project
Mbuhwane - HiimbHhwe

Mudsn Sanitation

Vantis Driis Watst

Ngubukazl Water Supply

Npubukazl Waler Supply Phase 2
Nquthu Sannation

Ophathe - Watar

‘Othame Sanitation

Pomeray Bulk Water Supply Phasa 2
Sithemblle

Augtsiontsin Setislmant Araa
Umzinyathi Rudimentary

Umsinga Bulk water

Mudan Aagional Bulk Scheme
Dundea bulk

Mihambu water Extension

Nguthu North Eastarn Services
Cthamz Water

adjustment as per circular 58 7 Conlribution to funds

26. Commlitments

Autharised capital sxpunditure

Approved and not contracled

Alrsady contracted for and approved

Total

Capital commitments have besn funded irom govemmant grants

Oparating leases - a3 lessas (expense)
Minimum lsase payments due

‘within one year

In second te filth year inclusive

2015 2014
2 674 666 1882 902
568 066
487 000
488 303
2067 280
434320 1482109
4 766 250
2217 486 7 268 093
1446 277 11622 492
8327 250 6705 224
2475 485
12 435 164
208 708 270308
£ 000 972 8 524 637
1017 631 =
11 000 688
7 BS0 BTB 23 053 090
21322 126 7502123
16 BBB 840 13273 407
2 726 598 3407 434
89 500 203 5@ 176 807
13433 504 27 632 808
11727 055 26 863 989
3140204 892 764
27 570 073
155 757 135 254 645 B77
95 555 708 48 271 967
535 086 733 158 411 005
831 042 441 ‘206 BE2 973
744 538 674 667
340 004 1738 494
1084 581 2413 051




The Municipality is leasing 16 copiers from Xerox and monlhly rental expense has bean accounted far In tha statsment &
financial pafformance. The avarage lsass term I8 5 yeara and the sverage escalation rals is 10%. Tha escalalion ia lixed for the gurallon of tha contract.
Mo arrangemenis havs bean entered into for net ion undar ing imase ars sacurad by the lassor’s thie to the leased assst.

a0, Contihgencles
Claim for damage - Endument Munlcipullty
The recigved d dated 25 October 2010 copiad to the Auditor-Gensraf, MEC for Local
Gaoverment Provinclal and Nationel “Ireasury from Endumani Municipalily serving & notice I terms of section 41 (2) of the Intergavermental relations framswork Act 13 of 2005
ralaling to I.he miula of Umzimyalhl 1o facilitete tha uan!lsr of assets and liabilities 10 the valua of A 6 B26 612 and fina) demand {or payment of an autstanding amount of A17 068 £23.69
diture incurrad by on behall of L DM far water services function. Endumanl Municipality intends 1o take fagal acliona should this matter .

remain unresclvad
Howevar when audit was conducied by Gobodo, it was found that Lhe aciual amount ¢wed is A 15 B97 112.61 nol R 17 088
823.50. The R 6 626 612 was tha erlginal capital foan amount, but went up to R 15 997 119.81 (R 8 370 507.61 includsd of capltal chargas)
Umzinyath Disuk Municlpaluv has always been willing to resofve this matter but1 Amount as per Uthukala Watsr (Ply) Lid
irom End: lelp=iny for their claim which was submilted on the 22 October 2010,
Uz Distriet Munlcipality reanived 1o i igale and miry the claim by Endumeni Municipality and prasant finel fincings to EXCO lor approval
R11 759 407.61 has bean pad to Endument Municipality and R4 227 407.51 for Imernal loana siill in dispute. The matter was
was resotved with Endumsni Munlelpaiity wham 1o clate has failed 1o submil a written confirmalion of writing off the accaunt. This matier has been resolved as par council rasolution
recaived frem Endumen) Municipality
uThukala Water
There's a disputs of an amoimt of R43 400 474 between uThukala water and the Murkipelity as uThukela waler clalms that the munizipality cwes an amaount
of R110 734 609 but can only prove &n amount of AST 334 136

Legal Matters pending 2 015 2014

There ara 5 Migaticna and claima pending against the municipality 20 607 011 -
Imazi! hi District Kiunicly v | 142 227

C ltant was inted as a and one of tha objectivea of lhe contract was that the conewltam source funding for the project.

Tha censuliant did not meet thase chojectives thersfara tha municipality cancelled the contract which than led to the dispute.

Umzinyathi District Municipality v Suppller

Supplier claims ion payment of comp againat L i for i 250 Q0D
Note

Plantilf has offered sattlsment ol this matter ¢n tha basia that each pary pays its cwn cosls.

1] District T pality v Suppliar

The consultant underpariormed with a project at eQhudan| and tha municipality cancellsd tha contract hence the dispuled arised from tha contract..

Umalnysthi Diatrict Municipality v Supplier 138 308
Suppliat providad sccommadation for bodyguards as per contract however tha municipality cancelled the contract
with the securlty campany and therefore the company clafms that tha municipality should havs continued with the conlract.

Umzinyatht Dintrict icipality ¥ former ! 1230 848
Former amployes waa dismissed. Ha is clazmmn apayment of the 8gld fes far the allegad conlracl



1. Fruitleon and ful
Openlng balanca

Penalties and sarly withdrawals
Abuse of tue! carda

2 TN

72202 403 033
- 266 189

872 202 672 202

Fuel cards wera abused in the pravious year. Internal control measutes were pul in placs to ansure that Fus! cards wera centrolied. An official was assigned a tas o

manitor the vehicles of the municipality. This has shown improvement on the abuse of fusl cards.

32. Irragular expenditure

Opening balanze

Add: Irregular Expenditure - cument year
Lass: Amounis condoned

Application 1o Treasury will ba made requasting cendonement

33,Revenue

Servica chargas

Renial of faciilies and equipment
Interest recaivad - Investment
Giovernmant grants & subsidies
Sundry Income:

331R from exch ions - Aental of facilltles and
Tha amount receved on investmant property for rental of premisss owned by the municipalily toals to R332 688

34, Supply chain deviations.
Expanditurs written-oft
Expenditure Incusred

34b SCM Regulsijona
New Intargrated Solutions (NICS)
Pricawatarhouss Coopers (PWC)

The above i were done in d with Section 36 and were approved by the Ascounting Otficer and

ratified by the Council.
Expendiurs written-off
Expendilura incurrad

53 B5Q

=R T
121 785 558 12 960 628
178 683 200 108 784 SE63
301 418 758 121 755 558

85774979 39 055736
332689 1086298
23708 203 10 462 267
434 203 601 490 400 219
2524 738 14 540 242
576 544 298 654 B45 983
- 3381 840
624 020 -3 381 840
634 820 -
231824



35. Risk management

Liquidity nak
. The municipality's sisk 1o liquidity is a resuit of 1he funds availabla to cover fullrs kL The palily
Hiquidity risk through an ongelng review of future commitments and cradit faciitias.
Cradu nsk
Credit risk consists mainly of cash depullh cash ag derivative financial i and trade debtors. Tha
municipality only deposils cuh wilh major b&nksvmh hlnh quany credi mndlng and limils expogure to any one countar-party.
Trade recal~ables P P cradit risk relallng i¢ customers on an
ongelng basis. If customars arﬁ Independenily raled, [hm ralinga ara used. Otherwiss, if there Ia no indapandent rating, risk control azsseses the cradit quality of the customar, 1aking Inle account its financlal positien,
pasr experience and other {acters. Ths utfisation of credit limits regulary Salas lo retail s are settlad in 2ash,

Financial assels sxposad ta credit 4k at yaar and wers aa follows:

38. Golng sohearh
Tha annual financial slatements have been prepared on the basfs of acccunting policies applicabla te & gelng ¢encarn. This
basls prasumes that funda will be available to finance fulure operations and thal the realisation of essais and sstilement of Tablities, cenlingsnt obligatlons and commiiments will occur in the ordinary course ol business.

37. Eventa sfter the reporting date
‘Tha post for the CFQ was re-adveftisad as the Municipality did not find a sulteble qualified candidate ta fill ths post. The new MM has besn appoinled and js sssuming his dutiss an the 1al of Ssptember 2015

8. Additi i interma of Munfcipal S: Act Sheduls 1, 12a and schadula 2,10
Councillers' arraar
Tha fellewing Cx and Emph had arrear accounts outstanding for mors than 20 cays at 30 Juns 2015: 41820
QOutstanding Outstanding Total Outatanding Outstanding Tatal
Coungillora 30 Juns 2015 bazs than 90 days | mors than 80 1sea than 50 days} more than 80
days days
Mahays TM & ML 2194 38 523 38 817 556 00 1186
Mihombani NBAC G 769 18106 1B 875 173 244 a7
Khanyila Mothisiwe a7 6221 8599 126 38 265
Mncuba TE 49 8767 72 108 22 228
Yengwa MS 74 9969 8730 330 455 785
Mfeka JA 504 - 594 177 S E
Chambule BS P14 1030 1300 BS = N
Badasel ! 121 123 - -
5552 F7 755 83317 1583 1558 2 880
Outstanding Outatanding Totaf Qutstanding Qutstanding Tatal
Employse Name
leas than 50 days | more than 80| Ioss than 90 days| more than 90
dayn ——

Malunga N M 804 42 708 44512 562 40 4089 4% 060
Dearlove PD 770 4531 47 080 798 38 344 32142
Mkhwanazi S C 289 20 850 22118 283 18 902 17135
Kumalo P 555 15150 16 705 137 13140 13876
Zulu VD 144 7138 282 235 4813 5048
Mawfla MP 532 5578 1680 = -
Nzimalows N - 1700 00 = 350 250
Malunga M5 (7] 3358 458 116 411 527
Zulu 5K 248 2321 569 23 611 635
Twala NB 455 2770 226 =
Mkhizo CE and RN - - - 228 = 228
Ndlovu N S| 1168 RLE] B 1168 1188
Diadlo ME and MM 213 2150 2383 = = =
Mvalasa 5 = M, 91 - 091 [
Mndawani TJ - - : i a8
Grabashs 5 454 E 454 e B S
Duma N - - - + 186 198
Mazibuke LB 591 746 1387 - - -
Malunga T 918 7689 8805 13 2 18
Ndlevu BE 1478 27615 28 893
Moodlay 5 1070 23 B65 24935
Thompson MC 336 848 282
Khoza K 2122 BE7 009
Miambo AK €12 7118 Tac
Wiliams S 188 BB7 41585
Thwala NB 455 Fil'] 3295
Munassar A 520 113 2833
Goge MD 21 776 285
Nakani T 5 337 - 5337
Shangase CB a3 241 5Tt
Madonssia TG 430 480
Kubhaka TS 100 100
Ndlavy STN E] 2

22 930 241 458 264 389 2395 12 819 125 214
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