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Blue Crane Route Municipality
Annual Financlal Statements for the year ended 30 June 2016

Accounting Officer's Responsibilities and Approval

Tha accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to meintzin adequate accounting records
and is responsible for the content and integrity of the annual financial statements and related financial information included In this report.
1t is the responsibility of the accounting officer to ensure that the annual financial staternents fairly present the state of affairs of the
municipallty as at the end of the financial year and the resulis of its oparations and cash flows for the period then ended.

The exiernal auditors are engaged to express an independent opinion on the annual financial stataments and was given unrestricted
aceess to all financlal records and related data.

The annual financial stalements have been prepared in accordange with South African Statements of Generally Recognised Accounting
Practice {GRAP) And the Municipal Finance Management Act (MFMA} Including any iMerpretations, guldelines and directives issued
by the Agcounting Standards Board.

The annual financial statemenis are based upon appropriate accounting policies consistently applied and supperted by reagsonable
and prudant judgements and estimates.

The accounfing officer acknowiedges that he is ullimately responsible for the sysiem of internal financial control established by the
municipality and place considerable importance on maintalning a strong conrof environment. To enable the accounting officer to meet thess
responsibililies, the accounting officer sets standards for internal control aimed at reducing the risk of emor or deficit in a cost effactive
manner. The standards include the proper delegatian of responsibilities within a cleady defined framework, effeclive accounting proceduras
and adequate sagregation of duties to ensure an acceplable level of sisk. Thesa conirols are monitored througheut the municipality and all
employees are required to maintaln the highest ethical standards n ensuring the municipality's business is conducted In a manner that in all
reasonable circumstances s above reproach. The facus of risk management (n the municlpality is on (dentifying, assessing, managing and
monitoring all known forms of risk across the municipalily. While operating risk cannot be fully eliminated, the municipality endeavours to
minimise i by ensuring that appropriate infrastructure, controls, systems and athical behavlour are applied and managed within predetermined
procesdures and constraints.

The accounting officer is of tha opinion, based on the information and exglanations given by management, that the system of internal control
provides reasonable assurance that the financial records may be relled on for the preparsfion of the annual financial statements. Howaver, any
system of intemal financlal control can provide only reasonable, and not absolute, assurance agalhst materlal misstatement or deficit,

The accounting officer has reviewed the municipality's cash flow forecast for the year to 30 June 2017 and, in the light of this review and the
current financlal position, ha is salisfled that the municipakity has or has access to adequate resources ta cantinue in operational existence for
the foreseeable future.

Although the accounting officer is primarily responsible for the financial affairs of the municipality, he Is supported by the Chlef Financlal
Offiger.

The extarnal auditors are responsible for indepandently reviewing and reporting on the municipality's annua] financial statemnents.
The annusl financial statements have been examined by the municipality's external suditors.

The annual financisi statements set out on the following pages have been prepered on the going concern basis, were approved by the
accounting officer on 31 Augus! 2016 and were signed by him.

The accounting officer hereby certify aa required by Section 124(1)a} of the Municipal Finance Management Act (Act 56 of 2003) that the
salaries, allowances and benefits of political office-bearers and counciliors of the Blue Crane Routs Municipality, whether financial or in
kind, are within the upper limits of the framework envisaged in section 219 of the Constitution.

Thabisoritlzas—
Accounting Officer
24 November 2016




Blue Crane Route Municipality

Annual Financial Statements for the year ended 30 June 2016

STATEMENT OF FINANCIAL POSITION

2016 2015
R R
Notes (Restated)

ASSETS
Current assets
Other financial assets 4 3094 2943
Inventories 6 871 461 1136730
Other receivables from exchange transactions 7 1148 855 3309113
Cther receivables from non-exchange transactions 8 5407 784 4227 031
Trade receivables from exchange transactions 9 18 839 998 17 785 907
Cash and cash equivalents 10 14 112 575 11 118 836

40 383 767 37 580 560
Non-current assets
Investment property carried at fair value 11 95 004 215 69 535 377
Property, plant and equipment 12 592 086 523 614 817 596
Intangible assets 13 6 929 11 620
Heritage assets 14 458 067 458 067
Other financial assets 4 9655 12749

687 565 389 684 835 409

Total assets 727 949 156 “722 415 969
LIABILITIES
Current liabilities
Employee benefit obligation 15 500 364 508 224
Other financial liabilities 16 12 080 824 2716 448
Finance lease obligation 17 1133 396 1 066 331
Unspent conditional grants and receipts 18 6 339 006 1210503
Payables from exchange transactions 20 21 889 402 20 540 404
Trade and other payables from non-exchange 21 254717 142 547
VAT payable 22 2772 563 2174196
Consumer deposits 23 2 462 971 2 238 006

47 433 243 30 596 659
Non-current liabilities
Employee benefit obligation 15 19917 797 19 053 346
Other financial liabilities 16 2779 316 11 526 565
Finance lease obligation 17 2288 219 3421279
Provisions 19 23 630 602 21 622 930

4B 615 934 55 624 120
Total liabilities 96 049 177 86 220 779
Net assets 631 899 979 636 195 190
Accumulated surplus 631 899 879 636 195 190

L
AUDITOR - GENERA
SOUTH AFRICA

14 DEC 2016




Blue Crane Route Municipality

Annual Financial Statements for the year ended 30 June 2018

STATEMENT OF FINANCIAL PERFORMANCE

2016 2015
R R
Notes (Restated)
Revenue
Property rates 26 10 097 775 9 054 976
Service charges 27 97 432 081 90 568 975
Rental of facilities and equipment 25 62 666 45 405
Interest received (trading) 25 3152 852 3185589
Interest received 28 1446 111 819974
Income from agency services 25 675 918 600 079
Fines 25 59 980 39788
Licences and permits 25 745 197 802 412
Government grants and subsidies 29 70588 771 72 544 675
Fees eamed 25 864 125 439 202
General 25 834 911 608 812
Private Work 25 182 942 183 147
Gains on disposal of assets 25 - 91 945
Gain on investment properties fair valuation 11 25 455 917 4 405 896
Other income 30 733647 1970 990
Total revenue 212 332 893 185 361 865
Expenditure
Employee related costs 31 69 756 814 61 518 960
Remuneration of councillors 32 3571936 3149339
Debt Impairment 33 8 404 847 7 664 287
Collection costs 11 990 11417
Depreciation and asset impairments/amortisation 12113 34699127 33774671
Repairs and maintenance 3542 331 3 335 667
Finance costs 34 5453 822 3892 332
Bulk purchases 35 67 906 582 57 717 639
General expenses 36 24 210 659 26 876 661
Loss on disposal of assets 322177
Total expenditure 217 970 285 197 740 973
Actuarial {Loss) /gain 16 1342 181 {1 596 163)
Surplus / (deficit) for the year (4 295 211) (13 975 271)
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Blue Crane Route Municipality
Annual Financial Statements for the year ended 30 June 2016

STATEMENT OF CHANGES IN NET ASSETS

Notes R R

Accumulated
Surplus/{Deficit) [Total: Net Assets

Opening balance as previously reported (2014) 645 173 362 645 173 362
Adjustments:

Prior period adjustments (2014 and earlier) 42 7505 331 7 505 331
Balance at 1 July 2014 as restated 652 678 693 652 678 693
Changes in net assets

Transfer of assets and liabilities from BCDA (2 508 232) (2 508 232)
Deficit for the year (13 975 271) {13 975 271)
Balance at 30 June 2015 as restated 636 195 190 636 195 190
Opening balance as previously reported (2015) 631120 065 631120 065
Adjustments to BCDA assets and liabilities (429 223) (429 223)
Prior period adjustments (2015 and earlier) 42 5 504 348 5504 348
Balance at 1 July 2015 as restated 636 195 190 636 195 190
Changes in net assets

Deficit for the year (4295 211) {42985 211)
Balance at 30 June 2016 631 899 979 631 899 979




Blue Crane Route Municipality

Annual Financial Statements for the year ended 30 June 2016

CASH FLOW STATEMENT

2016 2015
R R
Notes {Restated)
Cash flows from operating activities
Receipts
Sales of goods and services 06 883 412 91744 424
Grants 75717 274 69 176 683
Inierest received 1408577 786 883
Other receipts 9 164 768 8416185
183 174 031 170 124 175

Payments
Employee costs (69 175 801) (60 175 246}
Remuneration of councillors (3 511 936) {3 149 339)
Suppliers (23 414 068} {32 814 429)
Bulk purchases {66 098 076} (57 563 340)
Interest paid {1311 052) (255 B18)
QOther payments {3 491 141) {2 335 664)

(167 002 074) (156 293 836)
Net cash flows from operating activities 38 16 171 857 13 630 339
Cash flows from investing activitles
Purchase of property, plant and equipment 12 (12 331 422) (33 347 290)
Nett proceeds on disposal of assets and liabilities 3508 99 600
Proceeds from Other financial assets “ 2943 2 80O
Net cash flows from investing activities {12 324 971) (33 244 B90)
Cash flows from financing activities
Proceeds from borrowings 3 300 000 13 000 000
Repayment of other financial liabilities (2 653 422) (644 236)
Finance lease payments (1 499 825) (331 407)
Net cash flows from financing activities (853 247) 12 024 357
Net increase / (decrease) in net cash and cash equivalents 2993739 {7 390 194)
Cash Balance transferred from Dev Agency 3152
Net cash and cash equivalents at beginning of period 11 118 836 18 505 878
Net cash and cash equivalents at end of period 10 14 112 575 11 118 836
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Blue Crane Route Municipality
Annual Financial Statements for the year ended 30 June 2016

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS

Actual Difference
amounts on between final
Approved comparable budget and
budget Adjustments  Final budget basis actual
Notes R R R R R

Statement of Financial Position
Total current assets 28 002 200 2036 471 30 038 671 40 383 767 {10 345 096)
Total non-current assets 893 776 436 {42 099 891) 651 676 545 687 565 389 (35 888 844)
Total current liabilities (44 090 209) 22 686 386 (21 403 823) {47 433 243) 26 029 420
Total non-current liabifities (27 428 172) (11414 308) (38 842 480) (48 615 934) 9773 454
Net Assets 650 260 255 {28 791 342) 621 468 913 631 899 979 (10 431 066)
Statement of Financlal Performance
Revenue
Property rates 49 9 988 000 92 000 10 08¢ 000 10 098 465 (18 465)
Service charges 49 111 599 950 (11499 680) 100 100 270 102 056 546 (1 956 276)
Interest earmned - external investments 49 1200 750 {200 000) 1 000 750 14486 111 (445 361)
Interest eamed - outstanding debtors 2722650 2722 650 3152 852 (430 202)
Rental of facilities and equipment 50 000 25 000 75 000 62 666 12 334
Fines 70000 70 000 59 980 10 020
Licences and permits 793 000 (161 210) 631 790 745 197 (113 407)
Agency services 660 000 660 000 675918 (15 918}
Transfers recognised 68 052 900 1 585 340 69 638 240 70 588 771 (950 531)
Gains on disposal of PPE 100 000 3500 103 500 - 103 500
Other own revenue 49 2 793 980 3591510 6 385 490 28 073 900 21 688 410)
Total Revenue 198 031 230 {6 563 540) 191 467 690 216 960 406 25 492 716)
Expenditure
Employee costs 49 69 727 220 (68 580) 69 658 640 69 158 129 500 511
Remuneration of councillors 49 4139 530 {84 670) 4 054 860 3979 851 75 009
Debt impairment 6 335 000 6335 000 § 404 847 (2 069 847)
Depreciation & asset irapairment 36 801 800 (1 603 300) 35 198 500 34 699 127 499 373
Finance charges 4121040 143 870 4265010 5453 822 {1188 812)
Bulk Purchases 59 932 210 59 932 210 67 996 582 (8 064 372)
Transfers and Grants 49 1 090 000 1 090 000 1 090 000 -
Other expanditure 49 40 189 980 (10 652 140) 29 537 840 30 151 082 (613 242)
Loss on disposai of assets . 322 177 (322 177)
Total expenditure 222 336 780 {12 264 720) 210 072 060 221 255 617 {11 183 557)
Actual Amount on Comparable {24 305 550) 5701180 {18 604 370) {4 295 211} (14 309 159)

Basis as Presented in the Budget
And Actual Comparative Statement

Refer to note 51 for explanations for material varlances between final budget and actual amounts as well
as the final budget and the original budget
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Blue Crane Route Municipality

Annual Financial Statements for the year ended 30 June 2016
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS

Al DIerence
amounts on hetween final
Approved comparable budget and
budget Adjustments  Final budget basis actual
Notes R R R R R

Cash Flow Statement
Cash flows from operating activities
Receipts
Ratepayers and other 115 683 550 {11410 770) 104 272 760 105 823 215 (1 550 435)
Government - operating 51 890 000 585 340 52 475 340 52 419 140 56 200
Government - capital 16 162 900 400 000 16 562 900 23298 134 (6 735 234)
Interest 3515 550 {2 514 800) 1 000 750 1408 577 (407 827)
Payments
Suppliers and employees (162 971 200) 3025200 (159 946 000) {164 601 022) 4 655 022
Finance charges (1 091 040) (702 700) (1 793 740) (1311 052) (482 688)
Transfers and Grants (1 090 000) (1 090 000) (1 080 000)
NET CASH FROM/(USED) OPERATING ACTIVITIES 22 099 760 {10 617 730) 11 482 030 15 946 992 {4 464 962)
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Proceeds on disposal of PPE 100 000 3500 103 500 3508 99 992
Decrease (Increase) in non-cumrent debtors 2940 2940 2943 (3)
Payments
Capital assets {21 342 900) 1332 400 (20 010 500) {12 331 422} (7 679 078)
NET CASH FROM/(USED) INVESTING ACTIVITIES (21 242 900) 1 338 840 {19 904 060) {12 324 971) (7 579 089)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts
Shert term loans
Borrowing long term/refinancing 3300 000 1736 000 5036 000 3 300 000 1 736 000
Increase (decrease) in consumer deposits 100 000 100 000 224 965 (124 965)
Payments
Repayment of borrowing {4 500 000) 845 800 {3 654 200) (4 153 247) 498 047
NET CASH FROM/(USED) FINANCING ACTIVITIES {1 200 000) 2 681 800 1481 800 (628 282) 2110 082
NET INCREASE! {DECREASE) IN CASH HELD (343 140) (6 597 090) {6 940 230) 2993739 (9 933 969)
Cash Balance transferred from Dev Agency
Cash/cash equivalents at the year begin: 12 684 460 {1 575 624) 11 118 836 11 118 836 -
Cash/cash equivalents at the year end: 12 351 320 (8172 714) 4 178 606 14 112 575 {9 933 969)
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Blue Crane Route Municipality
Annual Financial Statements for the year ended 30 June 2016

ACCOUNTING POLICIES

1. Presentation of Annual Financial Statements

The annual financial statements have been prepared in accordance with the Standards of Generally
Recognised Accounting Practice (GRAP), issued by the Accounting Standards Board in accordance
with Section 122(3) of the Municipal Finance Management Act (Act No 56 of 2003).

These annual financial statements have been prepared on an accrual basis of accounting and
incorporate the historical cost conventions as the basis of measurement, except where specified
otherwise.

The principal accounting policies, applied in the preparation of these annual financial statements, are
set out bslow.

These accounting policies are consistent with those applied in the preparation of the prior year financial
statements, unless specified otherwise. Details on any changes in accounting policies are provided in
note Changes in accounting policy.

1.1. Presentation of currency

These annual financial statements are presented in South African Rand, which is the functional
currency of the entity. The figures in the annual financial statement are rounded to the nearest Rand
value.

1.2. Going concern

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

1.3. Budget informaticn

Budget information in accordance with GRAP 1 and 24, has been provided in the Statement of
comparison of budget and actual amounts.

The approved budget is prepared on an accruai basis.

The approved budget covers the fiscal period from 2015/07/01 to 2016/06/30.

1.4. Comparative figures

When the presentation or classification of items in the financial statements is amended, prior period
comparative amounts are also reclassified and restated, unless such comparative reclassification
and/or restatement is not required by a Standard of GRAP. The nature and reason for such
reclassifications and restatements are also disclosed.

Where material accounting emors, which relate fo prior periods, have been identified in the current
year, the comrection is made retrospectively as far as is practicable and the prior year comparatives are

10



Blue Crane Route Municipality
Annual Financial Statements for the year ended 30 June 2016

ACCOUNTING POLICIES

restated accordingly.

Where there has been a change in accounting policy In the current year, the adjustment is made
retrospectively as far as is practicable, and the prior year comparatives are restated accordingly. The
presentation and classification of items in the current year is consistent with prior years.

The nature and reasons for the reclassifications and restatements are disclosed in note 42 to

the financial statements.

1.5. Offsetting

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

1.6. Significant judgements and sources of estimation uncertainty

The use of judgement, estimates and assumptions is inherent to the process of preparing annual
financial statements. These judgements, estimates and assumptions affect the amounts presented in
the annual financial statements. Uncertainties about these estimates and assumptions could result in
outcomes that require material adjustment to the carrying amount of the relevant asset or liability in
future periods.

Judgements

In the process of applying these accounting policies, management has made the following judgements
that may have a significant effect on the amounts recognised in the annual financial statements.

Estimates

Estimates are informed by historical experience, information currently available to management,
assumptions, and other factors that are believed o be reasonable under the circumstances. These
estimates are reviewed on a regular basis. Changes in estimates that are not due to errors are
processed in the period of the review and applied prospectively.

In the process of applying the entity's accounting policies, the following estimates were made:
inventory

The estimation of the water stock in the reservoirs is based on the measurement of water via electronic
level sensors, which determines the depth of water in the reservoirs, which is then converted info
volumes based on the total capacity of the reservoir.

Impairments of non-financial assets

In determining the value-in-use of non-financial assets, management is required to rely on the use of

11
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ACCOUNTING POLICIES

estimates about the asset's ability to continue to generate cash flows (in the case of cash-generating
assets). For non-cash-generating assets, estimates are made regarding the depreciated replacement
cost, restoration cost, or service units of the asset, depending on the nature of the impairment and the
availability of information.

Provisions

Provisions are measured as the present vaiue of the estimated future outfiows required to settle the
obligation. In the process of determining the best estimate of the amounts that will be required in future
to settle the provision management considers the weighted average probability of the potential
outcomes of the provisions raised. This measurement entails determining what the different potential
outcomes are for a provision as well as the financial impact cf each of those potential outcomes.

Management then assigns a weighting factor to each of these outcomes based on the probability that
the outcome will materialise in future. The factor is then applied to each of the potential outcomes and
the factored outcomes are then added together to arrive at the weighted average value of the
provisions. Additional disclosure of these estimates of provisions is included in note 19 - Provisions.

Pension and other post-employment benefits

The present value of the post retirement obligation depends on a number of factors that are
determined on an actuarial basis using a number of assumptions. The assumptions used in
determining the net cost (income) include the discount rate, future salary increase, mortality rates and
future pension increases. Due to the complexity of the valuation, the underlying assumptions and its
long-term nature, a defined benefit obligation is highly sensitive to changes in these assumptions. All
assumptions are reviewed at each reporting date.

Effective interest rate

The municipality used the prime interest rate to discount future cash flows.

Allowance for doubtful debts

The measurement of receivables is derived after consideration of the allowance for doubtful debts.
Management makes certain assumptions regarding the categorisation of debtors into groups with
similar risk profiles so that the effect of any impairment on a group of receivables would not differ
materially from the impairment that would have been determined had each debtor been assessed for
impairment on an individual basis.

The determination of this allowance is predisposed to the utilisation of estimates, assumptions and
management judgements. In determining this allowance the estimates are made about the probability
of recovery of the debtors based on their past payment history and risk profile.

Provision for rehabilitation of refuse landfill sites

The entity has an obligation to rehabilitate its landfill sites in terms of its license stipulations. Provision
is made for this obligation based on the size / extent of the land to be rehabilitated, the rehabilitation

12
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ACCOUNTING POLICIES

cost per square meter, the moenitoring cost per square meter, and the rehabilitation period. Current
costs are projected using the average rate of inflation over the remaining period until rehabilitation, and
then discounted to their present value using an appropriate discounting rate, representing the time
value of money.

Depreciation and amortisation

Depreciation and amortisation recognised on property, plant and equipment and intangible assets are
determined with reference to the useful lives and residual values of the underlying items. The useful
lives and residual values of assets are based on management's estimation of the asset's current
condition, expected condition at the end of the period of use, its current use, expected future use and
the entity's expectations about the availability of finance to replace the asset at the end of its useful life.
In evaluating the useful life and residual value management considers the impact of technology and
minimum service requirements of the assets.

1.7. Property, plant and equipment
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 expected to be used during more than one period.

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

Property, plant and equipment are initially measured at cost.

The cost of an item of property, plant and equipment is the purchase price and other costs attributable
to bring the asset to the location and condition necessary for it to be capable of operating in the
manner intended by management. Trade discounts and rebates are deducted in armiving at the cost.
The cost also includes the cost of dismantling and removing the asset and restoring the site on which it
is operated.

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

When significant components of an item of property, plant and equipment have different useful lives,
they are accounted for as separate items (major components) of property, plant and equipment. Costs
include costs incurred initially to acquire or construct an item of property, plant and equipment and
costs incurred subsequently to add to, replace part of, or service it. If a replacement cost is recognised
in the carrying amount of an item of property, plant and equipment, the carrying amount of the replaced
part is derecognised.

Major spare parts and servicing equipment which are expected to be used for more than one period

13
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ACCOUNTING POLICIES

are included in property, plant and equipment. In addition, spare parts and servicing equipment which
can only be used in connection with an item of property, plant and equipment are accounted for as
property, plant and equipment.

Subseéequent measurement

Subsequent to initial recognition, property, plant and equipment is carried at cost less accumulated
depreciation and any impairment losses except for land, which is not depreciated as it is deemed to
have an indefinite useful life.

Subsequent expenditure

Where the entity replaces part of an asset, it derecognises the part of the asset being replaced and
capitalises the new component.

Depreciation

Property, plant and equipment are depreciated on the straight line basis over their expected useful
lives to their estimated residual value. Components that are significant in relation to the whole asset
and that have different useful lives are depreciated separately. The depreciable amount is determined
after taking into account an asset's residual value.

The annual depreciation rates are based on the following estimated useful lives:

Item Average useful life
Land (PPE) Indefinite

Buildings 60 years

Plant 5 =15 years
Furniture and fixtures 5 — 15 years
Motor vehicles 5 =20 years
Office equipment 3~ 10years
Other equipment 3-10years
Infrastructure 5— 80 years
Impairments

The entity tests for impairment where there is an indication that an asset may be impaired. An
assessment of whether there is an indication of possible impairment is done at each reporting date.
Where the carrying amount of an item of property, plant and equipment is greater than the estimated
recoverable amount (or recoverable service amount), it is written down immediately to its recoverable
amount (or recoverable service amount) and an impairment loss is charged to the Statement of
Financial Performance.

Where items of property, plant and equipment have been impaired, the carrying value is adjusted by

the impairment loss, which is recognised as an expense in the Statement of Financial Performance in
the period that the impairment is identified.

14
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ACCOUNTING POLICIES

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

Derecognition

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

1.8. Investment property
Initial Recognition

Investment property includes property (land or a building, or part of a building) held to eam rentals
and/or for capital appreciation, rather than held to meet service delivery objectives, the production or
supply of goods or services, or the sale of an asset in the ordinary course of operations. Investment
property is initially recognised when future benefits are probable and the cost or fair value can be
determined reliably.

At initial recognition, the municipality measures investment property at cost including transaction costs
once it meets the definition of investment property. However, where an investment property was
acquired through a non-exchange transaction (i.e. where it acquired the investment property for no or a
nominal value), its cost is its fair value as at the date of acquisition. The cost of self-constructed
investment property is the cost at date of completion.

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

The cost of day to day servicing of investment property is recognised in the Statement of Financial
Performance as incurred.

Subsequent measurement

Fair Value

Subsequent to initial measurement investment property is measured at fair value.
The fair value of investment property reflects market conditions at the reporting date.

A gain or loss arising from a change in fair value is included in net surplus or deficit for the period in
which it arises.
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ACCOUNTING POLICIES

Derecocgnition

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

Gains or losses arising from the retirement or disposal of investment property is the difference between
the net disposal proceeds and the camrying amount of the asset and is recognised in surplus or deficit
in the period of retirement or disposal.

Impairments

The municipality tests for impairment where there Is an indication that an asset may be impaired. An
assessment of whether there is an indication of possible impairment is done at each reporting date.

Where the carrying amount of an Investment Property is greater than the estimated recoverable
amount, it is written down immediately to its recoverable amount and an impairment loss is charged to
the Statement of Financial Performance.

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

Subsequent expenditure

Where the entity replaces part of an asset, it derecognises the part of the asset being replaced and
capitalises the new component.

1.9. Intangible assets

An intangible asset is an identifiable non-monetary asset without physical substance. The entity
recognises an intangibie asset in its Statement of Financial Position when it is probable that the
expectad future economic benefits or service potential that are atiributable to the asset wiii fiow o the
municipality; and the cost or fair value of the asset can be measured reliably.

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

the entity intends to complete the intangible assst, for use or sale

it is technically feasible to complete the intangible asset

the entity has the resources to complete the project

it is probable that it will generate future economic benefits or service potential.

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

Intangible assets are initially recognised at cost.
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An intangible asset acquired through a non-exchange transaction, the cost shall be its fair value as at
the date of acquisition.

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

The cost of an intangible asset is amortised over the useful life where that useful Iife is finite. The
amortisation expense on intangible assets with finite lives is recognised in the Statement of Financial
Performance in the expense category consistent with the function of the intangible asset.

Intangible assets with indefinite useful lives are not amortised, but are tested for impairment annually,
either individually or at the cash generating unit level. The assessment of indefinite life is reviewed
annually to determine whether the indefinite life assumption continues to be supportable. If not, the
change in useful iife from indefinite to finite is made on a prospective basis.

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

For all other intangible assets amortisation is provided on a straight line basis over their useful life.
Reassessing the useful life of an intangible asset with a finite useful life after it was classified as
indefinite is an indicator that the asset may be impaired. As a result the asset is tested for impairment
and the remaining carrying amount is amortised over its useful life.

Amortisation and impairment

Amortisation is charged to write off the cost of intangible assets over their estimated useful lives using
the straight-line method.

The annual amortisation rates are based on the following estimated average asset lives:
Computer software 5 years

Impairments

The entity tests intangible assets with finite useful lives for impairment where there is an indication that
an asset may be impaired. An assessment of whether there is an indication of possible impairment is
performed at each reporting date. Where the carrying amount of an item of an intangible asset is
greater than the estimated recoverable amount (or recoverable service amount), it is written down
immediately to its recoverable amount (or recoverable service amount) and an impairment loss is
charged to the Statement of Financial Performance.
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Derecognition

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

The gain or loss is the difference between the net disposal proceeds, if any, and the carrying amount. It
is recognised in surplus or deficit when the asset is derecognised.
1.10. Heritage Assets

Heritage assets, which are culturally significant resources and which are shown at cost, are not
depreciated due to the uncertainty regarding their estimated useful lives.

[nitial Recognition

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

Heritage assets are measured at cost.

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

Subsequent measurement

After recognition as an asset, a class of heritage assets is carried at its cost less any accumulated
impairment losses.

Impairments

The municipality assess at each reporting date whether there is an indication that it may be impaired. if
any such indication exists, the municipality estimates the recoverable amount or the recoverable
service amount of the heritage asset.

Transfers

Transfers from heritage assets are only made when the particular asset no longer mests the definition
of a heritage asset. Transfers to heritage assets are only made when the asset meets the definition of a
heritage asset.

Derecognition

The municipality derecognises heritage asset on disposal, or when no future economic benefits or
service potential are expected from its use or disposal.
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The gain or loss arising from the derecognition of a heritage asset is determined as the difference
between the net disposal proceeds, if any, and the carrying amount of the heritage asset. Such
difference is recognised in surplus or deficit when the heritage asset is derecognised.

1.11. Financial instruments
Initial recognition

The entity recognises a financial asset or a financial liability in its statement of financial position when
the entity becomes a party to the contractual provisions of the instrument. The entity recognises
financial assets using trade date accounting.

Upon initial recognition the entity classifies financial instruments or their component parts as financial
liabilities, financial assets or residual interests in conformity with the substance of the contractual
arrangement and to the extent that the instrument meets the relevant definitions.

Financial instruments are evaluated, based on their terms, to determine if those instruments contain
both liability and residual interest components (i.e. to assess if the instruments are compound financial
instruments). To the extent that an instrument is in fact a compound instrument, the components are
classified separately as financial liabilities and residual interests as the case may be.

Initial measurement

The entity measures a financial asset and financial liability initially at its fair value plus transaction costs
that are directly attributable to the acquisition or issue of the financial asset or financial liability.

Subsequent measurement

Subsequent to initial recognition, financial assets and financial fiabilities are measured at fair value,
amortised cost or cost. All financial assets and financial liabilities are measured after initial recognition
using the following categories:

a) Financial instruments at fair value:
s derivatives;
¢ combined instruments that are designated at fair value;
¢ instruments held for trading. A financial instrument is held for trading if:
— it is acquired or incurred principally for the purpose of selling or repurchasing it in the near-
term; or
— on initial recognition it is part of a portfolio of identified financial instruments that are
managed together and for which there is evidence of a recent actual pattern of short term
profit-taking;
— non-derivative financial assets or financial liabilities with fixed or determinable payments
that are designated at fair value at initial recognition; and
— financial instruments that do not meet the definition of financial instruments at amortised
cost or financial instruments at cost.
b) Financial instruments at amortised cost:

Non-derivative financial assets or non-derivative financial liabilities that have fixed or determinable
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payments, excluding those instruments that the entity designates, at fair value, at initial recognition or,
are held for trading.

¢) Financial instruments at cost:

Investments in residual interest, which do not have quoted market prices, and for which fair value
cannot be determined reliably.

The entity assesses which instruments should be subsequently measured at fair value, amortised cost
or cost, based on the definitions of financial instruments at fair value, financial instruments at amortised
cost or cost, based on the definitions of financial instruments at fair value, financial instruments at
amortised cost or financial instruments at cost as set out above.

Gains and losses

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

Impairments

All financial assets measured at cost or amortised cost are subject to an impairment review. The entity
assess at the end of each reporting period whether there is any objective evidence that a financial
asset or group of financial assets is impaired.

Financial assets measured at amortised cost:

The entity first assesses whether objectfive evidence of impairment exists individually for financial
assets that are individually significant and individually or collectively for financial assets that are not
individually significant. If the entity determines that no objective evidence of impairment exists for an
individually assessed asset, whether significant or niot, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively assesses them for impaiment.

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

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

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

Derecognition
Financial assets

The entity derecognises financial assets using trade date accounting. The entity derecognises a
financial asset only when:
¢ the contractual rights to the cash flows from the financial asset expire, are settled or
waived;

¢ the entity transfers to another party substantially all of the risks and rewards of
ownership of the financial asset; or
¢ the entity, despite having retained some significant risks and rewards of ownership of
the financial asset, has transferred control of the asset to ancther party and the other
party has the practical ability to sell the asset in its entirety to an unrelated third party, and is
able to exercise that ability unilaterally and without needing to impose additional
restrictions on the transfer. In this case, the entity:
— derecognise the asset; and
— recognise separately any rights and obligations created or retained in the transfer.

Financial liabilities

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

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

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

Investments which include fixed deposits and short-term deposits invested in registered commercial
banks are categories as financial instruments at amortised cost and are subsequently measured at
amortised cost.

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

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

Cash and cash equivalents

Cash and cash equivalents are measured at amortised cost.

Cash includes cash on hand and cash with banks. Cash equivalents are short-term highly liquid
investments that are held with registered banking institutions with maturities of three months or less and
are subject to an insignificant risk of change in value.

For the purposes of the Cash Flow Statement, cash and cash equivalents comprise cash on hand and
deposits held on call with banks.

Trade and other receivables

Trade and other receivables are initially recognised at fair value plus transaction costs that are directly
attributable to the acquisition and subsequently stated at amortised cost less provision for impairment.
All trade and other receivables are assessed at least annually for possible impairment. Impairments of
trade and other receivables are determined in accordance with the accounting policy for impairments.
Impairment adjustments are made through the use of an allowance account.

Bad debts are written off in the year in which they are identified as irrecoverable. Amounts receivable
within 12 months from the reporting date are classified as current. Interest is charged on overdue
accounts.

Trade and other payables

Trade payables are initially measured at fair value plus transaction costs that are directly atiributable to
the acquisition and are subsequently measured at amortised cost.
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Other financial assets

These include loans receivable and initially measured at fair value plus transaction costs that are
directly attributable to the acquisition and subsequently measured at amortised cost.

1.12. Leases
Finance [eases - lessee
Initial recognition

Leases are classified as finance leases where substantially all the risks and rewards associated with
ownership of an asset are transferred to the entity through the lease agreement. Assets subject to
finance leases are recognised in the Statement of Financial Position at the inception of the lease, as is
the corresponding finance lease liability.

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

The discount rate used in calculating the present value of the minimum lease payments is the interest
rate implicit in the lease.

Subsequent measurement

Subsequent to initial recognition the finance lease liability is carried at amortised cost, with the lease
payments being set off against the capital and accrued interest. The allocation of the lease payments
between the capital and interest portion of the liability is effected through the application of the effective
interest method.

The finance charges resulting from the finance lease are expensed, through the Statement of Financial
Performance, as they accrue. The finance cost accrual is determined using the effective interest
method.

Finance lease liabilities are derecognised when the entity's obligation to settle the liability is
extinguished. The assets capitalised under the finance lease are derecognised when the entity no
longer expects any economic benefits or service potential to flow from the asset.

Operating leases - lessor

For those leases classified as operating leases the asset subject to the lease is not derecognised and
no lease receivable is recognised at the inception of the lease.

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

An operating lease liability is raised to the exient that lease payments are received in advance (i.e. the
straight-line lease payments are more than the contractual lease payments). The operating lease asset
and / or operating lease liability are measured as the undiscounted difference between the straight-line
lease receipts and the contractual lease receipts.

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

income for leases is disclosed under revenue in the statement of financial psrformance.

Operating leases - lessee

Assets subject to operating leases, i.e. those leases where substantially all of the risks and rewards of
ownership are not transferred to the lessee through the lease, are not recognised in the Statement of
Financial Position.

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

1.13. Inventories
Initial recognition and measurement

Inventories are initially measured at cost. Cost refers to the purchase price, plus taxes, transport costs
and any other costs in bringing the inventories {o their required location and condition. Where inventory
is manufactured, constructed or produced, the cost includes the cost of labour, materials and
overheads used during the manufacturing process.

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

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

Subsequent measurement
Inventories, consisting of consumable stores, raw materials, work-in-progress (WIP) and finished
goods {FG), are valued at the lower of cost and net realisable value unless they are to be distributed at

no or nominal charge, in which case they are measured at the lower of cost and current replacement
cost.
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Water inventory is measured annually at the reporting date by way of dip readings and the calculated
volume in the distribution network.

Redundant and slow-moving inventories are identified and written down from cost to net realisable
value.

The cost of inventories is assigned using the weighted average cost formula. The same cost formula is
used for all inventories having a similar nature and use to the municipality.

Derecognition

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

The amount of any reversal of any write-down of inventories, arising from an increase in net realisable
value or current replacement cost, are recognised as a reduction in the amount of inventories
recognised as an expense in the period in which the reversal occurs.

1.14 Impaiment of cash-generating assets

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

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell
and its value in use.

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

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

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

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

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

Discount rate

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

Recognition and measurement

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

An impairment loss is recognised immediately in surplus or deficit.
Any impairment loss of a revalued cash-generating asset is treated as a revaluation decrease.

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

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the
individual asset. If it is not possible to estimate the recoverable amount of the individual asset, the
municipality determines the recoverable amount of the cash-generating unit to which the asset helongs
(the asset's cash-generating unit).

If an active market exists for the output produced by an asset or group of assets, that asset or group of
assets is identified as a cash-generating unit, even if some or all of the output is used internally. If the
cash inflows generated by any asset or cash-generating unit are affected by internal transfer pricing,
the municipality use management's best estimate of future price(s) that could be achieved in arm's
length transactions in estimating:

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

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

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

e its fair value less costs to sell {if determinable);

* its value in use (if determinable); and

* zero.

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

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

Reversal of impairment loss

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

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has
been a change in the estimates used to determine the asset's recoverable amount since the last
impairment loss was recognised. The carrying amount of the asset is increased to its recoverable
amount. The increase is a reversal of an impairment loss. The increased carrying amount of an asset
attributable to a reversal of an impairment loss does not exceed the carrying amount that would have
been determined (net of depreciation or amortisation) had no impairment loss been recognised for the
asset in prior periods.

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

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

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of
the unit pro rata with the carrying amounts of those assets. These increases in carrying amounts are
treated as reversals of impairment losses for individual assets. No part of the amount of such a reversal
is allocated to a non-cash-generating asset contributing service potential to a cash-generating unit.

In allocating a reversal of an impairment loss for a cash-generating unit, the carmying amount of an
asset is not increased above the lower of:

The amount of the reversal of the impairment loss that would otherwise have been allocated to the
asset is allocated pro rata to the other assets of the unit.
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1.15. Employee benefits
Short-term employee benefits

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

Short term employee benefits are recognised in the Statement of Financial Performance as services
are rendered, except for non-accumulating benefits, which are recognised when the specific event
occurs, These short term employee benefits are measured at their undiscounted costs in the period the
employee renders the related service or the specific event occurs.

Post-employment benefits

The entity provides post-employment benefits for its officials. These benefits are provided as either
defined contribution plans or defined benefit plans. The entity identifies as defined contribution plans
any post-employment plan in terms of which it has no obligation to make further contributions to the
plan over and above the monthly contributions payable on behalf of employees (for example in the
event of a funding shortfall). Any other plans are considered to be defined benefit plans.

Defined contribution plans

Contributions made towards the fund are recognised as an expense in the Statement of Financial
Performance in the period that such contributions become payable. This contribution expense is
measured at the undiscounted amount of the contribution paid or payable to the fund. A liability is
recognised to the extent that any of the contributions have not yet been paid. Conversely an asset is
recognised to the extent that any contributions have been paid in advance.

Post-retirement Medical Obligations

The municipality provides post-retirement medical benefits by subsidising the medical contributions of
certain retired staff members according to the rules of the medical aid funds. Council pays 70% of the
contributions and the remaining 30% is paid by the members.

The entitlement to post-retirement medical benefits is based on the employee remaining in service up
to retirement age and the completion of a minimum service period. The expected costs of these
benefits are accrued over the period of employment. Independent qualified actuaries carry out
valuations of these obligations, in accordance with GRAP 25 - "Employee Benefits". The plan is
unfunded.

The contributions are recognised in the statement of financial performance when the employees have
rendered the service entitling them to the contribution. The liability was calculated by means of the
projected unit credit actuarial valuation method.

The liability is recognised at the present value of the defined benefit obligation at the reporting date,
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minus the fair value of the plan assets (if any) out of which the obligations are to be settled directly,
plus any liability that may arise as a result of minimum funding requirements. Payments made by the
municipality are set-off against the liability, including notional interest, resulting from the valuation by
the actuaries, and are recognised in the Statement of Financial Performance upon valuation.

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

1.16. Provisions and contingencies

Provisions are recognised when:
a) the municipality has a present obligation as a result of a past event;
b) itis probable that an outflow of resources embodying economic benefits or service potential
will be required to settle the obligation; and
c) a reliable estimate can be made of the obligation.

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

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

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

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate.
Provisions are reversed if it is no longer probable that an outflow of resources embodying economic
benefits or service potential will be required, to settle the obligation.

Where discounting is used, the carrying amount of a provision increases in each period to reflect the
passage of time. This increase is recognised as an interest expense.

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

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 40.

1.17. Revenue from exchange transactions
Revenue from exchange transactions refers to revenue that accrues to the entity directly in return for

services rendered or goods sold, the value of which approximates the consideration received or
receivable, excluding indirect taxes, rebates and discounts.
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Recognition

Revenue from exchange transactions is only recognised once all of the following criteria have been

satisfied:

a) The entity retains neither continuing managerial involvement to the degree usually associated
with ownership nor effective control over the goods sold;

b) The amount of revenue can be measured reliably; and

¢) ltis probable that the economic benefits or service potential associated with the transaction will
flow to the entity and the costs incurred or to be incurred in respect of the transaction can be
measured reliably.

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

Specific exchange revenue sources

Service charges relating to electricity and water are based on consumption. Provisional estimates of
consumption are made monthly when meter readings have not been performed. The provisional
estimates of consumption are recognised as revenue when invoiced. Adjustments to provisional
estimates of consumption are made in the invoicing period in which meters have been read. These
adjustments are recognised as revenue in the invoicing period.

Electricity meters in industrial areas are read at the end of each month and billed the following month.
Premises with high- tension electricity supplies are read and billed monthly.

Revenue arising from the consumption of electricity and water in the month of June is fully accounted
for whether invoiced or not.

Revenue from the sale of electricity prepaid meter cards is recognised at the point of sale. At reporting
date, an estimate of the prepaid electricity consumed is made and revenue is adjusted accordingly.
The estimate is based on trend analysis and historical data of electricity consumption.

Service charges from sewerage and sanitation are based on the number of sewerage connections on
each developed property using the tariffs approved from Council and are levied monthly.

Service charges relating to refuse removal are recognised on a monthly basis in arrears by applying
the approved tariff. Tariffs are determined per category of property usage and are levied on a monthly
based.

Rental income arising on facilities and equipment is accounted for on a straight-line basis over the
iease terms on on-going leases.

License fees and permits are recognised in accordance with the substance of the agreements entered
into.
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Measurement

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

1.18. Revenue from non-exchange transactions

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

Recognition

Revenue from non-exchange transactions is generally recognised fo the extent that the related receipt
or receivable qualifies for recognition as an asset and there is no liability to repay the amount and once
all the following criteria have been satisfied:

a) The entity retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective control over the goods sold;

b) The amount of revenue ¢an be measured reliably; and

¢) It is probable that the economic benefits or service potential associated with the transaction will flow
to the entity and the costs incurred or to be incurred in respect of the transaction can be measured
reliably.

Revenue from property rates is recognised when the legal entitlement to this revenue arises. Council
applies a flat rating system. The same rate factor is applied for land and buildings. In terms of this
system, assessment rates are levied on the value of land and buildings in respect of properties.
Rebates are granted according to the use of the property concerned. Collection charges are
recoghised when such amounts are legally enforceable. Penalty interest on unpaid rates is recognised
on a time proportion basis.

Fines are recognised when it is probable that future economic benefits will flow to the entity, the costs
can be reliably measured and all restrictions have been complied with. Fines constitute both spot fines
and summonses. Revenue from spot fines is recognised when payment is received and the revenue
from the issuing of summonses is recognised when collected. Due to the various legal processes that
can apply to summonses and the inadequate information available from the courts, it is not possible to
measure this revenue in the involcing period.

Grants, transfers and donations received or receivable are recognised when the resources that have

been transferred meet the criteria for recognition as an asset and there is not a corresponding liability
in respect of related conditions.
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Measurement

An asset that is recognised as a result of a non-exchange transaction is recognised at its fair value at
the date of the transfer. Consequently, revenue arising from a non-exchange transaction is measured
at the fair value of the asset received, less the amount of any liabilities that are also recognised due fo
conditions that must still be satisfied.

Where there are conditions attached to a grant, transfer or donation that gave rise to a liability at initial
recognition, that liability is transferred to revenue as and when the conditions attached to the grant are
met.

Grants without any conditions attached are recognised as revenua in full when the asset is recognised,
at an amount equalling the fair value of the asset received.

interest earned on the investment is treated in accordance with grant conditions. If it is payable to the
funder it is recorded as part of the creditor.

1.19. Borrowing costs

Borrowing costs are recognised as an expense in the period in which they are incurred.

1.20. Unauthorised expenditure

Unauthorised expenditure means any expenditure incurred by a municipality otherwise than in
accordance with section 15 or 11(3) of the Municipal Finance Management Act {(Act No.56 of 2003),
and includes:
a) overspending of the total amount appropriated in the municipality’s approved budget;
b) overspending of the total amount appropriated for a vote in the approved budget;
¢} expenditure from a vote unrelated to the department or functional area covered by the vote;
d) expenditure of money appropriated for a specific purpose, otherwise than for that specific
purpose;
s} spending of an allocation referred to in paragraph (b), {c} or (d} of the definition ¢f “allocation”
otherwise than in accordance with any conditions of the allocation; or
f) a grant by the municipality otherwise than in accordance with this Act;

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 financial performance.

1.21. Fruitless and wasteful expenditure

Fruitless expenditure means expenditure which was made in vain and would have been avoided had
reasonable care been exercised.
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All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the
statement of financial perfformance 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.

1.22. Irregular expenditure

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act
No.56 of 2003), the Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act
No. 20 of 1998) or is in contravention of the economic entity's supply chain management policy.
Irregular expenditure excludes unauthorised expenditure. Irregular expenditure is accounted for as
expenditure in the Statement of Financial Performance and where recovered, it is subsequently
accounted for as revenue in the Statement of Financial Performance.

1.23. Related parties

Parties are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial and operating decisions or if the related
party entity and other entity are subject to common control.

Transactions between related parties other than transactions that would occur within a normal supplier
or client/recipient reiationship on terms and conditions no more or less favourable than those which it is
reasonable to expect the entity would have adopted if dealing with that individual or entity at arm's
length in the same circumstances are disclosed within the annual financial statements.

Only transactions with related parties not at arm's length or not in the ordinary course of business are
disclosed.

1.24. Taxes - Value added tax

Revenue, expenses and assets are recognised net of the amounts of value added tax. The net amount
of value added tax recoverable from, or payable to the taxation authority is included as part of
receivables or payables in the Statement of Financial Position.

1.25. Capital commitments

Capital commitments disclosed in the financial statements represents the contractual balance

committed to the capital projects on reporting date that will be incurred in the period subsequent to the
specific reporting date.
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1.26. Consumer deposits

Consumer deposits are disclosed as a current liability. Consumer deposits are levied in-line with
coungil's policy to consumers when services are initially connected. When services are disconnected or
terminated, the cutstanding deposit is utilised against any arrear accounts the consumer might be
liable for on that date. Any excess deposit after all debit is settled is refunded to the specific consumer.

2. Post-reporting date events

Events after the reporting date are those events, both favourable and unfavourable, that occur between
the reporting date and the date when the financial statements are authorised for issue.
Two types of events can be identified:
— those that provide evidence of conditions that existed at the reporting date (adjusting
events after the reporting date); and
— those that is indicative of conditions that arcse after the reporting date (non-adjusting
events after the reporting date).

The entity will adjust the amounts recognised in the financial statements to reflect adjusting events
after the reporting date once the event occurred.

The entity will disclose the nature of the event and an estimate its financial effect or a statement that
such estimate cannot be made in respect of all material non-adjusting events, where non- disclosure
could influence the economic decisions of users taken on the basis of the financial statements.

3. New standards and Interpretations

3.1 Standards and interpretations eariy adopted
The municipality has chosen to early adopt the following standards and interpretations:
Standard / interpretation Effective date:
Years beginning on or after
None
3.2 Standards and Interpretations issued, but not yet effective
The municipality has not applied the following standards and interpretations, which have been

published and are mandatory for the municipality's accounting periods beginning on or after 01 April
2015 or later periods:
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Effective date:
Years beginning

Standard / Interpretation on or after Expected impact:

GRAP 18: Segment Reporting 01 Aprit 2017 No significant effect

GRAP 20: Related Parties 01 Aprit 2017 No significant effect

GRAP 32: Service concession arrangements: | 01 April 2016 No significant effect

GRAP 108: Statutory Receivables 01 April 2016 No significant effect

IGRAP 17: Service Cancession Arangements | 01 April 2016 The impact of the amendment is

where a Grantor Controls a Significant not material.

Residual Interest in an Asset

GRAP 16 (as amended 2015): Investment 01 Aprii 2016 The adoption of this amendment

Property has not had a material impact on
the results of the company but
has resulted in more disclosure
than would have previously been
provided in the financial
statements

GRAP 17 (as amended 2015): Property, Plant | 01 April 2016 The adoption of this amendment

and Equipment has not had a material impact on
the results of the company but
has resulted in more disclosure
than would have previously been
provided in the financial
statements

GRAP 109: Accounting by Principals and 01 April 2017 The impact of the amendment is

Agents not material.

GRAP 21 (as amended 2015): Impairment of | 01 April 2017 The adoption of this amendment

non-cashgenerating Assets has not had a material impact on
the results of the company but
has resulted in more disclosure
than would have previously been
provided in the financial
statements.

GRAP 26 (as amended 2015): Impairment of | 01 April 2017 The adoption of this amendment

cashgenerating Assets has not had a material impact on
the resulis of the company but
has resulted in more disclosure
than would have previously been
provided in the financial
statements.

Directive 12: The Selection of an Appropriate | 01 April 2018 The impact of the amendment is

Reporting Framework by Public Entities

not material.
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Possible impact of initial application of standards of GRAP approved but not yet effective

GRAP 18: Segment Reporting — It is expected that this will only result in additional disclosures
without affecting the underlying accounting.

GRAP 20: Related Parties - No significant impact is expected as the information is to a large extent
already included in the financial statements.

GRAP 32: Service concession arrangements: Grantor — No significant impact is expected as no such
transaction or events are expected in the foreseeable future.

GRAP 108: Statutory Receivables — No significant impact Is expected as the information is to a large
extent already included in the financial statements.

IGRAP 17: Service Concession Arrangements Where a Grantor Controls a Significant Residual Interest
in an Asset — No significant impact is expected as no such transactions or events are expected in the
foreseeable future.

GRAP 16 (as amended 2015): Investment Property — No significant impact is expected as no such
transactions or events are expected in the foreseeable futurs.

GRAP 17 (as amended 2015): Property, Plant and Equipment — No significant impact is expected as no
such transactions or events are expected in the foreseeable future.

GRAP 109: Accounting by Principals and Agents — No significant impact is expected as no such
transactions or events are expected in the foreseeable future.

GRAP 21 (as amended 2015): Impairment of non-cash-generating Assets — No significant impact is
expected as no such transactions or events are expected in the foreseeable future.

GRAP 26 (as amended 2015): Impairment of cash-generating Assets — No significant impact is
expected as no such transactions or events are expected in the foreseeable future.

Directive 12: The Selection of an Appropriate Reporting Framework by Public Entities — No significant
impact is expected as no such transactions or events are expected in the foreseeable future.
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2016 2015
R R
(Restated)
4 Other financlal assets
Amortised cost
Long term loans 12 749 15 692
This loan is for a sport club and is repayable In monthly Instalments over a period of
twanty years. It has a fixed interest rate of 5% and will be fully retdesrnsd in April 2020.
This loan Is not secured
Opening Balance 15 692 18 493
interest accrued 719 861
Installments (3 662} (3 662}
Closing Balance 12748 15 692
=
Non-current assets
Amortisad cost 8 655 12749
Current agsets
Amortised cost 3084 2943
12749 15 682
—
The munigipality has not reclassHled any financlal assats from cost or amortised cost to fair valua, or from fair value to cost or
amortised cost during the current or prior year.
There were no gains or losses reallsed on the disposal of held to maturity financial assets In 2018 and 2015, as all the
financial assets were disposed of at thelr redemption date.
Loans and receivabies past due but not Impalred
Loans and recaivables which are less than 3 months past dde are not considered to be impaired. At 30 June 2016 - Rnil
{2015 - Rnil) were past due but not Impaired.
5 Financlal assets by category
The acpounting policies for financial instruments have been appfled to the line itsms belaw:
2016 Financial Total
assots at
amortised cost
Other financial assets 12 748 12 749
QOther receivables from exchange transactions 1148 855 1148 B55
Other recelvables from non-exchange transactions 5407 784 5407 784
Cash and cash equivalents 14112575 14112 576
Trade raceivables from exchange transactions 18 839 598 18 830 098
38 621 961 39 521 961
=
2HE Financal Total
assets at
amortised cost
Cther financial assets 15692 15 692
Cther receivables from exchanga transactions 3309113 3309113
Gther Ivables from non-exch trar i 4227031 4227 0
Cash and cash squivalents 11118 836 11118838
Trade receivables from exchange transactlons 17 785 907 17 785 907
38 456 579 36 466 578
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2018 2016
R R
{Restated)
6 invantories
Houslng In process 55 080 55080
Consumable stores 710275 896 224
Water 106 196 165 426
871 461 1136 730
Stores issued amounted to R 1 557 102 and R 1 481 663 (2015).
No Inventary write downs were required for the year.
No Inventory were pladged as security.
No amount included in inventory is carried at cument replacement cost or NRV.
7 Other recelvables from mcehange transactions
Deposlits 895 168 857 835
Govemmert Grants and Subsidies 158 842 158 842
Cther recelvables 166 081 29933
Finance Lease refund from ABSA Bank 1736000
Prepayments 158 656 726 703
Provislon for bad debts: Other Receivables 20 933
1148 855 3300113
The ageing of ofther receivables from exchange transactfons and not impaired is as follows:
Current (J-30days) 39374 1736 000
31-6C days 136 148
1-90 days 833 380
91-120 days
=121 days 973 333 939733
1 148 855 3309113
Prior period adjustment
Ealance previously reported 3057073
2015: Prepayments frem BCDA unknown records writter: back as at 30 June 2015 {125)
2015: Prepayments - Insurance pramiums paid in advance for July 2015 to September 2015 93 323
Earfier than 2015: Recelvable from Dept of Human settiement Incomrectly shown as Non-exchange transaction. Should be from Exchange transactions 158 842
3 309 113

Other recelvables placdged as security

Other recelvables were not pledged a8 securty.
Other recelvables Is a financlal assets at amortised cost.

Credit quality of other 7 from ge trar

‘The credit quality of other receivables from non-exchange ransactions that are neither past nor due nor Impaired can be
assessed by referance to historical trends and other available information.
Althcugh credit quality can be assessed the municipailty did rot apply any methods to evaluate the credit quallty.
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2016 2015
R R
(Restated)
8 Other receivables from non-exchange fransactions
Property rates 5245141 4070 794
Other receivables 162 643 156 237
5407 784 122703
Property rates
Property rates 7321511 6059934
Provision for bad debts: Property rates {2 676 370) (1 989 140)
6 245 141 4070794
Propaerty rates age analysls
Current (0-30days) 2102 260 883
31-60 days 58 709 35623
81-90 days 25 086 30205
91-120 days 22887 31582
> 121 days 6 802 637 5701 773
7 3_21 511 & 059 934
Credit quality of recelvables from non g i
The cradit quality of other recelvables from non-exchange transactions that are neither past nor dus nor impaired can be
assessed by referenca to historical trends and other available Information.
Although credit quality can be assessed the municipality did not apply any methods to evaluate the eredit quallty.
Allowance for Impairment: Property rates
Impairment balance prior yaar {1 589 140} (1982 137)
Contrlbutlons to provision (323 963) {31 329)
Dabt Impalment written off against provision 236 733 4326
12 076 370} {1988 140!
Other recelvables
Other recelvables
Employees overpayment on backpay 23am 231 831
Pravislon for bad debts: Employees overpayment {231 831} (231 831)
Inguranca claims 17121 17 121
Provision for bad dabts: Insurance claims 17121}
Employee overpayments 50715 30 605
SARS UIF pald for Counclliors 108 511 108 511
Other 3417
162 643 156 237
== —
Prior period adjustment
Balance previously reported 4 386 473
2015: Cther receivables: Makro {Dev Agency) Unknown receivable from Dev Agency written back as per 30 June 2015 records {B00)
Earller than 2015: Recelvable from Dept of Human ssttlemant incotractly shown as Non-exchange transactlon. Should be from Exchange transactions 158 842
4 227 031
As at 30 June 2018, other receivables from non-sxchange transactlons of R238 733 (2015: R4 326) were Impalred and
provided for.
The amount of the pravislan for Property Rates was R 2 076 370 as at 30 Juna 2016 (2015: R 1 989 140).
The amount of the provislon for other recelvables was R248 952 as at 30 Juna 2016 {(2015: R231 831)
Other recsivables from non-axchange transactions Is a financlal assets at amortised cost.
Other recefvables from non-exchange transactions were not pledged as security.
Other ivables from non h transactions past due but not impaired
The agelng of amounts for property rates past dua but not impaired is as follows:
1 month past due 58 709 37 762
Z months past dua 24 587 29 706
3 manths past dug 21919 31 221
Qlder than 3 months (Govemment only} 4 827 735 3711222
4 932 950 3 809 811
e ==
Othar receivables from non-exchange transactions past due but not impaired
Qlder than 4 months 13116 156 836
139 116 156 836
= ==
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2016 2015
R R
{Restated)
9 Trade receivables from exchange transactions
Grass balances
Electricity 13 680 265 12 766 862
Water 11 333 892 10 888 871
Sanitatlon 1865048 1 585 020
Sewerage 4 975 366 4 B5Y 456
Refuse 8949 498 8545751
Other 1184 509 1021393
41 768 581 39 637 463
Trade recelvables pledged as security
Trade recelvables wera not pledged as security.
Trade racslvables Is a financlal assets at amartised cost.
Prior period adjustment
Balance previousty raparted 39 639 563
2015: Electricity: Incarrect electricity tariff used for billing an account for 10 months 17 898
2015; Water - Incorrect water levies for 2014/15 fin year for School because of broken water pipes (8214}
Earlier than 2015: Watar - Incormect water lgvies for 2013/14 fin year for School because of broken water pipes {11 794)
39 637 453
Less: Allowance for impalment
Electricity (2 001 675) {1948 170)
Water (B D00 472) (7 876 291)
Sanitation (1 454 258) {1301 844)
Sewerage {3661 374) {3 641 8081)
Refuse (& 888 £38) {6 489 268}
Other (912 270) {714 082)
22 928 £83) 2 851 848
Net batance
Hectricity 14 658 590 10 808 692
Water 3333427 3012680
Sanitation 210 790 263178
Sewerage 1313 882 137575
Refyse 2050 980 2076483
Other 272 239 307 301
15 B39 B2 17 748 907
Eloctricity
Curent (0 -30 days) 0252 528 5967 417
3 -60days 1355913 1104 29
61 - 80 days 560 545 704 823
91 - 120 days 595 501 562 529
>121 days . 2895778 4427 184
13 660 265 12 756 862
Water
Current (0 -30 days) 1447 967 939 0117
31 - 60 days 506 042 327 306
B1-90 days 236 624 287 246
91-120 days 236 848 246 996
>121 days 8907 418 9088408
11333828 10 B3B8 971
Sanltation
Current (0 -30 days) 41072 26389
31-80days 14 352 15639
61 -80days 14 373 15457
91 - 120 days 13958 15 362
»121 days 1581 291 1492173
5 048 020
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2016 2015
R R
{Restated)
9 Trade ivables from exch tri 1] {continued}
Sewerage
Cursent (0 -30 days) 552 271 308 496
31 - 80 days 184 717 155 129
61-90 days 114 895 148 126
91 -120 days 100 751 118 721
>121 days 4 052 732 4131984
4 975 366 4 858 466
Refuse —
Current (0 -30 days) 766 805 446 030
31 - 60 days 218 168 221145
61 - 80 days 176 630 200 870
91 - 120 days 162 981 190782
>121 days 7804 912 7486 944
8 949 496 B 545 751
——
Other
Current (0 -30 days) 78145 60 285
31-60 days 34877 30 258
61 - 90 days 18 141 68 072
1 - 120 days 20 980 10 095
>121 days 1032 368 852 g62

1184 502 1021 393

Summary of debtore by customer classiication

Consumers.
Current (0 -30 days) 11 158 788 7 744 644
31 - 60 days 2284089 1854 377
61 - 80 days 1121208 1424 594
91- 120 days 1130019 1134 485
>121 days 26 074 497 27479 353
41 768 581 39637 453
Less: Allowanga for impairment {22 928 583) {21 851 546)
18 838 693 17 785 907
Reconcillation of debt impalmmant provision
Balance at beginning of the year {21 851 548) (21 814 1256}
Contributions to provision (4 938 322) (4 216 424)
Receipts for receivables already written off {16 692)
Debt relief project 15928
Debt impairment written off against provision 3 846 357 4 195 895

22 928 583 21 B51 546

Fair value of trade receivables from exchange transactions

Trade receivables from exchange transactions 18 839 998 17 785 907

The fair value has been determined by using the face value of the outstanding capltal.
Trade receivables impalred

As at 30 June 2016, consumer debtors of R3 846 357 (2015: R 4 195 695) were impaired and provided for,
The amourt of the provision was R22 928 583 as at 30 June 2016 (2015: R 21 851 548).

Trade j from exct tr £l past dua but not impalred

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

1 month past due 2064 723 180210
2 months past due 963 184 1183720
3 months past due 937 502 959 338
Older than 3 months 7705012 6 215458

11 670 421 10 170 617
Credit quality of vables from exch 18

The credit quality of receivables from exchange transactions that are nelther past nor due nor impaired can be
assessed by reference to historical trands and other avallable Information.
Although credit quality can be assessad the munidipallty did not apply any methods to evaluate the credit quality.
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2018 2015
R R
{Restated)
10 Cash and cash aquivalents
Cash and cash equivalents corsist of:
Cash on hand 1690 1 630
Bank balances 1449 857 885 736
Short=term deposits 12 661 028 10 231 410
1411_2575 11 118 338

No restrictions exist with regard to the use of cash.

Cash and cash equivalents pledged as collateral

No cash and cash equivalents {or portions therecf) was pledged as security for any financial ilabiliies.

The municipality had the following bank accounts

Account number / description
30 June 2016

Bank statement balances

30 June 2015

ABSA Bank - Fixed deposlt - 7500
2053825036

ABSA Bank - Fixed deposit -
2055844786

ABSA Bank - Cait account -
9067623600

Nedbank - Maney market -
1283038023

Nedbank - Flxed deposit -
18312491

Nedbank - Money market -
1263034758

Nedbank - Fixed deposit -
37881100877

Medbank - 12 menth Fixed deposit-
37801100877

ABSA - Chaque account -
2200000008

ABSA - Cheque account -
4064779134

FNB - Cheque account -
62541421046

ABSA, - Chegue account -
4061722786

FNB - Call account -
6259597005

4751
4600

73212

4000 000

168 788

1185300

6334 390

7500

10 124 481
5123
4800

70 706

476 471

25471

(4 541)

30 June 2014
7 BCO)
23 967
4 632 620
5 800
4800
68 648

10 0CO 00D

3383 054

162 925§

Cash book balances

30 June 2016 30 June 2015

30 June 2014 I

7 500 7757

10143 224

4751 5123
4800 4 800
73212 70 706
4236 575
160 788 B27 873
1281069 2564 711
31562

8334 390

7757
24535

4 648 802
5800
4600

68 648

10 052 164

3528 421

183 461

Tatal 13778 641

10 839 061
—

18269 114

14 110 836 11117146

18 504 188

The municlpality hes a guararites at ABSA bank (o the value of RE 000 (2015. R7 500) releting to the personal bonds of one municipat

esmploysa.

The municipality has Term loan facilities at ABSA bank to the value of R13 107 000 (2015: R14 557 000)
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2018 2015
R R
(Restated)
11 Investment proparty
2018 2015
Cost/ Carrying Cost/ Carrying
Valuation Value Valuation Value
R R | R
Investmant property 95 004 215 85 004 215 89 535 377 68 535 377
R iliation of ir property - 2016
Opening Additions FV Ad]ustments Total
balance
R R R R
Investment preperies: Land 51906 538 37 535 996 88441 535
Buildings 17 629 838 12921 {12 080 079} 5 582 680
£9 535 377 12921 25 455 917 95 004 215
Reconciliation of investment property - 2015
Cpening Additions  FY Adjustments Total
balance
R R R R
Investment property: Land 47 490 843 4 405 896 51 905 538
Buildings 17 629 638 17 629 838
65 129 481 0 4 405 896 89 535 377
Prior peried adjustmant
Balance previously reported 51 451 380
2015; Fair value adjustment due to prior 10 2015 error on Investment properties classlfications and properties excluded from fixed assets register 43 792
Prior to 2016: Farms and cther land not included in the Investment propertles fixed assets register 18 040 225
62 535 377

Rental revenue from Investment property: R132 788 (2015: R124 033)
Direct operating expenses arising from investment property that generated rental revenue: Rnll (2015: Rnil)

Pledged as securlty

No Investment property have heen pledged as security for loans

Detalls of valuation

The effective date of the revaluation was at 30 June 20186. Valuatlons were performad by an independent valuer from, Mr Daniel Grobler
under the supervisien of Ducharme Consulting CC. The Indepandent valuer is not related to the Munlclpality
anl has recent experience In the location and categery of the investment property that have been valued.

The valuation was based on open market value for existing use.

Investment property is split between land and improvements R89 441 535 and R5 562 680 (2015: R33 821 522 and R17 629 838)

respectively.
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Sea note 17 on financa |sasss for assets held under finance lease.

Mo property, plant and equipment has baen pledged as security for liabilities
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2018 20%5
R R
(Restaied)
12 Property, plant and eguipmant
2018 2015
Cost/ Accumulatad Carrying Cost/ Accumulated Carrying
Valuation depreclation/ Value Valuation depreciation/ Value
impairment Impairment
R R R R R R
Land 20129272 20129272 20129272 20129272
Bulldings 144 532 668 {75478 918} 69 053749 142 068 102 (72 159 485) 69908617
Plant and equipment 1531917 {864 507) 667 410 1 404 552 (681 0B7) 723 485
Furnitura and fixtures 4541 041 {2 596 193} 1944 B48 4 274 887 {2 176 099) 2 096 788
Mater vehicles 18 950 633 (4177 630} 14772 903 18 262 943 {2 770 030) 13462 913
Office equipmant 8641 053 {4 434 285) 2 206 788 6167277 (3 686 637) 2 571 640
infrastructure 882 359 417 (438 376 548) 443682885 870491758 {411 744 951) 487 748 BOT
WIP 29 698 666 - 206056685 20620412 - 26620 412
Landfill sites 17 94 300 {B 361 281) 9633019 17 994 300 (6 475 638) 11 518 662
Total 1126 376 866 (534 289 343) 592 086 523 1114 £12 503 {499 594 907) 614 817 598
Recongclliation of property, plant and equipment - 2016
Opening Additions Disposals Transfi Depraciation [ i Total
balance loss
R R R R R R R
Land 20 129272 20120272
Bulldings BEO0B 617 2464 E66 (3319424} 69 063 749
Piant 723 485 131 759 (4 394) {183 440) 667 410
Fumiture and fixtures 2 096 788 266 697 (543) {418 £84) 1944 848
Mator vehicles 13492 913 2989339 {301 749) (1 407 800} 14 772 903
Office equipment 2571840 532228 (48 452) (846 628) 2 206 788
Infrastructure 467 746 807 2857659 (28631597} 443 982 869
WIP 26 629 412 B398 478 {5 332 225} 29 695 665
Landfill sites 11 518 662 (1 885 843} 9633019
Total 614 B17 596 12 318501 {355 138) - (34 694 436) - 592 086 £23
Reconclliation of property, plant and aquipment - 2015
. Opening Additions Disposals Transfars Depraciation Impal Total
balance loss
R R R R R R R
Land 20128272 20128272
Buildings 59 052 541 6 472 652 7583137 {3188 713) 69 90B BF7
Plant and eguipment 673994 206 788 {157 297) 723 485
Fumniture and fixtures 2335707 186 671 {422 440) (3160) 2 096 788
Motor vehlcias 923423 4 831 587 (7 B55) (5665 260) 13 482 913
Office equipment 3114924 473901 ({680 507) {56 678) 2 571 B40
Infrastructure 464 828 932 76788683 21616681 (26 278 399) 487 746 807
WiIP 37 D40 578 18 857 552 {29 088 718) 25629412
Landtill sites 13 877 208 {2 158 548) 11 518 662
Total 610 087 287 36 507 844 {7655 - (33710152 {59 828) 614817 586
Prior pariod adjustment
Balance previously reportad 613 387 824
2(r15: Ad|ust depreciation of Landfill site because of reassessment done an the remaining useful life of the sites and additional cost identified. (913 499)
2015: Adjust depreciation on Bulldings because of changes to the buildings classifications from prior perlods. (22 219)
2015: Adjust depraciation on Infrestructure - Naticnal roads incomeclly shown as Municlpallty's assets 302 187
Eariler than 2{ i5: Adjusi carrylng vaiue of infrasiructure - National roads Incomrectly shawn &8 Municlpaiiiy’s asseis {8473 7i3)
Earlier than 2015: Adust Camrylng value of Land because of changes to the Land clessificaions and delstions bacause of changes to Provincial roads. 1843 377
Earlier than 2015: Adjust Camrying value of Bulldings bacause of changes to tha bullldngs dassifications. 305 754
Earlier than 2015: Adjust Canrying value of Landfill site because of reassessment dona on the nemaining useful life of the sltes and additional cost Identifled 8 303 885
614 817 596
2018 2015
Assets subject to finance lease (Net carrytng amount)
Vehiclas and Plant 3134839 3926 137
Offica squipment 233 444 555 787
33878 441924
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2016 2015
R R
(Restated)
13 Intanglble assets
2018 2015
Cost! Agcumulated Carrylng Cost/ Accumulated Carrylng
Valuation amortisation/ Value Valuailon amortisation/ Value
impalrment Impal
R R R R R R
Computer software 18 765 {11 836) & 929 18 765 {7 14_5] 11 620
R Hlation of intangible assets - 2016
Opening Addltlons Disposals Transfers Amortisation impairment Total —l
balance loss
Comguter software 11620 - - {4697 - 6923
R iliation of ble agsets - 2015
Opening Additions Disposals Transfers Amortisation Impairment Total
bal, loss
Computer software 18 311 - - {4 5_91) - 11 Gﬂ
Other informaticn
Fully amortised intangible assets still in use
Certaln computer software packages (not materlal to the municipality's aperations) with finite useful lives which have been fully
depreciated are still in use by the municipality to some extent.
14 Herltage assets
20e 2015
Cost! Accumulated Carrying Cost/ Accumulated Carrylng
Valuatlon amortisation/ Value Valuation amortisation/ Yalug
impairment Impalrment
R R R R R
458 067 458 087 45_8 067 458 067
Reconclliation of heritage assets - 2016
| Opening Additlons Disposals Transfers Amartisation Impairment Total |
balance loss
458 067 - - - - 458 087
Reconclllation of heritage assets - 2015
Opening Additlons Disposal: T fi Amor Impairment Total |
ol loss
458 067 - - - - 458 067
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2016 2015

R
(Restated)

15 Employes benefit obligations

Defined baneft plan
The M lity offers employees and continuation members the opportunity of belonging to one of several medicat schemes, moat

of which offer a range of options perlaining 1o levels of cover.

Upon retiremant, an employee may cantinue mambership of the medical schems. Upon a member's death-in-service or death-in-retirement,
the surviving dependants may continue membership of the medical scheme.

in-service members will receive a post-employment subsidy of §0% of the contribution payable should they be a member of a medicial scheme
at retirement.

All continuation mambars and thalr allgible dependsnts racalve a subsldy of elther 50% or 70%.
Upon a member's death-In-service or death-In-retirement the surviving dependants will continue to recelve the same batween 80% and 70% subsidy.

All subsidies are subject to @ maximum of R3 871 for the year ending 30 Juna 2017. The maximum subsidy amount has been assumed to
increase in the future at 75% of salary inflation.

Principal assumptions

Discount rate

Grap 25 stipulates that the choioe of this rate should be derived from high quallty corporate bond ytelds.
Howsvar, whera the markat in thess bonds is not significant, the market yields on govamment bonds
cons!stent with the estimated term of the post-employment liabilites skouid be used.

Consequently, a discount rate of 8.18% per annum has been used. The corespending Indeslinked yleld

at this term ig 1,79%. These rates do not reflact any adjustmant for taxation. Thess rates were deductad

from the yield curve obtained from the Bond Exchange of South Afriga afier the market glose on 30 June 2018,

The rats Is calculated by using a liabllity-we!ghted average of yields for the three components of the flabllity.
Each component's fixed-interest and index-linked yiekl was taken from the bond yield curve at that component's
duratlon, using an iteratlve process.

Financlal assumptions

Discount rate 9.18%
Health care £ost Inflation rate B.27%
Nett effective discount rate 0.84%

The next contributlon rate Increase Is assumed to eccur at 1 Jenuary 2017.

Demographic assumptions

Average retirement age 63 (males) 58 (Females)

Continuation of membership at retirement 100%

Proportion assumad married at retirement 0%

Camrying valus

Opening Accrued Liability 19 581 570 18 234 545

Service cost 1005728 783778

Interest cast 1701 268 1425 332

Benefits paid (508 224) (478 248)

Actuarial (gain} / foss recognised in the year (1342 181) 1 696 163

Closing Acerued Liabliity 20 418 161 19 6561 670

Non-current Fabilities 19917 797 19053 346

Cument llabilities {Estimate of beriefits payments expected in the next annual period) 500 364 508 224
20 418 181 19 6561 670

The total Babliity has increased by 4.4% {0i R 858 §81) aince the last valuation

The extent of unexpected ord
summarised in the following main components:
Actuarial (Gain)yLoss for the period
Contribution to Actuarial {GainyLoss:
Basis changes: Inerease in net discount rate
Decrease maximum subsidy irfiation to 75% of salary inflation
Contributlon Increases Mgher than assumed

Changes to membership profile different from assumed

in the liabllity over the pariod from the pravious valuation date to the current can be

{1342 181)
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2018 2015
R R
{Restated)
15 Employae benefit obtigatlons {continuad)

Net exp gnised In the of financial performance
Current service cost 1005728 783778
Benefits paid {608 224) {476 248)
Total included In employee related costs 497 504 305 530
Actuarial {Gain)Loss recognigsed in statement of financial performance {1 342181) 1 596163
Interest cost included in Finance costs 1 701 268 1 426 332

856 581 3 327 025
Estimata of contributions expected te be paid to the plan In the next financial year {500 384} {508 224)

nsitivity analysis on the accrued liablilty (R milllons
Assumption | Change | In-gervice Continuation Total | %changs |
Central Assumpticns 14.117 6.301 20.418
Health care Inflation 1% 15.576 6.786 22.3681 10%
-1% 12.453 5.788 18.252 1%
Discount Rate 1% 12.092 8.761 17.853 =13%
-1% 16.656 8.941 23.597 16%
Post-retirement mortallty =1yr 14.588 6.558 21.147 4%
Average retirement age =1yr 14.709 6.301 21.011 3%
Continuation of mambarship -10% 12.743 6.301 19.044 -T%
at retirement
Ase on ] Change Cumrent-Sarvice Cost Interast Cost [ Total [ % change I
Central Assumptions 1005700 1 701 300 2707 000
Health care inflation 1% 1200500 1956 600 3157100 17%
-1% 835000 1473100 2314100 =15%
Discount Rate +1% 836 600 1 644 500 2481100 -8%
-1% 1224 900 1758 300 2981200 10%
Post-retirament mortality =lyr 1041 400 1 767 000 2 808 400 4%
Average retirament age -lyr 1 067 800 1791400 2 858 200 6%
Continuation of membarship -10% 913 200 1593 900 2507100 =T%
at retirement
His! of llabiiiies, Assets and Experlenced Adjustments (R milllo
Liability History 30/06/2012 30/06/2013 30/068/2014 30/06/2015 30/08/2016
Accrued liability 15.453 13661 16235 19.662 20.418
Falr valua of plan asset 0.0_DCI MDO m 0.000 0.000
|Surplus/(Deficit) (15.453h (12;251) {16.235 {19.562) !'20.41Bi|
(£ of experience adjustments: Gains and Losses (R millions
Experlence ad]ustments 30/06/2013 3DIDBf201l_ 30/06/2015 30/06/2016
Liabllifies: (Galn)¥Loss {1.754) , 346, 1.321 {0.0B6)
Assets: Gainf/{Less) 0.000 .000 0.000]
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2016 2015
R R
{Restated)
16 Other financlal liabliltes
Hald at amortised cost
Standerd Bank 3300000
Absa Bank loans 11 580 140 14 243 013
14 860 140 13 243 013
A |ean of R3,5 milllon was taken up from ABSA Bank (R1 000 DOD on 19/10/2010
and R2 500 000 on 06/06/2012). Instalments are R125 114.50 (3.75%) and
R32% 680.34 (9.74%) respactively. Both loans are over a period of 5 years and is
sem-yearly payable, A Further loan from ABSA was taken up on 5 June 2015 of R13 000 000
at a fived Interest rate of 9.62%. Installments of R1 675 282 will be semi-ysarly payable.
The Municipality budgeted to redeem this loar: in full on 30 November 2016 from MIG grant receivable
©On 30 June 2018, a loan of R3 300 000 was also taken up from Standard Bank for the financing
of vehlgles purchased during the yesr at a fixed interest rate of 11.55%. Installments of R443 845
will be semi-yearly payabla.
No defaults or breaches or re-negotiations of the terms and conditions occurred during the year.
The ABSA Bank loans ara not secured, bt the foliowing covenants are applicable for the R13 000 000 loan:
1. Censumer debter's collection rate to be maintalned at »85%,
2. Net cash from operating activities to interast baaring debt not to detericrate balow 80%, and
3. Total Interest bearing debt to annual coerating revenue not to exceed 40%.
The Standard Bank loan |s not securad , but the following covenants ars also applicable for tha R3 300 009 loan:
1. Debt te Revenue ratio: to be maintained at a level that Is less than cr equal to 54%.
2. Billings to collection rate to be malntalned at a level that Iz greater than or equal to 87.3%.
3. Interast paid to total cost to be maintalned at a level that is less than or equal to 7.5%.
Non-current liabliitles
At aortised cost 2779 316 11 526 565
Cusrent liabllities
At amortised cost 12 080 824 2716 448
14 860 140 14 243 013
— —
Opening Balance 14243013 1 887 249
Logn racelved 3300000 13 000 000
Interest accruad 1311052 255818
Payments (2993 925} {600 054)
Closing Balance 14 860 140 14 243 013
17 Fimance lease obllgation
Minimum lease payments due
=within one year 1430631 1497 686
- In second to fifth ysar Inclusive 2833858 4 081 963
4084 490 & 669 655
legs: future finance chargas (642 B76) {1 072 049)
Present value of minimum lease payments 3 421 6§16 4 487 810
Present value of minimum le2se payments due
- within cne year 1133 396 1066 331
- in second to fifth year inclusive 2288219 3421 279
3421 616 4 487 610
Non-current liabilitias 2288219 3421278
Current llabllities 1133386 1066 331
3 421 618 4 487 810
— ——

Itis municipality policy to lease cartain plant and equipment under finance laases.
The average lease term was 3- 5 years and the average effective borrowing rate was between 8.30% and 9.55% for plant and 14.2%
tor otfice equipmant. Interasi rates are linked to prime at the contract date. No amangements have been entered Into for contingent rent.

The municipallty's obligations under finance leases are secured by the lessor's charge over the leased assets. Refer to note 12,
Property, plant and equipment for the garrying value of assets subject to finance tease.

Thers are no subleases

Defaults and breaches

There wera no default during the pericd of principal, Intarest, sinking fund or redemptlon terms of loans payable.
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2016 2015
R R
(Restated)
18 Unspent conditional grants and recelpts
Cther grants 6 339 006 1210 503

Unfulfilled conditions and ather contingencies attaching to government assistance has been recognised as per the following table totalling R& 339 006
Where conditlons have been met, the amounts were recognised as revenue and is shown under the transfer columns per the following table.

The municipality complied with all the conditions attachad to the grants / allocations.

These amounts are invested in a ring-fenced investment until utilised,

Grant description Unspant Racelp Ad) Transfer Transfer Unspent
balance 1 written off operating capftal balance
2015 expendlture expendlture 2016
Municlpal Infrastructure Grant (MIG) - 20 982 000 (5396 471) (681 561) (9 191 625} 5712 343
MSIG Funds 830 000 {724 794) {205 206) .
FMG - 1 600 000 {1 600 000)
Lotto Grant for sport facilities 600 000 {600 000) -
DR WH CRAIB TRUST 13015 13015
Ceployment of LED B7 418 (87 418) -
Fire and Disaster 472 Q00 (472 000)
Depart Sport: Library admin cest 2197 000 (2 197 00Q0)
EPWP - 1000000 (1000 000) -
ACIP Water conservation 312154 2754 352 {2 758 329) 308177
Nunu Mbona Consulting {LED) 150000 (150 000) -
Abafazi Rural Project (LED) 150000 150 00D
Resourcing Youth Centre {LED} 102 703 102 703
Craft Project (LED) 85213 (42 445) 52 768
1210 603 30 235 352 16 306 471) (6 9565 218) {12 755 160} © 330 006

The municipality receivad certain grant allocations during the ysar from various public entities (amounts disclosed above par
project / allecation) - these recelpts / grant allocations had to be utilised for the following main purpnses:

National Treasury (MIG, MSIG & FMG) : Municlpal systems Improvement and financial management projects.
ahd Munlcipal Infrastructure {MIG)

Sarah Baardman District municipality: Fire fighting and LED projects
Eastern Cape Depariment of Roads and Public Works: Labour Intenstve projects to promate Job creation for unemployed people
Department of Sport and Agriculture; Administration cost for Librarles

National Lottery funds: Sporting facilities
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2016 205
R R
{Restated)
19 Provisions
Reccnelilation of provisions - 2018
Opening Additlons Utllised during Total
Balance __thoyear
Environmental rehabilitation 21 6522 930 2007 872 - 23630 602
21 62=2 930 2 D07 672 - 23 630 602
R illatlon of provisk =-2015
Opening Additions  Utllised during Total ]
Balance __the year
Eswirenmental rehabilitation 19 726 362 1897 578 - 21 622 930
19725352 1897 676 - 21 622 930
SCh e
Prior period adjustmant
Balance praviously reporied 7952994
2015: Re-calculate landfill site provision cost becacse of the re-calculation on the Somerset East landfill site estimated usefull life and additional cost identified 1198 642
Earller than 2015; Re-calculate landfill site provision cost because of the re-calculation on the Somerset East landfill site estimated usefull life 12 470 294
and additional cost [dentified. 21 622 930
016 2015
Non-Current llabllity
Amartlzed cost 23 630 602 21 822 930
23 630 602 21 622 920

Environmental rehabilitation provislon
The above rehabilitation provision Includes the thre towns of Somerset East, Cookhouse and Pearston,

Alt [andfil sites financial Implications and valuations are determined in terms of Section 28 of the National Environmental Management Act,
Act no, 107 of 1988,

The effactiva date of el valuations was 30 June 2018 and was done and ceriiiad by Mr. S Nel, Profassicnal Engineer, from Bosch Munltech.

In Calculating the provision for rehabllitation, the following have been Included:
Direct contract costs
Ind'rect Professionel Fees
Indirect disbursaments
Escalation

No rehabilitation has taken place on Cockhouse or Pearstor landfill sites during the current year, while covering has partly taken place at Scmerset East landfill site.
Duse to the operating procedures, the operating area of Somerset Fast has increased from 3.2Ha tn 4.7Ha and Cockhouse has increased in size from 0.2Ha to about 0.5Ha
ovar twa years, while the size of the oparating area of Pearston has remalned consiant.

Monetary values for landfill sites et 30 June 2018: Coockhousa R 1304338
Faarston R3827 124
Somerset East R 18309 139
R 23 630 602
20 Payables from exchange transacions
Trade payablas 12992674 11913128
Payments received in advanced 339 644 396 446
Accrued leave pay 4831 608 4037343
Accrued 13th chegque 1641 725 1 568 206
Accrued performance borus 575 688 387 443
Employee cost In arears 98046
Retantlon on Capital Projects GET g42 1227185
Previous employees of Dev Agency 813 654 813 664
Deposlts received 126 627 98 914
21 B89 402 2_0 540 404
Prior perlod adjustment 20 0G3 8156
2015: Trade Payables - Water usage for May and June 2015 from Dept of water and Sanitation. Involces recelved late. 175 904
2015: Trade Payables - Software Licence fess payable to Bytes for June 2015 not taken into account a5 expense 30138
2015: Trade Payables - Soft usergroup development charges far 2014/15 share of costs - Involce received in Nov 2015 16 271
2015: Trade Payables - Legal Fees for various labour cases attended 1o in June 2015 - Invoice only recaived In September 2015 41 843
2015: Trade Payables - Member of Audit Committes Professional Services renderad not paid for June 2015 meeting 8016
2015: Trade Payables - Intemal audit fee from service provider for Juna 2015 - Involce only recelved in December 2015 102 818
2015: Employee cost In arears - Acting allowanca for Librarlan not pald for the period Ssptember 2014 to June 2015 62 286
201E: Trade payables - Incorect payabies in the records of BCDA - now written back (10 890)
2015: Previous employees of Dev Agency - Incorrect leave balances from Dev Agency employeses adjusted 24 p44d
Earlier than 2015: Trade Payabies - Incorrect salarles payable to employass in 2013/14 financial year, not payable to employees (8 739)
Earller than 2015: Backpay to Fire Officers on standby allowances and overtime due to back dated salary Increase - 2008 to 2013 35 760
Eanlier than 2015: Water tarff change for period July 2013 to Degember 2013 - additional charges from Dept water and sanitation 15671
Earlier than 2015; Payments recaived In advance - Billing credit balance of year 2007 written back, wrongly raised as instaiiment {1035}
20 540 404
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2016 2015
R R
{Restated)
21 Trade and other payables from non-exchange
Trade and other 254 717 142 547
22 VAT payable
VAT 2772 563 2174 198
Prior perled adjustment
Balance previously reporied 1791 569
2015: Trade Payables - Water usage for May and June 2015 frem Dept of water and Sanitation. Delayed billing. (21 602)
2015: Trade recsivables - Incomect electricity tarlff biled to consumer for 10 months 2188
2015: Trade Payables - Software Licence fees payabla to Bytes for June 2015 not taken into account as expense {3701)
2015: Trade Payables - Legal Fees for varius labour cases sttended ta in June 2015 - Invelce only recelved In Sept 2015 (5139)
2015: Trade Payables - Software usergroup development charges for 2014/15 share of costs - invoice received in Nov 2015 {1998)
2015: Trade Payables - Internal audit fee from serviee providar for June 2015 - inveice only received in December 2015 (12 827)
2015: Trade Payables - Member of Audlt Committea Prafessicnal Services rendered not paid for June 2015 meeting {739}
2015: Trade recelvables - Incomect water levies for Fishriver Schiol because of broken water plpes and theft {1 008}
2015: Finance leases: VAT Incommectly deducted from finance cests - Inveices of Fintech did not allocate correct VAT on capital poriion 13951
2015: Former BCDA coffice was not legally VAT registered and therefore could not ¢dgim VAT 414 741
Earlier than 2015: Trade Recelvables - Incorrect water lavies for Fishriver School because of broken water plpes and theft 1448
2174 196
VAT Is payable on the recelpis basis. VAT is claimed from and paid aver to SARS anly once payment Is made on a tax inveice
or paymert is racelved from debtors.
23 Consumer deposits
Electricity & water 2 462 971 2233 006
24 Financial liabilities by category
Tha ing policies for fi lal instruments have been applied 1o tha line items below:
Financlal
liabilities at Total
amortised cost
2016
Other financial liabilities (14 860 140) {14 8BO 140)
Finance lease (3421615) (3 4218615)
Trade and other payables from non-exchange 284717 (254 717)
Payables from exchange transactions (16 718 150} (16 718 150)
(35 254 622) (35 254 B22)
2018
Other financial liabilities (14243 013) (14243 013)
Finance lsase (4 487 610} (4 487 610)
Trade and cther payables from non-exchange (142 547) {142 547)

Payables from exchange transactions {16 1086 615} {18 106 615;
{34 979 785} {34 979 785
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2016 2015
R R
(Restated)}
25 Revenua
Praoperty rates 10097775 9054 676
Service charges 97 432 081 80 568 975
Rental of facllitles and equipment 62 666 45 405
Interest racelved (frading) 3152 852 3185 589
Interest received 1448 111 818 674
Income from agency services 675918 600 079
Fines 59 950 39 788
Licences and permits 745197 802 412
Govarnment grants and subsidles 7058871 72 544 675
Fees eamned 864125 439 202
Ganeral 834 911 608 812
Private Work 182 842 183 147
Gains on disposal of assets 81 645
Gain an Invasiment proparties fair valuation 26455817 4 405 896
Other income 733 647 1970 990
212 332 893 185 361 865
= .
Prior Period adjustment
Balance previously reported 185 209 578
2015: Falr value adjustment due to prior ta 2015 error on (nvestment properties classifications and properties excluded from fixed assels register 43792
Service charges: Incormect electricity tarlff billed for 10 months 1o 1 consumer 15 700
Service charges: Incommect water levies for Fishriver School because of broken water plpas and theft 7 205
185 381 BSE
e L Ll R Y
The amount Included In revenue arising from exchanges of goods cr services
aro as follows:
Servica charges 97 432 081 10 568 975
Rental of facilities & equipment 52 666 45 405
interest received - trading 3152852 3 185 588
Interest recaived 1446111 B19 974
income from agency services 675918 600 078
Licences and permits 745197 602 412
Fees eamed B64 125 439 202
General 834 911 608 812
Privata Work 182 942 183 147
Miscellansous other revanue 733 647 1.970 890
106 130 450 99 224 685
e —
The amount included In revene arising from no h tra tions Is as
follows:
Property rates 10097 775 9 054 976
Fines 5% 980 39788
Government grants & subsidies 70588771 72 544 B75
80 746 626 81 635 433

Coliectabllity of amounts

At the tima of Initial recognition of revenue It is Inappropriate to assume that tha collsctabliity of amounts owing by individual
retipients of goods and senvicas will not coour due to the fact that the municipality has an abligation to ceilect all revenue.

52




Blue Crane Route Municipality
Annual Financial Statements for the year ended 30 June 2016

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

2078 2015
R R
(R )
28 Property rates
Rates recelved
All properties 10 097 775 9 054 976
Valuations
Agricultural 3101 701 300 3111 416 800
Commercial 125481 150 148 489 050
Government 1394100 132 931 200
Residential 470 754 300 508 794 600
State 330 342 600 302 403 200
4 029 673 450 4 205 034 250
Valvations en land and buildings are performed every 4 years. The last general valuation came into effect on 1 July
2012.Interim veluations are processed on an annual basis to take Into account changes In indlvidual property values due to
alterations and subdivisions.
Rates are [evied on an annual basis with the final date for payment being 30 June 2016 (30 June 2015). Interest at prime plus
1% per annum {2015:prime plus 1% per annum), is (evied on rates outstanding cne month after due date.
A general rate of 0.00053 for agricultural propertles, 0.00847 for businass properties, 0.00723 for residential properties,
0.00145 for government Infrastructure properties and 9.01421 for government properties is applied to property valuations to
determing assessment rates (2015: 0.00048 - agricultural properties, 0.00770 - business propertles, 0.00857 - residential
properties, 0.01292 - govemment properties and 0.01450 for Government Infrastructure). Rebates of the first R15 000 on the value
of residential propertles and the first 30% on the value of government infrastrircture proparties are granted. (2015; R15 000 - residentlal
propertles and 30% government infrastructure).
27 Service charges
Sale of electricity 79372898 71 387 745
Sale of water 53599233 9 863 e41
Sewerage and sanltafion charges 3763919 4013287
Refusa remaval 4656817 5077 420
Other service charges 230213 206 B72
97 432 081 80 568 875
Electricity losses incured during the year - R11 088 B38 (24%) - 2015: R10 032 771 {24%)
Water losses Incurred during the year = RS 200 721 (50%), - 2015: R4 071 965 - (44%)
28 Investment revenue
Interest revenua
Interest 719 861
Bank 1445392 819 113
1446111 819 974
The ameount of R1 446 111 {2015: RB19 974) is included under revenue arising from exchange transactions
29 Govemment grants and subsidles
Equitable share 44 654 000 42 429 000
Government grant - MIG 15 289 657 15 891 000
Government grant - FMG 1 600 000 1 600 000
Provinclal and District Municlpallty grants 75817114 11 08O 430
Government grant - MSIG 930 000 934 000
Government grant - NER 524 667
National Lottery 600 00O
Natlonal Treasury - MFIP 18 000
Other 86 578
70 588 771 72 bdd 675
30 Other income
Insurance clalms 117 858 1165863
Blitong festival 342 508 614 764
Housing 108 667 85 082
Cashier surplusses 3021 7800
SDL Claims 121310 82 B40
Old consumer debt recovered 27 B35
Settlement discount §90
Sub-division/rezoning fees 13970 4 641
733 647 1 870 980
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31 Emplcyes related costs
Basic 45 807 898 40701 974
Bonus 2193682 2056 54
Medical aid - company contribut'ons 2 353 008 2098087
WIF 412 788 382 216
WCA 458 383 440 349
SDL 592 081 511252
Leave pay accrued 1176 139 809 579
Post-employment benefits - Pansicn - Defined contricution plan 497 504 3056 530
Travel, motor ¢car, dation, 5 grd other allc 2023814 1926002
Overtime payments 2 684 419 2610952
13th Cheques provision charge 1641725 7 568 206
Other allowances 27015628 1702678
Bargaining counall 27615 25005
Other contributions 2807 3078
Panslon contributions (employecs contrioutions) 71683 257 6 377 098
89 766 514 81 518 980
Prior Period ad|ustmant
Baiance as previously reported 61 456 675
QOther Allowances - Acting alkmwanca for Librarian not paid for the pericd September 2014 to June 2015 82 285
61 618 860
Remuneration of municipal managar
Annual Remuneration 919 878 T63NE
Car Allawance 120 000 120 000
Contributions to UIF, Medical and Pensien Funds 1872 1866
1041 750 588 281
Remuneration of chief finance officer B
Annual Remuneration 793 459 722 346
Car Allowance G0 000 60 000
Contributions to UIF, Medical and Pensicn Funds 1872 1866
Acting allowance (Municipal Manager) 8321
864 662 784 212
Remuneration of manager - cofporate sarvices
Annual Remuneration 733 459 662 346
Car Allowance 120000 120 000
Contributions to UIF, Medical and Pension Funds 1872 1666
8E5 331 784 212
—
Remuneration of manager - community services
Anrual Remuneratfon 719 393 594 116
Car Allowance 120000 120020
Contributions to UIF, Medcal and Pension Funds 1872 1 866
a41£ 721042
Remuneration of manager - infrastructure
Annual Remunarafion 701 119 583 528
Car Allowance 152 340 152 340
Contributions fo UIF, Msdical and Penslon Funds 1872 1868
056 331 737 734
32 Remuneration of counciliors
Mayor: NM Scott 730 632 653629
Chairperson: Corporate Services BA Manxoweni 295 423 279 882
Chairperson: Impac WH Greefl 295 423 279 882
Chairperson: Community Services M Nontyi 296 423 279 882
Chairperson: Technical Services NP Yantolo 295 423 270 882
Councillor KC Brown 234 807 222 897
Coundllor CFB DuPragz 234 80T 222 697
Counillor NG M[ikelo 234 807 222 687
Coundllor Z Funiselo 234 807 222 697
Counclllor MK Mall 234807 222 697
Coundllor RM Bradfield 234 807 222 687
In-kind benefits 3321 168 3149 338
The following Counglllors recetved benefits in-kind:
Councillor NG Miikelo 224 920
Chairperson: Technlcal Services NP Yantolo 25 850
3 571 836 3 149 339
e e
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33 Debt impaimment
Allowance for impairment 5310340 4247 783
Dabts written off 3084 507 3416 534
404 M_? 7 664 287
34 Finance costs
Trade and other payables 1311 952 255818
Finance leases 433 830 113 803
Interest cast - Landfill sites Mabillty 2007 672 1887 579
Interest cost - PRMA, liabllity 1701 268 1425 332
5 453 822 3 692 3:&
Interest expense Is calculated using the effective | rate.
Prior Period ad)ustment
Balance as previously reported 2476739
Landiill sites: Re-calgulata landfill site provision cost because of the re-calculation on the Somerset East iandflll slte estimated usefull life. 1199 642
Finance leases: VAT incomrectly deducted from finange costs - Invoices of Fintech did not allocate corract VAT on capital portion 13951
3692332
35 Bulk purchases
Electricity 66 874 450 56 788 986
Water 1122132 828 653
§7 996 5!_2 57 717 639
Prior Period adjustment
Balance as previously reported 57 5683 340
Water - Bulk purchases: Water for May and June 2015 from Dept of Watar and Sanitation. Invoice recelved late becausa of delayed billing 164 299
57 717 639
36 General expanees
Advertising 283991 399 692
Auditors remuneration 3817856 3063 097
Bank charges 155 967 352 554
Consulting and prefessional fees 2703403 3802 486
Consumables 280434 257 324
Donaticns 8120 5000
Entertalnment/Music Festival 968 727 856 712
Insurance 498 048 505 801
Conferencas and saminars 57462 50031
Rentals ad hoc 287 669 528 574
Refuse Bags 201 711 272624
Magazines, books and pariodicals 26 (92 31559
Fuel and oll 2 664 968 2704229
Printing and stationary 1025308 1014774
Protactiva clothing 264 684 216 401
Security {Guarding of munlclpal property) 1091485 1285 055
Telephone and fax 2742010 2 608 375
Transport and freight 1262 27 454
Training 91480 238 503
Title deed search fees 25773 35411
Tourism development 370 00O 351870
Licences 523 248 602 097
Stipends - ward committes 871 570 848 407
Agency services: Cacadu Dev Agency 720 OO 2783016
Obsolete/{surplus) stock 2415 9534
Conditional grant expenditure 2252 798 3859117
Cashiar shorlages/deficits 29 684
Chemicals 512122 614 629
Valuations expenses 78118 72985
Laboratory tests 52 707 66 693
Inter deparimental charges {124 407) {1260 165}
Other expenses 1862 481 873 338
24 210 B59 E_ﬁ 876 661
Prior Period adjustment
Balance as previously reported 26 797 099
Insurance - Insurance premium paid for 3 months In advance : July 2015 to September 2015 (93 323)
Licences - Scftware Licence fees payable to Bytes for June 2015 not taken into account as expense 26 437
Profossional Fees - Scftware usergroup development charges for 2014/15 share of costs - invoice received in Nov 2015 14 273
Professlonal Fees - Member of Audit Commitiee Prof 1 Services rendered not paid for June 2015 meeting 5280
Consulting and Professional Fees - Legal Fees for various labour cases atiended to in June 2015 - Involce only received in Sept 2016 36 704
Consulting and Professional Fees - Internal audit fee from service provider for June 2015 - Involoe only receivad in December 2015 S0 191
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36 Ganeral expenses (continuad}
Other axpenses
Ward comritiess 5870 4 162
Varlous speclal events 195393 238 704
Dig/re-connactlon fags 2 B0O 400
Levies-SALGA 897 272 532 559
Allen Vegetaticn 2208
Private Works. 12 102
Library Events 20 857
Membership Fees 8671
Preventlon cf epidemics 480 51
Fruitless, wastefull, unauthorised expenditure B15 028 941
Prodiba 88 M2 8B 285
Medlcal expenses 6762 1187
Awaraness campalgn 4 587 800
Cisaster assistance 3558 5349
1862 481 8§73 338
=
37 Auditors’ remuneration
Audlt Fees 3817 856 3 063 087
An amount of R24 785 (VAT Induded) and Included in the above audit fees was outstanding at 30 June 2016 for Blue Crane Route Municipality, but pald in August 2016,
38 Net cash flows from oparating activitlas
Surplusi{deficit) (4295 211) {13 875 271)
Adustments for:
Depreciatlen and amertisation 34 699 127 3377467
{Galn} / Loss on sala of assets and liabilities 322117 (91 945)
Grant ravenua with transfer of agsets {3071 261)
Gain on investment properties falr valuatlon (25455 917) {4 405 96)
Flnance costs (finance leases) 433830 99 852
Debt impairment 8 404 347 7 664 287
Movement In retirement benefit azsets and !lablitles 858 591 3327 028
Movements In provisions 2007672 1897 579
Changes In working capltal:
{Increase)/decrease In Inventorles 285 288 (236 348)
{Incr: W in other from exchange transactions 2130 325 1085229
{Increase)/decrease from other recalvabies from non-exchange transactions (1 637 893) 3060 663
(Increase)dacrease in consumer debtors (8 971 859) (10 832 516)
Iner f(d ) In payables from exchanga transactions 1348 998 (5411 123)
Increase/(decrease) In VAT payable 598 365 979 096
Increase/(decrease) in trade and other payabtes from non-exchange 112 168 {178 900)
Increase/{decrease) In unspent condltional grants and receipts 5128 503 {296 730)
Increasel(decrease) in consumer deposits. 224 965 241125
16 171 967 13 B30 338
L —
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40

Commitments
Authorisad capital expenditure
Already contracted for but not provided for

Infrastructure related projects 13 119697 3970 941
13 119 697 3 970 841

Prior Period adjustment

This committed expenditure relates to infraskcucture projects and will be financed by Gevernment Grants.
Operating leasas - as lessee (expense)

No operating leases were paid for in the 2016 financial year.

Oparating leases - as leggor (income)

Certain of the municipality’s property is held to generate rental inceme, No lease agreements are In place and tenants rent the
respactive properties on a month to month basis. Thera are no contingent rents recsivable.

Contingencies
Contingent llabllitles

Matter: Blue Crane Route Municipality vs A Afrikaner
During January 2008 a child was shocked by electricity wire in Pearston. After a payment was made in 2012, a further summons was Issued against
the Municipality in September 2015 clalming damages of R4 320 000. Also see Contingent assets for further detaits.

Matter: Blue Crane Route Municipality vs South Africa Local Authorltles Penslon Fund

During June 2016 the Munlelpality received a letter of demand in terms of which SALA Pension Fund is claiming an ameunt of R176 801.
The Municipality's attorays are of the view that this clalm has prescribed and that It fails to comply with the provisions of the Institution
of legal proceedings agalnst Certaln Organs of States Act, 40 of 2002.

Matter: Blue Crane Route Municipality vs Varicus Employees
The fallowing Labour matters Is still angoing :
I

1L Eurther anticlpated costs

Ms Sammy Dispute her remuneration R50 000 {For exception costs only)
This amount excludes the municipallty's
| Hendricks & other Re-amploymant in terms of Agreement R 60 000

This amount axtiudes the municipality's pessible obligation sheuld the elaimant be successful

Contingent assets

Matter: Blue Crana Route Munlcipality vs A Afrikaner
An Insurance claim was lodged for a public llability claim from the Municipality's Insurers and thelr legal section is turrantly investigate this clalm.
I the public llability ciaim is successful, @ maximum amount of R2 000 000 (Includes an excess of RS000) will be receivable from them.

Mattor: Blue Crane Route Mumicipality vs Autumn Star/Claassen
‘The matter is on gelng. The Municlpality's prospects of success remains strong and should be abfe to abtain an order for repayment
of approximataly R1 561 737 (Autumn Star) and R3 602 190 (Claassen). These matters are set down for 27 February 2017 and 1 August 2018 respectively.

Matter: Blue Crane Route Municipality vs Santam Insurance Limited

The decigion of Judge Roberson after the trial was in the Municipality's faviour and the amount of damages will ba declded at the following trial,
Ifthe defendant is prepared to settle on the actual amounts paid out by Council, the amount claimed will be R1 500 000,

The Municipality is curranity awaiting the Defendants decision on this matter.

Matter: Blua Crana Route Municlpality vs A Swanepoel
The Municipality appeal was successful, but Bill of costs has not been taxed yet. The total costs Mr Swanepoel must pay the Municlpality
could be mere than RS0 000.

Contingent movements from previous year (Delated from contingencles)

The following labour matters had been concluded
The Municipality vs PJ Dreyer

The Municipality vs C Simonse

The Municipality vs N Msezeni

The Municipality vs § Kambl

The Municipality v& M Majanie

Matter: Blue Crane Route Municipality vs Standard bank
The Municipality settled this matter in June 2016 by paying an amount of R150 000 to Standard bank.

Matter: Blue Crane Route Municipallty vs JP Barmard
This matter was settled with a total cost order of R25 839 on 22 October 2015.
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41 Related partles
Related party transactions
Grant pald
Blue Crane Development Agency 2 438 743
SARS (PAYE)
Blue Crane Development Agercy 346 273
GCantracts awarded to closa famlly members
Inkofeko Trading (Owner is husband of Councillor NP Yanitolo} 14 180
Ezlthathwini Pty Ltd (Cwner le sister of Counc!llor NP Yantalo) 8150
42 Prior pariod adjustments
During the preparation of the munlgipality's annual financial statements, a number of prior perlod errors (periods before 2015),
affacting various balances were noted. These errors were comected retrospectively.
The comrection of the eror{s) results in adjustments as follows:
Other ivables from exch tr 1l {Note 7} .
Earlier than 2015: Recsivable from Dept of Human settlsment incomectly shown as Non-exchange fransaction. Sheuld be from Exchange transactions 158 842
Other rocelvablas from non-exchange transactions {Note 8)
Earlier than 2015: Recelvable from Dept of Human ssttismant Incomectly shown as Nor-exchange transection. Should be from Exchange transactions {158 8421
Trade recelvables from exchange transactions (Note 9)
Earller than 2015: Water - Incomect water levies for 2013/14 fin year for Schoal because of broken water pipes {11794}
Investment Properties (Note 11)
Prior 1o 2015: Farms and other land not Included In the Investment propertles fixed assets register 18 040 225
Property, Plant and Equipment {Note 12)
Earlier than 2018: Adjust carrying velue of Infrastructure - National roads Incorrectly shown as Munidlpallty's assats (8478 713)
Earlier than 2015: Adjust Carrying valus of Land bacause of changes to the Land classifications and Natlonal roads incorracily shown as fixed assets. 1843 377
Earlter than 2015: Adjust Carrying value of Bulldings because of changes te the bullidngs cleasiflcations. 305 754
Earliar than 2015: Ad|ust Carrying value of Landfill site because of re-calculation cn the Somerset East Landfill site estimated usefull iifa. 8303 B85
1973 303
Previsions {(Note 19}
Earlier than 2015: Re-calculate landfill site provision cost because of the re-calculation on the Somerset East landfill site estimated usefull life. {12 470 294)
Payables from exchanga transactions (Note 20)
Earller than 2015: Trade Payables - Incorract salaries payabls to emplaysas in 201314 financlal year, not payable to employees 8738
Earller than 2015: Backpay to Fira Off:cars on standby allowances and overime dua o back datad salary Increasa - 2008 to 2013 {35 760)
Earller than 2015: Water tariff change for perlod July 2013 to December 2013 - additional charges frem Dept water and sanitation {1671)
Earliar than 2015:; Paymants racelvad In advancs - Billing credit belance of year 2007 written back, wrongly ralsed as a credit installment 1035
!27 557'
VAT Payable (Note 22)
Earlier than 2015: Trade Receivables - incorrecl water levies for Fishriver School because of broken water pipes and theft 1448
Accumulated surplus adjustments (Earlier than 2015)
Ctther raceivables from exchange transactlons (158 842)
Other receivables from non-exchange transactions 158 842
Trade receivables from exchange transactions 11794
Investment property {18 D40 225%
Proparty, Plant and Equipment (1 973 303)
Provisicns 12 470 294
Payables from exchange transsciions 27 657
Vat Payable (1 448)
u’ 505 331!
Prior period adjustments
Adjustments to Employee related costs (See Note 31} B2 285
Adjustment on General expenses (See Note 36) 79 562
Adjustment te Finance costs (Sea Note 34) 1213683
Adjustments to Bulk Purchases (Saa Nota 35) 154 298
Adjustment to Revenue (See Note 2£) (8 495}
Adjusiments to Depraciation {See Note 12) 543 531
Adustment to Ir 1t Propertles Fair valuatlon (See Note 11) {43 792)
Adjustment: Opening accumulatad surplus 2015 {See above detail) (7 505 331)
IS 504 348!
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43 Risk management

Financlal risk management
The municipality's activities expese it to a variety of financial risks: market risk (including currancy risk, fair value intarast rate
risk, cash flow !nterest rate sk and price risk), credit risk and liquldity risk.
The muricipality's overall isk management program focuses on tha unpredictabllity of finandial markets and seeks to minimise
potential adverse effects on the municipality's financial performance. .
Liquitiity risk
Prudent liquidity isk management Implies maintaining sufficient cash and marketable securities, the availability of funding
through an adequate amount of committed credit facilities and the ability to close out market positions. Due te the dynamic
nature of the underlying businesses, municipality treasury maintains fexIbfiity In funding by malntaining avallabllity under
committed credlt Ines.
The municipality’s risk to liquidity is a resuit of the funds available to cover future commitments, The municipality manages
liquidity risk through an ongoing review of future commitments and credit facilities.
Cash flow forecasts are prepared and adequats utillsed borrowing facillties are menliorad.
Interest rate risk
As the municipality has no significant interest-bearing assets, the municipality’s income and operating cash flows are
substantially indepandent of changes in market interest rates,
The municlpality's interest rate risk arlses from long-term borrawings. Borrowings issued at varlable rates expose the
municipality to cash fiow interest rate risk. Borrowings issued at fixed rates expose the municlpallty to fair value interest rate
risk.
Cash flow intarest rate risk
Financlal Instrument Currant Intarast Due In lazs Duelnoneto Dusintwoto Due Inthree to Due after four

rate than a year two years three years four years Vears
Other financial liabilitles 9.62% (3 496 523) (3180410) (3510271) (3857 176) (815 760)
Trade and other payables from non-exchange 10.50% {264 T1T)
Payables from exchange transactions 7% (12 982 674)
Finance lease obligation 9.55% {1133 396) (858 589) (941 354) (488 278)
Trade and Other recalvables from exchange 11.50% 19 986 853 - -
Other Ivables from non-exct 11.50% 5407 784 -
Cther financial assets 5.00% 3064 3253 3419 2983
Cash in current banking institutions 7.85% 12 661 028
Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The
municipality only depesits cash with major banks with high quality credit standing and limits exposure to any one counter-party.
Trade recaivables comprise a widespraad customer base. Managament evaluated credit risk relating to customers on an
ongolng basis. If customers are independenty rated, these ratings are used..
Financial assets exposed to credit risk at year end were as follows:
Financial instrument 2016 2015
Trade raceivables from exchange transactions 18 93% 998 17 785 907
Other receivables from non-exchange transactions 5407 784 422703
Other receivables from exchange transactions 1148 855 3309 113
Other financial assets 9655 12 749
Short term deposiis 12 661 028 10 231 410

The municipality holds deposits of R2 462 971 (2015: R2 238 006) from consumer debtors. No guarantees or callatera! was
provided to third partles.
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44 Golng toncern
The annual financlal statemants have been prepared on the basls of accounting pollcias applicable to a going concern, This
basis prasumes that funds will be avallable o finance future operations and that the realisation of assats and settiement of
l'abitities, contingent obligations and commitments will occur In the ordinary course of business.
45 Events after the reporting date
There are no events gfter reporiing date to report on.
46 Unauthorised expendiiure
Opening balance 16113708 13185381
Add: Unautheriged Expendture - current year 15800 433 1928 317
Less: Amounts recoverable/condored - -
30 914 141 16 113 708
s =
Unauthorised expenditura occurred due to Electricity purchases and dsbt impairments whieh was much more than budgeted.
interest on Landfill sike rehabilitation cost was alsc more than suspected.
47 Frultless and wasteful expenditure
Opening balance 17 544 16 553
Add: Fruitless and wasteful expenditure - curent year 815029 a1
Less: Amounts recovarabie/condonad - -
832 573 17 544
——
A raport must atill be submitted to Councll that will Indlcate any posaible disclplinary steps that will be taken and if it is recoverable.
48 Imegular expenditure
Opening balance 91881 6829 52 558 608
Add: Imegular Expenditure - current year 12216 146 38323321
Less: Amounts recoverable/condoned or written off by Council (19 150 688)
Less: Amounts not recoverable (condoned) - -
84 847 378 91 881 Sﬁ
Detalls of irregular eXpsnditure - current year
Disclplinary steps taken/criminal proceedings: None
Supply Chain Management regutations not adhered to £4 947 379
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49 Reconclllation betwsen budget and statement of financlal performance
Actual amounts | Actual amounts] Difference Comment
as per Budget as per State-
ment of Financial
Classification Basis Performance
Revenug
Proparty rates 10 098 465 10 097 775 690 | Budget Includes Municipal chargea
Service Charges 102 056 546 97 432 081 4 624 465
Service Charges: Electricity 83771205 79372 899 4 398 306 | Budgelincludes Municipal chargas.
Service Charges: Water 9529614 9399233 130 381 | Budgetinciudes Munkipsl cherges
Service Charges: Sanitation 3805083 3763919 41 134 | Budget includes Munkcipal charges
Service Charges: Refuse 4 711 462 4656 818 54 644 | Budget includes Municipal charges
Sarvige Charges: Cemsteries 51018 51018 -
Service Charges: Disfre-connection fees 118 054 118 054 -
Service Charges: Pound Fees 70 140 70 140 -
Other Incomelown Revenue 28 073 800 2 615 625 25 458 275
Fees sarned 864 125 864 125 -
General 834 911 834 911 -
Private Work 182 942 182 942 -
Gain on Investment properties falr valuation 26455917 25 455 917 | Shown aeperatly in Financial Performance
Other Incoms 736 005 733647 2 358 | Bu¢gel includes Municipal charges
Gain on Investment propertles falr valuation - 25 455 917 25 455 91
Galn on investiment propertlas falr valuation - 25455917 | (25 455 817)] Incuded Tn Other awn revenus In Budget
Comment
Expenditure
Classification Basls
Employee Related costs 69 158 129 62 756 B1i 598 685
Skils Development Levy: Councillors 33 096 133 U96)] inciuded under Remun of Goun. In budgst
Travelling and subsistance 565 589 (665 588)] Inchxied under Remun of Coung, In budget
Other employee related costs 89 158 129 69 158 12¢ -
Remuneration of Counclliors 3 979 851 3 571 936 407 916
Skills Development Levy: Counclllors 33096 32 096 | meiuded under Employee Related Caata
Travelling and subsistance 625 589 @0 000 565 589 | Included under Employae Related Costs
Benefits-in kind 190770 {190 770)| Included under Cther expsndiiura in budget
Cther remuneration of Councillors 3321 166 3321 1686 -
Collection Costs - 11 990 {11 990} Inchuied under Other expandilure in budget
Repalrs and Maintenance - 3542331 {3 542 331)| Includad under Other expenditura In budgst
Transfers and Grants 1 090 000 - 1080 000
Transfers to Cacadu Development Agency 720 000 720000 | moluded under Gensral Expsnses
Transfers 1o Tourism 370 000 370 00O | included wndar General Expensas
General/Qther Expenses 30 151 082 24 210 859 5 940 423
Departemental charges {Electricity) 4 398 306 4 398 306 | Budget noludes Mun dapt charges
Departemantal charges (Water) 130 381 130 381 | Budget includes Mun dept charges
Departemerital charges (Sewerage) 41 134 41 134 | Budgel inchitiea Mun depl charges
Departemental charges (Refuse) 54844 54 644 | Budgal Inoludes Wun dept charges
Departemental charges (Rates) 6550 690 | Budget Includes Mun dept chargea
Departamental charges (Housing rantals) 2358 2 358 | Budget Includea Munkcipel charges
Collection Costs 11990 11 990 | Shown sepersily In Financial Performance
Repairs and maintenance 3542331 3542 331 | Shown ssperally in Financial Performance
Transfers and Grants 1 090 000 (% 090 000} Shown seperally in budgel
Actuarial Gain (1342 181) (1 342 181}] Shown seperatly in Financial Performance
Councillors benefits-in kind 180 770 180 770 || Budget Includes Councilors benefila-in kind
Oter/General expenses 23120659 23 120 659 -
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50 Additional diselesure Interms of Munlcipal Firmnce M t Act
PAYE and UIF
SARS deductions 8454 907 981022
Amount pald over (8450 072) (6 981 831)
4 ais [
The outstanding amount of R4 835 for Income Tax was paid to SARS in July 2016.
Penslon and Medical Aid Deductions
Current year deductions 13936 207 42 530 850
Amount pald - current year (13 936 207) {12 530 950}
Councillors’ arrear consumar accounts
No arrears owed by Counclllors to the Munlcipality for rates er services were oustanding for more than 90 days during the year,
Organised Local Government (SALGA)
Contribution for the year 697 272 532 558
No contributions ware cutstanding at year end.
81 Actual versus Budget: Explanation of material varlances greater than 10% versus budgst
Final Budget Actual
2016 2016 Variance Variance Explanation
Revenuwe R R R %
Interest samed - extemal investments 1000 750 1446 111 445 381 45% Additional funding was recalved for
MIG projects
Interest earned - autstanding debtors 2722 650 3152 BA2 430 202 16% Interest was more than
suspested - conservative eppreach
Rental of facllitias and aquipment 75 000 82 866 (12 334) -16% Budget was incormrect - mcome was
always |ess than R50 000
Traffic fines 70 000 59980 {10020} -14% Traficfines not reaiised as
suspected
Licences and permits 831 790 745187 113407 18% Licences revenue was suspecied
to decrsase - office close for period
Gain on disposal of PPE 103 500 {103 500) ~100% No Auctlon held during the veer as
plannad
Other revenue 6385460 28 073 800 21680 410 340% Increase in Galn on Investmant
propertles FV dus to pricr period emror
Expendlture
Debt impairment 6335 000 8 404 847 2 069 847 33% Debt Impairment was more
than suspected
Bulk purchases 59932 210 67 996 582 8084 372 13% Elect purchases Increase more
than budget - should be investigated
Finance charges 4265010 5453 822 1188 812 28% Interest on landflll shtes much more
due to prior perlod error in provisicn
Loss on dispasal of asscts 322 177 32177 160% Loss of assets disposals not

foraseen In budgst
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Blue Crane Route Municipality
Annual Financial Statements for the year ended 30 June 2016

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

2016 2015
R R
{Restated)
52 Final budget versus original get: Explanation of ial varlances g than 10%
Final Budget Original Budget
2016 2016 Variance Variance Explanation
Revenue R R R %
Service charges 100 100 270 111 599 950 {11 49% 680) =10% Indigent support daducted
from revenue in final budget
Interest earned - external investments 1000 750 1200 750 {200 O0D) -17% Surplus cash was suspected
to decrease
Rental of facilities and equipment 75000 50000 25000 50% Incomect arginal budget
Licences and permits 631 790 793 000 (181210} -20% Traffic office was closed for period
Cther own revenue 6385 490 2 793 980 3591510 128% Gain on thvestment properties
not Included in origingl budget
Expanditura
Ciher Expanditure 20 537 840.00 40 189 980.00 {10 652 140) ~27% Indigent support deducted
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