UNITY IN DEVELOPMENT

[These financial statements have not been audited]
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EMALAHLENI MUNICIPALITY

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016

GENERAL INFORMATION

NATURE OF BUSINESS
Emalahleni Municipality is a local municipality performing the functions as set out in the Constitution. (Act no 108 of 1986)

COUNTRY OF ORIGIN AND LEGAL FORM

Emalahleni Municipality is a South African Category B Municipality (Local Municipality) as defined by the Municipal Structuras Act.
{Act no 117 of 1898)

JURISDICTION
The Emalahleni Municipality includes the following towns and surrounding rural areas:

Dordracht
Indwe
Lady Frere

MUNICIPAL MANAGER
Dr. 5. W. Vatala

CHIEF FINANCIAL OFFICER
GP De Jager

REGISTERED OFFICE
Emalahleni Municipality; 37 Indwe Road: Lady Frere: 5410

AUDITORS
Office of the Auditor Ganeral

PRINCIPLE BEANKERS
Standard Bank; 92 Cathcart RD; Queanstown; 5320

RELEVANT LEGISLATION

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

The Income Tax Act

Value Added Tax Act

Municipal Structures Act (Act no 117 of 1588)

Municipal Systems Act (Act no 32 of 2000)

Municipal Planning and Performance Management Regulations
Water Services Act (Act no 108 of 1997)

Housing Act (Act no 107 of 1987)

Municipal Property Rates Act (Act no 6 of 2004)
Electricity Act (Act no 41 of 1887)

Skills Development Levies Act (Act no 9 of 1999)
Employment Equity Act (Act no 55 of 1988)
Unemployment Insurance Act (Act no 30 of 1966)

Basic Conditions of Employmant Act (Act no 75 of 1897)
Supply Chain Management Regulations, 2005
Collective Agreements

Infrastructure Grants

SALBC Leave Regulations
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COUNCILLORS

1 Myukwana, M.
2 Lali, N.

3 Liwani, 5.

4 Kalolo, D.5.
5 Kulashe, T.

6 Twala, B.P.

7 Mkasala, K,
B Moal, L.

9 Konl, N.F.
10 Ziduli, N.
11 Bobotyana, H.C.
12 Mapete, P.
13 Qashani, N.
14 Peter, N.
15 Nobaza, P.

16 Dudumashe, T.R.

17 Gwegwana, L.
18 Teka, Z.H.

19 Dyonase, Z.
20 Kraga, M.

21 Godla, M.

22 Mnyuka, 5.
23 Komani, B.
24 Papiso, £.

25 Jordaan, V.
26 DIikilii, M.

27 Helana, M.
28 Ndlela, T.R.
29 Mjezu, K.

30 Grayling, P,
31 Mketsu, Z.
32 Kwatshana, T.
33 Sixishe, TD.
34 Boklainl, SN

EMALAHLENI MUNICIPALITY

MEMBERS OF THE EMALAHLENI MUNICIPALITY

Mayor ANC
Speakar ANC
Chiaf Whip ANC
Executive Committea ANG
Executive Committee ANC
Executive Committes AMNC
Executive Committea pan time ANC
Chariperson of Seclion 78 Commities  ANC
Councillor ANC
Councillor ANC
Councilior ANC
Councilior ANC
Councillor ANC
Councillor ANC
Councllior ANC
Councilior ANC
Counciltor ANC
Councillor ANC
Councilior ANC
Councilior ANC
Councilior ANG
Councillor ANC
Councilicr ANC
Councillor ANC
Councillor ANC
Councilior oM
Councllior ANC
Councilior DA
Councilior LioM
Councilior DA
Counglllor COPE
Counciltor PAM
Councllior ANC
Councillor
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Mayor Ward 8

Speaker Ward 13

Executive Committes Ward 6
Executive Committes Ward 7
Executive Committea Ward 11
Exacufive Committes Ward 10
Exacutive Committea Ward 2
Ward Councillor 2

Ward Councillar 1

Ward Councillor 3

Ward Councillor 4

Ward Councillar 5

Ward Councillor 6

Ward Councillor 7

Ward Councillor 8

Ward Councillor §

Ward Councillor 10

Ward Councillor 11

Ward Councillor 12

Ward Councifior 13

Ward Councilior 14

Ward Counciior 15

Ward Councilior 16

Proportional Ward 17

Proporional Ward 4
Progortional Ward 14
Proportional Ward 17

Proportional Ward 12
Propartional Ward 10

Proportional Ward 14

Proportional Ward 5

Proportional Ward 16

Proporional Ward 3

Proportional Ward 10



APPROVAL OF FINANCIAL STATEMENTS

| am responsible for the preparation of thase annual financial statements year anded 30 June 2015, which
are set out on pages 1 toB%in terms of Section 126 (1) of the Municipal Finance Management Act and
which | have signed on behalf of the Municipality. The annual financial statements have been praparad i
accordance with GRAP.

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

| have reviewed the Municipality's cash flow forecast for the year to 30 June 2016 and s satisfied that the
Municipality can continue in operational existenca for the foreseeable future,

The external auditors are responsibla for independently reviewing and reporting on the Municipality's
financlal statements.

| certify that the remuneration of Councillors and in-kind benefits are within the upper limits of the
framewaork envisaged in Section 218 of the Constitution, read with the Remunearation of Public Officer
Bearers Act and the Minister of Provincial and Local Government's determination in accordance with this
Act,

__30 AUGUST 2015

Or. 5. W, Date
ACCOUNTING OFFICER
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EMALAHLENI MUNICIPALITY

STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2016

NET ASSETS AND LIABILITIES

Met Assets
Accumulated Surplus/{Deficit)
Mon-Current Liabilities

Long-term Liabilities
Employee benefits
Mon-Current Provisions

Current Liabilities

Current Employee benefits

Provisions

Payables from exchange transactions

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

Liabilities associated with Discontinued Operations

Total Net Assets and Liabilities
ASSETS

Mon-Current Assets

Property, Plant and Equipment
Investment Property
Capitalised Restoration cost
Intangible Assets

Heritage Assets

Current Assets

Receivables from exchange transactions
Receivables from non-exchange transactions

Unpaid Conditional Government Grants and Receipts
Operating Lease Asset

VAT

Cash and Cash Equivalents

Total Assets
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MNotes

Fae

R~ @

10
"
12
13

14
16

16

17

2016 2015
R R
410 145 516 406 169 906
410 145 516 406 169 906
7 000 234 6241 284
205 485 546 924
6 704 748 5 694 360
(0) 0
40 974 839 37 201 143
7 129 458 7097 272
10 525 917 11514835
21 809 158 17 977 075
1157 442 348 701
352 864 263 459
2 265 864
458 120 588 451 878 197
—=

412 B48 269 395 298 224
408 287 626 388 475 177
4247 340 6 433 760
130 767 206 751
182 536 182 536
45 272 319 56 579 971
7 469 630 18 389 276
2 826 452 4192 596
82 746 77 416
6 597 929 2 144 284
28 285 562 31 776 400
458 120 588 451 878 197




EMALAHLENI MUNICIPALITY

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2016

2015 2015 2018 2018
Correction
P
Notes Actual Restated of W‘“"‘“’“’
Error
R R R R
REVENUE
Revenue from Non-exchange Transactions 181 677 990 148 368 883 - 148 389 883
Taxation Revenue 3744 290 3718278 - ameare
Property rates 18 araazan ||| a71e278 | Il smears
Transfer Revenue 175 804 259 143 279 952 - 143 278 852
Govemment Granis and Subsidies - Capiial 19 30 614 700 30 380 22? - 30 388 237
Government Grants and Subsidies 19 145 189 559 112 880 ?25 - 112 880 725
Other Revenueo 2 129 440 4 390 653 - 1390 853
Actusrial Gaing 164 568 - G268 454
Reversal of impairment B35 644 Wﬂﬂ - 10 341
Reversal of contribution kandfiil site rehabilitation cost 888718 -
Fines 81 510 107 m - 107 783
Contributed Assats 250 000 346 075 B 346 075
Revenue from Exchange Transactions 22 482 553 22 244 529 - 22 244 529
Service Changes 20 11 588 216 11 170 543 - 11 178 543
Rental of Facllities and Equipment 738 596 720 781 - T20TH
Interest Eamed - extemnal investments. 21 3846 124 3340 948 . 3348 848
Interast Earnad - outstanding deblons 21 4 532 958 3 626 802 - 3 928 6802
Licences and Permits 444 382 482 087 - 482 087
Agency Servicas 58 723 B5 T02 - 85 702
Oiher Income 22 782 583 2 638 845 - 2 536 845
Gain on disposal of Property, Plant and Equipment 358 980 - - -
Total Revenue 204 140 543 170 634 411 . 170 634 411
EXPEMDITURE
Employea related costs 23 53213170 42 7BT 584 4 956 42 TB2 608
Remuneralion of Councillors 24 10 B&4 838 10 103 758 - 10 103 TE8
Dbt Impairment 25 T THT 477 13 587 042 - 13 58T 042
Depreciation and Amortisation 25 22 801 815 23 00T 50T B40 &80 22 0B8 517
Impairments 10,11,12 - 9 247 688 - 9247 688
Repairs and Maintenance b 7019682 5 285870 202 871 5083 203
Finance Charges 2 822 053 TBE 020 - 788 8928
Bulk Purchases ] 151625 8093 14 800 208 - 14 BOS 208
Contracted services & BZ2 448 5614 118 48 728 5 584 300
Other Operating Grant Expenditure 0 2B 906 458 23215458 155 000 23080 456
General Expenses M 41 552 053 34 569 Ta2 887 837 33571858
Loss on disposal of Property, Plant and Equipmant o 1a1 107 1147 468 f 1147 408
Total Expenditure 202 430 798 184 142 530 2 351 280 181 791 280
Discontinued Operations 48.2 (2 265 B54) - - =
NET SURPLUSHDEFICIT) FOR THE YEAR 3975 608 (13 508 119) (2 351 280) {11 156 838)
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EMALAHLENI MUNICIPALITY

STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2016

Balance at 1 JULY 2014
Correction of errors

Restated Balance at 1 JULY 2014
Net Deficit for the year

Balance at 30 JUNE 2015
Met Surplus for the year

Balance at 30 JUNE 2016

Page 6

Accumulated

Surplus/(Deficit) G
R R
469 543 323 469 543 323
(49 865 298) (49 865 208)
419 678 025 419 678 025
(13 508 119) (13 508 119)
406 169 906 406 169 906
3975 608 3975 608
410 145 514 410 145 514
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EMALAHLENI MUNICIPALITY

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2016

CASH FLOW FROM OPERATING ACTIVITIES

Receipts
Ratepayers and other
Government - operating
Government - capital
Interast

Payments
Suppliers
Employeas
Councillors
Finance charges

Cash generated by operations

CASH FLOW FROM INVESTING ACTIVITIES
Purchase of Property, Plant and Equipment
Proceeds on disposal of PPE

Purchase of Heritage Assets

Purchase of Intangible Assets

Met Cash from Investing Activities

CASH FLOW FROM FINANCING ACTIVITIES
Loans repaid
{Decrease)/Increase in Consumer Deposits

MNet Cash from Financing Activities
NET (INCREASE) [IDECREASE IN CASH AND CASH EQUIVALENTS

Cash and Cash Equivalents at the beginning of the year

Cash and Cash Equivalents at the end of the year
MET INGREASE / (DECREASE) IN CASH AND CASH EQUIVALENTS

Page 7

Notes

19
19

8 BEB

13

12

30 JUNE 2018 30 JUNE 2015
R R

23739 723 (1107 62

145 189 559 112 880 72!

30 614 700 28 981 27!

8 479 083 7 279 55

(104 144 665) (78 877 39

(47 804 202) (40 B41 93

(10 884 836) (10 103 75

(120 034) (57 78

24 060 328 18 153 06

(48 503 117) (36 827 58

359 989

p (58 53

(10 950) (70 08

(48 154 078) (36 956 18

(296 088) (413 72

(296 088) (413 74

(3 480 837) (19 216 8¢

—

31 776 400 50993 2¢

28 295 562 31776 4l

(3 480 838) (19 216 8!
— ——
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EMALAHLENI MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016

1. ACCOUNTING PRINCIPLES AND POLICIES APPLIED IN THE FINANCIAL STATEMENTS

1.1.

1:2.

1.3.

BASIS OF PREPARATION

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

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

Accounting policies for material transactions, events or conditions not covered by the GRAP
reporting framework , have been developed in accordance with paragraphs 8, 10 and 11 of
GRAP 3 (Revised — March 2012) and the hierarchy approved in Directive 5 issued by the
Accounting Standards Board.

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

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

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

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

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

PRESENTATION CURRENCY

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

GOING CONCERN ASSUMPTION

These annual financial statements have been prepared on a going concern basis.
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EMALAHLENI MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016

1.4. COMPARATIVE INFORMATION

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

1.5 AMENDED DISCLOSURE POLICY

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

1.6. MATERIALITY

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

1.7. PRESENTATION OF BUDGET INFORMATION

The presentation of budget information is prepared in accordance with GRAP 24 and based
on the Municipal Budget and Reporting Regulations format. The comparison of budget and
actual amounts are disclosed as separate additional financial statements, namely
Statements of comparison of budget and actual amounts.

Budget information is presented on the accrual basis and is based on the same period as the
actual amounts, i.e. 1 July 2014 to 30 June 2015. The budget information is therefore on a
comparable basis to the actual amounts,

The comparable information includes the following:

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

Explanations for differences between the approved and final budget are included in the
Statements of Comparison of Budget and Actual Amounts.

Explanations for material differences between the final budget amounts and actual amounts
are included the Statements of Comparison of Budget and Actual Amounts. Material
differences are being defined by Management as 10% of a specific line-item with @ minimum
of R1 million.

The disclosure of comparative information in respect of the previous period is not required in
terms of GRAP 24.
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1.8. STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE

GRAP 18 Segment Reporting is effective from 1 April 2015.

The implementation of

GRAP 18 is delayed, in terms of Directive 5, for municipalities for the 2015/16 financial

year.

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

Standard

Description

Effective Date

GRAP 20
(Original — June 2011}

Related Party Disclosure

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

The Municipality resclved to formulate an accounting
policy based on the disclosure requirements as per
GRAP 20. The information is therefore included in
the financial statements.

Unknown

GRAP 32
(Original — Aug 2013)

Service Concession Arrangements: Grantor

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

Mo significant impact is expected as the
Municipality's current treatment is already in line with
the Standards treatment.

Unknown

GRAP 105
(Original — Nov 2010)

Transfer of Functions Between Entities Under
Common Control

The abjective of this Standard is to establish
accounting principles for the acquirer and transferor
in a transfer of funcltions between entities under
commeon control.

No significant impact is expected as the Municipality
does not participate in such business transactions
and no such transactions or events are expected in
the foreseeable future.

1 April 2015

GRAP 106
(Original - Nov 2010)

Transfer of Functions Between Entities Not
Under Common Control

The aobjective of this Standard Is to establish
accounting principles for the acquirer in a transfer of

1 April 2015
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functions between entities not under common
control,

No significant impact is expected as the Municipality
does not participate in such business transactions
and no such transactions or events are expected in
the foreseeable future.

GRAP 107
{Original — Nov 2010)

Mergers

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

Mo significant impact is expected as the Municipality
does not participate in such business transactions
and no such transactions or events are expected in
the foreseeable future,

1 April 2015

GRAP 108
(Original — Sept 2013)

Statutory Receivables

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

The Municipality has revolved to adopt the principles
as set out in GRAP 108 to formulate its own
accounting policy.

Unknown

IGRAP 11

Consolidation - Special Purpose Entities (SPE)

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

Mo significant impact is expected as the Municipality
does not have any SPE's at this stage.

1 April 2015

IGRAP 12

Jointly Controlled Entities non-monetary
contributions

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

Mo significant impact is expected as the Municipality
does not have any JCE's at this stage.

1 April 2015

These standards,

1.9. LEASES

amendments and interpretations will not have a significant impact on
the Municipality cnce implemented.

1.9.1  Municipality as Lessee
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1.8.2

1.10.

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

Subsequent to initial recognition, the leased assets are accounted for in accordance with
the stated accounting policies applicable to property, plant and equipment, investment
property or intangibles assets, 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 relating to de-recognition of financial instruments are applied to lease
payables.

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

Municipality as Lessor

Under a finance lease, the Municipality recognises the lease payments 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, plus any unguaranteed residual
accruing to the Municipality, discounted at the interest rate implicit in the lease. The
receivable is reduced by the capital portion of the lease instalments received, with the
interest portion being recognised as interest revenue on a time proportionate basis. The
accounting palicies relating to de-recognition and impairment of financial instruments are
applied to lease receivables.

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

UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS

Conditional government grants are subject to specific conditions. If these specific
conditions are not met, the monies received are repayable.
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111,

112,

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

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

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

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

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

= Interest earned on the investment is treated in accordance with grant conditions. If
it is payable to the funder it is recorded as part of the creditor. If it is the
Municipality's interest, it is recognised as interest earned in the Statement of
Financial Performance.

UNPAID CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS

Unpaid conditicnal grants are assets in terms of the Framework that are separately
reflected on the Statement of Financial Position. The asset is recognised when the
Municipality has an enforceable right to receive the grant or if it is virtually certain that it
will be received based on that grant conditions have been met. They represent unpaid
government grants, subsidies and contributions from the public,

The following provisions are set for the creation and utilisation of grant receivables:

= Unpaid conditional grants are recognised as an asset when the grant is receivable.

PROVISIONS

Provisions are recognised when the Municipality has a present legal or constructive
obligation as a result of past events, it is probable that an outflow of resource embodying
economic benefits or service potential will be required to 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 of future outflows of resources. Where
the effect is material, non-current provisions are discounted to their present value using a
discount rate that reflects the market's current assessment of the time value of money,
adjusted for risks specific to the liability.

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

Future events that may affect the amount required to settle an obligation are reflected in
the amount of a provision where there is sufficient objective evidence that they will occur,
Gains from the expected disposal of assets are not taken into account in measuring a
provision. Provisions are not recognised for future operating losses. The present
obligation under an onerous 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:
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1.13.

1.13.1

{a) The Municipality has a detailed formal plan for the restructuring identifying at least:

the business or part of a business concerned;
the principal locations affected:
« the location, function and approximate number of employees who will be
compensated for terminating their services;
¢ the expenditures that will be undertaken; and
when the plan will be implemented.

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

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

EMPLOYEE BENEFITS

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

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

Post-Retirement Medical Obligations

The Municipality provides post-retirement medical benefits by subsidizing the medical aid
contributions of certain retired staff according to the rules of the medical aid funds.
Council pays 60% as contribution and the remaining 40% are paid by the members. For
retired members, Council pays 70% as contribution and the remaining 30% are paid by
the members. The entitlement to these benefits is usually conditional on the employee
remaining in service up to retirement age and the completion of a minimum service
period. The present value of the defined benefit liability is actuarially determined in
accordance with GRAP 25 — Employee benefits (using a discount rate applicable to high
guality government bonds). The plan is unfunded.

These contributions are charged to the Statement of Financial Performance when
employees have rendered the service entitling them to the contribution. The liability was
calculated by means of the projected unit credit actuarial valuation method. The liability in
respect of current pensioners is regarded as fully accrued, and is therefore not split
between a past (or accrued) and future in-service element. The liability is recognised at
the fair value of the obligation. Payments made by the Municipality are set-off against the
liability, including notional interest, resulting from the valuation by the actuaries and are
charged against the Statement of Financial Performance as employee benefits upon
valuation.

Actuarial gains and losses arising from the experience adjustments and changes in
actuarial assumptions, is charged or credited to the Statement of Financial Performance
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1.13.2

1.13.3

1134

1.13.5

1.13.6

in the period that it occurs. These obligations are valued periodically by independent
qualified actuaries.

Long Service Awards

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

Actuarial gains and losses arising from the experience adjustments and changes in
actuarial assumptions, is recognised in the Statement of Financial Performance in the
period that it occurs. These cbligations are valued pericdically, unless circumstances
change significantly in which case it is done annually, by independent qualified actuaries.

Staff Leave accrued

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

Accumulating leave is carried forward and can be used in future periods if the current
period's entittement is not used in full. All unused leave will be paid out to the specific
employee at the end of that employee's employment term. Unused leave is being capped
at 48 days.

Accumulated leave is vesting.

Staff Bonuses Accrued

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

Provision for Performance Bonuses

A provision, in respect of the liability relating to the anticipated costs of performance
bonuses payable to Section 57 employees, is recognised as it accrue to Section 57
employees.  Municipal entities’ performance bonus provisions are based on the
employment contract stipulations as well as previous performance bonus payment
trends.

Pension and retirement fund obligations
The Municipality provides retirement benefits for its employees and councillors.

Defined contribution plans are post-employment benefit plans under which the
Municipality pays fixed contributions into a separate entity (a fund) and will have no legal
or constructive obligation to pay further contributions if the fund does not hold sufficient
assletds to pay all employee benefits relating to employee service in the current and prior
periods.
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1.13.7

1.14.

1.15.

1.15.1

The contributions to fund obligations for the payment of retirement benefits are
recognised in the Statement of Financial Performance in the year they become payable.

The defined benefit funds, which are administered on a provincial basis, are actuarially
valued tri-annually on the projected unit credit method basis. Deficits identified are
recovered through lump sum payments or increased future contributions on a
proportional basis to all participating municipalities. The contributions and lump sum
payments are recognised in the Statement of Financial Performance in the year they
become payable. Sufficient information is not available to use defined benefit accounting
for a multi-employer plan. As a result, defined benefit plans have been accounted for as
if they were defined contribution plans.

Other Short-term Employee Benefits

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

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

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

BORROWING COSTS

Borrowing costs directly attributable to the acquisition, construction or production of
gualifying assets are capitalised to the cost of that asset.

The amount of borrowing costs that the Municipality capitalises during a period does not
exceed the amount of borrowing costs it incurred during that period. The Municipality
ceases the capitalisation of borrowing costs when substantially all the activities to
prepare the asset for its intended use or sale are complete. Borrowing costs incurred
other than on qualifying assets are recognised as an expense in the Statement of
Financial Performance when incurred.

PROPERTY, PLANT AND EQUIPMENT
Initial Recognition

Property, plant and equipment are tangible non-current assets (including infrastructure
assets) that are held for use in the production or supply of goods or services, rental to
others, or for administrative purposes, and are expected to be used during more than one
year. The cost of an item of property, plant and equipment is recognised as an asset if,
and only if it is probable that future economic benefits or service potential associated with
the item will flow to the Municipality, and the cost or fair value of the item can be
measured reliably. ltems of property, plant and equipment are initially recognised as
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1.15.2

1.15.3

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

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

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

Where an item of property, plant and equipment is acquired in exchange for a non-
meonetary asset or monetary assels, or a combination of monetary and non-monetary
assets, the assets acquired is initially measured at fair value (the cost). It the acquired
item’s fair value is 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 only in connection with an item of
property, plant and equipment, they are accounted for as property, plant and equipment.

Subsequent Measurement — Cost Model

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

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

Depreciation and Impairment

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

The annual depreciation rates are based on the following estimated useful lives:
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1.15.4

1.15.5

1.16.

1.16.1

Asset Class Asset Sub-grouping Useful Life (Yrs)
Land Mone Indefinite
Buildings Nane 20-100
Infrastructura Landfill Site 10-100
Electricity 2-75
Water 12 =182
Roads 2-103
Security Measures 5-350
Community Assets Cemetries & Fencing 10 =100
Halls 90 - 100
Library 80 - 100
Buildings Other 20-100
Parks and Gardens 10 - 50
Recreation 5-100
Leased Asset Mone 1-13
Heritags MNone Indefinite
Other Assels Computer Hardware 2-15
Plant and Equipment 1=20
Furniture and Other Offica Equipmaent 2-35
Vehicles and Specialised Vehicles 2-55

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

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

De-recognition

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

Land and buildings and Other Assets — application of deemed cost (Directive 7)

The Municipality opted to take advantage of the transitional provisions as contained in
Directive 7 of the Accounting Standards Board, issued in December 2009. The
Municipality applied deemed cost where the acquisition cost of an asset could not be
determined. For Land and Buildings the fair value as determined by a valuator was used
in order to determine the deemed cost as on 1 July 2010. For Other Assets the
depreciation cost method was used to establish the deemed cost as on 1 July 2010.

INTANGIBLE ASSETS
Initial Recognition
24
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1.16.2

1.16.3

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

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

» arises from binding arrangements from contracts, regardless of whether those
rights are transferable or separable from the Municipality or from other rights and
obligations.

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

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

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

» itis technically feasible to complete the intangible asset;

» the Municipality has the resources to complete the project;

e itis probable that the Municipality will receive future economic benefits or service
potential, and

= the Municipality can measure reliably the expenditure attributable to the intangible
asset during its development.

Intangible assets are initially recognised at cost.

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

Subsequent Measurement — Cost Model
Intangible assets are subsequently carried at cost less accumulated amortisation and any
accumulated impairments losses. The cost of an intangible asset is amortised over the

useful life where that useful life is finite. Where the useful life is indefinite, the asset is not
amortised but is subject to an annual impairment test.

Amortisation and Impairment

Amortisation is charged so as to write off the cost or valuation of intangible assets over its
estimated useful lives using the straight line method. Amortisation of an asset begins
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1.16.4

1.16.5

1.47.

1.17.1

when it is available for use, l.e. when it is in the condition necessary for it to be capable of
operating in the manner intended by management. Components of assets that are
significant in relation to the whole asset and that have different useful lives are amortised
separately. The estimated useful lives, residual values and amortisation method are
reviewed at each year end, with the effect of any changes in estimate accounted foron a
prospective basis. The annual amortisation rates are based on the following estimated
useful lives:

Intangible Assets Years
Computer Software 2-10

Computer Software Licenses 2-10
De-recognition

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

Application of deemed cost (Directive 7)

The Municipality opted to take advantage of the transitional provisions as contained in
Directive 7 of the Accounting Standards Board, issued in December 2009. The
Municipality applied deemed cost where the acquisition cost of an asset could not be
determined. For Intangible Assets the depreciated replacement cost method was used
to establish the deermed cost as on 1 July 2010.

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

= it is probable that the future economic benefits or service potential that are
associated with the investment property will flow to the Municipality, and

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

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

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

Transfers are made to or from investment property only when there is a change in use.

For a transfer from investment property to owner occupied property, the deemed cost for
subsequent accounting is the fair value at the date of change in use. If owner occupied
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1.17.2

1.17.3

1.17.4

1.17.5

1.18.

1.18.1

property becomes an investment property, the Municipality accounts for such property in
accordance with the policy stated under property, plant and eguipment up to the date of
change in use.

Subsequent Measurement - Cost Model

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

Depreciation and Impairment — Cost Model

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

Investment Property Years
Buildings 20-100
De-recognition

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

Application of deemed cost - Directive 7

The Municipality opted to take advantage of the transitional provisions as contained in
Directive 7 of the Accounting Standards Board, issued in December 2009. The
Municipality applied deemed cost where the acquisition cost of an asset could not be
determined. The fair value as determined by a valuator was used in order to determine
the deemed cost as on 1 July 2010.

HERITAGE ASSETS

Initial Recognition

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

A heritage asset is recognised as an asset if, and only if it is probable that future

economic benefits or service potential associated with the asset will flow to the
Municipality, and the cost or fair value of the asset can be measured reliably.
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1.18.2

1.18.3

1.18.4

1.18.5

1.18.

1.19.1

A heritage asset that qualifies for recognition as an asset, is measured at its cost. Where
a heritage asset is acquired through a non-exchange transaction, its cost is deemed to be
its fair value as at the date of acquisition.

Subsequent Measurement — Cost Model

After recognition as an asset, heritage assets are carried at its cost less any accumulated
impairment losses,

Depreciation and Impairment
Heritage assets are not depreciated

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

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

De-recognition

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

Application of deemed cost - Directive 7

The Municipality opted to take advantage of the transitional provisions as contained in
Directive 7 of the Accounting Standards Board, issued in December 2009. The
Municipality applied deemed cost where the acquisition cost of an asset could not be
determined. The fair value as determined by a valuator was used in order to determine
the deemed cost as on 1 July 2010,

IMPAIRMENT OF NON-FINANCIAL ASSETS

Cash-generating assets

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

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

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

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

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

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

(b) Internal sources of information
¢ Evidence is available of obsolescence or physical damage of an asset.

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

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

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

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

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

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

An assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If
such indication exists, the Municipality estimates the asset's or CGU's recoverable
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1.19.2

amount. A previously recognised impairment loss is reversed only if there has been a
change in the assumptions used to determine the assetf's recoverable amount since the
last impairment loss was recognised. The reversal is limited so that the carrying amount
of the asset does not exceed its recoverable amount, nor exceed the carrying amount
that would have been determined, net of depreciation, had no impairment loss been
recognised for the asset in prior years. Such reversal is recognised in the Statement of
Financial Performance.

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

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

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

(a) External sources of information

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

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

(b} Internal sources of information
* Evidence is available of physical damage of an asset.

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

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

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

An asset's recoverable service amount is the higher of a non-cash-generating asset's fair
value less costs to sell and its value in use. If the recoverable service amount of an asset
is less than its carrying amount, the carrying amount of the asset is reduced to its
recoverable service amount. That reduction is an impairment loss is recognised in the
Statement of Financial Perfermance.
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1.20.

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

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

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

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

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

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

The Municipality assesses at each reporting date whether there is any indication that an
impairment loss recognised in prior perieds for an asset may no longer exist or may have
decreased. If any such indication exists, the Municipality estimates the recoverable
service amount of that asset,

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

INVENTORIES

1.20.1 Initial Recognition
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1.20.2

1.21.

1.21.1

1.21.2

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

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

Subsequent Measurement

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

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

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

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

Initial Recognition

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

Subsequent Measurement
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Financial assets are categorised according to their nature as either financial assets at fair
value, financial assets at amortised cost or financial assets at cost. Financial liabilities
are categorised as either at fair value or financial liabilities carried at amortised cost. The
subsequent measurement of financial assets and liabilties depends on this
categorisation.

1.21.2.1

1.21.2.2

Receivables

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

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

and collectively assesses them for impairment. Assets that are individually assessed
for impairment and for which an impairment loss is, or continues to be, recognised
are not included in a collective assessment of impairment.

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

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

Payables and Annuity Loans

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

1.21.2.3 Cash and Cash Equivalents

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

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

1.21.2.4 Non-Curmrent Investiments

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

Where investments have been impaired, the carrying value is adjusted by the

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

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

The carrying amounts of such investments are reduced to recognise any decline,
other than a temporary decline, in the value of individual investments.

1.21.3 De-recognition of Financial Instruments

1.21.3.1 Financial Assets

A financial asset (or, where applicable a part of a financial asset or part of a group of
similar financial assets) is derecognised when:

« the rights to receive cash flows from the asset have expired; or

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

When the Municipality has transferred its rights to receive cash flows from an asset
or has entered into a pass-through arrangement, and has neither transferred nor
retained substantially all the risks and rewards of the asset nor transferred control of
the asset, the old asset is derecognised and a new asset is recognised to the extent
of the Municipality's continuing involvement in the asset.
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Continuing involvement that takes the form of a guarantee over the transferred asset
is measured at the lower of the original carrying amount of the asset and the
maximum amount of consideration that the Municipality could be required to repay.

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

1.21.3.2 Financial Liabilitie

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

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

1.21.4 Offsetting of Financial Instruments

1.22

1.22.1

1.22.2

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

STATUTORY RECEIVABLES

Statutory receivables arise from legislation, supporting regulations, or similar means and
reguire settlement by another entity in cash or ancther financial asset Statutory
receivables can arise from both exchange and non-exchange transactions.

Initial Recognition

Statutory receivables are recognised when the related revenue is recognised.
Measurement

The Municipality initially measures the statutory receivables at their transaction amount.
The Municipality measure statutory receivables after initial recognition using the cost
method. Under the cost method, the initial measurement of the receivable is changed
subsequent to reflect any:

(a) interest or other charges that may have accrued on the receivable;

(b} impairment losses; and

(c) amounts derecognised.

The Municipality assesses at each reporting date whether there is any indication that a

statutory receivable may be impaired. If there is an indication that a statutory receivable
may be impaired, the Municipality measures the impairment loss as the difference
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1.22.3

1.23.

1.23.1

between the estimated future cash flows and the carrying amount. Where the carrying
amount is higher than the estimated future cash flows, the carrying amount of the
statutory receivable is reduced, through the use of an allowance account. The amount of
the loss is recognised in the Statement of Financial Performance. In estimating the future
cash flows, the Municipality considers both the amount and timing of the cash flows that it
will receive in future. Consequently, where the effect of the time value of money is
material, the Municipality discounts the estimated future cash flows using a rate that
reflects the current risk free rate and any risks specific to the statutory receivable for
which the future cash flow estimates have not been adjusted.

An impairment loss recognised in prior periods for a statutory receivable is revised if there
has been a change in the estimates used since the last impairment loss was recognised,
or to reflect the effect of discounting the estimated cash flows. Any previously recognised
impairment loss is adjusted by adjusting the allowance account. The amount of any
adjustment is recognised in the Statement of Financial Performance.

Derecognition

The Municipality derecognises a statutory receivable when:

(a) the rights to the cash flows from the receivable are settled, expire or are waived;

(b) the Municipality transfers to another party substantially all of the risks and rewards of
ownership of the receivable; or

(c} the Municipality, despite having retained some significant risks and rewards of
ownership of the receivable, has transferred control of the receivable to another party
and the other party has the practical ability to sell the receivable 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:

(i} derecognise the receivable; and
(ii) recognise separately any rights and obligations created or retained in the transfer.

REVENUE
Revenue from Non-Exchange Transactions

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

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

Revenue from property rates is recognised when the legal entittement to this revenue
arises. At the time of initial recognition the full amount of revenue is recognised. If the
Municipality does not enforce its obligation to collect the revenue, this would be
considered as a subseqguent event. Collection charges are recognised when such
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amounts are legally enforceable. Rebates and discounts are offset against the related
revenue, in terms of IGRAP 1, as there is no intention of collecting this revenue.

Penalty interest on unpaid rates is recognised on a time proportionate basis as an
exchange transaction.

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

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

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

All unclaimed deposits are initially recognised as a liability until 12 months expires, when
all unclaimed deposits into the Municipality's bank account will be treated as revenue.
Historical patterns have indicated that minimal unidentified deposits are reclaimed after a
period of twelve months, This assessment is performed annually at 30 June. Therefore
the substance of these transactions indicate that even though the prescription period for
unclaimed monies is legally three years, it is reasonable to recognised all unclaimed
monies older than twelve months as revenue.  Although unclaimed deposits are
recognised as revenue after 12 months, the Municipality still keep record of these
unclaimed deposits for three years in the event that a party should submit a claim after 12
months, in which case it will be expensed.

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

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

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

1.23.2 Revenue from Exchange Transactions
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Revenue from exchange transactions refers to revenue that accrued to the Municipality
directly in return for services rendered or goods sold, the value of which approximates the
consideration received or receivable.

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

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

=  The Municipality retains neither continuing managerial involvement to the degree
usually associated with ownership nor effective control over the goods sold.

e The amount of revenue can be measured reliably.

» |t is probable that the economic benefits or service potential associated with the
transaction will flow to the Municipality.

»  The costs incurred or to be incurred in respect of the transaction can be measured
reliably.

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

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

Revenue from the sale of electricity prepaid meter cards is recognised at the point of
sale. It is estimated that pre-paid electricity is consumed within 5 to 7 days after date of
purchase. The pre-paid electricity sold, but not consumed yet at year-end is disclosed as
under Payables from Exchange Transactions in the Statement of Financial Position.

Service charges relating to refuse removal are recognised on an annual basis in advance
by applying the approved tariff to each property that has improvements. Tariffs are
determined per category of property usage, and are levied monthly based on the
recorded number of refuse points per property.

Interest revenue is recognised using the effective interest rate method.

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

Revenue arising from the application of the approved tariff of charges is recognised when

the relevant service is rendered by applying the relevant tariff. This includes the issuing
of licences and permits.
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1.24.

Revenue from the sale of goods is recognised when substantially all the risks and
rewards in those goods are passed to the consumer.

Revenue from the sale of goods is recognised when:
e Substantially all the risks and rewards in those goods are passed to the consumer;
and

»  The municipality seizes managerial involvement and control of the goods; and
e The amount of the revenue can be measured reliably, and

= |t is probable that economic benefits or service potential associated with the
transaction will flow to the municipality; and

e  The costs incurred or to be incurred can be measured reliably.

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 to
the Municipality as compensation for executing the agreed services.

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

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

In most cases, the consideration is in the form of cash or cash equivalents and the
amount of revenue is the amount of cash or cash equivalents received or receivable.

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

=  The prevailing rate for a similar instrument of an issuer with a similar credit rating;

= A rate of interest that discounts the nominal amount of the instrument to the current
cash sales price of the goods or services.

The difference between the fair value and the nominal amount of the consideration is
recognised as interest revenue.

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

RELATED PARTIES
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The Municipality resolved to formulate an accounting policy based on the disclosure
requirements as per GRAP 20 — “Related Party Disclosures”.

A related party is a person or an entity:

= with the ability to control or jointly control the other party,
* or exercise significant influence over the other party, or vice versa,
= or an entity that is subject to common control, or joint control,

The following are regarded as related parties of the Municipality:

{a) A person or a close member of that person’s family is related to the Municipality if
that person:
# has control or joint control over the Municipality.
= has significant influence over the Municipalities. Significant influence is the
power to participate in the financial and operating policy decisions of the
Municipality.
e is a member of the management of the Municipality or its controlling entity.

(b) An entity is related to the Municipality if any of the following conditions apply:
» the entity is a member of the same Municipality (which means that each
controlling entity, controlled entity and fellow controlled entity is related to the
others).

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

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

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

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

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

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

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

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

Management (formerly known as “Key Management") includes all persons having the
authority and responsibility for planning, directing and controlling the activities of the
Municipality, including:
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1.25.

1.26.

{a) all members of the governing body of the Municipality;

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

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

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

Management personnel include:

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

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

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

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

UNAUTHORISED EXPENDITURE

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

IRREGULAR EXPENDITURE

Irregular expenditure is expenditure that is contrary to the Municipal Finance
Management Act (Act No. 56 of 2003), the Municipal Systems Act (Act No. 32 of 2000,
the Public Office Bearers Act, and (Act. No. 20 of 1998) or is in contravention of the
Municipality's Supply Chain Management Policy. Irregular expenditure excludes
unauthorised expenditure. Irregular expenditure is accounted for as expenditure
{measured at actual cost incurred) in the Statement of Financial Performance and where
recovered, it is subsequently accounted for as revenue in the Statement of Financial
Performance.
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1.27.

1.28.

1.29,

1.28.1

1.29.2

1.28.3

FRUITLESS AND WASTEFUL EXPENDITURE

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

CONTINGENT LIABILITIES AND CONTINGENT ASSETS

A contingent liability is a possible obligation that arises from past events and whose
existence will be confirmed only by the occurrence or non-occurrence of one or more
uncertain future events not wholly within the control of the Municipality. A contingent
liability could also be a present obligation that arises from past events, but is not
recognised because it is not probable that an outflow of resources embodying economic
benefits will be required to the obligation or the amount of the obligation cannot be
measured with sufficient reliability. A Contingent assets usually arise from unplanned or
other unexpected events that are not wholly within the control of the entity and give rise
to the possibility of an inflow of economic benefits or service potential to the entity.

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

Management judgement is required when recognising and measuring contingent
liabilities and assets.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

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

Post-retirement medical obligations and Long service awards

The cost of post-retirement medical obligations and long service awards are determined
using actuarial valuations. The actuarial valuation involves making assumptions about
discount rates, expected rates of return on assets, future salary increases, mortality rates
and future pension increases. Major assumptions used are disclosed in note 3 of the
annual financial statements, Due to the long-term nature of these plans, such estimates
are subject to significant uncertainty.

Impairment of Receivables

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

Property, Plant and Equipment
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1.29.4

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

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

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

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

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

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

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

» costof items with a similar nature currently in the Municipality's asset register;

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

s costas supplied by suppliers.

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

Intangible Assets

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

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

For deemed cost applied to intangible assets as per adoption of Directive 7, management

used the depreciation cost method which was based on assumptions about the remaining
duration of the asset.
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1.29.5

1.28.6

1.29.7

1.28.8

Provisions and Contingent Liabilities

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

Investment Property

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

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

= The Municipality referred to buildings in other municipal areas to determine the
useful life of buildings.

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

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

Revenue Recognition

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

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

Provision for Landfill Sites

The provision for rehabilitation of the landfill site is recognised as and when the
environmental liability arises. The provision is calculated by a qualified environmental
engineer. The provision represents the net present value at the reporting date of the
expected future cash flows to rehabilitate the landfill site. To the extent that the
cbligations relate to an asset, it is capitalised as part of the cost of those assets. Any
subsequent changes to an obligation that did not relate to the initial related asset are
recognised in the Statement of Financial Performance.
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1.28.9

Management referred to the following when making assumptions regarding provisions:

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

» |Interest rates (investment rate) linked to prime was used to calculate the effect of
time value of money.

Staff leave accrued

Staff leave is accrued to employees according to collective agreements. Provision is
made for the full cost of accrued leave at reporting date. This provision will be realised as
employees take leave or when employment is terminated. Unused leave is being capped
at 48 days.

1.28.10 Provision for Performance bonuses

The provision for performance bonuses represents the best estimate of the obligation at
year end and is based on historic patterns of payment of performance bonuses.
Performance bonuses are subject to an evaluation by Council.

1.28.11 Pre-paid electricity estimation

Pre-paid electricity is only recognised as income once the electricity is consumed. The
pre-paid electricity balance (included under payables) represents the best estimate of
electricity sold at year-end that is still unused. The average pre-paid electricity sold per
day during the year under review is used and the estimate is calculated using 5 days'
worth of unused electricity.

1.29.12 Componentisation of Infrastructure assets

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

1.29.13 Impairments of assets — Capitalised Restoration Cost

1.30.

Impairment charges relating to capitalised restoration costs are linked to fluctuations in
the discount rate used to unwind the provision relating to this asset. This discount rate is
linked to the prime interest rate and any movement in this rate will result in the
impairment/reversal of impairment of the asset.

TAXES - VALUE ADDED TAX

N
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1.31.

1.32.

1.32.

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

CAPITAL COMMITMENTS

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

EVENTS AFTER REPORTING DATE

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

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

» those that are indicative of conditions that arose after the reporting date (non-
adjusting events after the reporting date).

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

DISCONTINUED OPERATIONS
Discontinued operation is a component of the Municipality that has been disposed of and:

represents a distinguishable activity, group of activities or geographical area of
operations;

is part of a single co-ordinated plan to dispose of a distinguishable activity, group
of activities or geographical area of operations; or

is a controlled entity acquired exclusively with a view to resale.

To qualify as a discontinued operation, the disposal must occur within a single co-
ordinated plan. Once the disposal plan has been approved, the Municipality reclassifies
all related assets and liabilities associated with the discontinued operations as a separate
line-item in the Statement of Financial Position. The Municipality subsequently measures
and account for assets and liabilities associated with discontinued operations in
accordance with the respective Standards of GRAP applicable to that asset or liability.

All revenue and expenditure associated with the discontinued operations is disclosed as

a one line-item in the Statement of Financial Performance. Detail of the revenue and
expenditure associated with the discontinued operations is disclosed in the notes.
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LONG-TERM LIABILITIES
Capitalised Leasa Lisbilty - At amortised cost
Hira Purchasa

Less: Cument Portion transfemad ta Curant Lisbtes
Capitalised Leass Llabity - At amonisad cost
Hirg Purchasa

Tatal Long-term Lisbilities - At amortised cost

Tha chligations under finance Inasss are schoculod below:

Amaunis payabla undar finance Eades

Payabin within one yaar
Peyable within two [ five years
Payable ater five years

Liss;  Futuro finance chigasions
Presant value of lease obligations

The capeaised lease fabdity consist out of the folowing contracts:

o
Succlior lazed jlom

Alea Offics ana Business Salutions 1 x Xerox D9SA CP PRO
Aloa Offica and Businass Salutions 2 x Xerox 7570 CRSF
Aloe Office and Businass Solutions 5 x Xorcx 5328 CPSF
Alos Offica and Business Solutisns 8 x Xorox 6505 CPSF
Aloe Office and Business Sciutions 2 x FASTBACK MOOL 20

Thae coligatons under hi'e purchass agreaments ang scheculed bl

Amounts payabia undar hiro purchase agreemants:
Payable within one year
Payabie within twa to five yaars
Payabie anar fivo years

hiss;  Fulure finance cbiigatins
Prasent value of hire purchase ciligations

Laases are secured by propany, plant and equipmant - Mole

The captaksed hine purchass liabiity consat out of the following contracts:
DeEennhon

o

Guppliar lmased iiem

Standard Bank TOYOTA COROLLA
Standard Bank MISSAN QASHOAI

The Teyata Corolla is no longer in use

w016 2018

R R

575 286 EB4 370
Taos: 146 012
B45 340 10 383
252 BG4 263 459
278 B 180 510
73083 72850
55 405 E45 Bad

Minkmum
leasn paymants

352 890 292 251
320078 551 785
672 985 854 D4l
(87 678) (188 ATS)
ETS 288 B64 370

5 ol

#¥

3 Yisars 2600572018
3 'Yoars 11082018
3 Years 2600572018
3 Yoars 260052018
25Yeans 28042018
Minimum
hire purchase payments

Ta.4m B3 448

- TE 491

TE a1 156 824

(3 428) {13 824}

T3 083 146 012

Lsass Term __Mimtunty Dl

5 Year 18082017
5 Yoars 1808207
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EMPLOYEE BENEFITS

Poat Hatinomant Benofts - Rafer to Newe 3.1

Leng Service Awards - Refar io Nobe 3.2

Tedal Mon-current Employae Benefit Liabilities

Less: Transferred to Discontinued Operations - Note 51.2
Balance 30 June

Post Retirmant Benafits

Balance 1 July

Cangribution for e year

inberest Cost

Expanditung for B yads

Ackiarial Gain

Total past retirement benefits 30 Juna
Less; Transfer of Curmant Portion - Note 5
Balance 30 June

Plusiess: Transterred to Discontinued Operations - Note 50.2
Balance 30 June

Long Service Awards

Balance 1 July

Contrioution for 1he year

Irvimrast Cost

Expenditure for ho year

Achanial LossifGain)

Total long service 30 Juns

Legs:  Transfer of Curront Portion - Nals 5
Balance 20 Jung

Less: Transferred (o Discontinued Operaticns - Note 50.2
Balance 30 June

Bakanca 1 July
Cantribution for the year
Inderest cost
Expandituna for tha year
Achunria Lessd Gain)

Tatal employes benefits 30 June
Leps:  Transber of Cumant Poricn - Mo 5

Belance 10 June
Less: Transferred to Discontinued Operations - Note 50.2
Balance 30 June

Fost Retiremant Banafits

The Post Resremnent Benafit Pan is a definod contribulicn pian, of which the mambors @e made up as folows:

Rer-memBers
Centinuntion mambaers (o.g. Retinees, widows, orphans)
Tatal Members

Thio liabiity in respoecs of past service has been estmated 1o be as folows:
In-service members

In-BBfvice NEA-MamDers

Cangnuation mombers

Total Liakility

Tha Esbilty in respect of penacs comminging prior 15 fe companstive year has boon estmatod as falows:

In-sarvice mambars
[n-sarvice non-mambars
Congrualion mamben
Total Lisblity

Exparionce atustments wire caiculaled as follows: Rem
Lishilsas: (Gain) / lass [DOEZ)

2018 2018

R R
5158 680 5476 374
1376 058 1445 055
E532735 6821 429
= (1 284 612
6532 736 5 536 817

2016 2015

R R
4388 197 5220 472
E01 840 oea T8a
400 101 470 TER
(B0 BE1) =
{4 203) {805 337}
203 204 5483 T02
(48 524) {17 328)
& 166 680 5 4TE 374
- [1 147 £a5)
J— T 433078
1402 424 1453 534
a1 148 250 363
10 918 104 361
(=0 353) (115773}
{80 365) {21117}
1805773 1T 418
(#29 718 (255 353
1376 0565 4 445 D55
5748541 B ET4008
BA2 968 a8F 18
502 019 584 160
(150 DO} [118773)
(184 568) (526 454)
& 804 077 7 208 120
(276 242) (283 B81)
6 EX2 TAE 6821428
% 632738 5 636 817
BT Ba
108 118
2 1
187 208
3208854 A1E2 116
1 0BT 831 1006 TE2
806 719 281 804
B 203 204 5493 Ta2
e

2014 013

R R
4 533 82 3423100
EBE 843 24B4E2
T 3671582

2018 2014

Rm Rm
(0814 0.262
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EMPLOYEE BENEFITS (CONTINUED) 2018 2015
Thee muricipality makes monthly coniributions for haallh care amangemaents o ihe folowing medical sid schemes:
Bonitas;
Heamad
L& Hoain
Samwumed
Faay haallih
Ky actuarial agsumplions usad: k] k)
i Rats of nterest
Discourt rate B20% BATY
Haalth Care Cost Infatian Rale B20% B3
Mt Effacive Discourl Rte [E:20 4%
Th dhiscount rade used i @ compesite of all gowarnmaent bonds and is calculsied using o bechniqus is known as “Eootsirapping™
1} Mortality rates
Tha PA B0 Lismabe lable, rated down by 1 year of age was used by e actunrias.
iil} Marmal retirement aga
It nas been assumed Sal in-service mambars wil relire al age &0 for females and 65 for males, which than implicity allows for
Bcipacied rases of aaty and di-health refremaent.
R R
The amounts recognisoed o tho Statemant of Financlal Position are as follows:
Prazent vahs of fund abligations 5203 204 5483 702
Total Liabitity 5 203 204 5 453 TO2
Thia fund is entinely undundad.
The municipnifty nics slectad fo recognise e full increass in tis cefined contribution Sablity immecksisly & per GRAP 25
Reconciliation of present valus of fund obligation:
Fresar valus of fund obigation at the beginning of the year 4 345 117 S220472
Total expenses 841 280 1178 B&T
Cumant service cost B0 B4D 5048 Ta8
Irterest Cost 400 101 4749 TEG
Benefits Paid (B0 B51) -
Actunzinl (gains)Aoases (B4 203) {805 337)
Presant value of fund chigaticn af the end of the yaar 5203 204 5 463 702
Less:  Transfer of Custent Poran - Nole 8 (48 524} {17 328}
Balance 30 Juna 5156 830 5 4TE 3T4
Less: Transferred to Discontinusd Operations - Note £0.2 - 1 147
Balance 30 June 5 156 680 4 X28 TED
Sensitivity Analysis on the Accrued LiabliRy
In-sarvice
members Continuatian
Hablitty mumbers llabibty Total llabiity
Assumption [Rm} [Rem) {Ren} * change
Caniral Assumpsons 4,398 0807 5.203
The effect of mavemants in the assumplions an & tollows:
In-senrvice
members Continuation
Rabillity members Habiiity Tatal llability
Assumption Change {Rm) [Remi} {Rmj) k]
Health care infation 1% 5394 0895 6.280 1%
Health cars irfaiion 1% asr 0730 @347 5%
Disocount Rate 1% 34828 o7 4,388 -16%
Disoount Rata A% 5395 oaos 5.2 %
Post-reliremant mortality -1 yoar A 558 oaar 5.385 A%
AVErago Manement age =1 yoar 4871 c.aaT 56TR %
Continuation of membershia &1 retirement 0% 3504 ooy 4311 1T
Current-service
A Cost Interest Cost Total
ssumption Change R iR} R % change
Clﬂww 801 840 400 101 1001 541
Hﬂ‘l.:.‘lll'ﬂ.ﬂﬂﬁ 1% 750 60O 458 300 1235800 2%
Healn cara infatian -1% 48T 200 333000 B30 200 -18%
Cészount Rate 1% 493 400 a0 200 B53 600 ~14%
Driscour Rate 1% T 00O 432 BOO 1176 800 1T
Fost-reditemant monaky -1 ymar 523 800 415 000 1 038 600 A%
Aworage raramontage <1 year 855 700 A3 400 1085 100 W
Cortnuation of memoenhip a2 refiramenm “10% 478000 326 300 BOG 300 ~16%
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3.2

EMPLOYEE BENEFITS (CONTINUED)
Long Service Bonuses

The Long Service Borus plans ane dofined benafit plans.

As at yaar and, ha following number of amployess wens aligible for Long Sandos Banusas,

Fay #tiuanal assumpsions used:
11 Rateof interest
Discount mite

Genorad Salary inflasion {long-ieam)
el Effective Discourt Rate appded (o salary-reiaied Long Senvice Bonuses

Tha discount rabe used is a compoaite of 84 govmment bonds ard is caicuiated Laing a technigue B known as “Beotstrapping”

Tha amounts recognised in the Statement of Financial Position are as follows:

Present value of fund okligations
Het labitity

Tha Eabilsy in raspect of panots commancing prior 1o the comparative year has been estimaled &s fotiows:

Total Liabilisy
Exparonco sdjuaiments wers colculated as folows: 016

R
Lisbdities: (Gain) / leas {33 788)

The municpasty performad thair firsl actuars valuason on 30 Jung 2012, Thus there ang no experience
acusimant figutes availabia on cr before 30 June 2012 io fully comaly with GRAP 28

Reconciation of present value of fund obligation;

Prazant valus of fund cbligation at the baginring of thi year
Total expensss

Currant seevice coal

Intarast Cost

Banafits Paid

Actuarial (gainsMiosses

Prasent valus ef fund obgation a th end of S year
Less: Transfer of Curmant Porgan - Nola 5

Balance 30 June
Less! Transferred to Discontinued Operations - Note 50.2
Balance 30 June

Senaftivity Analysis on the Unfunded Accrued Liabdlity

Coriral Bssumplions S
Genaral salary inflaton 1.00%
General salary infiatien -1.00%
Discount Rase 1,00%
Discound Rate -1.00%
Average seliremant age 2 yr8
Avorage retiremant age +2 yr
roaes -50.00%
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2016

2045
185 204
2016 2018
% %
B41% T.80%
7.08% B.95%
1.25% O70%
R R
1805 773 1711418
1 B0E 772 1741 418
2014 2013
R R
1 453 534 1 160 744
2018 o4
R R
88504 107 904
R R
1402 £24 14853 534
283 714 278 001
281 148 200 203
101 918 104 381
(99 352) (118 773)
(80 385 21117}
1808772 1711418
(220 718) (288 383}
1445 065

1376 056

p— 1

(R}
1608
1667
152
1518

1513
1.683
1.828

% change

$552883




EMALAHLENI MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016

EMPLOYEE BENEFITS (CONTINUED)
Leng Service Bonuses
The Long Service Bonus plans ane defined banas plans,

An ot yanr end, ihe faliosing number of employses wamn sdgibie for Long Service Bonusas.

Koy actuarial assumptions used,
I} Rateof intersat

Discount rata
General Salary Infistion (long-term)

et Effective Disoownt Rate appled o salary-rolated Long Service Bonuses

Tha discount rate wead ks a composite of all govemment bands and i calculabed using a technique is known as “bactstrapping”

The amounis recognised in the Statemant of Financial Position are as follows:

Prasant value of ind obligatians
Kot lnblity

Thar linkéRy in respect of periocs wing price o the camg

Tatal Liablify

Experiance aojusimints were calcuiaind a5 follows:
Liabiies (Gain) / loss

The municipaity parformad (hair frst actuarial valuation on 20 June 2012, This thene ane no axporsancs
adjustment figures avedabia on of before 30 June 2012 to fuly comply with GRAP 25

Reconcillation of present value of fund chiigation:

Presant valss of flunc obigation ot e baginning of the yoar
Toilal sxpensss

Current sarvica cost

inbaras Cost

Benelts Pald

Actuanal {paina)iossas

Presan! value of fund obligaton at the end of ihe year
Lass:  Transher of Corant Porfion - Mote 5
Balance 30 June

Less: Transferred ta Discontinued Operations - Mots 60.2
Balance 30 Juns

Sensitivity Analysis on the Unfunded Accrued Liahility

Assumption

Cantral assumptions
General satary infation
Ganeral saary inflation
Ciscount Rats
Discount Rale
Avarage retiemant oge
Average relinement ags
\Withdrawal rates

year has beon astimobed as follows:
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(33 7E48)

1.00%
-1.00%
1.00%
~1.00%
2y
2 yE
-50.00%

2018 2018
195 T04
2018 2018
% %
B41% 7.80%
7.08% B.85%
1.25% 0.7
R R
1605773 1711 418
1 605 773 1711 418
2014 013
R R
1453 534 1186 744
2015 2014
R R
B3 B4 107 694
R R
1402 424 1453 534
283 T14 278 001
281 148 260 363
101 B18 104 281
{88 352} (116773
(80 3585) (21 117
1605773 1711418
(228 T18) (285 383)
1378 085 1445 055
1276 058 1208 028
Liahility
(R} % change
1508
1.857 6%
1522 B4
1.518 B
1.703 8%
1.513 k-
1.683 %
1.828 20%




EMALAHLENI MUNICIPALITY

MOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016
EMPFLOYEE BENEFITE (CONTINUED)

Retirement funds

CAPE JOINT PENSION FUND Coosasig

This eonfribution rais payakle is 5% by membars and 16% by Couneil 130

Centributions paid reconised in the Statemant of Financial Performance

2018

1530 383

Council contribute 1 the Scuth Afican Local Authorites Pension Fund, Municipal Councillors Pansicn Fund and SAMWLU National
Prewident Fund which ars defined contribution funds. The relinement banafit fund is subjoect fo the Pension Fund Acl, 1986, wilh
pandicn being caiulated oq iha pansicnabis resmunevation paid, Current conlrbuSions by Council am charged agains! expandsuns
0 tha basts of curment senvice cosla.

Cantributing

Thie fast actuanial vakiason perfarmed for the yeer anded 30 Juna 2014 revealsd that the fund is in a sound Snoncal position with o
Nate: The resus of the actuarial valuations daoted 30 June 2008 for SAMWLU National Provident Fund and 30 Juna 2008 for
Municipal Councillors Pension Funds an nal yet avalable.

Cantributions paid recogrésed in the Statement of Financial Perfarmanca
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EMALAHLENI MUNICIPALITY

HOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016

‘Sala Pension Fund
Municipal Coundllors Fansien Fund
SAMWLU National Provident Fund

Provislon for Ex-Gratia payment- CFO

Batance a beginming of year
Coeniribution ta cumant partion

Balance at end of year

In tesns of the section 57 Employmant cortract of e Chisf Financial Ciicar, an amount of 15% ol his tolal package must be paid

1o him at tha tima of teeminasion of empioyment

NON-CURRENT PROVISIONS

Prowision fer Rehabiltation of Landill-siles
Total Non-curent Provisions

The Muricipatly operale on three iandfl sies. The in year sciual operstional coss i expensed in the stalement of financial
petfarmance. The provision & calculsted in arder 1o finanes e rehabBilnSon cost of sach cell whan il reachos 100% capacty, The
expacied cash fiow outficw, within one year, relates to ol three siles of te case of all three siies thore Is already & shortcoming in

the day io day oporaticns of (ha siles these cost is represented by the shararm portion of She non-curman provision.

Tha landflll 5%es in oparation &ne Lady Frere; Dordrecht and Indwe.

Landfiyl Sites

Eaiance 1 July
Incraase in Esimace
Linwindirg of dacourted intanest

Total proviskon 30 Juna
Less:  Transfor to Cumrent provisions
Balance 30 June

The murécipalty has an obligasion |o rehabiltate landfil siies ot the ond of (he axpacied usedul iife. Total cost of renabiitation of the

curnand cell in cperation and estimated date of decommisaion of tha ced s as folows;

Locatien

Lady Freve inndfill site is located approwimasely 2.00m west off Indwe rosd R 304
Descracht lanclll site is located off RSS abowt B00m eher the Dardrecht own to Cusenstown Routn
Indwa |ancsll e is locatod east off R5S appraximalsly 280m bedore the lown of Indwa

Mxtarisl Astumptions used

Aran of landfill site cormumed

Ledy Frana landil se is located approximately 2 Okm west off Indwe road R 304
Dardrach lanafik site is located off RSE aboul BO0M after tha Dordrecht bown 1o Quoensiown Roube
Incwe landfil site s located east off R56 approximabely 260m befora tha town of indwe

Discount Rals used

Tha discount rale wsed the calculaie the presont value of the rehabiltation costs 8t soch reponing peviod is based on o calculnted
rigk e rals as ﬂqmml_bg ine municipality, This rate is in line with & compedtive investment rate the municaality con obtain from
an A grace financial instilution. This rate used is slso within the infation argat range of tha South Afican Rosene Bank of beswesn

A fo 8%
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Estimated
decommisgion dale

A0DERMA
110a1E
JOES

014
A0.A5%
T4E3%
85.78%

4T1%

459 162 739 B84
B9 359 781 182
A2 241 1185285
2189 TE2 2 58S 001
16T 542 142 180
14472 15382
REETE] 167 Bz
016 2018
R R
[} []
[1:1] ]
R R
11 514 838 2767 837
B801 703
588 T18) 144 G0
10 825917 11514835
{10 525817} (11 514 635}
(0] 0
Eeshablitation. ~ Rababilifation
1] uEg
R R
3807 207 8750 G684
B 281 508 1858730
1657 204 BE4 B2
10 528 |47 11 514 B35
e
2018 2018
100,004 100.00%:
100,004 100.00%
100, 00% 100.00%
E24%



EMALAHLENI MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016

018 2018
CURRENT EMPLOYEE BENEFITS L R
Currant Poricn of Past Retrement Banafits - Nals 3 48 624 17328
Currant Portion of Lang-Service Provisons - Mobe 3 2aTie 266 363
Gtadl losrvie accrued 4772 484 5156 262
Provision for Parformance Sonuses o0 T35 72008
Stait Boruses accrued Ll 1080 569
Prowision for Campensason far injuries on duty contribution 354 6509 737 054
Total Gurrent Emplayes Benefits T 120460 ToTh B4
Less: Transferred to Discontinued Operations - Note 50.2 S— JEL252
Tatal Current Employes Benofits Continund 7125 458 rogTan:
Thie mevemant in current employes bonefits is reconciled aa Follows:
Siaff leave accrued
Salanco at bagkning of year 4 484 110 4128 181
wumnp;mm T2 BT 1443 858
Expandsure incumed iy (413725}
Balance &t end of year A TTI 464 5166292
Leas: Transferred to Discontinwed Operations - Note 50,2 — (ST 18T}
Bslance 30 June 4772468 4 484110
Statf lsave sccrusd 1o employess socanding to coleclive agreement. An sccrunl |8 mada for the full cost of aconsed leave at repodting
oae The acerust wil be reaksad as employoes taka leave. There s a possdly of rembursement based on trends in e past.
Ermvision for Performance Bonusos
Baianca at baginning of year Ta0 18 E11810
Cantributice 1o currant partion 1031 847 T14 879
Exparidilung incurred (771 730} 1505 572
Balsnce at end of year 980 736 T20818
Pemarmanca bonusas are baing paid 1o Municipal Managar and Direciors afler an evaluation of parformanca by the eounsi,
SLaff Fonpnes sty
Ealance at beginning of yoar B43 465 S35 324
Coniriaution b current portion 1814810 2 288 155
Expengiluna incurred (2 012 £58) (2 123 910}
Balance at end of year Td5 £07 1 0BO 859
Less: Transferred to Discontinued Operations - Note §0.2 137 104 (23T 1041
Balance 30 Juns BE2 811 043 485
Bonuses an Deing paid o Ml permansnl employed mishicipal siaf, eocleding seclion 57 Monagers. The belance af year end
rapresant o porion of tha banus that neve Bready vwested for the cument satany cycl.
B ion for Compeneation for infurias on duty contributio
Batance ol beginning of yoar TaT 054 328 569
Cantribusion to cunmsnt pertion T4 837 3658 455
Expenditung incumad [TET 282) -
Balance at end of year 154 GOD TAT 054
Thia Balanca on Mo compangation for injaries on duty cominbulion represenis the cument iabiity of the municipalty that has not yet
been pald over o the nelevant authortios. Tha balance epresants the best estiimaio the outfiow of resources. The Sming and smount
of i ouficrw b= dopandant on when an assessmant is recolved from ha relevant suthorities.
PAYABLES FROM EXCHANGE TRANSACTIONS
Trsde Payabias 16 083 BO3 10 884 204
Third party payanies (Payraf) 16338 1085 923
Pre- paid elecircity paid in advance 210488 B 579
AdvRnce payments debtors-taing 1 247 458 586 028
Retantons and Guaraniess 4134812 4207 184
Sundry Depasita 21840 11 500
Sundry Creditors B4 008 1256180
Total Trade Payabies 21 £09 158 17 877 076

Payabies ans being recognised net of any decounts

Payatiss ane baing Fai within 30 days as prescribed by the MFMA. This credt periad granted is conaicaned to b consistent with e
s used in e pubds sacior, ihfough establshed practices and legisiation. Discounting of wade and other payablan on inisal
recogration is nct deamod nacessary

The carrying value of trade and cther payadled apprcodmates s fair value. Al payables ane unsecured. Sundry deposiss Inciude
hall tender and ather geraral depasits, The Municipally did not dafaull on any of Ieir payabies
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EMALAHLENI MUNICIPALITY
MOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016

UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS R R

Unspant Grants 1167 442 348701
Matonal Govemment Grans - A31TE
Provincial Government Granis 1157 442 305 526
District Municipaly - -

Tatal Conditional Grants and Recelpts 1 157 442 348 701

Sea appendix “0F for recancikation of grars from othar spheres of povemmant. The municipalty compliad with the cond®ans.
atimcned 1o 88 Granis received 10 he exbent of revenue recogrised. Mo granls wore withhald,

Urmpant granss can mainly ba afribuied o profects that are work in progress on iha relevant finandial year-ands,

VAT R R

VAT PAYABLE

VAT Peyabie 3281188 3Ton
Lass: bnpairment of VAT racelvasios {508 048)

Tekal Vat payabla 1883120 Ifmen
VAT RECEIVAELE

VAT Rocsivable 9181 048 E38267
Total VAT racsivabis 9181048 5315 207
MET VAT RECEIVABLE|PAYABLE) & B9 883 2144 284
VAT RECEIVABLENPAYABLE) B 507 220 2 144 2B4
HET VAT RECENVABLENPAYABLE) 54T 929 2144 284

VAT Is recelvabis/payabia on e cash bagis.
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EMALAHLEN| MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016

ol Fiep
PROPERTY, PLANT AND EQUIFMENT (CONTINUED) R R
Mo assels padgod as security.
impalrment of proparty plant and equipment for the yosr
Impa¥ment chargas on Fropedty, plant B epuipment recognised in statemant of Enancsd pardomance
Communsy Assets = 535 644
- G635 844
Tha impairmants cccurred dus 1o agssds found when parforming the atset courd. The value of the imparmont i oqual ia the camying
walug 85 ol the ond of tha reponing dab.
Revorsal of impainmant charmes 100k plaog during the year of roporting B35 B44 -
Cumulative impaimment charges included In major balances
Communiy Asssts 11 347 162 11 88T 452
11 347 162 11 887 482
The effect of a change in accounting estimate will have on the current pericd and subseguent pericds:
018 2047 e
R R R
Etiect on Property, pland ang sguipment 110 445) {181 321) 2233
Assassmant of impairmant of assats was periormed on othor assats,
INVESTMENT PROFPERTY R R
Mat Carrying amount ot 1 July 8433704 8 304 358
Cost 541 umz
Buildings [ IHE?!| 1016 488
Land B BE0 TaTA 4
Accumulabed Dapredation {107 701) |97 042}
Acquisitions 1000
Dagreciation far tha year 15.507) {10853}
e [2 180 614) (18 500)
Tranafars odrom ofher dasses (1 532 438)
Mot Carrying amownt at 30 June 4 247 340 £ 433 Té1
Cost 4 548 &8
Builangs 572
3 CEE a8
Accumuisied Depraciaton [ i

Thare are no resiricions on the resfsatiity of invesimand Properly of he remittance of revenue and proceeds of disposal,

Thars are no contractusl oblgatons 1o purchase, construct or dovelop invesimant proparty o far repairs, malnienants of
Anhancamants

Tha fair vahee of ivvesimen prapery apgrodmates the camying amount as raflected in these fnancial stabamants
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EMALAHLENI MUNICIPALITY

MOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 20 JUNE 2018

2016 2018
CAPITALISED RESTORATION COST R R
Net Carrying amount at 1 July - SE1 638
Additians * Br:g:ﬁ
Impsinmants - (3812 0ad)
Reversal of impaimenis - 10341
et Carrying amount at 30 June = =
Ciagt 10585 431
Accumuiaind Dapreciation - {1054 815)
Accumulated Impairmants s {8700 &18)
Rasiorabon cost fnancod by way of 8 provision - Redor io note 4 for further dalads
INTANGIBLE ASSETS ] ]
Computer Sofware
Net Carrying amount &t 1 July 206 T52 265 584
Cont 02273 911380
Accumailated Amortisatian T8 821} (852 B16)
Asquinitians 10850 TO D68
Disposals (83 228} 158 173)
Amoctisatan 133 707) (B2 708}
Net Carrying amount at 30 June 130 767 206 TE1
Cost BT0 995 22273
Accumutated Amarssatian [T49 228) (7158 821)
Ne inangibie asset was assessed as having an indefinite use‘ul Be. There are no Intemally genaresad intangile assets at reporting
dale. Thare are na imangible Exsels whose B |s restricted. There are no intangite assets pledged s securly for labdses. Than
ara ng contractual cemmitmants far the acquisitian of intangible asseds.
HERITAGE ASSETS
Het Carrying amouant at 1 July 182 536 124 000
Acquisilions 58 536
Net Carrying amount &t 30 Jume 182 536 182 536
Com 18253 || 162 536 |
RECEIABLES FROM EXCHANGE TRANSACTIONS R R
4 344 623 3 525000
Ratuse 30044 TB2 34 080 441
Severage 1ap 1]
Rartal 1881 B3 1 853 350
Othar Consumar Dabtars B 3838 886
Chrie Hari Dabsor 3 TTA 090 14 540 111
Sundry Recalvabias 200754 501 T3
Total Recelvables from Exchange Transactions 49 35T 7RO B8 449 BB4
g Presdision for impakmant {41 888 150) (40 Q80 287}
Total Met Receivables from Exchange Tranasctions 7489830 18 389 278

Consumar cebiors ane payable wilhin 30 days. This credi pediod granted & consldersd 1o be consistent with tha lonms wsed in the
m':mmnmmmmmwﬂm-mmmmmmum
danmed nocesEary.
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EMALAHLEN! MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016

RECEIVABLES FROM EXCHANGE TRANBACTIONS [{Continued) 018 015
R R

Apaing of Receivables from Exchange Transactons;
Cument {0 - 30 days) 180 128 535 256
31 - 50 Days 153 698 114743
51 - 90 Days 130118 B0 T4E
« 80 Daya 3880 483 2845254
Total & 244 623 3 588 000
Currari [0 - 30 days) 505 048 Taan
31 - B0 Days 522724 By ezr
B1 - 80 Days 502 501 445 12
+ G0 Cays 37 513 509 32 326 251
Total 35 044 T2 34 080 441
Current |0 - 30 days) &2 425 21115
3% - B0 Days 55 580 53214
61 - 90 Days 55817 531687
* B0 Days 1817 509 1855835
Tatal 1981 51 1853 350
Currand (0 - 30 days) - 2658
31 - 60 Days - a
81 - 90 Days - 253
+ 50 Days L 3 B35 p4T
Taial - 3§38 pES
Temll; Ageing
Curent {0 - 30 days} T4B 486 1402 430
31 - 60 Days TH2 604 TOS 584
B1 - B0 Days £A5 234 506 348
= 50 Days 43 211 B0 40 703 267
Tatal 45 380 936 43 40T 050
Roconclifation of Provision for Bad Debts
Batance 8 baginning of year 40 080 287 102 360 174
Canaribution to provision) Ravarsal of provision) 5113430 ST 0T
Withan affs -3 285 558
Transformed bo Discontinued Operations - ncan 48.2 (B8 043 55E)
Balance at end of year 41 8BS 150 40 D80 287
The Proviaion for Impairment could be alocatsd beswisan the difarant casses of receivables as folows:
Elsciricity 1 D3 &03 700 411
Rofuse 3B TT4125 M E2e e
Othar 2 50 423 §135837

41 838 160 A0 DBO 28T

Cancantrations of credil fisk with respect to irade receivabies aro imited cue 1o the munidipalEy's large number of customens. The
municioality's historical experence in coliection of trade recelvables fals wilhin recorded allowancas. Due to ihase factars,
mmmmmmmwmmmFHMMhmmhhmMﬁm
racahvabies. mummmnmmwmhmﬂMM1x{amrwnmm.
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EMALAHLENI MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016

e 2018
RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS R R
Raulos 14078 302 12 123 8&7
Crthar Racatvables 2925 24853
Oiher Receivabies | 5928 || 24643 |
Total Recaivables from Non-Exchange Transacilons 14 084 228 12 142 380
Less:  Provislon for Impalrment {11 257 T78) (7 855 754)
Total Net Recaivables from Mon-Exchange Transactions 2 826 483 4192 604
Rates debiors mre payable within 30 days. This credit pariad grared |s considered io be conséssent with e terms used in (he pubiic
sector, Irough estabighed pracsces and logaslaton. Discournting of rates deblors ane not performed in tanma of GRAP 104 on initial
recagnitica,
Ageng of Receivables from Non-Exchange Transacsons:
R R
(Bates): Ageing
Cumant (0 - 30 days) 110 788 391 221
31 - 80 Days 340 0E2 253834
&1 - 50 Day 278 803 225130
= 60 Days 13 338 784 11283 483
Total 14 078 387 12 123 68T
Reconcillation of Provision for impairment
Ba'mnca af baginning ol year T 955 TE4 12 188 802
Cantribution fo provislon(Reversa of provision) 3¥z o 5154 Ba2
Bad Dobls Writien Off {8 387 70}
Balance at end of year 11287 778 T 965 Te4
Tha entire previsian for bad dabts risies b ihe outstanding rates belanca,
Conceniradons of credt risk with respect 1o Mess recsivables ans lmited dus 1o the municipaily's large number of cusiomers. The
muricipaliy's histonical expenence in collecion of ade receivabies fals wilhin recorded allowances. Dug o Mese fachoms,
management babeves thal no addional risk beyond amounts provided for coliaction laseos |8 inharent in the municipality's rade
racelvabies. Assessment of arears on Rains and Sarvice accounta bn tanms of MFMA Sec:121 (3) [e) by the Accaunting Officar.
DPERATING LEASE ARRANGEMENTS
R R
The Municipality as Lessor {Asset)
Balanee on 1 July T 416 63 222
Mavemant during the yaar 5330 14 184
Ealance on 30 June B2 T4l TT 416
Mmsmunmmmuwm.mmmm-;-mmwm.numm
lanse incoma as foliows:
Upio 1 Year 135 118 125 522
1 to & Yaars 432 855 450 808
Mora than 5 Years 107 B7T8
Total Opersting Lease Arrangemants 56T 772 583284

This Municipaity dass not engage in any sut-lasss arangoamenis.
mmmﬂmmmmwmmmmhm

Certain of the Municipality's propeies ar leased 1o (hird parSies 1o genorte reetal income. Leases recelpls escaisle anmually on
Average by 10%. Lease agrosmants are non-canceSable and hive lerms from 3 fo 10 years,
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EMALAHLENI MUNICIPALITY

MOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 20 JUNE 2018

CASH AND CASH EQUIVALENTS

Aansty

Call investments Deposils
Bark Accounis

Cash Floats

Tatal Cash and Cash Equivalents - Assats

Cash nnd cash oguhvalents comprise of cash neld end shor term depesits. The carmying amaount of hase assats approxmates halr

faic vaiin.

Tha Muricipaity has e following bank sscounts:
Currgnt ACCounts

Standord Bark - Curmant Accoun - 082-668-658

Standard Bank - Current Accourd - 082830631
First Natianal Bank - Curant Accourt - G20-4080-8428

Al sccounts s cearad daly 1o Primary Bank Account; cument accounl 082-585-858.

Smndard Bank - Current Account - 082-685-058
Ceah book balance of beginning of year
Cash book batance at end of year

Bank siabaman balancs ot beginning of yoar
Bark siatamoni balance ot end of yead

Stondand Bank - Current Accownt - 082.830-831
Cash ook balance at beginnirg of year
Cash book balance al and of year

Bank @inlemant batance a1 baginning of year
Bank stabemant batancs ol and of year

First Nationa Bank - Current Account - S20-4808-£428
Cath book balance at beginning of yaar
Cash book balanco ol end of yaar

Bank statement balance at beginning of year
Bank stalomant batance at and of yoar

Call Investment Depagily
Call investmart deposits consist of he follovwing accounts;
Codl Irvestments Depasds

Evesinc Account Numbesis: 451085258

Flrst Natonal Bank Account Numbar/s: 74356334164
Standard Bank Accoun Mumbar/s: 08 678 §687 - 02
Slandard Bank Actourt Mumberis: 08 878 8607 - 001
PROPERTY RATES

Actu]

Rateable Land and Bulldings

Residonfal, Commercial Proparty, Siate

Agricuftural

Less: Robales

Tatnl Asszssmaent Roles

Nelizatieny

Rateable Land and Buildings:
Resicanial

Apriouetual

Goverrment

Business & Commarcial
Mhricizal

Exampt Proporfios

Tota! Asssssment Rales

WelLatens on land ard buidings an performed every fowr years, Tha iast valuntion came intd offect on 1 July 2074
Rebaies can be defined a3 any incoma that the Muricipally is entitied by law to bevy, but which has

sLbscquantly been fargons by way of rebabs or remission.
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e 2018
R R
26023 440 28 583 011
2261 BT 3162 247
20 252 21142
28 208 502 31 776 400
R ]
74 38 470720
28083 1883238
2 148 404 B850 280
2 261 871 3192 247
470 T4 5108 240
T8 359 ATO T2
470 728 5 108 340
78 399 470 T2
1863238 27TaTE
25 0l 1 853 230
1883 238 271378
25 063 1 663 234
1858 280 1 638 81
2 140 408 30 260
s
858 250 1 539 671
2 148 400 858 280
6 023 440 8 563 011
11 140 268 14 403 548
14 357 428 13 462 487
43333 a4 518
200 057 202 087
A T44 280 ATBe T
3000310 3 449 080
T43 880 210 188
3 T4 160 3718 T8
234 BOS 604 233 374 300
A0 455 300 481 572 100
&2 3T 800 56 788 100
128 211 401 101 116.200
B3 834 400 3 718 300
27 679 652 A5 TB4 200
1 023 08T 657 1 022 341100
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EMALAHLENI MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016

Government Grants and Subeidies

Unconditional Grants
Eguilania share

Conditional Grants
Grants and subsidies
Tetal Gavernment Grants and Subsidbes

Gowamnment Grants and Subsidies - Capitad
Govemmant Grants and Subsigies - Operating

Ravanus recogrised por vote s required by Socion 123 (c) of the MFMA
Budgat and Treasury

CamTunity Services

Elsciricy

PED

Retusa

Roads Transpart

ﬁnmﬁﬁwmwtmmywwnumurm

Enuitabie share

DOpmning balance

Grants réctived
Concitions met - Operaling
Concitions mat - Capital
Cenditicns Bl o be med

mEmwﬂmmﬂmﬂmmmmmhwmhmd Section 214 of the
mmmmm1ms1mmnmwuﬂhw1‘mm.

Local Governmaent Financial Management Grant [FMG)
Cranring balance

Grania recaived

Conaiticas mat - Coeraling

Canditions mat - Cagital

Candifians sill 1o be met

mwu“mmhpﬂmwfumanmmwwhwmmh
e Munidpal Finance Management Act (MFMA), 2003, mmswmmmnmaumm
mmmtﬁmh.gmmdﬂuﬁmwm-n

Munizipel Systems Improvement Grand (MSIG)
Opening halancs

Grants recalved

Caond&ons med - Oparating

Concticns med - Capital

Condilions st o be met

The M353 wan usac for building in-house capacily to pertarm municipal funcions and stablise inssuticnal BN QUVOnance sysiams,

Munlclpal Infrastructure Grant (MIG)
Oaaning balance

Grmnls received

Conditions mat - Dperaling

Cenditions mat - Caoltal

Canditions Sill o be msd

Thie grant was Lsad to upgrade ifrasinuciurg In praviously disadvaniaged anas.
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018 2018
R R
116 537 000 92 035 600
itesaroo0 || ezassome |
§8 267 269 61 241 082
5@ 267 258 || 81 241 952 |
175 804 268 143 279 052
30814 700 30 395 227
145 1849 656 112 880 725
175 804 250 143 270 852
113 314 000 SB 678 a3
892 789 1130846
21000 000 11 000 000
31470 o8 133
200 000 1801 881
34226 000 24 373 208
175 B804 258 143 279 952
S —.
116 537 000 2 035 000
(116 537 000) {92 038 000)
1875000 1 800 D00
{1 675 000) {1800 000)
930 000 34 000
(530 000 {934 000
. 720 693
22226000 0 470 000
{1611 300) 11 548 500)
[30 814 700} (30 142 363)
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EMALAHLENI MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016

GOVERNMENT GRANTS AND SUBSIDIES [CONTINUED)

Integrated Natianal Electrification Grant {INEP)
Oparing bakance

Granis rocehad

Cendilions mt - Cosrating
Cenditicrs mat - Cagkal

Gran expendiiune (o ba recovened

Tne hatonal Elecrification Grant was usod for slecirical connacsons in provicusly disacvaningad aress.

Orther Grants

Opaning batance

Grants recalved

Cranis iransfamed
Congitions mist - Doeraling
Conditicns mat - Canial

Conditions il to be ma!

Wella grants weds raceived from aihor sphines of gevemmant (e.g. Library fund and Exténced Pubda Works Programy)

Totai Granta

Opening oalance

Geants facaihvad

Grants transferred
Cenaitions met - Dowetng
Cendilions mat - Casital

Corrditions siil 1o be mattGrant sxpendéure b be recovered)

[Cracipean as foliows:
unspant Conditional Govarnmant Grants and Receiss
Unpaikd Condional Gavemment Grants and Recelats

SERVICE CHARGES

Electriciny

Watar

Refuso ramaved

Sewemage and Sanitaten Changes

Less: Reoatas
Total Sarvice Charges

Rebaies can be defined as any ncome thal the Municipality is antitiod by e 4 vy, bud which has
Eubsaquertly Dean lergane by way of rebate o remisgion.

INTEREST EARNED
Exiernal Investments

Intareyt invesimanss
Enterest Bank Balance
nierasi Other

Tatal External investmants
Cuistanding Dabtors
Preperty Ristes

Refuss

Elsctriciy

Rart

Taual Qutstanding Dabtors
Less

: Transterred to Discontinued Operations - Nole 502
Tatal Durstanding Dabtors Continued

Total interest Earnad

Page 63

2010 205
R R
21000 000 11 000 DOO
{21 000 000) 11 000 000)
348 680 1045 TED
4045 000 5153770
{33771
{2234 259) {5 560 228}
: (258 B34)
1 157 442 148 699
3a TN 1768653
176 613.000 141 895 770
- 37T
{145 180 559) (112 880 728)
(30 &4 100} (30328 227)
1467 442 348 Toh
1157 441 348 701
1 157 441 48 T
BT48 028 B822735
a7 B
4124 108 2810 a7
(47 085) -
12 823 098 11833 632
{1 224 BAY) (453 9E4)
11,598 216 11178883
37BA BB 3312533
61580 a7 418
1438408 1280837
2850830 2 244807
378 413 38844
167 309 155713
463968 3 020 603
LN EXFEN
B 4789 083 T 274 5580




EMALAHLENI MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

OTHER INCOME o1 2018
R R

Adminaration charpes - 1861 2m
Budlding pians 16 833 18 880
Branding of Livestack 4 888 41 580
Cometary Foes 28 145 3822
Chris Hard DM (Water & Sanitation) - 2233720
Camnection Fass 188 813 53233
Insurancs Incame 242 49d 251 175
LGSETA TaoTe 67 Ccoa
Pound Faes 21813 12 341
Regstrations B 42 123
Housing Admin Fees 33 550 -
Sundry Income 243 7T BE 510
Total Cther Incoma 3048 427 24 030 585

koss: Transforred to Discontinued Operations - Mots 50,2 383
o O ncansComin —E —anR

sumunmuumwmkmmﬂmﬂmwmmmmwmm

nZuded Lnder service charges.
2016 2018

EMPLOYEE RELATED COSTS R R
Salznas end Wages 7 559 353 a7 407 063
AR Banus 1 B4 810 & 983 038
Canvibutions for UIF, pansions and medical pids G781 347 5214 TAT
Housing Subaidy G2 300 " 7e
Lesve Reserve Fund 702 867 1443 858

281 148 200 363

B30 70 1383 108

B0 840 564 Tea

I
1031 547
Subs cevalopmeant levy 350 456 38 851
1'mrm.mmm.wam.uﬁmmmwm 2775202 1500 280
Proyieion for Ex-Grata paymen. CFO 14472 15 3682
‘Wircnan's Compansation 374 BAT A58 455
Tatal Empleyes Related Costs B 231mo E2T83 BT
Less: Transferred to Discontinued Oporations - Nofe 56,2 — T v
Tzl Employes Retated Costs Contlnued 53213 170 A2 78T BG4
Muricipal Manager and &l other Senler Managers are appoinied on fixed tem contracts.
REMUNERATION OF KEY MANAGEMENT PERSONNEL
Ramuneration of the Municipsl Manager (MM Dr V5 Watals)
AnruE! Remuneraticn 14584 100 1340719
Paricrmance Bonuses 166 340 185 800
LEEYE Bncaghment - A2 552
Telphens, assdstance and other alowanices 251349 26 138
(‘mmmmUJF.SDL.BWM 18 841 15 885
Tatni 1663 297 1611 236
Remunaration of the Dirsctor Technical Sarvices mm~mdmﬁ-m¢
Annual Remuneration e -
Ex-graga - 1134 916
Parformanes Bonues 5 -
Lesve ancaahmans . -
Talpanans, assisnnos and ciher Blowances 2 -
Conributions ta LIF, S0L, Bargaining councl - -
Todal - 1134 016
mnmummmmmmm-Fm
Anrus Remunarniion 1068 560 B8R 354
Parformance Boruses 10 BEO 127111
Lamen ancashmaent 31 858
Acting Allcwance 15 6B9
Tefepacne, assistence and olher alowances 22 508 22 508
Contritutions i UV, SDL, Bargaining coursl 12 335 12071
Total 1243 301 1 208 Tog
Rnmunaration of the Chisd Finenclal Officer (GP de Jager)
Anrual Remuneration 1146 TET 1060 282
Farfomancs Bonuees 145 851 173 G483
Letyn ancashmant - 33 380
Tolzahong, assistance and other allowancas 18 BOG 18 800
Caniributiang b UIF, 50U, Bargaining council 13617 13118
Tosal 1224 828 1 280 008
T ———_— —

Rumuncration of the Directar Community Services NP Mryangeza for 8 months 2014)
#nruis Remuneraion 5 =
Ex-gratia - 1134 818
Lneve ancashment 2 N
Tolsphione BELAIANCE and oither alowances = =
Carsibutions 1o UIF. DL, Bagaining counc - =
Tatal = 1134 518

Page 54



EMALAHLENI MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016

Fgmurscation of thi Seracet e s
tio Manngar IPEQ N Entuycea) 3 o4 B0k 004 4B
Prednemance B uie 49§30 13 555
Toliphard. SLliaanos B o slowENCE 800 18 800
Conbtnners i= LS, BOL. Bargaining eouns 11881 nae
Total —TA VRN,
Remurerata of the Dieoior Strasepic Sandess (AM Stemell | manihs 2014 LI 018
Arsual Femspretsn = =
Exgeasa % 1134 B8
Lave sncEshmant . ¥
Telaphone, saslrds and other alowmsal - =
Centibutions o U, 300 Bempaining councl = *
Yol o —
—
Remuneration of the Direcior lairasruchurs #ng fhamss Saetements [0 /o)
Arsual Remrw o 108 58 ol T2
Sariamanch SoruLEs 139 422 ELR ]
Actrg Alosance 13 7R3
Taleorore, BTG BnS o Ehowincel 18 B0 18600
Coniriputong to UF, 50U, Bagaisng cuncl 13 Bl 11 080
Tolsl 1 206 &7 HHI-_&
Beemneration of tha Dirscior Community Services (N dyesl)
Annu al R n 2w 1 068 60D T
Parfsrmencs Boas 1682 18
Telaphons, assintansn et oier slowaniet. 18 B30 30000
Clasttntons b LIF 500, Basgairing countil 13145 10 54
T —rlt __lON
REMUMERATION OF COUMCLLORE L] R
Mlayar TIE BED a8 363
Spears’ BT ITH a2
Expculive ComTaies Morsbens 7 B2 S4B T35 e02
Courgioy & BiG E50 LERL )
Tetad Counulilarn’ Fumensradion 15 884 136 10 183 758
i Banefits

mu-,urusmnmmhvmswnmwmmmﬂﬂmthwﬂﬂ
they Council. The Mayor has uss of 8 Counal ownod wehizie and o 0% for oficial dosiss.

COUNCLLORS
1 Myabwita K. aryor ARC Maryor 'Ward TTH B8g
2l M. Spaster ANC Spapan ez 13 v are
3 Liwani, 8 Chiaf Whip ARDC Enbculive Commnes Ward £ L]
4 Baiom, 05 Expcidien Committne AR Expoutive Commities Ward 7 L
8 Muoasw. T, Executive Domerties ARC Expsutive Commes Wasl 11 Lk
T Twals, BF. Expcutiva Commitive ANT Endculve Commitiss Wiasd 10 LLR ]
B Hiaseia K Exe.tve Commiting Sar Bre AMC Exscotve Commities Waed 2 335 036
@ Moo, L Chargerson ol Seclion TH Comimitng ANC. Ward Counciier 2 314 088
10 Kom. B, Coundils ARG Ward Coungilor 1 340 3R
1 Bl M. Councillor AR ‘W Councilor 3 240 M40
12 Bobatysra, HE Counelind AHT wiam Councliar 4 249 140
T3 Mapsls, 7, Counilgh ARG ‘Warg Colgnelior B G A
1 Casaant, b, Courehier e Ward Councliorn § 244 ME
15 Patar, M Coaraiior N Waed Coanailor 7 20 MY
8 Mousza, o ANC ‘Ward Coungiir § 148 M8
17 Ougumasna, TR Conmsiiy AHC ‘Wiard Comnclice § ]
18 Gwagwans, L Countige AR Waed Cownclior 10 Decosnas Aps J018 207 T
1l Teea, &1 Counchie: ARG ‘Wierd Counsiler 11 idi A
0 Dyorssn, I Courmlice AT ‘Wird Coansiler 12 40340
T4 rnga, W, Coantiicr AN Wmed Cooncilod 13 P40 240
I Goda. M. Counciler ANC Wik Counclior 14 00
22 Mnyuka, 5. Couniar ANT v Counclior 18 40 340
M Koamas, B i et AN \itwrg Councior 18 FEEREE]
35 Papis, F Enunoisor ANC Proporionsl Ward 1T FEI R
3 Joroasn, Y, Counciior ANE Preporionsl Ward 4 MEMHE
27 Dk, 8 Councilor ANT Pregodions Werd 14 e e
26 Vana, N Councilar ANE Preporional Wand 17 Ptk
20 Wowia, TH Councillos ARG Propomonal Wand 12 240 M3
30 Maal, W, Coanprilr ARC Decaated mad Masch 2018 -
31 Mg, £, Conaroiior [T ¥ Progaronal Waed 10 240 M9
32 Gaayiing, P, [-F 0 -y [T Paguprirydnal Waed 14 FI T
1 Vg I Coonclior COPE Froporvonal Waed & FIT e
M Ewaaasn, T o splor AN Proporional Waed 18 FEER ]
35 Bldhe, TD Coutiicr ANE Propotional vWard 3 240 340
M Boilmrl, EM Councilor ANZ Propotisas Warg 10 220 348
Telophone cz) mfund
Gassie smounts

mw o Ascoumting Officer
6o, o mwmmﬂﬁﬂmhﬁﬁﬂimmmhmiﬂﬁhm el wiin the
Cetcw Betenrs At and e Ministes of Provincal aed Leesl Govamment's determination in acsormance with ths Az

L




EMALAHLEN| MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016

DEST INPAIRMENT

Trade Recednables from axchange transactions - Note 14
Trade Receivables fam non-axchange transactions - Nole 15

Tetal Contribution to Debt Impairment
DEPRECIATION AND AMORTISATION

Prgarty Plant and Equipmant
Capralised Restoratan Cost
Investrment Propeny
Irtangichs Assats

Teis! Depreciation and Amortisation

FINANCE CHARGES

Lenafill s2a

Long snrvics muards
Long-tem Liasiities
Pol Esngloyment Haalth
Totul finance charges

REPAIR AND MAINTENANCE

Reomds. Pavemanis & Bridges

Sieem waber

Ezcircity Tranamission & Reticulaton
Saraoy Lighting

Wnier Redeutation

Sanievon Setisulation

Pana & gardena

Spnrtafiside & gindin

Camatanas

Genoral vahicles

P & aguipment

F 20 B ottt olfco equipment
Civlz Land and Bulldings

Total ropakr and maintanance
Lesu:Transterrod to Discontinued Operations- Note 50.2

BEULY PURCHASES

Total Buik Purghoses

OTHER CPERATING GRANT EXPENDITURE

‘Oparating grant expondiiure per vobe
Budzal sng Treaswy
Corpoate Senvices
Elwcirieity
IPED
Fafuse
Ropds Transpon
Venar and Sanzatan

Tatal Dperating grant expenditurs

Page 66

e 2018
4 485 485 Bdiz1
3302011 5154 532

Inia __jseres

2 TE2 401 21 602 504
- B51 824

5507 10658
T B2 708
22 801 848 23 007 505
- 144 094

101 8 104 3871
120034 57 TBS
400 101 AT8 760
B22 053 TaE 828
—— 1

1425 508 1245288
&2 2e 324 142
1401 781 337 BT
Tiggat 14 000
- 2 580 282

. 81850

T4 00D 234894
10 az7 2870
450 ATT 535
1072011 1002 548
435 982 2842810
] BB 4TS
1845816 1540331

Jole ez %m’
THIE iﬁi!!

15 628 853 14 B0a 208
15 828 053 14 805 208

4 269 805 amMserr
- 30T

16421 053 B 75T T54
442 720 2305 680
200 T80 1686 416
5532 845 5638 81

YT




Congress Fae
Cenauiting and Professianal faas

Elacirisity Servics Charges
Entarainment

Fiela Band Project

Finn? Managemans

FAIS Evpendiure and Lissncss
Fusf amd oll

Mnrnnce

Leasrziip

Lez2n ractals an opanating lease
LiErary Aseats

Lizenss Faes

Mertdag

Lrtaiin! Stomes

Einyde Cup

Mazties! Exams

Netvwork: Infrastruciure Improvament
NEr Cornacions

Pnimar Surialy

Pt Hire

Prztecun Cinthing

Publis participetion

Rrfuse Sage

Ralzzatisn Cost

Ravenus Snhancomant

= 18 Enhancemant Strategy
San'tation Grean Orop

Seeutly

Specic! Community Projecss; axample Yoush day

Stalf Tools Of Trade

Shudy Assistancs

Suteziptan and Membership foes
Sobsistonce and Travel
Toleghons snd fax

Tradifans Loaders Expandéure
Trairing

Transport and fraight

Trovad - ioeal

\ahuatian ol

‘Werd Cammiton coat

\Wisar Blus Orap

Watar Pusification

Water samplos

Vatniass Day

General

Expenses
Less: Transferred 1o Discontinued Operations - Note 50.2

General Expenses Continued

EMALAHLENI MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

Page 67

018 2ms
R R

- 21 562
B70 480 |3 513
30656 284 3073459
256 550 180773
18 202 15113
- 1676 588
46T &70 131855
- 17318
1 540 580 1177122
18 630 2500
1 680 Tda 1545 DOF
Tig51 J3TE4
115857 9528
504 059 BTR 024
05 39 340204
312 171 -
1200370 452 735
16958 58I
761 51 750135
1298 T 2 T80 505
1 267 67T 1108 081
- a2 400
31828 398828
- 174 821
4158 508 484 282
L1t 137 21
53 001 1 337 564
200 285 456 125
1140 20
3 0a7 501 800
. 205
18 880 2650
&1 200 89 75T
477 B4 3T 234
182 610 251 001
7 638 10348
1 458 251 1 670 164
J440 047 2584 21
698 100 302 089
1028 763 B47 BB3
338 300 219622
57 800 33000
135116 327 go4
- 28250
26451 988 1 TE5 575
1 568 563 1644 573
- BiT2
200 000 226 578
arTe1a TTa 950
2486 51 2265455
1 881 570 1 553 Te8
T4 980 70480
471 485 B85 040
617 533 558 434
4571 a8 5217 194
5T 750 8080
725548 463 342
- B 044
- 818 809
- 344 159
781755 418 T51
41553 053 #1726 110




EMALAHLENI MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016
CORRECTION OF ERROR IN TERMS OF GRAP 3

Marratives of the corrections of errors

m mmmmmmmmmmmuwwmmmm reporting period, with iha resus that
ihe Pavablas from Exchange Transactions and input VAT uwore understaled and Accumulaled Surolus overstatad, This emar s iow feclifid ratmepecively
wiif e Tellowine entrins - (O Accumuiated Surnius R1 410 260,43 _ [Cf) Payabies from Exchanga transactions R1 478 72201 and (D VAT RES 431.58

fil} Crec amounts of RT 57201, R229.72 and R437.20 reapectively wars inchuded under Recahvaties rsm Exchancs iranssclons during 20142015,
TIug 2dror |6 v carmsciod.

Ell Paymonts recebved by advance from debsars in the Bling Svstom ware incorrecy disciosed &8 Recivabies- Exchanas and Recoivables Mon Exchange
Transacgons i should hava been disclosed as Pavobées from Exchanae Transackons with ihe rodut that al the compements were understatad and therefons
now carecied.

i) A COAF was m-ddwhuhnmmmhﬂmmw“mimmmm Iha fiolicraing ervies (00 Accumulnled

Surplus R3TT 251.51 (DI) Other Assets -cost nmnuumnmmmwmﬂmmunwmm Dapreciation- Community
Astals RBA0 74912

v} First-time recoanition of mwfmc-ma!mmmmmmm eniries ; (OF) PPE- Community Assots R 396 661,64 (Cx)
Afcsmutied Depreciation RET 921,71 (CH Accumulated Surplus-price years -1 314 848,74 (D) Ancumutaled Surslus-currant year (decrecinfion) R13 968 62

[vil Fire-fme recoani@on af Land and mmmhmm.ﬂhmimmmmmm:mmmmm

R4 8146 800, (Cr) Accumidated Depreciation REGS 350 [CE Acourrulated Surphus -poior vaars R4 157 600 (D} Accumulabed Surpius -curent voar-idesmciation)
128 060,00

(wll] Firmt-tenie recognition of Oithar Asseds feaund with tha annual asaet count crovisusly not inclugded in thi assst register, This ame ia fitw ratrospactivaly
coracied with tha falowing entries :PPE -Other Assats 4T 870.88 (CH) Accumulnted Denceciation R117 B67.28 (G Accumulited Surpius -arior years
R 50 883,08 .08 mwwmmrmmmm

Ivili Assats wers [252 voar Intomectly capiaised umanerimwmmmn-um::mmmM-ﬁw
471 83297, 104 Accumnuiated Depreciation- Communily Asseds 391 208.65 (L) Accumrulated Deoreciation- Land and Buikdings R10 523.52

(L] :na:whwlmmm%mm-m'mnhnmumm the resull that due 1o changes in the useful bves of components of
mmmummnmmmmmmmmummmmummm
srare. Tha eried i cofrect ha sccumulated dapreciation o reflect the comect book value of tho assets a8 af tha pravious vaar, ane as foliows ©

Accumuiaind Supkis-onor vears RSS 105 258 Accumulated Surolus cument vear- (dedrociation) R380 334 and (01} Accumulated Dopreciation
Iriraatruesre RAS 485 580

{x] A arrarin the cabculation of deprociafion in @ single bem in the Land and Bulcings assals rocister was found, Tha smor is now comected with the following )

s (D Accamuinted Surchus -prics vear R18 126,03 (D% Accurmuinted Surplus-curten] vear [depresation) 16 122,03 ang (C1) Actumualed Depreciation
LEnd and Buldings wilh R332 260 08

2018 014
R R
ACCUNMULATED SURPLUS
Balasze sreviously reposted 450 306 488 469 543 326
Pavables frem Exchangs Trasesctions - see nose 30,01 {1} {1410 280)
Pranery Mast and Enuipmast e note 33,01k (377 252) (377 252)
Frogerty Plast and Loulpment sew note 33.01{v| 13008480 1314 849
Frepesty Plant knd Eculomant see note 31.01{vI] 4 {023 550 4151 800
Propety Flant and Egelomant tes note 33,00 (vl 130 DO4 160683
Property Plant 3o Equisment ses note 33.00 i) (401 832) -
Praperty Plant asd Equismant ses rode 33,0100 (55 455 589) (55 105 258)
Emnarty Plant and Eoulpment sea nete 33010 {18 128)
Restaiod Balance 30072018 0169500 419678020
2018 2014
R R
PFROPERTY, PLANT AND EQUIFMENT
Balance previowsly raparted 430 201 488 422 240 359
Accumulaled Deareciation Commurity ASSets - a8 noto 33,07 (8502 {80z}
Abcumuised Deorecalion Othaor ASSals - soa noba 33,01 fiv) (550 7448) (500 T4E)
Canae Agsets -Cost-se8 note 33.01() 164 000 184 000
Communitv Assets-cost- sas nole 33 04(v) 1368 a2 1 304 BA2
nmwmmﬁmmm~mmummm o7 822) (83 823)
Lana and Buildings -cost- see note 33,01 fvi 1078 400 1078 400
Land anz Bulldings -oos!- sae nabe 33,01 twll 3847 500 3 B41 500
Lend and Suidings Accumutsted Deorecition- soa nals 33.01/v) {866 350) {788 300}
Crhar Assets -Cost-san nate 35.01(vi) 247811 247 871
Omes Assets accumiladed Dopreciation. see nots 33.01(vil) {117 887) (97 208)
Land and Buldinas Accumulated Depreciation- sen note 33.04(vil) (10 B24)
Comimumity Assats- Accumulnied Denrecistion- see note 33,04 0viK) (391 208) -
Infrasinictium Atsels- 4 coumulated Depraciation-see note 33,07k} (55 465 589) [55 105 258)
Land ond Buildines-Ascumulated Daprecation-ae not 33,0100 {18 1261

388 4TE 178 IT2ATE 1M
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EMALAHLENI MUNICIPALITY

NOTES TO THE FINANCIAL STATEMEMNTS FOR THE YEAR ENDED 30 JUNE 2016

PAYAELES FROM EXCHAMNGE TRANSACTIONS

Balancs previously reported

Accuiraiated Supius -s2e nots 3307 M

Recaivables from nen Exchangs Trangactions-gee nata 33.01(1)
Recalvabies from non Exchange Transacfons-see nols 33.09(1)
Racalvabies from Exchange Transactions-see ncée 33.01(H)

Restated balance 30062015
vay

Balance praviously repomed
Pavaties from Exthange ransactions-see note 33.01()
Rastated balanes IN0E2015

RECEIVABLES FROM KON EXCHANGE TRANSACTIONS

Balance praviously reported
FayBlies frem Excnango Fransscions-see nobe 33.01(6)

Featated balance I0/06/2016

RECENABLES FROM EXCHANGE TRANSACTIONS
Payabiaa from Exchanca iransactions-see nate 33,010
Fayabes rom Exchangs ransactions-see note 3301
Reststed balance JAE201E

STATEMENT OF FINANCIAL PERFORMANCE

i PREVIDUSLY REPORTED
3 e Exchengas Transacions - see nobe 33.01 (1)
Puapeny Piant anc Equomend-son notes 33,07 {v)-(x)

Rostated balance J0/06/2015

Page 53

15 202 078 15 07T 414
14THTI2 =
B23%
272 481
418575
17 87T 078 18 077 414
2077852 1522476
BE 433
2 144 284 2 522 478
———— T
3920138 5 380 616
273 481
4 192 596 & 880 618
e —
17 864 462 10 402 833
8239

418 ET%

2018 4
R R
11 166 838
1410280
90



EMALAHLEN! MUNICIPALITY
MOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016

2046 2016
RECOMNCILIATION BETWEEN NET SURPLUSHDEFICIT) FOR THE YEAR AND CASH GENERATED[ABSORBED) BY
OPERATIONS ] R
SurpiusDeficil) for the year 3675 508 (13508 119)
Adiustrrents fee:
DepracationiAmortisation 23 B0 815 3007 507
Gan on disposal of proparty, plant and equipmant {359 B0
Less on daposad of prapaty. plant and equismant 8191 107 1142817
Cantibuted Assels {288 D00} (345 0T5)
Inpainmant Loss - 8247 Ba8
Enpairmant (Reversals) (535 844) {10 341}
Conzibution fromio provisions - Non-Curent 410 T80 1TIEAMG
Cantribution fromio peovisions - Nen-Currenl - Expardiiune incumad {180 033) (116773}
Canfribution fremAo provisions - NenCumen! - Actuarial gaing {184 558) (626 454)
Contribution to provisions - cunment (3 858 293) 4 B35 345
Contribution to provisions — cunment - Expancitune incured 3923 082 13043 200)
Dhahe brpalirmient Trar 4TT 13 567 D2
Cpereing ese ncome | (sxpenses) scorued 15330) {14 184)
Cpeatng SwplusDeficn) befor changes in warking capital 42 540 701 E R ]
Chaingas i woneng capital 4 BA5 482 [17 408 E87)
Incransal{Decreasa) i Poyobles from exchangs iransacions 3832 083 2885855
IntreadelDocreasa) = Uinspent Conditicnal Govarmmant Grants and Rocalpts 8048 741 (1 452 B38)
IncransadDecransa) i Linpaid Condional Govemnmeont Grants and Receipts - 34 654
IncreazaiDecressn) i Taxas {4 453 B45) 378 180
MncraasalDecreass i iInveriony - B8 885
|meraasa Decraase n Recevabiss fram sachange and nen-axchange transactions 4408 313 (18 BR5 485)
Cash genesatediiatsorbed) by operations 47 235 183 18 153 063
CASH AND CASH EQUIVALENTS
Cash ana cash sculvalents included in the cash fow stabamant comprise the following:
Cad invastmangs Degosns - Nabs 17 28 023 440 28583 011
Cagn Floats - Nose 17 20352 21142
Barik - Nota 17 225187 3182 247
Total cash and cash equivabents 8 705 552 31 776 400
RECONCILIATION OF AVAILABLE CASH AND INVESTMENT RESOURCES
Cesn pnd Cash Equividenis - Nole 34 28 296 562 31 776 400
28 295 562 31 778 400

LOBE: 1 157 442 348 TA

unszent Cammined Candiional Grants - Note 7 | 1167442 |[ 348701 |
Rasturces avallubie for working capital reguirements 27138 120 31 427 695
ABocated to:

Cutrant Emploves Banafis 7129458 T aT2

Men=-Curmard Provisions 10825 a17 11 514 635
raaurcas evallabie for workdng capital requirements § 462 T45 12 B8 792
UTILISATION OF LONG-TERM LIABILITIES RECONCILIATION
Leng-amm Liabiies - Nate 2 648 340 B0 3E3
Lised ta financs propedy, plant and equipment - af cost (848 348) (810383}

Cosh a0l aside far the repaymend of lang-derm Hoblities - E
Cash Irrestad for repaymaent of long-term labities = =

Lang-tarm iebiites hava boen uliized in accorsance with he Muricipal Finance Management Act
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EMALAHLENI MUNILIFALLLT
NOTES TO THE FIMANCIAL STATEMENTS FOR THE YEAR EMNDED 30 JUNE 2016 o

s
UMALTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED R R
Unauthorisd supenditurg
Reconciiation of unaunanisod sxpendiune:
Opaning balence *
Unouthorised expenctune for e year - capisl = ]
Unmitharsed axpandsurs far (ha year - oparaling 12824 240 o855 654
Wiissen off by counc (& BEE 654)
Urauthorised expenditure pwailing authorsation 12 624 240 =
Unaushansed sxgentiture on openating veees (s mainky cui o deprecialion and debt impairmant charges
Incldant Disciplina 5
Cwar axpendEur® an approved opanatoaa and ;
capdal budgl, Nong; mport his bean prossated to Councl
wie 016 016 2016
R R R R
{Actual] {Budget] [Variance) {Unauthorised)
Bucgol and Traasury Offcs 40037 281 34154 184 6863198 883 108
Cormimunity and Socsl Sevices 16398 371 17221 118 (B21 T4T) -
Cooparaia Sanvices 17 847 709 18 131 416 133 70T =
Elsctricity 35077 288 42 D01 984 (% 024 B3B) -
Expcutive and Council 33 347 851 34 146 147 (758 408) -
Hausing 1251842 1 257 07O (5 228) -
Pianning and Devesapman) 5814726 5944 624 (135 168)
Fupdc Salety 1 530 308 1532 453 {20567) -
Potuts ® =~ - -
Saad Tranepon 37367 353 41803312 {4 505 B58) =
Spor and Recrantian 1103628 1158 (55 245) =
VWalr = = - )
Westa Walor Meragomen - . - -
Jvasm Managoment 10 573 558 & B33 513 2 741 045 3 741 D45
202 438 TST 201 288 #92 |2 B89 138) 12 624 240
Una.ihcdsed sxpendiuee cument vear - cagital oie 2016 018 2016
R R R R
{Actual) (Budget) [Varlanca) {Unautharised)
Buriget and Trassury - B38 000 (838 000} -
Cammunfy and Soclal Sandcas - 14 2865013 (44 205 613} -
Canporate Sorvices - B218 000 (8216 000)
Exacuive and Councl - 5 976 655 [5 876 655) .
RED . 1210000 {1 210000) -
Tactrical Sendcos = 12430874 (13439674 -
- 43 547 842 (43 84T B42) %
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EMALAHLENI MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED (Contlnuad) e 2016
R R
Erutiess and wastelul expenditurs
RaconcSiaton of rutiess and wasteful expenditung:
Qpening balence 64 040 1T 148 T
Fruitioss and wasioful mxpendite tha year 18 448 BB 040
Witk off by coundil {17 183} {17 1468721}
Recoversd Fruitiess and wasteful sxpenditure tha yoar m -
Fauitgss ang wisoiyl axpandie mniling funher aciion 89 296 58 040
‘ 8
1283
- T
To ba necoversd a_m_ BE033
16 B8 040
lraguter seennditing
Reconciiaton of ragular sxpentiure;
(Oamning balanzs T3 458543 132 804 404
I gdBr Ewpedic e ar Il yoar T 21T 045 20 258 703
ragnaRr apencaLng far 1ha price year
Wil o7 — (80713 988}
Irraguiar expencinure swaling lunhar action - T3 450 843
17 TBE 404
1804 748
856 481
53 230 242
4 352655
2
T 21T 045 T3 458 545
12 685 655 14 531 978
T 434 124 8928 338
5551 51 5605 640
42 Td%% JBET9
gyt 500 000 50 000
u | g - cumant yaar (500 D0} {1500 000}
Al ORI - pravaus raan s
Balance unpald {incieded |n croditors) - -
Budit faas - IMEMA 126 (Nc)]
Opaning halanca - -
Cu yo&r ousdil fon 3658 264 19606 417
S=isrmal Aval - Auitee Generad | assezed || 2086417 |
AMOUnt om0 - CUmen: vamr {3 954 Z84) (2 688 417
fzlance unpald (inciuced in creditors) = -
MAT - [MEMA 128 Hien
Cpening calancs
AIMOUMTS (0BG - SUMTaN] e R?mﬁ ;gg
AMBUIS Feceaed - pravious years 1282 752 1 702 835
AMoUntE ClEimed - cumant yar {10391 357} {10 080 T4T)
Cleelng balance - [Recelvable) | Payable {3 951 0d4a) 2 083 E28
VAT [ payablairecenmbie on Ehe cash basis. VAT ls oaly pald over to SARS once cash s received fram deblors and claimed
fom S27S ance payment i made to credhons S
BAYE, S0 and UIF - (MEMA 128 (11{c1]
Opaning balanca GG 83 -
Curant year paryrol deductons and Coundl Contibuticns 378047 #1808 670
Amourtt pald - cuevent vear {10328 878) {8 BST 030)
Balance unpald {inciuded In creditors) - o449 B39
Fepsien ang Maclos] Ad Deductions - IMPMA 126 (1)
Oparing balance
Curming year payrod Secuctions and Councll Caniributions 12 478 B7O 11 206 347
AmIunt gEd - curmant yaar (12 478 870) (11 268 347)
Balance unpaid (included in craditons) = =
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EMALAHLENI MUNICIPALITY
HOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT [CONTINUED)

Councilors arrear enaumer Aeoounts - INFMA 134 (Tim1
The faliowing Courscliars had erear sccounts for moee than 90 days as at 30 June:

016 2015
R 1]
Quistanding Outstanding
mare than 80 mars than 90
days auys
famas, B &1 581 25214
Godia, M 182
Total Couneillor Arrsar Consumer Accounts 51753 26 214

Counciior Komani's account has baen handed over for cobsction. Councilor Godi's prapany has bean sold o Mr LW Ngoongsa howeyver the proparty has nat
Badn ransfened and thus Councilor Goda st refects a3 e debior on the sysiem.

Cther nop-compllance [MFMA 125(2)el)

Ty of Saction 65(2) 0] of tha Municipal Finance Managemanl Acl, 2003 (Act Ma 55 of 2003) (MFMA)
Suine Craiiors wo'e not peid within 30 days.

Run-Gomoliznce with Chap

In beerms of secion 38 of e Muricipal Supply Chinin Mansgamenl Reguiations any deviation from the Supply Chain Management Policy
nestT = an gprovelicandanad by the Municipal Marager and nobed by Council.

Tatal Buppliors Amount

Dawiaiions (Sole Suppliars) approved by Municipal Manager 3 1718 507

CAPITAL COMMITMENTS R R

Commiltments in respact of capital expenditure:

APPITYES AN congEcsad for L] B0 17 555 428
Infrastucture 4 850 BI0 17 5565 428
CemEuniy = =
Ot - -

Aparoved but not yed coniracled far "

Yol 4 B30 800 17 BEB 428

Trs axpandhes Wil b Eaanced from:

Ernad Lears .

Captal Replacemant Resarve =

Gowarnmant Grants 4 G20 800 17 555 428
Tol 4 650 800 AT 555 426
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EMALAHLENI MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016
018

FINANCIAL RISK MANAGEMENT

Thiv activities of ive municpolity epose # o @ vaksty of Enancial sk, inclusing marost risk (comprising fair valus inbanast cale ek,
cash flow intarest rate rsk and price risk), credd risk and Bquidy risk. The municipallty's ovarall risk management programme
facuses on he unprediciobdity of financial markets and seeks o minimisa pobental adverse afiocts on the municipality's Smancial
performance,

1)

=)

1)

Foreign Exchange Currency Risk

Tive muricipaly did rot angage m any foraign currency ransacton.
Prica risk

Tha muricipaliy 3 not axposed bo price rsk.

Intarest Rate Risk

Mﬂmmwmmm e antfy's incomo and operaling cosh fiows &e Substantady
dagzendent on changes in markal interest rales

The muricpality taalyses Ba polantsl expesune B0 indereal rale changes on & conSmuous Desls, Diferent scenaros ane
Eirulated witich nctude refinancing, rendwal of currend poaitions, abemetiva financing and hadging. Based on these BCENANGE,
the antily calculetes the impact thal 8 change in interest rates will have on iha surplaidascl for tha year. Those scenarios ana
21y Elmuiniad io° ianiilies which constituta (he majanty ol inberast baaring Labilties.

Tra municipaRy dif not hedgs apsnsl sy intareal rale fisks curing the cument year.
Thas potentinl impact on the entty's swphusioalicl for e year due to changes in interast rasos waro a3 Tollow:

1% 2132 - 2.8%) ncreasa in inlarest rates
Lo (2012 - 0.5%) Daoraass in intoresd rahes

Cradil Rizk

Creds risk (8 (he fk (hat & counter pany 1o @ fnandal or non-financial asset vl fal 1o discharge an cbigation and cause (he
ruriipalty % inur a Enancisl oss.

Cracs risk consial mainly of cash deposits. cash equivalents, irade and cther recelvables and unpaid condiional grants and
SLIRENES

Recsivabies aro disciosed nat bfer provisions ane made for mpaiment and bed debils, Trade dettors comprise of a lage
ArﬂﬂmﬂmwmmmmmWMMMHmm
ira financisl conaivon of thesa deblons. Credi risk peraining [o trade and other deblons is consicened (o ba moderate due e
avefeified nature of debtors and immateriol nature of individual balanced. |n tha case of consumer debiors the municipality
sifactively hae tha right to tlerminate services o cusiomens but in practics ths is difficult fo apply. In the case of deblors whose
nesnui becama in amears, Councll endeavours to coliesl such accounts by “avying of penaly charges”, “demand for
[paymant”, “rasincton of sorvices™ and, 83 o Inst rescet, “handed ower for collection”, whichover procedure is applicable in terms
of Councl's Credil Control and Debt Colecion Policy.

Tha credi cually of recelvabing are assessed on individual debters basls, The accouris are than impaired on & inclvidual basls
Ented on ihe risk profiledcredi quality associnsnd wilh that indhicdusl account

Al raias and sarves e payable within 20 days from invoica caie. Refer 1o nole 14 and 15 for al balances cutstanding longer
ten 30 doye. Thase balances roprosent ail deblors 8 year and which defaulted on their crodit leems. Also refer to nota 14 for
Balaaces inohced in receivables that were re-negotialed for the pafod undar Peview,

Page T4
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EMALAHLENI MUNICIPALITY
MOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 20 JUNE 2016

FINAMCIAL RISK MAMAGEMENT [CONTINUED)

Balonces past duk nof impaled: 16 a1 e ir
% R % R
Her-Exchange Recenabias
Ralee and other racevables 100.00% 2 B26 452 100.00% & 192 556
Exchpnge Recenvating
Electicity 41.63% 3132118 18.21% 2706 531
Rofuse B0.05% (5 157 721) 26 84% {4 935 182)
Ot 127.12% 0485 735 111.89% 20527 837
100.00% 7 450 830 100,00% 18 389 ﬁ

o socaivahies are pladged &S sacudity for Enancal labistion.

Oun @ s ghar 1o nalue of receivables the camying valus disclosed in nole 14 and 15 of the financal stabamants &5 an
appraximation of s fair valus, Inieres! on ovardus balances an included s prime lending rate plus 1% whoro applicable,

Tha provisian far bad deots could be alacated betwaan e Sffanont casses of dettors & folows:

2018 2018 08 2018

E ] R % R
Raas and othar recelvablas 100.00% 11 267 7175 100.00% T BES TB4
- Recavat
Elaciricity 2.54% 1 083 803 1.88% T8 488
Rifuss W2.57% 38TT4 125 B7.38% W 015833
Cahar 4.89% 2080423 081% 246 188

100,50% 41 B84 150 100% A0 DED 28T

Anamount of R 3 285 568 deli was wilen of - (s0 also note 15)

Tra ondty oriy depcails cash with major banics with high qualty credil standing. An emount of R100 000 |s pledpe as sacurily on
3l dgposis with Stoncard Bonk. ABhgugh Te cred risk pertaining to cash and cosh squivalonts ane considersd 1o bo ki, i
MAxmUM SXpoSuTE ane disciosad below.

T eality Fas oo non-current nvesiment transactions

Tha banks wdisso oy the municpality for cumant and non-cument invesimants are i listed on the JSE. The cracit quakty of
thase instStulions e svnlualed based on thelr reguied SENS mdoases as wall 83 cther media reporis. Based on ol pubdc
communicaticns, e financal susisinabliy s evalusisd 1o be of high quaily and ha credt rak perisining 1o Sees insifutions
e conskdenad 10 be low,

Tha figk peraining to unpaid conditional prants and subsidios are condsidorad 0 be very kow. Amounts ae receivabie from
ralicaa! and provincial povemimant and e ore no expoctations of counier party default

All receivacies ore nchidually evatisted annualy at Siatement of Financial Position daie for impainmant.

206 2018
Froancial nsseE axposed 1o credl ASk a1 year end oo as foliows: R R
Recehvables from exchange bansaclions T 466 §30 183849 218
Recaivables from non-exchange ransactions 2825 452 4 152 566
Cash and Cash Equivalents 28295 562 31776 400
Unpeid eanditicnal rants and subsidias ! =

38 691 644 54 358 IT2
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EMALAHLENI MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016

FINANCIAL RISK MANAGEMENT [CONTINUED)

fe) Liguidity Risk

Pruden hquidiy risk managament imples mainisning sufficiant cash, the avalabdity of funding threugh mmﬂmﬂ
commithad credk taciities. mmmmmﬂwummmwwmnmw
maintaining ovalsbiity uncer credt ines.

Tumwnd:kmmwllamummmwwmmmmwmm
rough BN engaing review of fubure commimants and credi faciities.

hmmmlmmmtwwmmmmwmhmmﬂh
anmmmmmmm.mMMthmmmmw
fiws. Emmmﬂmﬂmmmmuummdmhmw

Losa than 1 Betwoen 1 and 5 Botween & and
year YRars 10 years Ower 10 Years
2
weng Term liskiEss - Firmnce Loass Liskity 352 B#0 320075 z ha
Capltal regamants 2T 8N 205 48%
Irasrast T3 089 4 881
Lo Tesm kabitiies - Hire purchass Loase Lisbility TE 481 £ =
Capital repaymants Taps a - -
\ntanest 420 0} = =
Trade and Otha Payabias T0 381 204 - B .
Unapent cocietisn ol paveTIman granis end receipls 1 157 442 % - =
—rewom s 07s : -
Leas than 1 Betwoen 1 and § Betwenn B and
yaar years 10 yaars Over 10 Years
F0U8
Long Tem kabitins - Finance Leass Lisbiity 232 845 - L
Capit=d repaymonts 203 818 - =
Intanast 28 678 - =
Lang Tarm liabdites - Hire purchasa Lease Liabilty 133 825 255 459 s =
Cepual ropayments 107353 234 735 - -
irimrnnt 26442 21784 . .
Trae and Other Payables EGEE - - -
Imsnent taadtan s geeamment grants and receipls 348 T = * o
42 106 488 265 488 - 2
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FINANCIAL INSTRUMENTS

EMALAHLENI MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016

In sccordance with GRAP 104 thi Snanclal insiremaents of the muricipaity are classified as folows:

The tair valsg of finenciol instruments appraximales tha amceised costs 89 refeciod beiow,

Back Balancws and Cash
Benk B Ancas
Cash Fizals and Advances

SUMMARY OF FINANCIAL ASSETS

Flrancn! instrumants at amortised cost
Al amcrused comt

[Elnangial Liabiity

Long-torm Lisbilitss

Caghalised Lanse Linbifty

Fiire Purchass

Payaluus fram excisnpe transactions
Traca Fayabies

Thira party payabias (Payrof)

Paynueiss fochwed In sdvance-pre pald elactricty
Sunsdry Dapoaits

Surdry Cradiors

Other Payablan

Gawement Sudsidiss and Grants
Current Portion of Long-tenn Llabilities
Cagitnised Loass Lahily

Hira durchase

BUMMARY OF FINANCIAL LIABILITY
Flanagla' ingtruments at amariissd cost
EVENTS AFTER THE REPORTING DATE

Koo

IR-HENG DONATIONS AND ASSISTANCE

W

PRIVATE PUBLIC PARTNERSHIPS

Finmncial natrumants &1 amortised cost

Financial instrumenls &l emodtised cost
Financial insirumaents at amerised cost

Financial instrumants &l Smontised oo
Financial instruments at amortsed cosl

Finarcal instrumants al arorised cool
[Finmncsi instrumants Bt amantised casl

Financal instrumants ol amortised cost
Financial mstrumants ol amorisod cost

Financial instrumants at amorlised cost
Financial insirumants at amortisod cost
Financial instruments af amortised cast
Fnancal nsirumanis a7 amorilised cost
Financial insirumanls 81 mosiisad cost

Financial nsirumanis al amortised cost

Financial insiruments i amotised cost
Financial instrumerls &l amedtised cost

Councl nas not enteded Mo any private pubic parinerships during the financial year.

e 018
R R

T 486 830 18380 278
2826 452 4 182 565
26 023 440 28883011
225181 3192 247
20 252 21142
38 551 6ad 4 158 272
338 591 64 54 358 172
35 501 644 54 358 272
285 485 473 860
L] Tioa2
15 083 8O3 10684 264
16 330 1035
210 488 85 578
21840 11800
54 008 1250160
1157 da2 8701
279 B 160 510
TI0E3 72550
22 367 481 18 447 124
22 367 481 18 447 124
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EMALAHLENI MUMNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2016

CONTINGENT LIABILITY 2016
mmimmwwmmmhmmmmmim 41 000 000
The Municipaity is being susd by O 5 O'Rally for domages sufered dus & nagigence by ine munisipaley in taling to maintsin and

maritor the structure of he dam wal nd dam ouliel of Hogselt Dam, 50000
£ Gradz Gratuties are payable regerding contracts for Sec, 55 Managers an bermination of consraet 1281 432
Ciaima Against Counct 3311 432

Inalihe abova casen a pasaible abligation to pay for the avents remaln ai 30 Jume 2016, bul uncertainly prevaiis of the achual tms of thae oulfiow of furds.

CONTINGENT ASSETS

A fraud 235 coouned sfer AFS was submittod fo e amoud of RI32 18694 322 187

s

15000

100 000

11585311

—T3

Camiens by Counch

i

Il ihe above cases. possibie recovery of funds remaln at 30 Juna 2018, bul urcoraine orovals of the actusl fime af the infiow of funds.
RELATED PARTIES

Ky Managemant and Counciiors receive and pay far sorvices on hﬂmhmmwﬁﬁmummmjm.

Tha rmhss, SAMvICE CHarpes and olhar chivges &re in accofdance with approved tarfls hat weee advertised to the public. Mo bad
o8kt expiises nave boan recognieod in respact of amounis owed by related parties,

Relztad Party Lanne

Mo

Compensailen of key managemaent personnel

Thie campansation of key managamant persanngl |s sl cul in noto 23 o the Annual Financiad Siatements.
Gifier ralatod pary ransactions

T iofiowing entty exist duning the year whens Councillars or sta®f have an intanast

_ Amountof. Cutetanding
Sauncilodi Member Entity Transactions EBaymenis mads Bayments
P Graying UNIVERSAL GARAGE R 227 5TRAS R227 578.48 RO.00
1 Dyibeam E.N Dhyubale Buiders R 255 495,00 R 255 499,00 RO.00
W Ziclul Fhazimin Heirings (Py) LTD R 135 555,71 # 135 555.71 10,00
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EMALAHLEMNI MUNwirALL

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

DISCONTINUED DPERATIONS

recipaity ' pahaifl of the \Walar
i acied mmnmqmmmwmammmmm
mw.m%umum.MWMMMnmuwmn
Revanue fursctions as from 1 July 2014,

Ernplayas Beaellss

Post Reliramend Benafits - Refar 1o Nata 3.1
Leng Servics Awards - Rafer 1o Nole 3.2

Tetal Man-cierrent Employes Benefit Liabifities

Post Betimmigal Beosiiy

Balance T July

Contrioution for i yaar

insanest Cosl

Experoitune for e year

Actusdial LoasiGain)

Racovand

Temn! post retirement Sanefits 30 June
Less; Traraterof Current Perticn - Note 3.1
Balanas 30 June

Long Seovice Awarce

Bamrcs 1 July

Conwiguation for the ysr

intoest Cost

Expandiue for the year

Ackinii uossiGan)

Rezvemd

‘T gtal i sardicn 3 June

Legg  Transfer of Curent Partion - Note 3.2
Bajuse 30 Juna

TG TAL NON-CURRENT EMPLOYEE BENEFITS
Beancs 1 July

Conuinution for e yaar

Irigiasd CO8L

Exgpenatuns for the vear

Acieansl Less{Gan;

Razvoared

Toisd ennpoyet beneiits 30 Juns

Lgsn;  Transler of Curmont Poftion - Mode 3.1
Babuze 30 June

CLURRAENT EMPLOYEE BENEFITS

Cuved Partion of Post Retirement Banefits - Nota 5
Curisr! Farion of Long-Servios Provisons - Nole §
Frovidlon for Smif Led hoba 5

Simil Boruses accrued Nowa 5

Tkl Current Empeyos Bansfils

The movement n currant emplayes benefits s roconciled as follows: Note &
Arrrrinean for JIpi L 8RR

at boginnirng of year
M 10 SRS pOrian

il

Twial Lianklidas asscciated with Discontinued Oparstions
Asduls sssngiaied win Discontinued Qoeraticns
Trado Recelvables from sxchangs transactions

Vvntar

Sewarage

Tatzl: Trade receivablos frem exchange transactions [before provision) - Note 18
Luna: Provision for impalrments - Mots 18

VWabar

Sewarnge

VAT

Total: Trade recsivabies from exchange transactions (sfer provision) - Note 18

Tatnlt Assels nssociated with Discentinued Oparations

Ll 2018

1147 585
- 237 027
= 1mﬂ

1 147 585 1003 748
123413

82 240

(71820

7147 888

11147 B88)

3T azar 254 040
489738
19288
(24 078}
s 308 884
- %'I ﬁ!i
1 304 572 1247 788
al 173 151
- 111 541
o (95 B9
L]
u T
- 1
— e e
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EMALAHLENI MUNICIFALIIY
MOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 230 JUNE 2016
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