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REPORT OF THE CHIEF FINANCIAL OFFICER

3.

INTRODUCTION

It gives me great pleasure to present the Annual Financial Statements of Camdeboo Municipality at 30 June 2015.

These Annual Financial Statements have been prepared in accordance with Generally Recognised Accounting Practice (GRAP), issued
by the Accounting Standards Board (ASB) in accordance with Section 122(3) of the Municipal Finance Management Act, (Act No 56 of
2003). The standards and pronouncements that form the GRAP Reporting Framework for the 2011/12 financial period is set out in
Directive 5 issued by the ASB on 11 March 2009.

The Statement of Financial Position at 30 June 2015 indicates an decrease in Net Assets. This was as a result of the an decrease in
Current Assets, decrease in Non-Current Assets and a increase in Current and Non-Current liabilities.

The decrease in Net Assets is ascribed primarily to the decrease in Accumulated Surplus as a result of the surplus generated on the
operating account. The increase in total Liabilities is due to timing of creditors payments.

KEY FINANCIAL INDICATORS

The following indicators are self-explanatory. The percentages of expenditure categories are well within acceptable norms and indicate
good governance of the funds of the municipality.

Financial Statement Ratios:

INDICATOR 2015 2014
(Deficit) / Surplus before Appropriations (40,148,074) (16,052,012)
Surplus at the end of the Year 633,915,825 674,055,491

Expenditure Categories as a percentage of Total Expenses:

Employee Related Costs 31.12% 27.14%
Remuneration of Councillors 1.63% 1.72%
Depreciation and Amortisation 16.22% 19.17%
Impairment Losses 7.81% 4.13%
Repairs and Maintenance 4.97% 4.96%
Bulk Purchases 19.06% 21.42%
Contracted Services 1.20% 0.84%
Grants and Subsidies Paid 0.01% 0.01%
General Expenses 17.98% 20.53%
Current Ratio:
Trade Creditors Days 49 10
Debtors from Exchange Transactions Days 66 95

OPERATING RESULTS




Details of the cperaling results per segmental classification of expenditure are included in Appendix "B", whilst operational results per
category of expenditure, together with an explanation of significant variances of more than 10% from budget, are included in Appendix
IlCll‘

The services offered by Camdeboo Municipality can generally be classified as Rates and General, Economic and Trading Services and
are discussed in more detail below.



3.1

3.2

OPERATING RESULTS (Continued)

The overall operating results for the year ended 30 June 2015 are as follows:

Actual Actual Percentage Budgeted Variance actual/
DETAILS 2014/15 201314 Variance 2014/15 budgeted
R R % R %

Income:
Opening surplus - 690,107,113 (100.00) = -
Operating income for the year 209,937,610 187,929,480 1471 208,430,629 0.72
Appropriations for the year (19,342) (5,298,399) (99.63) - 100.00

209,918,268 872,738,194 (75.95) 208,430,629 0.71
Expenditure:
Operating expenditure for the year 250,085,684 203,981,493 22.60 207,258,437 20.66
Closing surplus = - - - -

250,085,684 203,981,493 22.60 207,258,437 20.66

Rates and General Services:

Rates and General Services are all types of services rendered by the municipality, excluding those listed below. The main income
sources are Assessment Rates and Services charged.

Actual Actual Percentage Budgeted Variance actual/
DETAILS 2014/15 2013/14 Variance 2014/15 budgeted
R R % R %
Income 79,889,327 67,847,802 17.75 81,674,150 (2.19)
Expenditure 95,176,930 80,696,772 17.94 101,743,000 (6.45)
Surplus / (Deficit) (15,287,603) (12,848,970) 18.98 (20,068,850) (23.82)
Surplus / (Deficit) as % of total income (19.14)% (18.94)% (24.57)%

Housing Services:

Housing Services are services rendered by the municipality to supply housing to the community and includes the rental of units owned by
the municipality to public and staff. The main income source is the levying of Housing Rentals.

Actual Actual Percentage Budgeted Variance actual/
DETAILS 2014/15 2013/14 Variance 2014/15 budgeted
R R % R Yo
Income 4,270 3,993 6.93 4,000 6.75
Expenditure 6,575 1,175,852 (99.44) 100,000 (93.43)
Surplus / (Deficit) (2,305) 1,179,845 (100.20) (96,000) (97.60)
Surplus / (Deficit) as % of total income (53.98)% 29546.76% (2400.00)%
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OPERATING RESULTS (Continued)

Waste Management Services:

Waste Management Services are services rendered by the municipality for the collection, disposal and purifying of waste (refuse and

sewerage). Income is mainly generated from the levying of fees and tariffs determined by the council.

Actual Actual Percentage Budgeted Variance actual/
DETAILS 2014/15 201314 Variance 2014/15 budgeted
R R Yo R %
Income 32,355,373 40,451,427 (20.01) 35,582,000 (9.07)
Expenditure 51,252,976 25,560,555 100.52 37,661,000 36.09
Surplus / (Deficit) (18,897,603) 14,890,872 (226.91) (2,079,000) 808.98
Surplus / (Deficit) as % of total income (58.41)% 36.81% (5.84)%

Electricity Services:

Electricity is bought in bulk from Eskom and distributed to the consumers by the municipality. The cost of bulk purchases to the
municipality was R47,654,228 (2014: R43,697,064). Tariffs levied for electricity are subject to administered adjustments.

Actual Actual Percentage Budgeted Variance actual/
DETAILS 2014/15 201314 Variance 2014/15 budgeted
R R % R %
Income 81,999,730 65,679,022 24.85 80,213,000 223
Expenditure 71,954,298 64,405,470 11.72 73,056,000 (1.51)
Surplus 10,045,432 1,273,552 688.77 7,157,000 40.36
Surplus as % of total income 12.25% 1.94% 8.92%
Water Services:
Water is purified by Camdeboo for their own use.
Actual Actual Percentage Budgeted Variance actual/
DETAILS 2014/15 201314 Variance 2014/15 budgeted
R R % R Yo
Income 15,688,909 14,099,772 11:27 36,944,000 (57.53)
Expenditure 31,694,905 23,177,061 36.75 27,879,000 13.69
Surplus / (Deficit) (16,005,996) (9,077,289) 76.33 9,065,000 (276.57)
Surplus / (Deficit) as % of total income (102.02)% (64.38)% 24.54%

FINANCING OF CAPITAL EXPENDITURE

The expenditure on Assets during the year amounted to R 37 258 034 (2013: R 27 030 790). Full details of Assets are disclosed in Notes

7, 8,9, 10 and Appendices "A, B and D (2)"" to the Annual Financial Statements.




5.1

RECONCILIATION OF BUDGET TO ACTUAL

Operating Budget:

DETAILS 2015 2014
Variance per Category:
Budgeted surplus before appropriations 1,172,192 18,112,353
Revenue variances 1,506,981 (777,173)
Expenditure variances:
Employee Related Costs (15,885,886) 3,056,324
Remuneration of Councillors (551,287) (500,936)
Depreciation and Amortisation (14,922,224) (35,104,653)
Impairment Losses (16,731,329) (5,958,204)
Repairs and Maintenance 4,076,492 5,326,339
Bulk Purchases (2,189,573) (1,600,161)
Contracted Services (1,560,953) 36,847
Grants and Subsidies Paid 10,000 21,000
General Expenses 4927513 1,482,596
Loss on disposal of Property, Plant and Equipment - (146,345)
Actual (deficit) / surplus before appropriations (40,148,074) (16,052,012)
DETAILS 2015 2014
Variance per Service Segment:
Budgeted surplus before appropriations 1,472,192 18,112,353
Executive and Council 1,747,600 4,032,991
Finance and Administration (1,992,727) 4,589,524
Planning and Development (133,912) (214,367)
Health (228,396) 66,903
Community and Social Services 532,874 21,748
Housing 93,695 (1,176,130)
Public Safety (158,453) (87,899)
Sport and Recreation 1,422,981 (142,641)
Waste Management (16,818,603) 4,384,354
Roads and Transport 1,705,306 (18,342,619)
Water (25,070,996) (4,440,148)
Electricity 2,888,432 2,013,306
Other 1,885,974 (600,503)
Actual (deficit) / surplus before appropriations (32,954,033) 8,216,873




Details of the operating results per segmenial classification of expenditure are included in Appendix "C", whiist operaticnal results per
category of expenditure, together with an explanation of significant variances of more than 10% from budget, are included in the Budget
Statement.

10



5.2

RECONCILIATION OF BUDGET TO ACTUAL (Continued)

Capital Budget:

Actual Actual Variance actual Budgeted Variance actual/
DETAILS 2014/15 201314 2014/15/2013/14 2014/15 budgeted
R R R R R

Executive and Council 5,770,653 - 5,770,653 6,000,000 (229,347)
Finance and Administration 798,700 6,034,883 (5,236,183) 340,000 458,700
Planning and Development - 1,042,638 (1,042,638) - -
Sport and Recreation 1,567,364 5,260,428 (3,693,064) 1,953,654 (386,290)
Waste Management 14,805,758 287,578 14,518,180 20,553,125 (5,747,367)
Roads and Transport 1,055,004 3,792,065 (2,737,0861) 1,000,000 55,004
Water 7,579,177 2,226,007 5,353,170 13,050,000 (5,470,823)
Electricity 1,975,159 12,421 1,962,738 800,000 1,175,159

33,551,815 18,656,020 14,895,795 43,696,779 (10,144,964)
ACCUMULATED SURPLUS

The balance of the Accumulated Surplus as at 30 June 2015 amounted to R633,215,825 (30 June 2014: R674,055,491) and is made up

as follows:

Capital Replacement Reserve 5,000,000
Self-insurance Reserve 5,509,731
Accumulated Surplus due to the results of Operations 623,405,825

633,915,556

The Capital Replacement Reserve replaces the previous statutory funds, like the Capital Development Fund, and is a cash-backed
reserve established to enable the municipality to finance future capital expenditure. Cash contributions, depending on the availability of
cash, is made annually to the reserve.

The Self-insurance Reserve is a reserve to fund future insurance losses that will not be recouped from external insurers.

The municipality, in conjunction with its own capital requirements and external funds (external loans and grants) is able to finance its
annual infrastructure capital programme.

Refer to Note 20 and the Statement of Change in Net Assets for more detail.

EMPLOYEE BENEFIT LIABILITIES

The outstanding amount of the Long Term Retirement Benefit Liabilities as at 30 June 2015 was R33,041,000 (30 June 2014
R22,610,077).

This liability is in respect of continued Health Care Benefits for employees of the municipality after retirement being members of schemes
providing for such benefits. This liability is unfunded.

Refer to Note 18 for more detail.

NON-CURRENT PROVISIONS

Non-Current Provisions amounted to R6,587,000 as at 30 June 2015 (30 June 2014: R4,225,265) and is made up as follows:
Provision for Rehabilitation of Land-fill Sites (incl. current portion) 6,744,201

6,744,201

11



These provisions are made in order to enable the municipality to be in a position o fulfill its known legal obligations when they become
due and payable.

Refer to Note 19 for more detail,

12
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10.
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12.

13.

CURRENT LIABILITIES

Current Liabilities amounted to R38,030,657 as at 30 June 2015 (30 June 2014: R30,314,004} and is made up as foliows:

Consumer Deposits Note 11 2,133,554
Cash and Cash Eguivalenis Note 6 219,770
Current Portion of Long-term Liabilities Note 17, 18 1,400,000

Provisions Note 12 2,051,456

Payables from Exchange Transactions Note 13 24,815,517

Payables from Non-exchange Transactions Note 14 2,615,859

Unspent Conditional Grants and Receipts Note 15 4,637,301

Current Portion of Provision for Rehabilitation of Land-fill Si Note 16 157,200

38,030,657

Current Liabilities are thase liabilities of the municipality due and payable in the short-term (less than 12 months). There is no known
reason as to why the municipality will not be able to meet its obligations.

Refer to the indicated Notes for more detail.

PROPERTY, PLANT AND EQUIPMENT

The net value of Property, Plant and Equipment was R654,050,090 as at 30 June 2015 {30 June 2014: R665,300,335).
Refer to Note 7 and Appendices "A, B and D" for more detail.

INTANGIBLE ASSETS

The net value of Intangible Assets were R17,159 as at 30 June 2015 (30 June 2014: R31,669).

Intangible Assets are assets which cannot physically be identified and verified and are in respect of computer software obtained by the
municipatity in order to be able to fulfit its duties as far as service delivery is concerned.

Refer o Note 8 and Appendix "A" for more detail.

INVESTMENT PROPERTY

The net value of Investment Properties were R187,994 as at 30 June 2015 (30 June 2014: R189,756).

Investment Property is property held to earn rentals or for capital appreciation or both, rather than for use in the production or supply of
goods or services or for administrative purposes; or sale in the ordinary course of operations.

Refer to Note 9 and Appendix "A" for more detail.

HERITAGE ASSETS

The net value of Heritage Assets were R2,370,000 as at 30 June 2015 (30 June 2014: R2,370,000).

Heritage Asssts are assets that have a cultural, envirenmental, historical, natural, scientific, technologicat or artistic significance and are
held indefinitely for the benefit of present and future generations.

Refer to Note 10 and Appendix "A" for more detail.

13
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CAMDEBOO MUNICIPALITY

STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2015

ASSETS

Current Assets

Inventories

Receivables from Exchange Transactions
Receivables from Non-exchange Transactions
Non-current assets held for sale

Cash and Cash Equivalents

Vat Receivable

Non-Current Assets

Property, Plant and Equipment
Intangible Assets

invesiment Property

Heritage Assets

Total Assets

LIABILITIES

Current Liabilities

Consumer Deposits

Cash and Cash Equivalents

Current Portion of Long-term Liabilities
Provisions

Payables from Exchange Transactions

Payables from Non-exchange Transactions
Unspent Conditional Grants and Receipts

VAT Payable
Provision for Rehabilitation of Land-fill Sites

Non-Current Liabilities

Employee Benefit Liabilities

Provision for Rehabilitation of Land-fill Sites
Total Liabilities

Net Assets

NET ASSETS

12

Note

o7 3, B~ V% B (N

wh
[=)]

10

11

18
12
13

14
15

16
19

18
19

Actual
Restated
2015 2014
R R

54,949,239 63,303,076
4,879,022 3,802,215
18,723,804 24,766,214
7,770,489 3,013,184
1,920,922 2,080,922
21,599,298 29,660,541
55,704 -
656,625,243 667,901,760
654,050,080 665,300,335
17,159 31,669
187,894 199,756
2,370,000 2,370,000
711,574,482 731,204,836
38,030,657 30,314,004
2,133,554 1,881,244
219,770 1,842,499
1,400,000 1,338,006
2,051,456 1,781,778
24,815,517 6,788,836
2,615,859 739,314
4,637,301 9,461,624
- 4,931,384
157,200 1,549,319
39,628,000 26,835,342
33,041,000 22,610,077
6,587,000 4,225,265
77,658,657 57,149,346
633,915,825 674,055,491
633,915,825 674,055,491




Accurnulated Surplus 20 633,015,825 I | 674,055,491

Total Net Assets 633,915,825 674,055,481
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CAMDEBOO MUNICIPALITY

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2015

REVENUE

Revenue from Non-exchange Transactions
Property Rates

Fines

Licences and Permits

Government Grants and Subsidies Received
Donations Received

Revenue from Exchange Transactions

Service Charges

Rental of Facilities and Equipment

Interest Eamed - External Investments

Interest Earned - Outstanding Debiors

Other Revenue

Fair value adjustment on property

Gains on Disposal of Property, Plant and Equipment

Total Revenue

EXPENDITURE

Employee Related Costs
Remuneration of Councillors
Depreciation and Amortisation
Impairment Losses

Repairs and Maintenance
Bulk Purchases

Coniracted Services

Grants and Subsidies Paid
General Expenses

Loss on Disposal of Property, Plant and Equipment

Total Expenditure

SURPLUS / (DEFICIT) FOR THE YEAR

Refer to Statement of Comparision of Budget and Actual

amounts for explanation of budget variances

Note

21

22

23
24
25
25
26

27
28
29
30

31
32
33
34

Actual
Restated
2015 2014
R R
20,103,133 17,102,745
315,004 438,392
1,869,371 2,068,243
73,400,268 58,352,217
1,370,187 5,535,480
103,042,400 85,195,694
580,601 619,081
2,299,305 2,578,140
4,658,806 3,928,358
1,779,270 1,624,631
- 586,500
519,175 -
209,937,610 187,929,480
77,838,620 55,362,332
4,085,624 3,504,936
40,552,032 39,104,653
19,525,918 8,433,204
12,437,341 10,126,540
47,654,228 43,697,064
3,001,847 1,712,391
23,000 18,000
44,967,074 41,876,028
- 146,345
250,085,684 203,981,493

{40,148,074)

(16,052,012)
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CAMDEBOO MUNICIPALITY
STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2015

Description Accumulated Surplus / (Deficit) Account Total for
Capital Self Accumulated Accumulated
Replacement Insurance Surplus / Surplus/(Deficit) Total
Reserve Reserve (Deficit) Account
R R R R R

2014
Balance at 30 June 2013 5,000,000 5,700,369 670,509,199 681,209,568 681,209,568
Prior year error (Note 35) 4,622,637 4,622,637 4,622,637
Change in Accounting Estimates (Note 35) 4,274,908 4,274,908 4,274,908
Restated Balance 5,000,000 5,700,369 679,406,744 690,107,113 690,107,113
Surplus for the year 8,530 (10,562,586) (10,554,056) (10,554,056)
Error/Changes (5,497,566) (5,497,566) (5,497,566)
Insurance claims processed (199,167) 199,167 - -
Balance at 30 June 2014 5,000,000 5,509,732 663,545,759 674,055,491 674,055,491
2015
Surplus for the year - (40,148,074) (40,148,074) (40,148,074)
Insurance claims processed 27,752 (27,752) - -
Balance at 30 June 2015 5,000,000 5,537,484 623,378,343 633,915,827 633,915,827

14



CAMDEBOCO MUNICIPALITY

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2015

Actual
Note 2015 2014
R R

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from Ratepayes and other 204,006,335 188,308,974
Payments to suppliers and employees (190,390,387} {170,235,458)
Cash generated from operations 37 13,615,048 18,073,517
Interest received 25 6,958,111 6,506,498
NET CASH FLOWS FROM OPERATING ACTIVITIES 20,574,059 24,580,015
CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of Property, Plant and Equipment {28,239,984) (37,258,034}
Purchase of Intangible Assets 8 - {1,995}
Proceeds on Disposal of Property, Plant and Equipment 975,100 30,089
NET CASH FLOWS FROM INVESTING ACTIVITIES {27,264,884) {37,229,930)
CASH FL.OWS FROM FINANCING ACTIVITIES

Increase in consumer deposits 1 252,310 253,924
NET CASH FLOWS FROM FINANCING ACTIVITIES 252,310 253,924
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENT 6 {6,438,514) (12,395,991)
Cash and Cash Equivalents at Beginning of Period 27,818,042 40,214,033
Cash and Cash Eqguivalents at End of Period 21,379,528 27,818,042

15
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CAMDEBOO MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

BASIS OF PRESENTATION

The Annual Financial Statements have been prepared on an accrual basis of accounting and are in accordance with the historical
cost convention, excepi where indicated otherwise.

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

1. 1 CHANGES IN ACCOUNTING POLICY AND COMPARABILITY

Accounting Policies have been consistently applied, except where otherwise indicated below:

For the years ended 30 June 204 and 30 June 2015 the municipality has adopted the accounting framework as set out in point 1
above. The details of any resulting changes in accounting policy and comparative restatements are set out below.

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

(a) is required by a Standard of GRAP; or

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

1. 2 CRITICAL JUDGEMENTS, ESTIMATIONS AND ASSUMPTIONS

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

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

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

1. 2. 1 Revenue Recognition

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

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

1. 2. 2 Financial assets and liabilities

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

In making the above-mentioned judgement, management considered the definition and recognition criteria for the classification of
financial instruments as set out in GRAP 104: Financial Instruments.
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CAMDEBOO MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3G JUNE 2015

1. 2. 3 Impairment of Financial Assets

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

The calcuiation in respect of the impairment of debtors is based on an assessment of the extent to which debtors have defaulted on
payments already due, and an assessment of their ability to make payments based on their creditworthiness.

This was performed per service-identifiable categories across all classes of debtors.
1. 2. 4  Useful lives of Property, Plant and Equipment, Intangible assets and Investment property

The municipality depreciates/amortises its property, plant and eguipment, investment property and intangible assels over the
estimated useful lives of the assets, taking into account the residual values of the assets at the end of their useful lives, which is
determined when the assets are available for use. The useful lives of assets are based on management's estimation. Management
considered the impact of technology, availability of capital funding, service requirements and required refurn on assets in order to
determine the optimum useful life expectation, where appropriate. The estimation of residual values of assets is based on
management's judgement as to whether the assets will be sold or used 1o the end of their useful lives, and in what condition they will
be at that time.

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

Accounting Policy on PPE - Impairment of assets and Accouniing Policy on Infangible assefs - Subsequent Measurement,
Amortisation and Impairment and Accounting Policy on inventory - Subsequent measurement describes the conditions under which
nori-financial assets are tested for potential impairment losses by the management of the municipality. Significant estimates and
judgements are made relating to PPE impairment testing, Intangible assets impairment testing and write down of Inventories io the
lowest of Cost and Net Realisable Values (NRV).

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

1. 2. 6 Waterinventory

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

1. 2. 7 Defined Benefit Plan Liabilities

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

1. 2. 8 Provisions and contingent liabilities
The Municipality has an obligation fo rehabilitate its landfili sites in terms of its license stipulations. Provision is made for this
obligation based on the net present value of cost.

The uncertainties and assumptions atlached to this provision are iisted as follows:

The landfill closure designs are based on current day legislation (Minimum Requirements for Waste Disposal by Landfill, Second
Edition 1998) and current permits. Should the Minister require for the sites fo be relicensed or brought in line with new legislation, the
closure requirements may be affected which may in turn affect the costing analysis.
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CAMDEBOO MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

It is assumed that clean sand and clay is available locally (nearby/alongside/within) to the site and no importation (long-distance
haulage) of materials is required. Material on or close to site is sufficient for ciosure.

It is assumed that the general public have not requested a specific final shape or enduse for the landfill sites.
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CAMDEBOO MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

1. 2. 8 Provisions and contingent liabilities (Continued)

The estimate does not take into account pest closure monitoring or maintenance costs as this is an item for the Municipality's OPEX
budget.

It is assumed that there are no special influences that may affect the cap design.
It is assumed that existing ground water monitoring boreholes are in working order.
It is noted that no building infrastructure is required as part of the closure,

A construction period of 3.5, 4 and 6 months for the Nieu-Bethesda, Aberdeen and Graafi-Reinet sites respectively has been
assumed. These construction periods are educated assumptions and are based on previous and current projects of a similar size.

1. 2. 9 Budgetinformation

Deviations between budget and actual amounts are regarded as material differences when a 10% deviation exists. All materiat
differences are explained in the notes o the annual financial siatements.

1. 3 PRESENTATION CURRENCY

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

1. 4 GOING CONCERN ASSUMPTION

The Annual Financial Statemenis have been prepared on the assumption that the municipalily will continue to operale as a going
concern for atleast the next 12 months.

1. 5 OFFSETTING

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

1. 6 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE
The folltowing GRAP standards have been issued bui are not yet effective and have not been early adopted by the municipzlity:

GRAP 18 Segment Reporting - issued February 2011

GRAP 20 Related Party Disclosures - issued June 2011

GRAP 32 Service Concession Arrangement: Grantor

GRAP 105 Transfers between entities under commaon control - issued November 2010
GRAP 106 Transfers between entities not under common control - issued November 2010
GRAP 107 Mergers - issued November 2010

GRAP 108 Statutory Receivables

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

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

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

GRAP 18 - Segment Reporting
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CAMDEBOO MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

Segmenis are identified by the way in which information is reported to management, both for purposes of assessing performance
and making decisions about how future resources will be allocated to the various activities undertaken by the municipality. The major
classifications of activities identified in budget documentation will usually reflect the segments for which an entity reports information
to management. Segment information is either presented based on service or gecgraphical segments. Service segments relate to a
distinguishabie componeni of an entity that provides specific outputs or achieves particular operating objectives that are in line with
the municipality’'s overall mission, Geographical segments relate fo specific outputs generated, or particular objectives achieved, by
an entity within a parlicuiar region.
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CAMBEBOO MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

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

GRAP 20— Related party disclosures

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

GRAP 32 - Service Concession Arrangement: Grantor
The standard prescribes the accounting treatment for service concession arrangements by the grantor, a public sector entity.
GRAP 105 - Transfer of Function Between Entities Under common Centrol

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

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

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

GRAP 107 — Mergers

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

GRAP 108 - Statutory Receivables

This standard prescribes the accounting requirements for the recognition, measurement, presentation and disclosure of siatutory
receivables.

ACCUMULATED SURPLUS

Included in the accumulated surplus of the municipality, are ithe following reserves that are maintained in terms of specific
requirements:;

2. 1 Housing development fund/Housing operating account

Sections 15(5) and 16 of the Housing Act, {Act No. 107 of 1997), which came into operation on 1 Aprit 1998, required that the Entity
maintain a separate housing operating account. This legislated separate operating account is known as the Housing Development
Fund.

The Housing Development Fund was established in terms of the Housing Act, (Act No. 107 of 1897). Loans from natfional and
provincial government used to finance housing selling schemes undertaken by the Municipality were extinguished on 1 April 1998
and transferred to a Housing Development Fund. Housing selling schemes, both complete and in progress as at 1 April 1998, were
also transferred to the Housing Development Fund. In terms of the Housing Act, all proceeds from housing developments, which
inciude rental income and sales of houses, must be paid into the Housing Development Fund. Moenies standing to the credit of the
Housing Development Fund can be used only to finance housing developments within the municipal area subject to the approval of
the Provincial MEC responsible for housing.

The following provisions are set for the creation and utilisation of the Housing Development Fund:

» The Housing Development Fund is cash-backed, and invested in accordance with the investment policy of the Endity.
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CAMDEBOO MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

- The proceeds in this fund are utilised for housing development in accordance with the National Housing Policy, and also for
housing development projects approved by the MEC for Human Settlements.
« Any contributions to or from the fund are shown as transfers in the Statement of Changes in Net Assets.
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CAMDEBQOO MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

2. 2 Revaluation Reserve

The surplus arising from the revaluation of land and buildings is credited to a non-distributable reserve. The revaluation surplus is
realised as revalue buildings are depreciated, through a transfer from the revaluation reserve to the accumulated surplus/ (deficit).
On disposal, the net revaluation surpius is transferred to the accumulated surplus/ (deficit) while gains or losses on disposal, based
on revalue amounts, are credited or charged to the Statement of Financial Performance.

2. 3 Other Reserves
The Entity creates and maintains reserves in terms of specific requirements.
2. 3. 1 Capital replacement reserve (CRR}

In order to finance the provision of infrastructure and other property, plant and equipment from internal sources, amounts are
transferred from the accumulated surplus to the CRR in terms of delegated powers.

The following provisions are set for the creaticn and utilisation of the CRR:
* The cash funds that back up the CRR are invested until utilised. The cash may only be invested in accordance with the investment
policy of the Entity.

+ The CRR may only be utilised for the purpose of purchasing items of properly, plant and equipment, and may not be used for the
maintenance of these items.

* Whenever an asset is purchased out of the CRR, an amount equal to the cost price of the asset is transferred from the CRR, and
the accumulated surplus is credited by a corresponding amount.

- If g profit is made on the sale of assets other than land, the profit on these assets is reflecied in the Statement of Financial
Performance, and is then transferred via the Siatement of Changes in Net Assets to the CRR, provided that it is cash backed. Profit
on the sale of land is not transferred to the CRR, as it is regarded as revenue.

2. 3. 2 Capitalisation Reserve

On the implementation of GRAP, the balance of certain funds, created in terms of the various Provincial Ordinances applicable at
the time, that had historically been utifised for the acquisition of items of property, plant and equipment, were iransferred to a
Capitalisation Reserve rather than the accumulated surplus/deficit, as in prior years, in terms of a directive (Circular No. 18) issued
by National Treasury. The purpose of this Reserve is to promote consumer equily by ensuring that the future depreciation charge
that will be incurred over the useful lives of these items of property, plant and equipment is offset by transfers from this reserve to the
accumulated surplus/deficit. The balance on the Capitatisation Reserve eguals the camrying value of the items of property, plant and
equipment financed from the former legislated funds. When items of property, plant and equipment are depreciated, a fransfer is
made from the Capitalisation Reserve to the accumulated surplus/deficit. When an item of property, plant and equipment is
disposed, the balance in the Capitalisation Reserve relating to such item is transferred to the accumulated surplus/deficit.

2. 3. 3 Insurance reserve

A general insurance reserve has been established, and subject to reinsurance where deemed necessary, it covers claims that may
occur which are not covered by the insurance contracts in piace with the external service providers. Premiums are charged to the
respective services, taking into account claims history and repiacement value of the insured assets. Reinsurance premiums paid to
external reinsurers are regarded as an expense, and are shown as such in the Stalement of Financial Performance. The net surplus
or deficit on the insurance operating account is transferred to or from the insurance reserve via the Statement of Changes in Net
Assets. The balance of the self-insurance reserve is invested in short-ierm cash invesiments. Interest earned on the insurance
reserve is recorded as interest earned in the Statement of Financial Performance, and is iransferred to the insurance reserve via the
Statement of Changes in Net Assets as a contribution.
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CAMDEBOO MUNICIPALITY
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PROPERTY, PLANT AND EQUIPMENT
3. 1 Initial Recognition

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 expecied to be used during more than one
year.

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

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

When significant components of an item of propery, plan and equipment have different useful lives, they are accounted for as
separate items {major components) of property, plant and equipment.

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

The cost of an item of property, plant and equipment acquired in exchange for a non-monelary assets or monetary assets, or a
combination of monetary and non-monetary assets is measured at the fair value of the asset given up, unless the fair value of the
asset received is more clearly evident. If the acquired item could not be measured at its fair value, ils cost is measured at the
carrying armount of the asset given up.

Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality expects to use them
during more than one period. Similarly, if the major spare parts and servicing equipment can be used only in connection with an item
of property, plant and equipment, they are accounted for as property, plant and equipment.

3. 2 Subsequent Measurement

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

Subsequently all property ptant and equipment, excluding land, are measured at cost, less accumulated depreciation and
accumulated impairment losses.

Subsequent to initial recognition, iand and buildings are carried at cost less accumulated depreciation and impairment losses.

Compensation from third parties for items of property, plant znd equipment that were impaired, lost or given up is inciuded in surplus
or deficit when the compensation becomes receivahble.

3. 3 Depreciation

Depreciation on assets other than land is calculated on cost, using the straight-ine method, to allocate their cost to their residual
values over the estimated useful lives of the assets. The depreciation method used reflects the pattern in which the asset's future
economic benefiis or service potential are expecied to be consumed by the municipality. Each part of an item of property, plant and
equipment with a cost that is significant in relation to the total cost of the item shall be depreciated separately. The depreciation rates
are based on the following estimated useful lives.
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Depreciation only commences when the asset is available for use, unless stated otherwise.

Years Years
Infrastructure Buildings 30- 100
Roads and Paving 50
Electricity 20- 30 Other
Water 15-20 Specialist Vehicles 10
Sewerage 15-20 Other Vehicles 5
Landfill Sites 30 Office Equipment 3-7
Furniture and Fittings 7-10
Community Watercraft 15
Recreational Facilities 20-50 Bins and Containers 5
Security 5 Specialised Plant and Equipmer 10-15
Other Piant and Equipment 2-5

The assets' residual values, estimated useful lives and depreciation method are reviewed annually, and adjusted prospectively if
appropriate, at each reporting date.

3. 4 Incomplete Construction Work

Incomplete construction work is stated at historical cost. Depreciation only commences when the assel is available for use.

3. 5 Finance Leases

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

3. 6 Land & Buildings

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

3. 7 Infrastructure Assets

Infrastructure Asseis are any assefs that are part of a nelwork of similar assets. Infrastructure assets are shown at cost less
accumuiated depreciation and accumulated impairment. Infrastructure asseis are treated similarly to all other assets of the
muricipality in terms of the asset management policy.

3. 8 Housing Deveiopment Fund Assets

The Housing Development Fund contains letting schemes that is included in Councii's Property Plant and Equipment. All surpluses
generated from the letting schemes are transferred to the Housing Development Fund.

3. 9 Derecognition of property, plant and equipment
The carrying amount of an item of property, ptant and equipment is 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 DE recognition of an item of property, plant and equipment is included in surplus or deficit when the
item is derecognised. Gains are not classified as revenue.

Gains or losses are calculated as the difference between the carrying value of assets {cost less accumulaled depreciation and
accumulaied impairment losses) and the disposal proceeds is included in the Statement of Financial Performance as a gain or loss
on disposal of property, plant and equipment.
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The estimated useful lives and depreciation methods have been reviewed for the year ended 30 June 2012 (and applied
retrospectively where practicable), and any changes therein have been implemented in accordance with the requirements of GRAP
17, GRAP 3.
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INTANGIBELE ASSETS

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

4. 1 Initial Recognition

Identifiable non—monetary assets without physical substance are classified and recognised as intangible assets. The municipality
recognises an intangible asset in its Statement of Financial Position only when it is probable that the expected future economic
benefits or service potential that are attributable to the asset will flow to the municipality and the cost or fair value of the asset can be
measured reliably.

Internally generated intangible assets are subject fo strict recognition criteria before they are capitalised. Research expendiiure is
recognised as an expense as incurred. Costs incurred on development projects {relating 1o the design and lesting of new or
improved products) are recognised as iniangible assets when the following criteria are fulfilled:

» it is technically feasible to complete the intangible asset so that it will be available for use;

» management iniends to complete the intangible asset and use or sell if;

= there is an ability to use or sell the intangible asset;

= it can be demonstrated how the intangible asset will generate probable future economic benefits;

= adequate technical, financial and other resources to complete the development and to use or sell the intangible asset are

available; and

» the expenditure attributable to the intangible asset during its development can be reliably measured.

Other development expenditures that do not meet these criteria are recognised as an expense as incurred. Development costs
previously recognised as an expense are not recognised as an asset in a subsequent period. Capitalised development costs are
recorded as intangible assets and amortised from the point at which the asset is ready for use on a straight-line basis over its useful
tife, not exceeding five years. Development assets are tested for impairment annually.

4. 2 Subsequent Measurement, Amortisation and Impairment

After initial recognition, an intangible asset is carried at ils cost less any accumulated amortisation and any accumulated impairment
losses.

Expenditure on an intangible item that was initially recognised as an expense shall not be recognised as part of the cost of an
intangible asset at a later date.

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

Intangible asset Years
Software 3
Website 5
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Intangible assets are annually tested for impairment, including intangible assets not yet available for use. Where items of intangible
assets have been impaired, the carrying value is adjusted by the impairment loss, which is recognised as an expense in the period
that the impairment is identified except where the impairment reverses a previous revaluation. The impairment loss is the difference
between the carrying amount and the recoverabie amount.

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

29



CAMDEBOO MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

4. 3 Derecognition

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

Heritage Assets

An heritage asse! is defined as an asset that has a cultural, environmental, historical, natural, scientific, technological or artistic
significance, and is held and preserved indefinitely for the benefit of present and future generations.

Heritage assets, which are culturally significant resources and which are shown at cost, are not depreciated owing to unceriainty
regarding their estimated useful lives. The Municipality assess at each reperting date if there is an indication of impairment.

Subsequent to measurement, heritage assets are carried at cost less impairment losses,

The Municipality has elected to make use of the transitional provisions as set out in Directive 3, which states that entities are not
required to measure heritage assets for repoerting periods beginning on or after a date within three years following the daie of initial
adoption of the Standard of GRAP on Heritage Assets. Disclosure of the assets for which no cost or value is available as at the
balance sheet date is disclosed in the notes to the financial statements.

The following judgements were made In the assessment of whether assets should be classified as heritage assets:

Management consulted widely fo ensure completeness of the list of heritage assets. Through this process, Management
considered the cultural, environmental, historical, natural, scientific, technologicat or artistic significance of list of assets collated

= and the preservation of such assets for future generations for classification as heritage assets. In Management's view the
following items did not meet the definition of heritage assets: four mayoral chains, the Robert Sobukwe grave site, the canon in
front of the grave site and several paintings and photos.

Despite the fact that the Graaff- Reinet Town Hall and the Robert Sebukwe are classified as Historical Buildings as evidenced
« by the heritage site plaque affixed to the front door, Management has classified these huildings as Property, Plant and
Equipment because the Municipality uses a significiant portion of these buildings for administrative purposes.

The Fonteinbos Nature Reserve has been classified as Property, Plant and Equipment because it forms part of commonage
land.

All Heritage Assets have been recognised and measured at cost bar the collection of rare books and manuscripts. The
Municipality initial accounting for heritage assets is incomplete because the value for the collection of rare books and
manuscripts is not known. Management anticipaies that the full measurement will be achieved by the end of the next financial
year, 30 June 2015 within in the measurement period.

5. 1 [Initiai Recognition

The cost of an item of heritage assets is recognised as an asset if, and only if it is probable that future economic benefits or service
potential associated with the item will flow to the municipality, and if the cost or fair value of the item can be measured reliably.

When assets that might be regarded as heritage assets but which, on initial recognition, do not meet the recognition criteriz of a
heritage asset because they cannot be reliably measured, the Municipality discloses relevant and useful information about such
assets in the notes to the financial statements.

Heritage assets are initizlly recognised at cost on its acgquisition date or in the case of assets acquired by grant or donation, deemed
cost, being the fair value of the asset on initial recognition. The cost of an item of heritage assets is the purchase price and other
costs attributable 10 bring the asset to the location and condition necessary for it to be capable of operating in the manner intended
by the municipality. Trade discounis and rebates are deducted in arriving ai the cost. The cost also includes the necessary costs of
dismantling and removing the asset and restoring the site on which it is located.

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), the cost is deemed
to be equal to the fair value of that asset on the date acquired.
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The cost of an item of heritage assets acquired in exchange for a non-monetary assets or monetary assets, or & combination of
monetary and non-monetary assets is measured at the fair value of the asset given up, unless the fair value of the asset received is

more clearly evident. If the acquired item could not be measured at its fair value, its cost is measured at the carrying amount of the
asset given up.
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The table below reflecis the classes of heritage assets:

Heritage Sites

Victoria hall cuilery and crockery

Collections of rare books or manuscripis

Monuments, memorials & statues

Buildings of culiural significance

Museums

Other Assets

Transitional Provisions

The Municipality has elected to make use of the transitional provisions as set out in Directive 3, which states that entities are not
required io measure heritage assets for reporting periods beginning on or after a date within three years following the date of initial
adoption of the Standard of GRAP on Heritage Assets.

5. 2 Subsequent Measurement

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

Subsequently alt heritage assets are measured at cost, less accumulated impairment losses. Heritage assefs are not depreciated.

5. 3 Derecognition of Heritage assets

The carrying amount of an item of heritage assets is derecognised on disposal, or when no future economic benefits or service
potentiat are expected from ifs use or disposal.

The gain or loss arising from the derecognition of an ilem of heritage assets is included in surplus or deficit when the item is
derecognised.

Gains or losses are calculated as the difference between the carrying value of assets {cost less accumulated impairment losses)
and the disposal proceeds is included in the Statement of Financial Performance as a gain or loss on disposal of heritage assets.

INVESTMENT PROPERTY
6. 1 Initial Recognition

Investment property includes property {land or a building, or part of a building, or both land or buildings held under z finance lease)
held to earn rentals and/or for capital appreciation, rather than held to meet service delivery objectives, the production or supply of
goods or services, or the sale of an asset in the ordinary course of operations.

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

= |t is probable that the future economic benefits or service potential that are associated with the investment property will flow to
the entity; and

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

At initial recognition, the municipality measures investment property at cost including transaction cosis once it meets the definition of
investment property. However, where an investment property was acquired through a non-exchange transaction (i.e. where it
acquired the investment property for no or a nominal value), its cost is its fair value as at the date of acquisition.
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Based on management's judgement, the following criteria have been applied io distinguish investment properties from owner
occupied property or property held for resale:
= All properties held to earn market-related rentals or for capital appreciation or both and that are not used for administrative
purposes and that will not be sold within the next 12 months are classified as Investment Properties;
= Land held for a cumrently undetermined future use. {If the Municipality has not determined that it will use the land as owner-
occupied property or for short-term sale in the ordinary course of business, the land is regarded as held for capital appreciation);
and

= A building that is vacant but is held to be leased out under one or more operating leases on a commercial basis to exiernal
parties.

The following assets do not fall in the ambit of Investment Property and shall be classified as Property, Plant and Equipment,
Inventory or Non-Current Assets Held for Sale, as appropriate:
= Property intended for saie in the ordinary course of operations or in the process of construction or development for such sale;

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

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

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

= Property heid to provide a social service and which also generates cash inflows, e.g. property rented out below market rental to
sporting bodies, schools, low income families, efc.; and

« Property held for strategic purposes or service delivery.
6. 2 Subsequent Measurement
6. 2. 1 Subseqguent Measurement - Cost Model

Investment property is measured using the cost model. Investment Properly is stated at cost less accumulated depreciation and
accumulated impairment losses. Depreciation is calculated on cost, using the straightline method over the useful life of the
property, which is estimated at 20 - 30 years. Components of assets that are significant in relation to the whole asset and that have
different useful lives are depreciated separately. The residual value of the investment properties been assumed to be zero.

The gain or loss arising on the disposal of an investment property is determined as the difference between the sales proceeds and
the carrying value and is recognised in the Statement of Financiat Performance.

6. 3 Derecognition

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

IMPAIRMENT OF ASSETS

The entity classifies ail assets held with the primary obiective of generating a commercial return as cash-generating assets. All other
assets are classified as non-cash-generating assets,

7. 1. Impairment of Cash generating assets
The municipality assesses at each reporting date whether there is any indication that an asset may be impaired. If any such

indication exists, the municipality estimates the recoverable amount of the individual asset.

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

The best evidence of fair value less cost to sell is the price in a binding sale agreement in an arms length transaction, adjusted for
the incremental cost that would be directly attributable to the disposal of the asset’”.
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The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its value in use.

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced 1o its recoverable
amount. That reduction is an impairment loss.
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An impairment ioss of assets carried ai cost less any accumulated depreciation or amortisation is recognised immediately in surplus
or deficit.

An impairment 10ss is recognised for cash-generating uniis if the recoverable amount of the unit is less than the carrying amount of
the unit. The impairment loss is allocated {0 reduce the carrying amount of the assets of the unit as follows:

= to the assets of the unit, pro ratz on the basis of the carrying amouni of each asset in the unit.

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

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

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

7. 2. Impairment of Non-Cash generating assets

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

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

The present value of the remaining service potentiat 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 reptacement of ils gross service polential. 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.

If the recoverable service amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to its
recoverable service amount. That reduction is an impairment loss.

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised immediately in surpius
or deficit. Any impairment loss of a revalue asset is treated as a revaluation decrease.

An impairment loss is recognised for non cash-generating units if the recoverable service amount of the unit is less than the carrying
amount of the unit. The impairment loss is allocated to reduce the carrying amount of the assets of the unit to the assets of the unit,
pro rata on the basis of the carrying amount of each asset in the unit.

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

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

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation is recognised immediately in
surplus or deficit. Any reversal of an impairment loss of a revalue asset is treaied as a revaluation increase.

NON-CURRENT ASSETS HELD-FOR-SALE

8. 1 Initial Recognition
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Non-current Assets and Disposal Groups are classified as held-for-sale if their carrying amount will be recovered principally through
a sale transaction rather than through continuing use. This condition is regarded as met only when the sale is highly probable and
the asset (or disposal group) is available for immediate sale in its present condition. Management must be committed to the sale,
which should be expected to qualify for recognition as a completed sale within one year from the date of classification.
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8. 2 Subsequent Measurement

Non-current Assets (and Disposal Groups) classified as held-for-sale are measured at the fower of their previous carrying amount
and fair value less costs to sell.

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

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

The gain or loss on the eventual sale of non-current assets held for sale is included in the Statement of Financial Performance as
gain or loss on sale of assets. The gain or loss on the eventual sale of non-current assets held for sale, is calcuiated on the
difference between the net disposal proceeds and the carrying amount of the individual asset or the disposal group.

FINANCIAL INSTRUMENTS

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

Initial recognition

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

The Entity does not offset a financial asset and a financial liability unless a legally enforceable right to set off the recognised
amounts currently exist; and the entity intends either o settle on a net basis, or to realise the asset and setile the liability
simultaneously.

The effective interest rate method

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

Amortised cost

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

9. 1 Financial Assets - Classification
Afdinancial asset is any asset that is a cash or contractual right to receive cash.

tin accordance with GRAP 104 the Financial Assets of the municipality are classified as follows into the three categories allowed by
this standard:

Financial assets at amortised cost
Financial assets at fair value
Financial assets at cost

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

Type of Financial Asset Classification in terms of GRAP 104
Short-term Investment Deposits — Call Financial Instruments at Amortised Cost
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Bank Balances and Cash Financial Insfruments at Amortised Cost
Long-term Receivables Financial Instruments at Amortised Cost
Consumer Debtors Financial Instruments at Amortised Cost
Other Debtors Financial Instruments at Amortised Cost
Investments in Fixed Deposits Financial Instruments at Amortised Cost
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Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). Cash equivaleris are short-term
highly liquid investments, readily converiible into known amounts of cash, that are held with registered banking institutions and are
subject to an insignificant risk of change in vaiue. For the purposes of the cash flow statement, cash and cash equivalents comprise
cash on hand, deposits heid on call with banks, net of bank overdrafts. The municipality categorises cash and cash equivalents as
financial assets.

9. 2 Financial Liabilities - Classification

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

= Long-term Liabilities Other financial liabilities (Financial liabilities measured at amortised cost)
= Other Creditors Other financial liabilities (Financial liabilities measured at amortised cosi)
= Trade Creditors Other financial liabitities (Financial liabilities measured at amortised cost)
= Accruals Other financial liahilities (Financial liabilities measured at amortised cost)
= Consumer Deposits Other financial liabilities (Financial liabilities measured at amortised cost)
= Payment received in advance Other financial liabilities (Financial liabilities measured at amortised cost)
» Retention Other financial liabilities (Financial liabilities measured at amortised cost)
= Staff Leave Accrued Other financial lizbilities (Financial liabilities measured at amortised cost)

Financial liabilities that are measured at fair value are financial liabilities that are essentially held for trading (i.e. purchased with the
intention to sell or repurchase in the short term; derivatives other than hedging instruments or are part of a porifolio of financial
instruments where there is recent actual evidence of short-term profiteering or are dertivatives).

Bank coverdrafts are recorded based on the facility utilised. Finance charges on bank overdrafts are expensed as incurred.
9. 3 Initial and Subsegquent Measurement

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

Financial Liabilities held at amortised cost

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

Prepayments are carried at cost less any accumutaied impairment losses.

Financial guarantee contract

Financial guarantee contracts represent contracts that require the issuer to make specified payments te reimburse the holder for a
loss it incurs because a specified debtor fails 1o make payments when they are contractually due. Financial guarantee contract
lizbilities are initizlly measured at fair value. The subsequent measurement of financial guarantee contracts is the higher of the

amount determined in accordance with the policy on provisions as set out below, or the amount initially recognised less when
appropriate cumulative amortisation.

9. 4 Impairment of Financial Assets
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Financial assets are assessed for indicators of impairment at the end of each reporting period. Financial assetfs are impaired where
there is objective evidence of impairment of Financial Assets (such as the probability of insolvency or significant financial difficulties
of the debtor). If there is such evidence the recoverable amount is estimated and an impairment loss is recognised in accordance

with GRAF 104.
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Financial assets carried at amortised cost
Accounts receivables encompasses long term debtors, consumer debtors and other debtors.

Initially Receivable from Exchange and Non-exchange transactions are valued at fair value and subsequently carried at amortised
cost using the efiective interest rate method. An estimate is made for doubtful debt based on past default experience of all
outstanding amounts at year-end. Bad debis are written off the year in which they are identified as irrecoverable. Amounts
receivable within 12 months from the date of reporting are classified as current.

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

Government accounis are not provided for as such accountis are regarded as receivable.

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

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

9. 5 Derecognition of Financial Assets

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

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

9. 6 Derecognition of Financial Liabilities

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

INVENTORIES

10. 1 Initial Recognition

Inventories comprise current assets held for sale, current assets for consumption or distribution during the ordinary course of
business. Inventories are initially recognised at cost. Cost generaily refers to the purchase price, plus taxes, transport costs and

any other costs in bringing the inventories to their current location and condition. Where inventory is manufactured, construcied or
produced, the cost includes the cost of labour, materials and overheads used during the manufacturing process.

Where inventory is acquired by the municipality for no or nominal consideration {i.e. a non-exchange transaction}, the cost is
deemed to be equal to the fair vaiue of the item on the date acguired.
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Direct costs relating to properties that will be sold as inventory are accumulated for each separately identifiable development. Costs
also include a proportion of overhead costs.
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10. 2 Subsequent Measurement
Consumable stores, raw materials, work-in-progress and finished goods

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

Water inventory

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

Redundant and slow-moving inventories

Redundant and slow-moving inveniories are identified and written down from cost to net realisable value with regard to their
estimated economic or realisable vatues and sold by public auction. Net realisable value is the estimated selling price in the ordinary
course of business, less applicable variable selling expenses. Differences arising on the measurement of such inventory at the lower
of cost and net realisable value are recognised in the Statement of Financial Performance in the year in which they arise. The
amount of any reversal of any write-down of invenlories arising from an increase in net realisable value or current replacement cost
is recognised as a reduction in the amount of inventories recognised as an expense in the period in which the reversal occurs,

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

REVENUE RECOGHNITION
1. 1 Revenue from Exchange Transactions

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

11. 1. 1 Service Charges

Service charges relating o solid waste, sanitation and sewage are levied in terms of the approved tariffs.

Service charges relating to electricity and water are based on consumption. Meters are normally read on a monthly basis and are
recognised as revenue when invoiced. Where meters are not read monthly, provisional estimates of consumption, based on the
consumption hisiory, are made monthly when meter readings have not been performed. The provisional estimaies of consumption
are recognised as revenue when invoiced, except at year-end when estimates of consumption up to year-end are recorded as
revenue without being invoiced. Adjustments to provisional estimates of consumption are made in the invoicing period in which
meters have been read. These adjustments are recognised as revenue in the invoicing pericd. In respect of estimates of
consumption between the last reading date and the reporting date, an accrual is made based on the average monthly consumption
of consumaers.

Service charges relating to refuse removal are recognised on a monthly basis in arrears by applying the approved tariff to each
property that has improvements. Tariffs are determined per caiegory of properiy usage, and are levied monthly based on the number
of refuse containers on each property, regardless of whether or not all containers are emptied during the month.

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

43



CAMDEBOOC MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

11. 1. 2 Pre-paid Electricity

Revenue from the sale of electricity pre-paid meter cards are recognised at the point of sale. An adjustment for an unutilised portion
is made at year-end based on the average consumption history.
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11. 1. 8 Finance income

interest earned on invesiments is recognised in the Statement of Financial Performance on the time proportionate basis that takes
into account the efiective yield on the invesiment.

inlerest earned on unutilised conditional grants is allocated directly to the creditor: unutilised conditional grants, if the grani
conditions indicate that interest is payable to the funder.

11. 1. 4 Tariff Charges

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

11. 1. § Income from Agency Services

Income for agency services is recognised on a menthly basis once ihe income collected on behalf of agents has been guantified.
The income recognised is in terms of the agency agreement.

11. 1. 6 Sale of Goods

Revenue from the sale of goods is recognised when all the following conditions have been met:
» The municipality has transferred to the buyer the significant risks and rewards of ownership of the goods.
= The municipality retains neither continuing managerial involvement to the degree usually associated with ownership nor
effective control over the goods sold.
= The amount of revenue can be measured reliably.
» |t is probable that the econormic benefits or service potential associated with the transaction will flow to the municipality.
= The costs incurred or to be incurred in respect of the fransaction can be measured reliably.

11. 1. 7 Rentals
Revenue from the rental of facilities and equipment is recognised on a straight-line basis over the term of the lease agreement.
11. 2 Revenue from Non-exchange Transactions

Revenue from non-exchange iransactions refers to transactions where the municipality received revenue from another entity without
direcily giving approximately equal value in exchange. Revenue from non-exchange transactions is generally recognised to the
extent that the the related receipt or receivable qualifies for recognition as an asset and there is no liability {o repay the amount,

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

11. 2. 1 Rates and Taxes

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

11. 2. 2 Fines
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Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is recognised on the accrual basis,
together with management's best estimate of the probable inflows from the amounts not yet collected.
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11. 2. 3 Public contributions

Revenue from public contributions is recognised when all conditions associated with the contribution have been met or where the
contribution is to finance property, plant and equipment, when such items of property, plant and equipment are brought into use.
Where public contributions have been received and the municipality has not met the condition, & liability is recognised.

11. 2. 4 Government Grants and receipis

Equitable share allocations are recognised in revenue at the start of the financial year if no time-based restrictions exist.

Income received from conditicnal grants, denations and funding are recognised as revenue lo 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. Government grants that are receivable as compensation for expenses or
losses already incurred or for the purpose of giving immediate financial support to the municipality with no future related costs are
recognised in the Statement of Financial Performance in the period in which they become receivable.

11. 2. 5§ Revenue from Recovery of Unauthorised, Irregular, Fruitless and Wasteful Expenditure

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

PROVISIONS

Provisions are recognised when:
= The municipality has a present legal or constructive obligation as a result of past events;
= It is probabie that an outflow of resources embodying economic benefits or service potential will be required to settie the
obligation; and
« A reliable estimate can be made of the obligation

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

Future events that may affect the amount required to seltie an obligation are refiected in the amount of a provision where there is
sufficient abjective evidence that they will occur. Gains from the expected disposal of assets are not taken into account in measuring
a provision. Provisions are not recognised for future operating losses. The present obligation under an onerous contract is
recognised and measured as a provision. An onerous contract is a contract in which the unavoidable costs of meeting the
obligations under the contract exceed the economic benefits expected to be received under it. The unavoidable costs under a
contract reflect the least net cost of exiting from the contract, which is the iower of the cost of fulfilling it and any compensation or
penalties arising from failure {o fulfil it - this unavoidable cost resulting from the contract is the amount of the provision to be
recognised. Management does not expect there to be any reimbursements for any of the provisions raised.

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

Environmental rehabilitation provisions

Estimated long-term environmenial provisions, comprising rehabilitation and landfilt site closure, are based on the Entity’s policy,
taking into account current technological, environmental and regulatory requirements. The provision for rehabilitation is recognised
as and when the environmentai liability arises. To the exient that the obligations relate to the asset, they are capitalised as part of the
cost of those assets. Any subsequent changes to an obligation that did not relate io the initial related asset are charged to the
Statement of Financial Performance.
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EMPLOYEE BENEFITS
13. 1 Short-term Employee Benefits

Remuneration to employees is recognised in the Statement of Financial Performance as the services are rendered, except for non-
accumulating benefits, which are only recognised when ihe specific event occurs.

The municipality treats its provision for leave pay as an accrual.

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

13. 2 Post employment benefiis

The Municipalily provides post-retirement medical benefits by subsidizing the medical aid contributions of certain retired staff
according to the rules of the medical aid funds. Councit pays 60% as contribution and the remaining 40% are paid by the members.
The entitiement to these benefits is usually conditional on the employee remaining in service up to retirement age and the
completion of a minimum service period. The present value of the defined benefit liabilily is actuarially determined in accordance with
GRAP 25 - Employee benefits (Using a discount rate applicable to high guality government honds). The plan is unfunded.

13. 2. 1 Post-retirement Health Care Benefits:

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

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

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

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

13. 2. 2 [Long-service Alfowance

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

LEASES

Lease Classification

Leases are classified as finance leases where substantially all the risks and rewards associated with ownership of an asset are
transferred to the municipality.

Leases other than finance leases are classified as operating leases.
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14. 1 The Municipality as Lessee
Finance leases

Where the Municipality enters into a finance lease, Property, plant and equipment or Intangible Assets subject to finance lease
agreemenis are capitalised at amounts equal fo the fair vaiue of the leased asset or, if lower, the present value of the minimum lease
payments, each determined at the inception of the lease. Corresponding liabilities are included in the Statement of Financial Position
as Finance Lease Liabilities. The corresponding liabilities are initially recognised at the inception of the lease and are measured as
the sum of the minimum lease payments due in terms of the lease agreement, discounted for the effect of interest. In discounting the
lease payments, the municipality uses the interest rate that exactly discounts the lease payments and unguaranteed residual value
to the fair value of the asset plus any direct costs incurred. Lease payments are allocated between the lease finance cost and the
capital repayment using the effective interest rate method.

Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting policies applicable to
Property, Plant and Equipment or intangibles. The lease liabilily is reduced by the lease payments, which are sllocated between the
lease finance cost and the capital repayment using the effective interest rate method. Lease finance costs are expensed in the
Statement of Financial Performance when incusred. The accounting policies relating to derecognition of financial instruments are
applied to lease payables. The lease assel is depreciated over the shorter of the asset's useful life or the lease ierm.

Operating leases

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

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

14. 2 The Municipality as Lessor

Amounts due from lessees under finance leases ar instalment sale agreements are recorded as receivables at the amount of the
Municipality's net investment in the leases. Finance lease or instalment sale income is allocaied to accounting periods so as to
refiect a consiant periodic rate of return on the Municipality's net investment cutstanding in respect of the leases or instalment sale
agreements.

Operating lease rental income is recognised on a siraight-line basis over the term of the relevant lease.
14. 3 Determining whether an arrangement contains a lease

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

The municipality capitalises borrowing costs incurred that are directly attributable to the acquisition, construction or production of a
qualifying asset as part of the cost of that asset only when the commencement date for capitalisation is on or after 1 July 2008, while
all other borrowing costs incurred (including borrowing cost incurred on qualifying assets where the commencement date for
capitalisation is prior to 1 July 2008) are recognised as an expense in the Statement of Financial Performance in accordance with
the requirements of GRAP 5. To the extent that an entity borrows funds generally and uses them for the purpose of obtaining a
qualifying asset, the entity shall determine the amount of borrowing costs eligible for capitalisation by appiying a capitalisation rate to
the expenditure on that asset. The capitaiisation rate shall be the weighted average of the borrowing costs applicable to the
borrowings of the entity that are outstanding during the peried, other than borrowings made specifically for the purpose of oblaining a
qualifying asset. The amount of borrowing costs that an entity capitalises during a period shall not exceed the amount of borrowing
costs it incurred during that peried.

The municipality ceases to capitalise borrowing costs when substantially all the activities necessary to prepare the qualifying assets
for its intended use has been completed. Where the construction of the qualifying asset is completed in parts and each part is
capable of being used while construction continues on other parts, the entity shall cease capitalising borrowing costs when it
completes substantially all the activities necessary to prepare that part.

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 noi:

= 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 peried that the events giving rise to
the transfer occurred.

VALUE ADDED TAX

The Municipality is registered with SARS for VAT on the payments basis, in accordance with Sec15(2)(a) of the Value-Added Tax
Act No 89 of 1991. Revenue, expenses and assets are recognised net of the amounts of value added iax. The net amount of Value
added tax recoverable from, or payable to, the taxation authority is included as part of receivables or payabies in the Statement of
Financiat Position.

UNAUTHORISED EXPENDITURE

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is noi in terms of the conditions of an
ailocation received from another sphere of government, municipality or organ of state and expenditure in the form of a grant that is
not permitted in terms of the Municipal Finance Management Act (Act No 56 of 2003). All expenditure relating 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 fingncial performance. If the expenditure is not condoned by the Council it is treated as an asset until
it is recovered or written off as irrecoverable.

IRREGULAR EXPENDITURE

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

FRUITLESS AND WASTEFUL EXPENDITURE
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Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable care been
exercised. All expenditure relating to fruittess 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. If the
expenditure is not condoned by the Council it is treated as an asset until it is recovered or writien off as irrecoverable.
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CHANGES IN ACCOUNTING POLICIES, ESTIMATES AND ERRORS

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

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

Correction of errors is applied retrospectively in the period in which the error has occurred 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 error. In such
cases the municipality shall restate the opening balances of assets, lizbilities and net assets for the earliest period for which
retrospective restatement is practicable. Refer to the notes to the Annual Financial Statements for details of corrections of errors
recorded during the period under review where applicable.

RELATED PARTIES

individuals as well as their close family members, and/or entities are related parties if one party has the ability, directly or indirectly, 1o
control or jointly control the other party or exercise significant influence over the other party in making financial and/or operating
decisions. Related parties include key management personnel such as the Municipal Manager, Chief Financial Officer and afl other
managers reporting directly to the Municipal Manager or as designated by the Municipal Manager and close family members of key
management personnel.

EVENTS AFTER THE REPORTING DATE

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

FOREIGN CURRENCIES

Transactions in foreign currencies are inifially recorded at the prevailing exchange rate on the dates of the transactions. Monetary
assets and liabilities denominated in such foreign currencies are retranslated at the rates prevailing at the reporting date. Exchange
differences are included in the Statement of Financial Performance.

COMPARATIVE INFORMATION
25. 1 Current year comparatives:

Budgeted amounts have, in accordance with GRAP 1, been provided to these financial statements and forms part of the Annual
Financial Statements.

25. 2 Prior year comparatives

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

25. 3 Budget Information
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The annuat budget figures for the year ending 2014/15 have been prepared and presented in accordance with the GRAP standard
under the accrual basis of accounting for budgets approved by Council by nature classification, and are consistent with the
accounting policies adopted by the Council for the preparation of these financial statements. Explaratory comment is provided in the
notes to the annuat financial statements giving firstly reasons for overall growth or decline in the budget and secondly motivations for
over- or under spending on tine items. The annual budget figures included in the financial statements are for the Municipality and do
not include budget information refating to subsidiaries or associates. These figures are those approved by the Councit at the
beginning and during the year foliowing a period of consuliation with the public as part of the Integrated development plan.
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CONTINGENT ASSETS AND CONTINGENT LIABILITIES

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

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

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

TREATMENT OF ADMINISTRATION AND OTHER OVERHEAD EXPENSES

The costs of internal support services are fransferred to the varicus services and departments to whom resources are made
avaitable,

CAPITAL COMMITMENTS

Hems are classified as commitments where the Municipality commits itself to future transactions that wilt normally result in the outflow
of resources.

Capital commitments are not recognised in the statement of financial position as a liability but are included in the disclosure notes in
the following cases:
= Approved and contracted commitments, where the expenditure has been approved and the contract has been awarded at the
reporting date, where disclosure is required by a specific standard of GRAP.

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

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

= Contracts that are entered into before the reporting date, but goods and services have not yet been received are disclosed in
the disclosure notes to the financial statements.

= Other commiimenis for coniracts are be non-cancellable or only cancellable at significant cosi contracts should relaie fo
something other than the business of the municipality.
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1.

CAMDEBOOC MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2015

GENERAL INFORMATION
Camdeboo Municipality {the municipality) is a local govemnment institution in the Eastern Cape, and is one of nine local municipalifies under the
jurisdiction of lhe Sarah Baariman Disirict Municipality. The addresses of its registered office and principal place of business are disclosed under
"General information” included in the Annual Financigl Statements and in the infroduction 1o the Annual Report. The principal activities of the
municipality are disclosed in the Annual Repert and are prescribed by the Municipat Finance Management Act (MFMA).
INVENTORIES 2015 2014
Consumable Steres 4,728,200 3.680.807
waler 150,822 121.408
Total Inventeries 4,879,022 3,802,215
The amount of inventories recognised as expenses for the year amounted o R4 131 387 (2014; R2 326 375)
The cost of water production for the year amounted to RE.59 per ki (2014: R4,11 per kl).
No invenlories have been pledged as collalera! for Liabililies of the municipality,
RECEIVABLES FROM EXCHANGE TRANSACTIONS
Service Deblors: 53,535,626 44 144,711
Electricily 11,804,958 11,044,855
Refuse 5,389,905 4,168,691
Sewerage 12,341,396 8,127,599
Water 23,898,367 19,813,467
Other Receivables 5,078,577 5,643,208
Heusing 2,258,874 2,414,343
Meter Readings not Billed 2,047,615 2,245,767
Other Debtors 771,088 983,098
Add: Credit dabtors balances 1,087,275 -
tess: Provision for Impairment (40,977,674} (25,021,705}
Total Receivables from Exchange Transactions 18,723,804 24,766,214

Other Recelvables include outstanding deblors fer various other senvices, € . Arrangements, Deposits, Housing, Interest, Rentals ang Sundry Services
like Garden Refuse, Sanitation Bags, etc.

Cther Debtors consists of altorney handovers, atierney payments and a guarantee.

Receivables from Exchange Transaclions are billed monthly, No interest is charged on Receivables unti the end of the following month. Thereafter
interest is charged at a rate determined by councit on the outstanding batance.

At 30 June 2015, the municipality is owed R9 201 400 (30 June 2014: R14 844 103) by National and Provincial Government.

The municipality did not pledge any of its Receivables as security for borrowing purposes,

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

The fair value of Receivables was determined after considering the standard terms and conditicns of agreements entered into between the municipality
and Deblors as well as the current payment ratio’s of the municipality's Receivables.

3.1 Ageing of Receivables from Exchange Transactions

As at 30 June 2015

[ Current | | Past Due | | Total !
[ o0-300ays || 31-60Davs || 61-90Days §1 +%0Days |
All Receivables: .
Gross Batances 18,507,458 4,179,103 3,582,088 l 33.432,523| | 59,701,479
Less: Provision for impairment 12,703,079 2,868,437 2,458,660 22,947,497 40,977,674

Net Balances ] 5,804,379 | [ 1,310,667 | | 1,123,428 | | 10,485,330 | | 18,723,805 |

As al 30 June 2014 Receivables of R12,918,426 were past due but not impaired. The age analysis of these Receivables are as follows;

| Past Due Total |
| 31-60Days || 67-90Days || +90Days |
All Receivables:
Gross Balances 4,178,103 3,582,089 33,432,828 41,194,021
Less: Provision for Impairment 2,868,437 2,458,660 22,947,497 28,274 585
Net Balances 1!310 667 1,323 428 10,485,330 12,518,426
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CAMDEBOO MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2015

3. RECEIVABLES FROM EXCHANGE TRANSACTIONS (Continued)

3.1 Ageing of Recefvables from Exchange Transactions (continued)

As at 30 June 2044

[ cumemt 1] Past Due | Totai
| 0-30days || 31-60Days || 67-90Days || +90Days |
All Receivables:
Gross Balances 15,158,292 3,813,151 3,011,272 28,105,206 49,787,920
Less: Provision for Impairment 7,756,728 1.751.519 1,501,302 14,012,155 25,021,705
Net Balances [ 7.401,563 | 1,761,631 | | 1,509,970 | | 14,003,051 | | 24,766,215 |
As al 30 June Recsivables of R17,364,652 were past due but not impaired. The age analysis of these Receivables are as follows:
§ Past Due | Total
[ 31-60Days || 671-90Days || +90Days |
All Receivables:
Gross Balances 3,513,151 3,011,272 28,105,206 34,629,628
Less: Provision for Impairment 1,751,519 1,501,302 14,012,155 17,264,976
Net Balances 1,761,631 1,509 970 14,093,051 17,364,652
3.2 Reconciliation of the Provision for Impairment 2015 2014
R R
Balance at beginning of year 25,021,708 20,878,684
Impairment Losses recognised 19,167,663 4.043,021
Amaounts written off as uncollectable 3,211,604 .
Balance at end of year 40,977,674 25,021,705

In determining the recoverabilily of a Receivable, the municipality considers any change in the credit quaiity of the Receivable from the date credit was
initially granted up 1o the reporling date, Furthermore, the municipalily has also placed a slrong emphasis on verifying the indigent status of consumers.
The concentration of credit risk s limited due to the customer base being spread over a large number of consumers and is not concentrated in any
particular seclor or geographical area. Accordingly, management believe that there is no further credit provision required in excess of the Provision for

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

3.3 Ageing of impaired Receivables from Exchange Transactions

Current:
0 - 30 Day! 12,743,079 7.756,728
Past Due;
31-60 Days 2,868,437 1,751,518
61 .90 Days 2,458,660 1,801,302
+80 Days 22,947,497 14,012,155
Taotat 40,877,674 25,021,705
3.4 Derecognition of Financial Assets
No Financial Assels have been transferred to other panies during the year.
RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS
Gross Provision for Net
Balances impairment Balances
R R 31
As at 30 June 2015
Assassment Rates Debtors 12,782,568 (8,243,737} 4,548,831
Payments made in Advance 603,217 - 603,217
Accruals - - -
Sundry Deposits 100,000 - 100,000
Sundry Debtors 2,184,032 {218,680} 1,965,352
Add: Credit debtors balances 553,088 - 553,089
Total Recelvables from Non-exchange Transactions 16,232,906 (8,462 417} 7,770,489
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CAMDEBOO MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2015

As at 30 June 2014

Assessment Rates Debtors
FPayments made in Advance
Sundry Deposits
Sundry Debtors

Total Receivables from Non-exchange Transactions

4. RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS {Continsed)

Gross Provision for Net
Balances impairment Balances
R R R
11,484,940 {10,468,267) 1,016,673
803,297 - 603,217
100,000 - 100,000
1.608.474 (315,180} 1,293,284
13,796,631 {10,783,447) 3,013,184

Sundry Deposits are in respect of cash deposits made to local fuel stalions for the supply of fuel.

The municipality dees not hold deposits or other security for its Receivables.

Nane of the Receivables have been pledged as security for the municipatity's financial liabilites.

The management of the municipalily is of the opinion thal the carrying value of Receivables approximate their fair values.

The feir value of Receivables was determined afler considering the standard terms and condilions of agreements entered into between the municipality
and National / Provincial Departments as well as Other Deblors. The currenl payment ratia's of Other Debtors were also taken into account for fair value

determination.

4.1 Ageing of Receivables from Non-exchange Transactions

As at 30 Jupe 2015

Assessment Rates:

Gross Balances
Less: Provision for Impairment

Net Balances

Payments made irr Advance:

Gross Balances
Less: Provision for Impairment

Net Balances

Sundry Deposits:

Gross Balances
Less. Provision for Impairment

Net Balances

Sundry Debtors:

Gross Balances
Less: Provision for Impaimment

Net Balances

Al Receivables:
Gross Balances
Less: Provision for Impairment

|  cument ] Past Due | Total
| o0-300sys || 31-60Days || 61-90Days 11 +90Days |
1,171,551 558,945 631,353 10,630,719 12,792,568
54,986 -360,183 -342,412 -6,788,165 (8,243,737)
416,585 1985752 188,941 3,744 554 4,548,831
603,217 - - - 603,217
603,217 - - - 603,217
100,000 . - - 100,000
100,006 - - - 100,000
2,184,032 - - - 2,184,032
{218,680} - - - {218,680}
1,968,352 - - - 1,965,352
As al 30 June 2014 Receivables of R4,132,247 were past due but not impaired. The age anatysis of these Receivables are as follows:
| Past Due ] Total
[ 31-60Days || 67-50Days §i] +90Days |
558,945 531,353 10,530,720 11,621,017
{360,193} {342,412} (6,786,165) (7,488,771}
198,752 188,941 3,744,554 4,132,247

Net Balances
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CAMDEBOO MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2015

4, RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS {Continued)

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

As at 30 June 2074

E Current | Past Due | Total

[ To-30days || 37-60Days || 61-80Days || +90Days |
Assessment Rates:
Gross Batances 1,084,554 517,439 481,806 9,391,051 11,484,940
Lass: Provision for Impairment (958,690) {457,389) {434,811} {8,617,377) {10,468,266)
Net Balances 125,864 60,050 57,085 773,674 1,016,674
Payments made in Advance:
Gross Batances 603,247 - - - 603,217
Less; Provision for Impairment - - - - -
Net Balances 603,217 - - - 503,247
Sundry Depasits:
Gross Balances 100,000 - - - 100,000
Less: Provision for Impairment - - - - -
Net Balances 100,000 - - - 100,000
Sundry Debtors:
Gross Balances 1,608,474 - - - 1608474
Less: Provision for impairment (315,180) - - - {315,180)
Net Balances 1,293,294 - - - 1,293,294
As 21 30 June 2014 Receivables of R890,810 were past due but not impaired. The age analysis cf these Receivables are as follows:

[ Past Due | Total
| 31-60Days || 61-90Days || +90Days |

All Receivables:
Gross Balances 517,439 491,898 2,391,051 10,400,386
Less: Frowsion for Impaimment {457.389) {434,811) {8.617,377) {9,508,576)
Net Balances 60,05¢ 57,085 773674 890,80
4.2 Reconciliation of Provision for Impairment
Balance at beginning of year 10,488,267 7.790.400
impairment Losses recognised (2.224.530) 2,677,867
Balance at end of year 8,243,737 10,468,267

The Provision for Impairment on Receivables exists predominanily dug 1o the possibiiity that these debis wifl nol be recovered. Loans and receivables
were assessed individually and grouped tegether as financlal assets with similar credit risk characterislics and collectively assessed for impairment.

‘The Provision for Impairment was calcufated after grouping &l the financia! assets of similar nature and nsk ratings and assessing the recoverability.

No Provision for Impairment has been made in respect of government debt as these amounis are considered to be fully recoverable. The municipality
helds collateral over these balanrces in the form of Rates Assessment Beposits / Guarantaes, which are not covering the total cutstanding debt and

vacant property respeclively.

Furtermore, no Provision for Impaiment was calcutated on Receivables from Non-Exchange Transactions other than Assessment Rates Debtors as the

management is of the opinion that ail Receivables are recoverable within normat credit terms.
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CAMDEBOO MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2015

5. NON-CURRENT ASSETS HELD-FOR-SALE

Property Held-for-Sale - at cost 1,820,922 2,080,922

Total Non-current Assets Held-for-Sale 1,920,922 2,060,922

Property Held-for-Sale

The municipality intends to dispose of some of its undeveloped Land. The sale of the land is busy being concluded and will be compleled within the next
twelve months. No impairment loss was recognised on reclassification of the property as held-for-sale.

6. CASH AND CASH EQUIVALENTS

Currenl Investments 21,547,298 29,658,401
Bank Accounts {219,770) (1,842,480)
Cash on hand 2,000 2,140
Total Bank, Cash and Cash Equivalents 21,379,528 27,818,042

For the purposes of the Statement of Financial Position and the Cash Fiow Statement, Cash and Cash Equivalents include Cash-on-Hand. Cash in
Banks and Invesiments in Money Markel Instruments.

6.1 Current Investment Depasits

Call Deposits 21,597,298 29,658,401

TFotal Current Investment Deposits 21,557,298 29,658,401

Cali Deposils are investments with a maturity period of less than 2 months and earn interest rates varying from 4,60 % to 6,77 % (2014: 4,00% to 5,30%)
per annum.

Deposits attributable to Unspent Conditional Grants 4,637,301 9,461,624
Deposits atiributable to Capital Replacement Reserve, 5,000,000 5,000,000
Ueposits attributable to Payables from Exchange Transaclions 4,155,017 3,358,778
Deposits attfbutable to Current Provisions 3,608,656 8,456,635
Deposits atiributable to Consumer Deposits 2,133,554 1,881,244
Deposits atiributable to Payables from Non-Exchange Transactions 3,168,948 4,035,858
Total Deposits attributable to Commitments of the Municipality 22,703,476 32,194,138

6.2 Bank Accounts

Cashin Bank {219,770) {1,842 499)
Current Invesiments 21,697,208 28,658,401
Total Bank Accounis 21,377,528 {1,842,499)

The Municipality has the following bank accounts:

Primary Bank Account
First National Bank - Vole Mumber 628929709200

Cash book balance at beginning of year {1,842,499) 6,285,155
Cash beok batance at end of year {218,770) {1,842,489)
Bank statement balance at beginning of year 2,238,225 -
Bank statement balance al end of year 2,238,225 2,238,228

First National Bank - Account Number 52300007898
Bank statement balance al beginning of year - 6,285,155
Bank statement balance at end of year - -

ABSA -Aberdeen - Account Number 4653048940
Bank stalement balance al beginning of year 23,587 24,987
Bark stalement balance at end of year 23.587 23,587

Interest on overdrawn current accounts are charged at lhe banker's prime rate plus two percent per annum.
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CAMDEBQCO MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2015

6. CASH AND CASH EQUIVALENTS (Continued)
6.2 Bank Accounts (Continued)

Current Investments

ABSA - Accoun! Number 9257114251

Bank statement balance at beginning of year 39,337 966,805
Bank slatement balance at end of year 39.337 38,337

ABSA - Account Number 9071870653
Bank statement balance at beginning of year 458,608 438,619
Barnk statement balance at end of year 450.609 458,609

ABSA - Account Number 8293816776
Bank statement balance &t beginning of year 5,000,000 5,000,000
Bank stalement balance at end of year 24,215 24,215

ABSA - Account Number 8283160909
Bank stalement balance at beginning of year 5,058,247 5,000,000
Bank statement balance at end of year £.058.247 5,058,247

Nedbank - Account Number 7881105836
Bank statement balance at beginning of year - 13,000,000
Bank statement batance at end of year - -

FNB - Account Number 62374218503
Bank statement balance at beginning of year 3,851,154 560,717
Bank statement balance at end of year 3,851,154 3.851.154

FNB - Account Number 74374220066
Bank statement balance at beginning of year 146,513 9,300,885
Bank statement balance at end of year 146,513 146,513

FNB - Account Number 74463211025
Bank statement balance at beginring of year - 8,000,000
Bank statement kalance at end of year . -

Investec - Accoun! Number 50004131452
Bank slalement balance at beginning of year - 21,214,107
Bank statement palance at end of year - -

investec - Accounl Number 50006068687
Bank statement balance at beginning of year 52,586 1,445,593
Bank statement balance at end of year 52,586 52,588

Nedbank - Account Number 1766800029
Bank statement balance at beginning of year 20,028,740 20,000,000
Bank statement balance at end of year 20,026,740 20,026,740

Total current investments
Bank statement balance at beginning of year 34,634,185 84,926,736
Bank statement balance at end of year 28,658,401 29,658,401

6.3 Cash on hand

Cash Floats and Advances 2.0600 2,140

Total Cash on hand in Cash Floats, Advances and Equivalents 2,000 2,140

The municipality did not pledge any of its Cash and Cash Equivalents as collateral for #s financial fiabiities.
No reslrictions have been imposed on the municipality in terms of the utilisation of its Cash and Cash Equivalents.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2015

7. PROPERTY, PLANT AND EQUIPMENT

30 June 2015

Reconciliation of Carrying Value

CAMDEBOO MUNICIPALITY

Infra-
Description Land Buildings Community Other Total
structure
R R R R R R

Carrying values at 01 July 2014 97,546,780 4,838,773 534,907,920 5,020,774 22,986,088 665,300,335
Cost 97,546,780 21,452,629 1,243,294, 791 18,517,265 41,326,397 1,422,137,862
- Completed Assels 97,546,780 21,452,629 1,239,588,571 18,517,265 41,326,397 1.418,431,642
- Under Construction - - 3,706,220 - - 3,706,220
Accumulated Depreciation: - (16,613,856) (708,386.871) (13,496.491) (18.,340,309) (756,837,527)
- Cost - (16,613,856) (708,386,871) (13,496,491) (18,340,309} (756,837,527)
Acquisitions - - 14,500,373 - 5,950,945 20,451,318
Capital under Construction - Additions: = - 10,610,860 - - 10,610,860
Depreciation: =z (342,115) (35.827,604) (366,947) (3,992,824) (40,529.491)
- Basedon Cost - (342,115) (35,827,604) (366,947) (3,992,824) (40,529,491)
Carrying value of Disposals: & - - - (330,925) (330,925)
- Cost - - - - (1,357,546) (1,357,546)
- Accumulated Depreciation s = - - 1,026,620 1,026,620
Capital under Construction - Completed g - (1,452,008) - - (1,452,008)
Carrying values at 30 June 2015 97,546,780 4,496,658 522,739,541 4,653,827 24,613,284 654,050,090
Cost 97,546,780 21,452,629 1,266,954,016 18,617,265 45,919,797 1,450,390.487
- Completed Assets 97,546,780 21,452,629 1,256,343,156 18,517,265 45,919,797 1,439,779,627
- Under Construction - - 10,610,860 - - 10,610,860
Accumulated Depreciation: - (16,955.971) (744,214 475) (13,863,438) (21,306,513 -796,340,397
- Cost - -16,955,971.07 -744,214,475 -13,863,438 -21,306,513 -796,340,397

30 June 2014
Reconciliation of Carrying Value

Infra-
Description Land Buildings Community Other Total
structure
R R R R R R

Carrying values at 01 July 2013 98,993,280 5,180,888 533,097,287 5,387,721 25,906,030 668,565,206
Cost 98,993,280 21,452,629 1,206,715,900 18,517,265 40,649,249 1,386,328,323
- Completed Assets 98,993,280 21,452,629 1,204,328,821 18,517,265 40,649,249 1,390,078,518
- Under Construction . - 2,387,079 - - (482,204)
Accumulated Depreciation: - (16,271,741) (673,618,613) (13,129,544) (14,743,219) (717,763,117)
- Cost - (16,271,741) (673.618.613) (13.129,544) (14,743,219) (717,763,117)
Acquisitions 36,952,012 677,148 37,629,160
Capital under Construction - Additions: - - 3,706,220 - - 3,706,220
Depreciation: - (342,115) (34.768,258) (366,947) (3.845,337) (39,322,657)
- Basedon Cost - (342,115) (34,768,258) (366.947) (3.845,337) (39,782.023)
Carrying value of Disposals: - - - - 248,247 248 247
- Cost - “ . N @ -
- Accumulated Depreciation 2 N - 248,247 248247

- Based on Cost = = e % u
Fair value adjustment to land 586,500
Assets transferred to current assets (2,033,000)
Capital under Construction - Completed L - (4,079,341) - - (4,079,341)
Carrying values at 30 June 2014 97,546,780 4,838,773 534,907,920 5,020,774 22,986,088 665,300,335
Cost 97,546,780 21,452 629 1,243,294 791 18,517,265 41,326,397 1,422,137,862
- Complefed Assets 97,546,780 21,452,629 1,239,588,571 18,517,265 41,326,397 1,418,431,642
- Under Construction - - 3,706,220 - - 3,706,220
Accumulated Depreciation: (16,613,856) (708,386.871) (13,496,491) (18,340,309) (756,837,527)
- Cost - (16,613,856) (708,386,871) (13,496,491) (18,340,309) (756,837,527)
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CAMDEBQO MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2015

2015 2014

PROPERTY, PLANT AND EQUIPMENT (Continued)

The prior year Property, Piant and Equipment batances have been restated. Reler to Nete 36 on "Correction of error, changes in accounting policies and reclassifications” for details of the
restatement.

The municipality did not piedge any of its assets as security. No restrictions apply to any of the Property, Plant and Equipment of the municipality.

No impairment josses have been recognised on Property, Plant and Equipment of the municipality al the reporiing dale.

INTANGIBLE ASSETS 2015 2014
R R
Al Cost less Accumulated Amortisation and Accumulated Impairment Losses 17,159 31,669
The movement in Intangible Asseis is reconclied as follows: Computer Total
Software
Carrying values at 01 July 2013 39,484 39,484
Cost 44,859 I l 44,899
Accumulated Amortisation -5,415 -5,415
Acquisitions: 1,985 1,985
- Purchased | 1095] | 1,995 |
Amortisation: -9.811 -9.811
- Based on Cost [ 9511] | 9811 |
Carrying values at 30 June 2014 31,668 31,668
Cost 46,894 | ‘ 46,804
Accumulated Amortisation -15,226 -15,226
Acquisitions: - -
- Purchased [ -1 - i
Amortisation: -14,510 -14.510Q
- Based an Cost { -14,510] | 214,510}
Carrying values at 30 June 2015 17,159 17,158
Cost 46,894 | | 46,804
Accumulated Amortisation -29.736 -29.736

The amorlisation expense has been inciuded in the line item "Deprecialion and Amortisation® in the Statement of Financial Performance.

Nao restrictions apply to any of the Intangible Assets of the municipality.
Refer to Appendix "A” for more delail on intangible Assets.
No impairment losses have been recognised on Intangible Assets of the municipality at {he reperting date.

2015 2014
R R

INVESTMENT PROPERTY
At Cost less Accumulated Depreciation 187,994 199,756
The movementi in Investment Properly is reconciled as follows:
Carrying values at 1 July 199,754 211,514
Cost i 458,500 | | 458,500
Accumulated Depreciation -258.746 -246.986
Acquisitions during the Year - -
Deprectation during the Year -11,760 -11,760
Carrying values at 30 June 187,994 199,754
Cost 458,500 458,500
Accumuiated Depreciation -270,506 -258,746
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10.

CAMDEBOC MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2015

2015 2014
R R

INVESTMENT PROPERTY (Continued)
Revenue disclosed in the Statement of Financial Performance include the following:

Rental Revenue eamed from Investment Property 157,538 40,882
All of the municipality's Invesiment Properly is held under freehold mterests and no Investment Property had been pledged as gecurity for any habilities of the municipality.
There are no restrictions on the realisability of Investment Property or Lhe remittance of revenue and proceeds of disposat.
There are no contractual obligations on Investment Property.
Refer te Appendix "A" for more detail on invesiment Progerty.
8.1 Investment Property carried at Fair Value
The municipality's Investment Properties are accounted for according to the cost model and therefore no fair value has been determined.
8.2 Impairment of Investment Property
No impairment fesses have been recogrised on Investment Property of the municipality at the reperting date.
HERITAGE ASSETS
At Cost less Accumulated Impaiment Losses 2,376,000 2,370,000
The movement in Heritage Assels is reconciled as follows:

Buildings of Museum
cultural
significance
Carrying values at 30 June 2014 311,800 1,058,200
Cost | 1,311,800 l | 1,058,200 |
Accumulated impairment - -
Carrying values at 30 June 2015 1,311,800 1,058,200
Cost | 1,311,800 [ | 1,058,200 |
Accumulated impairment - -
-1,058,200 1,311,800 1,058,200

The Municipalily has elected to make use of the transitional provisions as set out in Direclive 3, which states that entities are not required to measure heritage assels for reporting periods

beginning on or after a date within three years fellowing the date of initial adopticn of the Standard of GRAP on Heritage Assels.
All of the municipality's Herilage Assets are held under freehold interests and no Heritage Assets bad been pledged as security for any liabilities of the municipalily.

No restrictions apply to any of the Heritage Assets of the municipality.
Refer to Appendix "A" for more detail on Heritage Assels.

10.1 Significant Heritage Assets not measured

The Municipality has not measured the following ctasses of herilage assets:

Class of Heritage Asset Description Reason for no measurement
Crockery and cutiery with the Victoria Hall emblem. These items The skili and expertise to value this coliection is rare. An experienced antiquanian or
have been leaned to the Museum. one of the renowned auction houses may have sufficient skill, knowledge and
Victoria hall cutlery and crockery expertise to perform this valuation. The Municipalily was not able to estimale a value

gt 30 June 2015,
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2615 2014

HERIFAGE ASSETS (Continued)
10.1 Significant Heritage Assets not measured (continued)
Class of Heritage Asset Description Reason for no measurement

The Africana collection is a collection of valuable books, pamphlets,  The collection is vast and is housed in various establishments both local and

maps, pictoriat works and other items on sub-Saharan Africa, with Intemationally. The skill and expertise to value this collection is rare. An
Collections of rare books or specific focus en Southern African history. experienced antiquarian, spetiliased libraries or one of the renowned auction houses
may have sufficient skill, knowledge and expertise to perform this valuation. The

manuscripts
Municipality was not able to estimale a value at 30 June 2015,

include the movement of the Jewish Pedlars, War Memorial, The skill and expertise to value sites of historical and culiural significance is rare. At
Huguenot Morument, Union Monument, Krugerdorp Moaument, San  the time of issuing the financial stalements, the Municipality has not idenlified the
& Khoi Genecide Memorial and the Old Powder Magazine. skills sel and related experience to value these assets, The Municipality was not able

M al
onuments, memeorials & slatues to estimate a value at 30 June 2015.

10.2 Impairment of Heritage Assefs

No impaiment losses have been recognised on Heritage Assets of the municipality at the reporling date.

10.3 Heritage Assets measured afler recognition using the Revaluation Madel

The municipality's Heritage Assets are accounted for acoording to the cost model ang therefore no fair value has been determined.
10.4 Heritage Assets pledged as securify

Nene of the assels have been pledged as security in the current and grior year.

10.5 Restrictions on title and disposaf of Heritage Assets

There is no restriction on tille or disposal of Heritage Assets. The requirements of the National Heritage Resocurces Act (No. 25 of 1939) and related legisiation will lransfer to the donee or
buyer.

CONSUMER DEPOSITS 2015 2014

R R
Efectricity and Water 2,133,554 1,881,244
Total Consumer Deposits 2,133,554 1,881,244

Consumer Deposits are paid by consumers on applicalion for new waler and electicity conneclions. The depasits are repaid when the water and electricity connections are terminaled. In
cases where consumers default on their accounts, the municipality can ulilise the deposit as payment for the outstanding account. No interest is paid on Consumer Deposits held.

The management of the municipality is of the opinion thal the carrying vakue of Consumer Deposits approximale their falr values. The amortised cost of Consumer Deposits was determined
afler considering the standard terms and condilions of agreements entered inte between the municipality and ils consumers.

49



12

13.

CANMDEBQO MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2015

2015 2014
R R
PROVISIONS
Bonuses 2,051,456 1,781,778
Salaries and wages wage curve pravision - .
Total Provisions 2,051,456 1,781,778

Performance Bonuses accrue to senior managers on an annual basis, subject to certain conditions. Lisled below are the criteria against which senlor managers are evaiuated:

KPA 1 - Organisational Transfermation and institutiona! Development
KPA 2 - Service Delivery and Infrastruciure Planning

KPA 3 - Local Economic Developmeant

KPA 4 - Financial Viability

KPA 5 - Good Governance and Public Participation

KPA 6 - Spatial Development Ratienale

Salaries and wages provision accrues to aff eligible employees in terms of the wage curve agreement. This agreement has been challenged in the Labour Apgeals Court and has now been
1aken to the Constitulienal Court. The provision raised in the prior year has been reversed in the current year due to there being uncertainity relating to there being a past event.

The movement in provisions are reconciled as foliows:

Current Provisions:

Performance Bonuses:

Balance at beginning of year 102,299 829,615
Contributions to provision 210,052 -527,317
Expenditure incurred -210,052 -
Balance at end of year 102,299 192,299
Statf Bonuses:

Balance ai begirning of year 1,679,479 1,490,171
Contributions to pravision 269,678 189,308

Expenditure incurred - -

Balance at end of year 1.949,157 1,679,479

PAYABLES FROM EXCHANGE TRANSACTICNS

Trade Creditors 14,418,760 2,684,695
Accruals 78,221 653,950
Retentions 37,932 37,932
Other Creditors 5,406,948 115,714
Siaff |eave Accrued 3,789,371 3,296,544
Cradit deblors balances - 1,087,275 -

Total Payables 24,815,517 6,788,836

Payables from Exchange Transactions have been reclassified between Payables from Exchange and Non-Exchange Transactions to correctly classify the nature of the balances Refer to Note
35.1 on "Comparative information® for delails of the restatement.

The average credit period on purchases is 30 days from the receipt of the inveice, as determined by the MFMA, except when the liability is disputed. No interest is charged for the first 30
days from the date of receipt of the invoice. Thereafter interest is charged in accordance with the credil policies of the various individual creditors that the municipality deals with. The
municipality has policies in place to ensure thal all payables are paic within the credit imeframe.

The municipably did net default or any payment of its Creditors. Ne terms for payment have bean re-negotiated by the municipality.
The managemenl of the municipality i5 of the opinion thal the carrying vaiue of Creditors approximate their fair values.
The fair value of Creditors was determined afler considening the standard terms and conditions of agreements entered into between the municipality and other parties.

Staff Leave accrue to the staif of the municipality on an annual basis, subject to certain conditions, The accruat is an estimate of the amount due at the reporting date.
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CAMDEBOO MUNICIPALITY
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2015 2014
R R
PAYABLES FROM NON-EXCHANGE TRANSACTIONS
Sundry Deposits - -
Other Credilors 2,062,770 739,314
Credit debtors balances 563,088 -
TFotal Payables 2,615,859 139,214

Payables from Exchange Transactions have been reciassified between Payables from Exchange and Non-Exchange Transactions to correcily classify the nature of the balances Refer to Note
35.2 on "Comparative Information” for detafis of the restatement.

No credit pericd exists for Payables from Nen-exchange Transactions, nefther has any credit pefiod been arranged. No interest is charged on outslanding amounts.

The municipality did not default on any payment of its Crediters. No terms for payment have been re-negotiated by the municipality.
The management of the municipality is of the opinion that the carrying value of Credilors approximate their fair values.
The fair value of Credilors was determined after considenng the standard terms and conditions of agreements entered inte between the municipalily and other parties.

Other debtors consists of amounts received in advance as well as funding received for the Satellite Aquacullure Project.

UNSPENT CONDITIONAL GRANTS AND RECEIPTS

Conditional Grants from Government 4,637,301 8,461,624
Local Government Grants 4,637,304 1 | 8,461,624 |
Total Unspent Conditional Grants 4,637,301 3,461,624

The Unspent Conditional Grants and Reteipts are investled in investiment accounts untit ulilised.

See Nole 21 for the reconciliation of Granis from Government and other Conditional Receipts. The municipality complied with the conditions attached 1o all grants received to the extent of
revenue recognised. No grants were withheld.

Refer to Appendix "E" for more detail on Conditional Grants.

VAT RECEIVABLE/(PAYABLE)

VAT Receivabie 55,704] | -
VAT Payable - -4.931.384

Camdeboo Municipality is registered for VAT on the payment basis,

Mo intersst is payable 1o SARS if tha VAT is paid over limeously, but inlerest for late payments is charged according to SARS policies. The municipality has financial risk policies in place lo
ensure that payments are affected before the due date.

LONG-TERM LIABILITIES

17.1 Operating lease liabilities

Operating Leases are recogrised on the straight-line basis as per the requirement of GRAP 13. No liability existed al 30 June as none of the coniracis has any escalalion clauses.

17.2 Leasing Armangements
The Municipality as Lessee:

Operating Leases relale to Propery, Plant and Equipment with lease terms not longer than 5 years, with an option to extend for @ further period. All cperaling lease contracts contain market
review clauses in the event that the municipality exercises its oplion to renew. The municipality does not have an option to purchase the leased asset at the expiry of the lease period.

EMPLOYEE BENEFIT LIABILITIES

Postrelirement Health Care Benefits Liability 28,759,000 18,306,378
Provision for Long Service Awards 4,282,000 3.303.699
33,041,000 22,610.077
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2015 2014
R R
18, EMPLOYEE BENEFIT LIABILITIES {Continued)
18.1 Post-retirement Health Care Benefits Liability
Batance at beginning of Year 20,059,198 20,266,000
Contributions to Provision 576,198
Increase due to Discounting 10,459,802 -
Contribution (Benefils paid) 852,000 -783,000
Balance at end of Year 29,667,000 23,058,198
Transfer to Current Provisions -808,000 -752.820
Total Post-retirement Health Care Benefits Liabiltiy 28,759,000 19,306,378
Current Portion of Non-Current Provisions:
Balance al beginning of year 752,820 783.000
Transfer from nen-current 908,000 752,820
Contribution {Benefits paid) -752,820 -783,000
Balance at end of year 208,000 752,820

The municipality provides certain post-retirement heaith care benefits by funding the medical aid contribulions of qualifying retired members of the municipality. According to ihe rules of the
Medical Aid Funds, with which the municipality is associated, a member {whe is on the current Conditions of Service) is entitled to remain a continued member of such medical aid fund on
retirement, in which case the municipality is liable for a certain portion of the medical aid membership fee. The municipality operates an unfunded defined benefit plan for these qualifying
employees, No other post-relirement benefils are provided to these employees.

The most recent acluarial valuations of plan assets and the present value of the defined benefil obligation were carried out at 30 June 2015 by Mr C Weiss, Felfow of the Acluariat Soclely of
South Africa. The present value of the defined benefit otligation, and the related current service cost and past service cost, were measured using the Projected Unit Credit Method.

The members of the Post-employment Health Care Benefit Plan are made up as follows:

In-service Members (Employees) 170 147
Continuation Members (Retirees, widowers and orphans} 26 26
Total Members 196 173

The liability in respect of past service has been estimated as follows:

In-service Members 16,970,000 9,394,235
Continuation Members 12,687,000 10,664,983
Tota) Liability 29,667,600 20,059,198

The municipality makes monthly contribulions for health care arangements to the following Medical Aid Schemes:
- Bonitas
- Hosmed
- Keyheallh
- LA Health
- Sarmwumed

The Current-service Cost for the year ending 30 June 2015 is eslimated te be R655 171, whereas the cost for the ensuing year is estimated te be R1 158 000 (30 June 2014: R531 000 and
RE55 171 respectively),
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2015 2014
R R
18. EMPLOYEE BENEFIT LIABILITIES {Continued)

18.1 Post-retirement Health Care Benefits Liability (Continued)
The principal assumptions used for the purposes of the actuarial vatuations were as follows:

Discount Rate 9% 9%
Health Care Cost Inflation Rate 7% 8%
Net Effective Discount Rate 1% 195
Expecled Retirement Age - Females 63 63
Expected Retirement Age - Males 63 63
Movements in the present value of the Defined Benefit Cbligation were as follows:

Balance at the beginning of the year 20,058,198 20,266,000
Cutrent service cosls 65,171 531,000
Inlerest cost 1,745,910 1,737,000
Benefits paid -852,000 -783,000
Actuariat fosses / {gains) 8,058,721 -1,681,802
Present Value of Fund Obligation at the end of the Year 29,667,000 20,059,198
Total Recognised Benefit Liability 29,667,000 20,059,198
The amounts recognised in the Statement of Financial Position are as follows:

Present value of fund obligations 28,667,000 20,059,198
Unfunded Accrued Liability 28,667,000 20,058,198
Total Benefit Liabtlity 29,667,000 20,059,198
The amounts recognised in the Statement of Financial Performance are as follows:

Current service cost 655,171 531,000
interest cost 1,74591¢ 1,737,000
Actuarial losses / (gains) 8,058,721 -1,681,802
Total Post-retirement Benefit included in Employee Related Costs (Note 27) 10,459,802 576,198
The history of experienced adjustments is as follows:

2015 2014 2013 2012 2911
R R R R R

Present Value of Defined Beneafit

Cbligation 29,667,000 20,058,198 20,266,000 18,285,863 17.370,090
Deficit 29,667,000 20,059,198 20,266,000 18,285,863 17,370,080
Experienced adjustments on Plan

Liabililies 9,750,523 -1,788,000 -1.526,436 -1,398,000 322,000

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

The effect of 2 1% movement in the assumed rate of heallh care cost inflation is as follows:

Increase:

Effect on the aggregate of the current service cost and the interest cost 795,000
Effect on the defined benefit obligation 5,066,000
Decrease:

Effect on the aggregate of the cureent service cost and the interest cost 625000
Effect on the defined benefit obligation -4,090,000
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2015 214
R R
18, EMPLOYEE BENEFIT LIABILITIES (Continued}

18.2 Provision for Lang Service Awards
Batance al beginning of year 3,888,885 3,868,000
Coniributions to provision 1,469,115 677,885
Contribution (Benefits paid} -584,000 -657,000

4,774,000 3,388,885
Transfer to current provisions -482,00C -585,186
Batance at end of year 4,282,000 3,303,699
Current Portion of Provision for Long Service Awards:
Balance al beginning of year 585,186 657,000
Transfer from non-current 482,000 585,186
Contribution {Benefits paid} -585,186 -657,000
Balance at end of year 492,600 5B5,186

A Long-service award is granted fo municipal employees after the completion of fixed periods of continuous service with the municipatity. The provision represenis an estimation of the awards
1o which employees in the service of the municipality may become entitied to in the future, based on an actuarial valuation performed.

The most recent actuarial valuaficns of plan assets and the present vatue of the defined benefit obligation were carried out at 30 June 2014 by Mr C Weiss, Fellow of the Actuarial Society of
Soulh Africa, The present vatue of the defined benefil obligation, and the refated current service cost and past service cost, were measured using the Projected Unit Credil Method.

At 30 June 2014, 328 (2014: 317) employees were eligible for Long-service Awards,
The Current-service Cost for the year ending 30 June 2014 is estimated to be R419,000, whereas ihe cost for the ensuing year is eslimated to e R390,164 {30 June 2013: R345,601 and
R419,000 respectively).

The principal assumptions used for the purposes of the actuarial valuations were as follows:

Discount Rate 89% 8%
Cost inflation Rate 7% 7%
Net Effective Discount Rate 1% 1%
Expected Retirement Age - Females 83 63
Expected Retirement Age - Males 83 63
Movements in the present value of the Defined Benefit Obligation were as follows:

Balance at the beginning of the year 3,868,885 3,868,000
Current service costs 390,164 418,000
interest cost 285,864 333.000
Benefits paid -562,990 -657,000
Actuarial losses / {gains} 772077 -74,115
Present Value of Fund Obligation at the end of the Year 4,774,000 3,888,885
Total Recognised Benefit Liability 4,774,000 3,858,885
The amounts recognised in the Statement of Financial Position are as follows:

Present value of fund obligations 4,774,000 3,888,885
Unfunded Accrued Liability 4,774,000 3,888,885
Tatal Benefit Liability 4.774,000 3,888,885

54



18,

19.

CAMDEBOO MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2015

2015 2014
R’ R

EMPLOYEE BENEFIT LIABILITIES {Continued)

18.2 Provision for Long Service Awards {continued)

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

Current service cost 390,164 419,000
Inleresi cost 285,864 333,000
Actuarial losses / {gains} Frenrr -74,115
Total Post-retirement Benefit included in Employee Related Costs {Note 27} 1,448,105 677,885
The history of experienced adjustments is as follows:

2015 2014 2013 2012 2011
R R R R R

Present Value of Defined Benefit
Obngation 4,774.000 3,888,885 3,868,000 2,818,152 2,849,111
Deficit 4,774,000 3,888,885 3,868,000 2,819,152 2649111
Experienced adjusiments on Plan

Liabilities 846,192 88,787 - 118,347 96,249
The effect of a 1% movement in the assumed rate of long service coslt inflation is as follows:

Increase:

Effect on the aggregate of the current service cosl and the interest cost 82,000
Effect on the defined benefi obligation 335,000
Decrease:

Effect on the aggregate of the current service cost and the interest cost -73,000
Effect on the defined benefit obligation -303,000
The municipality expects to make a contribulicn of R657 000 {2014: R214 345} to the defined benefit plans during the next financial year.

PROVISIONS FOR REHABILITATION OF LAND-FILL SITES

Provision for Rehabilitation of Land-fill Sites 6,744,201 5,774,584
The movement in Non-current Provisions are reconcited as follows:

Balance at beginning of year 5,774,584 243,887
Contributions to provision 2,518,935 5,530,687
Increase due to discounting - -
Expenditure incumed -1,549,318

Batance at end of year 6,744,200 5,774,584
Transfer te current provisions -157,200 1,549,318
Balance at end of year 6,587,000 4,225,265

in terms of the licencing of the landfill refuse sites, the municipality wil! incur licensing and rehabilitation costs of R nil {2014: R4,225,265) to restore the site al the end of its usefut life,
estimated to be in 2018, Provision has been made for the net present value of this cost, using the average cost of borrowing interest rate,

A contract is in place with a service provider for the rehabilitation of the Land-fill Site. In terms of the contract the service needs 1o be rendered and compleied within 18 weeks after the

service provider commences with the work.

“The uncertainties and assumptions altached to this provision are listed as follows:

The landfili closure designs are based on current day legislaticn {Minimum Requirements for Wasie Disposal by Landfill, Second Edition 1988) and current permits. Should the Minister
require for the sites {o be relicensed or brought in line with new legistation, the closure reguirements may be affected which may in lurn affect the costing analysis,
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2015 2014

19, PROVISIONS FOR REHABILITATION OF LAND-FILL SITES (Continued)
#tis assumed that clean sand and <lay is available Jocally (nearbyfalongsidedwithin} to the site and no imporiation (long-dislance haulage) of materials Is required. Materiat on or close lo site
is sufficient for closure.
i is assumed that the general public have net requested a specific final shape or enduse for the landfill sites.

The estimate does not take into account post clasure monitoring or maintenance costs as this is an item for the Municipality's OFEX budgel

It is assumed that there are no special influences that may affect the cap design.
itis assumed thal existing ground water monitoring boreholes are in working order.
It is noted that ne building infrastructure is required as part of the closure.

A construction peried of 2.5, 4 and 6 months for the Nieu-Bathesda, Aberdeen and Graaff-Reinel sites respeclively has been assumed. These construclion periods are educaled assumptions
and are based on previous and current projects of a similar size.

20. ACCUMULATED SURPLUS

The Accurmnutated Surplus consists of the foltowing Internal Funds and Reserves:

Capilal Replacement Reserve (CRR} 5,600,000 5,000,000
Self-insurance Reserve 5,509,731 5,509,731
Accumulated Surplus / (Deficit) dug to the resulls of Operations 623,405,825 663,545,760
Tota! Accumulated Surplus 633,915,556 674,055,491

Accumulated Sumlus has been restated to correctly classify amounts held by the municipality as indicated below. Refer to Notes 35 on "Comparative Information” for details of the
restatements.
Reslatement of Receivables from Mon-Echange transactions
Restalement of Property, Plant and Equipment
Restatement of Depreciation Chargas
Reslalement of Receivables from Non-Echange transactions

The Capital Replacement Reserve is 3 reserve to finance future capital expenditure and is fully invested in ring-fenced Financtal Instrument Investments.

The Capitalisalion Reserve equals lhe carrying value of the items of property, plant and equipment from the former legislated funds. The CapHatisation Reserve ensures consumer equity and
is not backed by cash.

The Denations and Public Contributions Reserve equals the carrying value of the items of properly, plant and equipment financed from public contributions and donations. The Danaticns and
Public Contribulions Reserve ensures consumer equity and is nol backed oy cash.

The Government Grants Reserve equals the carrying value of the items of property, plant and equipment financed from government granis. The Government Granis Reserve ensures
consumer equity and is not backed by cash.

The Seif-insurance Reserve is a reserve to fund future insurance losses that will not be recouped from external insurers,

Refer to Statement of Changes in Net Assets for more detail and the meovement on Accumulated Surplus.

21. PROPERTY RATES

Property Valuations Actual Levies
July 2015 July 2014 July 2015 July 2014
R R R R

Residential 1,238,198,200 1,198,225,763 8,225,796 5,647,852
Commercial 455,694,000 406,348,637 5,502,269 4,025,070
Agricultural 2,031,383,000 1,563,852,949 2,537,689 1,888,093
State 462,225,800 432,475,000 5,620,666 4,951,072
Municipal 198,216,700 176,542,700 - -
Exempled Properties 140,613,400 120,452,100 - -
Muitipte 17,222,300 11,268,600 209,714 116,534
Total Property Rates 4,596,231,400 3,950,522,749 20,103,133 17,102,745

Property Rates are fevied on the value of fand and improvements, which valuation is performed every four years. The last general valuation came into effect on 1 July 2008. Inlerim valuations
are processed on an continuous basis to take into account changes in ingividual property values due to alterations and subdivisions, Rates are levied monthly on property owners ang are
pavable the end of each month. Interest is levied at & rale determined by counci on culstanding rates amounts.
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2015 2014
R R
22. GOVERNMENT GRANTS AND SUBSIDIES
Natignal Equitable Share 40,850,000 38,008,000
Provincial Heallh Subsidies 815,094 1,056,562
Local Economic Development Office - 229,275
Department of environmental affairs 2,000,000
Library Grant 1,557,000 1,557,000
Cacadu District Municipality Granl 375,000 375,000
SETA Training Grant 110,427 125,769
Khot San - 30,000
Operational Grants 45,807,521 42,379,606
Conditional Grants 27.582,747 15,972,611
National Government: FINANCE MANAGEMENT GRANT 1,963,741 1,400,600
National Govemment: MIG 18,125,000 10,814,297
National Govemment; MSIG 1,011,442 884,881
National Government: INEP 5,306,616 -
Nalional Government: EPWP 1,000,000 1,000,000
National Govemment: Water Affairs 186,948 1,872,833
Other Governmeni: Fonteinbos - .
Other Govemment: National Lottery Fund . -
Total Government Grants and Subsidies 73,400,268 58,352,217
The conditicns attached to the grants have been complied with for the vear.
Operational Grants:
221 National; Equitable Share
Balance unspent al begianing of year
Current year receipts 40,950,000 39,006,000
Transferred to Revenue -40,950,080 -39,008,000

In terms of the Constitution, this grant is used to subsidise the provision of basic services 16 indigent community members. Al registered indigents receive a monthly subsidy up 1o R238.59
(2014: R184.36), based on the monthly billing, towards the consumer account, which subsidy is determined annuatlly by council. Alf residential households receive 6 kl waler and 50 kKWn
efectricity {indigents only) free every monlh. No funds have been withheld.

22,2 Pravincial: Health Subsidies

Current year receipts - inciuded in Public Health vote 815,094 1.056,562
Transferred 1o Revenue -815,094 -1,056,562

Thig grant has been used to fund environmental heallh care services (included in Appendix "D"), which services are in the process of being transferred to Provincial Gevemment,

22,7 Local Government: Local Economic Development Office

Current year receipts - 229,275
Transferred fo Revenue - -229,275
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2015 2014
R R
22, GOVERNMENT GRANTS AND SUBSIDIES (Continued)
22.4 Provincial Government: Department of environmental affairs
Current yesr receipts 2,000,000 -
Transferred to Revenue -2,000.000 -
22.5 Local Government: Library Grant
Balance unspent at beginning of year - R
Current year receipls 1,557,000 1,557,000
Transferred 1o Revenue -1.5567.000 -1.557.000
Balance unspent at end of year - .
22.6 Local Government: Cacady District Municipality Grant
Current year receipts 375,000 375,000
Transferred to Revenue -375.000 -375.000
22.7 Local Government: SETA Grant
Currenl year receipls 110,427 125,769
Transferred 1o Revenue -110,427 -126,769
22.8 Khoi San
Current year receipts - 30,000
Transferred to Revenue - -30,000
Conditional Grants:
22,9 tocal Government: Water Affairs Grant
Balance unspent at beginning of year 852,433 -
Current year receipls 122,505 2,825,266
Conditicns met - transferred t¢ Revenue: Operating Expenses -64,325 -1.872,833
VAT adjustment -122,505 -
Conditions still to be met - transferred lo Liabilities (see Note 15} 888,108 952,433
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2018 2014
R R
22. GOVERNMENT GRANTS AND SUBSIDIES (Continued)

22,10 Naticnal: FIAG Grant

Batance unspent at beginning of year - ~349,282
Current year receipts 1,800,000 1,750,000
Ceonditions met - transferred to Revenue: Operating Expanses -1,337.056 -952,833
Caonditions mel - transferred to Revenue: Capital Expenses -444,089 -292,867
VAT adjusiment -182.714 -155.018
Other adjustment 163,859 -

Balance unspent at end of year - -

The Financial Management Grant is paid by Nationat Treasury to municipalities to help implement the financial management reforms required by the Municipal Finance Management Act
{MFMA), 2003. No funds have been withheld.

22.11 National: MIG Funds

Balance unspent at teginning of year - -7,124,703
Current year receipts 18,125,000 17,938,000
Conditions mel - transferred to Revenue: Operating Expenses -2,464,827 865,386
Conditions met - transferred fo Revenue: Capilal Expenses -7.833,246 -6,725,139
VAT adjustment -1,324,340 3,222,772
Recovery of funds for conditions met in prior years -6,502.487 -

Balance unspent at end of year - -

The Municipal infrastructure Grant (MIG) was allocated for the construction of rcads, basic sewerage and water infrastructure as part of the upgrading of pocr households, micro enterprises
and sociai institulions; lo provide for new, rehabilitation and upgrading of municipal infrastruclure. No funds have been withheld.

22,12 National: MSIG Funds

Balance unspent al beginning of year - -5,419
Current year receipts 934,000 380,000
Condilions met - transferred to Revenue: Cperating Expenses -973,244 -834.841
Condilions met - ransferred to Revenue: Capital Expenses -30,526 -25,769
VAT adjustment -7.672 -24.4M
Other adjustment 77,442 -

Balance unspent at end of year . w

The Municipal Systems Improvement Grant is allocated to municipalilies {o assist in building in-house capacity to perform their funclions and to improve and stabilise municipal systems. No
funds have been withheld,

22.13 National: Depariment of Minerals and Energy

Balance unspent ai beginning of year 4,760,000 B
Current year receipts 500,000 4,760,000
Conditions met - transferred to Revenue: Capital Expenses -4,654,049 -
VAT adjustment -651,567 -
Other Adjustments 45,616 -
Balance urspent at end of year - 4,760,000

Expenses were incurred to promele rura! development and upgrade eleciricity infrastructure. No funds have been withheld,

22.14 National Government: EPWP

Currenl year receipis 1,000,000 1,000,000
Conditions met - transferred to Revenue: Capital Expenses 1,000,000 -1.000.000

Expenses were incurred Lo promole rural development. No funds havea been withhetd.
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22. GOVERNMENT GRANTS AND SUBSIDIES {Continued)
Conditional Grants {Continued):
22.15 Other Government: Fonteinbos

Batance unspent at beginning of year
Conditions stilf io be met - transferred o Liabilities {see Note 15)

No funds have been withheld,

22,16 Local Govemment; National Lottery Fund
Balance unspent at beginning of year

Current year receipts

Conditions stilt to be met - transferred to Liabilities (see Nole 15}

22,17 Changes in levels of Government Grants

Based on the allocations set out in the Division of Revenue Act, {Act No 2 of 2015), government grant funding is expected o increase over the forthcoming three financial years.

23, SERVICE CHARGES

Sale of Electricity

Sale of Water

Refuse Removal

Sewerage and Sanitation Charges
Other Service Charges

Total Service Charges

2015 2014
R R

1,748,181 1,749,191
1,749,191 1,749,191

2,000,000 -
- 2,000,000
2,000,004 2,060,000
76,005,544 §9,221,233
16,175,273 14,918,750
3,891,345 3,435,887
7,330,511 6,537,094
1,039,727 1.082,730
103,042,400 95,195,694

The amounts disciosed above for revenue from Service Charges are in respect of services rendered which are billed to the consumers on a monthly basis according to approved lariffs,

24, RENTAL OF FACILITIES AND EQUIPMENT
Rental Revenue from Amenities
Rental Revenue from Buildings
Rental Revenue from Halls
Renlal Revenue from Land
Renlal Revenue from Cther Facilities
Total Rental of Facilities and Equipment

Rental revenue earned on Facilities and Equipment is in respect of Non-financial Assets rented out.
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68,867 67,054
74,965 74,985
127,408 160,950
76,495 84,023
232,885 232,080
580,604 619,081
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CAMDEBOO MUNICIPALITY
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INTEREST EARNED

External investments:
Bank Account
Investiments

Outstanding Debtors:
Long-term Deblors
Quistanding Billing Debtors

Total Interest Earned
inlerest Earned on Financiat Assets, analysed by category of asset, is as follows:

Held-to-Maturity Invesimenls
Loans and Receivables

OTHER REVENUE

Bulk Contributions

Insurance Claims

Printing, Stalicnary 2nd Registration
Sundry Income

Tender Documents

Work done for private persons
Inlerdepartmentat Charges

Total Other Revenue

The amounts disclosed above for Cther Revenue are in respect of services, other than described in Notes 21 to 25, rendered which are bilfed to or paid for by the users as the services are

required according to approved tariffs.

EMPLOYEE RELATED COSTS

Employee Related Cosls - Sataries and Wages
Basic Salaries and Wages
Contribution {o Leave Fund
Service Bonuses
Emptoyee Related Costs - Contributicns for UIF, Pensions and Medical Aids
Group Life
Medical
Fension
UIF
Travel, Motor Car, Accommodation, Subsistence and Cther Allowances
Allowances
Housing Benefits and Allowances
Qvertime Payments
Performance Bonuses
Defined Benefit Plan Expense:
Current Service Cost
interest Cost
Net Actuarial (gainsifiosses recognised

Total Employee Related Costs
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2015 2014
R R

260,444 181,546
2,038,861 2,386,594
2,289,305 2578440
; 42
4,655,806 3.928,316
4,658,806 3,828,350
5.058.111 5,506,498
2,289,305 2,578,140
4,658,806 3.928.358
5,958,111 5,506 498
362,724 265,329
508,758 548,175
295 143,240
204,005 132,311
29,781 23,862
815,046 247,360
58,661 63.754
1,779,270 1,524,631
50,607,774 41,693,134
50,607,774 41,693,134
11.462.573 9,926,544
286.257 396,376
2,637,021 2,202,363
8,085,853 6.042,752
452512 385,063
1,324,217 1.192,364
1324217 | | 1,162,364
133,932 130,355
3.263,452 2,414,198
269,676 87,255
10,776,809 52,991
1,045,335 950,000
2,031,774 2,070,000
7,699,890 -2,927,008
77,838,620 55,362,332
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2015

EMPLOYEE RELATED COSTS (Continued)
Remuneration of Section 57 Employees:

Remuneration of the Municipal Manager

Annual Remuneration

Perfermance Bonus

Car and Other Allowances

Company Contributions to UiF, Medical and Penston Funds
Total

Municipal Manager appsinted 1 December 2013

Remuneration of the Chief Financial Officer

Annuat Remuneration

Performance Bonus

Car and Cither Allowances

Company Coniributicns to UIF, Megical and Pension Funds
Total

Remuneration of the Director: Corporate Services
Annual Remuneration

Performance Bonus

Car and Other Allowances

Company Contributions to UIF, Medical and Pension Funds
TJotal

Pest vacant during the financial year ended 30 June 2015
Remuneration of the Director: Technical Services
Annual Remuneration

Performance Bonus

Car and Other Allowances

Company Contributions to UIF, Medical and Pension Funds
Total

REMUNERATION OF COUNCILLORS

Mayor

Coungcitiors

Other Allowances (Celluiar Phones, Housing, Transport, etc)
Total Councillors’ Remuneration

Remuneration of Councillors:

fn-kind Benefits

CAMDEBOO MUNICIPALITY

2015 2094
R R
907,175 529,289
64,848 -
201,084 164,461
13,350 1,085
1,186,457 604,835
868,077 836,221
87,121 -
141,048 195,824
11,153 1,861
1,167,399 1,033,306
- 382,754
- 80,000
- 66,788
p 529,582
569,027 379,168
56,083 -
141,084 70,024
- 21,005
758,194 470,195
718,495 542,261
2,923,370 2,643,523
443,759 319,152
4,085,624 3,504,936

The Councillors occupying the positions of the Mayor serve in a fuli-time capacity and is provided with office accommodation and secretariai support at the expense of the municipality in

arder to enable adequate performance cf their official duties.

Councillors may utflise official Council transperiation when engaged in official duties.

The Mayor has use of a Council cwned vehicle for official duties.

Security Services were rendered at the houses of the Mayor af the expense of the mumicipality.

DEPRECIATICN AND AMORTISATION
Depreciation: Property, Plant and Equipment
Amortisation: Infangible Assets
Depreciation: Investment Property

Total Depreciation and Amortisation

40,528,491 32,083,081
10,781 2811
11,760 11,760

40,552,032 39,104,653

Depreciation and Amortisation have been restated 1o account for the change in useful lives of assets in lerms of GRAP 17. Refer to Note 35.4 on "Comparative Information” for detalls of the

restatement.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 384 JUNE 2015

IMPAIRMENT LOSSES
Impairment Losses Recognised:

Receivables from Exchange Transactions
Receivables from Nan-exchange Transactions

Total Impairment Losses

BLULK PURCHASES
Eigciricity

Total Bulk Purchases

CONTRACTED SERVICES

Intemat Audit
Security Services

Total Contracted Services

GRANTS AND SUBSIDIES PAID

Subsidies paid to SPCA
Other

Total Grants and Subsidies

CAMDEBQO MUNICIPALITY

63

2015 2014
R R
13,634,839 8,433,204
15,955,969 5,440,157
-2,321,030 2,893.047
93,624,939 8,433,204
13,624,939 8,433,204
47,654,228 43,657,064
47,654,228 43,697,064
405,823 490,268
2,596,024 1,222,125
3,001,847 1,712,381
5,000 18,000
18,000 -
23,000 18,000




CAMDEBOO MUNICIPALITY
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2015 2014
R R
34, GENERAL EXPENSES

Included in General Expenses are the following:

Adverts, Printing & Stationary 381,352 368,423
Affiliations & Subscrptions 751,694 464,280
Audit Committee 89,778 83,889
Audit Fees - Exlernal 4,473,328 3,672,263
Bank Charges 253,086 492,281
Celebration Of National Days 37,554 41,434
Chemicals 1,549,798 1,572,651
Consumables 418,885 103,502
Copiers And Fax Lease Payments 171,445 187,454
Copiers And Fax Maintenance 809,228 751,293
Entertainment - Public / Visitors 61,285 45,073
Environmental Grant expenditure 624,981 682,952
FMG Cperating Expenditure 1,503,328 1,328,612
General Expenses 1,376,847 562,672
Housing gran - -
Insurance - General 983,755 770,313
L.egal Costs & Litigstion 806,864 223,879
Levy - Setz Skils Development 564,956 472,899
Levy - Water Research Fund: Dwaf 160,225 337,987
Linen - Financed From Lain Estate - -
Materials, Stores & Requiremnt 287,718 218,636
MSIG operating expenditure 1,080,686 1,765,061
Municipal Service Charges 14,650,303 12,438,070
Office Tea & Regquirements 107,247 3,738
Poslage 540,700 510,870
Prepaid Commission 469,843 538,077
Professional Fees 170,542 96,658
Provision For Landfill Siles 2,518,935 5,530,697
MiG operating expeaditure 915,608 -
Publicity 120,887 120,000
LED grant expenditure 465,529 633,970
Stippends: Ward commitiee 75,202 431,243
Spu Project 48,063 34,900
Stock losses 100,516 604
Telephones 2.098,662 1,833,052
Testing - Biological Samples 212,754 58,415
Training Courses 222,399 118,464
Travelling And Subsistence 1,008,680 702,882
Valualion Services 463,629 446,183
Work Done For Private Persons 666,484 551,654
Inter-Cepartmental Transfers 4,208,673 3,674,817
INEF operating expendilure 45,616 -
Tota) Generat Expenses 44 967,074 41,876,028

The amounts disclosed abave for Other Generai Expenses are in respect of costs incurred in the general management of the municipality and nol directly altributable to a specific service or
class of expense. Inter-departmental Charges are charged lo other trading and economic services for suppert services rendered.

Matenial Losses 10,642,426

Distribution Losses:
Eleclricity Losses
Water Losses

11,487,052

3,802,287
7,684,766

The amounis disclosed above for Electricity and Waler Losses are in respect of cosls incurred in the general management of the municipality and not directly attributable to a specific service
or class of expense,

No other exira-ordinary expenses were incurred.
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2015 2014

35. COMPARATIVE INFORMATION

The comparative infermation has changed because cf changes in usefut lives of assets and and errors incurred in the prior year. For the detail of each change, piease refer to the note
relating to errors {note 36).

The changes has been correcled retrospectively and the comparitive figures have been appropriately restated.

Account Heading/Transaction Amount
Reason for Adjustment

35.1 Accumutated SurplusiDeficit

The effect of adjustments lc PPE Change in estimate 4,274,808
Couble accounting of balances Error -2,601,425
Unspent grant raised in error Error 7.479,105
Reversing entry accounted for twice in prior year Error -255,043

8,887,545
Restatement of Depreciation Error 677,370
Restatement of General expendilure Error -133,513
Restatement of Licences and Permits Error -30,832
Restatement of Service Charges Error -403,561
Restatement of Property Rates Ercor -58,192
Restatement of provisien for landfilt sites Error 5,530,697

-5,489,425
Total adjustment to Accumulated Surplus Balance 3,408,119

35.2 Property, Plant and Equipment

Double accounting of balances - Cost Error -2,875,394
Double accounting of balances - Accumulated depreciation Error 258,744
Liseful lives review Change in estimate 4,959,364

2,342,714

35.3 Receivables from Exchange transactions
Restatement of receivables balances Error 399.948

35.4 Receivables from Non-exchange Transactions

Restatement of receivables balances Error -357,681

Reversing pricr year grant balances incorrectly accounted for Error 7,478,105
7,121,424

35.5 Payables from Exchange Transactions

Restatement of Creditor balances Error 133,514

35.6 Provision for rehabiliation of Landfill Sites
Restatement of provision for the prior year 5,550,687
36 CORRECTION OF ERROR, CHANGES IN ACCOUNTING POLICIES and RECLASSIFICATIONS

The municipality processed corrections of errors idenlified in the current year that refate 1o the prior year. The comparative information has been adjusted accerdingly, Please refer to note
35 for the quentiative effect of such adjustments.

36.1 Restatement of Property, Plant and Equipment

The deprecialion method and estimated useful fives of specific assets fully deprecialed at year end has been reviewed by management. It was noted that the estimated useful lives have been
inappropriate in the prior periods; this has led to a restalement of the net book value of property, plant and equipment in the prior period.

It was noted that management has accounted for some asset classes twice in prior years, These related to Heritage assets, Investment property and Intangible assets.

36.2 Receivables from Exchange Transactions
Corrections were made o deblors balances for emors to their accounts in the 2013714 financial year.

36.3 Receivables from Non-exchange Transactions
Corrections were made t0 debtors balances for emrors o their accounts in the 2013714 financial year.

It was also noted that an amount relaled to unspent grants were incorrectly taken against Receivables. The grants in question has been corrected as at year end 30 June 2014, these grants
ware nal constdered to be unspent.

36.4 Provision for Rehabilitation of Landfill Sites
The 2013/14 provision balance was understated in prior year and has been updated for the current year financial stalements.
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2015 2014
R R
37, CASH GENERATED BY OPERATIONS
{Deficit) / Surplus for the Year -40,148,074 16,052,012
Adjustment for:

Investment income -6,958,111 5,506,498
Depreciation and Amortisation 40,552,032 39,104,653
Contribution to Impairment Provision 13,634,901 -
Donatiens of Praperty, Plant and Equipment 1,370,189 -
Losses /{Gains) on Disposal of Propery, Plant and Equipment 519,173 146,345

Fines Accrual -233,200 -
Contribulion 1o Provisions - current -365,405 -4,819,610
Contribulion to Provisicns - Non-current 12,792,658 5,151,726

Land transferred from PPE o Non-Current Assels held for Sale - 2,033,000
Fair value adjustment to land - -586,500

Operating surplus before working capital changes 17,385,439 18,471,104
Decrease/(Increase) in invenlories -1.076.807 -549,203
Decreasef{Increase) in Non-Current Assets Held-for-Sale - -2.060,922
Decrease/{Increase) in Receivables -10,476,270 3,007,571
Increase/(Decrease) in Creditors 17,594,957 -10,108,934
Increase/(Decrease) in Conditional Grants Liability -4,824,323 7.712,433
Increasef{Decrease) in VAT Payable -4 987,088 1,701,468
Cash generated by [ {utilised in} Operations 13,615,948 18,073,517
UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED
38.1 Unauthcrised Expenditure
To management's best of krewledge no Unauthorised Expenditure was incurred during the year under review.
Reconciliation of Unauthorised Expenditure:
Opening balarce 20,092,174 15,196,121
Unauthorised Expenditure current year 14,313,998 20,092,174
Approved by Council or condoned +20.092 174 -15,196,121
Unauthorised Expenditure awailing aulhorisation 14,313,998 20,692,174
Budgeied voles exceeded: Amaurnt Status
Vote 3 - CORPORATE SERVICES: COMM SERV R 3,266,516 To he condoned by Councit
Vote £ - TECHNICAL SERVICES: ENGINEERING R 11.047.382 To be condoned by Couneil
38.2 Fruitless and Wasteful Expenditure
Fruitiess and wasteful expenditure was R nit for the year(2014 - R13 814).
Recenciliation of Fruilless and Wasteful expenditure:
Opening batance 52,554 38,737
Fruilless and Wasteful Expenditure current year - 13.814
Fruilless and Wasteful Expenditure awaiting condonement 52,551 52,551
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2015 2014
R R
UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED (Continued)
38.3 Irregular Expendilure
irregular expendilure to the value of R nil (2014 R 1 048 362) has beenidentified during the current year.
Reconciliation of frreguiar Expenditure:
Opening balance 1,049,369 1,279,128
Irregular Expenditure current year - 1,049,369
Written off by Council - -1.279,128
Irregular Expenditure awailing write-off 1,049,369 1,049,369
Internal investigations into the reasons for the imegular expenditura are underway, before the issues are handed over to legat to be dealt wilh further.
ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT
39.1 Contributions to organised Jocal government - SALGA
Courcil Subscriptions 838,218 803,297
Amount Paid - current year -838,218 -603,217
Balance Unpaid (included in Creditors) - -
39.2 Avdit Fees
Current year Audit Fee 4,130,783 3,672,263
Amount Paid - current year -4,130,783 -3,672,263
Batance Unpaid {incleded in Creditors) - -
38.3 VAT
The net of VAT input payables and VAT outpul receivables are shown in Note 16. All VAT retums have been submitted by the due date throughout the year.
39.4 PAYE, Skills Development Levy and UIF
Current year Payroll deductions 4915810 5,879,943
Amount Paid - current year 4,915,810 5,879,943
Balance Unpaid (included in Creditors}) - -
39.5 Pension and Medical Aid Deductions
Cumrent year Payroli deductions and Council Contributions 11,948,255 14,182,760
Amounl Paid - current year -14,948,255 -14,182,760
Balance Unpaid (included in Creditors) 9 -
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39 ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT {Continued}
39.6 Councilior's arrear Consumer Accounts
The following Councillors had arrear accounts oulstanding for more than 90 days as at:
QOutstanding Cutstanding
30 June 2015 Totak up to maore than
90 days 90 days
Rates and Services
Coungciller 8§ Van Zyt 847 847
Councilior IJ Van 2yl 952 852
Coungillor AR Knott-Craig 5,608 3.694 3,006
Couneillor MB Meishik 2,295 2,295 -
Councillor AD Gradwelt 1,953 1,853
Counciltor AF Pannies 1.242 1,242
Coungcillor DJ Coetzee 18,366 1,483 14,883
Councillor SJ Jankavich 248 83 165
7,952 2,939 5,012
Cverpaid Allowances
Councilior A Booysen
Councilior AR Knoti-Craig 27,936 27,936
1,747 1,747
58,236 15,488 52,748
30 June 2014
Rates and Services
Coungcillor & Van Zy 334 334 -
Councilior 1 Van Zy 185 195
Coungillor AR Knot#t-Craig 508 508 -
Counciltor MB Meishik 5,201 2,063 3,138
Councillor AD Gradwell 5,680 1,323 4 657
Councillor H Makoba 2,034 2,034 .
Councillor JO Swemmer 99 99 -
Counciller EA Ruiters 99 99 -
Councillar AF Pannies -869 -869 -
Councifor 4J Coetzee 278 278 -
Councilior S4 Jankovich 10,892 302 10,590
Overpaid Allowances
Councillor A Booysen 30,008 - 30,009
Councillor AR Knott-Craig 8,548 - 8,648
Total Councillor Armear Consumer Accounts 63,207 6,364 56,843

39.7 Nen-Compliance with the Municipal Finance Management Act

instance of noncompliance with the MFIA relate o Irregular, Fruitless and Wastefu! Expenditure.
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2015 2014

39 ADDITIOMAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT (Continued)

38.8 Deviation from, and ratification of minor breaches of, the Procurement Processes

In terms of section 36(2) of the Municipal Supply Chain Maragement Regulaticns approved by the Council, any deviation from the Supply Chain Managament Palicy ngeds to be approved /
condoned by the Municipa! Manager, noted by Council and bids where the formal procurement processes could not be fellowed must be noted in the Annual Financial Statements.

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

Applicable SCM policy guideline Cate Successful Tenderer Reason Amount

39(1 Y=} Year 2014/15 Various occasions (26} Emergency in terms of 557,90¢6
Camdeboo Municipalily
SCM Policy

35{1)(aMi} Year 2014/15 Valious occasions (268) Sole provider of goods 3,125,927
and serviceAgents/
Limited suppliers wititin
area.

38(ijfa)iv) Year 2014715 Various occasions {7) Any exceplional case 2,831,816

where it Is impraclical
or impossible (o follow
the official
procurament
processes. Quotations
ihat were advertised or
askad for,but ware
unigble 1o obiain three

39.9 Bulk Electricity and Water Losses in terms of Section 125 {2}{d){i) of the MFMA
Material Eteclricity and Water Losses were as follows and are net recoverable:

Electricity:

Lost Units Cost per Kwh Value
30 June 2095 Unaccounted Electricily Losses 5,163,234 0.57 2.957 660
30 June 2014 Unaccounted Electricity Losses 7,312,081 £.5200 3.802.287

Electricity Losses eccur due to inter alia, technical and non-technical losses {Technical Iosses - inherent resistance of conduclors, transformers and other &lectrical equipment; Non-technical
losses - the tampering of melers, the incorrect ratios used on bulk meters, faulty meters and illegal electricity connections). The problem with tampered meters and illegal connections is an
ongoing process, wilh regular action being taken against defaulters. Faulty meters are replaced as soon as they are reported. The losses refale as follows, 95% are technical losses which
amounts to R 2 809 777 (2014: R 3 812 173) and 5% are non-lechnical losses which ameunts to R 147 883 {2014: R 180 114)

Water:

Lost Units Tariff Value
30 June 2015 Unaccounted Water Losses 1,742,475 5.58 8.733.729
30 June 2014 Unaccounled Water Losses 1.869.110 4.4100 7,682,044

Water Losses occur due 1o inter afia, teakages, ihe lampering of meters, the incorrect ratios used on bulk meters, faulty melers and itiegal water connections. The problem with tampered
maters and illegal connections is an ongeing process, with regular action being taken against defaulters. Faulty melers and eakages are replaced/repaired as soon as they are reported. The
losses relate as follows, 95% are technical losses which amounts 1o R 8 247 042 (2014: R 7 297 842} and 5% are non-technical losses which amounts 1o R 486 686 (2014: R 384 102)
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2015 2014
R R
40. COMMITMENTS FOR EXPENDITURE

40.1 Capital Commifments

Commitments in respect of Capital Expenditure:

- Approved and Contracted for:- 16,611,318 15,069,614
Infrastructure 11,012,327 11,288,986
Community 4,658,077 348,594
Other 940,914 3.422.034

Total Capital Commitments 16,611,318 15,061 614

This expenditure will be financed from:

Government Grants 7,803,483 10,687,210
Cwi Resources 8,807,835 4,364,404
16,611,318 15,061,614

40.2 Lease Commitments - Amounts payable under Operating Leases

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

Other Equipment: - 1,280,885
Upte 1 year - 1,280,884
2to5years - -
More than 5 years - -

Total Cperating Lease Arrangements - 1,280,985

The following expenses have been recognised in the Statement of Financial Performance:

Operaling expenditure 573,933 33,788

Total Operating Lease Expenses 573,933 733,789

The municipality has operating lease agreements for the following classes of assets, which are only significant collectively:
- Cffice Equipment

The foliowing restrictions have been imposed on the municipality in lerms of the lease agreements on Office Equipment:
{iY The equipment shall remain the property of the lessor.

(i} The hirer shall not sell, sublel, cede, assign or delegate any of ils rights or abligaticns on the equipmant.

{iii} The equipment shall be retumed in good order and condition te the lesser upon termination of the agreement,

{iv}) The municipality is obliged to enter into a maintenance agreement with the lessor for the equipment rented.
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FINANGIAL INSTRUMENTS

41.1 Classification

FINANCIAL ASSETS:

CAMPEBOO MUNICIPALITY

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

Firancial Assets
Receivables from Exchange Transactions
Electricily
Refuse
Sewerage
Water

Other Receivables

Receivables from Non-exchange Transactions
Assessment Rates Deblors
Accruals
Sundry Deposits
Sundry Deblors
Government Subsidy

Cash and Cash Equivalents
Call Deposils
Bank Balances
Cash Floats and Advances

SUMMARY OF FINANCIAL ASSETS

Receivables from Exchange Transactions
Receivables from Exchange Transaclions
Receivadles from Exchange Transaclions
Recelvables frem Exchange Transactions
Receivables from Exchange Transactions

Receivables from Non-exchange Transaclions
Recelvables from Non-exchange Transactions
Receivables from Non-exchange Transaclions
Receivables from Non-exchange Transactions
Receivables from Non-exchange Transactions
Receivables from Non-exchange Transactions

Cash ang Cash Equivalenls
Cash and Cash Equivalents
Cash and Cash Equivalents

Total Financial Assets

FINANCIAL LIABILITIES:

Amorlised cost
Amortised cost
Amorised cost
Amortised cost
Amortised cosl

Amortised cost
Amorlised cost
Amortised cost
Amortised cost
Amortised cost

Amortised cost
Amortised cost
Amortised cost

Electricity
Refuse
Sewerage
Water

Other Debtors

Assessment Rates Deblors
Payments made in Advance
Accruals

Sundry Deposits

Sundry Debtors
Government Subsidy

Call Deposits
Bank Balances
Cash Floats and Advances

In accordance with GRAP 104.13 the Financial Liabilities ¢f the municipality are classified as follows:

jal L iabiliti
Consumer Deposits
Payables from Exchange Transactions
Trade Creditors

Retentions
Cther Creditors

Payables from Non-exchange Transactions
Sundry Deposits

Amortised cost

Amerised cost
Amertised cost
Amgnlised cost

Amertised cost
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2015 2014
R R
2015 2014
R R
11,904,958 11,044,855
5,389,905 4,158,691
12,341,396 9,127,599
23,899,367 19,813,467
5.078,577 5,643,208
4,548,831 1,016,673
106,000 100,000
1,963,352 1,283,284
21,597,208 29,658,401
-218,770 -1,842,489
2,000 2,140
11,804,958 11,044,855
5,389,905 4,158,691
12,341,386 8,127,588
23,899,367 18,813,467
5,078,577 5,643,208
4,548,831 1,016,673
603,217 603,217
100,000 100,000
1,965,352 1,283,294
21,597,298 29,658,401
-218,770 -1,842,499
2,000 2,140
87.784.220 80,619,145
2014 2013
R R
2,133,564 1,466,482
14,415,760 2,684,696
37.932 37,932
5,406,948 115,714
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2015 2014

FINANCSAL INSTRUMENTS {Continued}

41.2 Capital Risk Management

The capital structure of the municipalily consists of debt, which includes Cash and Cash Equivalents and Equity, compnsing Funds, Reserves and Accumulated Surplus as disclosed in Note
20 and the Statement of Changes in Net Assets.

Gearing Ratio

2014 2013
The gearing ratio at the year-end was as follows: R R
Debt 77,658.857 57,149,346
Cash and Cash Equivalenis 21,599,298 -29,660,541
Net Debt 56,058,359 27,488,805
Equity 633,815,825 674,085,431
Net debt to equity ratio 9% 4%

Debt is defined as Loag- and Short-term Liabilities.

Equity incluges all Funds and Reserves of the municipality, disclosed as Net Assets in the Statement of Financial Perfermance and Net Debi as described above.

41.3 Financial Risk Management Objectives

The Accounting Officer has overall responsibility for the establishment and oversight of the municipality's risk management framework. The municipality's risk management policies are
established to identify and analyse the risks faced by the municipality, {0 set appropriate risk limits and conlrols and to monitor risks ard adherence to limits.

Due to the largely non-trading nature of activities and the way in which they are financed, municipalities are not exposed Lo the degree of financial risk faced by business enlities. Financial
Instruments play @ much more limited rale in creating or changing risks that would be typical of listed companies to which the IAS's mairly apply. Generally, Financial Assets and Uabililies
are generated by day-to-day operational activities and are not held to manage the risks facing the municipaiity in undertaking its activities.

The Department Financiat Services monitors and manages the financial risks relaling to the operations through intemal policies and procedures. These risks include interest rate risk, credit
risk and liguidity risk, Compliance with poticies and procedures is reviewed by lhe internal auditors on a continuous basis, and annually by extemal auditors. The municipality does not enter
into or trade financial instrumenis for speculative purposes.

Intemat audit, responsible for initiating a contral framawork end monitaring and responding o potential risk, reports periodically to the municipality's audit commiltee, an independenl body that
monitors the effectiveness of the internal audit function.

Furiher quantitative disclosures are included throughout these Ansnual Financial Statements.

It is the palicy of the municipality to disclose information that enables the user of ils Annual Financial Statements to evaluate the nature and extent of risks arising from Financial instruments
to which the municipalily is expesed on the reporting date.

The municipaiity has exposure to the following risks from its operations in Financial Instruments:
- Credit Risk;
- Liguidity Risk; and
- Market Risk.

Risks and exposures are disclesed as follows:

Market Risk
Market Risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices will affect the municipality's income cr the value of its holdings in
Financial Instruments. The objective of market risk management is to manage and control market risk exposures within acceptable paramelers, while optimising the return.
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FINANCIAL INSTRUMENTS {Continued}
41,4 Significant Risks {Continued}
Credit Risk

Credit Risk is the risk of financial toss to the municipality if a customer or counterparly to a Financial Instrument fails to meel its contractuat abligations and arises principally from the
municipality's receivables from customers and invesiment securities.

Liguidity Risk

Liquidity Risk is the risk that the municipality will encounter difficulty in meeting the cbligations associaled with its Financial Lizbilities that are seltled by delivering cash or anolher financial
asset. The municipality's approach 1o managing liguidity is to ensure, as far as possible, that it wiil always have sufficient Hquidity to meet iis liabilities when due, under both normal and
siressed conditions, without incurring unacceplable losses or risking damage to the municipafity’s repulation.

Liquidity Risk is managed by ensuring thal all assets are reinvested at maturily at competitive interest rates in refalion to cash flow requirements. Liabilities are managed by ensuring that aif
contractual payments are met on a imeous basis and, if required, additional new arrangements are established at competitive rates tc ensure that cash flow requirements are met.

41.5 Market Risk

The municipality's aclivities expose it primarily 1o the financial risks of changes in interest rates. No forma policy exists 1o hedge volatilities in the interast rate market.

There has been no change to the municipality's exposure {o market risks or Ihe manner in which it manages and measures the risk,

41.6.1 Foreign Currency Risk Management

The municipality's aclivilies do nol expose it to the financial risks of foreign currency and therefore has no formal policy to hedge volatifities in the interest rate market.

41.6.2 Interest Rate Risk Managerent

Interest Rate Risk is defined as the risk thel the fair value or fulure cash flows associated with a financial instrument will fluctuate in amount as a result of market inlerest changes.
Potential concentrations of interest rate risk consist mainly of variable rate deposit investments, fong-term receivables, consumer debtors, other debtors, bank and cash balances.

The municipality limits its counterparty exposures from ils money market investmenl operations by only dealing wih Absa Bank, First National Bank, Nedbank and Standard Bank., No
invesiments with a tenure exceeding twelve months are made.

Consumer Debtors comprise of a large number of ralepayers, dispersed acrass different indusines and geographical areas. Consumer debtors are presented net of a provision for
impairment.

In the case of deblors whose accounts become in arrears, it is endeavoured 10 coliect such accounts by “levying of penalty charges”, “demand for payment”, "restriclion of services” and, as 2
{ast resort, "handed aver for collection”, whichever procedure is applicable in terms of Council's Credit Contro! and Debt Collection Policy. Consumer Depasits are increased accordingly.

Long-term Receivables and Other Deblors are individually evaluated annually at Reporling date for impairment or discounling. A repori on the various categories of debtors is drafied to
substanttate such evaluation and subsequent impairment / discounting, where applicable.

The municipality is not expesed to credit interest rate risk as the municipality has no berrowings.

The municipality's exposures lo inlerest rates on Financial Assets and Financial Liabilities are detailed in the Credit Risk Management section of this note.

Interest R: nsidivity Analysi

The sensitivity analysis has been determined based on the exposure to inlerest rates at the Statement of Financial Posilion daie. The analysis is prepared by averaging the amount of the

investment at the beginning of the financial year and the amount of the investment al the end of the financia! year. A 100 basis point increase or decrease was used, which represents
management's assessment of lhe reasonably possible change in inlerest rates. The short and long-term financial instruments at year-end with variable interest rates are set cut below:
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2015 2014

FINANCIAL INSTRUMENTS (Continued}
41.6.2 Interest Rate Risk Management {Continued)

Cash and Cash Equivalents:

If interest rates had been 100 basis points higher / fower and all other variables were held constanl, ihe municipality's

+  Surplus for the year ended 30 June 2015 would have increased / decreased by R nil {30 June 2044: increased / decreased by R nil). This is mainly atiributable to the municipality's
exposure 1o interest rates on ils variable rate investments,

41.7 Credit Risk Management

Credil Risk refers lo the risk that a counterparty will default on its contractual obfigations resuiting in financial loss to (he municipality. The municipality has a sound credit conlro! and debt
coltection policy and obtains sufficient collateral, where appropriate, as a means of miligating the risk of financial loss from defaults. The municipalily uses its own {rading records o assess
its major customers. The municipalily's exgosurs of its counterparties are menitored regulariy,

Potenlial concentrations of credil rate risk consist mainly of variable rale deposil investments, long-lerm receivables, consumer debtors, other debtors, Cash and Bank,

InvestmentsiBank han h Equivalen
The municipalily limis ils counterparly exposures from its money markel investiment operations {financiat assets thal are neither past due nor impaired) by only dealing with Absa Bark, First
National Bank, Medbank, Investec and Standard Bank, Noinvestmenls with a tenure exceading twelve months are made.

Trade and Qther Raceivables

Trade and Other Receivables are amounts owed by consumers and are presented net of impairment tosses. The municipality has a credi risk palicy in place and the exposure to credit risk is
monitored on an ongoing basis. The municipality is compelled in terms of its constitutional mandale to provide all its residents with basic minimum services withoul recourse 1o an assessment
of creditworthiness, Subsequently, the municipality has no control over lhe approval of new customers who acquire properties in the designated municipal area and conseguently incur debt
for rates, water and electricity services rendered 1o them,

The municipality limits this risk exposure in the following ways, in addition to its normal credit control and debt management procedures:

« The application of section 118(3) of the Municipal Syslems Act (MSA), which permils the munisipality 1o refuse cannaclion of services whilst any amount remains outstanding from a
previous deblor on the same property;

« A new owner Is advised, prior to the issue of a revenue clearance cerificate, that any debl remaining from the previous owner will be transferred to the new owner, if the previous owner
dees not settle the outstanding amount;

« The consolidation of rates and service accounts, enabling the disconnecting services for the non-payment of any of the individual debts, in lerms of section 102 of the MSA,

+ The requirement of a deposil for new service connections, serving as guarantee and are reviewed annually;
» Encouraging residents lo insiall water management devices thal conirol water flow to househelds, andfor prepaid electricity meters.

There were no material changes in the exposure lo credit risk and its objectives, policies and processes for managing and measuring the risk during the year uader review. The municipality's
maximum exposure to credit risk is represented by the camying value of each financial asset in the Statement of Financial Position, without laking inte account the value of any colialeral
oblained. The municipality has no significanl concentration of credit risk, with exposure spread over a large number of consumers, and is nol concentrated in any padicular sector or
geographica! area.

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

Payment of accounts of consumer deblors, who are unable to pay, are renegotiated as an ongoing cuslomer relationship in response to an adverse change in the circumstances of the
customer in terms of the Credit Control and Debt Collection Policy.

Long-term Recelvanles and Other Debtors are individually evaluated annually at reporting date for impairment or discounting. A report on the various categorfes of debtors is drafted to
subsiantiate such evaluation and subsequent impairment / discounling, where appticable.

‘The municipality does not have any significant credit risk exposure to any single counterparty or any group of counterparties having similar characteristics. The municipality defines
counterpariies as having simitar characteristics if they are related entities. The credit risk on liguid funds is limited because the counterparlies are banks wilh high credit-ratings.
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The table below shows the balance of the § major counterparties al the Reperting date. Management is of the epinion that, although these parties ars the 5 counterparlies with highest

outstanding balances, no significant credit risk exposure exists based on the payment history of the parties.

Counterparty and Location

ALLIANGE INTERNET
NURSING KOSHUIS

P.J. LATEGAN

SPANDAU KOSHUIS
NATIONAL PUBLIC WORKS

The maximum credit and interest risk exposure in respect of the relevant financial instruments is as follows:

Consumer Debters
Other Debtors
Bank, Cash and Cash Equivalents

Maximum Credit and Interest Risk Exposure

The major concentralions of credit risk that arise from the municipalily’s receivables in relation to customer classification are as follows:

Consumer Debtors:

- Househeld

- Industrial / Commercial

- Nationa! and Provincial Government
Other Debtors:

- Othar not Classified

Total! Credit Risk

Bank and Cash Balances
ABSA Bank Ltd
Nedbank
Standard Bank
Investec

First Naticnal Bank
Cash Equivatents

Total Bank and Cash Balances

Credit guatity of Financial Assets:

Credit
Limit

30 June 2015
Carrying
Amount
R

1,533,816
1,194,183
758,034
612,847
592,701

30 June 2014
Credit Carrying
Limie Amount
R R
- 1,215,424
- 652,755
- 576,918
- 560,665
- 477,333
103,210
18,723,804 24,766,214
16,232,906 13,796,631
21,375,528 27,818,042
56,336,238 £6,360,887
% %
13% 11%
% %
42% 36%
10% 3%
81% 56%
820,986 5,121,788
- 20,026,740
10,180,318 -
2.938 52,588
10,383,385 2,614,777
2,000 2,140
21,379,528 27,818,042

The credit quality of financial assels that are neither past due nor impaired can be assessed by reference to external credit ratings (if available) or to historical information about counterparty

default rates:

Receivables from Exchange Transactions
LCounterparties without external credit raling:-
Group 1
Group 2

Total Receivables from Exchange Transactions

Receivables fram Non-exchange Transactions
Group 1
Total Receivables from Nen-exchange Transactions

75

5,071,887 7,542,767
732,513 1.088.377
6,804,380 8,632,144
5.804.380 8,632,144
1,230,581

5,585,535 4,670,115
5,588,535 4,670,115
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2015 2014

FINANCIAL INSTRUMENTS {Continued}

41.7 Credit Risk Management {Continued)

Credit quality Goupings:

Group 1 - High certainty of timely payment. Liguidity factors are sirong and the risk of non-payment is small.

Group 2 - Reasonable certainty of timely payment. Liguidity factors are sound, although ongoing funding neads may enlarge financing requirement. The risk of non-payment Is small.

Group 3 - Satisfactory liquidity faclors and other factors which gualify the entity as investment grade. However, the risk factors of non-payment are larger,

None of the financial assets that are fully performing have Heen renegotiated in the last year.
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