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Accounting Officer's Responsibilities and Approval

| am responsible for the preparation of these annual financial statements for the yvear ended 30 June 2016, as set out on pages
& 1o 40 in terms of Section 126(1) of the Municipal Finance Management Act (Act 58 of 2003) and which | have signed on
behalfl of the Municipality,

| cerify that the salaries, sllowances and benefits of Councillors, loans made to Councillors, if any, and paymenis made to
Councillors for loss of office, if any, as disclosed im note 21 of thesa annual financial statements are within the upper limils of
the Framework envisaged in Section 218 of the Constifution, read with the Remuneration of Public Officer Bearers Act [Acl 20
of 1998) and the Ménister of Provincial and Local Govemment's determination in accordance with this Act

o

Mazibuko N [Acting)
Municipal Manager
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Statement of Financial Position as at 30 June 2016

Figures In Rand Mate(s) 2016 2018
Restated”
Assets
Current Assets
Imvantorias 4 3 4B59 008 TTo4 8973
Receivables from exchange fransaciions B, 4 TOS 554 4 375 085
Receivables from non-exchange transaciions GE 348 746 .
VAT recaivabla L] 8 741 113 36 338 150
Prepayments - | 2 B52 980 2521 T8
Consumer debiors 15 45 6684 117 40 580 853
C-ash and cash equivalents 2 205 554 277 238 328 411
JEB 476 480 329 954 316
Hon-Current Assets
Property, plani and eguipmeani T 2120725562 1774 978 542
Intangible gazets g 15 428 554 18 182 233
2136 154 156 1 T3 170 775
Total Assets 2 504 630 636 2 123 125081
Liabilities
Current Liabilities
Finance lease obligation 12 1370 528 1651 511
Operating lease lizbilitg 14 283 TaT -
Payables from axchange transactions 10 218 458 160 125 055 394
Unspent condifional granis and receipts 12 T 575 004 12 454 o4
Prowisions 11 14 853 381 13 385 196
240 551 837 156 58T 155
Non-Current Liabilities
Finance ease abligaton 13 70087 1 333 844
Provisions 11 29 718 817 28 188 136
29 T98 914 29 501 980
Total Liabilities 270350751 188 089175
Met Assels 2234 278 BAS 1 93T 035 816
Accumulated surplus 2234 2T 885 1037 035916
* Ses Mote 37
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Statement of Financial Performance

Figures in Rand Moleds) 2016 2015
Restated”
Revenue
Revenue from exchange transactions
Senice charges 38 68 284 250 44 299735
Cithat income 1184177 123031
Interast receved - axtamal investmant 43 23 258 348 21 438 028
Interest earmad -cutstanding receivables 43 1 776 B5B 5 G08 545
Total revenue from eéxchange transactions B4 483 434  TE 87T g42
Revenue from non-exchange transactions
Ciher income 3671016
Government granis & subsidies 40 B73 0562 8TA B85 382 336
Total revenue from non-exchange transactions BT3 052878 B89 053 352
Taotal revenue 16 B5T 536 312 965 930 554
Expanditure
Employee related costs 1T (248 T18 T14) (215 376 6689)
Remuneration of councillcrs 18 (11 728 225) (11 404 T05)
Depreciation and amortisation 20 (56 251 BBO) (44 950 458)
Finance cosls 22 (207 BBO) {361 975)
Dedt Impairmeant 42 (32 B35 222) (24 2T5617)
Commission paid 182 (27 425 GBB} (38 985 604)
Repairs and mainfenance (41 882 184) (3T 881 53D}
Bulk purchaseas £3 (46 808 TEE) (46 TEI B4D)
Derecognifion of assets 21 (14 373 482) {1007 259}
Genersl Expenses 32 (176 ZB4 252) (150 330 034)
Total expenditura (E56 328 280} (5768 177 8O1)
Operating surplus 304 208 D22 38T 753 183
Gainf{Loss) on disposal of assets and liabilities (118773 (1746674}
{Impairmeant koss)/Reversal of impairment koss (&447 232} {1 2806 558)
Gains/lose) on aciurial sdjustmeant g {1 387 053) (383 704}
(3 964 058) (3 424 938)
Surplus for the year 297 243 564 384 I8 257

* Sew Mote 37
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Statement of Changes in Net Assets

Accumulated Todad rat

Figurés in Rand Surplus #ssels
Opening balance as previously reponed 1 552 687 366 1 552 6BT 366
Adjustments

Prior year adjusiments 20 283 20 2683
Balance at 01 July 2014 as restated® 1 552 TOT 659 1 552 TOT 659
Changes in nel assets

Surplus for the: year (restated) 384 328 257  3B4 328 257
Total changes 384 328 25T  3B4 328 257

Restated® Balance at 01 July 2015
Changes in net assets
Surplues for the year

Total changes
Balance at 30 June 2018

1937 035 521 1937 035921

207 243864 207 243 064

207 2431064 207 241 064

2234 279 885 2 234 279 B85

* See Mobe 37
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Cash Flow Statement

Figures in Rand Maotels) 2016 20158
Reatated®
Cash flows from operating activities
Receipts
Income received from service charges and oiher 21 746 BET 10211 271
Grants 801 Tas Q0O  TA1 831 327
Interest received- external investments 23 258 349 21 435 028
Interest eamed -outstanding receivables 1 776 BSB 5 804 548
B48 585 874 B33 450174
Payments
Employes costs (257 420 0T3) (222 950 (21)
Suppliers (220 206 B58) (281 D15 350)
Finance costs (207 BEO) (361 §75)
(477 B43 811) (514 358 B46)
Het cash flows from operating activities £5 3T0 723063 319123628
Cash flows from investing activities
Purchasze of proparty, plant and equipment [ (401 505 122) (355815 737)
Proceeds from sale of property, plant and eguipment T 436 513 264 G664
Furchase of other infangible asseis 8 (912 573) (16 528 T02)
Froceeds from disposal of inveniones (231 074) .
Het cash flows from investing activities (401 812 258) (372 07T BES)
Cash flows from financing activities
Finance lease paymsents (toE4941) (1304 268)
Het increasel|{decrease) in cash and cash egulvalents (32 774 134) (54 258 538)
Cash and cagh eguivalents at the beginning of the year 238 328 411 292 S5BE 837
Cash and cash eguivalents at the end of the year 2 205 554 ZTT 238 328 411

* Bea Mole 37



Capricorn District Municipality

Annual Financial Statements for the year ended 30 June 2018
Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved  Adjustments  Final Budget Actual amounts  Difference Reference
budget on comparable between final
basis budget and

Figures in Rand aciual
Statement of Financial Performance
Revenue
Revenue from exchange
transactions
Service charges 8 813 000 16 000 000 54 513 000 55 264 250 3 371 280
Orther income 898 805 2 440 819 3335 424 1164177 [2175247)
Interes! received - extenal 21613 000 - 21613000 23258 349 1 645 349
inwesiment
Interest sarmned -outstanding - - - 1776 B58 1776 658
receivables
Total revenue from exchange E2424805 17440819 TOBES5424 B4 483434 4 618 010
transacticns
Revenue from non-exchange
transactions
Other income 1305 73 181 T4 578 {74 576)
Transfer revenue
Government grants & subsidies  B45 741500 77355006 923098406 syaoszave (50 045 528)
Total revenue from non- B4S T42 885 77430 0BT 923172982 873 8T8 (50 120 104}
exchange trensactions
Total revenuse 8048 16T 500 94 70 B06 1 003 038 406 857 536 312 (45 502 094}
Expeanditure
Personnel (263 160000) 14 195 164 (248 963 838) (248 710 714) 244122
Femunergtion of councillors (10 8a&0 DO0) @A77 000) (11 TITO00) (11 720 225 TT75
Depreciation and amonisation (81 804 000) 20496000 (61196000) (562618600 493410
Finance costs {473 000) ; {473 000) (207 BBO) 265120
Dabl impairmant (2T 530 000 - (2T 838000} (3rg35 222y (4 80B 223
Commigsion paid (11574000} (15000000) (28974000) (27 425 606) {451 688}
Fepairs and maintanance (03 264 000) 30451632 (53 812 36B) (41882 194) 11930174
Bulk purchages (22 000 Q00 5180000 (46810 000) (45 A0B TEG) 1234
Derecognition of assels - - - (14 373 482) (14 373 481)
General Expenses (167 616 000} (18817 810) (186 433 810) (176 284 252) 10 148 558
Total expanditure (708 SB0 000} 44 540 5868 (664 315 014) (656 328 290) B010 724
Operating surplus 199 187 500 139511882 338698382 301 208022 (37 481 370)
Loss on disposal of agsets and {114 956) (114 956) (118 773) (4 817)
lizbilities
(Impairment lossyReversal of = (2447 232y (2447 232)
impadrment koas
Actuarial gainsfosses (1387053 (1397 083) (1387 053 -

- (1512008} {1512 009) (3 964 058) (2 452 049)
Surplus for the year 195 187 500 137 955 BB 33T 18T 2B3 287 243 564 (35 843 4159)
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Accounting Policies

1.  Presentation of Annual Financial Statemants

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

These annual financiz| statements have been prepared in accordance with the Siandands of Generally Recognised Accounting
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance
Management At (Act 56 of 2003),

The pnncipal eccounting poficies adopied in the preparation of these annusl financial statements are sat out below.

Assels, llabilibes, revenues and expenses have nol been offsel except when offsetling is required or permitied by & Standard of
GRAP,

The accounting policies applied are consistent with those used to present the previous years financial statements, unless
explicitly stated. The datails of any changes in accounting policies ane expiainad in the relevant podicy

1.1 Presentation currency
These annual financial staterments ane presented in South African Rand, which 12 the functional currency of the municipality,
1.2 Golng concern assumption

These annual financial siatements have besn prepared based on the assumplion that the municipality will continue 1o
operate 3% a going concen for al least the next 12 months,

1.3 Comparative figures

When the presentstion or classification of items in the annual finencial statements iz amended, prior penod comparative
Bmounis are restated. The nature and reason for the reclassification i disclosed. Where accounting ermors have baen
identifiad in the current year, the correction is made retrospactvely as far as is practicable, and the pror year comparatives are
restated accordingly. Whesa tharé has been a change in accounting policy in the curmenl year, the adjustment i made
retrospectively as far as is praclicable, and the prior year comparatives are restated accordingly

1.4 Standards, amendments to standards and interpretations iesued but not yet effective

Tha followang GRAP standards have been issuad but are not yet effective and have not been earty adopted by the municipality:

Ma. Title of Standard Impact on GRAP Reporting Framework

GRAP 20 Related Party Dizclosuras Mo matenal impact

GRAP 32 Service Concession Arrangements: Granior M miaterial impact

GRAP 108 Statutory Receivables Mo material impact as no merger is forseeable in
the future

GRAP 108 Apcounting by Principals and Agents Mo maternsl impact

An effective date i$ yel bo be determined for the other standards by the Minister.

Mew GRAP sianderds effective for financial vears beginning on or after 1 April 2015

Na. Title of Standard Impact on GRAF Reporting Framework
GRAP 1B segment Reporing Mo material impact
GRAP 105 Trangfer of Functions Between Mo impact as the municipality is not a

Entitie Under Common Controd mumicipality under common canfrol
GRAP 106 Transfer of Functions Betwean Wo impact as no transfer of functions

Entities Mot Under Comman Condrel are  anficipated in  the foreseeable fulure
GRAP 107 Mergers Mo impact as no merger is anticipated

in the foresesable future

10
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Annual Financial Statements for the year ended 30 June 2018

Accounting Policies

1.5 Property, plant and eguipment
Depreciation
Depreciation is calculated on the depreciable amount, using the siraight-ine method over the estimated useful lives of the

aszgets. Components of asseis that are significant in relation to the whole asset and that have different useful lives are
depreciated ssparately. The annual depreciation rates are based on the following estimated average asset lives:

Item Average useful life
Land -
Burildings 10-33
Plant and machinery 5-13
Fumiture and fixtures 513
Maotor vehicles

- Specialist vehiches g9-14
*  HMher vehicles 5-14
Office equipment 313
1T eguipmeni 3-13
Computer software 5-13
infrastruciura

*  Roads and Paving 15-50
Communiy

=  Bulldings 10-55
=  Security 5
Crhar equipment

=  Copiars 3-8

*  Talephones 36

¢ Emergency squipment 58
Communication equipmsnt 3-8
Leased assets

*  Dffice equipment 110
Wastewaler network

=  Sewergge 18-50
‘Waber nebwork

*  Water Maintenance and punification 16-56
*  Water Resenmir 0-55
Initial recognition

Properly, plani and eguipment are tangible non-curreént assels (including infrastructure asseis) that are held for use in the
produstion of supply of goods or services, rental to others, or for administrative purposes, and are expecied 1o be used during
more than one year, tems of propeny, plan and equipment arg initially recognised as asseis on acguisition date and are
imitially recorded at cogt The cost of an item of propery, plant and equipment & the purchase price and ofher cosls atiibutable
io bring the asset to the location and condition necessary for it 1o be capable of operaling in the manner intended by the
mumnicipalify. Trade discounts and rebates are dedwcted in arriving at the cost. The cost slso includes the necessary costs of
dismanilng and removing the asset and restoring the site on which i is located.

When signilican! components of an item of property, plan and eguipment have different ussful lives, they are accounied for as
separate items [major compenents) of property, plant and aquiprment,

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

here an iem of property, plant and equipment i acguirad n exchange for a non-monetary 2sset or monetary assets, or a
combination of monetary and non-monetary assets, the asset acquired is iniially measured at fair value (the cost). I the
acquired iterm's fair value was not determinable, s deemed cost is the carrying amount of the assel(s) given up.

Major spare paris and semvicing egquipment qualify as propery, plant and equipment when the municipality expects to use them
during more than one perigd, Similarly, if the major spare parts and servicing equipment can be used only in connection with
an ilem of propery, plant and equipment, they are accounied for as property, plant and egquipment.

11
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Annual Financial Statemenis for the year ended 30 June 2016

Accounting Policies

1.5 Property, plant and equipment |continuad)
Subseguent measuremant - cost

Subsequant 1o initial recognilion, dems of propery, plant and equipment are measured ai cost less accumulaied depreciation
and mmpairmant lossas. Land is not depreciated as if is deemed o have an indefinite usehal ke,

Where the municipality replaces paris of an agsel. it derecognises the parl of the asset being replaced and capifalises the new
component. Subsequent expenditure incurred on an &ssel iz capitalised when it increases the capacity or fulure economic
benafits associated with the assel

Derecognition

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

1.6 Impairment of cash-generating assets

Cash generating assets are reviewed for impairment whenever events or changes in circumstances indicate that the camying
amount may not ba recovared n accordance with GRAP 26.

An impairment loss is recognised If the recoverable amount of an asset is less than it camying
amount. The impawment loss i recognised as an expense in the statement of financial performance immediately. The
recoverable amount of the asset is the higher of the assels fair value less costs of disposal and i1 value in use. The fair value
rapresents the amount obtainable from the sale in an arm's kength transaction between knowledgeable, willing parties.

Faor an asset that does not generate cash inflows largely independent of those from
other assets, the recoverable amount is determingd for the cash-generating unit to which the assets belong. A cash-generating
unit is the smalles! identifiable group of assets that generates cash inflows that are largely independent of the cash flows from
other assels or group of assels, An impairment boss is recognised whenever the recoverable amount of a cash-generating und
is less than ifs carmying amount,

The impairment loss is allocated to reduce the carnying amount of the assel. The carrying
amaount of individual assets are not reduced bélow the higher of its value in use. zero or fair value less cost of disposal.

A previously recognised impairment |oss related to assets is reversed if there has been a change in the estimates used o
determine the recoverable amount, however not to an amount higher than the casmying amount that would have been
determined had no impairment loss been recognised in prior pericds.

After the recognition of an impairment loss, any depreciation charge for the asset is adjusted for fulure pericds to allocale
the assels’ revised carmying amount on & systematic bagis over its remaining useful life,

12
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Annual Financial Statements for the year ended 30 June 2018
Accounting Policies

1.6 Impairment of cash-generating assets (continued)
Identification

¥When the camying amount of a cash-genarating asset exceeds its recoverable amount, it is impaired.

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

Irrespactive of whether there is any indication of impairment, the municipality also test a cash-generating intangible asset with
an indefinite usetul life or a cash-generating intangible asset not yet available for use for impairment annually by comparing its
carrying amount with its recoverabée amount. This impairment test iz parformed at the same time every year. If an imangible
assel was initially recognised during the curment réporting pariod, that intangible asset was lested for impairment before the end
of the: current raperting pericd.

1.7 Impairment of non-cash-generating assets

Nen-cash generating assets are reviewed for impaiment whenever evenis or changes in circumstances indicate that the
cafrying amouni may not be recovered in accordance with GRAP 21

An impairment logs is recognised if the recoverable service amount of an assel is less than its camying amount. The
depreciated replacement cost of an esset is essentially the curment cost that will have fo be incurred 1o replace the assel's
Gross senvice potential and is then deprecisted 1o reflect the as5el's current age or condifion

The impairment ioss is recognised as an expense in the statement of financial performance immediately. The recoverable
sarvice amount of the asset is the higher of the assets fair value less costs of disposal and its value in use,

The fair value represents the amount obtainable from the sale in an arm's length fransaction between knowledgeable, willing
parihes

The impairment loss is allocated 1o reduss the carrying amount of the asset. The camying amount of individual assets are nod
reduced balow the higher of its value in use, zero or fair value lass cost of dispozal

A previougly recognised impairment 10ss related to assets is reversed if there has baen a change in the estimates used to
determine the recoverable amount, however not to an amount higher than the camying amount that would have been
dedarmined had no impairment koss been recognised in prior pariods.

After the recognition of an impairment lgss, any depreciation charge for the asset is adpusied for fulure periods to allocate the
asgels’ revised carmang amount on 8 systematic basis over He remaining wsadul lifa

1.8 Intangible assets
Initial Recognition

An intangible asset is an [dentifiable non-monetary asset without physical substance, Examples include computer software,
lcences, and developmant costs. The municipality recognises an intangible asset in is Statement of Financial Position ondy
when it is probable that the expected future economic benefits or service potential that are atiributable 16 the asset will fiow to
the municipality and the cost or fair value of the asset can be measured reliably

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

the municipality intends to complete the intangible assel for use or sale

it i technically feasible to complete the intangible assat

the municipality has the résources 1o complete the project; and

it is probable that the munscipality will raceive future economic benefils or service potential.

s @ W

Intangible aszets are initially recognised at cost

Whars an intangible asset i3 acquered by the municipality for no or neminal consideration (i.e. a non-exchange transaction). the
o8l is deemed 1o be egual to the fair value of that asset on the date acguired,

13
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Annual Financial Statements for the year ended 30 June 2018

Accounting Policies

1.8 Imtangible assets (continued)

Where an intangible Bsset is acquired in exchange for & non-monetary assel of monetary assels, or a combination of monetasy
and non-monetary assats, the assel acquired is initially measured at fair value (the cost), If the acguired iem's fair value was
not delerminable, i's desmed cosl s the carmying amount of tha asset(s) given up.

Subsequent measurement -cost model

Infangible asselts are subsequently camed at cost bess accumulated amorisalion and impairments. The cost of an intangible
assel is amodized over the useful life where thai useful Fe is finile. Whare the useful life is indefinite, the asset is not
amortised but iz subject to an annual impairment tegt

Amortisaticn and impairment

Amortisation is charged 50 a8 1o write off the cost or valuation of intangible assets over thelr estimated useful ves using the
siraight line method. The annual amortisation rates are based on the following estimeted average asset lives:

Computer software 310

The amorisation pariod and the amorisation method for an intangible asset with 8 finite useful life are reviewed ai each
reporiing date and any changes are recognised as a change in accounifing estimate in the Statement of Financial Performance

The municipaliy tesis intangible assels with finite useful lives for impairment where there is an indication that an esset may be
impaired. An asgessment of whether there ig an indication of possible impairment is done al each reporting date. Where the
camying amouni of an item of an intangible asset is grealer than the estmaled recoverable amount (or ecoverable serice
amount), it s written down immediaiely to its recoverabbe amount (or recoverabie service amount) and an mpairment 0SS 5
charged to the Staterment of Financial Parformance,

Darecognition

Intangible assets are derecognised when the assel is disposed of or when there are no further economic benefits or senice
potential expected from the use of the asset The gain or koss anging on the disposal or relirement of an intangible assef is
getermingd as the difference between the sales proceeds and the camying value and is recognised in the Statement of
Financial Perdormance,

Wesite costs

The municipality has a website designed for internal and external access. The municipality i$ at the operating stage which
comprises maintaining and enhancing applications. infrastrecture, graphical dasign and tha contant of the file. The municipality
incurs intemally generated costs on the operation of the website and the costs are therefore expensed,

1.8  Inventories

Initial recognition

inventaries assete in the form of matesials or supplies to be consumed or distributed in the rendering of service. Inventorias

are initialty recognised at cost. Cost generally refers 1o the purchase price, plus taxes, fransport costs and any other costs in
bringing the inventares to thair curment locatson and condition,

WWhere imientory is acquired by the municipality for no or nominal congideration {i.e. a non-exchange ransaction}, the cost (s
desmed fo be equal to the fair value of the item an the date

Eﬂn!l:-]umam& Inventary & valued using the weighted average cost whilst waber mentory is valued using the First in First Out
[FIFLY) method

Subsequent measurement

14
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Annuai Financial Statements for the year ended 30 June 2016

Accounting Policies

1.2 Inventories (continued)

Imventaries, consisting of consumable stores and raw materials. are valued af the lower of cost and net realisable value unless
they are to be distributed at no or nominal charge, in which case they are measured af the lower of cost and cument
replecement cost.  Redundant and slow-moving inventones are idenfified and wiitten down in this way, Differences arniging on
the valuation of inventory aré recognised in the Statement of Financial Performance in the year in which they arose. The
amaunt of any reversal of any write-down of inventories arising from an increase in net realisable value or current replacemeant
cost % recognised as @ reduction in the amount of inventories recognised as an expenze in the peariod in which the reversal
GEGURS,

The carrying amount of invenionies i3 recognised as an expense in the period that the inventory was disiributed, written off or
consumed, uniess that cost gualifies for capstalisation to the cost of another assat.

1.10 Financial instruments
Classification

Financial msirement Is any coniract that gives nse 1o a financial asset of one municipality and a financial liability or a resdual
interest of another municipality

Fimancial instrumenis compnise of financial assets and habilities in accordance with GRAP 104,

A financial asset s cash; a residuat interest of another municipality; or a confractual right to receive cash ar another financial
@gget from another municipality or exchange financial assets or financial ligbdlites with another municipadity under conddicns
that are potentially favourable to the municipaliby

A residual inferest is any contract that entitles the holder to an mterest in the assets of an municipality after deducting all of its
liabilithes (e net assets),

A financial liabidty i any Eability thal i a8 confraciual obligation o deliver cash or another financial assel fo anoiher
municipalty, or exchange financial assels or financial EabiMies under condiions that are polentially unfavourable to the
MELniCipality,

Financial instruments, depending on s category, are initially measured &t fair value, cost or amortsed costs in accordance
with GRAP 104. Transachon cosis are anly included in financial instruments ihat are inifially measured at amortised cosls.
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1.10 Financial instruments [continued)

initial recognition and measurement
Financial i classi fair value {fair val s considerstion
The best evidence of fair value i a guoied price in an active markat.

A financial instrumeant is regarded as quoted in an active markel if quoted prices are readily and regulardy available from an
mochange, broker, dealer, etc, and those prices represent aciual and reguiarly occurring market transactions on an arm's
iengih basis.

Shari-term recaivablas and payables with no stated interest rate is be measured &t the onginal invoice amount if the effect of
discounting is emmaiednal

Where there is no active markel. the fair value |3 cetermined using a valuation technicue swch as
= recent arm's length market transaction;
- if avaiable, refarencs to the current fair value of another instrument that is substantially the sams;
. discounted cash flow analysis, discounting the fubure receipis {payments) of a fimancial instrument over the penod of
the contract, by l.li|ﬂ-g & marked interest rale (adjusted for credit risk), 1o its present value.

instr n fi
If the: fair value of & financial instrument cannot e reliably measured, it is measwred al cost,

Financial assets at fair value are subsequently measured by using the fair value measurement consideralions

Any gains or losses due io changes in fair market value during the pericd are reported as gains or logses in the statement of
financial performance, because such investments will usually be sold in the near future at their market valus.

This effective inlerest rate method is used for these financial instruments. The interest rate used is necessary to discount the
estimated siream of principal and interest cash fiows throwgh the expected life of the financial ingtrument to equal the amount
recognised at indial recognition. The rate is then applizd 1o the camying amount at each reporing date to determine the interest
expense or revenue for the period

Jeel CUS

Financial instrume: 5 O
For financial instruments measured al amodised cost, the inferest expense (for financial liabilities) or revenue (for financlal
as5eig) s calculaled by using the effective interest rate method. The interest rate used is equal fo the prevailing rate of retum
for financial ingtruments having substantially the same berms and characteristics of the municipality's financial instrument which
include:

¥ thve credit quality;

= the remaining ferm over which the confractual interest rate is fixed;

. the remaining pericd fo repayment of the princpal; and

L] the currenty (il applicable).
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1.10 Financial instrumeants (continued)

Subsequent measurament

At lhEl- Eﬂd I:I-f ElElv:h mpﬂl‘!ll‘lﬂ ﬂ!nﬂd lhamummpalnty assassas wheathar thara is any objectiva evidance that a financial assaf or
group of financial assets 15 impainad.

| it uncollectabifity of fin i ]

If there is objective evidence that an impairment loss on & finencial asset nes occured. the loss must be recognised in surplus
or deficit. Objective envidance that a financial asset or group of assets is impamed can be as a result of the occurmence of ona or
more of the following avents:

[aflﬁlgnrﬁcant financial difficulty sxperienced by the borrowen'debtor;
Delays in payments (Including interest payments) or failure to pay/defaulls;

. For econommic or legal reasong, allowing disadvaniaged cusiomers who are expenencing financial difficultes o pay
as and when they can. The municipality would not otherwise have congidered this concesgion. For example,
allowing dissdvaniaged cusiomers to pay their account when they can due to the fact the water i supplies to the
customer is 8 basic human right;

. It is probable thal the borroweridettor will entar sequestration (bankruptcy) or ather financial rearganisalion;

*  The disappearance of an active market for that financial assel because of financial difficulties; or

*  Observable data, for example hisioncal data, indicating thal there is a decrease in the estimated fulure cagh flows
that will be receqed (which can be measured reliably). from & group of finencial assets (financial gssets with similar
credit sk characteristcs grouped fogether) since the inifial recognition of those assats. The decrease may not yat
be identfied for the indnidual financial assets in the group, These can incude

- tve payment status of borrowersidebbors i the group has deteriosated {e.g. an incregsed number of delayed
paymenis); o

- national or local economic conditions that are im Ene with non-payments in the group (e.g. an mcrease in the
unemployment rale in the geographical area of the borrowersideblors, or adverse changes in market conditions that
affect the bormowers/deblors in the group)

(b) An municipality sscesses financial assets individually, when assets are indwidually significani, and individually or
collectnady for financial assels thal are not indwidually significant. Where no objectve evidence of impairment exists for an
individisally assessed assel (whether individually significant or not), an municipality includes the assets in a group of financial
assets with simiar credit risk charactenstics and colbectively assasses them for impairment.

The camying amount of 8 financial asset is reduced directly through the use of an allowance account. The impaiiment loss is
recognised in the statement of financial performance.

Agsels that are individually assessed for impairment and for which an impairment k5ss is or continues to be recognised, are not
included in the collective assesament of impairment,

Ag soon as informalion becomes available thal specifically identifies Iosses on individually impaired aseets in a group {thai are
collectively assessed for impairment), those assels are removed from the group and assessed mdividually for impairment.

Faor collective assessment of impairment, as indicaled above, sssels with similar credil risk chasactenistics are grouped
together. The credil fsk charscienstics should be indicative of the debiors? ability to pay all amounts due according to the
conraciuad lerms.

Receivables from exchange transactions

Trade and other receivables are initially designated at fair value

Shori-term receivables with no siated interest rate is to be meagured at the onginal iInvolce amownt if the effect of discounting is
immaterial.

Payables from exchange transactions
Financial labdibes consist of rade payables, They are categorised a8 financial kabilities held at fair value,

Short-lerm payables with no stated interest rate is 1o be measured at the onginal wvedce amount o the elect of discounting s
immaterial.
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1.10 Financial instruments (continuad)
Cash and cash equivalents

Cash includes cash on hand (including petly cash) and cash with banks (ncleding call deposits), Cash equivalents are shori-
term highly liguld Investments, readily convertible into known amounts of cash, that are held with registered banking mstitutions
with maturities of three months or kess and are subject o an insignificant risk of change in value, For the purposes of the cagh
flow staternent, cash and cash eguivalents comprise cash on hand, deposits held on call with banks, net of bank owerdrafis,
The municipality categonses cash and cash equivalents a5 financlial assets! loans and receivables

Bank overdrafls are recorded based on the facility uiiksed. Finance charges on bank cwerdraft are expensed as incurmed.
Amounis owing in respect of bank overdrafis are catagorised as financial liabilities: other inancial liabdikes carmed at armonised
cosk.

Gains and losses

Gains or losess can arize from: both & financial azsel and Anancial liability measured at fair value, at amorized cost or cost.
Any gaing and logses are recognised in the statement of financial performance

Fair vabue- Changes in the fair valee will resull in either a gain or loss,

Amortised cost and cost -gains and losess are recognised when derecognised. mpaired or through the amortisalson procass.
Derecognition

Financial agsets

The municipalify dereognises 8 financial asset only when:
- the contrachsal rights to the cash flows from the financial asset expire, are satted or wahed;
. the municipakty transfers o another party substantially all the risks and rewards of the ownership of the assel, or
The municipality, daspite hawving retained some significant nsks and rewards of enemship of the financial 2aset, has
transferred contral of the assed to another party and the that party has the practical abilidy o =ell the assst in its
erirely b an unrelated thied pary, and is able o axercise that abéity uniaterally and withoul needing io impose
additional restrictions on the transfer

If the municipality has not transfemed substantially all of the risks and rewargs of ownership of the finencial asset, i should
continua to recognisa the asset.

Financial liabilities

The municipality derecognisss a financial liability only when;

»  Digcharges the liability (or par thereof) by paying the credior, nosmally with cash, other financial Babilities, goods or
BEMVICEE,

= Waives the debt or it is assumed by ancther enlity by way of a non-exchange fransaction, These ransactions are
accounted for by considering the requirements in GRAF 104 and GRAP 23 - Revenue from Mon-exchange
Trangachons (Taxes and Transfers),

. 1% legally relessed from primary résponsibiity for the liabilty (o part of if) either by process of lew (expirés) or by the
creditor (cancelled). If the debtor has given a guarantee, this condition may still be met; or
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1.10 Financial instuments {continued)
Impairment of financial assets

The municipality assesses at each stalement of financial position date whather a financial asse! or group of financial agsels is
impsired.

Anzels are camied at amortised cost,

If there is objeclive evidence that an impairment 10ss on [pans and receivables camed at amort:sed cost has been incurred, the
amount of the loss is measured as the difference bebtwesn the asset's carmying amount and the present value of astimated
future cash flows (excluding fulure credit losses that have pod been incurred) discounted al the financial asset's original
effective interest rate {i.2. the effective interest rale computed at mitial recognition). The carying amount of the asaet shall be
reduced either direclly or through the use of an allowance account. The amount of the Ioss shall be recognised in surplus or
deficit. The municipality first assesses whether objectve evidence of impairment exists individually for financial assels that are
individually significant, and individually or collactvely for financial assets that are nod individually significant. if i is determined
that no objectve evidence of impairment exsts for an indiidually assessed financial assel, whether significant or nol, the asset
is included in a group of financial assels with similar credd risk characteristics and that group of financial assets s collectively
assessad for impairment. Assets thal are indhidually assessed for impairment and for which an impairment logs is or continues
o b recognised are not included in 8 collective assessment of impairment

1.11 Unauthorised expenditurs

Unauthorsed expenditura is expenditure that has not been budgeted, expenditure that is not in ferms of the condions of an
allecation recehed from ancther sphere of government, municipality or organ of state and expendiure in the form of & grant
that is not permitted in terms of the Municipal Finance Management Act (Act Mo 56 of 2003). Unauthorised expendifure is
accounted for as an expense in the Statement of Financial Performance and where recoversd, it is subseguently accounted for
a8 revenue in the Statement of Financial Performance.

1.12 Irregular expenditure

Irreguiar expendiure 15 expenditure thai is contrary o the Municipal Finance Management Act (Act Mo.S6 of 2003), the
Municipal Syslems Act (A Mo 32 of 2000), the Public Office Bearars Act (Act Mo, 20 of 15988) or is in confravention of the
Municipality's supply chain mamagement policy. Imegular expenditure excludes unautharised expenditure. |rregular expenditure
is sccounted for as expenditure in the Statement of Financial Performance and where recovered, it s subsequently accounied
far 28 revenue in the Statement of Financial Performance

1.13 Fruitless and wasteful expenditure

Fruihess and wasteful expeanditure is expenditure that was made in vain and would have been avoided had reasonable care
bean exércised, Fruitless and wastehul axpanditure is accounted for 88 expendiure in the Sialement of Financsal Pedommance
and where recovered, it i subsequently accounted for as revenus in the Statement of Financial Performance.

1.14 Provisions

Provizions are recognisged when the municipality has a present or constructive obdigation as a result of past evenis, it is
probable that an oulflow of résources embodying economic benefits will be required 1o setile the obligalion and & reliable
estemate of the provision can be made. Proviseons are reviewad at reporting dale and adjusted to reflect the current best
aestimate. Where the effect is material, non-current provisions are discounted 1o their present value using a pre-tax discount
rate that reflects the markel's current assessment of the lime value of money, adpsted for risks specific fo the Eability (for
example in the case of obligations for the rehabilitaton of land),

The municipality doas nol recognise a confingent liabiity or contingent assel. A confingent liability is disclosed unless the
possibility of an cutflow of resources embodying economic benefits is remode. A contingent asset is disclosed where an inflow
of economic benefits is probable

Future events that may affect the amount required to sefile an obligation are reflacted in the amount of & provigion where there
is sufficient objective evidance that they will occur. Gaing from the expecied disposal of assels are not taken into account in

MEASURngG 8 provision, Provisions are not recognised for fulure operaling losses. The present obligabion under an onerous
contract i recognized and measured as a provision.,
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1.14 Provisions (continuad)

A provision for restruchuring costs is recognised only when the following criteria over and above the recognition criteria of a
provision have bean met
a) Tha municipalily has a detailed formal plan for the restructuring ldenbifying at least;
the business or pan of a business concemed,
*  the princapal locations affecied;
=  the |ocation, funciion, and approgimate nuember of employees who will e compensated for termimatmg thesr
senvices,;
=  when the plan will ba mplamantad; and

b} The municipalsy has raised 8 valid expectation in those affected that it will camy cut the restruciuring by starting o
implement that plan or anmouncing s main features o those affected by it

1.15 Leases
Finance leases - lessea

Leages are clagsified as finance leases where subgiantially all the nsks and rewards associated with ownership of an asset are
transferred to the municipality, Property, plant and equipment or intangible assels subject 1o finance lease agreements are
initially recognised at the lower of the asset's fair value and the present valug of the minimum lease payments. The
corresponding liabdities are initially recognized at the Inception of the lease and are measured as the sum of the minimum
l=ase payments dus in terms of the lease agreement, discounted for the effect of interest. In discounting the lease payments,
the municipality uses the interest rate that sxactly discounts the lease payments and unguarantesd residual value to the fair
value of the assel plus any direct costs incured

Subgequent 1o indial recognifion, the leased assets are accounted for in accordance with the stated accounting policies
applicable 1o property, plant, equipment or intangibles, The lease Fability is reduced by the lease payments, which are allocated
between the lease finance cost and the capifal repayment using the effective interest rate method. Lease finance cosls ane
expensed when mcurred. The accounting policies relating to derecognition of financial instruments are applied to lease
payables. The lease asset is depreciated over the shoser of the asset's useful e or the lease term.,

Cperating leases are those leages that do not fall within the scope of the above definition. Dperating lease rentals are accrued
on & straight-ling bagis over the term of the relevant lease

Ciperating leases - lessee

Cperating lease paymenis are recognised as an expense on a stralght-line basis over the lease term. The difference babween
the amounts recognised as an expense and the contractual payments are recognised as an operating lease assel o liability

1.18 Revenue from exchange transactions

Revenue is the gross inflow of economic benefits or service polential during the reporting period whan thosa inflows result in an
increass n net assate, other than increases relating o contributions from owners

An exchange frangaction is one in which the municipality réceives assels or services, or has liabilties extinguished, and directly
gives approximalely equal value {primarily in the form of goods, services or use of assels) fo the other parly in exchange.

Fair value is the amount for which an assel could be exchanged, or a liability settled, between knowledgeable, willing parties in
an arm's lengih transaction

Measurement

Rewvenue i measured at the falr value of the consideration receivad or recaivabla, net of trade discounts and volume rehates.
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1.16 Revenue from exchange trangactions [continued)
Sale of goods

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

=  the municipality has tfransferred to the purchaser the significant risks and rewards of ownership of the goods;

»  the municipality retains neither continuing manageral imvolvement fo the degrae wsueally associated with
cemarship nor effective contral ower the goods sold,

#  the amount of revenue can be measured reliably;

* it is probable that the ecomomic benefits or service potential associated with the transaction wall flow to the
mimicipalily, and

*  fhe costs incurred or 1o be incurred in respect of the fransaction can be measured reliably.

Rendering of services

When the owicome of & transaction imeobving the rendering of services can be estimated rellably, revenue sssociated with
the transaction is recognised by reference to the stage of completion of the transaction af the reporting date. The cwtcome
of 8 Tranur.‘llm can be estimated reliably when ail the following conditions are satisfied:
the amount of ravanue can ba measured ralkably;
* it is probable that the economic benefits or service polential associated with the fransaction will flow to the
manicipasity;
=  the stage of completion of the transaction at the reportng date can be measurad raliably; and
=  ihe costs incurred for the transaction and the cosis o complete the transaction can be measwed raliably,

When services gre performed by an indeterminate number of Bots over & specified fime frame, revenus B recognised on a
straight line basis over the specified time frame unless there is evidence that some other method betier represents the stage of
compdstion. When a specific act is much more significant than any other acis, the recognition of revenue is postponed until the
significant act is execubed.

‘When the outcome of the transaction inwolving the rendenng of services cannot be estimated rekably, revenus is recognised
anly to the estent of the axpenses recognised that ara recoverable.

Interest Income

Revenue anging fram the use by others of municipal assets yieldeng interest shall be recognised when:
* It = probable that the economic benefits or service potential associated with the transaction will flow to the
municipality, and
s  The amount of the revenue can be measured reliably, Interest shall be recognised on a time basis that takes info
accaunt the affective yiald of mberest

Revenue from the recovery of unauthorised, irreguiar, fruiless and wasteful expenditure is based on legislated procedures,
including those sef cul in the Municipal Finance Management Act (Act No.58 of 2003) and is recognised when the recovery
thereof from the responsible councillors or officlals i virually cerfan,

1.17 Rewvenue from non-exchange ransactions

Revenue from non-exchange transactions refers 1o ransaclions where the miunicipality receives revenue from anothar
municipality without direclly giving approximately equal value in exchange, Revenue from non-exchange fransaclions is
generally recognised to the exdent that the related receipt or receivable gualifies for recognition as an assel and there 5 no
obligation o repay the amount.

Grants, transfers and donations

Grante, transfers and donations received or receivable are recognised when the resources that have been transfarred meet tha
criferia for recognition as an assel A& cormesponding BEability is raised fo the extent that the grant, trensfer or donaton ks
conditional. The liability is transferred fo revenue as and when the conddions attached 1o the grant are met. Grants without any
conditions attached are recognised as revenue when the asset is recognised
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1.18 Commitments
A commidment arises when a decigion g made to incur a liability e.g, purchase order, delivery schedules or contract for

construction of infrastructure assels. A commitment becomes a ligbility when the infention to agree to an outfow of resources
outflow of resources becomes a present obligation.

1.19 Employee benafits

Short-term employes benefits

The cost of shori-term employes benefils, (those payable within 12 months afier the senvice is rendered, such as paid vacation
feave and sick leave, bonuses, and non-monetary benefits such as medical care), are racognised in the period in which tha

gsemnvice e rendared and are not discounted.

The expected cost of compensaled abgences is recognised a5 an expense ag the employess render services thal increase
iheir entittement or, in the case of non-accumudabing absences, when the absence oocours.

The expected cost of surplus sharing and bonus payments & recognised as an expense when there is a legal or constructive
abligation 10 rmake such payments as a result of past performance.

Defined contributicn plans

FPayments to defined contribution retirernent benefit plans are charged as an expense a5 they fall due.

Payments made to indusiry-managed {or siate plans) retirement benefit schemes are dealt with as defined contribution plans
whers the Municipality's obligation under the schemes is equivalent to those anging in & defined contribution retirement benefit
plan

The municipaily provides retiremen! benefits to employees and councillors throwgh contributions made 1o designated
ratirernent or pensicn funds,

Other post retirement obligations

The municipalily provides post employment medical care benefile to retired employees complstion of @8 minimum senvice
parncd. The expecied cost, of these benefits is accrued over the life axpectancy of the retired amployeses.

The aciuarnial valuation method used to value liabditses is the Projected Unit Credit Method prescribed by GRAP 25,
Any plan assels am valued al currant market valwe as reguired by GRAP 25,

Long term service awards and accumulated leave days

Long tarm s&rice awards

Employees gualify for additional leave for various period of unintermupted service In accordance with SALGBC conddion of
saneca. The kong term sarvice award measured in accordance with GRAF 25 through an aciuarial valuation,

Accumulated leave days

Accumulated leave benefit accrues to amployeaes unio maxamum of 48 leave days. The benefils are paid in the events of death,
dizabiliy, refrenchment orand refirement. Employees who have leave days in excess of the 48 days for periods, before the
conditions of service came o effect, are measurad in accordance with GRAP 25 through an actuarial valuation.

1.20 Change In accounting policy, accounting estimates and prior period errors

Change in accounting estimane

Change in accounding esbmate is an adjustment of the carnying amouwnt of an asset or a liability, or the amount of the periedic

consumption of an asset, that results from the sesessment of the present sialus of, and expecied fulure benefils and
obligations associated with, assets and liabilities.
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1.20 Change in accounting policy. accounting estimates and prior period errors [continuead)

Changes in accounting estimates result from new information of new developments and, accordingly. are not corrections of
arrors. Any changes io the relevant financial iteme (associated with assets and liabilities) are made prospectively.

Change in accounding policy

Accounting policies are the specific principles, bases, conventions, rules and practices applied by an municipality in preparing
and presenting financlal statements. Any changes to these policies arising from new of amended GRAF standards will be
applied sither refrospeciivaly or prospactively if fransilional provisions exists.

Pridr pericd errars

Prior period errors are omissions from, and migstalements in, the municipality's financial statements for one of more poor
periods ansing from a fallure to uge, or misuse of, reliable nformation that:

{a) was gvailable when financial stalemants for those perigds were authonsed for issue; and

{b) could reasonably be expectad to have been obtamned and taken into account in the preparation and presentation of those
financial siatemeanis. :

Such amors include the effects of mathematical mistakes, misiakes in applying accownbng polices, oversignls or
misinterpretations of facts. and fraud.

A prior period error is comeciad by retrospective reslatemnent. except 1o the extent that i is impraciicable to determine the
perod-spacific or cumulative effect of the error.

When it is impracticable to determine the period-specific effects of an emor on comparatve information for one or more prics
periods presented, the entity shall restate the opening balances of agsets. liabilities and net assets for the earliest peviod 1or
which refrospeciive restatement is practicable (which may be the current period),

When it is imprachicable o determine the cumulalive effect, at the beginning of the current pericd, of an error on all prir
penods, the entity shall restate the comparative information to corect the error prospectively from the earliest dale practicable

1.21 Related parties

Felaled party means parties are considered to be related i one party has the ability o conired the other pary, or exercise
significant influance over the oiher pady in making finandial angd operating decisions, or if the related parly entity and another
entify ane subject to common controd,

Relaled party transaciion is a transfer of resources or obligations between related partes, regardiess of whether a pnce is
charged. Falaied party ransactons exclude fransactions with any other antity thet is a8 related pary solely because of its
aconomic depandence on the reporting entity or the government of which it forms part,

Management s regarded s & related parly and comprises of the Councillors, Executive Mayor, Mayoral Commitias mambsers,
and Executive Managers

Related party fransactions are accounted for in accordance with IPSAS 20

1.22 Budget information

he-annual bedget figures have been prepared in accordance with the GRAP standards, and are consistent with the accounting
policies adopled by the Council for the preparation of these financial statements. The amounts are scheduled as a separala
additional financial statement, called the statement of comparison of budget and actual amounts. Explanatory comments ane
provided in the notes to the annual financial statements.

The annual budget figures included in the financial statements are for the Municipality and these figures are those approved by
i Council 81 the beginning and during the year

1.23 Value added tax

WAT is payable on the accrual basis
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Figures n Rand 2016 2015

Z.  Cash and cash equivalents

Cash and cash equivelenis consist of:

First Mational Bank (Primary Bank Sccount) To24 868 19619073

Investment Accounts 188503 158 218 668 850

Hher cash and cash equivalents 26 252 35 488
205 554 2TT 238 328 411

The municipality had the following bank accounts

Bank statemant balances Cash book balances
30 Jure 2018 30 June 2015 20 June 2074 30 June 2016 30 June 2015 30 June 2014
First Mational Bank - Currem T (36 423 19630 817 46824 905 TOX4BEG 19818073 46824 005

Account number ¢ descriphon

acooun

Summary of investments held

First Mational Bank - Call Account 302 120 208 812

Nedbank Deposit Account 111332 533 179058 v02

Investec Call Account BE BES 433 38 311 536
198 503 156 218 669 BSD

3. Receivables from exchange transactions

Trade debiors 9a71 002 10 433 053

Prowvision for bad debd {4 875403} (6054 028)

4 785 599 4 378 DES

Reconciliation of provision for impairment of trade and other receivables

Cipaning balance & 054 028
Pravissan for mmpaitment

& 054 023
Amounts written off a8 uncollectble .

{1 178 625}
4 8BTS 403 6054 028

Trade debtors
Local Municipalizies -Operations and mainienance conditional grants 4 185 775 4 379 065
‘Wandor debit balancas H29 a24 :

4 795 559 4 275 068

4. Inventories

Consumable siores 245032 420 344
Mainienance materials Z 853 617 T 124 164
Waber 180 065 250 471

3 486 608 T 744 8T8

8. Prepayments

Frepaid expenses 2 B52 5A0 2521 T8

Advanced payment were made o SALGA for 201817 membership fees (2018 R2 320 116 - 2015: R2 521 T18), office rental
pabd In advance (2016; R491 530 - 2015 BD) and avdil sofbware services paid in advance (2015 R 41 333 - 2015 RO
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Figures in Rand 208 2018
6. VAT receivabla
VAT T4 113 IE 330150
WAT |5 receivable on the accrual basis.
T. Property, plant and egquipment
2018 2015
Cost Accumulsted Carrying value Cost Accumulated Carrying valua
depraciation depriciation
and and
atcurmulaied accumulated
impalrmend impairmant
Land 11 861 500 - 11 BE1 500 11 BE1 500 11 861 500
Buikdings B8151838 (18870185) 45281744 B55035T1  (16883725) 43620248
Furniture: and fixtures 12 578 TEB (7 384 143) 5 554 525 13 057 490 B 331 910) & 725 560
Malor vehicles 45 BT0 33T (22020 481) 24B40ASE 4T 244 221 (20020307 2T 223914
Qifice equipment 10 588 8T1 (5 551 435) 5018 238 9 B42 833 {4 158 902) o BEZ 93
IT equipment 12 814 481 {4 85T GTB) 8116 783 10 480 726 (3 255 674) T 236052
Infrastructura 2471495181 (456808 T06) 2 014 686 475 2077 853 T48 (413 030 364) 1 664 814 364
Leased assels SAT2250 (4048 976) 1 325 343 4 815 ab2 (2000 757) 2814835
Total 2640 115116 (515 389 554)2 120 725 562 2 240 670 181 (465 691 635)1 774 978 542

Mo properiy, plant and equipment was pledged as security for liabilities

Reconciliation of property, plant and equipment - 2016

Land

Buildings

Fierniture and fodures
Modor vehicles

Office equipment

IT equipment
Infrastructure

Leased asseats

Reconciliation of property, plant and equipment - 2015

Land

Buildimgs

Fumiture and fixturas
Motar vehicles

Office equipment

IT eguipment
Infrastrucihure

Leased assets

Dpening Additions Dizposals Transfers  Depreciation  Impairment Todal
balance I8
11 881 500 - - - - 11 861
48 520 246 1 888 QBB 858 8T8 {1 %856 4659) - 44 281
G 725 560 328 G4 - - {1 450 585} - o ood
2T 223 914 1 652 280 (e5 950) {3 330 378) 24 340
5682 931 725 836 - {1391 533} ana
7235 052 2357 Ta0 (28 252) . (1 448 TTT) . 8118
1664 814 384 408 575 To4 - (15333381) (41323 110) (2 447 232)2 014 688
2 B14 835 148 211 - (1 636 803) 1325
1774978542 415 BTE 605 (725 212) (14373 482) (52 585659) (2 447 232)2 120 725
Cpening Additions Disposals  Depreciation  Impairment Total
balance loas
11 BE61 500 - - - 11 BE1 500
45 683 G626 4 BEY B11 {113 753) (1815 438) 48 G20 246
5 658 472 1647 945 (32 837) {547 GO0} & 725 580
20 212 700 11458973 (121488} {3013 281) - 27 223 514
3823837 2 507 141 - (548 137) 5682 531
5 135433 2775 388 (26 385) {545 352) : 7 235 052
1 35E 325 724 342 785 248 - {35011 031) (1 255 558) 1 664 B14 384
4 181 530 187 B/ T = (1554 532) 2 B14 535
1464 BB2 972 355 029 352 (294 573) (43 343 651) (1 295 558) 1 774 978 542
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B. Intangible assets
201E 2045
Cost/ Accumulated Carrging valug Cost/ Accumulated  Carrying valug
Valeaban Amortisation Waluation amartisakan
&nd and
sccumulated accumulated
impairrment impairment
Computer software 20 965 654 (5541 060) 15428 504 20 057 081 (1664 B48) 18182 233
Reconciliation of intangible assets - 2016
Dpening Additions  Amortisation Total
balance
Computer software 18 182 233 912 573 {(3E76 212) 15 42B 584
Reconclliation of intangible assets - 2015
Dipaning Additions Disposals  Amodisation Total
balance
Compater softwars 4 584 330 16 528 TO2 {1315080) (1815808) 18192 233
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9, Employes benafit abligations
Defined benefit plan
Post retirement medical aid plan

The municipality provides certain post-retirement medical benefits to qualifying employess’ pensoners. Al post-retirement
medical bensfits are unfunded.

I aocordance with prevailing legislation, the defined benefits funds are actuamally valued ai intervals of not more than b
years, The Projected Unit Credit valuation method is used. The latest valuation was performed as at 30 June 2016 by ZAQ
Consultants and Actuaniss.

The municipality has no legal obligations fo seffle this Bability with any immediale  contribufions or additional once-off
contributions. The municipality imtends to contribute o each defined benefit post-retiremeant medical scheme in accordance with
e Latest recommendations of the actuary to each schema.

The accumulaied defined penefii obfigation in respect of the post-retirement medical contributions are provided, based on

calculations of independent actuaries, using methods and assumplions consistent with GRAP 25 (Employes Banefils) as
Follows!

Movement in the employes health-care liability

Ligbility a5 af 1 Juiy 3 410 000 3 268 000
Benefits paid (321 587) (235 000)
Curmant sarvice cosl - -
Inferes 301 000 282 000
Aciuarial losses (gains) 451 587 84 000

3 881 000 3410 000

Current portion of ability ar2 ood a1 000
Non-current portion of liabidity 3 509 000 3108 000

3 881 000 3 410 000

Amounts recognised in the annual financial statemeonts
Curent servica cosi - -
Inierest cost 301 000 282 000

Past service cost ' =
Aciuarial losses! (gaing) 491 587 99 000

T2 58T 381 000
Sensitivity analysis

Az menfioned in the infroduction of this report, the valuation s only an eshmate of the cost of providing post-employment
medical sid benefits. The aciual cost to the Municipality will be dependent on aciual future levels of assumed variablas,

In orger o illustrate the sensitivity of our resulls to changes in ceriain key variables, we have recalculated the Eabilities using
the following assumptsans:

-20% mcreaseldecreass in the assumed level of mortality;
-1% increaseidecrease in the Medical aid inflation.

Mortality rats
Deviations from the assumed level of morality experience of the curent emplovees and the continuafion members

ipensioners) will have & large impact on the actual cost 1o the Municipality, If the actual rates of morality turns out higher than
the rabes assumed in the valuation basis, the cost to the Municipality in the form of subsidies will reduce and vice varsa.

27



Capricorn District Municipality

Annizal Financlal Statemenis for the yvear ended 30 June 2016
Notes to the Annual Financial Statements

Figures in Rand

2018 2018

3, Employes benefit obligations (conbinued)

We have illusirated the effact of higher and lower martality rates by increasing and decreasing the mortality rates by 20%. The

effect is as follows:

-20%: Modality  Valuation  +20% Morfality

rahe Assumplion rate
Total Accneed Liabdlity 4 2d4 D00 3 881 000 3 588 D00
interast Cost 408 D00 a72 000 344 000
Sarice Cosl - - -
4 552 D00 4 253 000 3542 000

Medical aid inflation

The cost of the subsidy after retirarmant is depandent on the increase in the coninbutions 1o the medical aid scheme before and
after retirernent, The rate at which these confributions increase will thus heve a direct effect on the liability of future retireas.

Wie hanve besled the effect of & 1% p.&. change in the medical aid inflation assumption. The affact is as follows:

1% Medical ald  Valuation  +1% Medical
inflation Assumption  aid inflafion
Total Accrued Lability 3 510 000 3 881 000 4 32F 000
Imenest Cost 335 000 372 000 416 000
Sendice Cost i > 2
3 B45 000 4 253 000 4 738 000
Actuarial Loss/{Gain)
The combined Accreed Liakbdlity in respect of Post-employment medical aid liability is buitt-up as folbows:
Current 1 Yaar 2 Years 3 Yeaars

Valuation dale Following the Following the  Following 1he
30 June 2016 Valuation Date Valuation Date Valuation Date

PY of the obligation as at the provicus valuation date 2410 000 3 Ba1 000 3 578 000 4 072000
Current Service Cosl - - - -
Imterest Cogt 301 00 372 000 381 000 380 000
Benefits Paid (321 58T) (275 000) (267 000) (284 00O0)
Actuarial Loss / (Gain) 491 587 . . E
3 881 000 3 878 000 4 0T2 000 4 168 000
Meambership Data
According o the information provided, the number of members enttled to receive postemployment medical aid subsidies from
the Municipalily were!
Category 30-0B-2016  30-0B-2015
Valuation Valuation
Current (In Service) Membears -
Continuation Members (Fensioners) =1 B
] -]

Accrued Contractual Liabllity

The figures bedow reflect the total value of the accrued contractual liabilty of the Municipality in respect of post-employment

medical aid benefiis offered to employees:
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8. Em benafit obligations (continued)

-:atagaurrm e 30-06-2016  30-08-2015
Waluation Valuation

Currant {In Service) Members : :

Continuation Members (Pensionars) 3 Ba1 000 3 881 000

3 881 000 3 881 000

Interest and Service Costs

Category 30-08- 30-06-2015
2016Valuation Valuation To
To be used in be used in the
the 30 June 30 June 2016
2017 Actuarial  Actuarial
Loss/{Gain) Loss/(Gain)
calculation  calculation
Intarest Cost 372 000 301 000
Current Senvice Cost 3 X

372 000 301 000

Valuation Method

The Projected Unit Credd funding method has been used to determine the past-service liabdibes at the valuation date and the
projected annual expense in the year following the valuation date.

Post-employment Medical Ald Liabilities

The expected value of sach emploves and their spouse’s fulure medical aid subsidies is projected by allowing for future
medical inflation. The calculated values are then discounted at the assumed discount interest raie 1o the present dale of
valuation (calcudation). We also allowed for monaiity, retirements and withdrawals from service as set out below. The accrued
Hability iz determined on the basis that each employee's medical aid benefit accrues uniformly over the working life of an
employes up until retirement Further # is assumed that the current policy for awarding medical aid subsidies remains
unchanged in the future. We assumed that 100% of all active members on medical aid will remain on medical aid once they
refire. We also assumed that all active members will remain on the same medical aid option af retirement.

Valuation of Assets

As af the valualion dele, the medical aid liability of the Municipality was unfunded, i.e. no dedicated assels hawe bean sel aside
io meet this liabiliny. We therafore did not consider any assets as part of our valuation.

Valuation Assumptions

In estimating the Eablity for post-employment medical aid benefits a numier of assumptions are required. GRAP 25 places the
responsinllity on management o set these sssumptions, 85 guided by the principles sat out in GRAP 25 and m discussion with
the actuary

APN 301 states that the assumptions should be realistic and mulually compatible, The diference between the assumptions
drives the valuation and i I3 wery important to monior how this difference changes from one valuation to the next. The most
redevant actuarial assumpiions used in this valuation are discussed balow.

Financial Wariables

The bwe most important financlal vanebles used in our valuation are the discount- and medical aid inflation raies. We have
assumed the following values for these variables:
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8. Employes benefit obligations (continued)
Financial Variable Assumed Assumed
Value 30-06- Value 30-D6-
2018 (Current 2015
Valuation)  (Preceding

Valuation]
Discount Rate Yield Curve  Yield Curve
CP {Consumer Price Inflation) Differandce Difference
betwesn betwean

nominal and  nominal and
yield curves  yeeld Curves

Medical &id Contnbution Infiatan [CPI+15% ill?PI*‘l‘i"p
MNeat Effactive Discount Rate Yiehd curve Yield curve

based** based®*
Dizcount Rate

GRAP 25 defines the getermanation of the Discount rate assumption to be used &6 follows:

"The discount rate that reflects the fime value of money is best approximated by reference 1o market yiebds al the reporting dale
on government bonds. \Where there is no deep markat in government bonds with a sufficiently long maturity to match the
estimated maturity of all the benefit payments, an enfity uses current markel rates of the appropriate term fo discount shorer
term payments, and estimates the discount rate for flonger maifurities by extrapolating current market rates along the yield
cune,”

*Siatement of Financial Position (hesein referred (o as the "balance sheel’)

We used the nominal and real zero curves % at 30 June 2016 supplied by the JEE to determine our discount rates and CPI
asgumptions at each ralevant tirme paricod

Medical Aid Inflation

Thie Medical Aid Coniribution Inflation rate was set with reference to the past relationship between the (vield curve based)
Digcount Rate for each relevant time pericd and the (yisld curve based) Medical Ald Coniribution Infiation for each relevant
time pariod.

South Afrca has experienced high health care cost inflation in recent years. The annualised compound rates of increase for the
last ten vears show that registered medical aid schemes confribution inflation outsiripped general CPI by almost 3% vear on
year. We do not consider these incréases to be sustainable and have assumed that medical aid coniribution increases woulkd
outstrip general infiation by 1% per annum over the foregeeable future

Average Retirement Age

The average retirement age for all aclive emplovees was assumed fo be 58 years. Thiz assumption implicifly allows for ill-
health and early retiremenis.

Normal Retirement Age

The normal relirement age (NRA} for all active emplovess was assumed to be 85 years.

Mortality Rates

fortality before refirement has been based on the 54 B5-80 mortality tables. These are the most commanly used tablas in the
industry. Mortality post-amployment (for pensioners) has been based on the PA (90} ullimate mortality tables, Mo expBoil
assurmplion was made aboul addiional mortality or health care cosis due to AIDS

Spouses and Dependants

Wie assumed nat the manial stabes of members who are GIJFI'EI‘I‘III'g,I married will remain the samea up o reterermant. |t was also

assumad that 90% of all single employess would be marmed at retiremant with no degendent children, Where necessary it was
assumed thal female spouses would be five years younger than thelr male spouses at retirerment and vice versa.
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8. Employes benefit obligations (continued)

Long service award

The municipality provides long-sendice awards to its parmanent employess

The benefil of long-service awards is provided in the form of annual leave and a gift 1o & certain monetary value.

in accordance with prevailing legistation, the defined benefits funds are actuarially valued at intervals of not more than two
years. The Projectad Unit Credit valuation method is used. The latest valuation was performed as at 30 June 2016 by ZAQ
Consultants and Acluanes,

The municipality has no legal obligations o sette this Eability with any immediate contributions or additional once-off
contributions.

The accurmulated defined benefit obligation in respect of the long-senice awards are provided, based on calculations of
independent aciuaries, using methods and assumplions congisient with GRAP 25 (Employes Banefils) as follows:

Movement in the long-service award Hability

Liabdity as ai 1 July 8 7658 000 9 331 000
Banefits paid (2 254 486) (1 522 T4}
Current service cost 578 000 927 000
Inlerest BET 000 743 000
Actusrial losses {gains) 805 458 284 T04

10 265 000 8 Te8 000

Current porficn of liabéty 2 043 000 1 845 000
Mon-current poricn of labiliy & 222 000 7 @4 000

10 265 000 9 TES 000

Expense recognised in Statement of Financial Performance

Cumrent senvice cost ayg ooo Q927 000
Interest cost 8E7T 000 748 000
Fast semnvice cost - -
Actuarial bosses! (gains) £23 000 284 T04

2 368 000 1 860 T04

Changes in the value of obligation Currant 1 Year 2 Yaars 3 Years
Waluation date  following the  following the  following the
30 June 2016 Valuation Date Yaluation Date Valuation Date

Liability recognized in the balance sheet STER0DD 1025000 11217000 11522758
Curmrent service cost FTH 000 1 (B4 000 1113887 1170838
Interest cost 257 000 Q79 oo 1075774 1126 042
Benefits paid {2 254 466) (1001 000) (1884000 (1 540 000)
Scturial Loss! (Gain) G905 466 - - -

10265000 11297000 11622758 12 279 E38

Membership data

According to the information provided, the number of memebrs enfitled o receive long senvice leave awards from the
municipality wers,
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8. Employes benefit obligations [sontinused)

Gender Mumber of Salary Wisighted
acthe weighied average past
employees  average age  senvice [Years)
{Years)
Male 3440 45 34 12,85
Fermale 235 4, TE 10,45

Long Service Awards Liabilities

Category 30-08-2016  30-06-2015
aluation Waluation
Apcrued labifty 10 265 000 6 769 000

Interest and service costs

Category 20-08-2016  30-06-2015 Column Coburmin LT
Valuation, To  Valuation. To heading heading heading
be used in the be used in the
A0 June 2017 30 -June 2016

Actuarial Actuarial
Logsl{Gam)  Losa/Gain)
cabculation calculation

Imterest cos 878 000 BET 000
Current senvice cost 1 DE4 000 878 000 -
2 043 000 1 845 000 - - :

Valuation Method

The Projected Unit Credit funding method has been used io delerming the pasi-service liabilities at the valuafion date and the
projecied annual expense in the year following the valuation date

Long Service Awards Liabilities

Long senice benefits are awarded in the form of a-number of leave days awarded once an empkoyves has compleled a cenan
number of years in senvice. We have converted the awarded leave days to a percentage of annual salary by assuming there
are 250 working days per year. The expected value of sach employes's long service award is projected to the next intenval by
allowing for future salary growih. The fable below containg a summary of the benefit policy
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8. Employes benefit obligations [continued)

Completed Years of Service Total Long  Fosmula used
service Benefit 1o calculate
Award (% of  Total Long
Annual Salary) Service Benefil
Award
o 4% (100250 Annu
al Salary
15 B (205250 Annu
al Salary
20,25,30,35 40, and 45 12% (302507 Annu
al Salary

The calculated award values are then discounied at the assumed discount interest rate 1o the date of calculatson. We also
allowed for morality, retirements and withdrawals from service as set out in the next section of this repor.

The acorued liabdity s determined on the basis that each employee's long service benefit accrues uniformly over the working
lifa of an employes up 1o the end of the interval at which the benefit becomes payable. Further i is assumed that the current
policy for awarding long service awards remains unchanged in the future

Valuation of Assets

Az al the valuation date, the long senice leave award Eability of the Municipality was unfunded, e no dedicated assels have
been 581 aside to meet this Eability. We therefore did not value any assels as part of our valuation,

In estimating the kabilty for long service leave benefits 8 number of assumptions are required GRAP 25 places the
respansibility on management to sei these assumptions, as guided by the principhes set out in GRAP 25 and in discussion with
the actuary,

The assumptions should be reafistic and mulually compatible. The difference between the assumptions drives the valuation
and it is very imporant to monitor how this difference changes from one valuabion to the next. The most relevant aciuarial
assumptions used in this valuation are discussad balow.

Financial Variabies

The two most iImperant financial vanables used in our valuation are the discount rate and salary infiation. We have assumed
the fallowing values for these variables:
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8. Emploves benefit obligations [continued)

Financial Variable Aesumed Assumed
Value 30-06- Walue al 30-06-
2018 (Current 2015
Waluation} [Freceding

‘Yaluation)
Discount Rate Yield Curve  Yield Curve
CPl iConsumer Price Inflation) Difference Difference

betwaen between

nominal and  nominal and
real yield cunve real yiehd curve

Mormal Salary Increase Rate Equal ta Equal to
CPI+1% CP+1%
ket Effective Discount Rate Yield Curve  Yield Curve
Based* Based**
Discount Rate

GRAP 25 defines the determination of the Discount rate assumpton 1o be used as follows:

*The discount raie that reflects the Hme value of money is best approximated by referance to market yields at the reporting date
on govemment bongs. VWhere there is no deep market in government bonds with a sufficiently long maturity to match the
astimated maturity of all the benefit payments, an entity uses current market rates of the appropriate term o discount shorber
term payments, and estimales the discount rate for longer maturities by exirapolating curment market rates along the yiedd
cunve.”

“Staterment of Financial Posifion (herein refarred to as the "balance sheal”)

We use the nominal and real zero curves as at 30 June 2016 supplied by the JSE to determine our discounted rates and CPI
sgsumplions at each relevant time pericd, For example, & liability which pays out in 1 vear will be discounted at a different rate
than a liability which pays out in 30 years. Previously only one discouni rate was used to value all the Eabilities

** The Met Effective Discount Rate is different for each relevant time peniod of the yield cunves’ vanous durations and therafore
ihe Met Effactve Discount Rale s based on the relatonship between the (yield curve based) Discount Rate for each relevant
fime perod and the (yield curve based) Satary Inflation for each relevant time period.

Normal Salary Inflation Rata

We have derived the underying fulure rate of consumer price index Inflation (CPI inflation} from the relationship bebween the
[vield curve based) Conveniional Bond Rale for each relevant time period and the (yield curve based) Inflation-linked Bond rate
for gach refevant time period. Our assumed rafe of salary inflation was set as the assumed value of CPI plus 1%. The salares
used In the veluation include an assumed increass on 01 July 2018 of 6%. The next salary mcorease was assumed to take
place on 01 July 2017.

In agdition to the normal salany inflation rate, we assumed the following promotional salary mcreases:

Promodional Salary Incresse Rates
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9. Employee benefit obligations (continued]

Age band Promotional
Increase
20-24 5 0%
25-29 4 %
an-34 3%
AR-39 2%
4744 1 %
45 and ower - %
15 %%

Average Retirement Age

The average retirement age for all active employees was assumed to be 58 years. This assumplion implicitly allows for ill-
mealth and eardy retiramants.

Mormal Retiremeant Age
The normal retirerment age (MRA) for all active employees was assumed 1o be 85 years.
Mortadity Rates

Mortality before retirament has been based on the SA B5-90 mortality tables. These are the most commaonty used tables in the
industry.

Withdrawal Decremants

4 fable sefling out the assumed rates of withdrawal from sendics 5 S oul el

Age Band Withdrawal  Withdrawal
Rate Males Rate Females
20-24 16 % 24 %
25.-249 12 % 18 %
30- 34 10 % 15 %
35 .40 B% 10 %
A0 - 44 5 9% & %
4% - 48 4 % 4 %
50 - 54 2% 2%
55 - 58 1% 1%
a0 + - O - 0
59 % BO %
Membership Data

Thee information below s besed on the membership data received from tha Municipality.

Eligible male employees
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%  Employes benefit abligations (continued)

Age band Mumber of Average Salary Average
employees annual salary  weighted accrued
average past liability

BEMVICE
{fears)
20- 29 s br) 221 820 2.5 5478
30 - 35 T2 288 428 5.26 18 443
40 - 45 a5 275 T3 12.37 28 B29
50 - 59 125 104 053 22,3 11 BBS
80+ 3 158 068 2475 .
340 1140011 65 645
Eligible female employeas
Age band Number of Average Salary Average

employees annual $alary  weighted accrued
average past liability

SEMVICE

(Years)
20-28 11 210 547 243 2814
a0 -39 19 283 831 .01 18 858
Al - 45 & 284 480 10.74 0 354
60 - 5O 52 188 089 23 11 743
B0+ B 148 336 2415 -
158 1114 333 B3 969

Total eligible employees
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8. Employee benefit obligations (continued)

Age band Humber of Average Salary Average
employees annual salary  weighted accrued
average past liability
service
(Years)
&0 =28 2B 297 411 248 4 471
30-38 1M 285 TET 5,69 18 741
40 - 49 161 278 318 11,62 30 Oa4
&0 - 58 177 192 356 2251 11 850
&0+ 39 187 072 24 83 -
576 1131924 65 106
Interest Cost

The Inmerest Cost represents the accrual of interest on the Accrued Defined Banafit Obligation, aliowing for benefit payments,
onier the comesponding vear. This arises because the long senice benefits are one year closer o payment. This item should be
accounted for in the Statement of profit or loss and other comprehensive income (herein after referred to as the "income
statarnent”] acconding 1o GRAP 28,

Current Service Cost

The Current Service Cost reflects the additional Eability that i expected o accrue in respect of in service MemBers’ Senice
over the cormespanding year. This item should ba accounted for in the income statement according to GRAP 26

Sensitivity Analysis
As mentioned i the mfroduction of this report, the valuation s only &n estimate of the cost of providing Long senice eave

award benefits, The aciual cost to the Municipality will be dependent on actual future levels of assumed variables and the
demographic profile of the membership.

in order to lllustrate the sensitivity of cur résulls to changes in cerain key variables, we have recalculated ihe liabiies using
the following assumptions

-20% Increase/decregse in the assumed laval of withdrawal rates;
-T% Increase/decrease In the Mormal Salary cost inflation

Withdrawal rate

Deviations from the assumed level of withdrawal experience of the aligible emplovess will have a large impact on the actual
cosl to the Municipality. If the actual rates of withdrawal furns oul to be higher than the rales assumed in the valuation basis,
then the cost to the Municigality in the form of benefits will reduce and vice versa

We have lllustrated the effect of higher and lower withdrawal rates by increasing and decreaging the withdrawal rates by 209,
The efiect is as follows:
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%, Employee benefit obligations (continued)

-20% Valuation +20%
Withdrawal Assumption Withdrawal
rate rate
Total Accrued Liability 10 922 000 10 2685 000 9879 000
Currant Senice Cost 1174 000 1 084 000 870 000
Infenes] Cost 1 050 000 O7a 000 BT 000

13146000 12308000 11 566 000

Normal salary inflation

The cost of the long service awards is dependent on the increase in the annual salaries paid to employees. The rale at which
salaries increase will thus have a direct effect on the llability of future employees

We have tested the effect of a 1% p.a. change in the Mormal Salary infiation assumption, The effect is as follows:

1% Mormal  Valuation  +1% Mormal
salary Assumplion salary

inflation inflation
Total Accrued Liability 9542 000 10 265 000 10 845 00D
Cumrant Servics Cost 9E1 000 1 064 000 1 158 000
Imerest Cost 913 000 o7 000 1051 000

11536000 12308000 13152 000

Long-term leava

The municipality, in recognition of services randerad, granis emplovees 24 working days leave per year.

Thiz leave is cumulative up to a lmit of 48 working days,

There is no discounting applied to the calculation of the provision and the amount 5 balged on the estimated 1 July salaries
afier alipwing for an estimaled salary increase. The provision & split bebween that which is expecied to be taken within 12
manths of the valuation date and that which will be faken after the 12 months,

Movemeant in the leave provision

Liability 2% af 1 July 18244713 15950620
Annual leave forfeited - r
Met accrued lsave days aver ihe yaar gr2 o3 2 284 093

18916744 18244713
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8. Employes bensafit obligations (continued)

Current portion of lability 1 228 828 1108 577
Maon-current portion of liability 1T 88T 81T 17135136

18816743 18244 T13

Leave Days Provisional Liakilities

There is no standard acturial formula that prescribes the way in which the accrued leave days balance should be brokan down
betwesen shor term and long-term companers. We recommend that the municipalty follow an approach that is consistent
with its past experience

Mo disconfining is applied to the calculation of the annual leave provisions. The keave provision is based on the estimated 1
July 2018 salares afefr allowing for an estimated salary increase of 6%, The provision iz split between that which is expectad
to be taken within 12 months of the valuation dale (short-term portion) and that which will be taken after 30 June 2017 {long-
term partion)

i order to calculate the short term and long-lerm componentso the accued leave days provigional Kability we assumed that;

1. Emplovees reaching the expecied retirement age of 83 (2015 B3) over the coming year would cash-in their accrued keave
balances in full;

2. Employess resigning from service would cashein their accrued keave days balances in full;

3. Other employees remaining in service would fake their full 24 leave days in the coming year.

We gssume that all employese will ake up leave to avoid forfeiture of leave days Employees that resign or netire over the
coming will have their leave balance cashed on resignation’ refirement. We assumed 250 working days per year for the
purpases of calculating the value of the accrued benefil The curmend porion of the accrued leave also takes Into accound
withdrawals from service over the next 12 months according 1o the 1able below,

Withdrawal decrements

Age band Withedrawal Withdrawal
Rate Males Rate Females
20-24 16 % 24 5
25-24 12 % 18 %
a30-24 10 % 15 %
35-340 B % 10 %
4044 8 % 8 %
45-49 4 5 4 %
60-54 2% 2%
55-54 1% 1%
50+ = Yo - %
58 % BO %
Mambership data

The information below is based on the membership deta receed from the mumicipality,

HAccording to the information provided, the number of members aniitled to receive leave days from the municipality were:
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8. Employes bensfit obligations (continued)
Gender Wumer of Salary Average
aclive weighted  Annual Salary
employess  average age
[Years)
Male 335 45 34 226
Female 228 40,76 258
63 485
10. Payables from exchange transactions
Trade Creditors 144 OTB BBT  THEIGOTS
Retention Creditors 71688634 52033 862
Orther Creditors Ta1 6389 186 557
216 455 160 125 056 394
The fair value of trade and oifver payablés approoemales Ihelr CamIng amaounis,
11, Provisions
Reconciliation of provisions - 2018
Dpeaning Acditions - LHiksed durinmg Total
Balance the year
Prowvision for bonuses B 444 277 7 150 837 (B 444 277) 7 180 537
Provision 13th chague 3 685 342 4 080 078 {3 450 T03) 4295 T2
Provision for laave 18 244 713 1 045 454 (377 424) 18916743
Post-employmeni medical benefits 3410 000 T72 000 (238 704) 3245 2068
Long-senice award g 785 000 1821238 (1425 238) 10 265000
41 553332 14973306 (11953440) 44573198
Recongiliation of provisions - 2015
Cipening Additions UHifised during Todal
Balance e year
Parlormance bonus 5 BOO 000 6 451 065 {5 345 TBA) G 444 277
13th Cheque 3411 338 g 743 452 (9 458 455) 3 685 342
Provision for leave 15 950 G20 2 254 (3 - 18244 T13
Post-employment medical 32688 000 381 000 (238 000 3410 000
Long-sanvice awards 3 331 000 1 960 704 (1 522 T04) 9 760 000
ITTE0 958 208T0324 (1T OTTH51) 49 553 332
Man-current liabilibes 20 T1g 817 28 168138
Curren] liabilitizs 14 A53 381 13 385196
44 573198 41 553 332
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12. Unspent conditional grants and receipts
Unspent conditional grants and receipts comprises of:

Unspent conditional grants and receipts
Finance management grant {FRGE)
Municipal Infrasiruciure Grant{MIG)
Municipal Water Infrastructure grantiMWIG)
EEDG

Rural Trangpor Infrastructure Grant{RHIG)

Municipal infrastructure grant (MIG)
Balance unspant at beginning of yeaar
Funds returned io Treasury

Cumant wear recaipts

Conditions met - iransfarred 1o revenue
Transfarmed 0 detler

Finance management grant (FMG)
Balance unspent at baginning of year
Funds returned to Treasurny

Current year recsipts

Conditions met - ransferred to revenue

Water services operating grant (WS0G)
Balance unspeni at beginning of year
Funds returned to Treasury

Current year receipis

Conditions maet - transfemsd 1o revence

Municipal Systems Improvement Grant (MSIG)
Balance unspent at beginning of year

Funds refurned fo Treasury

Current year receipls

Conditions met - transfered to revanus

Expanded Public Works Programmae Integrated Grant for Municipalities (EPWP)

Balance unspent al baginning of year
Fumds redurnied 1o Treasuny

Currant yoar recespls

Conditions med - fransferred to revenue

Municipal Water Infrastructure Grant (MWIG)
Balance unspent at beginning of year

Funds retwmed to Treagury

Current year receipts

Conditions met - transferrad to revenue

121 08& .
= 7 000 000
T 449 016 -
= 0e4 054
4 84T 4 500 000

T 575 001 12 494 094

7000000 93614 151
- (B4 167 050}

250 BBE 000 259 059 000
(333 314 788) (281 506 101
66 348 786 -

T 000 000

517 072

1 250 000 1 250 000
(1128912) (1 767 O72)

121 0BA -

7 990 B41

: (500 000}
35000000 25000 000
(35000 000) (32 499 B41)

D40 000 B34 000
{840 000) {934 000

107 511
. (40 BaT)

1821 000 1 084 000
(1027 000) (2030874

58308000 27 378000
(50 B5E GE4] (27 379 000)

7 448 016 .
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12. Unspent conditional grants and receipts [continued)

EEDG

Balance wnspent & beginning of year God OB

Funds returned to Treasury - .

Current year receipts . & 000 000

Conditions met - transferred fo revenue (994 004) (3 005 906)
- 954 094

Rurai household Infrastructure grant (RHIG)

Balance unspent at beginning of year 4 500 000 3 706 529

Funds returmed 1o Treasury - -

Current year recelpis 4 500 000 4 500 000

Conditions met - fransfarmed {0 revenue (B995103) (3 706 528)

4 887 4 500 001

Rural transport services infrastructure grant [(RTSIG)

Balance unspent al beginning of year . -
Funds redurned 1o Treasury . -
Current year receipts 2190 000 2 184 000
Conditions met - fransferred to revenua (2190 000) (2 184 000)

13. Finance lease obligation

Minimum lease payments due

= withif one year 1432235 1 EB47 804
- i gecond to fifth year inclusive B3 538 1366 722

1515774 3234 526
less: fulure finance charges (B8 1459) (249 171)
Present value of minimum lease payments 1 449 625 2 985 3155

Present value of minimum leasse paymants due
- withan oneé year 1370 528 1651 511
- In second to fifin year inclusve T8 0av 1533 844

1448 625 2 B85 355

Man-current labdibes Ta 08T 1333 844
Current Habilfties 1 370 528 1681 511

1449 625 2 985 355

14. Operating lease assat (accrual)

Currant liabilities (253 TBT)
(253 T&T) -

Future lease paymeanis undas ndn- cancellable operating bease:
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14, Operating lease asset (accrual) (continued)
Rental of office bulldings
Payable within one year 3 5E3 58T
Payable within two to five years 3998 623
Payabie within more that five years =
7 562 180 -

Minimum lesse payments recognised in staternent of financial performance,
Rental of bulldings 2 803 0ao 3 5E1 A2
16. Consumer debtors
Gross balances
Water and sanitation 168 181 768 123 BT74 481
Less: Allowance for impairment
Water and sanifation (120 487 651) (B3 2B3 458}
MNet balance
Waler and saniation 45684117 40590883
Water and sanitation
Current (0 -30 days) 5 206 087 15274 735
31 - 60 days 4424 194 B 518 506
61 - B0 days 3 TES ET4 18 797 TR2
81- 120 days 3M3em -
121 - 365 days 28 384 481 -

45 894 117 40 590 993
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15, Ceonsumer debtors (continued)
summary of debtors by customer classification
Consumers
Cuwrrent {0 -30 days) 4 260 220 -
31 - 60 days 4 703 522
&1 - 90 days 4 414 458
81 - 120 days 4 280 754 =
121 - 365 days 102 427 027 =
120 088 081
Less Allowance for impairment (899 100 74T)
20 985 314
Industrial! commercial
Current (0 -30 days) 656 302 -
31 - B0 days 483 A58 -
B1 - 80 days 350 342
91 - 120 days 503 625
121 - 365 days 12 425 418
14 420 545 -
Less: Allowanca for impairment (11 983 654)
2 465 D47 -
National and provincial government
Current {0 -30 days) B21 266 -
31 - &0 days 298 050
61 - 80 days 378 476
81 - 120 days BBE T23
121 - 385 days 10 668 342
22 242 857
Total
Currant (0 -30 days) 6 73T V&7 15 274 735
31 - G0 days 5485 531 B 518 506
61 - 90 days 5153 316 18 747 752
81 - 120 days 5671143 -
121 - 385 days 134 710 788 -
166 758 563 40 50 203
Less: Albswance for impairment {111 DG4 448 |
45 694 117 40 590 583
Less: Allowance for impairment
Current (0 -30 days) (531 T00)
31 - 60 days {1 DE1 337)
g1 - 90 days {1 38T 542)
g1 - 120 davs {1 75T 471) -
121 - 365 days (115749 501) (83 283 498)
(120 487 651) (83 283 498)




Capricorn District Municipality
Annual Financial Statemants for the year ended 30 Juna 2018

Notes to the Annual Financial Statements

Flgures in Rand 2018 2015
15. Consumer debtors (continusd)
Reconciliation of allowance for impairment
Balance at beginning of the year (B3 283 488} (B2 510 BaG)
Contributions io allowance (33 TH2 458) (19 438 520)
WAT on impairmment {3411 695) (1334 082)
{120 487 B51) (B3 2B3 438)
16. Revenue
Semvice charges 5B 284 250 44298 715
Othar income 1184177 1230331
Interest received - external investment 23255348 21 439028
interest earned -outstanding receivables 1776 B58 9 808 548
Chher income - 3871018
Government grants & subsidies T3 052 ETE  BES 382 336
05T 536 312 965 930 584
The amount included in revenue arising from exchanges of goods or services
are as follows:
Senvice charges 5E B4 280 44 200 T35
Ortinar income 1164 177 1230 3
Inferast racaived - éxtamal mesiment 23258349 21435022
Interest eamed -outsianding recewvables 1776658 8808 548
B4 483434  TEETT B42
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1E. Revenue (continued)

The amount included in revenue arising from non-exchange trangactions is as

fallows:

Crher iIncome - 36T 016
Transfer revénue

Gavernmen! grants & subsidies B73 052 B73 885382 336

B73 052878 8808053 352

Included within Government Grants and Subsidies are the followlng:

Equitable Share _ _ _ _
In terms af the Constitution, this grant is an unconditional grant. In terms of the Constitution, this allocation s to provide for an
equitable sharing of MNational Revenue. It is primarily for the provision of basic services.

MIG

MIG is a conditional grant with a purpose to assist municipalities to build in-house capacity to perform thedr functions and
stabilise institutional and governance systems as required in the Municipal Systems Act and redated legisiation, polickes and the
local government turnaround etrategy.

Expanded Public Works Programme Integrated Grant for Municipalities (EPWP)
To incentivise municipalities 1o expand work cregtion efforts through the use of labour intensive delivery methods in identified
focus areas, in compliance with the Expandged Public Works Programme guidelines.

Municipal Systems Improvement Grant [MSIG)
T assist municipalities buld in-house capacity to perform their functions and stabilise instibulanal and govemance Systems a8
required in the Municipal Sysiems Act and related legislation, policies and the local government tumaround strategy,

Water Services Operating Subsidy Grant (WS0G)
To subsidise and build capacity in waler schemes owned andior operated by the Department of Water Affairs or by other
agencies on behalf of the department and frangfer these schemes to local government.

Local Government Financial Management Grant (LGFMG)
To promote and suppor reforms in financial management by buiding capacily in municipalities to implement the Municipal
Finance Management Al

Rural transport services infrastructure grant (RTSIG)
To agsis) neral district municipalitees 1o 521 wp rural Road Asset Management Systems, and collect road and traffic data in lime
with the Road Infrastructure Strategic Framework for South Africa.

Municipal Water Infrastructure Grant [(MWIG)
To asssl Water Services Authorities (WEAS) 1o provide water supply services to consumers cumently without senices,
panticularty those in rural areas.

Energy Efficiency and Demand Side Management Grant ([EEDG)
To provide subsidies 1o municipaliies to mplement Energy Efficiency and Demand Side Management indiafives within
municipal infrasiructurg, in order 1o reduce eleciricily consumplion and improve energy efficiency.

Rural Household Infrastructure Grant (RHIG]

To provide specific capital funding for the reducton of rural sandation backlogs and fo largel exsting househalds where bulk-
dependant sarvicas ane not viabie,
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17. Employee related costs

Basic 148 137 351 124 444 375
Bonus B 937 654 4 380 D45
Medical aid - company coniributions 45968 331 34 T41 825
Crher employes related benefits 2815 268 1 &B4 883
Travel, molar car, accommodation, subsisience and other allowances 17 462 639 17028 619
Dvertime payments 16014 832 12 853 070
Housing benefils and allowances 2 344 565 2103 285

241 TA0 640 209 234 318

Other employee related costs includes

Employes assiztant programme 27376 1812 641
Linigin Affiliations &1 @os 44 348
Special Allowance 454 GHZ L85 133

3 256 423 1842 122

Remunaration of Municipal Manager

Annual Remuneration - 1121 979
Car Allowance and ather allowances 00 431 220875
Perdormance Bonuses 5 B3 454
Contributions to UIF, Medical and Pension Funds - 2492 114

90@ 431 1698 426

The Municipal Manager resigned Juna 2015, and the posilion is still vacant. The amount pasd in 2018 financial year relates 1o
acting allowances.

Remuneration of Chief Finance Officer

Annual Remunasatan - TES 045
Car Allowance and ather allowances 401 053 172 008

Performance Bonuses TH BEG 50623
Confributions to UIF, Medical and Pension Funds - 22 455

478 T42 1047 222

The Chisf Finance Cfficer resigned Apnil 2015, and the position is still vecant, The amount paid in 2016 financial year relates to
&cting allowances.

Remuneration of Technical Services

Annual Remuneraton 54 918 =
Car Allowance and other allowances 478 TRZ 331 761
Confributions to UIF, Medical and Pension Funds B3 -

845 B38 331 7E1

Duwring 2015 financial year the position of Technical Services Manager was vacant and only acting allowance was paid. The
Execudive Manager Technical Sensces was appointed January 2016,

Remuneration of Development, Econamic and Planning Managermnent Services

Annual Remuneraton 1 008 856 866 662
Car Allowance and other allowances 137 445 174 552
Performance Bonuses 55 466 f2 132
Contricutions to WIF, Medical and Fenslon Funds TT 536 56 BEG

1278 303 1160 222

47



Capricorn District Municipality

Annual Financal Statements for the vear ended 30 June 2014

Notes to the Annual Financial Statements
Figuras in Rand E01G 2015

17. Employees related cosis (continued)

Remuneration of Strategic Support Services

Annual Remuneration By1 478 Ta0 223
Car Allowance and other allowances 196 835 202 040
Performance Bonuses B2 9681 47 346
Cantributions to UIF, Madical and Pension Funds 234 230 175 718

1 490 505 1216 325

Remuneration of Corporate Services

Annual Remunaration 240 828 -
Car Allowancs and other allowances 440 945 304 558

.. Confribulicns to UIF, Medical and Pension Funds TH 625 -
875 398 a0e 569

During 2015 financial year the position of Corporate Services Manager was vacant and only acting allowance was paid The
Executive Manager Corporate Services was appointed January 2016

Remuneration of Community Services

Anpusl Remuneration B3 213 194 404
Car Alowance and other allowanoss 367 240 186 088
Contributions 1o LIF, Medical and Pension Funds 104 608 20 346

1059 059 408 B33

The Community Services Manager was appoinied March 2015

18. Remuneration of councillars

Executive Mayar BE4 521 BET 613
Chief Whip B854 003 731 749
Mayoral Committes Members 3 554 512 4 232 B52
Speaker G5 (650 T27 258
Councillors 3 BE2 256 2 843 290
Councillors” pensian and rmedscal asd contnbution 485 048 480 821
Counclilors” allowances 1 492 328 1 521 322

11 728 225 11 404 TOS

The galaries, allowances and benefits of political office- bearers and councillors of the municipality, are within the upper limits
of the framework envisaged in section 219 of the Constilution read with the Remuneration of Public Office Bearers Act (Act 20
af 1988 and the Minister of Provincial and Local Government's determination in accordance with this Act.

In-kind benefits

The Execulive Mayor, Speaker and Mayoral Committes Membears are full-time. Each ks provided with an office and secretarial
suppon at the cost of the Council. The Executive Mayor and the Speaker have use of @ Council owned vehicle for official
duties.

The Exacutive Mayor has theee full-time bodyguarnds.

18. Commission Expense

Commission is paid to local municipaliies for the managemant of watar related services.

Water commission pad 27 425 BBG 35 086 654
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20. Deprecietion and amortisation

Property, plant and equipment 52 585857 43343840
Intangible assets 366212 1 615 800

5§ 261 BB 44 950 458

21. Derecognition of Assets

Derecognition of assets 14 373 482 1 00T 258

22. Finance costs

Firance, other inferest and penalties 20T 880 361 875

23. Bulk purchases

Water 46 808 TEG 46 TE3 840

Purchases of water from Lepelle Norhern Water,

4%
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24, Commitmeants
Authorised capital expenditure
Already contracted for but not provided for
s Infrastreciure 145 614 530 52 053 422
»  Community - 16 726 TEOD
145814 530 BT T7a 182
Total capltal commimments
Already confracted for bt not provided for 145 814 530 BT 7T 182
This expenditure will be financed from:
Government Grants - conditional 145 814 530 52 053 422
Equitable share grants - 15 725 T80
145 814 530 6T TT9 182
Authorised ocperational expenditure
Already contracted for but not provided for
= |nfrastructure 571789 10357 231
= Commaunity 6845137 54 555 EB2
= Chhet 3 708 868 -
11125785 84913123
Total operational commitments
Already contracted for but not provided for 11120785 B4 913123
This expenditure will be financed from:
Government grants - conditional : 10 357 231
Equdable share grant 11129795 54 555 BS2
11128785 B4 M13123
Total commitmants
Total commitments
Authorised capital expenditure 145814 530 G7 TV9 182
Autharised operational expenditure 11128786 B4 913 1E3
156 944 325 132692 305
This expenditure will be financed from:
Goavernment grants - canditional 145814 530 82 410652
Equitabde share grang 11 124 Tah 70281 653
156 944 325 132 692 305

S0
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25. Cash generated from operations
Surplus 257 243084 384 328 357
Adjustments for:
Depreciation and amortisation 55 261 BES 44 950 454
Changes on disposal of assets 118 773 1745674
Impairment of assets 2 447 232 1285 b58
Debt impairrment 2B 22 M4 ITHEIT
Movemeants In operating lesse asseis and accruals 253 18T {130 217}
Movements in provisions 318 BES 3Te2 3ar3
Changes on fair value adjusiment 1357 053 383 T4
Fetention (3871 016}
Changes in working capital:
Inventaries 4 305 3T (679 001)
Receivables from exchange fransactions (4168 534) 5486 091
{Hher recefvables from non-exchange iransaclions (68 348 TEE) -
Prapayments (337 2G62) (463 182)
Bayables from exchange transactons a2 130 Bab (7 543 780
VAT {3 401 883) (16 529 26B)
Unspent conditional grants and receipts 4 818093) (33 451 009)
Consumaer deblars (33 537 508) (18 221 584)
Receivables fram exchange transactions (H45557) (6 054 (28)
aro 723063 319123628
28. Unauthorised expenditure
Cipaning balance 56 310 723 -
Unauthariged expendiiure - current year B 348 TBG  bO 310 TE3
122659508 56 310 723
2015 Unuathorised expendiiure relates to commission payable to local mumcipalities.
2016: Unauthonsed expendifure refates to the municipal infrasiructura grant that was overspend,
27, lIrmegular expenditure
Opening balance 41 836 300 G4 196 0B3
Add: Imegular Expendiure - current year 1 185 645 519 364
Less: Amounis condoned (22 B9 157)
43 021 848 41 836 300

2018 The imegular expenditure I as a result of appoiniments made in the 1112 financial year that are in the process
completion in the 1314 financial vear, The above expenditure was mainly due to the payments of the final retention cerificates

after completion of the projecis

2015 Irregular expeandiure relates o overpayment of councillors allowancas.

The opening balence of 2014 increased from REZ 444 412 with RT31 671 to RE4 156 083 from 2015 due 1o overpayment of

counciliors aliowances not previcusly disclosed as immegular.
28. Fruitless and wasteful expenditure

Dpening balancs G607 0as

Fruittess and wasteful expenditure current year -

586 BE2
20 203

G607 Das

607 DBS
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28. Fruitless and wasteful expenditure [continued)
2015: Fruitless and wasteful expenditure relates o interest and penalties paid to SARS,
28, Additional disclosure in terms of Municipal Finance Managerment Act
Contributions to organised local government
Cipening balance 2521718 2 186 BED
Subscription fees {2 848 534) {2 263 TOO)
Amaunt pald - current year Z B52 980 2621718
Amount paid - previous years 324 B16 95 820
2 852 BED 2521 TMB
Audit fees payable
Cipening balanos 25318 -
Subscription fees 3311 366 £ GEE 446
Amount paid - current yaar (3250726} (2557 1309
B5 548 25 318
PAYE, UIF and SOL payable
PAYE, UIF, and SOL 30015284 31813867
Amount paid - current year {39016 284 {31 813857}
Pension, UIF and medical aid deductions payable
Pensicn, WF and medical aid 38 B85 B33 35 328 08p
Amount paid - current yaar {3B BE% 833) (36 328 083}
Arrear consumer account: Councillors
The fallowing Cauncillang had armear accounts outstandmg for more than B0 days as at 20 June 2018:
Dwnng the year the following Councillors’ had armear accounts ouwistanding for more than 80 days.
Bumoaunt gt
Ramaoshaba L.L 16840
Machete K. 51586 .
Sibanda P.5 472 53
Fhaahla K.G 2048 748
Mashiane M.E aoa -
Phosa N.B 105 L
Ramsalla T 9080 -
Mokgophi M.T 14174 -
Fhaahla MV - 3as
Thobejane MW - 1683
MN123 3 468
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249, Additional disclosure in terms of Municipal Finance Management Act [continued)
Supply chain management regulations
In terms of section 38 of tha Municipal Supply Chain Management Regulations, any deviation from supply cham management

policy needs o be approvedicondoned by the Municipal Manager. and rioted by Coumcil.
The expanses incurred, as listed below, have been approvedicondoned by the Municipal Manager and rated by Counail.

incident

Acguiring & senice to repair and calibrate - Sole provider 28 158

Disagter Sendces - Emergancy B0 560

Replacemant of the faully power board - Sole provider 3580 -
Cerban Toursm indaba: 2015 Stand Design and Construction - Sole provicer 150 908 -
Dwrban Tourism Indaba: 2015 Stand Design and Construction - Sobe prowider 74 118 .
Environmantal aducation awarensess programme - Only fimpopo based organigation 217 380

offering the programme

Procurament of water tankers for the shortage of water - Emergency 136 000

Provision of Protocol Training for councillors and officials - Most providers do not offer 28 009

ihe accredited protocol franing

Fepair and calibrate Lancom Fluegas analyser - Sole provider 11 478 .
Vierification and unbundling of municipal assets - Impractical 1o follow proturement 2 500 000 -
process

SAMTRAL training cowrse Z 204 FO0
Hiring & service to rapairand calibrate - 747189
Stage drama - 10 000
Slage performance . 12 000
Testing of work suits materals - 13 250
Basic disaster management and first aid fraining . 140 GO0
Exhibilion space Tourism Indaba . 81317
Job evaluation services . 25 800
Etand design and construction of the fourims exhibition stand- Touriem Indaba - 164 306
Caseware working papers - 371 TE4
CASCADE system - 111 227
Training of baad makers - 341 000
Water safely and secunty plans propect - 128 E15

612 930

SAP lieencimg for perdformance management module -
3 229 592 2 268 623
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0. Contingent Liability

Claim for damages
The Mumnicipality has a contingent liabdity of R37 717 651 due 10 it being sued by senice providers,

M. Tech Rustenburg 16 105 585 16 296 485
In Sifu Consulbng Enginears 258 934 -
BC Wiljorn 131 857 430 000
Eborm Fencing BE2 481 582 491
ALS BEE - 1TOOFY
T. Phogodel COM 230 37H 247 B37
Cwalis Consulting 1725 B 1 725 856
In Tauch 3501178 3501178
M Rapetsos 138 000 138 000
S5 Sebone 69627 &0 627
Mantedla Trading 3 553 088 3 553 DEEB
Royal Haskaning 11 422 bag 1454 OF5

IrTiTes1 192 TD2

Interest and penaltiss

SARS has conducied a PAYE audit and levied. addiional PAYE, SDL, interes! and penalties against the municipality. The
munisipality hag objected 1o this and ig of the view that the objection will be suctessiul,

SARS 1 762 544

Guarantes held by Eskom with regard o electnicily accounts amounting 1o R294 800
31. Related parties

Felationships

Compansation to councillors Hote 18
Contribulions 1o organized Local Government - Maote 27 .4 Mote 28
Post employmeant banafil plan for employees of entity andlor cther Mote d
ralated parties

Members of key managemeant Mote 17
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32. General expansas
Adveriging 3851 901 3441 5BT
Aszessment rates & municipal charges 1513 960 1 B33 788
Auditers. remuneration 3311 356 2 SB2 446
Bank charges 165 1683 134 81
Bursaries 1 630 401 1286023
Cleaning 585 M0 673 382
Conferencas and seminars 4219782 3 566 2054
Consulting and professional fees 3 426 346 3824 415
Consumables 4249 295 440} 784
Entertainmant 118 000 104 370
Financial Managemen 9478 550 g 742 817
Flisst 7 385 745 B BYS 153
Insurancs 1453713 1126 265
Legal expanses 9255 418 1817 &7
Membership feas 2 B8 508 2 205 544
Dperational projecis 40 604 037 40 800 488
Postage and courier 6 750 T e
Prirtimg and stationeny 470 &ea 1 106 580
Rental of busdings 2 903 08O 3 581 hE2
Rental of office equipmeni 2 047 BE1 451 955
Security (Guarding of municipal property) 11 251 483 o 386 808
Skills Develcomeant 2087 2158 1853 656
Subscriplions and membership fees 1037 6BO 1076 310
Subsistence and travel 14 425073 13562 626
Telephone and fax 1 865 174 1522 5a7
Training 3512 483 2831 273
Unifarms BEG 100 1254 BEO
Water and sanialion 45 395749 41818 134
176 284 252 160 330 034
Cperational projects
Ebect -Infrastructure 1 810 688 B 602 357
OPEX Emvironmental projects 20490065 14 732 385
Computar Services 5141 674 3 686 058
Siakeholder Paricipation 3314 700 4 332 54T
Hher projects D 846 910 5445 711
40 804 037 40 8O0 483
Water and Sanitation
Q&M FBW Eskom paymenis 186848 376 15291 585
Wiater Queality projects 1774614 4 778 785
Household sanitation 23 551 455 19 688 827
Ciher waler related projecis 1 281 300 1 558 927
45385748 41 81B14

33. Hey sources of estimation uncerainty and judgements

In using estimates a number of assumplions are reguired. GRAP 1 places the responsibilily on management 1o sel these
assumplions, as guided by the principles sel oul in GRAP 1 and in dsscussion with the professional consultanis,

The gssumpiions should be realsiic and mutually compatible, The difference between the sssemptions drives the estimate and
it i= wary important 1o monitor how this difference changes from one year's estimate 1o the naxt.

The following areas imvohie 3 significant degree of estimation wncerainty:
- LUigeful lives and residual values of property, plant, and equiprment
= Recoverabla amounts of property, plant and aguipment

]
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33. HKey sources of estimation uncertainty and judgements (continued)
*  Present value of defined benefit oblgation
*  Provision for dowbtul debits
=  [Impairmment of assats
= Provision for long-term service award and medical aid bensfits

The following areas involved judgemenis, apart from those imeohing estimations deaclosed above, that management has made
in the process of applying the municipality’s accourting policies and that have the most significant effect on the amounts
recogniged in the financial statements:

=  [Impairment of agsels

= Provigions

34. Risk management

Liguldity risk

Liguidity nsk is the rek that the municipality will not be able to mest its cbligations as they fall due. The municipality’s approach
iz to ensure that sufficient Bguidity is available to meet its liabilities when due. The municipality uses cash flow forecasts lo
ensune that sufficsent cash is available to meet expecied operating expenses. This i guided by working capital and revenue
ennancement poalicy

The municipality uses cash flow forecasis o ensure that sufficient cash is available to meet expecied operaling expenses. This
is guided by working capdal and révenuea enhancement policy

The following are contraciual kabilities of which the interest is included in borrowings:

At 30 June 2016 Less than 1 Bebwween 1 and Bebemen 2 and Over 5 years
vear 2 years 5 years

Borrowings 1 370 528 - T4 0ay -

Trade and other payabies 144 B10 526 - 716388834 -

At 30 June 2015 Legs than 1 Between 1 and Between 2 and  Ower 5 years
year 2 Years 5 years

Borrowings 1651 511 . 1 333844 =

Trade and other payables 77022 532 - 52 033 B2 -
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34. Risk management [continued)
Cradit risk
Irvestments

The municipaily limis its expogure o oredit nisk Dy investing with only reputablbe financial instibilions and within specific
guidelines set in accordance with Council's approved imesiment palicy

Feceivebles

Receivablas ars amounis owing by consumers and are presented net of impairment loss. The municipality has a credit control
podicy in place and the expogurg 10 crede fisk is monitored contnuously.

The municipality establishes an allowance for doubiful debis that represents its estimate of anticipated |losses in respect of
recaivables. Payments of accounts of consumer debtors who are unable fo pay, are negofiated in line with the 'credit control
podicy and terms of payments are agresd upon with the consumer,

Cash and cash eguivalents

The municipakly limis its axposure to credit nsk by investing with only reputable financial institutions and within specific
guedelines sal 0 accordance with Council's approved mestment policy. The municipality does not consider there to be amy
significant expoauwre o cred|? rigk

The cafrying amaunt of inancial assets represants the maximum credit axposure.

The maximum exposure to credd risk as at 30 June was;

Financial instrurment 2016 2015

Call investrmenis 188 503 156 218 6858 850
Cash and cash eguvalents T 051 121 19 658 881
Trade receivables 45884 117 40 580 593
Other receivables 71 144 365 4 374 065
Interest rate risk

Ag the municipalily has no significant inferesi-bearing assets, the municipality's income and operating cash fiows are
gubstantiaily independaent of Changes in marke! inberast rates.

35. Impairment loss

Fair value less cost to sell

Dug to the unbundling of the infrastructure asseis that was done recently, the value in uge and the fair vabuee was deemed o be
the same, ciher than the fact that it can differ if the infrastruciure has significant damages. As such the recoverable amount
baing the greater of fair value kess cost and value in uze, differed with each with the costs of damages of the said infrastructura.

The engineer estimated the costs of damages of each class of infrastnuciure assets based on quoted prices avallable in the
marked to restore the infragireciure and the professional knowledge based on the industry norms

Progarty, plant and equipment (2447 232 (1 255 558)

During the year an impairment test, was performed on all categories of Propary, Plant and Equipment. The method which was
used to determine the recovarable amount was the higher of falr value less costs and value in use.

d5. Comparison with the Budget

Material differences between budget and actual amounts

&7
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36. Comparison with the Budget [continued)

The comparieon of the Municipality's acteal financial performance with that budgeted is set out in the statement of comparizon
of budget and aciual amounts.

The budget is approved on an accrual basis using a classificabion based on the nature of expenses. The approved budget
covers the period from 07 July 2015 io 30 June 2018, The budget and sccounting basis are the same.,

Changes from the approved budget to the final budget

The changes between the approved and final budget are a8 conseguence of reallocations within the approved budget
parameters,

‘fariances of 10% or more are explained a5 gat oul below:

Other income - 67% {During the adjustmant budgat RZ 440,818 were identified as cash availaibe fram 2014/15 financial year.
This was added to the budget, however the gpending thereall was recognised in the Statement of Financial Position and not
the Statement of Financial Padformance. }

Inte garngd - i = {The municipalily does not budget for interest eamed on outstanding
recaivabies.)

Depreciation and amortisation - 30% (Depreciation on assets were over budget for. It should be noted that this is a non-cash
itern and therefore doas nol affect the cash position of the municipality.)

Einance cost - 56% (There was a reduction in finance cogis due o the term of leased assels thal is coming o an end.)

Bebt impaignent - 17% (There was an increase in comsumer debtars that were impaired due to a decrease in revenue
callections

Commission paid - 28% (There wag an increase in the commision paid to local municipalities due to the increase in senice
charges billed during the year.)

Bgpairg and maintenace - 22% (The MWIG allocation was not fully spend therafore the variance between the budget and
aciual. RT 442015 54 was applied for a5 a roll-over and will be gpend in 201817}

The following iteme were not budgeted for and will have a 100% variance:
* Derecognition of assets
* Loss an (he disposal of assets and liabilities

* Actuanal gainatiosssg

37. Changes in accounting estimates, errers and disclosure

Correctlon of error

During the financial year under review the following accounting errors were dienfified;
Understatement of finance costs dug 1o not all leased assels being capitalised in 2015

Roll overs requestad for MIG. EPWP and DWA were nol approved by National Treasury.
Crvarstaterment of rental for external equipment due 1o not all leased assels being capitalized in 2015

Compuier hargware undersiated dug to incormact accounting at 30 June 2015

1]
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37. Changes in accounting estimates, errors and disclosure (continued)
Prigr pericd arrors
2015 Surplus for the pericd as prévicusly raported 318 7892 756
Government granis and subsidies- EPWP 40 637
Gowarnment granis and subsidies - MIG 24 167 051
Government grante and subsidies - DWA S00 000
Flmance costs {3 754
Debt impairment (5 417 9G]
zaneral expenses - Rental of External equespment (131 625)
General Expense - Computar Hardwara (16 058)
Depreciation {28 308)
Comrnision paid o406 123
384 328 258
Prior period errors affecting 2014
Retained earning as previously reporied 1 562 687 368
Payakbdes from exchange transactions 21 454
VAT receivabla {1 181)
1 552 TOT 659

Prasented below are those items contained in the statemend of financial posilion and statement of financial performance that
v been affected by poor vear adjustments and reclassifications

Statement of financlal position

As prenviously  Correction of

Reclassificatio Restated

reportad Error n

Raceivabls fiom axchange transactions 4 370 908 g 1&7 - 4 378 065
Val recaivable 36 333 0c4 1085 = 36339150
Consumer debtors 45 TTE 774 (6 185 781) 40 580 993
Unspent congiticnal grant (77 201 v81) B4 707 BT - {12 404 084}
Payables from exchange fransactions (135245 326) 6188 832 - (120058 304)
Finance lease -currant (1572 427) (78 084} {1851 811)
Finance laase -non curren (1277 549} (68 2845) - {1333 Bad)
Propery, plant and egquipmemn 1775 007 450 (28 908} - 1 774 978 542

1847 186 113 64 555 794 -1 711 751 507

Statermeant of financial performance

As previausly Comection of Reclassificati Restated

reported arror o

FRewenus - . . :
Goverment grant and subsidies B20 674 B49. B4 TO7 GAE - BES 382 337

220674 642 B4 TOT G - BBS 382 33T
Expandiurs - - - -
Employae related costs {215 376 68T - {215 378 687T)
Remuneration of councillors {11 404 TOE} - = (17404 7O
Depreciation {44 930 552} {28 B0E) (44 055 458)
Dbt impairment {18 857 651) {5 417 96E) (24 2T5B1T)
France costs {358 221) {3 T754) - (361 978)
General expenses (160 182 382} (147 881) - {160 330 033
Commiszion paid 41412 817) 5426123 - (35 0BG B34}

328 151 863 64 535 504 - 392 BBT 167
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38. Distnbution Loss

Unit purchased (ki) 8 280 7Z8 8 785 358

Units sold (ki) 5 024 2385 15 TE0 042)

3 236 450 2 875 316

Average cost per unit purchases (cents per ki 553 5B3

Met loss in rands 17 B97 785 16 453 500

% Loss in purchases of waler 3360 % 33,84 %

39, SBervice charges

Sale of water 58 284 250 44 250 T35

40. Government grants and subsidies

Operating grants

Equitable share 432 084 680 402 497 B8T

Finance Management Grant 1128 812 1 TG7 072

Municipal Systems Improvemsant Geant 840 000 A34 000

LG Seta Grant - 1681 327

Rural Transport Infrastructure Grani 2 180 000 2 184 000

Municpal Water Infrastruciure Grant o0 B58 984 27 379000

Energy Efficiency and Demand Managameni Grant 084 093 3 005 906

Fural Hougehold Infrastructure Grant B 985 103 3 706 528

EPWP Grant 1 821 000 2030 874

Municipal Infrastructure Grant T TaT 021 =
GOF 748 TO3 533 656 304

Capital grants

Municipal Infrastructure Grant 325 577 765 281 506 101

Equitable Share 4 TEE 320 37T 720000

Water Services Operating Grant 35000000 32499 841
365 303 0BS 351 725 542
ET3 052 8TE B85S 382 136

41. Oiher revenue

Dther income 1184177 1230 334

42. Debt impairment

Contributions {o debt Impairment provision A2B35222 M ITHET
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43, Interest mvanue

Interast recevad - oulstanding receivables 1 776 658 8908 548

Intarast received - axternal invastmant 23258340 21438028
25 035 007 31 347 578

44, Auditors' remuneration

Fees 3311358 2 BB2 4458

45. Ewvents after the reporting date

Aganang Local Municipality was de-established with effect from 3 August 2018,

&1



