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SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Accounting Officer's Responsibilities and Approval

The Accounting Officer is required by the Municipal Finance Management Act (Act 56 of
2003), to maintain adequate accounting records and is responsible for the content and
integrity of the financial statements and related financial information included in this report.
It is the responsibility of the Accounting Officer to ensure that the financial statements fairly
present the state of affairs of the Municipality as at the end of the financial year and the
results of its operations and cash flows for the period then ended. The external auditors are
engaged to express an independent opinion on the financial statements and were given
unrestricted access to all financial records and related data.

The financial statements have been prepared in accordance with Standards of Generally
Recognised Accounting Practice (GRAP) including any interpretations, guidelines and
directives issued by the Accounting Standards Board.

The financial statements are based upon appropriate accounting policies consistently
applied and supported by reasonable and prudent judgements and estimates.

The Accounting Officer acknowledges that he is ultimately responsible for the system of
internal financial control established by the Municipality and places considerable importance
on maintaining a strong control environment. To enable the Municipality to meet these
responsibilities, the Accounting Officer sets standards for internal control aimed at reducing
the risk of error or deficit in a cost effective manner. The standards include the proper
delegation of responsibilities within a clearly defined framework, effective accounting
procedures and adequate segregation of duties to ensure an acceptable level of risk. These
controls are monitored throughout the financial year and all employees are required to
maintain the highest ethical standards in ensuring the municipality’s business is conducted
in a manner that in all reasonable circumstances is above reproach. The focus of risk
management in the municipality is on identifying, assessing, managing and monitoring all
known forms of risk across the spectrum. While operating risk cannot be fully eliminated,
the municipality endeavours to minimise it by ensuring that appropriate infrastructure,
controls, systems and ethical behaviour are applied and managed within predetermined
procedures and constraints.

The Accounting Officer is of the opinion, based on the information and explanations given
by management, that the system of internal control provides reasonable assurance that the
financial records may be relied on for the preparation of the financial statements. However,
any system of internal financial control can provide only reasonable, and not absolute,
assurance against material misstatement or deficit.

The Accounting Officer has reviewed the municipality's cash flow forecast for the year to 30
June 2017 and, in the light of this review and the current financial position, he is satisfied
that the Municipality has or has access to adequate resources to continue in operational
existence for the foreseeable future.

The financial statéments set out on page 4 to 67, which have been prepared on the going
concern basis, were approved by the Accounting Officer on 31 August 2016 and signed
hereunder.

b ar—
Municipal Manag\er/

31 August 2016




SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Statement of Financial Position as at 30 June 2016

Figures in Rand Note(s) 2016 2015
Restated
Assets
Current Assets
Receivables from exchange transactions 4 621,372 562,723
Receivables from non-exchange transactions 5 3,353,521 794,208
VAT receivable 6 1,796,404 1,104,065
Deposits paid 7 852,563 15,410
Short-term investments 8 135,000,000 171,000,000
Cash and cash equivalents 9 99,300,736 85,303,098
240,924,596 258,779,504
Non-Current Assets
Investment property 10 25,962,600 25,962,500
Property, plant and equipment 11 24,182,520 24,980,718
Intangible assets 12 86,885 86,885
Heritage assets 13 35,028,000 35,028,000
Long-term receivables 14 187,682 182,480
85,447,487 86,240,583
Total Assets 326,372,083 345,020,087
Liabilities
Current Liabilities
Payables from exchange transactions 15 25,518,231 28,907,557
Post employment medical benefit 17 3,848,652 3,897,396
Unspent conditional grants and receipts 16 - 9,013,499
Provisions 18 719,459 414,248
30,086,342 42,232,700
Non-Current Liabilities
Long-term portion of infrastructure levies 15 1,022,570 1,022,570
Post employment medical benefit 17 59,093,676 61,490,613
60,116,246 62,513,183
Total Liabilities 90,202,588 104,745,883
Total assets less liabilities 236,169,495 240,274,204
Net Assets
Reserves
Revaluation reserve 19 76,957,915 76,957,915
Accumulated surpius 20 159,211,580 163,316,289
Total Net Assets 236,169,495 240,274,204
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SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Statement of Financial Performance

Figures in Rand Note(s) 2016 2015
Restated
Revenue
Rental of facilities and equipment 21 1,394,663 1,208,685
Government grants & subsidies 22 95,432,020 89,383,637
96,826,683 90,592,222
Other income
Reduction in provision for debt impairment 5 8,154,268 806,679
Actuarial gain on post employment medical benefit 16 4,084,028 -
Fair value adjustments 10 - 365,000
Income from agency services 21 45,797 41,669
Interest income 21 18,054,689 17,261,678
Other revenue 21 646,038 222,912
Impairment reversal 21 - 128,347
30,984,820 18,826,285
Operating expenses
Actuarial loss on post employment medical benefit 16 - (1,261,518)
Bad debts written off (124,199) (293,303)
Conditional grant expenditure 23 (12,497,854) (7,173,355)
Contracted services (2,863,326) (3,234,332)
Depreciation 11 (1,758,778) (1,462,117)
Discounting of post employment medical benefit 16 (6,317,885)  (5,590,491)
Employee costs 24 (45,180,372) (41,250,102)
Impairment (6,967) -
Fines and penaities 48 (433) (782,229)
General expenses - other 47 (62,732,042) (41,762,667)
Loss on disposal of assets (230,428) (583,551)
Other grants and subsidies paid 23 (10,576,799) (13,189,525)
Repairs and maintenance (627,129) (474,625)
(131,916,212) (117,057,815)
Deficit for the year (4,104,709) (7,639,308)




SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Statement of Changes in Net Assets

Revaluation Accumulated Total net
Figures in Rand reserve surplus assets
Opening balance as previously reported 76,609,935 174,907,873 251,417,808
Adjustments
Prior year adjustments (refer to note 28) (806,986) (4,178,484) (4,985,470)
Balance at 01 July 2014 as restated 75,702,949 170,729,389 246,432,338
Changes in net assets
Revaluation 1,254,966 - 1,254,966
Deficit for the year - (7,639,308) (7,639,308)
Opening balance as previously reported 76,957,915 163,090,081 240,047,996
Adjustments
Prior year corrections (refer to note 28) - 226,208 226,208
Balance at 01 July 2015 as restated 76,957,915 163,316,289 240,274,204
Changes in net assets
Deficit for the year - (4,104,709) (4,104,709)
Balance at 30 June 2016 76,957,915 159,211,580 236,169,495
Note(s) 19 20




SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Cash Flow Statement

Figures in Rand Note(s) 2016 2015
Restated
Cash flows from operating activities
Receipts
Grants 86,418,521 85,540,613
Interest income 18,276,686 16,900,105
Other receipts 6,670,884 1,751,148
111,366,091 104,191,866
Payments
Employee costs (44,875,161) (41,625,159)
Cash paid to suppliers (25,033,214) (19,597,212)
Fines and penalties (433) (782,229)
Other payments (567,424,983) (35,433,877)
(127,333,791) (97,438,477)
Net cash flows from operating activities 29 (15,967,700) 6,753,389
Cash flows from investing activities
Purchase of property, plant and equipment 11 (1,403,299)  (1,057,748)
Proceeds from sale of property, plant and equipment 1 205,323 47,499
Increase in deposits paid (837,153) -
(Increase) / decrease in long term receivables (56,102) 49,392
Net cash flows from investing activities (2,040,231) (960,857)
Cash flows from financing activities
Repayment of other financial liabilities 16 (3,994,431)  (3,994,813)
Increase / (decrease) in short-term investments 36,000,000 (46,000,000)
Increase in long-term infrastructure levies - 71,709
Net cash flows from financing activities 32,005,569 (49,923,104)
Net increase/(decrease) in cash and cash equivalents 13,997,638 (44,130,572)
Cash and cash equivalents at the beginning of the year 85,303,098 129,433,670
Cash and cash equivalents at the end of the year 9 99,300,736 85,303,098
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SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Accounting Policies

1. Presentation of financial statements

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

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

A summary of the significant accounting policies, which have been consistently applied in
the preparation of these financial statements, are disclosed below.

1.1 Presentation currency

These financial statements are presented in South African Rand, which is the functional
currency of the municipality.

Al figures in the financial statements are rounded up to the nearest Rand.

1.2 Going concern assumption

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

1.3 Basis of Preparation
Statement of compliance

The annual financial statements have been prepared in accordance with the Standards of
Generally Recognised Accounting Practices (GRAP) prescribed by the Minister of Finance.

These accounting policies are consistent with the previous period.

Accounting policies for material transactions, events or conditions not covered by the above
GRAP Standards have been developed in accordance with paragraphs 7, 11 and 12 of
GRAP 3. These accounting policies and the applicable disclosures have been based on the
South African Statements of Generally Accepted Accounting Practices (SA GAAP) and the
International Public Sector Accounting Standards (IPSAS), where applicable, in terms of
Directive Five including any interpretations of such Statements issued by the Accounting
Practices Board.

These accounting policies have been applied to ensure that the financial statements
provide information that is relevant to the decision-making needs of users and are reliable.

Basis of measurement

The financial statements have been prepared on the accrual basis.
Use of estimates and judgements

The preparation of financial statements requires management to make judgements,
estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ from
these estimates.

10



SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Accounting Policies

1.3 Basis of Preparation (continued)

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised and in
any future periods affected.

In particular, information about significant areas of estimation uncertainty and critical
judgements in applying accounting policies that have the most significant effect on the
amount recognised in the financial statements are described in the notes.

Estimates and judgements are made to identify impairments required to be made to assets.
The condition of the assets are assessed together with the use of the asset to determine
whether an impairment is required.

The useful life of an asset is reviewed annually and management assess the condition and
the usefulness of the asset at each reporting date to determine the remaining useful life of
the assets.

Offsetting

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

There are no key assumptions concerning the future, and other key sources of estimation
uncertainty at the reporting date, that have a significant risk of causing a material
adjustment to the carrying value of assets and liabilities within the next financial year.

1.4 Investment property
Initial recognition

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

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.

Subsequent measurement - fair value model

Investment property is subsequently measured using the fair value model. Under the fair
value model, investment property is carried at its fair value at the reporting date. Any gain
or loss arising from a change in the fair value of the property is included in surplus or deficit
for the period in which it arises.

Revaluation will take place every five years commencing from 1 July 2007. Should the
need arise, the valuations would be performed more regularly.

Derecognition

Investment property is derecognised (eliminated from the Statement of Financial Position)
on disposal or when the investment property is permanently withdrawn from use and no
future economic benefits or service potential are expected from its disposal.

Gains or losses
Gains or losses ai'ising from the derecognition of investment property (difference between

carrying amount less any revaluation surpluses and net disposal proceeds) are included in
surplus or deficit.

11



SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Accounting Policies

1.5 Property, plant and equipment

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

Recognition

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

Initial measurement
Property, plant and equipment is initially measured at cost.

The "initial measurement" of property, plant and equipment, upon its "initial recognition”
refers to property, plant and equipment's value when the current basis of accounting was
first adopted, i.e. 1 July 2005. The "cost" of property, plant and equipment upon "initial
recognition” is either its cost or fair value at initial recognition. The "cost" of land and
buildings on 1 July 2005 would constitute its fair value on that date as no cost is available.
The "cost' of other assets would be its carrying amount (cost less accumulated
depreciation) as at that date on the assumption that the carrying amount represents the
asset's fair value at 1 July 2005 if the asset was acquired prior to this date.

The cost of an item of property, plant and equipment is the purchase price and other costs
attributable to bring the asset to the location and condition necessary for it to be capable of
operating in the manner intended by management. Trade discounts and rebates are
deducted in arriving at the cost.

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

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

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

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

When an item of property, plant and equipment is revalued, any accumulated depreciation
at the date of the revaluation is eliminated against the gross carrying amount of the asset
and the net amount restated to the revalued amount of the asset.

Any increase in an asset's carrying amount, as a result of a revaluation, is credited directly
to a revaluation surplus. The increase is recognised in surplus or deficit to the extent that it
reverses a revaluation decrease of the same asset previously recognised in surplus or
deficit.

Any decrease in an asset's carrying amount, as a result of a revaluation, is recognised in
surplus or deficit in the current period. The decrease is debited directly to a revaluation
surplus to the extent of any credit balance existing in the revaluation surplus in respect of
that asset.

12



SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Accounting Policies

1.5 Property, plant and equipment (continued)

The revaluation surplus in equity related to a specific item of property, plant and equipment
is transferred directly to retained earnings as the asset is used. The amount transferred is
equal to the difference between depreciation based on the revalued carrying amount and
depreciation based on the original cost of the asset.

Depreciation

Property, plant and equipment are depreciated on the straight line basis over their expected
useful lives to their estimated residual value.

Property, plant and equipment is carried at revalued amount, being the fair value at the date
of revaluation less any subsequent acclmulated depreciation and subsequent accumulated
impairment losses. Revaluations are made with sufficient regularity such that the carrying
amount does not differ materially from that which would be determined using fair value at
the end of the reporting period.

On acquisition of items of property, plant and equipment, the useful lives are assessed as
foliows:

item Average useful life
Buildings 50

Furniture and fixtures 7-15

Motor vehicles 5-10

Office equipment 2-10

Computer equipment 2-10

Bins and containers 5-10

Specialised vehicles 5-20

Specialised Plant and Equipment 5-15

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

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

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

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

13



SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Accounting Policies

1.5 Property, plant and equipment (continued)

Impairment

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

If it is not possible to estimate the recoverable amount of the individual asset, the
recoverable amount of the cash-generating unit to which the asset belongs is determined.

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

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

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

An impairment loss is recognised for cash-generating units if the recoverable amount of the
unit is less than the carrying amount of the units.

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

Derecognition

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

Gains and losses

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

14



SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Accounting Policies

1.6 Intangible assets

An asset is identifiable as an intangible asset when it:

- is separable, i.e. is capabie of being separated or divided from an entity and
sold, transferred, licensed, rented or or exchanged, either individually or
together with a related contract, identifiable assets or liability, regardless of
whether the entity intends to do so; or

- arises from binding arrangements (including rights from contracts),
regardless of whether those rights are transferable or separable from the
municipality or from other rights and obligations.

An intangible asset is recognised when:

- it is probable that the expected future economic benefits or service potential
that are attributable to the asset will flow to the municipality; and
- the cost or fair value of the asset can be measured reliably.

Intangible assets are initially recognised at cost.

An intangible asset acquired at no or nominal cost will be measured at fair value at the day
of acquisition.

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

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

Reassessing the useful life of an intangible asset with a finite useful life, after it was
classified as indefinite, is an indicator that the asset may be impaired. As a result, the asset
is tested for impairment and the remaining carrying amount is amortised over its useful life.

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

ltem Useful life
Computer software indefinite
Intangible assets are derecognised:

- on disposal; or

- when no future economic benefits or service potential are expected from its
use or disposal.
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1.7 Investments
The municipality classifies its investments as "Loans and receivables".

The classification depends on the purpose for which the investments were acquired.
Management determines the classification of its investments at initial recognition and re-
evaluates this designation at every reporting date.

Loans and receivables are included in current assets, except for maturities greater than 12
months after the balance sheet date. These are classified as non-current assets. Loans and
receivables, receivable within 12 months are included in cash and cash equivalents in the
Statement of Financial Position.

Investments are initially measured at fair value and subsequently at amortised cost if
material.

1.8 Heritage assets

Assets are resources controlled by an municipality as a result of past events and from
which future economic benefits or service potential are expected to flow to the municipality.

Carrying amount is the amount at which an asset is recognised after deducting
accumulated impairment losses.

Cost is the amount of cash or cash equivalents paid or the fair value of the other
consideration given to acquire an asset at the time of its acquisition or construction or,
where applicable, the amount attributed to that asset when initially recognised in
accordance with the specific requirements of other Standards of GRAP

Fair value is the amount for which an asset could be exchanged, or a liability settled,
between knowledgeable, willing parties in an arm’s length transaction.

Heritage assets are assets that have a cultural, environmental, historical, natural, scientific,

technological or artistic significance and are held indefinitely for the benefit of present and
future generations.

Recognition

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

Initial measurement

Heritage assets are measured at cost.

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

Subsequent measurement

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

After recognition as an asset, a class of heritage assets, whose fair value can be measured
reliably, is carried.at a revalued amount, being its fair value at the date of the revaluation
less any subsequent impairment losses. Revaluations shall be made with sufficient
regularity to ensure that the carrying amount does not differ materially from that which
would be determined using fair value at the reporting date.

If a heritage asset's carrying amount is increased as a result of a revaluation, the increase
is credited directly to a revaluation surplus. However, the increase is recognised in surplus
or deficit to the extent that it reverses a revaluation decrease of the same heritage asset
previously recognised in surplus or deficit.

If a heritage asset's carrying amount is decreased as a result of a revaluation, the decrease
is recognised in surplus or deficit. However, the decrease is debited directly to a revaiuation
surplus to the extent of any credit balance existing in the revaluation surplus in respect of
that heritage asset.

Impairment

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

Derecognition

The municipality derecognises heritage asset on disposal, or when no future economic
benefits or service potential are expected from its use or disposal.

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

1.9 Financial instruments
Classification

The municipality classifies financial assets and financial liabilities into the following
categories:

- Loans and receivables
- Financial liabilities measured at amortised cost

Classification depends on the purpose for which the financial instruments were obtained /
incurred and takes place at initial recognition. Classification is re-assessed on an annual
basis, except for derivatives and financial assets designated as at fair value through surplus
or deficit, which shall not be classified out of the fair value through surplus or deficit
category.

Initial recognition and measurement

Financial instruments are recognised initially when the municipality becomes a party to the
contractual provisions of the instruments.

The municipality .classifies financial instruments, or their component parts, on initial
recognition as a financial asset, a financial liability or an equity instrument in accordance
with the substance of the contractual arrangement.
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1.9 Financial instruments (continued)

Financial instruments are measured initially at fair value, except for equity investments for
which a fair value is not determinable, which are measured at cost and are classified as
available-for-sale financial assets.

For financial instruments which are not at fair value through surplus or deficit, transaction
costs are included in the initial measurement of the instrument.

Subsequent measurement

Loans and receivables are subsequently measured at amortised cost, using the effective
interest method, less accumulated impairment losses.

Held-to-maturity investments are subsequently measured at amortised cost, using the
effective interest method, less accumulated impairment losses.

Financial liabilities are subsequently measured at amortised cost, using the effective
interest method.

Impairment of financial assets

Impairment losses are recognised in surplus or deficit.

Impairment losses are reversed when an increase in the financial asset's recoverable
amount can be related objectively to an event occurring after the impairment was
recognised, subject to the restriction that the carrying amount of the financial asset at the
date that the impairment is reversed shall not exceed what the carrying amount would have
been had the impairment not been recognised.

Reversals of impairment losses are recognised in surplus or deficit except for equity
investments classified as available-for-sale.

Cash and cash equivalents

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

Cash and cash equivalents are classified as "Loans and receivables" and are initially
measured at cost. Subsequent measurement is at face value or, if material, at amortised
value.

Gains and losses -

A gain or loss arising from a change in a financial asset or financial liability is recognised as
follows:

- For financial assets and financial liabilities carried at amortised cost, a gain or
loss is recognised in surplus or deficit when the financial asset or financial liability
is derecognised or impaired, and through the amortisation process.
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1.9 Financial instruments (continued)

Derecognition:
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 where:

- the rights to receive cash flows from the asset have expired;

- the municipality retains the right to receive cash flows from the asset, but has
assumed an obligation to pay them in full without material delay to a third party
under a ‘pass-through’ arrangement; or

- the municipality has transrerred its rights to receive cash flows from the asset and
either
- has transferred substantially all the risks and rewards of the asset, or
- has neither transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the asset.

Where the municipality has transferred its rights to receive cash flows from an asset and has
neither transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the asset is recognised to the extent of the municipality's
continuing involvement in the asset.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged,
cancelled or expires. Where 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 derecognition of
the original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recognised in surplus or deficit.

1.10 VAT

The municipality accounts for Value Added Tax on the invoice basis.

The municipality is liable to account for VAT at the standard rate (14%) in terms of section 7
(1) (a) of the VAT Act, in respect of the supply of goods or services except where the

supplies are specifically zero-rated in terms of section 11, exempted in terms of section 12
of the VAT Act or is out of scope for VAT purposes.

VAT is submitted on a monthly basis to SARS.

The net VAT is either cIassiﬁed as “Loans and receivables” or “Financial liabilities at
amortised cost".

Measurement
Initial measurement is at cost. Subsequent measurement is at amortised cost if material.

Derecognition

VAT is derecognised when the net payment is paid or received from SARS, whichever is
applicable when the VAT return is presented.

19



SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Accounting Policies

1.11 Grants, transfers and donations

Unconditional grants and receipts

Revenue from unconditional grants is recognised when it is probable that the economic
benefits or service potential will flow to the municipality and the amount of the revenue can
be measured reliably. Since these grants are unconditional and there are no attached
stipulations, the grants are recognised as revenue or, if the asset recognition criteria have
been met, as assets in the reporting period in which they are received or receivable.

Conditional grants and receipts

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

Interest earned on investments is treated in accordance with grant conditions. If interest is
payable to the grantor, it is recognised as a liability and if not, it is recognised as interest
earned in the statement of financial performance.

1.12 Leases

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

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

Municipality as the lessor

Assets leased to third parties under operating leases are included in property, plant and
equipment in the Statement of Financial Position. They are depreciated over their expected
useful lives on a basis consistent with similar owned property, plant and equipment. Rental
income (net of any incentives given to lessees) is recognised on a straight-line basis over
the lease term.

Municipality as the lessee

Leases in terms of which the municipality assumes substantially all the risks and rewards of
ownership are classified as finance leases and where the lessor retains substantially all the
risks and rewards of ownership are classified as operating leases.

Upon initial recognition the finance leased asset is measured at an amount equal to the
lower of its fair value and the present value of the minimum lease payments and the
corresponding liabilities are raised. Subsequent to initial recognition, the asset is accounted
for in accordance with the accounting policy applicable to that asset. Lease payments are
allocated between the lease finance cost and the capital repayment using the effective
interest rate method. Lease finance costs are expensed when incurred.

Payments made under operating leases (net of any incentives received from the lessor) are
charged to the Statement of Financial Performance on a straight-line basis over the period
of the lease.
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1.13 Segmental information

The principal segments have been identified on a primary basis by classification of the
revenue and expenditure in terms of the International Government Financial Statistics
classifications and the budegt formats prescribed by National Treasury.

Segmental information on property, plant and equipment, as well as income and
expenditure, is set out in Appendices B and C.

The standard is not effective in the current year.

1.14 Receivables from exchange and non-exchange transactions

Receivables are classified as “Loans and receivables” and are initially recognized at fair
value. Subsequent measurement is at amortised value if material. An estimate is made for
doubtful receivables based on a review of all outstanding amounts at year end. Bad debts
are written off during the year in which they are identified based on an assessment on the
recoverability of the receivable. Amounts that are receivable within 12 months from the
reporting date are classified as current.

1.15 Non-current assets held for sale and disposal groups

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

Non-current assets held for sale (or disposal group) are measured at the lower of its
carrying amount and fair value less costs to sell.

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

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

1.16 Payables from exchange and non-exchange transactions

Payables are classified as “Liabilities at amortised cost” and are initially recognized at the
fair value of the present obligation of a past event. Subsequent measurement is at
amortised value if material.
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1.17 Employee benefits

Defined contribution plans

Payments to defined contribution retirement benefit pians are charged to the Statement of
Financial Performance as they fall due. Payments made to industry-managed (or state
plans) retirement benefit schemes are dealt with as defined contribution plans where the
municipality’s obligation under the scheme is equivalent to those arising in a defined
contribution retirement benefit plan.

Defined benefits

The municipality provides certain post retirement medical benefits by funding the medical
aid contributions of certain retired members of the municipality. According to the rules of
the medical aid funds, with which the municipality is associated, a member (who is on the
current conditions of service), on retirement, is entitled to remain a continued member of
such medical aid fund, in which case the member is liable for 30% of the medical aid
membership fee, and the municipality for the remaining 70%. The medical aid contributions
are charged to the Statement of Financial Performance as they fall due.

The retirement benefits are calculated in accordance with the rules of the funds. Full
actuarial valuations are performed on a regular basis on defined benefit contribution plans,
unless exemption to do so has been obtained from the Registrar of Pension Funds.

The municipality’'s net obligation in respect of defined benefit retirement and post retirement
plans are calculated separately for each plan by estimating the amount of future benefits
that employees have earned in return for their service in the current and prior periods.
These benefits are discounted to determine their present value, and any unrecognised past
service costs and the fair value of any plan assets are deducted. The actuarial valuation is
performed by an independent qualified actuary on a regular basis, using the projected unit
credit method. When the calculation results in a benefit to the municipality, the recognised
asset is limited to the net total of any unrecognised past service costs and the present value
of any future refunds from the plan or reductions in future contributions to the plan. The
actuarial gain is transacted in full in the Statement of Financial Performance and not
calculated and accounted for according to the "corridor" method.

When the benefits of a plan are improved, the portion of the increased benefit relating to
past service by employees is recognised in the Statement of Financial Performance on a
straight-line basis over the average period until the benefits become vested. To the extent
that the benefits vest immediately, the expense is recognised immediately in the Statement
of Financial Performance.

Accrued leave pay

The leave pay accrual is calculated taking into account the actual number of days accrued
and the remuneration as at 30 June.

Other short-term employee benefits

The cost of short-term employee benefits, (those payable within 12 months after the service
is rendered) is recognised in the period in which the service is rendered and is not
discounted.

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

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

- it is probable that an outflow of resources embodying economic benefits or
service potential will be required to settle the obligation; and

- a reliable estimate can be made of the obligation.

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

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

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

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

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

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

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed
in note 31 and 32.

1.19 Revenue from exchange transactions

Interest and rentals are recognised on a time proportion basis.

Dividends are recognised on the date that the municipality becomes entitled to receive the
dividend.

Revenue arising from the application of the approved tariff of charges is recognised when
the relevant service is rendered by applying the relevant gazetted tariff.

Income collected on behalf of "principals” is recognised on a monthly basis once the
income collected on behalf of the principal has been quantified. The income recognised is
in terms of the service level agreement.

Revenue from the sale of goods is recognised when the risk is passed to the consumer.

Revenue from public contributions is recognised when all the 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 is brought into use. Where
public contributions have been received, but the municipality has not met the conditions, a
liability is recognised.

All other revenue is recognised as it accrues.
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1.20 Revenue from non-exchange transactions

Donations are recognised on a cash receipt basis, or where the donation is in the form of
property, plant and equipment, at the cost of the consideration received or receivable.

Revenue from public contributions I1s 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 is brought into use. Where
public contributions have been received, but the municipality has not met the condition, a
liability is recognised.

Contributed property, plant and equipment is recognised when ownership of the items of
property, plant and equipment is transferred to the municipality.

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

1.21 Einance costs

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

1.22 Grants-in-aid

The Council transfers money, from time to time, to individuals, organisations and other

sectors of government in accordance with the Municipal Finance Management Act 56 of

2003.

When making these transfers, SBDM does not:

- Receive any goods or services directly in return, as would be expected in a
purchase or sale transaction;

- Expected to be repaid in future; or

- Expected a financial return, as would be expected from an investment.

These transfers are recognised in the Statement of Financial Performance as an expense in
the period with which the events giving rise to the transfer occured.

1.23 Comparativé information

When the presentation or classification of items in the annual financial statements is
amended, the prior period comparative amounts are restated and the nature and reason for
the reclassification is disclosed. Where 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.

1.24 Unauthorised expenditure

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is
not in terms of the conditions of a4n allocation received from another sphere of government,
municipality or organ of state and expenditure in the form of a grant that is not permitted in
terms of the Municipal Finance Management Act (Act no.56 of 2003). Unauthorised
expenditure is accounted for as an expense in the Statement of Financial Performance and
detailed further in the notes to the financial statements and where recovered, it is
subsequently accounted for as revenue in the Statement of Financial Performance.
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1.25 Fruitless and wasteful expenditure

Fruitless and wasteful expenditure is expenditure that was made in vain and would have
been avoided had reasonable care been exercised. Fruitless and wasteful expenditure is
accounted for as expenditure in the Statement of Financial Performance and detailed
further in the notes to the financial statements and where recovered, it is subsequently
accounted for as revenue in the Statement of Financial Performance.

1.26 Irreqular expenditure

Irregular expenditure as defined in section 1 of the MFMA, means expenditure incurred by a
municipality in contravention of, or that is not in accordance with requirements of the
following Acts or Regulation, and which has not been condoned:

- Municipal Finance Management Act

- Municipal Systems Act

- Public Office-Bearers Act

- Municipal Supply Chain Management Regulations or related by-laws

The irregular expenditure excludes expenditure by a municipality which falls within the
definition of "unauthorised expenditure”.

Irregular expenditure that was incurred and identified during the current financia! year and
which was condoned before year end and/or before finalisation of the financial statements
must also be recorded appropriately in the irregular expenditure register. In such an
instance, no further action is required with the exception of updating the note to the financiai
statements.

Irregular expenditure that was incurred and identified during the current financial year and
for which condonement is being awaited at year end must be recorded in the irregular
expenditure register. No further action is required with the exception of updating the note to
the financial statements.

Where irreguiar expenditure was incurred in the previous financial year and is only
condoned in the following financial year, the register and the disclosure note to the financial
statements must be updated with the amount condoned / written off.

Irregular expenditure that was incurred and identified during the current financial year and
which was not condoned by the National Treasury or the relevant authority must be
recorded appropriately in the irregular expenditure register. If liability for the irregular
expenditure can be attributed to a person, a debt account must be created if such a person
is liable in law. Immediate steps must thereafter be taken to recover the amount from the
person concerned. If recovery is not possible, the accounting officer or accounting authority
may write off the amount as debt impairment and disclose such in the relevant note to the
financial statements. The irregular expenditure register must also be updated accordingly. If
the irregular expenditure has not been condoned and no person is liable in law, the
expenditure related thereto must remain against the relevant programme/expenditure item,
be disclosed as such in the note to the financial statements and updated accordingly in the
irregular expenditure register.

1.27 Revaluation reserve

The surplus arising from the revaluation of property, plant and equipment is credited to a
non-distributable reserve. The revaluation surplus is realised as revalued buildings are
depreciated, through a transfer from the revaluation reserve to the accumulated
surplus/deficit. On disposal, the net revaluation surplus is transferred to the accumulated
surplus/deficit while gains or losses on disposal, based on revalued amounts, are credited
or charged to the Statement of Financial Performance.
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1.28 Events after reporting date

Management conducts an assessment on any events occurring subsequent to the end of
the reporting date and prior to the finalisation of the financial statements to identify any
incidents that would provide the user with additional information that could influence
decision-making and the usefulness of the financial statements. This information is then
disclosed accordingly in the financial statements.

1.29 Unutilised conditional grants
Initial recognition

Unutilised conditional grants are reflected on the Statement of Financial Position as a short-
term portion of unspent conditional grants. They represent unspent government grants,
subsidies and contributions from the public. The following conditions are set for the
creation and utilisation of these creditors:

- The grant received is initially recognised at cost as unspent conditional grants.

- Whenever an item of property, plant and equipment is funded from a grant, an
amount equal to the purchase price is transferred from the unspent conditional
grants account to the operating account on the Statement of Financial Performance
as revenue.

- Whenever operational experiditure is funded from a grant, an amount equal to the
expenditure is transferred from the unspent conditional grants account to the
operating account on the Statement of Financial Performance as revenue to offset
the expenditure which was expensed through the operating account.

- The cash which backs the unspent portion is invested until utilised.

- Interest earned on the investment is treated in accordance with grant
conditions. If the grant conditions indicate that interest is payable to donors then
interest earned on unutilised conditional grants is allocated to the funds and is not
recognised in the Statement of Financial Performance.

- The unspent grant is classified as “Financial liabilities at amortised cost”.

Subsequent measurement

Unspent conditional grants are subsequently measured at amortised cost if material.

Derecognition

Unspent conditional grants are derecognised when the balance was expended per the
conditions as set for a grant.

1.30 Effective interest rate

The entity uses the prime interest rate less 0.5% to discount future cash flows.

1.31 Capital commitments

Capital commitments disclosed in the financial statements represents the balance
committed to capital projects at the reporting date that will be incurred subsequent to the
reporting date. The capital commitment disclosed identifies awards entered into by the
municipality against the capital projects as well as a commitment upon approval of a budget
for a capital project, where an award has not yet been made.
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1.32 Budget information

The approved budget is prepared on a cash basis and presented by functional classification
linked to performance outcome objectives.

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

The Statement of comparative and actual information has been included in the financial
statements as the recommended disclosure when the financial statements and the budget
are on the same basis of accounting as determined by National Treasury.

1.33 Related parties

Management are those persons responsible for planning, directing and controlling the
activities of the municipality, including those charged with the governance of the
municipality in accordance with legislation, in instances where they are required to perform
such functions.

Close members of the family of a person are considered to be those family members who
may be expected to influence, or be influenced by, that management in their dealings with
the municipality.

All transactions with related parties are disclosed.
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Figures in Rand 2016

2015

2. Changes in accounting policy

There were no changes in accounting policies during the financial year.

3. New standards and interpretations

3.1 Standards and interpretations effective in the current year

In the current year, the municipality has not adopted any new standards. The following standard and interpretations are

however effective for the current financial year and are relevant to its operations:

Standard/ Interpretation: Effective date: Expected impacit:
Years beginning on or
after
GRAP 18: Segment reporting To be determined The effects on the financial
’ statements is limited as
the standard is being
implemented. However,
the effective date for
municiplaities is to be
determined by the Minister
of Finance
4. Receivables from exchange transactions
General debtors - 130,703
Salaries and Wages Debtors 391,383 331,808
Accrued Rent 214,457 84,639
Rental 171,321 119,886
Allowance for impairment (155,789) (104,313)
621,372 562,723
Receivables from exchange transactions past due but not impaired
Trade and other receivables which are less than 3 months past due are not considered to
be impaired. At 30 June 2016, R - (2015: R 288,630) were past due but not impaired.
The ageing of amounts past due but not impaired is as follows:
3 to 6 months ‘ - 200
Over 6 months - 288,430
Receivables from exchange transactions impaired
As of 30 June 2016, receivables from exchange transactions of R 155 789 (2015: R
104,313) were impaired and provided for.
The ageing of these receivables is as follows:
3 to 6 months 688 12,559
Over 6 months 155,101 91,754

28



SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Notes to the Financial Statements

Figures in Rand

2016

2015

5. Receivables from non-exchange transactions

General

Prepayments

Department of Housing (housing scheme)
Allowance for impairment

The impairment provision was reduced by an amount of R8 154 268 during the current year
which relates mainly to the Department of Housing's receivable that was reduced by an
amount of R8 363 480 during the current year after receiving consent for the set-off of the
conditional grant balance on the Housing Schemes against this receivable. The remaining
balance of R867 900 is included in the allowance for impairment.

Receivables from non-exchange transactions past due but not impaired

Receivables which are less than 3 months past due are not considered to be impaired. At
30 June 2016, R 166 708 (2015:; R 118 264) were past due but not impaired.

The amount of R166 708 is owed by SANRAL for properties disposed of by the municipality.
The properties are in the process of being transferred to the purchaser. The municipality
would therefore only receive the selling price upon finalisation of the transfer of the
properties. No impairment was therefore considered necessary on this debtor.

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

over 365 days

Receivables from non-exchange transactions impaired

As of 30 June 2016, receivables of R 1,109,019 (2015: R 9,314,762) were impaired and
provided for.

The ageing of these receivables is as foliows:
3 to 6 months

over 365 days

6. VAT receivable

Value added taxation

All VAT returns have been submitted by their due dates throughout the year.

VAT is accounted for on the invoice basis. No discounting was performed.

3,094,640
500,000
867,900

(1,109,019)

317,790

559,800
9,231,380
(9.314,762)

3,353,521

794,208

166,708

228,154
880,865

1,796,404

118,264

70,417
9,244,345

1,104,065
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SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Notes to the Financial Statements

Figures in Rand 2016 2015

7. Deposits paid

Deposits - Electricity 5,000 5,000

Deposits - Post Office 9,000 9,000

Deposits - Parking Grace Street 1,410 1,410

Deposits - Installation of new lifts to the office building 837,153 -

852,563 15,410

The deposit made for the installation of the new lifts at the municipality's office building was

to provide the service provider with surety, as the lifts are being imported.

8. Short-term investments

All short-term investments that will mature more than 3 months, but less than 12 months

after the reporting date, is classified as short-term investments and do not form part of cash

and cash equivalents.

Short-term investments 135,000,000 171,000,000

9. Cash and cash equivalents

Cash and cash equivalents consist of:

Cash on hand 6,100 6,100

Bank balances 3,198,491 978,856

Short-term deposits 96,096,145 84,318,142
99,300,736 85,303,098

Short-term deposits

Cash and cash equivalents are classified as a financial asset under Loans and Receivables

at amortised cost. All short-term deposits mature within 3 months after the reporting date.

No discounting was performed due to the short term nature of the cash turnover and the

fact that all investments earned interest. The fair value of cash and cash equivalents

approximates their carrying amounts. No cash deposits were ceded as collateral.

The return on investments for 2016 fluctuated between 6.63% and 7.49%. (2015: 5.56%

and 7.49%).

Interest on investrhents accrued 1,086,145 1,318,142

Short-term investments 32,000,000 75,000,000

Call Account Deposits 63,000,000 8,000,000

Total short-term deposits 96,096,145 84,318,142

Allocation of external investments

Investments are allocated on the foliowing basis:

Post employment medical benefit 62,942,328 65,388,009

Unspent Conditional Grants and Receipts - 9,019,986

Infrastructure projects from Levies 1,612,570 1,612,570

Accrued leave pay 1,728,527 1,626,881

Unappropriated surplus 33,017,311 7,655,652

Total 99,300,736 85,303,098

30



3%

€90-000-0¥91

:(Junoooe Alewllld) JUNo22Y Juaiing
ujeqezi|3 Jod

aNUaAY NBq UBAOS) Z€

100 L2Y'L 968'8.6 L6¥'86L'E G66'9GL'Y 05€'9¢6'e o9¥'6€€'S pajwn vysavy
v10¢ aunr 0 Gl0c aunr Og 910¢ aunr 0o ¥10¢ aunr 0 Gl0¢ aunr og 910¢ aunr 0
saoue|eq 300q yseo seoue|eq Juawsaje)s yueg sjielep yuegq

JUNGOoE sueq bumo|io} a4l Seq INags

(penunuod) SJus|eAINba YSED pue Usey 6

puey ui sainbi4

S]ualWIA)e)S |eloukeUl] 9Y) O} S9JON

9102 aunf g papus Jeak sy} Jo} sjuswalels [eioueul

ALIIVAIDINNIN 1O111SId NVINLYVYVE HVYVS



ce

005'296'Ge 000'G9€ 00G'26G'G2
syjuswysnipe aouejeq
|elo ] anjea Jie4 Buiuadp

00S'296'Gz  00S'296'G2

aoueleq
|elol Buiuadp
005'296'Ge - 005'296'Ge 005'296'Ge - 005'296'G2
jusuuedw yuswuedwt
pajejnwnooe paje|nwnaoe
pue pue
uoneaidap uonenaidap
anjea BuiAe)  paje|nwnooy uonenjiepA  anjea bullie) pajenwnooy uonen|eA
G10¢ 910¢

Auadoud juswysanuy|

G10g - Apadoid JUSWISaAUl JO UOHENIOU0ISY

Auadoid Juawsanuyi

910¢ - Aadoid JUSWISaAUI JO UONEIIou0day

Auadoud juawysanu|

Ajiedoud juawinsaau] Q)

puey ut saunbi4

SjuaWwva)e)s [eloueUl4 3y} 0} SAJON

910z aunr g papua Jeak ayj 10} SjUsLWaIL)S [elouBUl

ALITVAIDINNN LORLSIA NVINLYVYVYE HVYHVS



€e

‘Aredidiuniy jJouisiq uewueeg yeles au jo aolyo passjsibal
ay} le uonoadsul Jo} algejiea. S| €00z JO 9G 1oV Juswabeueyy aoueul4 [edpiunpy 8y} Jo €9 uonoas Agq pasnbai uonewsojur ay) Buiuiejuos sisibal y

(862 21¥ :5102)
8EL GLY SI Jeak au) 10} POAIOa) BNUBASI |BJUSI BU| ‘pale|al Jeyew Jou aie s|jejual ay) pue aje)s jo sueblio o) Ajulew pases| ale sajpadold Juswi)sanu|

“Jead [eioueuly snoinaid pue Juaund ay) Buunp saiuadoid juswisaau| ayi uo Ayjeddiunw sy} Ag paunou sem ainjipuadxa Bunelado oN

"Jeak |e1oueuly sy}
Jo} Alessanau palapisuod JoU SEM UOEN|EA B 8105813y} pue Jueoyiubisul paispisuod a1em sanjea Apadosd ay) u) Juswanow a3y} ‘suonenieaas sieah jsed
uo paseg ‘sasuUe pasu ay) aiaym Ajusnbayy alow Jo sieak g Alans panjen aq o} pannbas ale sajuadoid ayy ‘Adijod Bugunoooe ay) YiM SOUBPIOIJE U|

19Ang Buim e o} Jgjjes Buljm e Aq 19xiew uado ay) ul uonenjeA ayj Jo Sjep 3y} Uo p|os jI pasijeal
aney pinom Apadoud ay} Junowe ay} si Auadoud e jo anjea 1axiew ay) ‘(1)9p UoIj9as JO SWId} U] IOy SIY} JO suoisiroid 8y} pue ‘'splepuels pue spoyiaw
‘saonoeld uonenjen pasiubooal Ajjeisuab ypm souepsodoe Ul panjea aq isnw saipadold ay) ‘(L)Gy UONOBS JO SWIB) U| "OF pue G SUOIDas 0} 8dUdIBjal
Jenoiwed yum Qpoz JO Lt 10y suoissajold Auadoid 8y} jo sjuswainbal ay)] pue WsIjBUOISS8j014 UONEN|BA JO SWId) Ul panjea aiam sauadold ay|

‘Ylaqezi|g Yod ‘enuany aqiy Ueaos) ul 200 peaH Aljedioiunpy 10ulsiq uewpeeqg yeles ay) je uoyoadsul 1o} s|gejieae
s1 13)s1ba1 y "slojenjen Juspuadapul pue palajsibal ‘siopiaapieeps deey ping Aq swia) yibus) swie uo SUoiOBSURI) Jax W Juadal JO J9)Jew aaljoe ue
ul saoud ajgentasqo 0} adualajal Aq Ajjoasp paulwialap Jajjas Bulm pue Jahng Builjim jJo sISBq 8y} Uc GLOZ aunr Qg Je panjea sem Auadold juswisanu)

Uonen|ea jo s[iejaqg

(panunuod) Apadoad JusuSaau] 0l

puey ul sainbi4

Sjuauwialels jeloueulq ayj o} SaJoN

g1L0z aunp 0g papua Jeak oy} Joj SluaWAL)G [BIouUBRLl

ALIIVdIJINAN 1O141S10 NVINLYVYVE HVYVS



pe

gL.'086'v2  (SzZL'v9z‘ZL) sv8'vbZLE  0ZSZ8L'PT  (08P'ZTLSEL)  000°S69°.LE
G/2'/8 (v88'281) 651'6.2 8.£'28 (182'z61) 651'6/2
199'8G (Lze'op) 886'96 9z.'0§ (z9z'sp) 886'96
¥¥1°'G88'L (rev'oge'e) 8/5'1LL'Y 129'916'L (zev'00¥'2) £60°216'C
12928l (86£'€99) 620'96€'2 29€'8¥9°1L (6£E'€S8) 902'105'2
8GZ'lEL'S (eov'zec's) 12.'65Y'8 Zpe'120's (228'¢68'E) 61L2'GL6'8
285'88¢'1L (z68'600'1L) viv'862'C L1262t (Lps'ozL'L) 859'21¥'¢C
S$2'626 (es6°181°1) 861°1L11'2 82¢'G¥8 (op¥'112'1) ¥11'950'C
00S'cy8'6 (22'12€'€) viZ'siz'el  G91'20l'6 (Z18'165°E) L/6'€62'EL
9Z¥'8L0'y (000'002) ozv'gLe'y 9Zv'8L0'v (000'002) gzb'gLe'y
juswiedwt yuawiredw
paje|nwnaoe paje|nwnaoe
pue pue
uoleoaidep uopjenaidap
anjea bullie) pajeNWNaoy uoieniep  anjea Bulliie) pajeINWnooy uonenea
G102 9102

jejol

S3J0IYaA pasijeinads

SJauIB)UOD pue suig

juswdinba 18)ndwo)

juswdinba o0

S9I0IYaA JOJoN

S3INJXI} pUB INHUINH

Asuiyoew pue jueid pasienads
sbuip|ing

pueq

puey ui samnbi4

sjuawiale)g jeloueulq ay) 0} S9JON

910Z 8unr Qg pepus JeaA ay} Jo} SjusWwa)e)g [eloueul

ALMVCIOINNN LOIRM1SIAd NVINLYVVYE HVYVS



Ge

ozs'zeL've  (896'9) (822'852°L)  (1s2'sev) 662°‘cov'L 81.'086'VT
8/£'28 - (268'v) - - 51218
92.'0S - (ce6'2) - - 199'8S
LZ9'OLG'L (6¥¥'L) (ose'L9b) (go8‘'L2) 161991 ¥rL'ce8'L
19€'8t9'L (6¥6'2) (€25'002) (209'¢) 698'z2l le9'zel’L
ZPe'Lz0's - (L1¥'5$9) (z81'05¢) 119'6/8 8GZ'/EL'S
L11'162') (026'2) (698'v€L) (¥88'6) 868'GG1 285'882'1L
82¢'St8 - (#02'c8) (€12) - SZ'626
G91'20.'6 - (6£0'022) - $0.'82 00G't8'6
9zv'8L0'y - - - - 9zZ¥'8L0'y
SS80| aduejeq
lelol juswsedw uoneaidag s|esodsig suonippy Buuadp

$3[0IYan pasijeloads

SJ3UIBJUOD pUB sulg

juawdinba Jaindwon

juawdinba aoO

S3[01YaA JOJON

Sainmxy pue aInjuIny

Assuiyoew pue yue|d pasijeiadsg
sBuipiing

pueT

91 0¢ - uawdinbs pue jued ‘Aadoid jo UONeNiouooay

{panunuo9d) Juswidinba pue Juejd ‘AJaadoig L}

puey uj sainbi4

sjuswaje}g |eloueui4 ayj} 0} S8}ON

910z aunp Qg papua Jeak ay) Jo} SjusIale)S [eloueuld

ALIMVAIJOINNIN LOIM1SId NVINLYVYVE HYVYVS



1

"s{iejap a1ow 10} ¢ Xipuadde Jajay

-Jeak jeroueuy siy) Joj AIessasau palepisuod

Jou SEM UONEN[EA B 910J2]1ay) pue Juedyubisul palapisuod alem sanjea Auadoid ay) ui Juswasow 3y} ‘suoienjenss sieah jsed uo paseg Ajjeusiew
Jayip jou saop junowe BuiAued ay) Jey) yans ‘Ajuejnbal Juaoyns yim panjea aq o} paiinbas ale seipadoid ay) ‘Aoijod Buiunosoe sy yjim 8oUBpIOdDE. U|

‘paje|nojed 8 Jou pPiNoo ‘japow }S09 ay) Japun painseauw §| ‘saiadoid
asay} Jo anjea Buiued ay| '}SOD JB Jou pue anjen e} Je uo uaye) alam saladord asay) se anjen Jigy Je painsesw s salpadoid Jo anjea Buikues sy

'sanjen Jie} saiuadoid ay) Bunewnsa ui paidde suondwnsse juesyiubis
puE Spoyjaw 8yl SapnIouUl YdIYm ‘'Yiagezijg Hod ‘@nuaay agiy UBAOS Ul 3oui0 peaH Alljedioluniy 1ousiqQ uewieeq yeles auj je uofjoadsul 1o} s|qejiene
sl Je)sibal v "siojenjea yuapuadapul pue palsjsibal ‘siapiaapieepy deey| ping Ag swua) yibus| s,uUB U0 SUOIISESURI) J9YJBL JUS08) 1O JaYIBW BANJ0E ue
u ssoud ajqenasqo o) asualagal Aq Ajjoadip paulwialep Jajjas Bulm pue sahng Buljim Jo siseq ay) uo GLOZ aunr O¢ 1e panjea aism sbuip|ing pue pueTy

81L.'086'¥C  681°L0Z (1pe‘s9) (Zriv'zor') 996°9tZ (050°L£9) 8pL250°) £2£°L29'G2
Gl2'/8 - - (268'%) - - - 2.1'26
199'8G - - (se6'L) - - - 965'99
prL'Ge8'L - (009'19) (re1'2se) - (192°cP) 86.'881 L¥8'€50'2
129'cel') - (¥¥9) (6eS'PLL) - (1zs'02) Gb6'L8L 98c'ov.'L
8GZ'/€L'S - - (11¥'065) - (592'92) 069'LEY vvi'eee's
285'88¢'1L - (ev9'l) (ovL'cz1L) - (zzr'z)) GlE'6Ge 822'0L1'L
6v2'626 - (¥s¥'L) (€91'88) - (16£'2) - €6Z'L20'L
005'ct8'6 681°'202 - (z68'022) (t£0'c9) (o¥¥'zee) - 129'251'01
9z¥'810'y - - - 000'0LE (000'€62) - 9zv'100'v
|esJanal SS80] aouejeq
leloL Juswedw) juouwmedw| uonepaidag suonenjeasy s|esodsig suonippy Buwadp

SuoneneAsy

$3[01yan pasijeroads

SJaUIBjU0D pue sulg

juawdinba Jandwo)

juswdinba 8210

S3[0IYan Jojop

salnix|y pue asnjuiny

Asuiyoew pue jueid pasijeioadg
sbuipiing

pueq

S10zZ - Juawdinba pue jued "‘Apadold Jo UoHelouoday

{ponunuod) Juswdinba pue jueld ‘Ajadoid 1L}

puey ul sainbi4

sjuswaje}g jeloueul4 ay) o} SajoN

9102 aunr g papua Jeak ay) 1o} sjuswale)s [eloueul

ALITVAIDINNN 1OIHM1SId NVINLYVYVE HVYVS



SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Notes to the Financial Statements

Figures in Rand 2016 2015

11. _Property, plant and equipment (continued)

Pledged as security

No assets were pledged as security during the current and previous year.

Other information

There are no assets on the fixed asset register that are fully depreciated and still in use. All
assets that are fully depreciated or impaired are separately located and will be disposed of
in terms of a Council resolution.

The fixed asset register is available at the Sarah Baartman District Municiplaity office for
inspection.

12. Intangible assets

2016 2015
Cost Accumulated Carrying value Cost Accumulated Carrying value
amortisation amortisation
and and
accumulated accumulated
impairment impairment
Computer software 86,885 - 86,885 86,885 - 86,885

Computer software
CQS Software

CQS Software (Caseware) is used as an aid in the preparation of the annual financial
statements. The implementation of the software consist of two components i.e. template
and annual licence fees. The template is an once off purchase and has an infinite lifespan.
The annual licence fee is required to operate the template and is expensed annually.

Financial System (APPX)

The financial system was initiated through an annual licence fee with no initial purchase
price. The software was then internally developed to meet the financial and other
processing and reporting requirements of the municipality. The asset meets the definition of
an intangible asset, but does not meet the recognition criteria as the cost cannot be
measured reliably. The major cost of development of the system was incurred between
1987 and 1989. Subsequently, the major portion of costs to date was incurred for the
maintenance of the system.

Performance Management System

The performance management system was developed internally with the use of a
consultant. The asset meets the definition of an intangible asset, but does not meet the
recognition criteria as the internal cost cannot be measured reliably. The cost of the
consultant however amounted to R258 959.
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SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Notes to the Financial Statements

Figures in Rand 2016 2015

14. Long-term receivables

Disciplinary action recoveries 165,696 165,696

Study advances 31,886 26,784

187,582 182,480

Classified as a financial asset: loans and receivables are subsequently measured at

amortised cost.

Study advances relates to amounts paid on behalf of employees to tertiary institutions for

the furthering of the employees’ development. These advances are repaid monthly, in

terms of the agreements with the applicable employees, in the event of the employees not

passing their respective modules.

15. Payables from exchange transactions

Trade payables 119,528 665,719

Sundry creditors 10,200 25,905

Accrued expenses 13,811,046 11,166,703

Empioyee costs 66,720 348,623

Payments in advance - Other 3,756 2,601

Unidentified deposits 591 591

Accrued leave pay * 1,728,527 1,626,881

Accrued annual bonus 439,946 -

Infrastructure levies 590,000 590,000

Provincial pensioners 507,611 4,350

Makana Municipality - MIG 8,173,222 14,476,184

Ikwezi Municipality - MIG 67,084 -
25,518,231 28,907,557

* Not financial liabilities.
Normal terms of payment is 30 days and no amortisation was calculated.

The carrying amount of financial liabilities approximates their fair value due to their short-
term nature.

Infrastructure levies

The infrastructure levies included in payables from exchange transactions is short-term in
nature and is expected to be utilised within a 12 month period.

The long-term portion of the infrastructure levies is classified under non-current liabilities as
the amount is not expected to be utilised within the next 12 months due to uncertainties
surrounding the related projects and amounts to R1 022 570 (2015: R1 022 570).

Makana Municipality MIG

The municipality received an amount of R23.7 million through the Division of Revenue Act
on behalf of Makana Municipality. The grant was transfered to SBDM to ensure proper
management of the grant funds in terms of the MFMA and the grant conditions. A Service
Level Agreement was entered into between the SBDM and Makana Municipality to manage
the proper disbursement of the grant. An application for rollover of the balance was made
to National Treasury by the SBDM.
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SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Notes to the Financial Statements

Figures in Rand 2016 2015

15. Payables from exchange transactions (continued)

lkwezi Municipality MIG

The municipality received an amount of R3.3 million through the Division of Revenue Act on
behalf of lkwezi Municipality. The grant was transfered to SBDM to ensure proper
management of the grant funds in terms of the MFMA and the grant conditions. A Service
Level Agreement was entered into between the SBDM and lkwezi Municipality to manage
the proper disbursement of the grant. An application for rollover of the balance was made
to National Treasury by the SBDM.

Provincial pensioners

When the roadworks, emergency medical services and health function was transferred to
Province, the municipality was requested to administer the payments to pensioners as the
provincial system could not accomodate past employees. An agreement was entered into
between the municipality and Province whereby Province would pay the pensioners' annual
amount to the municipality and the municipality administers the monthly payment.

The above arrangement was previously treated as grant receipts and grant expenditure.
Refer to Note 28 for prior year correction.

16. Unspent conditional grants and receipts
Unspent conditional grants and receipts comprises of:

Unspent conditional grants and receipts

National government grants - 50,211
Provincial and municipal grants and subsidies - 8,963,288
- 9,013,499

See note 49 and 50 for disclosure requirements in terms of section 123 (1) of the MFMA.

A complete list of all conditions are available for viewing at the municipality during office
hours.

40



SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Notes to the Financial Statements

Figures in Rand 2016 2015

17. Post-employment medical benefit

Changes in the present value of the defined benefit obligation are as follows:

Opening balance 65,388,009 62,002,301

Contributions(benefits) paid (3,994,431)  (3,994,813)

Current service costs 314,893 528,512

Actuarial (gain) / loss (4,084,028) 1,261,518

Interest costs (discounting) 5,317,885 5,590,491
62,942,328 65,388,009

The estimated expected timing of resulting outflows of post employment medical benefits

are:

Within one year 3,848,652 3,897,396

Later than one year, not later than five years 14,088,357 14,088,653

Later than five years 45,005,319 47,401,960
62,942,328 65,388,009

The amounts recognised in the statement of financial position are as follows:

Carrying value

Long-term portion of post-employment medical benefit (59,093,676) (61,490,613)

Short-term portion of post-employment medical benefit (3,848,652)  (3,897,396)
(62,942,328) (65,388,009)

Long-term portion of post-employment medical benefit (59,093,676) (61,490,613)

Short-term portion of post-employment medical benefit (3,848,652)  (3,897,396)
(62,942,328) (65,388,009)

The present value of the defined benefit obligation for the current annual period compared

to_the previous four annual periods are as follows:

Financial period 2011/2012 58,049,255

Financial period 2012/2013 63,481,921

Financial period 2013/2014 62,002,301

Financial period 2014/2015 65,388,009

Financial period 2015/2016 62,942,328

Accumulative actuarial gains and losses

Balance at the beginning of the year (12,862,406) (11,600,888)

Projected during the year 4,084,028 (1,261,518)

(8,778,378) (12,862,406)
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17. Post-employment medical benefit (continued)

Post Retirement fund benefits

Employees and council contribute to Cape Joint Retirement Fund on the basis of a fixed
contribution, which is charged against income as incurred.

The municipality's net obligation in respect of post employment medical benefits was
calculated by ARCH Actuarial Consulting as at 30 June 2016 and 30 June 2015. The
provision was established for the purpose of generating interest that is utilised to fund the
yearly medical scheme commitments in respect of post employment medical benefits. The
expected future outflows is dependent upon the life expectancy of existing members and
their spouses. :

84 Principle members are currently covered by the fund (2015 : 88 members).

Valuation method

Pre-retirement benefits

The death in-service benefit is regarded as a post-employment liability under the
requirements of |1AS 19.

Post-retirement benefits

The method of accrual that has been used in the valuation is based on the length of service
at the valuation date relative to the total potential service until the expected retirement date.
The future-service liability is the difference between the total liability and the past-service
liability.

Accrued defined benefit obligation

The accrued liability is the value of the employer's share of the contribution - based liability.

Current service cost

The current service cost for the following year is determined as the amount assumed to
accrue to the member over the next twelve months.

Value assumptions

Rate of interest
Medical aid inflation rate 8.03% p.a.
Investment return 8.89% p.a.

The discount rate was deduced from the yield curve obtained from the Bond Exchange of
South Africa after the market close on 30 June 2016. The corresponding index-linked yield
at this term was 1.74% using the dicount rate of 8.89% per annum.

A Health Care Cost inflation rate of 8.03% has been assumed. This is 1.50% in excess of
expected CPI inflation over the expected term of the liability, namely 6.53%. A larger
differential will be unsustainable, eventually forcing members to less expensive options.
This implies a net discount rate of 0.79%. The expected inflation assumption of 6.53% was
obtained from the differential between market yields on index-linked bonds consistent with
the estimated term of the liabilities (1.74%) and those of fixed interest bonds (8.89%) with a
risk premium adjustment for the uncertainty implicit in guaranteeing real increases (0.50%).

The next contribution increase was assumed to occur with effect from 1 January 2017.

42



SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Notes to the Financial Statements

Figures in Rand

2016

2015

17. _Post-employment medical benefit (continued)
Mortality rates

Mortality for pre-retirement benefits has been based on the SA 85-90 mortality table rated
down by three years for females and on the PA (90) ultimate table, adjusted downwards by
one year of age.

Normal retirement age

The Normal Retirement Ages for the municipality are 65 years for employees. An average
retirement age of 63 years for males and 60 years for females has been assumed which
allows for expected rates of early and ill-health retirement.

Family profile

It was assumed that 90% of those in-service members who remain on the health care
arrangements will be married at retirement. Further, it has been assumed that in-service
husbands will be three years older than their wives. For current retiree members, actual
marital status was used and the potential for remarriage was ignored.

Withdrawals
Where an in-service member leaves, the employer's liability in respect of the employee

ceases and caution was taken in not overstating the withdrawal rates. The assumed rates
are as follows:

Age Females Males
20 ’ 24% 16%
30 18% 12%
40 10% 8%
50 4% 4%
>55 2% 2%

Medical aid contributions at retirement

It is assumed that all the members will remain members of the medical aid scheme after
retirement and that members would be in the same contribution category in all future years
as on the valuation date.
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18. Provisions

Reconciliation of provisions - 2016

Opening Additions  Utilised during  Reversed Total
Balance the year  during the year
Performance bonus 212,783 236,542 (203,026) (9,757) 236,542
Long service bonus 201,465 482,917 (76,652) (124,813) 482,917
Balance at end of year 414,248 719,459 (279,678) (134,570) 719,459
Reconciliation of provisions - 2015
Opening Additions  Utilised during  Reversed Total
Balance the year  during the year
Performance bonus 199,965 212,783 (116,696) (83,269) 212,783
Long service bonus 589,340 201,465 (507,133) (82,207) 201,465
789,305 414,248 (623,829) (165,476) 414,248

Performance bonus provision

Performance bonuses are calculated based on performance agreements, which are linked
to key performance indicators determined in the Service Delivery and Budget
Implementation Plan. Bonuses are expected to be paid during the following financial year
dependent on the outcome of the performance reviews and council approval.

Long service bonus provision

Long service bonuses are calculated based on SALGA regulations. These bonuses are
payable in the financial year in which the employees reach the required number of years of
service.

19. Revaluation Reserve

Land and Buildings were valued at 30 June 2015 using the income capitalisation,
comparable sales of sectional title office developments and comparable sales methods by
Suid Kaap Waardeerders, a registered and independent valuator.

The revaluation surplus is reconciled as follows:

Balance at beginning of the year 76,957,915 75,702,949
Revaluation on property, plant and equipment during the year (refer to Note 11) - 246,966
Revaluation on heritage assets during the year (refer to Note 13) - 1,008,000
Balance at the end of the year 76,957,915 76,957,915

Refer to Note 28 for Restatement of prior year figures.
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20. Accumulated surplus
The accumulated surplus is reserved for the following purpose:
General 159,211,580 163,316,289
The cash backed portion of the accumulated surplus is ring fenced for the following
purpose:
General 144,211,580 138,897,214
Allowance for impairment - 9,419,075
Restructuring grant funds allocated to surplus 15,000,000 15,000,000
159,211,580 163,316,289
21. Total Revenue - includes
Other revenue:
Settiement discount received 25,000 27,990
Contribution from skills development fund 61,429 64,061
Job evaluation fees 500,035 -
Infrastructure projects funded from infrastructure contingency fund - 103,336
Tender deposits 20,746 11,790
Other 38,828 15,735
Total other revenue 646,038 222 912
Revenue from exchange transactions
Rental 1,394,663 1,208,685
Interest income 18,054,689 17,261,678
Income from agency services 45,797 41,669
Total revenue from exchange transactions (excl VAT) 19,495,149 18,512,032
Revenue from non exchange transactions
Government grants and subsidies 95,432,020 89,383,537
Fair value gain on revaluation of investment property - 365,000
Reduction in provision for debt impairment 8,154,268 806,679
Actuarial gain on post employment medical benefit 4,084,028 -
Impairment reversal - 128,347
Other revenue 646,038 222,912
Total revenue from non exchange transactions 108,316,354 90,906,475
Total revenue from exchange and non exchange transactions 127,811,503 _ 109,418,507
Revenue 96,826,683 90,592,222
Other income 30,984,820 18,826,285
Total revenue from exchange and non exchange transactions 127,811,503 109,418,507
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22. Government grants and subsidies

Equitable share 80,759,000 80,008,000

Grant funding - expenditure reimbursement 14,673,020 9,375,537
95,432,020 89,383,537

Equitable Share

In terms of the Constitution, this grant is used to finance the operations of the institution.

DORA

Current-year recei'pts 6,023,000 5,530,000

Conditions met - transferred to revenue (6,023,000) (5,530,000)

Total Government Grants - -

The following conditional grants were received through the DORA allocations during the

financial year:

R1 250 000 - Finance Management Grant (FMG)

R 940 000 - Municipal Systems Improvement Grant (MSIG)

R1 133 000 - Expanded Public Works Programme Grant (EPWPG)

R2 200 000 - Rural Roads Asset Management Grant

The conditions of the above grants has been met and the full amounts were transfered to

revenue during the year.

23. Conditional grants expenditure and other grants and subsidies paid

Under conditional grant expenditure 12,497,854 7,173,355

Under employee costs 491,603 413,095

Under capital expenditure - 176,836

Under contracted services and general expenses 41,557 729,128

Total conditional grants and subsidies paid 13,031,014 8,492,414

Other grants and éubsidies paid

Sundries 76,799 132,135

Koukamma flood damage interest - 37,387

Cacadu Development Agency (CDA) 1,000,000 4,000,000

Environmental health subsidies 9,500,000 9,020,003

Total other grants and subsidies paid 10,576,799 13,189,525

46



SARAH BAARTMAN DISTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Notes to the Financial Statements

Figures in Rand 2016 2015

24. Employee costs

Remuneration of employees 38,544,872 34,842,632

Remuneration of Councillors (Refer Note 25) 6,635,500 6,407,470

Total Employee Costs 45,180,372 41,250,102

The remuneration of employees are determined in accordance with the task grade and the

applicable notch allocated to the employees in their positions. The municipality is graded

as a Category 5 municipality which effects the remuneration ranges of positions of

employees. The municipality operates in accordance with the Collective Agreements

entered into between the municiplaity and Bargaining Council.

Set out below are the details for remuneration paid to Directorate Heads (included in

remuneration of employees):

Remuneration of Municipal Manager

Annual remuneration 1,115,276 1,042,717

Car allowance 166,000 156,000

Performance bonuses 83,051 66,967

Travel claims 17,576 21,049
1,371,903 1,286,733

Mr DM Pillay is the Municipal Manager and was re-appointed on 1 January 2012 for a

period of 5 years.

Remuneration of the Director Finance and Corporate Services

Annual remuneration 607,388 923,675

Car allowance 84,000 144,000

Performance bonuses 52,862 49,729

744,250 1,117,404

Mr D De Lange was the Director : Finance and Corporate Services re-appointed on

1 January 2012 for a period of 5 years. Mr De Lange however resigned with an effective

date of 31 January 2016. The current year remuneration therefore reflects a period of 7

months only.

Remuneration of the Director Economic Development

Annual Remuneration 911,274 848,846

Car Allowance 120,000 120,000

Performance Bonuses 67,113 -
1,098,387 968,846

Mr P Kate is the Director : Economic Development and was appointed on 1 October 2011

for a period of 5 years.

Remuneration of the Director Infrastructure Services and Planning

Annual remuneration 985,238 923,726

Car allowance 144,000 144,000

Travel claims 29,300 28,422
1,158,538 1,096,148

Mr B Makedama is the Director : Infrastructure Services and Planning and was appointed
on 1 November 2011 for a period of 5 years.
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25. Remuneration of councillors
Executive Mayor 823,076 819,596
Speaker 659,864 625,868
Portfolio Councillor: Special Programmes 620,852 588,342
Portfolio Councillor: Economic Development 620,852 592,615
Portfolio Councillor: Finance and Corporate Services 628,260 592,477
Portfolio Councillor: Infrastructure Services and Planning 620,852 588,342
Portfolio Councitlor: Tourism 622,689 591,823
Councillors 2,039,055 2,008,407
6,635,500 6,407,470
In-kind benefits
The Executive Mayor and the Mayoral committee members are full time Councillors and are
provided with offices and secretarial support at the cost of the Council.
The Executive Mayor has the use of a council owned vehicle for official duties.
26. Financial instruments - financial assets by category
Financial Instruments are classified into the following categories:
Financial Assets: Loans and Receivables
Financial Liabilities: At amortised cost
The classification of financial instruments is determined at initial recognition based on the
purpose for which the financial assets are acquired or liabilites assumed.
2016
Loans and Total
receivables
Receivables from exchange transactions 621,372 621,372
Receivables from non-exchange transactions 3,353,521 3,353,521
Deposits 852,563 852,563
Short-term investments 135,000,000 135,000,000
Cash and cash equivalents 99,300,736 99,300,736
239,128,192 239,128,192
2015
Loans and Total
receivables
Receivables from exchange transactions 562,723 562,723
Receivables from non-exchange transactions 794,208 794,208
Deposits 15,410 16,410
Short-term investments 171,000,000 171,000,000
Cash and cash equivalents 85,303,098 85,303,098
257,675,439 257,675,439

48



SARAH BAARTMAN DiSTRICT MUNICIPALITY

Financial Statements for the year ended 30 June 2016

Notes to the Financial Statements

Figures in Rand 2016 2015
27. Financial instruments: financial liabilities by category
The accounting policies for financial instruments have been applied to the line items below:
2016

Financial Non financial Total

liabilities at liabilities
amortised cost

Post employment medical benefit - 59,093,676 59,093,676
Long-term portion of infrastructure levies 1,022,570 - 1,022,570
Provisions - 719,459 719,459
Payables from exchange transactions 25,518,231 - 25,518,231
Short-term portion of the post employment medical benefit - 3,848,652 3,848,652

26,540,801 63,661,787 90,202,588
2015

Financial Fair value Total

liabilities at through surplus
amortised cost or deficit - held
for trading

Post employment medical benefit - 61,490,613 61,490,613
Unspent conditional grants and receipts 9,013,499 - 9,013,499
Long-term portion of infrastructure levies 1,022,570 - 1,022,570
Provisions , - 414,248 414,248
Payables from exchange transactions 28,907,557 - 28,907,557
Short-term portion of unspent conditional grants - - -
Short-term portion of post employment medical benefit - 3,897,396 3,897,396

38,943,626 65,802,257 104,745,883
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28. Restatement of prior year figures

Summary of changes to the surplus opening balance:

Government grant and subsidies (4,548,382)

General expenses - other 136,660

Employee related costs 4,538,354

Depreciation adjusted 43,534

Other income adjusted 56,042
226,208

Summary of changes to the financial position

VAT receivable (1,696,487)

Trade and other receivables from non-exchange transactions 1,252

Trade and other receivables from exchange transactions 130,703

Reserves 806,986

Unspent conditional grants and receipts 6,487

Payables from exchange transactions (191,143)

Property plant and equipment (3,010,074)

Summary of changes to the surplus opening balance 2014:

Employee costs
Loss on disposal of assets
General expenses - other

Details of changes to the surplys opening balance:

Correction of provincial pension amounts received which was previously accounted for in terms of
conditional grant receipts

Conditions of grant was met in the prior year and balance of grant transferred to surplus

Reversal of accrual raised for service that was subsequently cancelled

Reversal of expenditure previously accrued

Reversal of provincial pension amounts paid which was previously accounted for in terms of conditional
grant expenditure

Raise employee costs due to an employee in terms of an amendment to the job grade of an employee
Reversal of depreciation on properties that were disposed of in prior years

Reversal of impairment on properties that were disposed of in prior years

Raise revenue not accounted for

Details of changes to the surplus opening balance 2014:

Raise employee costs due to an employee in terms of an amendment to the job grade of an employee
Raise the disposal of properties in prior years not accounted for

Recongise a creditor of Kouga Development Agency not previously accounted for

Reversal of VAT incorrectly raised

(3,952,276)

(284,863)
(2,170,708)
(1,722,913)

(4,178,484)

(4,554,868)

6,486
132,000
4,660
4,550,518

(12,164)
43,534
54,789

1,253

226,208

(284,863)
(2,170,708)

(26,426)
(1,696,487)

(4,178,484)
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28. Restatement of prior year fiqures (continued)
Details of changes to the financial position:
Raise revenue not accounted for in receivables 1252
Raise revenue received on disposal of assets not accounted for in receivables 130703
Reversal of revaluation reserve upon disposal of assets not accounted for 806 986
Transfer of balance of conditional grant upon conditions being met 6 487
Raise and reversal of expenditure not accounted for (191 143)
Disposal of land and buildings not previously accounted for (3010074)
(2 255 789)
Restated As previously
stated
Revenue 2015 2015
Rental 1208 685 1208 685
Investment interest 17 261 678 17 261 678
Income from agency services 41 669 41 669
Other income 351 259 295 217
Government grants and subsidies 89383537 93931919
Fair value adjustment 365 000 365 000
Reduction in provision for debt impairment 806 679 806 679
109418 507 113 910 847
Expenses
Employee related costs 41 250 102 45 788 456
Actuarial ioss on post employment medical benefit 1261518 1261518
Fines and penalties 782 229 782 229
Depreciation 1462 117 1 505 651
Repairs and maintenance 474 625 474 625
Bad debts written off 293 303 293 303
Contracted services _ 3234332 3234 332
Conditional grant expenditure 7 173 355 7173 355
Other grants and subsidies paid 13 189 525 13 189 525
General expenses - other 41762667 41899 327
Discounting of post retirement benefit obligation 5590 491 5 590 491
Loss on disposal of property, plant and equipment 583 551 583 551
117 057 815 121 776 363

Surplus for the year

(7 639 308) (7 865 516)

_———————
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28. Restatement of prior year figures (continued)
Restated As previously
stated
2015 2015
Assets
Current Assets
Short term portions of long-term receivables
Receivables from exchange transactions 562,723 432,020
Recievables from-non exchange transactions 794,208 792,956
VAT receivable 1,104,065 2,800,552
Deposits paid 15,410 15,410
Cash and cash equivalents and short-term investments 256,303,098 256,303,098
258,779,504 260,344,036
Non-current assets
Property plant and equipment 24,980,718 27,990,792
Long term receivables 182,480 182,480
Investment property 25,962,500 25,962,500
Heritage assets 35,028,000 35,028,000
Intangible assets 86,885 86,885
86,240,583 89,250,657
Total Assets 345,020,087 349,594,693
Liabilities
Short-term portion of post employment medical benefit 3,897,396 3,897,396
Payables from exchange transactions 28,907,557 28,716,414
Unspent conditional grants and receipts 9,013,499 9,019,986
Provisions 414,248 414,248
42,232,700 42,048 044
Non-current liabilities
Long-term portion of post employment medical benefit 61,490,613 61,490,613
Long-term portion of infrastructure levies 1,022,570 1,022,570
62,513,183 62,513,183
Total Liabilities 104,745,883 104,561,227
Total assets less liabilities 240,274,204 245,033,466
Reserves 76,957,915 77,764,901
Accumulated surplus 163,316,289 167,268,565
Total Net Assets 240,274,204 245,033,466
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29. Cash (used in) generated from operations
Deficit (4,104,709)  (7,639,308)
Adjustments for:
Depreciation 1,758,778 1,462,117
Loss on disposal of propetty, plant and equipment 230,428 583,551
Fair value adjustments - (365,000)
Discounting of past employment medical benefit obligation 5,317,885 5,590,491
Impairment 6,967 (128,347)
Contributions to provisions 305,211 (375,057)
Service costs 314,896 528,512
Prior year corrections - (180,588)
(Gain) / loss on actuarial valuation for post employment medical benefits (4,084,028) 1,261,518
Changes in working capital:
Receivables from exchange transactions (58,649) (171,041)
Receivables from non-exchange transactions (2,559,313) (251,774)
Payables from exchange transactions (3,389,328) 10,387,221
VAT receivable (692,339) (105,982)
Unspent conditional grants and receipts (9,013,499)  (3,842,924)

' (15,967,700) 6,753,389
30. Finance Leases Reconciliation
The municipality had no external loans in the form of finance leases during the current year.
31. Contingent liabilities
A possible liability exists in respect of a claim from a property owner in St Francis Bay 6,900,000 6,900,000
resulting from a fire that broke out during 2013. A summons has been issued for
damages to the owner's property, which the municipality is currently defending. The
date of trial is set for the 15 November 2016.
A further legal matter arose as a result of the fire that broke out in St Francis Bay
during 2013. A summons was received by the municipality whereby the plaintiffs are
claiming R6 824 650 for damages against the owners' property. The matter will
however proceed based on the outcome of the above matter.
A possible liability exists in respect of a claim made against the municipality by the - 624,630
farm owner, where illegal occupation of farm land occurred by community members of
Sundays River Valley Municipality. The matter has been postponed indefinitely.
A possible liability exists in respect of a claim from Koukamma Municipality on fire 9,476,125 -
expenditure incurred in the performance of the district municipality's fire services in
accordance with a service level agreement entered into with the local municipality. A
summons was received by the municipality, which the municipality is currently
defending.

16,376,125 7,524,630
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32. Contingent asset
Defective workmanship - 2,000,000

A possible asset exists in respect of a claim in terms of defective workmanship and
overpayment for work done in 2003/04 financial year.

Upon the assessment of the case, the attorneys has advised the municipality that the
likelihood of success in the case is diminishing as either the key witnesses appears to
be reluctant to testify or the witnesses has deceased.

Upon receiving formal communication from the attorney on the above matter, a report
will be presented to Council to resolve on the matter.

The contingent asset thus remains until resolved by Council, but with the likelihood of
success diminishing, no amount is being disciosed due to the uncertainty thereof and
the amount not being probable.

Value Added Taxation audit

In the prior year, SARS concluded a VAT audit covering the period 2008 to 2013. The audit
outcome required the municipality to refund SARS, with an amount of R2.5 million which
included an amount of R781 460 for penalties and interest. The municipality believed that
the findings raised by SARS was not completely accurate. A contingent asset therefore
existed in terms of a refund that the municipality may have received as a result of the
outcome of an objection.

Upon investigating the outcome of the SARS audit in the current year, it was established that

the municipality's VAT submissions were incorrect and no claim will be lodged against
SARS. The matter was concluded with SARS and no contingent asset exists.

33. Unauthorised, irrequliar, fruitless and wasteful expenditure

Unauthorised expenditure

No unauthorised expenditure was incurred in the current and previous financial years.
Irregular expenditure

Refer to Note 42

Fruitless and wasteful expenditure

Refer to Note 48
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34. Additional disclosure in terms of Municipal Finance Management Act

Contributions to organised local government

Opening balance (559,800) (500,000)

Council subscription 559,800 531,720

Amount paid - current year - (31,720)

Amount paid in advance for the following year (500,000) (659,800)

Amount paid in advance (included in receivables) (500,000) (559,800)

External Audit fees

Prior year audit fee - 7,781

Current year audit fee 3,760,581 3,127,576

Audit Planning fees for the following year 874,167 1,135,092

Amount paid - current year (4,634,748) (4,270,449)

PAYE, UIF and SDL

Opening balance 288,429 288,429

Current year payroll deductions 8,878,766 8,555,433

Amount paid - current year (8,926,352) (8,555,433)
240,843 288,429

Pension and Medical Aid Deductions

Current year payroll deductions and Council Contributions 4,645,868 3,755,674

Amount paid - current year (4,645,868) (3,755,674)

VAT

VAT receivable 1,796,404 1,104,065

All VAT returns have been submitted by the due date throughout the year. All returns
submitted for the year were VAT input claims and therefore no VAT output payments were
made during the year.

35. In-kind donations and assistance

No donations have occured during the current year.
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36. Risk management
Liguidity risk

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

Stringent cash management procedures are in place. These include cash flow forecasting.

A sensitivity analysis has not been performed and included, as the municipality is not
exposed to foreign exchange risk or interest rate risk. The municipality does not enter into
any foreign exchange transactions and since the municipality effects payments on
presentation of invoices, no interest rate charges are applicable. It would thus be
misleading to provide a sensitivity analysis.

The following table details the municipality's remaining contractual maturity for its
financial liabilities. The table has been drawn up based on the undiscounted cash flows of
financial liabilities based on the earliest date on which the entity can be required to pay. The
table includes both estimated interest and principal cash flows.

At 30 June 2016 Lessthan 1 Between 1 and Between 2 and Over 5 years
year 2 years 5 years

Trade and other payables 25,518,231 - - -

Other Payables - 4,568,111 - -

At 30 June 2015 Less than 1 Between 1 and Between 2 and Over 5 years
year 2 years 5 years

Trade and other payables 28,907,557 - - -

Other Payables - 13,325,143 - -

Interest rate risk

The current account and the call account expose the municipality to an interest rate risk on
cash flows. Deposits attract interest at a rate that varies according to the prime banking
rate.

The municipality manages this interest rate risk by ensuring that all surplus funds are
invested in fixed rate instruments and by maintaining the minimum possible balance in the
current account.

The interest rates on the fixed deposits are fixed, but varies from investment to investment.

Should the prime rate vary by- 1% in either direction, the effect on the cash balance would
be R2 million in either direction.

Credit risk

Credit risk consists mainly of cash deposits, cash equivalents and debtors. The
municipality only deposits cash with banks which have an equity above R10 billion with a
good credit rating.

The most significant concentration of credit risk is the outstanding Department of Housing
(Housing Scheme) receivables.

Management believes that the allowance for impairment adequately addresses the credit
risk involved.
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37. Events after the reporting date

Management is not aware of any events after the reporting date.

38. Compliance with the Municipal Finance Management Act

The municipality has implemented additional controls to ensure compliance with the MFMA.,
The area of concentration during the current and previous year was the Supply Chain
Management policy. The municipality has improved the controls significantly during the
current and prior year to ensure compliance with the policy and regulations. The controls
have been implemented and are being implemented and monitored.

Management is not aware of any other non-compliance by the municipality that would
require disclosure in the financial statements.

39. Related parties
Cacadu Development Agency

The wholly-owned municipal entity, Cacadu Development Agency (CDA) continued its
operations in the current year.

The CDA is in its operational phase but it still not fully operational due to the implications
that the disestablishment of the Blue Crane Development Agency may have had on the
Agency. This has caused a delay in the CDA appointing key personnel required in
accordance with the approved organogram of the entity. The municipality has provided the
required resources to CDA in this interim period.
The municipality has also provided the CDA with an unconditional grant of R1 000 000 to
fund the operations of the Agency for the 2015/16 financial year. The budget was reduced
from R4 000 000 in the previous year due to the CDA utilising their surplus to fund their
budget. .
There were no other transactions between the municipality and CDA.
Post retirement medical aid benefit plan
The municipality, as part of the conditions of service of employees, keeps on contributing its
portion of the contributing members to medical aid funds at the retirement of these
employees for as long as this member is alive and contributing his or her portion.
The medical aid schemes involved are as follows:

-Bonitas

-Hosmed/ Key Health

-LA Health

-Samwumed

Transactions with these schemes amounted to R2 362 205 (2015: R2 182 247)
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39. Related parties (continued)

Councillors and employees

Councillors and employees have declared no interest or gain in or from any transaction
entered into with the municipality by any organisation or business.

The following interests in institutions have been declared, but no transactions have been

entered into:

Employee Entity Name Transactions
Mr D De Lange Humerail Bed and Breakfast CC None
Mun Fin Management Services CC None
Mr B Makedama Makedama & Associates None
Mrs M Nohashe Asesima (Pty) Ltd None
Mr K Majokweni Gem Development & Trading Services (Pty) Ltd  None
Mrs T Mafongosi Endleleni Liquor Stores None
Mr R Lorgat RNL Business & Property Consultants None
RNL Investments (Pty) Ltd None
Mr T Mgudlwa On-board Invest (Pty) Ltd None
Mr D Mbolekwa Bravorox None
Mr L Madlakane Gxothindlala Construction None
Mrs N Mlenzana Pantium Trading None
Ms X Ben Sherpa Trade Invest 89 (Pty) Ltd None
Ezikahinsta CHD Freight Trucking & Plant Hire None
AB 350 (Pty) Ltd None
Ms Z Sibeko Kuzi Fishing None
EL Olom Trading None
Isifingo None
Mrs G David Jumpstart CC None
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39. Related parties (continued)

Councillor
Mr H M Hendricks
Mr V S Stuurman

Mr R M J Gailey -

Mr S Lucas

Ms N Pieters
Mr P Faxi

Mrs C Reeders

Mr D J Bezuidenout

Mrs J C Wells

Awards to close family members of persons in the service of the state

Didi's Transport CC
Manufacturing Processing
CRH Holdings & Ranger Drops
Melro Farming & Trading

Fair Game Safaris

HPFT Rory Gailey Family Trust
Partnership CRH Holdings
Dixy Management Services

Lighayiya Trading
Atmoline (Pty) Ltd

NFT t/a Sibanye
NFT & Rubicon Vision

Reeders Family Trust

Sakkies Housing Development CC

Longfield Trust
Wolery CC

None
None
None
None
None
None
None
None

None
None

None
None

None

None
None

None

The municipality is not aware of any incidents where awards were made to close family

members in the service of the state during both the current year and the previous year.

Key management personnel

The following are persons having authority and responsibility for planning, directing and
controlling the activities of the municipality, directly or indirectly, including any director of the
municipality: Executive Mayor, Speaker, Mayoral Committee members, Councillors,

Municipal Manager and Directors
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40. Significant estimates and judgements

The preparation of SBDM's financial statements requires management to make
judgements, estimates and assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the disclosure of contingent assets and liabilities, at
the reporting date. However, uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment to the carrying amount of the
assets or liabilities affected in the future.

Judgements

In the process of applying the municipality's accounting policies, management has made
the following judgement, apart from those involving estimations, which has the most
significant effect on the amounts recognised in the financial statements:

Receivables from non exchange transactions

Bridging funding for housing projects is judged to be virtually irrecoverable from the
Department of Provincial Housing due to problems locating and obtaining "happy letters”
from participants in these projects. The amount of R867 900 (2015: R9 231 380) was
included in the provision for debt impaiment.

Property, plant and equipment, investment property and heritage assets

The accounting policies of property, plant and equipment, investment property and heritage
assets require that the land and buildings be revalued with sufficient regularity and where
the value is expected to differ materially from the previous year.

Based on the previous years' revaluations, the changes in the values of the land and
buildings were considered insignificant in relation to the value of the respective land and
buildings. There were also no circumstances that indicated that the values of the land and
buildings would have changed materialiy.

The valuation of land and buildings was therefore not considered necessary in the current
financial year.

Estimates and assumptions '

The key assumptions concerning the future and other key sources of estimation uncetainty
at financial reporting date, that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial year, are discussed
below:

Post employment medical benefit

The cost of post employment medical benefit is determined using actuarial valuations. The
actuarial valuation involves making assumptions about discount rates, medical aid inflation
rate, future salary increases, mortality rates and future medical aid premiums, future
subsidies payable to dependants, working life time of employees, gender and spouse
assumptions and child dependence and withdrawals. Such estimates are subject to
significant uncertainty relating actuarial assumptions. The net employee liability at 30 June
2016 is R62 942 328 (2015: R65 388 009). Further details are provided in Note 16.

Property. plant and equipment

The estimates and associated assumptions are based on the historical experience and
management's estimation of conditions. Limited changes were made to the useful lives of
property, plant and equipment, as management assessed that the estimated useful lives in
the prior years, are still appropriate.
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40. Significant estimates and judgements (continued)

Residual values of property, plant and equipment are based on the nature of the assets,
quotes obtained from suppliers and management's estimation of the condition of the assets.
Limited changes were made to the useful lives of property, plant and equipment, as
management assessed that the estimated residual values determined in the prior year,
remained appropriate.

41. Standards of GRAP issued but not yet effective

The following standards have been issued but are not yet effective:

GRAP 20: Related Party Disclosures

GRAP 32: Service Concession Arrangements - Grantor
GRAP 108: Statutory Receivables

GRAP 109: Accounting by Principals and Agents

GRAP 20: Related Party Disclosures

The effect on the financial statements of introducing this standard will require the
municipality to implement additional procedures to ensure that all the required information is
collected in a controlled manner to ensure the completeness of the disclosures required.

GRAP 32: Service Concession Arrangements - Grantor

The financial statements of the municipality will not be effected by this standard unless the
municipality enters into any Service Concession Arrangements, whereby assets of the
municipality are used to generate revenue by a 3rd party.

GRAP 108: Statutory Receivables

The effect on the financial statements of introducing this standard is not material as most of
the principles in the standard is already applied or the information readily available.

GRAP 109: Accounting by Principals and Agents

The effect on the financial statements of introducing this standard is not material as most of
the principles in the standard would not be applicable to the municipality unless the
municipality enters into a principal-agent agreement.
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42. Irregular expenditure
Opening balance 1,469,287 6,393,211
Add: Irregular Expenditure - current year 99,975 3,108,976
Add: Irregular Expenditure - prior year 218,464 -
Less: Expenditure certified as irrecoverable / written off by Council (1,023,482)  (8,032,900)
764,244 1,469,287
Details of irregular. expenditure
Deviations were not considered valid 318,439 262,149
Bid awarded in prior years did not comply with the supply chain management - 2,663,171
regulations as follows:
- Bids of a long-term nature that were not advertised for at least 30 days
- Bids were not evaluated in accordance with the preferential procurement points
system
- The evidence of specification committees were not available
- No evidence of required website publication
2 Formal quotations did not comply with the local production requirements - 183,656
318,439 3,108,976
On 6 July 2016, the Council condoned / wrote off an amount of R247 355 relating to
incidents of irregular expenditure raised in the prior year. Irregular expenditure amounting
to R198 450 is under further investigation.
Although there has been contravention of the procurement processes and procedures,
goods and services have been received.
43. Deviations
The following deviations from the supply chain management policy were approved by the
municipal manager during the financial year:
Reason No. of
incidents

Emergency 2 1,086,572 17,909
Goods or services are produced or available from a single provider 15 720,903 231,415
In any other exceptional case where it is impractical or impossible to follow the official 55 9,083,218 6,068,018
procurement processes

10,890,693 6,317,342

44. Change in estimate

Property, plant and equipment

The municipality has reassessed the useful lives and residual values of property, plant and
equipment which resulted in certain computer equipment, office equipment and furniture
and fittings' remaining useful lives being adjusted based on the condition of the assets. The
residual values of the assets have also been reassessed and adjusted where necessary.
The effect of the change in accounting estimate has resuited in an increase in depreciation
amounting to R 27,647 for the current period (2015: R 4 383). The effect on future periods
could not reasonably be determined.
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45. Commitments

Capital expenditure

- Approved and contracted for 7,936,287 7,061,004

- Approved by Council, but not yet contracted to / awarded - -
7,936,287 7,061,004

This committed expenditure relates to plant and equipment and will be financed by

conditional grants and retained surpluses.

Restatement

In the prior year, an amount of R18 816 647 was disclosed as Approved and contracted for

and an amount of R10 974 018 was disclosed as Approved by Council, but not yet

contracted to / awarded. The error was due to the incorrect interpretation of the required

disclosure. The prior year has therefore been restated.

Non-capital expenditure

- Approved and contracted for 6,561,865 8,139,712

- Approved by Council, but not yet contracted to - -
6,561,865 8,139,712

This non-committed expenditure relates to other commitments and will be financed by
conditional grants and retained surpluses.

Restatement

In the prior year, an amount of R7 241 994 was disclosed as Approved and contracted for
and an amount of R8 025 238 was disclosed as Approved by Council, but not yet
contracted to / awarded. The error was due to the incorrect interpretation of the required
disclosure. The prior year has therefore been restated.
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46. Budget differences

Material differences between budget and actual amounts

Investment revenue

The excess of actual investment revenue over the final budget is 15%, which was due to the
increase in the interest rates received on investments during the year, from an estimated
average of 6% per annum to rates exceeding 7.5%.

Other own revenue

Based on the principles of budgeting, this area is utilised to fund the budget of the
municipality and therefore the budgeted amount is high. The amount reflected in the
financial statements is however only the actual other revenue received during the year. The
variance therefore relates to the portion utilised to balance the revenue budget from
accumulated surplus.

Employee costs

The variance of 17% was attributable to vacancies as well as savings in various other
employee related cots.

Transfers and grants

The variance of 11% is a result of a grant that was planned to be received and spent during
the year. The grant was however not received. Also, the expenditure reflected in the
Statement of Financial Performance is exclusive of value added taxation with the budget
refiecting the total expenditure amount inclusive of value added taxation.

Other expenditure

The variance of 33% is mainly due to under-expenditure on own-funded projects. Other
factors that contributed to the variance are cost-savings on operational activities, as well as
instances of over-estimation of budgets on projects.

Capital expenditure

The variance of 76% is mainly due to an amount of R4 000 000 budgeted for improvements

to the municipality's office building. The planned activities were awarded during the year
but no expenditure was incurred at year end.
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47. General expenses
Advertising and promotions 754,206 597,701
Auditors fees 4,213,555 3,861,385
Catering 717,019 472,322
Congress and visits 1,827,514 2,155,278
General - other 1,194,387 1,095,224
Insurance 346,002 339,118
Legal expenses 644,093 586,108
Licences 200,444 85,079
Fuel and oil 981,742 812,521
Printing and stationery 1,291,169 1,193,129
Publications 1,268,367 1,135,899
Project costs 35,907,229 25,922,289
Subscriptions 638,841 605,281
Telephone and fax 911,287 1,021,708
Training and development 790,281 952,632
Utilities 1,045,906 926,993
52,732,042 41,762,667
48. Fruitless and wasteful expenditure
Opening balance 782,128 -
Current year 296,812 . 782,229
Less: Expenditure certified as irrecoverable / written off by Council (782,128) (101)
296,812 782,128

Details of fruitless and wasteful expenditure:
Current year

An amount of R433 of interest was incurred on late payment of tuition fees to Nelson
Mandela Metropolitan University. This amount is refiected under fines and penalties.

An amount of R296 379 was paid as project expenditure during the year. An internal
investigation revealed that the internal controls were adequate. However, the
documenattion provided to change the bank details of the company were fraudulent.which
resulted in the amount being paid into an incorrect bank account. The fraud matter was
reported to the Commercial Crimes Unit and is currently under investigation. This amount is
included under project costs.

Prior year

An amount of R101 of interest was incurred on late payment of the telephone account to
Telkom.

An amount of R668 of interest was incurred on late payment of the municipal account to
Nelson Mandela Bay Municipality. A request was made to have the interest reversed.

An amount of R781 460 of penalties and interest was paid to the South African Revenue
Services on the over-estimation of VAT Input claimed during the 2008 and 2013 financial
years in accordance with a SARS audit conducted.

The above expenditure is reflected under fines and penalties.
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SARAH BAARTMAN DISTRICT MUNICIPALITY

UNAUDITED APPENDIX D
INVESTMENT PORTFOLIO AS AT 30 JUNE 2016
FINANCIAL ACCOUNT PERIOD | % INT DATE DATE INVEST/MATURE BALANCE
INSTITUTION NUMBER MNTHS RATE | INVESTED [ MATURING 2015/2016 30 JUNE 2016
STANDARD BANK 1088430537181 10 7.087% 01-Oct-14{ 01-Aug-15 5000 000
FNB 74450730731 6 6.630% 18-Feb-15| 18-Aug-15 6 000 000
ABSA GROUP 2075494586 12 7.050% 26-Aug-14| 25-Aug-15 16 000 000
NEDBANK 7881501480000138 10 6.870% 12-Nov-14| 14-Sep-15 5000 000
ABSA GROUP 2074677085 12 7.130% 01-Oct-14| 30-Sep-15 17 000 000
'|ISTANDARD BANK 1088430537180 12 7.278% 01-Oct-14 30-Sep-15 5 000 000
FNB 74443041442 10 6.950% 15-Dec-14| 15-Oct-15 15 000 000
STANDARD BANK 1088430537182 12 7.138% 12-Nov-14| 11-Nov-15 6 000 000
NEDBANK 7881501480000137 12 7.020% 12-Nov-14| 11-Nov-15 10 000 000
ABSA GROUP 2074831706 12 7.200% 15-Dec-14| 14-Dec-15 8 000 000
STANDARD BANK  |088430537183 12 7.020% 15-Dec-14| 14-Dec-15 5000 000
NEDBANK 7881501480000139 12 6.950% 15-Dec-14| 14-Dec-15 8 000 000
INVESTEC MM 14121574134 12 7.070% 15-Dec-14| 14-Dec-15 4 000 000
INVESTEC MM14121574134 12 7.070% 15-Dec-14} 14-Dec-15 4 000 000
ABSA GROUP 2075104817 10 6.900% 10-Apr-15] 10-Feb-16 3 000 000
INVESTEC MM15041082132 10 7.000% 10-Apr-15| 10-Feb-16 3 000 000
INVESTEC RK15021878318 12 7.050% 18-Feb-15| 17-Feb-16 10 000 000
FNB 74371532993 8 6.830% 26-Jun-15] 25-Feb-16 2 000 000
ABSA GROUP 2075290480 8 6.800% 26-Jun-15| 26-Feb-16 3 000 000
ABSA GROUP 2075067748 12 7.330% 25-Mar-15| 23-Mar-16 11 000 000
FNB 74446073187 12 6.950% 25-Mar-15| 23-Mar-16 2 000 000
STANDARD BANK  |088430537184 12 6.996% 25-Mar-15| 23-Mar-16 3 000 000
NEDBANK 7881501480000140 12 7.090% 25-Mar-15| 23-Mar-16 17 000 000
INVESTEC RK15032580969 12 7.100% 25-Mar-15| 23-Mar-16 4 000 000
FNB 74466178121 12 7.089% 10-Apr-15] 08-Apr-16 15 000 000
STANDARD BANK  |088430537185 12 7.324% 10-Apr-15|  08-Apr-16 3 000 000
NEDBANK 7881501480000141 12 7.050% 10-Apr-15| 08-Apr-16 10 000 000
STANDARD BANK  |088430537186 12 7.488% 12-May-15] 10-May-16 14 000 000
NEDBANK 7881501480000143 9 7.000% 25-Aug-15| 25-May-16 2 000 000
FNB 74450730731 9 7.150% 25-Aug-15 25-May-16 8 000 000
STANDARD BANK  |088430537188 10 7.273% 29-Jul-15] 29-May-16 9 000 000
ABSA GROUP 2075437763 10 7.060% 25-Aug-15] 24-Jun-16 3 000 000
STANDARD BANK  |088430537187 12 7.372% 26-Jun-15] 24-Jun-16 15 000 000
STANDARD BANK  }088430537189 10 7.415% 25-Aug-15| 25-Jun-16 7 000 000
STANDARD BANK  [088430537191 3 7.478% 29-Mar-16{ 29-Jun-16 11 000 000
ABSA GROUP 2075372721 12 7.620% 29-Jul-15}  27-Jul-16 15 000 000
FNB 74550449331 12 7.300% 29-Jul-15}  27-Jul-16 4 000 000
NEDBANK 7881501480000142 12 7.300% 29-Jul-15]  27-Jul-16 7 000 000
ABSA GROUP 2075530129 11 7.160% 02-Oct-15| 02-Sep-16 16 000 000
ABSA GROUP 2075530111 12 7.230% 02-Oct-15| 30-Sep-16 10 000 000
STANDARD BANK  |088430537190 10 7.486% 30-Nov-15] 30-Sep-16 3 000 000
NEDBANK 7881501480000144 12 7.300% 02-Oct-15| 30-Sep-16 2000 000
NEDBANK 7881501480000145 10 7.350% 30-Nov-15| 30-Sep-16 6 000 000
CASH AND CASH EQUIVALENTS 63 000 000

72




FINANCIAL ACCOUNT PERIOD | % INT DATE DATE INVEST/MATURE BALANCE
INSTITUTION NUMBER MNTHS RATE | INVESTED | MATURING 2015/2016 30 JUNE 2016

STANDARD BANK 088430537181 10 7.087% 01-Oct-14| 01-Aug-15 5 000 000

FNB 74575507924 11 7.800% 02-Dec-15{ 02-Nov-16 14 000 000
FNB 74575507312 12 7.900% 02-Dec-15| 30-Nov-16 10 000 000
NEDBANK 7881501480000146 9 7.930% 29-Mar-16| 29-Dec-16 28 000 000
STANDARD BANK 1088430537192 8 8.271% 08-Jun-16] 08-Feb-17 14 000 000
NEDBANK 7881501480000147 8 8.020% 08-Jun-16] 08-Feb-17 4 000 000
FNB 74446073187 11 8.511% 29-Mar-16| 28-Feb-17 7 000 000
ABSA GROUP 2075926413 12 8.500% 29-Mar-16| 28-Mar-17 26 000 000
INVESTEC QMJ2565 12 8.550% 29-Mar-16| 28-Mar-17 22 000 000
FNB 74466179121 11 8.250% 08-Jun-16( 09-May-17 10 000 000
SHORT TERM INVESTMENTS 135 000 000
BALANCE 30 JUNE 2016 198 000 000
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SARAH BAARTMAN DISTRICT MUNICIPALITY

National Treasury
Annual Pre-Audit Budget Returns
For the year ended 30 June 2016
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CFAA : CASH FLOW STATEMENT AUDITED ACTUALS (All values in Rand)(Payments= +)
Save File as : Muncde_CFAA_ccyy_Y.XLS (e.g.: GT411_CFAA_2010_Y)
Change Year End (ccyy) to Financial Year End (e.g.: 2010 for year 2009/2010) and Muncde to your

own municipal code (e.g.: GT411)
To Save File press the following keys at the same time with Caps Lock off: Ctrl Shift S

Year Month
End End Mun
2016 AUDA DC10

ltem

3000
3010
3020
3030
3040
3050
3060
3070
3080
3090
3100
3110
3120
3130
3140
3150
3160
3170
3180
3190
3200
3210
3220
3230
3240
3250
3260
3270
3280
4000
4010
4020
4030
4040
4050
4060
4070
4080
4090
4100
4110
4120
4130
4140
4150
4160
4170
4180
4190
4200

Detail

Cash Receipts by Source

Property rates

Property rates - penalties & collection charges
Service charges - electricity revenue
Service charges - water revenue

Service charges - sanitation revenue
Service charges - refuse revenue

Service charges - other

Rental of facilities and equipment

Interest earned - external investments
Interest earned - outstanding debtors
Dividends received

Fines

Licences and permits

Agency services

Transfer receipts - operational

Other revenue

Cash Receipts by Source

Other Cash Flows/Receipts by Source
Transfer receipts - capital

assets

Proceeds on disposal of PPE

Short term loans

Borrowing long term/refinancing

Increase (decrease) in consumer deposits
Decrease (Increase) in non-current debtors
receivables

Decrease (increase) in non-current investments
Total Cash Receipts by Source

Cash Payments by Type

Employee related costs

Remuneration of councillors

Collection costs

Interest paid

Bulk purchases - Electricity

Bulk purchases - Water & Sewer

Other materials

Contracted services

Grants and subsidies paid - other municipalities
Grants and subsidies paid - other

General expenses

Cash Payments by Type

Other Cash Flows/Payments by Type
Capital assets

Repayment of borrowing

Other Cash Flows/Payments

Total Cash Payments by Type

Net Increase/(Decrease) in Cash Held
Cash/cash equivalents at the month/year begin:
Cash/cash equivalents at the month/year end:

Audited
Actual

[oNoNeNelNolNoe N

1394 663
18 276 686
0

0

0

0

45797

86 418 521
5230424
111 366 091

0

0

205 323

0

0

837 153

0

0

-5 102

112 403 465

38 239 661
6 635 500
0

433

0

0

0

2 863 326
25033 214
0

56 235 963
129 008 097

1403 299
-32 005 569
0

98 405 827
13 997 638
85 303 098
99 300 736
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