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HLEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
STATEMENT OF FINANCIAL POSITION

ASSETS

Current Assets

Cash and cash equivalents

Trade and other receivables from exchange trans:
Trade and other receivables from non exchange ti
Inventories

Total current assets

Non-current assets

Nona-current receivables

Leng term Investments

Other non-current financial assets
Properly, plant and equipment
Intangible assets

Heritage Assets

Biological assets

Total non-current assets

Total assets

LIABILITIES

Current liabilities

Trade and other payables from exchange transact
Trade and other payables from non - exchange tre
Current portion of borrowings

Current portion of finance lease liability

Current portion of employee benefits

Total current current {iabilities

Non-current lfabilities
Non-current borrowings
Non-current finance lease liability

Empleyee benefits
Total non-current liabilities

Total liabilities
Net assets

NET ASSETS
Accumulated surplus

Total net assets

Note

or BN W

10
12
11
13

14
i5
i6
i7
38

16
17
38

As at 30 June 2016

GROUP IDM GROUP IDM
2016 2016 2015 2015
R R R
36 142 917 35 916 287 36718 014 31863096
111 885 509 106 447 234 141 568 215 136 535 915
147 005 337 147 005 337 74 186 007 74 186 007
10 608 260 10 609 260 14 941 091 14 941 091
305 643 024 299 978 118 267 413 326 257 526 108
35314 35314 - -
24 419 710 24 419710 22 982 423 22 982 423
- 100 - 100
1985 229 506 1962 775 646 1 659 386 468 1533 050 758
5 375 697 5371579 4 587 384.11 4 578 024
205 578 205 578 205 578 205 578
1174 400 2774 800 -
2 016 440 205 1992 8§07 927 1 589 936 650 1 560 817 883

2322083 228

2 292 786 046

1 857 349 576

1818 343 982

348 512 501 344 §72 698 270 529 302 266 886 973
10 171 467 4487 482 19 236 850 g 767 521
6 652 583 6 652 583 1 516 041 1 516 D41
15 463 776 15 463 776 8 425 370 8 426 370
1014 311 1014 311 801 472 801 472
381 814 728 372 530 850 300 510 035 287 398 377
77 958 904 77 958 504 89 866 402 89 866 402
7 980 147 7 980 147 23776 357 23 776 357

6 962 850 6 952 850 6 470 255 6 470 155
92 901 901 92 901 901 120 113 014 120 112 914
474 716 629 465 492 751 420 623 048 407 511 290

1 847 366 599

1827 293 294

1436 726 928

1410832701

1 847 366 599

1827 293 204

1436 726 928

1410 832 701

1 847 366 599

1827 293 294

1436 726 928

1410832701




ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
STATEMENT OF FINANCIAL PERFORMANCE

As at 30 June 2016

Revenue from exchange transactions
Service charges

Rental of facilities and equipment
Interest earned - external investments
Interest earmned - outstanding receivables
QOther income

Revenue from non exchange transactions
Govermnment grants and subsidies

Total revenue

Expenses

Employee related costs
Remuneration of counciliors
Bad debts

Directors’ attendance fees
Depreciation, impairment and amortisation ex
Repairs and maintenance
Finance cosis

Bulk purchases

Contracted services

Grant Expenses

General expenses

Total expenses

Gain / (loss) on sale of assets
Forex gain/(loss)

Note

18
19
20
21
23

22

24
25

25
26

27
28
28
30
31

GROUP IDM GROUP IBM
2016 2016 2015 2015
R R
195 936 938 178 581 266 182 775 584 170 238 980
145147 918 145 147 918 145 600 897 145 000 897
14221 14 221 17 756 17 756
4 936 681 4768 538 3676614 3614 065
18 195 506 18 195 506 14 303 406 14 393 406
27 642 612 10 455 083 19 686 911 7 212 856
908 870 302 902 930 856 713 737 745 712 659 888
908 870 302 | an2 930 856 713737 745 | 712 659 888 |
1104 807 239 1081512 122 896 513 329 882 595 868
171 705 244 162 315 862 161 903 153 153 413213
9713 898 9713 898 8 589 586 8 589 586
97 678 134 97 678 134 40 409 419 40 409 419
555 156 - 478 957 .
73 493 635 69 630 117 {136 135 500) (137 521 017)
61 565 669 61 420 969 52 834 449 52 721 282
B 447 809 8 447 809 11 246 933 11 246 933
62 752 475 62 752 475 74 440 680 74 440 680
69 857 428 69 840 204 66 846 022 66 716 671.04
32 584 355 28 879 681 65 408 449 34 217 638
92 419 285 59 453 542 91 286 524 89 921612
680 773 088 660 182 693 437 308 672 394 156 017
(1127 527) {1 127 527) 15 392 15 392
(422 371) (422 371) (6 245) {6 245)
422 484 254 418 779 531 459 213 805 488 751 999




ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
STATEMENT OF CHANGES IN NET ASSETS

As at 30 June 2016

GROUP IDM Accumulated

Accumulated :

Surplusi{Deficit) Surpli_.lrsit(l)[eﬁc:t)

and Total ota

Note R

Balance at 30 June 2014 986 259 552 962 549 849
Prior year adjustments - as per 2015 32 -445 899 (445 899)
Prior year adjustments 32 {40 023 244) (40 023 244)
Restated balance 845 790 408 922 080 705
Net gains and losses not recognised in the statement of financi 756 480.00 -
Other items -
Other items -
Transfers to / from accumulated surplusi{deficit) 853 283 -
Surplus [ {deficit) for the period 489 326 758 488 751 999

Balance at 30 June 2015

1436 726 830

1410 832 704

Correction of prior period error 32 (6 252 700) {3 318 943)
Restated balance 1430 474 229 1407 513 762
Net gains and losses not recognised in the statement of financ: {1600 400)
Transfers {o / from accumulated surplus/{deficit) (3 601 483)
Surplus / (deficit) for the period 422 484 254 419779 531

Balance at 30 June 2016

1 847 366 600

1827 293 294




ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
CASH FLOW STATEMENT

As at 30 June 2016
GROUP DM GROUP DM
Note 2016 2016 2015 2015
R R R R

Receipts 945 518 717 917 600 154 736 915707 734 085 707

Sales of goods and services 91 763 620 90743 417 95232752 95232752

Grants 853 755 097 §26 8536 736 641 682 954 638 852 954
Payments (335 231 800) {302 444 338) (374 155 008) (414 718 726)

Employee costs 180610103 170 665 565 169 03¢ 339 159 935 004

Suppliers 154 621 688 131778772 205115669 254 783722
CASH GENERATED FROM OPERATIONS 33 610 286 917 615 155 816 362 760 698 319 366 981

Interest received 4936 681 4 768 538 3676614 3614 065

Interest paid (8 447 809) (8 447 809) (11 246 933} {11 246 933)
Net cash flows from operating activities 606 775 789 611 476 545 355190 380 311 734 113
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of fixed assets (PPE) (581 679 217) (581 751 685) (353 401 119) (312 581 331)
Proceeds from sale of fixed assets 910 864 910 864 265 000 265 000
Increase in investments (1437 287) {1437 287) (1433 360) (1433 360)
Purchase of intangibies {2433 870) (2433 870) (281 156) {281 158)
Decreasef{Increase) in Loans and receivables “ - -
Net cash flows from investing activities {584 639 510) (584 711 978) (354 850 635) {314 030 847)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of barrowings (6 770 955) {6 770 955) {1 582 325) (1 582 325)
Repayment of finance lease liability (15 840 421) (15940 421} {8 096 224) (9 096 224)
Net cash flows from financing activities {22711 377} {22711 377) {10 678 549) {10 678 549)
Net increase / (decrease)} in net cash and cash equivalents (575 098) 4 053 191 (10 338 804) {12 975 284)
Net cash and cash equivalents at beginning of period 36 718 014 31863 096 47 056 818 44 838 379

Net cash and cash equivalents at end of period 34 36 142 9186 35 916 287 36 718 014 31 863 095
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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
As at 30 June 2016

1 BASIS OF PREPARATION

1.1 STATEMENT OF COMPLIANCE

These annual financial statements have been prepared in accordance with the effective South African Standards of Generally Recognised
Accounting Practice (GRAP), as approved by the Minister of Finance, including any interpretations and directives issued by the Accounting
Standards Board in accordance with Section 122{3) of the Municipal Finance Management Act, (Act Nc 56 of 2003).

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

1.2 BASIS OF MEASUREMENT

The annual financial statements have been prepared on the accrual basis except for the following material item in the statement of financial position:

the defined benefit liability is recognised as the net total of the plan assets, plus unrecognised past service cost and unrecognised actuarial iosses,
less unrecognised actuarial gains and the present value of the defined benefit obligation.

Accounting policies for material transactions, events or conditions not covered by the Standards of GRAP have been developed in accordance with
paragraphs 7,11 and 12 of GRAP 3 Accounting palicies, changes in accounfing estimates and errors. These accouniing policies and the applicable
disclosures have been based on International Public Secier Accounting Standards (IPSAS) and the South African Statements of Generally Accepted
Accounting Practice (SA GAAPY), including any interpretations of such statements issued by the Accounting Practices Board.

1.3 FUNCTIONAL AND PRESENTATION CURRENCY

These annual financial statements are presented in South African Rand, which is the functional currency of the municipality. All financiat information
has been rounded to the nearest Rand,

1.4 OFFSETTING

Financial assets and liabilities are set off and the net amount presented in the statement of financial position when, and enly when, the municipality
hias a legal right 1o set off the amounts and intends either to settle on a net basis or to realise the asset and settle the liability simultaneously.

Revenue and expenses have not been offset except when ofisetting is required or permitted by a standard of GRAP.

1.5 GOING CONCERN ASSUMPTION

These annual financial statements have been prepared on the assumption that the municipality will continue fo operate as a going cencern for at
least the next 12 months.

1.6 USE OF ESTIMATES AND JUDGEMENTS
The preparation of financial statements in conformity with GRAP reguires management to make judgements, estimates and assumptions that affect
the application of policies and reported amounis assets and liabilities, income and expenses. The estimales and associaled assumptions are based
on historical experience and various other factors that are believed to be reasonable under the circumstances, the results of which form the basis of
making the judgements about carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from
these estimates.
The estimates and underlying assumptions are reviewed on an on going basis. Revisions to accounting estimates are recognised in the period in

which the estimate is revised if the revision affects only that period, or in the period of the revision and future pericds if the revision affects both
current and future.

1.7 COMPARATIVE INFORMATION

When the presentation or classification of items in the annual financial statements is amended, prior period comparative amounts are restated. The
nature and reason for the reclassification is disclosed. Where accounting errors have been identified in the current year, the correction is made
refrospectively as far as is practicable, and the prior year comparatives are restated accordingly. Where there has been a change in accounting
policy in the current year, the adjustment is made retrospectively as far as is practicable, and the prior year comparatives are restated accordingly.
The municipality shall present a comparison of budget and actuat amounts as additional budget columns in the primary financial statements only
where the financial statements and the hudget are prepared on a comparable basis. All comparisons of budget and actual amounts shall be
presented on a comparable basis to the budget. The municipaiity shall explain in notes to the financial statements the budgetary basis and
classification basis adopted in the approved budget {refer note 1.10}.

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

The following GRAP standards have been issued but are not yet effective and have not been early adopted by the municipality. Application
of all of the GRAP standards noted below will be effective from a date to be announced by the Minister of Finance. The effective dates are
currently unknown.

GRAP 105 Transfer of Functions Between Entities Under Common Contro! - Effective 1 April 2015
GRAP 106 Transfer of Functions Between Entities Not Under Common Control - issued Effective 1 April 2015
GRAP 107 Mergers - issued Novemnber effective 1 April 2615

GRAP 25 Employee Benefits - effective 01 April 2013 13



The impact of the application of these standards on the municipality’s annual financial statements is as follows:
GRAP 106 - Full Compliance is not reguired with GRAP 107, entities should formulate an accounting policy for any mergers concluded. The
GRAP 106 - Full Compliance is not required with GRAP 107, entities should formulate an accounting policy for any mergers concluded. The

GRAP 107 - Full Compliance is not required with GRAP 107, entities should formulate an accounting policy for any mergers concluded. The

1.9 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED AND EFFECTIVE

The following GRAP standards have been issued and are effective and have heen adopted by the municipality.

GRAP 25 Employee Benefits - effective 01 April 2013

The impact of the application of these standards on the municipality’s annual! financial statements is as follows:

GRAP 25 - Requirements of GRAP 25 are similar to the requiremenis of |AS 19 Employee Benefits applied by the municipality during the 2012/13
financial year except for the fact that GRAP 25 requires aciuarial gains and losses to be recognised in full in the year that they cccur and past service
costs to be recognised as an expense in the reporting period in which the plan is amended. No material impact is expected from these changes

1.10 PRESENTATION OF BUDGET INFORMATION iN THE FINANCIAL STATEMENTS

The budget is mainly approved on a cash basis by functional classification. The approved budget covers the period from 1 July 2012 to 30 June
2013. The budget and accounting bases for some voles differ. The financial statements are prepared on the accrual basis using a classification on
the nature of expenses in the statement of financial performance. The financial statements differ from the budget, which is approved on the cash
basis. The amounts in the financial statements were recast from the accrual basis to the cash basis and reclassified by functional classification to be
on the same basis as the final approved budget. The amounts of these adjustments are identified in note 41. A reconciliation between the actual
amounts on a comparable basis as presented in the statement of comparison of budget and actual amounts and the actual amounts in the cash flow
statement for the period ended 30 June 2013 is presented in note 41, The financial statements and budget documents are prepared for the same
period. There is a basis difference: the budget is mainly prepared on a cash basis and the financial statements on the accrual basis. The
reconciliation as required by GRAP 24 is also shown in note 41. The statement of comparison of budget and actuai amounts is disclosed as a
statement in the annual financial staterments.

Differences between budget and actual amounts are regarded as material when a more than 10% variance exists.

All material differences are explained in the notes to the annual financial staterments.

2 SIGNIFICANT ACCOUNTING POLICIES
The following significant accounting policies had been applied consistently during the current and previous reporting period, as set out in note 1.2

2.1 PROPERTY, PLANT AND EQUIPMENT

211

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 year. items of property, plant
and equipment are initially recognised as assets on acquisition date and are initially recorded at cost. The cost of an item of property, plant and
equipment is the purchase price and other costs atiributable to bring the asset to the location and condition necessary for it to be capable of
operating in the manner intended by the municipality. Trade discounts and rebates are deducted in arriving at the cost. The cost also includes the
necessary costs of dismantling and removing the asset and restoring the site on which it is located.

When significant companents of an item of property, plant and equipment have different useful lives, they are accounted for as separate items (major
compenents) of property, plant and equipment.

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

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

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

SUBEQUENT MEASUREMENT - COST MODEL

Subseguent to initial recognition, items of property, plant and equipment are measured at cost less accumatlated depreciation and impairment losses.
l.and is not depreciated as it is deemed to have an indefinite useful life,

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

12



213

DEPRECIATION AND IMPAIRMENT

Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated useful lives of the assets. Components of
assets that are significant in relation to the whole asset and that have different useful lives are depreciated separately.

Depreciation commences when an asset is available for use and ceases at the earlier of the date that the asset is derecognised or classified as held
for sale in accordance with GRAP 100 Non-current assets held for sale and discontinued operations. A non-current asset or disposal group is not
depreciated while it is classified as held for sale.

Infrastructure Years Other Years
Water 10 - 60 Machinery and equipment 3-20
Sewerage 10-60 Furniture and equipment 3-50
Other 10 - 50 Motor vehicles 4-20

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

The municipality tests for impairment where there is an indication that 2n asset may be impaired. An assessment of whether there is an indication of
possibie 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 foss is charged to the Statement of Financial Performance - refer to note 19 for further information on impairment of
assets.

DERECOGNITION
ltems of Property, plant and equipment are derecognised when the asset is disposed of or when there are no furither economic benefits or service

potential expected from the use of the asset. The gain or loss arising on the disposal or retirement of an ifem of property, plant and equipment is
determined as the difference between the sales proceeds and the carrying value and is recegnised in the Statement of Financial Performance.

LEASED ASSETS

Leases in terms of which the municipality assumes substantially all the risks and rewards of ownership are ciassified as finance leases. Other jeases
are classified as operating leases. Upon initial recogniticn of assets leased under finance leases, the leased asset is measured at an amount equal to
the lower of its fair valie and the present value of the minimum lease payments. Subsequent to initial recognition, the asset is accounted for in
accordance with the accounting policy applicable to that asset.

3 INTANGIBLE ASSETS

341

3.2

3.3

INITIAL RECOGNITION

An intangible asset is an idenfifiable non-monetary asset without physical substance. Examples include computer software, licences, and
development costs. The municipalily recognises an intangible asset in its Stalement of Financial Position only when it is probable that the expected
future economic benefits or service potential that are attributable to the asset will flow to the municipality and the cost or fair value of the asset can be
measured reliably.

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

* {he municipality intends to complete the intangible asset for use or sale;

» it is technically feasible to complete the intangible asset;

» the municipality has the resources to complete the project; and

« it is probable that the municipality will receive future economic benefits or service potential.

Intangibie assets are initially recognised at cost.

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

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

SUBEQUENT MEASUREMENT - COST MODEL

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

AMORTISATION AND IMPAIRMENT

Amortisation is charged so as to write off the cost or valuation of infangible 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 and websites 2-5Years

The municipality tests inlangible 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 done at each reporting date - refer to note 19 for further information on
impairment of assets. 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.

13
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3.4 DERECOGNITION

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

HERITAGE ASSETS

4.1 INITIAL RECOGNITION AND MEASUREMENT

Heritage assets are assets that are normally held indedinitely for their unique cultural, environmental, historical, natural, scientific, technological or
artistic significance for the benefit of future generations.

Cerlain heritage assets are described as inalienable items thus assets which are retained indefinifely and cannot be disposed of without consent as
required by law or ctherwise.

4.2 SUBSEQUENT MEASUREMENT - COST MODEL
After recognition as an asset, a class of heritage assets are carried at its cost less any accumulated impairment losses.

4.3 DEPRECIATION & IMPAIREMENT

Heritage assets are not depreciated. The municipality assesses at each reporting date whether there is any indication that a heritage asset may be
impaired - refer to note 18 for further information on impairment of assets.
In assessing whether there is an indication that an asset may be impaired, the municipality considers, as a minimum, the following indications:

4.3.1 External sources of information
{a} During the period, a heritage asset’'s market value has declined significantly more than would be expected as a result of the passage of time or
normaj use.
{b} The absence of an active market for a revalued heritage asset.

432 Internal sources of information

(a) Evidence Is available of physical damage or deterioration of a heritage asset.
(b) A decision to halt the construction of the heritage asset before it is compiete or in a usable form.

4.4 DERECOGNITION

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

INVENTORIES

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

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

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

The carrying amount of inveniories is recognised as an expense in the pericd that the inventory was soid, distributed, written off or consumed, unless
that cost gualifies for capitalisation to the cost of another asset.
The basis of allocating cost to inventory items is the weighted average method.

5.3 WATER INVENTORY
Water inventory represents water housed in reservoirs within the municipal area and is measured at the lower of cost, which is deemed to be fair
value, and net realisable value. In the absence of a market that trades in water outside of local government, the fair value utilised to quantify water

inventory is based on the unit reference value. The unit reference value is a determined by a formula that is utilised in the engineering depariment to
calculate the development cost of new water resources.

INVESTMENTS IN CONTROLLED ENTITIES
in the municipality's separate annual financial statements, investments in controlled entities are measured at cost.

7 FINANCIAL INSTRUMENTS

7.1 INITIAL RECOGNITION

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

A financiat liability is any liability that is a contractual obligation to:

deliver cash or another financial asset to ancther entity: or
exchange financial assets or financial liabifities with another entity under conditions that are potentially unfavourable to the entity.

Financial instruments are initially recognised when the municipality becomes a party to the contractual provisions. Financial assets are recognised
using trade dale accounting
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7.2 INITIAL MEASUREMENT
Financial instruments are initially measured at fair value and plus transaction costs for financial instruments at amorlised cost or cost, Fair value is
ustally the transaction cost at the date of recognition. For financial instruments at amortised cost, if the transaction cost is not market related i.e. no
interest is charged for deferred payments or when the account is overdue, or interest charged is at below- market related rate: the municipality
determines the fair vatue. The fair value is the present value of the expected future cash flows, without {aking into account any fulure losses or the
possibility of default, discounted using a market related interest rate, adjusted for credit risk over the expected life of the financial instrument. For
financial instruments at fair value, the fair value is determined based on quoted prices in an active market. If there is no active matket, it is
determined using valuation techniques. For financial instruments at cost, the financial instrument is only measured at cost if the fair value can not be
measured reliably. Where a financial instrument contains both a liability and a residual interest component, the municipality allocates the instrument
into its component parts. The municipality recognises the liability al its fair value and recognises the residual interest as the difference between the
carrying amount of the instrument and the fair value of the liability component. Na gain or loss is recegnised by separating the instrument into its

7.3 SUBSEQUENT MEASUREMENT
Financial assets and liabilities are subsequently measured either af fair value, or amortised cost or cost using the following categories:
{a} Financial instruments at fair value
{b} Financial instruments at amortised cost
{c} Financial instruments at cost

7.3.1 FINANCIAL INSTRUMENTS AT FAIR VALUE
Financial instruments at fair value comprise financial assets or financial iabilities that are derivatives , combined instruments that are designated at
fair value, instruments held for trading , financial instruments that do not meet the definition of financial instruments at amortised cost or financial
instruments at cast and non derivative financial assets or financial liabilities with fixed or determinable payments that are designated at fair value at
initial recognition. Financial instrument at fair value are subsequently measured at fair value with changes in fair value recognised in surplus or
deficit.

7.3.2 FINANCIAL INSTRUMENTS AT AMORTISED COST
Financial instruments at amortised cost , are non-derivative financial assets or financial liabilities that have fixed or determinable payments ,
excluding those the municipality designates at fair value at initial recognition or are held for frading. Financial instruments at amortised cost are
subsequently measured at amortised cost using effective interest rate method. The effective interest rate is the rate that exactly discounts the
estimated cash flows associated with the financial instrument through the expected life of the instrument (or in some cases a shorier period) to the
net carrying amaount at initial recognition. Financial assets are subject to annual impairment review, Refer to note 7.6 for details on impairment and
uncollectability of financial assets.

7.3.3 FINANCIAL INSTRUMENTS AT COST
Financial instruments at cost are investments in residual interests that do not have a quoted market price in an active market, and whose fair value
cannot be reliably measured. Financial instruments at cost are subsequently measured at cast if the fair value cannot be reliably determined.
Financial asseis are subject to annuat impairment review. Refer to note 7.6 for details on impairment and uncollectability of financial assets.

7.4 RECLASSIFICATIONS

The municipality does not reclassify a financial instrument when it is issued or held , except for a combined instrument that Is required $o be
measured &t fair value or an investment in residual interest subject to cerfain requirements.

7.5 GAINS AND LOSSES
Gains and losses on fair value measurements ,reclassifications , impairment , derecognition are recognised in surpius or deficit.

7.6 IMPAIRMENT AND UNCOLLECTAEILITY OF FINANCIAL ASSETS

Financial assets are subject to annual impairment review as foliows:

7.6.1 FINANCIAL ASSETS AT AMORTISED COST

For financial assets at amortised cost; the municipality assesses whether there is any objective evidence that a financial asset or group of financial
assets is impaired. If there is objective evidence that an impairment loss on a financial asset has been incurred, the loss is recognised in surplus or
deficit. The municipality assesses financial assets individually, when assets are individually significant, and individually or collectively for financial
assetls that are not individually significant. Where no abjective evidence of impairment exists for an individually assessed asset, {whether individuatly
significant or not}, an entity includes the assets in a group of financial assets with similar credit risk characteristics and collectively assess them for
impairment. The impairment loss Is the difference between the carrying amount and the present value of estimated future cash flows discounted at
the criginal effective interest rate. The impairment loss is recognised in surplus or deficit by reducing the carrying amount either directly or through
the use of an aliowance account. If, in a period after an impairment loss has been recognised, events occur or circumstances change that indicate
that the impairment loss recognised in a previous period shouid be reversed, the municipality reverses the impairment loss previously recognised
either directly or by adjusting an allowance account.

7.6.2 FINANCIAL ASSETS AT COST
For financial assets at cost; the municipality assesses whether there is any cbjective evidence that a financial asset is impaired. If there is objective
evidence that an impairment ioss on a financial asset has been incurred, the loss is recognised in surplus or deficit. The impairment loss is the
difference between the carrying amount and the present value of estimated future cash flow discounted at the current market rate of retuen for similar
financial assets. The impairment loss is recognised in surplus or deficit by reducing the carrying amount directly. The impairment loss is never
reversed in subsequent periods.
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7.7.1

7.7.2
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9.2

DERECOGNITION

FINANCIAL ASSETS

The municipality derecognises financial assets using frade date accounting. The municipality derecognises a financial asset only when:

{a) the contractual rights to the cash fiows from the financial asset expire, are settled or waived;

(b) the municipality iransfers to another party substantially all of the risks and rewards of ownership of the financial asset; or

{c) the municipality, despite having retained some significant risks and rewards of ownership of the financial asset, has transferred control of the
asset to another parly and the other party has the practical ability to sell the asset in its entirety to an unrelated third party, and Is able to exercise
that ability unilaterally and without needing to impose additional restrictions on the transfer. In this case, the municipality shall:

(i) derecognise the asset; and

(i} recognise separately any rights and obligations created or retained in the transfer.

FINANCIAL LIABILITIES

The municipality removes a financiat liability from its statement of financial position when , and only, it is extinguished . A financial liability is
extinguished when the debtor either:

(@} Discharges the liability by paying the creditor, normally with cash, other financial liabitities , goods or services.

(b} Is legally released from primary responsibility for the liability either by process{ expires) of law or by the creditor ( cancelled). If the debtor has
given a guaraniee , this condition may still be met,

(c) Waives the debt or it is assumed by another municipality by way of a non- exchange fransaction.

Interest, dividends or similar distributions , losses and gains relating to a financial instrument or a component that is a financial liability should be
recognised as revenue or expense in surplus or deficil. A financial asset and a financial Jiability should be offset and the net amount presenied in the
statement of financial pasition when and when , the municipality:

(i} Currently has a legally enforceable right to sef off the recognised amounts; and

(if) Intends either to setife on a net basis, or to realise the asset and setile the Fability simultaneously

FOREIGN CURRENCY TRANSACTION

Transactions in forgign currencies are franslated {o the functional currency of the municipality at exchange rates at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are retranslated to the functional currency at the exchange rate
at that date. The foreign currency gain or loss on monetary items is the difference between amortised cost in the functional currency at the beginning
of the period, adjusted for effective interest and payments during the period, and the amortised cost in foreign currency translated at the exchange
rate at the end of the reperting period.

Non-monetary assets and liabilittes denominated in foreign currencies that are measured at fair value are retranslated to the functional currency at
the exchange rate at the date that the fair value was determined. Foreign currency differences arising on retransiation are recognised in surplus or
deficit, except for differences arising on the retransiation of available-for-sale financial instruments, which are recognised in net assets.
UNAUTHORISED EXPENDITURE

Unautharised expenditure is defined in section 1 of the MFMA as follows:

"unauthorised expenditure”, in refation to a municipality, means any expenditure incurred by a municipality otheswise than in accordance with section
15 or 11{3), and inctudes—

(a) overspending of the totai amount appropriated in the municipality's approved budget;

{b) overspending of the total amount appropriated fer a vote in the approved budget;

(c) expenditure from a vote unrelated to the department ar functional area covered by the vote;

(d) expenditure of money appropriated for a specific purpose, otherwise than for that specific purpose;

(e) spending of an allocation referred to in paragraph (b), (c) or (d) of the definition of “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.

IDENTIFICATION AND INTERNAL REPORTING

Unauthorised expenditure is identified through the municipality's financial system application controfs. On identification of the unauthorised
expenditure due to overspending on specific votes, the relevant Head of department is notified, where funds are avaitable on other votes within the
directorate, virements are made within the provisions of the virement paolicy. If after the provisions of the virement policy are applied, the unauthorised
expenditure still remains/exist, it is recorded in the unauthorised expenditure register and reporied to the accounting officer, mayor and council in
terms of MFMA section 32.

COUNCIL DECISION AND ACCOUNTING TREATMENT

Unauthorised expenditure that is incurred before the adjustment budget process is finalised is condoned by council through the adjustment budget.
Unauthorised expenditure that is incurred after the adjustments budget is referred to the Municipal Public Accounts Commitiee {MPAC) for
investigation and recemmendation to council. Where MPAC after investigation, recommends to council to cerify the unautherised expenditure as
irrecoverable and write - off, the unautharised expenditure is disclosed in the notes {o the financial statements as condoned by council. Where MPAC
determines after investigation, that the unauthorised expenditure must be recovered from the refevant official, the unautharised expenditure is
recognised as an asset (debtor) in the statement of financial position and also disclosed in the unauthorised expenditure note as unauthorised
expenditure incurred in the current financial year.

9.3 EXTERNAL REPORTING

The accounting officer of the municipality promptiy informs the mayor, the MEC for local government in the province and the Auditor - General, in
writing, of:
(a) Any unauthorised expenditure incurred by the municipality;
(b) Whether any person is responsible or under investigation for such unauthorised expenditure; and
(c) The steps that have been taken-
(i) To recaver or rectify such expenditure; and
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10 IRREGULAR EXPENDITURE
Irregular expenditure is defined in section 1 of the MFMA as follows:
“irregular expenditure”, in relation to a municipality or municipal entity, means—
{a) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a requirement of this Act, and
which has not been condoned in terms of section 170;
{b) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a requirement of the Municipal
Systems Act, and which has not been condoned in terms of that Act;
(c) expenditure incurred by a municipality in contravention of, or that is not in accordance with, a requirement of the Public Office-Bearers Act, 1898
{Act No. 20 of 1998); or
(d) expenditure incurred by a municipality or municipal entity in contravention af, or that is not in accordance with, a requirement of the supply chain
management policy of the municipality or entity or any of the municipality's by-laws giving effect to such policy, and which has not been condaned in
ferms of such policy or by-faw,
but excludes expenditure by a municipality which falls within the definition of “unauthorised expenditure”.

16.
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IDENTIFICATION AND INTERNAL REPORTING

Every expenditure item is reviewed before payment is made to identify any instances of non-compliance with the refevant Acts and supply chain
management policy of the municipality. Where an expenditure item is identified as iregutar expenditure, it is recorded in the irregular expenditure
register and reported to the accounting officer, mayor and council in terms of MFMA section 32.

10.2 COUNCIL DECISION AND ACCOUNTING TREATMENT

Irregular expenditure reported fo council is referred to the Municipai Public Accounis Committee {MPAC) for investigation and recommendation to
council. Where MPAC afler investigation, recommends {o council to certify the irregular expenditure as irrecoverable and write - off, the irregular
expenditure is disclosed in the notes to the financial statements as certified and written - off by council as irrecoverable. Where MPAC determines
after investigation, that the irregular expenditure must be recovered from the relevant official, the irregular expenditure is recognised as an asset
(debtor) in the statement of financial position and also disclosed in the izrregular expenditure note as irregular expenditure incurred in the current
financial year.

10.3 EXTERNAL REPORTING

The accounting officer of the municipality promptly informs the mayar, the MEC for local government in the province and the Auditor - General, in
writing, of:
(a) Any irregular expenditure incurred by the municipatity;
(b) Whether any persan is responsible or under investigation for such irregular expenditure; and
(¢} The steps that have been taken-
(i} Yo recover or rectify such expenditure; and
(ii) To prevent a recurrence of such expenditure

11 FRUITLESS AND WASTEFUL EXPENDITURE
Fruitless and wasteful expenditure is defined in section 1 of the MFMA as follows:
“fruitiess and wasteful expenditure” means expenditure that was made in vain and would have been avaided had reasonable care been exercised.

=y
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-

IDENTIFICATION AND INTERNAL REPORTING

Every expenditure item is reviewed before payment is made to identify whether it meets the definition of fruitless and wasteful expenditure. Where an
expenditure item is identified as fruitless and wasteful expenditure, it is recarded in the fruitless and wastefut expenditure register and reporied to the
accounting officer, mayor and council in terms of MFMA section 32,

11.2 COUNCIL DECISICN AND ACCOUNTING TREATMENT
Fruitless and wasteful expenditure reported to council is referred to the Municipal Public Accounts Committee (MPAC) for investigation and
recommendation to council. Where MPAC after investigation, recommends to council te certify the fruitless and wasteful expenditure as irrecoverable
and write - off, the fruitless and wasteful expenditure is disclosed in the notes to the financial statements as certified and written - off by council as
irecoverable. Where MPAC determines after investigation, that the fruitless and wasteful expenditure must be recoverad from the relevant official,
the fruitless and wasteful expenditure is recognised as an asset (debtor) in the statement of financial position and also disclosed in the fruitless and
wasteful expenditure note as fruitiess and wasteful expenditure incurred in the current financial year.

11.3 EXTERNAL REPORTING
The accounting officer of the municipality promptly informs the mayor, the MEC for locat gavernment in the province and the Auditor - General, in
writing, of:
{a) Any irregular expenditure incurred by the municipality;
{(b) Whether any person is responsible or under investigation for such fruitless and wasteful expenditure; and
(c) The steps that have been taken-
(i} To recover or rectify such expenditure; and
(i) To prevent a recurrence of such expenditure

12 PROVISIONS

Provisions are recognised when the municipality has a present or constructive obligation as a result of past events, it is probable that an outflow of
resources embadying economic benefits will be required fo settle the obligation and a reliable estimate of the provision can be made. Provisions are
reviewed at reporting date and adjusted to reflect the current best estimate. Where the eifect is material, non-current provisions are discounted 1o
their present value using a pre-tax discount rate that reflects the market's current assessment of the time value of money, adjusted for risks specific
to the liability (for example in the case of obligations for the rehabilitation of land).
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13.2

14.1

The municipality does not recognise a contingent fiability or contingent asset. A contingent liability is disclosed unless the possibility of an outflow of
resources embodying economic benefits is remote, A contingent asset is disclosed where an inflow of economic benefits is probable.

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

A provision for restructuring costs is recognised only when the following criteria over and above the recognition criteria of a provision have been met;
(a) The municipality has a detailed formal plan for the restructuring identifying at least:

(b) The municipality has raised a valid expectation in those affecied that it will carry out the restructuring by starting to implement that plan or
announcing its main features to those affected by it.

LEASES

MUNICIPALITY AS LESSEE

Leases are classified as finance leases where substantialiy all the risks and rewards associated with ownership of an asset are transferred to the
municipality. Property, plant and equipment or intangible assets subject to finance lease agreements are initially recognised at the lower of the
asset's fair value and the present value of the minimum lease payments. The corresponding liabilities are initially recognised at the inception of the
lease and are measured as the sum of the minimum fease payments due in {erms of the lease agreement, discounted for the effect of interest. In
discounting the lease payments, the municipality uses the interest rate that exactly discounts the lease payments and unguaranteed residual value to
the fair value of the asset plus any direct costs incurred.

Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting policies applicable to property, plant,
equipment or intangibles. The lease liability is reduced by the lease payments, which are allocated between the lease finance cost and the capital
repayment using the effective interest rate method. Lease finance costs are expensed when incurred. The accounting policies refating to
derecognition of financial instruments are applied to lease payables. The lease asset is depreciated over the shorter of the asset's useful life or the
lease term.

Operating leases are those leases that do not fall within the scope of the above definition. Qperating lease rentals are accrued on a straight-line basis
over the term of the relevant lease.

MUNICIPALITY AS LESSOR

Under a finance lease, the municipality recognises the lease payments to be received in terms of a lease agreement as an asset (receivable). The
receivable is calculated as the sum of all the minimum lease payments to be received, pius any unguaranteed residual accruing fo the municipality,
discounted at the interest rate implicit in the lease. The receivable is reduced by the capital poriion of the lease instalments received, with the interest
portion Heing recoegnised as interest revenue on a time proportionale basis. The accounting policies relating to derecognition and impairment of
financial instruments are applied to lease receivables.

Rental income from operating leases is recognised on a straight-iine basis over the term of the relevant lease.

REVENUE
REVENUE FROM EXCHANGE TRANSACTIONS

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

Service charges relating to water are based on consumption. Meters are read on a monthly basis and are recognised as revenue when invoiced.
Provisional es{imates of consumpticn are made monthly when meter readings have not been performed. The provisional estimates of cansumption
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. Further adjustments are made to take inte account staggered
tariffs where applicable. The estimates of consumption between meler readings are based on 6 maonths average reading history.

Revenue from the sale of water prepaid meler cards is recognized based on consumgption except where a reliable estimale cannot be made after
every reasonable effort to gather appropriate information had been made., In these instances, revenue is recognized at the point of sale.

Revenue from the sale of water prepaid meter cards is recognized based on consumption except where a reliable estimate cannot be made after
every reasonable effort to gather appropriate information had been made. In these instances, revenue is recognized at the point of sale.

interest revenue is recognised on a time proportion basis.
Revenue from the rental of facilities and equipment is recognised on a straight-line basis aver the term of the lease agreement.
Revenue from the sale of goods is recognised when substantially all the risks and rewards in those goods is passed to the consumer.

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

14.2 REVENUE FROM NON - EXCHANGE TRANSACTIONS

Revenue from non-exchange transactions are transactions where the municipality receives revenue and provide no or a nominal consideration
direcily in return.

A transaction can be a combination of exchange and non-exchange transactions. In these instances the municipality determines what portion of the
transaction is an exchange transaction and what portion is a non-exchange transaction and then recognise it separately.

Most non-exchange transactions that the municipality enters into involve stipulations on transferred assets are in terms in laws or regulations, or a
binding arrangement, imposed upon the use of a transferred asset by entities external to the municipality. Stipulations can either be in the form of
conditions or in the form of restrictions. For bath conditions and restrictiens the municipality may be required to use the transferred asset for a
particular purpose. The municipality uses substance over form to determine whether a stipulation is a condition or restriction.
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14,3 RECOGNITION

An inflow of resources from a non-exchange transaction, other than services in-kind, that meets the definition of an asset are recognised as an asset
when alt of the following criteria have been satisfied:

An inflow of resources from a non-exchange transaction recegnised as an asset is recegnised as revenue, except to the extent that a liability Is also
recognised in respect of the same inflow (which is the case when a stipulation is a condition).

Liabilities are recognised for conditions to be met which is attached to the transferred asset. The liability is discharged and revenue recognised as the
conditions are satisfied.
The municipality does not recognise service in - kind.

The municipality recognises revenue from vat refunds on cash basis.

14.4 MEASUREMENT

16.1

Neon-monetary assets such as property, plant and equipment, investment properly and inventary, acquired through a non-exchange transaction, are
initially measured at its fair value on acquisition date.

Monetary assets arising out of a contractual agreement, such as cash and receivables, are initially measured at fair value on acquisition date.
Revenue is measured at the amount equal to the increase in net assets (i.e. the net effect).

The amount recognised as a liability is the best estimate of the amount required to settle the present obligation at the reporting date.
Revenue from vat refunds is measured at gross amounts.

BORROWING COSTS

Borrowing costs that are directly atiributable to the acquisition, construction or production of qualifying assets are capitalised 1o the cost of that asset
unless it is inappropriate to do so. The municipality ceases the capitalisation of borrawing costs when substantially all the activities to prepars the
asset for its intended use or sale are complete. It is considered inappropriate to capitalise borrowing costs where the link between the funds borrowed
and the capital asset acquired cannot be adequately established. Borrowing costs incurred other than on qualifying assets are recognised as an
expense in surplus or deficit when incurred.

EMPLOYEES BENEFITS
SHORT-TERM EMPLOYEE BENEFITS

The cost of shart-term employee benefits, (those payable within 12 months after the service is rendered, such as paid vacation leave and sick leave,
bonuses, and non-moneiary benefits such as medical care), are recognised in the pericd in which the service is rendered.

The expected cost of compensated absences is recognised as an expense as the employees render services that increase their entitlement or, in the
case of nan-accumulating absences, when the absence occurs.

The expected cost of bonus payments is recognised as an expense when there is a legal or constructive cbligation to make such payments as a
result of past service or performance and the obligation can be estimated reliably.

Liabilities for short-term employee benefits that are unpaid at year-end are measured at the undiscounted amount that the municipality expects to pay
in exchange for that service and had accumulated at the reporting date.

16.2 POST- EMPLOYMENT BENEFITS

16.2.1 DEFINED CONTRIBUTION PLANS

A defined centribution plan is a plan under which the municipality pays fixed contribulions into a separate entity. The municipality has no jegat or
constructive obligation to pay further contributions if the fund does not hold sufficient assets to pay all employees the benefits relating to service in
the current or prior periods.

The municipality’s centributions to the defined contribution funds are established in ferms of the rules governing those plans. Contributions are
recognised in surpius or deficit in the period in which the service is rendered by the relevant employees, unless another standard requires or permits
the inclusion of the contribution in the cost of an asset. Prepaid contributions are recognised as an asset to the extent that a cash refund or a
reduction in future payments is available.

The expected cost of bonus payments is recognised as an expense when there is a legal or constructive obligation to make such payments as a
result of past service or performance and the obfigation can be estimated reliably.

Where contributions to a defined contribution plan do not fall due wholly within twelve months after end of the peried in which the employees render
the related service, they are discounted using a risk-free rate determined by reference to market yields at the reporting date on government bonds, or
by reference to market yields on high quality corporate bonds. The municipality contributes to various national-and provincial-administered defined
benefit plans on behalf of its qualifying empicyees. These funds are multi-employer plans and are accounied for as defined contribution plans as
there is no consistent and reliable basis available for allocating the obligation, plan assets and cost {o individual municipalities participating in the
ptan. The contributions to fund cbligations for the payment of retirement benefits are expensed in the year it becomes payable. These multi-employer
pians are actuarially valued annually on a national-or provincial level using the projected unit credit method. Peficits are recovered through lump sum
payments or increased future contributions on a proportional basis from all participating municipalities. Payments made o industry-managed {or state
plans) retirement benefit schemes are dealt with as defined contribution pians where the municipality's abligation under the schemes is equivalent to
those arising in a defined contribution refirement benefit plan.
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16.2.2

16.2.3

16.24

DEFINED BENEFITS PLANS

A defined benefit plan is a post-employment benefit ptan other than a defined contribution plan. It defines an amount of benefit that an emptoyee will
receive on retirement. The municipality’s net obligation in respect of defined benefit plans is calculated separately for each plan by estimating the
amount of future benefits that employees have earned in return for their service in the current and prior periods. These benefits are discounted to
determine its present value. The amount recognised in the statement of financial position represents the present value of the defined benefit
obligation as adjusted for unrecognised actuarial gains and losses and unrecognised past service costs, and reduced by the fair valte of plan assets.

The discount rate is the yield at the reporting date on AA credit-rated bonds that have maturity dates approximating the terms of the municipality's
obligations and that are denominated in the same currency in which the benefils are expected to be paid. The calculation is pedormed annually by a
qualified actuary using the projected unit credit method. When the calculation results in a benefit o the municipality, the recognised asset is limited to
the total of any unrecognised past service costs and the present value of economic benefits available in the form of any future refunds from the plan
or reductions in future contributions to the plan. In order to calculate the present value of economic benefits, consideration is given to any minimum
funding requirements that apply to any plan in the municipality. An economic benefit is available to the municipality if it is realisable during the life of
the plan, or on settiement of the plan liabilities.

The expected cost of bonus payments is recognised as an expense when there is a legal or constructive obligation to make such payments as a
result of past service or performance and the obligation can be estimated reliably.

When it is virtually certain that another party will reimburse some or all of the expenditure required {o settle a defined benefit obligation, the right to
reimbursement is recognised as a separate asset, The asset is measured at fair value. In all other respects, the asset is treated in the same way as
plan assets. The expense relating {0 a defined benefit plan is presented as the net of the amount recognised for a reimbursement.

When the benefits of a plan are improved, the partion of the increased benefit relaling to past service by emplayees is recognised in surplus or deficit
an a siraight-line basis over the average period until the benefi{s become vested. To the extent that the benefits vest immediately, the expense is
recognised immediately in surplus or deficit,

The municipality immediately recognises all actuarial gains and losses arising from defined benefit plans directly in net assets.

OTHER LONG - TERM BENEFITS PLANS
Long service awards are provided to employees who achieve certain pre-determined milestones of service within the municipality.

The municipality's net obligation in respect of long service awards is the amount of future benefit that employees have earned in return for their
service in the current and prior periods. The benefit is discounted to determine its present value and the fair value of any related assets is deducted
to defermine the net obligation,

The discount rate is the yield at the reporting date on AA credit-rated bonds that have maturity dates approximating the terms of the municipality's
obligations. The calculation is performed using the projected unil credit method. Any actuarial gains and losses are recognised in surplus or deficit in
the period in which they arise.

TERMINATION BENEFITS

Termination benefits are recognised as an expense when the municipality is committed demonstrably, without realistic possibility of withdrawal, to a
formal detailed plan {o either terminate employment before the normal retirement date, or to provide termination benefils as a result of an offer made
to encourage voluntary redundancy. Termination benefits for voluntary redundancies are recognised as an expense if the municipality has made an
offer of voluntary redundancy, it is probable that the offer will be accepted, and the number of acceptances can be estimated reliably. If benefits are
payable mare than 12 manths afier the reperting period, then they are discounted to their present value.

VALUE ADDED TAX (VAT)

The municipality accounts for VAT on the cash basis. The municipality is liable to account for VAT at the standard rate (14%) in terms of section 7
(1) (a) of the VAT Act in respect of the supply of goods or services, except where the supplies are specifically zero-rated in terms of section 11,
exempted in terms of section 12 of the VAT Act or is out of scope jor VAT purposes, The municipality accounts for VAT on a monthly basis.
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IMPAIRMENT OF ASSETS

Primary cbjective for cash generating assets is fo generate a commercial return and the primary objective for non- cash generating asset is service
delivery. The municipality uses the following sets of questions as a criteria to distinguish between cash generaling and non-cash generating assets:
(a) Was {he asset acquired to generate a commercial return?

({b) Does the asset operate independently from other assets?

(c) Does the asset generate cash flows independently from other assets?

If the answer is yes to all of these questions, then the municipality accounts for the asset as a cash generating asset. If the above criteria is not met,
the municipality accounts for the asset as non-cash generating asset.

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

Irrespective of whether there is any indication of impairment, the municipality also:
- tests intangible assets with an indefinite useful life or intangible assets not yet available for use for impairment annually by comparing its carrying
amount with its recoverable amount. This impairment test is performed during the annual period and at the same time every period.

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

The recoverable service amount of an asset or a non - cash generating unit is the higher of its fair value less costs to sell and its value in use. The
recoverable carrying amount is higher of its fair value less cost to sell and its value in use.

Value in use of a cash generating asset is delermined as the present value of the estimated future cash flows expected to be derived from the
continuing use of an asset and from its disposal at the end of its useful life. Value in use of a non cash generating asset is determined as the present
value of the asset's remaining service potentiat.

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

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

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

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

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

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation is recognised immediately in surplus or
deficit. Any reversal of an impairment loss of a revalued asset is treated as a revaluation increase.
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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS

As at 30 June 2016

TRADE AND OTHER RECEIVABLES FROM
2 EXCHANGE TRANSACTIONS

Trade receivables

As at 30 June 2016

Service debtors

Water and Sewerage
Direct Deposits
Total
Other Receivables
Umngeni water debter
Department of Education
Accrued interest
lilembe Enterprise
Ouistanding deposits
Sundry Debtors
Other debtors
RD Cheques
Sundry Debtors - F/W Expenditure
Acknowledgement of debt
Vat receivable
Total other Receivahles

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

Total Trade and other receivables

as at 30 June 2015
Service debtors

Water and Sewerage
Direct Deposits
Total

Other receivables
Umngeni water debtor
Department of Education
Accrued interest
Qutstanding deposits
Sundry Debtors

RD Cheques

Sundry Detriors - F/W Expenditure
Other debtors
Acknoewledgement Of Gebts
Vat receivable

Other receivables

Total Trade and other receivables

Summary of Debtors by Customer Classification

As at 30 June 2016

Current {0 — 30 days)

31 -80 Days

61 - 90 Days

91 -120 Days

121 - 365 Days

+ 365 Days

Sub-ota

Less: Provision for doubtful debts

Total debfors by customer classification

at 30 June 2015

Current (0 - 30 days)

31 - 60 Days

61 - 80 Days

91 - 120 Days

121 - 365 Days

+ 365 Days

Sub-fotal

tess: Provision for doubtful debts

Total debtors by customer classification

Gross Provision for
Balances Bad debts Net Balance IDM Total
R
211612 744 132 316 623 79296120 79296 120
(1 368 375) - (1368 375) {1368 375}
210 244 368 132 316 623 77927745 77 927 745
2506818 - 2506818 2506 818
5677 477 5677 477
85572 - 85572 85572
2248 647 - 2248 647 2 248 647
1955 300 1955 300 7 855 300
5215821 - 5215821 5 166 323
25765 20750 5015 5015
525 423 - 525 423 525423
15 737 693 - 15 737 693 16 026 392
33 978 514 20 750 33 957 764 28 519 489
244 222 B2 132 337 373 111 885 509 106 447 234
208 575 679 88 852177 120723 502 120 723 502
(2017 332} {2 017 332) {2 017 332)
207 558 347 88 852 177 118 706 170 118 706 170
334 858 - 334 858 334 858
4 885 870 - 4 885 870
35524 - 35524 354524
1512610 - 1512610 1512610
324035 - 324035 324 035
3685 - 3685 3685
15015 10000 5015 5015
4625701 - 4625 701 4 479 271
403 467 - 403 467 403 467
10 731 280 - 10 731 280 10 731 280
22 872 045 10 000 22 862 045 17 828 745
11 106 469
230 430 392 88 862 177 141 568 215 136 535 915
Residential IndustriallComme National and
rcial Provingial
Government
R R R
9493628 1381173 2 968 797
6042 035 636 174 2 366 731
6675022 2276992 1 B67 850
6 326 705 131 538 (312 00B)
7093 898 254 314 1653 334
146 064 061 1 464 678 15 225 621
181 695 347 6147 070 23770327
(132 316 623) - -
49 378 724 6147 070 23770 327
10 383 192 980 034 1628 g42
8 758 160 2586 947 1438 393
7724 820 470 919 658 317
6 892 410 151941 524 142
7313555 125 132 478 212
150 016 354 2577137 5 858 070
191 088 492 8901 111 11 586 076
(88 852 177)
102 236 315 5 901 111 11 586 076
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ILEMBE DISTRICT MUNICIPALITY AND iTS CONTROLLED ENTITY

NOTES TO THE FINANCIAL STATEMENTS

As at 30 June 2016

Water and Sewerage: Ageing
Current (0 — 30 days}

31 -60 Days

61 -90 Days

91 - 120 Days

121 - 365 Cays

+ 365 Days

Total

Reconciliation of the doubtful debt provision

Balance at beginning of the year

Contributions to provision

Bad debts recovered/ Consymer Accounts Adjustments
Deubtful debts written off against provision

Waiver of Debt (Mandenf) applied against lhe provision
Balance at end of year

CASH AND CASH EQUIVALENTS

Cash ane cash equivalents consist of the foliowing:
Pelty cash and cash on hand

Credit Card

Bank statement balance

The Municipality has the following bank accounts: -
Water Bank Account

ABSA Bank Account! - Durban Branch

Account Number 4057878321 - Curren! Account

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

Bank staterment balance at beginning of year

Bank statement balance at end of year
Salaries Bank Account

First National Bank - Durban Branch
Accournt Number 62006302385 - Current Account

Cash book balance at beginning of year

Cash bock balance at end of year

Bank statement balance at beginning of year
Bank statement balance at end of year

Miain Bank Account

First National Bank Account - Durban Branch
Account Number 50851211546 : Curren! Account
Cash book balance at beginning of year

Cash book balance at end of year

Bank statement balance at beginning of year
Bank statement balance at end of year
Revenue Bank Account

First National Bank - Durban Branch
Account Number 62409366722 : Current Account
Cash hock balance at beginning of year

Cash bock batance at end of year
Bank statement balance at begianing of year
Bank statement balance at end of year

Projects Bank Ascount

First National Bani: - Durban Branch
Account Number 52046718641 - Current Account

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

Bank statement balance at beginning of year

Bank statement balance al end of year

Inter Bank Transfers

GROUP (DM GROUP DM
2016 2018 2015 2015
R R R R
13 842 597 13 843 597 13001 169 13001 169
9045 940 9046 940 12783 500 12 783 500
10819 864 10819 864 8 854 057 8 854 057
8 145 237 6146 237 7 568 493 7 568 493
9001 545 9 001 545 7816 899 7915 899
182 754 560 162 754 560 159 451 561 159 451 561
211 612744 211612744 209 575 679 209 575 679
88 862 177 88 862177 75 655 325 75655 325
97 678 134 97678 134 40 409 419 40409 418
39279078 39276078 (2402 441) (3 402 441)
(G 805 DES) {9 806 085) {23 800 126) {23 BOD 128)
{83 675 951) (83675 951)
132 337 373 132 337 373 88 862 177 88 862 177
45 225 44 000 24000 24000
36 037 592 35 872 287 36 694 014 31839 085
36142 977 35 916 267 36716014 31 863 096
1428369 1428 369 3862941 3862 941
(167 655) {167 655) 1428 369 1428 368
1863 088 1 B63 088 3196 450 3180 450
665 025 665 025 1863 088 1863 088
109 274 109 274 271645 271645
46 022 46 022 109 274 109 274
108 404 108 404 271 645 271845
46022 45 022 109 404 109 404
7 508 528 7508 528 1640 820 1640 820
(861 487) (864 487) 7 509 528 7 509 528
7 854 676 7854 476 2397 916 2397916
10 082 10 082 7854676 7 854 676
4 677 072 1677 072 2632 166 2632 166
2 459 601 2 459 601 1817 072 1677 072
1747 075 1747075 2734324 2734324
912 060 912 050 1747075 1747075
1507 621 1507 621 9063 597 9 063 597
212664 212 664 1507 621 1507 624
1507 621 1507 621 9 063 567 9 063 597
36002174 34002 174 1507 621 1507 621
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ILEMBE DISTRICT MUNICIPALITY AND |ITS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
As at 30 June 2016
GROUP
2016

Enterprise llembe Produce Bank Account

ABSA - Public Sector KwaZulu Natal
Account Number 4078679825 - Cumment Account

Cash book balance at beginning of year -
Cash book balance at end of yaar

Bank statement balance at beginning of year -
Bank statement balanca at end of year

Enterprise llembe Rocabix - Trust Bank Account

First Nationa! Bank Account - Kioof Branch
Agccount Number 62347813471 - Current Account

Cash book balance a heginning of year -
Cash book balance at end of year
Bank statement balance al beginning of year -

Bank statemant balance at end of year

Enterprise llemire Rocablox - Trust Bank Account

First National Bank Account - Kloof Branch
Account Number 62347813471 - Current Account

Cash bock balance at beginning of year 205 998
Cash book balance at end of year 205 219
Bank statement balance al beginning of year 205 998

Bank statement balance at end of year 205 219

Enterprise Hembe Rocabex - Trust Bank Account

First National Bank Account - Kloof Branch
Account Number 62347813471 - Gurrent Account

Cash book balance at beginning of year -
Cash book balance at end of year
Bank statement balance at beginning of year -

Bank statement balance at end of year

Enterprise iLembe FNB Account - Stanger Branch

AESA Bank Account - Business Centre KwaZulu Natal
Account Number 4060362852 - Current Account

Cash bock balance at beginning of year 4 648 920
Cash bock balance at end of year 20 187
Bank statement balance at beginning of year 4 648 920
Bank statement balance at end of year 20 187
Enterprise liembe Main Bank Account

ABSA Bank Accoun! - Business Cenlre KwaZulu Nalal
Account Number 4050362852 - Current Account

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

Bank statement balance at beginning of year -
Bank siatement balance at end of year

Investment Current Account

ABSA Bank Account - Durban Branch

Account Number 9114541258 : Calf Account

Bank statement balance al the begining of the year 111 679
Bank statement balance at the end of the year 1180
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IDM
2016

111678
1180

GROUP
2015

206 730

205 998

206 730

205 938

2011709

4 648 920

2011709

4 548 920

107 817
111 679

oM
2015

107 817
141 67%



ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY

NOTES TO THE FINANCIAL STATEMENTS

As at 30 June 2016

Ihyestment Current Account
ABSA Bank Account - Durban Branch
Account Number 9183363524 : Call account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
ABSA Bank Account - Durian Branch
Account Number 8095850633 : Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
ABSA Bank Account - Durban Branch
Account Number 2066739798 : Calf account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
ABSA Bank Account - Durban Branch
Account Number 2070224909 : Call Account

Bank statement batance at the begining of the year
Bank statement batance at the and of the year

Investment Current Account
ABSA Bank Account - Durban Branch
Account Number 9216956711 - Call Account

Bank statement balance at the begining of the year
Bank statement balance al the end of the year

Investment Current Account
First Nationa! Bank Account - Durban Branch
Agcount Number 51085067093 : Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
First National Bank Account - Burban Branch
Account Number 74091301628 : Calf Account

Bank statement balance at the begining of the year
Bank statement balance al the end of the year

lnvestment Current Account
First National Bank Account - Durban Branch
Azcount Number 74104346208 ; Call Account

Bank statement batance at the begining of the year
Bank statement baiance at the end of the year

Investment Current Account
First Mational Bank Account - Durban Branch
Account Number 74453548694 : Calf Account

Pank statement balance at the begining of the year
Bank statement balance at the end of the year

investment Current Account
First National Bank
Account Number 2313562308 : Call Accoun!

Bark statement balance at the begining of the year
Bank statement balance at the end of the year

GROUP
2016

21302

17 502
26

11815

10 289 248

19

455 540

7626 776
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oM
2016

21302

17 502
26

11815

10289 249
19

4565 540

7626 776

GROUP
2015

20 585
21302

17 502
17 502

21 693 144
11815

1098
10 289 245

455 540
455 540

669 084

778 933
7626 776

IDM

201%

20 565
21302

17502
17 502

21 693 144
1815

1095
10 288 249

455 540
455 540

6568 034

778 933
7626 776



ILEMBE DISTRICT MUNICIPALITY AND TS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
As at 30 fune 2016

GROUP )] GRCUP IDM
2016 2016 2015 20115

Investment Current Account
First Mational Bank Account - Durban Branch
Account Number 62129309937 : Call Account

Bank statement balance at the begining of the year 1222 1222 1160 1160
Blank statement balance at the end of the year - - 1222 1222

Investment Current Account

First National Bank Account - Durban Branch

Account Number 74274087341 : Calf Accoun!

Bank statemenl balance 2t the begining of the year - - - -
Bank statement balance at the end of the year - B

Investment Current Account
Standard Bank Accoun! - Durban Branch
Account Number 203302 : Calf Account

Bank statement balance at the begining of the year - - - -
Bank statement balance at the end of the year - .

Investment Current Account
Investec Bank Account - Durban Branch
Account Nurmber 1100-435877 : Call Account

Bank statement balance at the begining of the year - - - -
Bank statement balance &1 the end of the year - -

Investment Current Account
favestec Bank Account - Durban Branch - -
Agcount Number 56003100564 : Call Account

Bank statement balance at the begining of the year - - 3 201 377 3201377
Bank statement balance at the end of the year - - - -

Investment Current Account

Rand Merchanit Bank Account

Account Number X50219006669 : Call Account

Bank statement balance at the begining of the year 222149 222148 210 838 210 836
Bank statement balance at the end of the year 235700 235 700 222149 222 149

tnvestment Current Account - Enterprise iLlembe
Investec: Sandion Branch,
Account Number 50004108608

Bank statement balance at the begining of the year - -
Bank statement balance at the end of the year -

Credit card - -

Petty cash and cash on hand 45 225 44 000 24 000 24 p0Q
Total investments 236 924 236 924 18 757 233 18 757 233
Bank Statement Balance 35 860 768 35635 363 17 936 781 13 081 864
Cash book balance at beginning of year 17 110 781 12 255 863 18 €89 608 17471 168

Cashbook balance &t year end 1959775 1733 146 17110781 12 255 863

4 TRADE AND OTHER RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS

Department of Water & Sanitation (WS0OG) - - - -

Ndwedwe |ocal Municipatity {Town Development) 58132 833 6813833 217 256 217 256

Department of Water & Sanitalion {Emergency Grought Relief) 1848 693 1849633 20034 984 20034 984

Depanment of Cocperative Governance & Traditional Affairs (MIG! 80 856 818 60 856 818 11905 884 11905 884

Depariment of Education

DCepariment of Waler & Sanitation (MWIG) 20 762 391 20 762 391 14 787 180 14 787 180

Department of Water Affairs (RBIG/LTBWSS) 56 722 601 56 722 601 27 240 702 27 24D 702
Total Other Debtors 147 005 337 147 005 337 74 188 007 74 186 007

5 OTHER NON-CURRENT FINANCIAL ASSETS

Investments in municipal entity - Enterprise lembe Development Agency - 100 - 100
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ILEMBE DISTRICT MUNICIPALITY AND TS CONTROLLED ENTITY

NOTES TO THE FINANCIAL STATEMENTS

As at 30 June 2016

B INVENTORIES

Cpening batance of inventories:
Consumable stores - at Net Replacement Cost
Water

Movements:

Consumable stores

Water

Closing balance of inventories:
Consumable siores

Water

-~

NCON-CURRENT RECEIVABLES

Staff icans
Less: Provision for bad debts
Total

These loans were as a resuit of bursaries granted to
certain staff members as past of a bursary scheme
approved by council in previous financial vears.

8 INVESTMENTS

Einancial Instruments
ABSA zero coupon invesiment

This investment has been ceded as security against the
long term ican from ABSA disclosed in Note 15

GROUP DM GROUP IBM
2016 2016 2015 2015
R R R R
14 941 091 14 941 091 7078439 7078 439
14 523 235' 14 523 2as| ss154as| ss1s4ss|
417 804 417 804 262 974 262 974
(4375 019) (4 331 830) 7 B62 652 7 B62 652
(4375 0189) ; (4 375 019) 7707 821 | 7 707 821 |
- 43188 154 830 154 830
10 609 260 10 609 260 14 941 091 14 941 091
10148268[ 10148268| 14523256| 145232861
46D 983 460 993 417 804 417 804
271 808 271 808 236 404 236 4894
{236 494) (236 494) {236 404} {236 494)
35 314 35314 - -
24 419 710 24418710 22 982 423 22 982 423
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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY

11 HERITAGE ASSETS

11.1 Reconciliation of carrying value

As at 1 July 2015
Cost
Accumulated impairment lasses

As at 30 June 2016
Cost
Accumuiated impairment losses

11.2 Reconciliation of carrying value

as at 1 July 2014
Cost
Accumulated impairment losses

as at 30 June 2015
Cost
Accumuiated impairment losses

As at 30 June 2016
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NOTES TO THE FINANCIAL STATEMENTS

Moveable Objects Total IDM Total
R

205578 205 573 205 578

205578 205578 205 578

205 578 205 578 205 578

205 578 205578 205 578

Moveable Objects Total

R R

205 578 205 578 205578

205 578 205 578 205 578

205 578 2065 578 205 578

205 578 205 578 205 578




ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY

NOTES TO THE FINANCIAL STATEMENTS
As at 30 June 2016

INTANGIBLE ASSETS

Computer Total
12 Reconciliation of carrying value  Licenses Software DM Total
R R

As at 1 July 2015 2 665 864 2176 290 4 842 156 4 833 796
Cost 2 485 589 7 848 895 10 334 484 10 305 6689
Prior year error 254772 254 772 254 772
Accumulated amortisation and imp (74 497) {5 672 605) (5747 102) {5726 645)
Acquisitions 2433 870 - 2433 870 2433870
Other Movemeants - - -
Amortisation {1 885 086} {4 242) {1 889 328) (1 885 086)
Canying value of disposals {11 001) - (11 001) {11 001)
Cost (67 100) - (67 100} (67 100)
Accumutated amortisation 56 099 - 56 099 56 099
Impairment loss/Reversal of impai - - -
Transfers - - -
Other movements - - -
As at 30 June 2016 3203 647 2172 048 5375697 5 371 579
Cost 4852 359 7 848 885 12 701 254 12672 439
Accumulated amortisation and img {1 648 712) (5 676 847) (7 325 559) {7 300 860)

12 Reconciliation of carrying value -

Computer Total
Licenses Safrware IDM Total
R R R R

As at 1 July 2014 2129 936 3895847 602578274 6 010 666
Cost 2204 433 7 853 766 10 058 199 10 023 186
Accumulated amortisation and imp (74 497) (3957 919) (4032 416) (4 012 521)
Acquisitions 281 156 - 281 156 281156
Other Movements 1327 1327
Ameortisation - (1710 725) {1710 725) {1704 782)
Carrying value of disposals 817 817 (5743 141)
Cost - 6198 6 198 5381
Accumulated amortisation - (5 381) {5 381) (5748 523)
Impairment loss/Reversal of impai - - -
Transfers - - -
Other movements - -9 342 .26 (9 342)
As at 30 June 2015 2 411 092 2176 290 4 587 384,11 4 579 024
Cost 2 485 588 7 848 895 70 334 484 10 305 669
Accumulated amortisation and img (74 497) {6 672 605) (5 747 102) {5726 645)
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13.1

13.2

ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY

NOTES TO THE FINANCIAL STATEMENTS
As at 30 June 2016

BIOLOGICAL ASSETS

Reconciliation of carrying value

As at 1 July 2015
Cost
Accumulated amortisation and impairment losses

Loss on fair value
Amottisation

Carrying value of disposals
Cost
Accumulated amortisation

Impairment loss/Reversal of impairment loss
Transfers
Other movements

As at 30 June 2016
Cost
Accumulated amortisation and impairment losses

Reconciliation of carrying value

As at 1 July 2014
Cost
Accumulated amortisation and impairment losses

Loss on fair value
Amoriisation

Carrying value of disposais
Cost
Accumulated amortisation

Impairment loss/Reversal of impairment loss
Transfers
Other movementis

As at 30 June 2015
Cost
Accumulated amortisation and impairment losses

31

Biological Total IDM Total
Assets
R R R
2774 800 2774 800 -
2774 800 2774 800 -
{1 600 400) {1 600 400} -
(1 600 400) (1 600 400) -
1174 400 1174 400 -
1174 400 1174 400 -
Biological Total IDM Total
Assets
R R R
2018 320 2018 320 -
2018 320 2018 320 -
756 480 756 480 -
2774 800 2774 800 -
2774 800 2774 800 -




i4

15

16

ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY

NOTES 70 THE FINANCIAL STATEMENTS

As at 30 June 2016

GROUP IDM GROUP DM
2016 2016 2015 2015
R R R R

TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS
‘Trade creditors 688019 395 84 812 230 102 846 537 102 846 537
Debtors with credit balances 7790 533 7 236 456 4 259669 4 289 669
Staff leave accrual 41 150 388 11 150 386 10 899 804 10 486 456
Quistanding Payments 34 826 489 34 826 489 345 279 345279
RD Chegues 42 300 42 300
Other creditors 247 089 838 217 291 187 128 080 375 139 688 896
Consumer water deposits 5185167 5185 167 4983 192 4993 192
13th Cheque 4428 484 4428484 4226942 4226942
Vat payable - 14 837 503 -
Total creditors 348 512 591 344 972 698 270 529 302 266 836 973
The fair value of trade and other payables approximates their carrying amounts.
TRADE AND OTHER PAYABLES FROM NON-EXCHANGE TRANSACTIONS
Unspent Conditional Grants and Receipts
Provincial Township Establishment 1166610 1166 610 1166 610 1166 610
Water Services Operating Grant 2915980 2915980
Agri Processing Facilities Ex DCGTA 1679958 - 2210 158 -
LED Strategy 335182 - 335182 -
EFPWP - - 2267 171 2267171
DROUGHT {NDMC) - - 5 468 894 5 468 694
Rural Transport Service Grant 104 591 104 891 - -
Grants - Other 360000 300 000 B64 B46 864 846
Disaster Management - 55 317 -
Amacambint Dev Project Ex DCGTA 757 666 - 757 666 -
Integrated Craft Hub - 3115 -
Maphumute Small Town Rehabilitation B5 965 - 85 965 -
Nonoti Beach Resort - 48123 -
Moringa Tree Plantations 2 400 001 - 2400 00% -
Fresh Produce Market 278 049 - 278040 -
Tourism King Shaka Roule 57 000 - 30 114 -
1DC Projects Grant 15 835 - 31158358 .
Growth Summit 74 330 - 148 804 -
Totat Unspent Cenditioral Grants and Recelpts 10 171 467 4 487 482 19 236 B5G 9 767 522
Non-current unspent conditional grants and receipts - -
Currant pertion of unspent conditional grants and receipis 10 171 467 4 4B7 482 19 236 850 23475118
See Note 21 for recanciliation of grants and recelpts. These amaunts are invested in ring-fenced investment untit utilised,
BORROWINGS
Develppment Bank of South Africa 54 611 487 54 611 487 €0 594 835 B0 594 635
ABSA 30000 000 30 000 000 30 787 808 30 787 608

84 611 487 84 611 487 41 382 443 91 382 443
Less : Curreat portion transferred to current liabilities § 652 583 B £52 583 1 516 041 1516 041
Development Bank of South Africa 5864 775 5864 775 1516 041 1516041
ABSA 787 808 787 808 - -
Non current portion of borrowings 77 958 904 77 958 904 39 866 402 £9 866 402

Development Bank of South Africa

Bear interest at rates between 9.02% and 11.04% per annum and are repayable every six months with the last repayment due on 30 September 2025,

ABSA Lean

Bears interest at 10.8% per annum. interest is paid quanery and the foan is repayable in 2025.

Refer 1o Appendix A for more detail on borowings.
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GROUP DM GROUP jla})]
2018 2016 2015 2015
R R R R
17 FINANCE LEASE LIABILITY
Prasent value
As 2t 30 June 2018 Minimum lease Future finance of minimum
payment charges lease payments
Amounts payable under finance leases R R R
Within one year 17 579475 2115699 15463 776
Within two to five years 8277303 297 157 7 980 147
25856778 - 2412 855 23 443 823
Lass: Amount due for setilement within 12 months (current portion) 15 463 776
T 980 147
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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
As at 30 June 2016

The leases are for a variety of motor vehicles and computers equipment that are utilised in the course of perferming the Municipality's powers and funct

Motor vehicle leases are for {hree years. The interest rates vary between 9.0% and 15.5%. The termination dates vary between November 2016 and
June 2017. The leases are repaid monthly and include maintenance and make provision fer the payment of excess distance travelled where

applicable. At the termination of the leases the vehicles revert to the lessor.

Cemputer equipment leases are for three years. The interest rate charged is linked to the prime rate. The termination dates vary between June 2014
anc May 2017, The leases are repaid monthly and include maintenance and insurance. At termination of the feases the computer equipment revert 1o

the lessor,
Present value
as at 30 June 2045 Minimum tease Future finance of minimum
payment charges fease payments
Amounts payable under finance feases R R R
Within one year 10 814 535 2388165 6426370
Within two to five years 29729744 6532 880 23 196 864
Adjustment 579 493 579 493
41123772 - B 921045 32202 737
1_ess: Amount due for settlement within 12 manths (current portion) § 426 370
23 776 357

The leases are for a varialy of motar vehicles that are ulilised in the course of performing the Municipality's powers and funclions. The leases are for
five years and 240 000 kilometres. The interest rates vary between 9.0% and 15.5%. The termination dates vary between November 2013 and
November 2015. The lzases are repaid monthly and include maintenance and make provision for the payment of excess distance travelled where

applicable. At the termination of the leases the vehicles revert to the lessor.

SERVICE CHARGES
Sale of water 95 Ba3S 055 95 899 055 103 577 824 503 577 824
Sewerage and sanitalicn charges §9104 375 59 104 375 50 688 218 50 689 218
Revenue Forgene ) {9 855 513) {9 855 513) (S 266 144) 9 266 144)
Total Service Charges 545 147 918 45 147 918 145 000 897 145 (00 897
Sazle of water is broken down into prepaid sales and conventional melers water sales.
8.1 Sale of Water
Prepaid water sales 252507 25250 754 15 366 380 15 366 360
Conventional meters water sales 70 648 301 70 648 301 88211464 88 211 464
85 899 055 95 898 955 103 577 824 103 577 824
Revenue Forgone {284 564) (294 564} (787 787) (787 787
Total Waler Sales 95 604 452 95 604 492 102 790 037 102 790 037
RENTAL OF FACILITIES AND EQUIPMENT
iLembe Auditarium 14 221 14 221 17 756 17 156
Rental of facilities - - - -
Total rentals 14 221 14 221 17 756 17 756
INTEREST EARNED - BANK BALANCES
Bank 4936 681 4 768 538 3676614 3 614 065
INTEREST EARNED - OUTSTANDING RECEIVABLES
Interest on debtors 18 195 506 18 195 506 14 393 406 14 393 406
GOVERNMENT GRANTS AND SUBSIDIES
Equilable share 338 089 801 338 089 801 290 468 000 290 468 000
MG Grant 238 540 934 238 540 934 200 084 058 200 084 058
Other Government Grants and Subsidies 332 238 567 326 300 121 223 185 687 222 107 B30
Total Government Grant and Sebsidies 908 870 302 902 930 856 713 737 7456 712 659 888
Equitabie Share
2alance unspent at beginning of year - - - -
Current year receipts 338 089 861 338 089 BO1 290 468 000 290 468 000
Conditions met - transferred to revenue (338 €89 B01) (338 089 801) {290 468 000} {290 468 000}
Conditicas met - - - -
Munlclpal Infrastructure Grant
Balance unspent at beginning of year {0} - 3193174 3193174
Curent year receipts 189 590 000 189 590 Q60 184 985 000 184 985 GDD
Condilions met - transferred to revenue {238 540 934) {238 540 924} {200 QB4 958) (200 0B84 058)
Ad|ustmenis and Transfers {11 905 8B5) {11 905 885) 11 905 884 411905 884
Conditions met - balance remain in transfer payments debtors { -G0 856 818 =50 656 818 0 -

Adjustments and transters relate to amounts owed by COGTA, for which a deblor has been created
(see note 4)
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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY

HOTES TO THE FINANCIAL STATEMENTS
As at 30 June 2016

GRQUP DM GROUP IDM
2016 2016 2015 2015
R R R R
22.3 VAT REFLINDS
Batance unspent at heginning of vear - - . -
Current year receipts - - - -
Conditions met - transfemed to revenue - - - -
Adjustments and Transfers - - . -
Conditions met - - - -
22.3 Qther Grants
Ralance unspent at beginning of year BB4 B46 864 B46 982 800 992 800
Current year receipts 905 637 905 637 . -
Conditions met - transfemed to revenue {1470 483) {1479 483) {127 954) {127 954)
Adjustments and Transfers -
Conditions met 300 000 300 060 864 846 464 846
SECTION 78 GRANT
Balance unspent at beginning of year - - 200 0CC 206 000
Current year receipts - . . -
Conditions met - transferred to revenue {200 000 {200 000}
Conditians still to be met - remain liabilities {see note 14} - - - -
WATER SERVICE OPERATING GRANT
Batance unspent at beginniry of year - . 9035 267 9035 267
Current year receipls 4 000 000 4000000 - -
Conditions met - transfered 1o revenue (1084 020) (1084 020} (8 743 823) {8743 823)
Adjusiments and Transfers (291 445) (291 445)
Conditlons met 2915980 2915 980 - -
WATER SERVICE OPERATING GRANT - SUNOUMBILI
Balance unspent at beginning of year - - - -
Current year receipts 4 500 000 4 500 000
Conditisns mel - transferred to revenue {4 500 000) {4 500 00D0)
Conditiens still to e met - remain lizbilities (see note 14) - - - -
MASSIFICATION - MANDEN: WATER CONSERVATION AND DEMAND MANAGEMENT
Balance unspent at beginning of year - . - -
Current year receipts 9931000 9931 000
Conditions met - transferred to revenuve (S 931 000} (9931 000)
Adjustments and Transfers - - -
Conditions still fo be met - remain liakilities {see note 14} - - . -
REGIONAL BULK INFRASTRUCTURE GRANT - LTBWSS
Balance unspent at beginning of year - -
Current year receipts 100 977 074 100 977 074 57 180 362 57 180362
Conditions met - transferrad 1o revenue (141 075 826) (141 075 828) (75351 a00) (75351 4C0)
Adjustments and Transfers {16 623 850} {16 623 850) 18171 038 16171038
Conditions met - balance remain in transfer payments debtors | {56 722 601] {86 722 601) - -
Adjusiments and transfers relate to amounts owed by the Bepartment of Water Affairs, for which a debtor
has been created (see note 4), amounts received pertaining to debtars for the previous financial year.
RURAL, TRANSPORT SERVICE
Balance unspent at beginning of year - . 267 488 267 488
Current year receipts 2116 000 2116900 2120 000 2420000
Cenditions met - transferred to revenue (2 003 058) {2 003 058) {2 387 488) (2 387 488)
Adjustments and Transfers (8 050} {8 050) -
Conditions stil to be mat - remain liabilities {see note 14) 104 891 104 831 - -
DISASTER MANAGEMENT GRANT (DBSA)
Balance unspent at beginning of year - - 165 478 1654786
Current year receipls - - . .
Conditions met - transferred o revenue (185 476) (165 476)
Conditions still to be met - remain liabilities {see note 14) - - - -
SHARED SERVICES GRANT (DPSS)
Balance unspent at beginning of year - - - -
Current year receipts 250 000 25C 000 - 1000 000
Conditions met - transferred to revenue {250 000} {250 000} - {1 000 C00)

Adjustments and Transfers -

Cuonditions met -




ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY

NOTES TO THE FINANCIAL STATEMENTS

As at 30 Jupe 2016

22.12 MUNICIPAL WATER INFRASTRUCTURE GRANT

Balance unspent at beginning of year

Current year receipts

Condilions met - ransferred to revenue

Adjustments and Transfers

Conditions met - balance remain in transfer payments debtors {

22.13 PROVINCIAL TOVWNSH!P ESTABLISHMENT

Balance uaspent at beginning of year

Current year receipls

Conditions met - transierred to revenue

Adjustments and Transters

Caonditions stif to ba met - remain liabllities (see note 14)

Adjustments and transfers relate to debtors owed by Department of water and sanitation (see note 4)

22.14 Municipal Governance & Admin

2215

22,98

2217

22.18

2219

22.20

2221

Balance unspent at beginning of year

Current year receipts
Conditions met - transfered to revenue
Adjustments and Transfers

Conditions still to be met - remain $iabiities [see note 14)

12.1 Grant Local Economic Development Strategy Ex COGTA

Balance unspent at beginning of year
Current year receipts

Conditions met - transferred to revenue
Adjustments and Transfers

Conditions still to be met - remaln liabilities (see note 14)

CORRIDCR - NORTH URBAN DEVELOP PLAN PHASE 2

Balance unspent at beginning of year
Current year receipts

Conditions met - transfemed to revenue
Adjustments and Transfers

Conditions still to be met - remain liablilties [see note 14)

RURAL HOUSING GRANT

Balance unspent at beginning af year
Currant year receipts

{onditiens met - transferved to revenue
Adjustments and Transfers

Conditions still to be met

FRESH PRODUCE MARKET IN STANGER

Balance unspant at beginning of year
Current year receipts

Conditions met - transferred to revente
Adjusiments and Transfers

Conditions still to be met - remain liabilities (see note 14)

KWADUKUZA MUNICIPAL INFRASTRUCTIFRE GRANT

Balance ungpent at beginning of year

Current year receipis
Conditions met - transfarred to revenue
Adjustments and Transfers

Conditions met

FINANCIAL MANAGEMENT GRANT

Balance unspent al beginning of year
Current year receipts

Congilions me} - ransferred to revenue
Adiustments and Transfers

Conditlons stit to be met

MUNICIPAL SYSTEMS IMPROVEMENT GRANT

Balance enspent at beginning of year
Current year receipts
Canditions met - transferred to revenue

Conditians still to be met - ramain Habliitias {see note 14}

GROUP oM GROUP DM
2018 2016 2015 2015
R R R R
- - 517 772 517772
125 366 820 125 366 820 39 000 000 30 000 000
(148 129 211) (146 120 241) (54 304 952) (54 304 952)
. 4 767 180 14 787 180
{20 762 391) {20 762 391) - -
1166 610 1186 610 1319 805 1319805
{153 195) (153 185)
1166 610 1166 610 1166 610 1166 610
. - 198 015 198 015
(87 079) (87 079)
{110 936) {110 938)
2210159 - 2416 580 -
-530 200 - (208 421) -
1 670 859 - 2230 159 -
0 0 535 864 535 864
(535 864) {535 B64)
[ [ - 0
- - 4000 000 4000 000
{3 995 000) (3 936 000}
{4 000} {4 000}
278 049 - 278049 -
278 049 - 278 04D -
6100 223 6100223 19 930 656 19 936 656
(5417 618) (5 417 B19) (16 130 639) (16 130 639}
(682 404) (682 404) (3802 017) (3809017}
- - 141 332 141 332
1 250 000 1 250 000 1250 000 1250 000
(1 148 086) {1 148 086) {1391332) {1391 332)
(101 934) (1071 914} -
¢ 0 . .
940 00D 940 000 934 000 934 000
(940 00D} (940 000} {934 000) (934 000}
[ 0 ] 0




ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY

NOTES TO THE FINANCIAL STATEMENTS
As at 30 June 2016

GROUP [s1] GROUP IDM
2016 2016 2015 015
R R R R
22.22 EXPANDED PUBLIC WQORKS PROGRAMME
Batance unspent at beginning of year 2267 1M1 2267171 2349000 2 34% 000
Current year receipis 1536 000 1536 000 2218000 2218 000
Conditions met - transferred {o revenue (537 370} (537 370) {2 299 829} (2 292 829)
Adjustments and Transfers (3 265801} {3 265 801) - -
Conditions met - - 2267171 2267 11
22,25 ENVIRCNMENTAL MANAGEMENT FRAMEWORK
Batance unspent at beginning of year - - 24459.00 24459.00
Conditions met - transtemed to revenue - - 0.00 0.00
Adjustments and Transfers - - -24459.00 -24458.00
Conditions met - - - -
22,26 Grant Disaster Management
Balance unspent at beginning of year 55 318 - 55318 -
Current year receipts - - - .
Conditions met - transfemed to revenue - - - -
Adijusimenis and Transfers (55 318) - - -
Conditions met - - 55 318 -
22,27 NDWEDWE TOWN DEVELOPMENT
Balange unspent at beginning of year - - 507 707 507 707
LCutrent year receipts 9668 990 9 668 990 5383 726 5383726
Conditions met - transferred to revenue (14 458 617) (14 458 617) (5 358 49%) {5 358 499)
Adjustmants and Transfers {2 024 206) (2 024 206) {532 934) (532 934)
Conditions still to be met - remain liabiities (see note 14) {6 813 833) {6 813 833) - -
22.28 12.6 Grant Amacambini Dev Project Ex DCGTA
Balance unspent at beginning of year 757 566 - 757 666 -
Current year receipts - - - -
Condilions met - transferred {o revenue - - - -
Adjustments and Transfers - - - -
Canditions stlll o be met - remain fiabilities {see note 15) 757 6B6 - 757 666 -
22.2% Customer Satisfaction Survey
Balance unspent at beginning of year - - 26 658 26 958
Current year receipts - - - -
Conditions met - transferred to revenue - - - -
Adjustments and Transfers (25 958} {26 958)
Conditions stiil to be met - remain llabifities (see note 15) - - - -
22.30 DROUGHT RELIEF GRANT - NATIONAL DiSASTER MANAGEMENT GRANT (DW5S)
Salance unspent at beginning of year - - - -
Current year receipts 4 054 504 4 054 504 10 693 216 10 693 21¢
Conditions met - transferred 1o revenue (5205 200) (5 205 200) {30 728 194) {30 728 194)
Adjustments and Transfers (698 998) (698 998) 20 034 984 20 034 984
Conditions still ta be met - remain liabilities {see note 14) [ 849 §93) {1 849 693) - -
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ILEMBE DISTRICT MUNICIPALITY AND [TS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
As at 30 Jupe 2016

GROUP jcall] GROUP oM
2018 2016 2015 2015
R R R R
22.31 DROUGHT RELIEF GRANT - NATIONAL DISASTER MANAGEMENT GRANT (COGTA/NDMG)

Balance unspent at beginning of year 5468 894 5468 854 - -
Current year receipts @ 250 00C $ 250 000
Conditions met - transferred to revenue (5 468 B94) {5 468 894} (3781 106) (3 781 106)
Adjustments and Transfers - -
Conditions still to be met - remain liabilities (see note 15) - - 5466 894 5 468 894

22.32 Grantlocal Economic Developmant Strategy Ex COGTA

Balance unspent at beginning of year 335 182 335182
Current year recgipts

Caonditions met - transferred to revenue

Adjustments and Transfers

Conditiens still {o be met - remain liabilities (see note 15} 3135 182 - 335 182

22.33 14.17 Growth Summit

Balance unspent at beginning of year 148 804 148 B04

Current year receipls

Conditions met - transferred to revenue -74474

Adjustmenis and Transfers

Conditions still to be met - remain lizabilities (sea note 15) 74 330 - 148 804 -

22.34 Grant flembe District Municipality - Tourism

Balance unspent at beginning of year 444 426 226 031

Current vear receipts 1200000 1059 00C

Conditions met - transferred to revenue -1 330 645 -

Adjustments and Transfers -26 BBG (831 B05)

Conditions still to be met - remain liakilities {se¢ note 15) 286 885 - 444 426 -

22.36 Grant Integrated Craft Hub

Balance unspent at beginning of year 3115 227318

Current year raceipts

Conditicns met - transferred to revenue 0 (224 200)

Adjustments and Transfers -3114.84

Conditions met - -~ 3115 -

22.37 Grant Nonoti Beach Resort Business Plan

Balance unspent at beginning of year 49123 48123
Current year receipts

Conditions met - transfemred to revenue

Adjustments and Transfers -49 123

Conditions met 0 - 49 123

22.38 Grant Maphumulo Small Town Regeneration

Balance unspent at beginning of year B85 965 85 965
Current year receipts -
Cenditions met - transfemred to revenue -
Adjustments and Transfers h

Conditions still to be met - remain liabilities [see note 15} 85 965 - 85 965

22.38 Grant Moringa Tree Plantation

Balance unspent at beginning of year 2 400 001 2 400 000
Current year receipts

Conditions met - ransferred to revenue

Adjustiments and Transfers

Conditicas still to be met - rematn liabilitles {see note 15) 2 400 001 - 2406 000

22.40 Grant Siza Water Concession

Balance unspent at beginning of year 243 322 243 322
Current year receipts

Conditions met - transterred to revenue

Adiustments and Transfers -243 322

Gonditions met - - 243 322

a7



2241

22.42

2243

23

231

24

ILEMBE DISTRICT MUNICIPALITY AND ITS CGONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
As at 30 June 2016

GROUP (o]} GROUP DM
2016 2016 2015 20185
R R R R

Projects £x IBC
Balance unspent at beginning of year 3115836 235836
Cument year receipts - 2830 000
Conditicns met - transferred to revenue
Adjustments and Transfers -3 100 0C0
Conditions still to be mat - remain liabliities {see note 15) 15 836 - 3115 836 -
Ndwedwe Tunnal
Balance unspent at heginning of year - 275 350
Current year receipts
Conditions met - ransferred to revenue - (275 350)
Adjustments and Transfers
Canditions met - - - -
12.17 Tourism King Shaka Route
Balance unspent at beginning of year 30114 40C 000
Cutrent year recelpts
Condilions met - transferred to revenue - {369 886}
Adjustments and Transfers 26 886
Conditions stifi to be met - remain liabilities (see note 15) 57 001 - 30 14 -
Adjustmenis and transfers relate to amounts owed by the Department of Water and Sanitation, for which a debtor has been ¢reated,
OTHER INCOME, PUBLIC CONTRIBUTIONS AND DONATIONS
Other income
Tender Documents 262 888 262 888 148 071 148071
Telephone recovered 123 815 123 815 226 809 226 809
Clearance cerificates 978 849 978 849 925 297 925 297
Private developers 3421038 3421038 - -
Siza Water Concession 1531387 1531387 14864 156 1464 156
Insurance proceeds - - 2706 2706
interest on bank accounis -
Department of Education 17 334 090 13 763 167
LG Seta Income 464 609 464 609
Developers Capital Contribution - -
Enterprise llembe 1166 764
Shared Service 2 256 670 2 256 670 1 B33 251 1833 251
New connections 1312 1312 - -
Val Refunds. - - - -
Other income 4267 954 247 750 1323 453 2 612 565

27 642 642 10 455 083 19 686 911 7 212 856
EMPLOYEE RELATED COSTS
Employee related costs - Salaries and Wages 121 891 003 112 748 990 115 251 909 107 184 213
Employee relaled costs - Cantributions for UIF, pensions and medic 22 837 597 22 796 872 20 654 896 20 654 896
Trave!, motor car, accommadalion, subsistence and other allowanc 4681415 4 681415 4 193 857 3977 579
Housing benefits and allowances 1323389 1323389 758 426 758426
Overiime payments & 490 264 6 490 264 6283619 €283 619
Performance and other bonuses 8495067 8495067 8251 511 B 251 311
Long-service awsrds 1272520 1272520 1592 129 1592129
Olker employee related costs 4 713 988 4 507 337 4 976 B0S 4 710 8B40
Employee Related Costs 174 705 244 162 315 862 161 903 53 153 413 213
There were no advances o employees.
R ion of the Municipal Manager
Annual Remuneration 1036 486 1036486 82474 82474
Travel, motor car, accommodalion, subsistence 134 957 134 657 11 246 11 246
Contributions ta UIF, Medical and Pension Funds and other aliowar 1785 1785 149 149
13th Cheque Provision 62 480 62 480 7810 7810
Totat 1 2=35 708 1235 708 10 679 1014 678
The Municipat Manager position was filled in June 2015
Remuneration: CEQ Enterpsise llembe
Remuneration of the Chief Executive Officer 1369 305 744 254
Acting Allowances- T Mkhwanazi ( December - Feb 2015) 42 525
Travel, motor car, accommotation, subsistence 460 785
Other 1 368 305 - 1247 574 -
Total
Remuneration of the Ghief Financial Officer
Annual Remuneration 953 230 953 230 899 274 899 274
Travel, motor car, accommodalion, subsistence 206 246 209 245 198 401 198 491
Coniributions 1o UIF, Medical and Pension Funds and other allowar 1785 1785 1785 1785
Total 1164 261 1564 261 1 099 45% 1098 459
Remuneration: CFO Enterprise llembe
Annual Remuneralion 852 000 873 544
Travel, motor car, accommodalion, subsistence - -
Other - -
Total 852 000 - 873 544 -
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ILEMEE DISTRICT MUNICIPALITY AND |75 CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS

As at 30 June 2016

GROUP IDM GROUP 10M
2016 2016 2015 2015
R R R R
The CFQ resigned in March 2015 and the CEO was appointed as the Acting CFQ in April 2018. The cument CFD was appeinted
on 12 September 2015,
Technical Corporate Corporate
Remuneration of Individual Executive Directo: Services Services Governance
R R R
As at 30 June 2016
Annuat Remuneration 4137630 769 027 1098611
Travel, motor ¢ar. accommodation, subsistence - 254 603 -
Contributions to UIF, Medical and Pension Fund: 1785 76 765 1785
Total 1139 445 - + 100 395 - 1100 395
Technical Corporate Caorporate
Services Services Governance
R R R
June 2015
Annual Remuneration 274 169 728 498 1016 113
Travel, moter car, accommodation, subsistence ; - 240192 20313
Contributions lo UIF, Medical and Pension Fund: 448 72524 1785
Total 274 615 - t 038 210 - 1038 210
The position for Director: Teehnicat Services is currently vacant.
REMUNERATION OF COUNCILLORS
Mayar 854 676 854 676 791 402 791 402
Deputy Mayor 7563467 758397 700 142 700 142
Speaker 457 760 457 760 413 360 413 360
Executive Committee Members 1830 606 1830 506 1658 603 1658 602
Councilors' Allowances 5508 684 5508 684 4 456 768 4 456 770
Ceuncillors” pension and medica! aid contributions 303 744 303 744 569 310 568 310
Tota! Councillors’ Remuneration 8713 898 9713 895 B 589 586 8 589 586

n-kind Benefits

The Mayor, Deputy Mayor, Speaker and Executive Committes Members are full-tme, Each is provided with an office and secretarial suppert at the

cost of the Couneil.

The Mayor, Deputy Mayor and Speaker has use of the Council owned vehicle for official duties. The Mayer has 2 full-time bogyguards.

REMUNERATION OF BOARD MEMBERS:

Attendance fees at meetings:

B Nlinda {Re-appointed November 2014)

| Dectlels {Re-appoinied Novermber 2014)
P M Mabase  { Resigned - October 2014)
R Meer ( Resigned- Aprit 2015)

J Wiltshire { Resighed October 2014}
ZP Zeka {Appointed November 2014)
AT Nzama { Appointed Novemver 2014)
K Oelofse { Appointed November 2014)
¥ §Shandu  (Appointed November 2015)
CP Nene (Appointed November 2015)

Total Board Members’ Remuneratien

26 DEPRECIATIOM, IMPAIRMENT AND AMORTISATION EXPENSE

Fag

28

Deprecialion
Impairment of Assets
Intangiple assets

Total Depreciation, Impairment and Amortisation

103 463 102 874
93 437 84973
- 29 556
- 60 601
- 27 217
62 420 50613
87 437 57287
102 437 56 836
47613
56 347
555 156 - 478 957 .
65 106 861 63 746 402 (64 190 935) (55 570 510}
6 498 645 4048 629 {83 655 289) (83 655 269)
1889 328 1 885 085 1710725 1704 782
73 493 635 59 630 117 {136 135 439) {137 521 017}

The impairment recognized mainly refates to impairment of infrastructure assets gue to significant changes in the remaining usetul lives of these

assets.
FINANCE COSTS
Bemowings

Leases
Total Flnance Costs

BULK PURCHASES
Electricity

Water
Total Bulk Purehases

6019 226 6016226 8524 798 8524 798
2428 583 2428 583 2722135 2722 135
8 447 809 B 447 B0 11 246 933 11 246 933
62 752475 62 752 475 74 440 6BO 74 44D GBO
62 752 475 62 752 475 74 440 680 74 440 680
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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY

NOTES TQ THE FINANCIAL STATEMENTS

As at 3¢ June 2016
GROUP DM GROUP IDM
2016 20186 2015 2015
R R R R
CONYRACTED SERVICES
Contracted services for:
Management Contact WSSA - - - -
Lease of Machinery & Equipment - - 380 204 380 201.42
Reconnections/Disconnections - - - -
Plant Hire 30 926 924 30926 924 31118392 31 116 391.60
Security 20 555 719 20555719 16 259 639 16 259 638.86
Salga games 5856628 5856 628 4 660 313 4 660 312.73
Rental of Smart Boxes 183 320 183 320 20693 20 693.34
Meter reading contractors 27 500 27 600 146 835 149 835.00
Fax & Copier rentals 2 965 586 2 965 586 2530 358 2 530 358.21
Lease of Vehicles 5845203 6 845293 7391 456 7 391 456.00
Rental of Buildings 32944 15 720 346 952 219 347.42
Vehicle Hire 719 727 719727 1966 602 1 866 600.36
Insurance 1743 687 1743687 2023 581 2021 836.10
69 857 428 69 840 204 86 846 022 66 716 674
GRANT EXPENSES
Grant Expenditure 32 584 355 28 8§79 681 35 265 495 34 217 638
61324 712 2B B79 681 65 408 449 34 217 638
Finance Management Grant Expendilure 1251519 1251519 1359 053 3 350053
Rams Grant Operating Expenditure 1921807 1921807 2220 349 2220349
Integrated Craft Hub - 224 200
NODWEDWE TUNNELS 530 200 48B3 771
GROWTH SUMMIT 74 474
Development Planning & Shared Services Expenditure 139 324 1359 324
King $haka Tourism Route - 369 886
PROVINCIAL TOWNSHIP ESTABLISHMENT - - 134 381 134 381
MUNICIPAL GOV & ADMINISTRATION - - B7 079 87 079
SPATIAL DEVELOPMENT PLAN - - 377 960 377 960
RURAL HOUSEHOLD GRANT - - 3 505 263 3 505 263
IDC 3100 000 . - -
Maphumuio HH Sanitation B6T2B18 8672816 9 753 554 9 753 554
Mandeni Ward 16 HH Sanitation 7989 479 7989479 6813678 66813678
Ndwedwe HH Sanitation 8 804 737 8 904 737 9 865 321 9 866 321
Mature of Expenditure on Grants Expenses
Financial Managemnt Grant Expendituare 1251 819 1281 519 1359 053 1359 653
Funds were spent as follows:
Salaries & Allowances for interns in the Financial Management Internship
Training
Rural Roads Assets Systems Management Grant {RRAMS) Expenditure 4921807 1921 807 2 220 349 2220 348
This grant assists rural district municipalities to set up their road
asset management systems, and collect road and traffic data in
line with the Road Infrastructure Strategic Framework for South
The actual expenditure is in retation to:
Project Management fees
Appointment of graduates
Related materials required
Municipal Infrastructure Grant - Operational Expenditure 25 567 032 25 567 032 26 533 553 26 533 553
Operationai MIG is utilised in the constreution of VIP toilets
Maphumuio HH Sanitation
Mandeni Ward 16 HHH Sanitation
Ndwedwe HH Sanitation
Funds were spent on project management fees, labour and procurement of materials,
Graowth Summit Expenditure 74474 -
Cenlerence T4 474 -
IDC Grant Expenditure 3 100 DOO 224 200
Feasibility Study- Broad Band (Phase 2) 3100 000
Inlegrated Craft Hub 224200
Ndwedwe Funnels Grant Expenditure 530 200 369 Ba6
Salaries for Hub employees 530 200
King Shaka 369 886
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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS

As at 30 June 2016

GRAQUP IDM GROUP oM
2016 2046 2015 2015
R R R R
31 GENERAYL EXPENSES
included in general expenses are the following:-
Advertising 1723075 1422 403 2112439 1 866 989
Audit feas 3021 138 2524 000 2 491 334 1513681
Bank charges 249 100 218 140 230051 196 170
Broadband xpenditure 150G 000
Cleaning 948 649 948 649 1170 855 1170855
Conferences and delegations 25184 25184 56 150 56 150
SCHOOLS NUTRITION PROGRAM 16 101 567 . 12130638 -
Entertainment 1122862 1087 703 1189832 1133584
Financial management grant - - - -
Fuel and oil 10 892 318 10802318 40 809 561 10 809 561
Insurance - . - 1745
IDP & Planning 24 980 24 960 721187 21 767
Commission: Agency 1089 122 7088122 330 864 330 B64
Legal expenses 322 668 322 568 350 231 350 231
LG Seta Expenditure 126 654 126 G54 1294 055 1294 (55
Licence fees - vehicles 49643 49843 29923 29 923
Membership fees 1924 850 1924 850 1768 521 1768 521
Postage 1779640 1779640 1590 16¢ 1590 160
Disaster Management 1638 260 1638 260 1600 301 1 600 301
Printing and stationery 1143 863 1025834 1012903 889 342
Professional fees 1958 820 1187675 3 588 008 3057 144
Property rates 517 99 817 891 658 549 658 549
Spegial Projects - Youth, Gender, BV 538132 538 132 946 705 946 705
Sports Development 577 81 577 601 523 066 523 066
Subscribtion & publication 206 048 - 81608 -
Telephone cost 3225059 3081667 32660 3169 200
Training 2059 413 1936 713 2177758 2036943
Transport claims - - - -
Travel and subsistence 2598 573 2243 555 3185 842 2887 777
Uniforms 8 overalis 1603 082 1603 082 1813 460 1813 480
Water and Sanitation 1893 118 1993 118 1776876 1776976
Water and Electricity 22 438 977 22370 328 18 752 330 16 518 142
LED Projects 19 573 096 Z 959 757 16 708 146
Shared Services 1384 063 1384 063 2136121 2136121
Fublic Participation 536 272 536 272 2498 468 2 498 468
Siza Water 2332369 2332389 442 369 442 369
Other 6 755 B85 4 487 553 7 655 290 7024 617
92 419 285 B9 453 542 91 286 524 89 921 612
32 CORREGTION OF PRIOR YEAR ERRORS AND CHANGE IN ACCOUNTING POLICY
Property, plant and equipment - - - -
Recognition of a change in the remaining useful life of assels
that do not meet the requiremenis of a change in accounting 254 772 254 772 {40 023 245) {40 023 245)
Trade and other debtors
Adfustmants affecting Consumer Dablors due to indigent
rebates adiusiments and cearing of unaliocated deposits {3 763 483) {3 759 483} 97 271 97 273
Olfrer deblors refaling to enferprise ilembe alignment with
1DM. Adjustments relaling o siaff recoveries 102 245 102 245 (3 492 893} (3 492 883}
invertory Adjustments - Reversal of prior vear net realisable value 396 873 396 873 1579 824.47 1579824
‘Trade and other receivables {from non
exchange transactions
Reversal of condions mel due on grant dus {o cost not
a.c?epl%d as part of Drougiht Intervention, restatement of (3 143 847} {1 048 038)
Intangible Assats 1327 1327
Provision
adjusiment to the 13th Chegue provision for December 2013 - - {3137 970) {3 137 970)

Non Current Finance Lease Liability
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ILEMBE DISTRICT MUNICIPALITY AND TS CONTROLLED ENTITY

NOTES TO THE FINANCIAL STATEMENTS
As at 30 June 2016

GROUP DM GROUP DM
2016 2016 2015 2045
R R R R
Correclion of expendilure previously racognised as a
lease liabifily, reversai of operational lease liability (531 740) 306 208 340 325 340 325
Trade and other Creditors 146 595 146 585
Mainly transfer of prescribed credilers lo revenue and
reversel of invald orders raised as accruals and Revesal of
charges 391 968 391 986 4029 168 4029 168
Other 46 462 456 492 (9 546) {9 546}
{6 252 700) {3 318 943) (40 469 143} {40 469 143)
33 CASH GENERATED BY OPERATIONS
Surplusf{deficit) for the year 422 484 254 419 778531 489 815 535 488 751 968
Adjustment for-
Depreciation and amortisation 73493 635 69 680 117 (136 135 500} (137 521 017
Forex Loss 4223nN 422371 5245 {15 392)
Less on disposal of PPE 1127 527 1127 527 {15 392} 6245
Contribution 1o provisions - non-curment 97 678 134 897 676 134 40 409 419 40409 419
Contribution to provisions - current 1507 006 1 507 006 1582129 1592129
Finance costs 8 447 809 B 447 809 11 245 933 11246 933
Pricr Year Adjustments (B 252 700) (3318 943) {355 139) {40 469 143)
nvestment Incoma (4 936 6B1) (4 768 538) (3 676 614) (3 814 6B5)
Bad debts written off © 806 065 S 806 965 23 800 126 23 800 126
Operating surplus before working capital changes: 580 173 806 580 748 950 379611 849 336 586 381
Increase in inventories 4331830 4331830 {7 852 652) {7 B62 652)
Increasef{decrease) in trade receivables 29 682 706 30088 680 (30 754 172) {26 458 B41)
{Increase)/decrease in other receivables {72 819 331) (72 819 331) {54 739 49B) (54 739 498)
Increasef(decrease) in conditional grants and receipts {9065 383) {5280 039} (11672 423) (13 707 597)
Increase in trade payables 77983 289 78085 725 88 184 585 85 548 587
Other assels - - -
Other liability - -
Cash generated by/{utilised in) operations 610 286 917 615155 816 352 760 699 319 366 980
34 CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR
Cash and cash equivalents included in the cash flow statement comprise the following:
Bank balances and cash 36 142 917 35 616 287 36718 014 31863096
Net cash and cash equivalents {net of bank overdrafts} 36142 917 35 916 287 36718 014 31 £61 096
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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
NOTES TG THE FINANCIAL STATEMENTS
As at 30 June 2046

GROUP DM GROUP oM
2016 2016 2015 2015
R R R R
UNAUTHORISED, IRREGLULAR, FRUITLESS
AND WASTEFUL EXPENDITURE
35 DISALLOWED
35.1 Unauthorised expenditure
Reconciliation of unauthorised expenditure
Unautherised expenditure current yaar 62 514 568 62 514 568 24 877 095 24 877 095
Ceriified a3 imecoverable and written off by councll in terms of v {62 514 568) (62 514 568) {24 877 095) {24 BT7 095)

Incident

Unauthorized expenditure that was written off in the curment year was as a result of municipal infrastructure grant and municipal water infrastructure
grant originally planned for 2016/17 but were brought forward and differring accounting methods between the municipakty and the Depariment of
Cooperative Governance and Traditional Affairs and the Department of Water and Sanitation respectively

Action taken
Council has certified the unauthorised expenditure as imeceverable and written it off in terms of section 32(2) of the MFMA.

35.2 Fruitless and wasteful expenditure

35.

35,

3

Y

Recengiliation of fritless and wastetul expendilure

Fruitless and wasteful expenditure current year 200477 236 222 130 298 130 296
Certified as imecoverable and written off by

Ceuncil in terms of MFMA section

32/Recovered from responsible officials (299477} {236 222) (130 296) {130 296)

Incident

Fruitless and wasteful expenditure of R225 472 arouse as a resull of late payments which resulled in the interest penalties that were as a result of
cash flow censtraints during the drought period. An amount of R 750 in respect of late cancellztion of the Risk workshop whilst the senvice provider
hac already delivered the chairs and tables at the venue. The amount of R 10 000 due tc user department that changed the boaking after confirmation
was made by service provider for the 2015 SALGA games.

Action taken

Councit has certified the fruitiess and wasteful expenditure as imecoverable and written it off in terms of section 32(2) of the MFMA/S the balance was
recovered from responsible officials,

Irregular expenditure

Recongiliation of imeguiar expenditura

Irregular expendilure cument year 1162 385 1162 385 2 580 940 2590 840
Certified by councll as ireceverable and written off in terms of MF (1162 385} {1 162 385) (2 580 940) {2 530 940}
Incident

The iregular expenditure is a result of overiime paid that exceed limitationsirestrictions of the BCEA

Action taken
The fireqular expenditure was certified and written coff by council.

Deviations
Deviations were approved in lerms of regulation 36 of the Supply Chain Management Policy:
Total vatue 11 095 B41 9748 552 16 400 581 12 264 957

1% 096 841 9 748 552 16 400 581 12 264 957
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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
As at 30 June 2016

GROUP DM GROUP IDM
2016 2016 015 2045
R R R R

ADDITIONAL DISCLOSURES IN TERMS OF
MUNICIPAL FINANCE MANAGEMENT AGT
Contributions to organised local government
{Opening balance 485 283 485283
Council subscriptions 1714103 1714 103 1714163 1714 103
Amount paid - current (1820 276} (1 828 276} {1228 820) {1228 820)
Balance unpaid {included in payables) 370 I 170 11 485 283 485 283
Audit fees
Opening balance -
Current year audit fee 3021138 2524 000 2338626 1913681
Amount pait - current year {3021 138) (2 524 000} (2 338 626) {1913 681)
Balance unpaid {included in payables) - - - -
VAT

VAT inpul receivables and VAT oulput payables are shown in note 2, All VAT returns have been submitted by the due date throughout the year.

PAYE and UIF

Opening balance 1826613 1826613 1588 164 1588 164

Cument year payreli deductions 27256 820 25349 850 23 978 867 23284 210

Amount paid - current year (24 801 030) (23 124 843) {22 152 054) {21 457 597)
Amount pait - previous years (1826 613) {1 826 613) {1 588 164) {1 588 164)
Balance unpaid (included in payables) 2 185 790 Z 225 007 1826613 1826613

The balance represents PAYE and UIF deducted in June 201€ payroll. These amounts were paid in July 20186.

Pension and Medicat Ald Deductions

QOpening balance 2 794 08% 2794 089 1278 308 1278308

Current year payroll deductions and Council Contributions 36 346 979 36 346 973.25 32 592 204 32 592 204

Amount paid - current year {33 198 206) {33 199 206) (29 798 115) (29 796 115}
Amaount paid - previcus years {2 794 089) (2 794 089) (1 276 308} {1 278308}
Balance unpaid (included in payables} 3147774 3147 774 2 794 089 2 794 DB

The balance represents Pension & Medical aid deducted in May 2016 payroll, These amounts were paid in June 2016 except for medieal and RA

which were paid within the month of deduction which is July 2018.

Councillor's arrear consumer accounts

as at 30 June 2015

Coungilior NG Mthethwa 663 563
Cauncilior A Badul - -
Councillor MSC Motala - -
Ceuncillor MP Ntuli - .
Caoungillor JM Mkhize . -
Councillor RN Pakkies B .

Total Councillor Arrear Consumer Accounts - 663 663

263 363
5395 5 395
300 300
484 484
108 108
6 650 6 650




ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
NOTES TC THE FINANCIAL STATEMENTS
As at 30 June 2016

GROUP IDM GROUP DM
2016 2016 2015 2015
R R R R

36.7 Material losses
36.7.1 Asset impairment losses (6 495 845) {6 498 845) 83905222 {299 742 658)
‘The current year impairment is a result of ageing infrastructure due
10 the impact of drought

36.7.2 Debt impairment [osses {9 806 065) {9 BOG 065) {23 800 126} {23 800 126)
Although the revenue collection has slightly improved compared to
the prior year, council has incured materal debt impairment
losses written off against the provision for bad debls, This is
mainly as & resull of restricted inactive accounts that are
accummutating interest with ne corresponding payments,
pensicner accounts and deceased consumer accounts that are
accumulating interest. This write-cff has resulted in a detrease in
rrncitmar rahtare and arnvicinn far haed dahte

38.7.3 Walver of right relating to Financial Asset (83 675 951) (83 675 951)
An amount of R 83 675 951 Is distinguished from a write off of
debt but is as per the waiver of the contractual ight to collect debt
by iLembe Distcrict Municipality from the Mandeni Community due
to vialent protests that enupted just before the local govermment
election,
In ferms of paragraph 68 (a) of GRAP 104, an entity shall
derecognise a financial asset only when: {a} the contractual rights
to the cash flows from Lhe financial asset expire, are settied or
waived;
Paragraph 6§89 of the same GRAF standard states that an entity
mauw wiaiva tha rinkt i reraive sonbearinal rasainte nndar tha torme

36.8 Percentage

Distribution Lasses distribution
Units lost (kilolitres)
jllegal connections and other 30% 2308757 2308 757 2919427 2819 427
Main leaks 48% 3831350 3831350 4091 162 4 091 162
Resevoir overllows 0% 27 367 a7 367 29223 29223
Service connection leaks 21% 1614 640 5 614 640 1724932 1724 132
Units last (kilolitres) 100% 7782 114 7782114 8 763 944 B 763 344
Units last (sales price per kitolilre - rands) 75071 415 75071415 7824 205 77 B24 208
Units lest (purchase price per kilolitre - rands) 28 007 552 26 007 562 32672380 32 672 380
Units lest (percentage) 45% 45% 44% 44%

The distribution losses are mainly due {0 ilegal connections, main leaks (ageing infrastructure), resevoir overflows ant service cannection leaks. A five
year strategic master plan for the reduction of non revenue water has been adopied by the municipality to address this problem.

Non-Comptfance with Section 65 [2) of the Municipal Finance
Management Act - Payments of creditors within 30 days from
36.9 date of receipt

Although the average ereditors payment days ratio was 27 days as at 30 June 2016, due to the severely canstrained cash flows arising mainly from
the severe on going drought, from time to time, the munigipality had challenges in meeting the 30 days legislated payment terms. This resulied in an
agoregate of 19.1% of invoices proccessed not paid on time during he 2015/16 financial year.

The equivalent rand value of this is shown in the table below:

Tatal Value of invoices processed BE6 462 153 886 462 153 -
Value of invoices processed and paid wilhin 30 days 700 967 882 700 967 882 -
Value of invoices processed but not pald within 30 days 185 4894 271 165 494 271
Fercentage 19% 19%

36.10 Material Fozex Losses

Totat Forex Liability as at 30 June 2016 1862804.61 1862804.61
Net Cumnulalive Forex Losses -A22370.68 -422370.68
Percentage losses «22% «22%

The materfal forex losses arising frem the Microsoft License forex liabilty was due to unexpected adverse fluctuations in the rand dollar exchange rate.

37 CAPITAL COMMITMENTS

37.1 Commitments In respect of caplial expenditure

- Approved and contracted jor 968 B4R 542 568 840 542 232 953 997 232 953 997
Infrasiructure 568 840 542 568 840 542 232953 897 232 653 997
Community - - - -
- Approved but net yet cantracted for % 575118 835 15675 118 885 2271997 991 2271997 891
infrastructure [ +svs118e85] 1575118865] 22718979911 2271997991}
Totat 2 143 959 427 2 143 959 427 2 504 951 988 2 504 951 98B

This expenditure will be financed from:
- External Loans

- Govermment Grants 1650 914 296 1 650 914 296 2 005994 624 2005984 621
- Own resources 21093 942 21093942 27 008 179 27006179
« Funding siili to be scurced 471951 188 471 951 188 471 95% 186 471 951 188

2 143 959 426 Z 143 959 426 2 504 951 983 2 504 951 988
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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
As at 30 June 2016

38 EMPLOYEE BENEFITS INFORMATION

38.1 Defined contribution plan

The follewing are defined contribution plans: Natal Jainl Municipal Pension Fund, Mational Treasury, Govemment Employee Pension Fund, SALA
Pension Fund and Municipal Councillors Pension Fund. These contributions have been expensed,

38,2 Other Long-term benefit plan
Long service awards are provided o employees who achieve cerain pre-determined milestones of service within the municipality.

38

38,

-

39.2

48

GROUP IDM GROUP IDM
2016 2016 2015 2015
R R R R

The municipality's net obligation in respect of long service awards is the amount of future benefit that employees have earned in return for their service
in the current and prior perods. The benefit is discounted to determine its present value and the fair value of any related assets is deducted 1o

determine the net cbligation.

The discount rate is the yield at the reporing date on AA credit-rated bonds that have maturity dates approximating the terms of the municipality's
obligations. The calculation is performed using the projected unit credit methed. Any aciuarial gains and losses are recognised in surpius or deficit in

the period in which they arise,

The independent valuers carried oul a stalitory valuation as at 30 June 2016.

The principal actuarial assumptions used were as follows:

Discount rate per annum
Inflation rate
Net effective discount rate
Benchmark inflation (equa! to salary inffation}
Average relirement age
Mortality during employment
Percentage of in-service members withdrawing befare retirement:
Age 20
Age 30
Age 4D
Age 50
Age 55+

The amounts recognised in the Statement of
Financial Position were delermined as being the
present value of the obligation;

EMPLQYEE BENEFITS {continued)

Movement in the defined benefit obligation is as
follows:

Balance at beginning of the year
Current service cost

interest cost

Benefit payments

Actuarial (qains)losses

Balance at end of year

The timing of the employee benelits is as
{ollows:

Current partion of employee benefits
Employee benefit obligation

The amounts recognised in the Statement of Financlal Pedormance were as fallows:

Current service cosl
Interest cost
Acluarial (gains)losses

CONTINGENT LIABILITY
Claim for damageas

it has been established that the entity may be liable to pay
Mancefeza Trading in respect of services rendered. The service
provider was appointed as part of the panel of service providers
for the transportation of vegetabfes with regards to the NSNP
project. A misrepresentation of facts was picked up whereby the

supplier sis not declare relations with one of the enlity employees.

This case is currently being handled by El lawyers.

Vat refund commisslon claim dispute.

hatle to pay SARS in respect of VA1 on grants
received from ilembe District Municipality.
Representations have been made lo $ARS to
zere rate these grants and a response is
awaited.

RELATED PARTIES

Members of key management
Controlied Municipal Entity

Compensation to councillars and other key management

Related party halances
Amount owed by lembe Enterprise included in other receivablas

Related party transactions

Transactions with Enlerprise llembe Development Agency
Grant funding from the parent for LED projects

Rental of offices

Other {e.g. lease of vehicles, cellphones)

8.85% 8.83% 8% 8%
6.53% 6.53% 7% 7%
1.21% 1.21% 1% 1%
7.53% 7.53% 7% 7%
83 63 63 63
SA 85-80 ullimate SA B5-90 ultimate  SA 85-90 ulimate  SA 85-80 ultimate
4% 40% 40% 40%
25% 25% 25% 28%
12% 12% 12% 12%
4% 4% 4% 4%
2% 2% 2% 2%
7977 361 7877161 7271727 7 271 627
7271827 7271827 6 865 000 £ 685 000
B22 374 822374 771000 771 000
556 104 556 104 850 000 550 000
(801 472) (801 472) (1 605 502) 1 005 502)
128 528 128 528 271128 271129
7977 361 7977 181 7 271 627 7271627
1014 3114 1014311 801 472 801 472
6 962 850 § 962 850 6470 255 6470155
7 977 161 7977 161 TR V27 7 271 627
822 374 822 374 71000 771000
556 104 556 104 550 000 550 000
126 528 128 528 271128 271 129
1 507 006§ % 507 006 1592129 1592129
22 644 -
- - 8932 485

Section 57 managers
Hambe District Municipalily has a 100%)holding in llembe
Development Enterprise (Ply) Lid.

Refer fo note 23 & 24

- (1268 537) - {12 657 884}

- 19 573 046 . 16 708 146

- - . 153 731
1166 754 1289112

46



41

42
a2t

ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
NOTES TG THE FINANCIAL STATEMENTS
As at 30 June 2016

GROUP 1OM GROUP DM
2018 2016 2015 2015
R R R R

EVENTS AFTER THE REPQRTING DATE

Or 28 July 2016 the council of iLembe District Mynicipality approved debt impaimment, asset impairment, inventory adjustments and certified as
irecoverable unauthorized, imegular, fruitless and wasteful expenditure and reclassification of imegular expenditure gs daviations in terms of circular
68, that existed as at 30 June 2018, This resulied in adjusling post balance sheet evenls in terms of GRAP 14,

The effect en the reported figures is as follows:

Statement of finansial position

Decrease in Consumer Debtors (9 806 065} {9 806 065) {23 800 126) {23 800 126)
Decrease in carrying amount of property, plant & equipment as are {4 042 179} {4042179) B3 736 018 83736018
Decrease in inventary - - - -

Statement of financiat performance

increase in total depreciation, impairment and amortisation 69 680 117 69 660 117 {83 736 016) {83 736 015)
Increase in repairs and maintenance 97 678 134 87 678 134 - -
Disclosures

Degrease in Imegular expenditure {1 428 555} {1 428 555) 2590 940 2590 940
Decrease in fruilless and wasteful expenditure 105 927 105 827 130 295 130 295
Decrease in unauthorized expenditure 37637473 37 637473 24 B77 095 24 877 095
Increase in deviations 4 609 288 4 609 288 45 600 48 600
RISK MANAGEMENT

Maximum credit risk exposure

Credit risk is the risk that a counter party to a finarcial insirument will fall o discharge an obligation and cause the municipality to incur a financiat loss.

Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. The municipality only deposits cash with major banks with high quality
credit standing and fimits exposure to any one counter-party.

Trade receivables comprise a widespread cusiomer base. Management evaluales credit risk relating to customers on an ongoing basis. If customers
are independently rated, these ratings are used. Othenwise, if there is no independent rating, fisk centrol assesses the eredit quality of the customer,
taking Into account its financial position. past experience and other factors.

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

Consumer debtors 211612 744 211612 744 208 575879 209 575 679
Other debtors 147 005 337 147 005 337 74 186 007 74 186 067
358 618 081 358 618 081 283 761 6BS 281 761 635
Ageing of consumers
Current {0 — 30 days} 13 843 597 13843 597 13001 169 13001 169
31-60 Days 4 046 940 9046 940 12 783 500 12 783 500
61-90 Days 10 819 864 10 818 864 6 854 057 8 854 037
91-120 Days G 146 237 6 146 237 7 568 493 7 568 493
421 - 365 Days 9001 545 9 001 545 7916 899 7 816 899
+ 385 Days 162 754 580 162 754 560 159 451 561 159 451 561
Total 211 612 744 211612744 209 875 679 209 575 679
Less: Provision for bad debts (132337 373) 132 337 373 (88 862 1771 {68 B62 177}
Net consumer debtors 78 275 370 79 275 370 120 750 771 120 791 377
Cash and cash equivalents 36 142 917 35916 2B7 13 105 664 31 663 096
Other investments 24 419 710 24419740 22 982 423 22 982 423
60 562 827 60 335 957 36 088 267 54 845 519

‘These balances represent the maximum exposure 1o credit risk.

4£2.2 Liguidity risk

Liquidity risk is the risk that the municipality will not be able to meet its ebligations as they fall due. The municipalities approach to managing liquidity
risk is to ensure that sufficient liquidity is avaitable to meet its liabifities when due; without incurring uracceptable losses or risking damage 1o the
Municipalities reputation.

The municipality's risk to fiquidity is a result of the funds available te cover future commitments, The municipality manages liguidity risk through an
ongoing review of future commitments and credit facilities.

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored.
Tke Municipalilies liability are backed by appropriate assets and it has significant liquid resgurces,

The table below analyses the municipality's financial lrabililies into refevant maturity groupings based an {he remaining period at the Statement of
Pinangial Position to the contractual maturity date. The amounts disclosed in the table are the contracleal undiscounted cash flows.

Within a year Betwean 2to0 5
2016 years Totaf
Gross finance lease obligations 15463 776 798¢ 147 23443923
Barrowings 5884 775 77 958 904 83 823679
Trade and other payables 349460 180 . 349 460 180
Other 1014 311 6962 850 7 977 16
371 803 042 92 501 901 464 704 943
Between 2to 5 Total
2018 Within a year years
Gross finance lease cbiigations 8426 310 23196 864 31622234
Bomowings 1516 041 89 866 402 91 382443
Trade anc other payables 276 €54 494 - 276 654 494
Other B01 472 § 470 155 7 271 627
287 398 377 119 533 421 406 931 797
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ILEMBE DISTRICT MUNICIPALITY AMD ITS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
As at 30 June 2016

GROUP DM GROUP DM
2446 216 2045 2015
R R R R

42,3 Interest rate risk

The Municipality is not exposed to interest rate risk on its financial liabilities. All of the Municipality's interest bearing external loan libailities are fixed
inlerest loans.

The municipality’s interest rate risk arises from long-tem borrowings. Borrowings issued at variable rales expese the group to cash flow interest rate
risk. Borrowings issued at fixed rates expose the municipality to fair value interest rate risk,

The Municipality is exposed to fairvalue interest rate on its extemal loan liabilities , which are all fixed interest rates.
At year end, financial instuments exposed to interest rate risk were as follows:

Cash and cash equivalents 36 142 917 35 616 287 13 105 BG4 31 863 096
Other invesiments 24 415710 24419710 22 982 423 22982423
Gross finance lease obligations 23 443923 23443 923 § 828 Ba7 31623234
Bormowings B4 611 487 B4 611 487 92 233 374 91 382 443
Consymer debtors 2114 612 744 211612 744 209 575 678 209 575 679

42.4 Foreign Currency Risk

Municipafity has a threg year contract {or the deployment of Microsoft share point with Microsoft.

Atyearend

Foreign exchange losses wers; 422 371 422371 6245 6245
Foreign exchange liability was: 1962 805 1962 805 144 376 144 376
Sensitivity analysis:

The Spot rate at 30 June 2016 was 15,0363, should the spot rate increase by 10% the foreign liability will be R 2 1548 085,07 and the toreign loss will
increase to R 464 607.75.39. Should the spot rate decrease by 10 % the forex fiability will be R 1 766 524.15 and the Forex loss will decrease o R

380 133.61,
43 RESTATEMENT OF COMPARATIVE INFORMATION
Restated Restated Prior Year Prior Year
Statement of Financial Performance: Comparative Comparativa Disclosure Disclosure

The items listed below have been reclassified from general expenses to contracted services
Capital Expaenditure
« Assets Under Construction - -

Contracted Services

+ Rental of Premises 119713 -
- Lease of Vehicles 539 541
- Security 300 961 -

The items listed below have been reclassified from general expenses and are separately disciosed
General Expenses

- Rental of Premises 53 142 -
- {.ease of Vehicles 403 781
- Security 32112

44 OPERATING LEASES
The future minimum lease payments payable under eperating leases for the actual liability are as follows:

No later than 1 year 66 744 99 789
Later than 1 year and no iater than 5 years 16 632
66744 116 421

The entity is the lessee of office property at Wame House, the lease is for 2 years and it commenced cn the 1 September 2014 and lerminate on the
31 August 2016.The |2ase has been extended te January 2017

45 TRANSFER OF AGRICULTURAL PROJECTS

The process of transterring the following agricultural assets presently disclosed as PFE Agriculture, Binlogical Assets and Projects Under Construction

will begin:

Bio Diesel 5777328 5777 329
Norih Coast Vireyards 1174 400 1740 000
Agri Processing Facifities 11924 407 13 527 563
Meringa Plantations 1064 800

18 876 136 22 078 692

$Special Purpese Vehicles (SPYs) will be established and the
assets will be transferred into these SPVs.,
In anticipation of the transfer of assets the following companies hav

Rocabax [Piy] Lid; Rocablox {Pty) Lid and Rocabix (Pty) Lid

Bank accounts have been opened in the names of the three companies.
To date due 1o the assets having not been transfarred to the SPVs the
above companies have not lraded apart from the proceeds from the sale
of agriculiural produce being deposited into the bank account of Rocabax
{Pty) Lid

An agreement was antared inle on 28 September 2012 between
Entorprise Hembe and Coation Trading 596 CC Trading as Romac Farm
and Black Balance Prejects (Pty) Lid in respect of the fraditional

Romac Famm pulied out of ihe said agroement on 28 February 2014 due
to operational issues. The entily is busy vath ownership and sustainability
medols for ihe Agti Hubs procass befere transferes are done.

A service provider has baan appointed to repart recommendations on the
bost modol to transfor these assets to communilios.
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