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Accounting Officer's Responsibilities and Approval

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

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

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

The accounting officer acknowledges that he is ullimately responsible for the system of internal financial control established by
the economic enlity and place considerable importance on maintaining a strong contral environment. To enable (he accounting
officer to meet these responsibilities, the accounting officer sets standards for inlernal control aimed at reducing the risk of
error or deficit in a cost effective manner. The standards include the proper delegation of respensibilities within a clearly
defined framewoark, effeclive accounting procedures and adequate segregation of dulies to ensure an acceplable level of risk,
These controls are monitored throughout the economic entity and all employees are required to maintain the highest ethical
standards in ensuring the economic entily's business is conducted in a manner that in all reasonable circumstances is above
reproach. The focus of risk management in the economic entity is on identifying, assessing, managing and monitoring all
known forms of risk across the economic entity. While operating risk cannol be fully eliminated, the economic entity
endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and
managed within predetermined procedures and constraints.

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

The municipality is wholly dependent on the grant allocations throuah Division of Revenue Act (DORA) for continued funding of
operalions. The consclidated annual financial statements are prepared on the basis that the municipality is a going concern
and that the Umkhanyakude District Municipality has neither the intention nor the need to liquidate or curtail materially the scale
of the municipality.

The external audilors are responsible for independently reviewing and reporting on the economic entity's consolidated annual
financial slatements. The consolidated annual financial statements have been examined by the economic entity's external
auditors and their report is presented on page 4.

| also certify that salaries, allowances and benefits of Councillors, loans made to Councillors, if any, and payments made to
Councillors for loss of office as disclosed in the financial statements below are within the upper limits of the Framework
envisaged in Seclion 219 of the Constitution, read in conjunction with the Public Office Bearers Act and the Minister of
Provincial and Local Government's determination in accordance with this Act.

The consolidated annual financial statements set out on pages 4 lo 70, which have been prepared on the going concern basis,
were approved by the accounting officer on 28September 2018 and were signed on its behalf by:

s D

dt
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Statement of Financial Position as at 30 June 2018

Economic entity Controlling entity
Figures in Rand Note(s) 2018 2017 2018 2017
Assets
Cument Assels
Inventories 3 121121909 124845735 121121909 124845735
Receivables from exchange transaclions 4 45 461 654 63797 512 43 685 489 55 864 451
Other receivables from exchange transaclions 5 6 685 279 8 554 956 6 685 279 8 554 956
VAT receivable 6 36695943 62977240 32476454 62073305
Cash and cash equivalents 7 64 828 491 36749698 62 295 548 34 577736
274793 276 296 925141 266 264 679 285 916 183
Non-Current Assets
Property, plant and equipment 8 1968051222 1831106660 1939 461 250 1826 356 214
Intangible assels 9 192 350 301 656 192 350 301 656
Heritage assels i0 586 000 586 000 586 000 586 000
41968 829 572 1 831 994 316 1940 239 600 1 827 243 870
Total Assets 2243 622 848 2128 919 457 2 206 504 279 2113 160 053
Liabilities
Cument Liabilities
Payables from exchange transactions 11 215753034 322669989 216 851320 320920314
Consumer deposils 12 1 396 340 1377 510 1 396 340 1377 510
Unspent conditional grants and receipts 13 26 361 249 72995 711 24930430 64 576 002
Current portion of defined benefit plan obligation 14 1296 000 534 000 1296 000 534 000
Current portion of loans 15 986 127 1003 312 986 127 1003 312
245792750 398 580522 245460217 388411138
Non-Current Liabilities
Other financial liabilities 16 22 154 396 - 22 154 396 -
Defined benefit plan obligation 14 7 027 000 6 512 000 7 027 000 6 512 000
Non-current loans 15 5 355 931 6 207 357 5355931 6 207 357
34537327 12719357 345637327 12719357
Total Liabllities 280 330077 411299879 279997 544 401 130 495
Net Assets 1963292771 1717619578 1926 506 735 1712 029 558
Accumulated surplus 1963292771 1717 619580 1926 506 737 1712 020 560
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Statement of Financial Performance

Economic entity

Controlling enfity

Figures in Rand Note(s) 2018 2017 2018 2017
Revenue
Revenue from exchange transactions
Service charges 17 30788 710 19541684 30788710 19 541 684
Rental of facilities and equipment 18 208 830 56 310 208 830 56 310
Interest income 19 6 958 166 5305018 6 941 630 5115213
Other income 20 7 709 261 16 245 792 7624 755 16 048 647
Acluarial gains 14 - 124 705 - 124 705
Total revenue from exchange transactions 45 664 967 41 273 509 45 563 925 40 886 559
Revenue from non-exchange transactions
Government grants & subsidies 21 672862800 556436934 636585534 527 566 641
Total revenue 718 527 776 597710443 682149459 568 453 200
Expenditure
Employee related cosls 22 (152 638 288) (140 608 444) (145745 160) (133 969 150)
Remuneration of councillors 23 (7207 291) (6874 314) (7207 291) (G 874 314)
Deprecialion amortisation and impairment 24 (75299 283} (37538 624) (74 992988) (37 378 520)
Finance costs 25 (2 114582) (1423952) (2024086) (1339122)
Debt Impairment 26 (20957 705) (5262 800) (29957 705) (5262 800)
Repairs and maintenance 27 (34519728) (75228 251) (34510237} (75 227 560}
Bulk purchases 28 (101 705 233) (90 794 066) (101 705233) (90 794 066}
Contracted services 29 {44 689 137) (51086 005) (37 179286) (27 923751)
30 (24 723 330) (52 335532) (34 350317) (56 061 897)

General Expenses
Total expenditure

Operating surplus
Surplus for the year

(472 854 586) (461 151 988)

(467 672 283) (424 831 180)

245673 190
245 673190

136 568 4565
136 5568 4565

214 477176 133 622020
214 477176 133 622020
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Statement of Changes in Net Assets

Figures in Rand

Accumulated Total net
surplus assets

Economilc entlty

Opening balance as previously reported
Adjustments - Note 33

Correction of errars

Balance at 01 July 2016 as restated*
Changes in net assels

Surplus for the year

Total changes

Balance at 01 July 2017
Changes in net assels
Surplus for the year

Total changes
Balance at 30 Jupe 2018

Controlling entity

Opening balance as previously reported
Adjustments - Nole 33

Coirection of errors

Balance at 01 July 2016 as restated*
Changes in net assels
Surplus for the year

Total changes

Balance at 01 July 2017
Changes in net assels
Surplus for the year

Total changes
Balance at 30 June 2018

1621376617 1621 376 617

(40315 492) (40 315 492)

1581 061 125 1 581 061 125

136 558 455 136 558 455

136 558 455 136 558 450

1717619581 1717 619 581

245673 190 245673190

245673 190 245673 190

1963292771 1963292774

1618 768 041 1618 768 041

(40 360 501) (40 360 501)

1 578 407 540 1 578 407 540

133622020 133622020

133622020 133622020

1712 029 561 1 712 029 661

214 477176 214 477 176

214 477 176 214 477 176

1 926 506 737 1 926 506 737
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Cash Flow Statement

Economic entity

Controlling entity

Figures in Rand Note(s) 2018 2017 2018 2017
Cash flows from aperallng activities
Receipts
Sale of goods and services 21036 541 16 (064 408 14 879 645 16 6438 983
Grants 626 972 778 602 467 237 596 277 747 565 848 000
Interest income 6 958 166 5305018 6 941 630 5115213
Other receipts 727 876 12128 709 643 370 11 931 565
655695361 635965372 618742392 599 543 761
Payments
Employee cosls (159 993 541) (147 482 759) (152 952 451) (140 843 464)
Suppliers (265 325 680) (273899 562) (260011 117) (245 353 077)
Finance costs (140t 979) (780 626) (1311 463) (695 796)
Taxes paid - (44 035) - -
(426 721 200) (422 206 982) (414 275 031) {386 892 337)
Net cash flows from operating activities 31 228974161 213768390 204 467 361 212 651 424
Cash flows from [nvesting activities
Purchase of property, plant and equipment (201 709 725) (208 654 983) (177 563 906} (204 511 708)
Proceeds from sale of property, plant and equipment 1662 532 - 1662 532 -
Purchase of intangible assels 9 (2 699) (23 218) (2 699) {23 218)

Net cash flows from investing activities

Cash flows from financing activities

Repayment of non-current loans

Net increase/{decrease) in cash and cash
equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

7

(200 049 892) (208 678 201)

(175 904 073) (204 534 926)

(845 4786) (853 901) (845 476) (853 901)
28078793 4226288 27717812 7262597
36749698 32523410 34577736 27 315139
64828491 36749698 62205548 34 577 736
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Statement of Comparison of Budget and Actual Amounts

Budge! on Accrual Basis

Approved Adjustments  Fina! Budget Actual amounts Difterence Refarence
budget on comparable between final
basis budget and

Figures in Rand actual
Economic entity
Statement of Financlal Performance
Revenue
Revenue from exchange
transactions
Service charges 35669000 (9889000) 25780000 30788710 5008710
Rental of facilities and 137 346 (55127) 82219 208 830 126 611
equipment
Interest received 4340 345 221 655 4 562 000 6 958 166 2396 166
Other income 12258633  (2386360) 9872273 7 709 261 (2163 012)
Total revenue from exchange 52405324 {12108 832) 40 296 492 45 664 967 5 368 475
transactions
Revenue from non-exchange
transactions
Transfer revenue
Government grants & subsidies 366 972254 (30 555769) 336416485 672 862 809 336 446 324
Total revenue 419 377678 (42664 601) 376712977 718527776 341814 799
Expenditure
Employee Related Cosls (144 465 438) (6 375278) (150 840 718) (152638 288) {1797 672)
Remuneration of councillors {8 940 305) - (8940305) (7207291) 1733014
Depreciation and amortisation (45223 462) 6718614 (38604 848) (75299 283) (36794 435)
Finance costs (1498 863) 557 708 (941165) (2114582} (1173 427)
Debt Impairment {18 027 524) - (18027 524) (29957 705) (11 930181)
Repairs and maintenance (35383049) 3876185 (31506 864) (34519728) (3 012864)
Bulk purchases (89 912 229) - (89912228} (101 705233) (11793 004)
Contracted Services (32859289) (13193669} (46 062958} (44689 137) 1363821
Grants and subsidies {10 000:000) 10000 000 - - -
General Expenses (32054173) (4283 472) (36337 645) (24723339) 11614306
Total expenditure (418 364 332) (2699 912) (421 064 244) (472 864 586) (61 790 342)
Surplus before taxation 1013246 (45 364 513) (44 351 267) 245673190 290 024 457
Actual Amount on Comparable 1013 246 (45 364 513) (44 351 267) 245673 190 280 024 467

Basis as Presented in the
Budget and Actual
Comparative Statement
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Statement of Comparison of Budget and Actual Amounts

Budget on Accruals Basis

Approved Adjustments  Final Budget Actual amounts Difference Reference
budget on comparable between final
basis budget and
Figures in Rand actual
Statement of FInancial Position
Assets
Current Assets
Inventories 136 923 807 - 136923807 121121909 (15801 898)
Receivables from exchange 22 685 580 - 22686580 45461654 22776074
transactions
Other receivables from 39 667 825 - 39667826 6685279 (32982 646)
exchange fransactions
VAT receivable - - - 36695943 36695843
Cash and cash equivalents 24 444 710 - 24444710 4828491 40383781
223721 922 - 223721922 274793276 51071 354
Non-Current Assets
Property, plant and equipment 1724 953 537 - 1724953 637 1968051224 243 097 687
Intangible assets 365 000 - 365 000 192 350 (172 650)
Heritage assels 586 000 - 586 000 586 000 -
1725 904 537 - 1725904 537 1968 829 6574 242 925 037
Total Assets 1949 626 459 - 1949 626 459 2 243 622850 293 996 391
* Liabilities
Current Liabilities
Payables from exchange 65 151 320 - 65151320 215753034 150601714
transactions
Consumer deposits - - - 1 396 340 1396 340
Unspent conditional grants and - - - 26 361 249 26 361 249
receipts
Current portion of defined - - - 1296 000 1286 000
benefit obligation
Current partion of loans 893 000 - 893 000 986 127 93127
66 044 320 - 66044320 245792750 179748430
Non-Current Liabilities
Other financial liabilities - - - 22154396 22154 396
Defined benefit obligation - - - 7 027 000 7027 000
Non current loans 7 528 000 - 7 528 000 5355931  (2172069)
7 528 000 - 7528000 34537327 27009 327
Total Liabilities 73 572 320 - 73572320 280330077 206757757
Net Assets 1876 054 139 - 1876054139 1963292773 87 238634
Net Assets
Reserves
Accumulated surplus 1 876 054 139 - 1876 054139 1963292772 87 238633
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Statement of Comparison of Budget and Actual Amounts

Budget on Accruals Basis

Approved Adjustments  Final Budget Actual amounts Difference
budget on comparable between final
basis budget and
Figures in Rand aclual
Cash Flow Statement
Cash flows from aperating actlvities
Receipts
Sale of goods and services 34504456 (19300746) 15203710 21036 541 5832831
Grants 604 307000 (17 999 704) 586 307 2968 26972778 40 €65 482
Interest income 4256000  (16890870) 2365030 6 958 166 4 593 136
Other receipts 12189457 60930935 73120392 727876 (72392 616)
666 256 913 21739515 676996428 655695361 (21301 067)
Payments
Suppliers and Employee cosls (394 577 821) - (394 577 821) (425319221) (30741 400)
Finance costs (1 498 863) - (1498863} (1401979) 96 884
(396 076 684) - (396 076 684) (426 721 200) (30 644 516)
Net cash flows from operating 259 180229 21739515 280919744 228974161 (51 945 583)
activities
Purchase of properly, plant and (257 964 500) (29 109 675) (287 074 075) (201 709725) 86 364 350
equipment
Proceeds from sale of property, - 1200 000 1200 000 1662 532 462 632
plant and equipment
Purchase intangible assets - - - (2 699) (2 699)
Net cash flows from investing (257 964 500) (27 909 575) (285 874 076} (200 049 892) 85 824 183
actlvities
Cash flows from financing activitles
Repayment of non-current loans ~ {3045716) 1560604 {1485 112) (845 4786) 639 636
Movement in other liability 1 21 000 20 900 41 900 - (41 900)
Net cash flows from financing (3 024 716) 1581 504 (1443 212) (845 476) 597 736
activities
Nel increasef(decrease) in cash  (1808987) (4588556) (6387543) 23078793 34476336
and cash equivalents
Cash and cash equivalents at 22316710 12309000 34626710 36749698 2123 988
the beginning of the year
Cash and cash equivalents at 20 507 723 7720444 28228167 64828491 36600 324

the end of the year

10
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Accounting Policies

1. Presentation of Consolidated Annual Financlal Statements

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

These consolidated annual financial stalements have been prepared aon an accrual basis of accounting and are in accordance
with historical cost convention as the basis of measurement, unless specified otherwise.

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

These accaunting policies are consistent with the previous penod.
1.1 Presentation currency

These consolidated annual financial statements are presented in South African Rand, which is the functional currency of the
economic entity.

1.2 Going concern assumption

These consolidated annuat financial statements have been prepared based on the expectation that the economic entity will
continue lo operate as a going concern for at least the next 12 months.

1.3 Consolidation
Basis of consolidation

The consolidated annual financial statements comprise the annual financial stalements of Umkhanyakude District Municipality
{Conlrolling enlity) and Umhlasinga Development Agency (Municipal enlity), which is controlled by the Municipality.

Caontrol exists when the controlling entity has the power to govern the financial and operaling policies of another entity so as lo
obtain benefits from its activilies.

The results of controlled entilies, are included in the consolidated annual firancial statements from the effective date of
acquisition or date when control commences lo the effeclive date of disposal or date when control ceases.

The consolidgated annual financial statements of the controlling entity and its conlrolled entity used in the preparation of the
consolidated annual financial statements are prepared as of the same reporting date.

Adjusiments are made when necessary to the consolidated annual financial statements of the controlled entities to bring their
accounting policies in line with those of the cantralling entity.

All intra-enlily transactions, balances, revenues and expenses are eliminated in full on consolidation.
Definitions:
Economic entity means a group of entities comprising a cantrolling enfily and one or more controlled entities.

Controlling entily is an entily that has one or more controlled entities.

11
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Accounting Policies

1.4 Significant judgements and sources of estimation uncertainty

In preparing the consolidated annual financial statements, management is required to make estimates and assumptions that
affect the amounts represented in the consolidated annual financial statements and relaled disclosures. Use of available
information and the application of judgement is inherent in the formation of eslimates.

Aclual results in the fulure could differ from these estimaltes which may be material to the consolidated annual financial
statements. Significant judgements include:

Impairment of assels.

Defined benefit obligations for long service awards.

Usefu! lives and residual values of property, plant, and equipment.
Water and eleclricity losses.

Trade and other recelvables
The economic entity assesses ils rade and other receivables for impairment at the end of each reporting period. In determining

whether an impairment loss should be recorded in surplus or deficit, the economic entity makes judgements as to whether
ihere [s observable dala indicating a measurable decrease in the estimated future cash flows from trade and other receivables.

Defined benefit obligations

Defined benefit obligations were raised and management determined an estimate based on the information available.
Additional disclosure of these estimates of provisions are included in note 14 - Defined benefit obligations.

Taxation
The Municipality's entity, Umhlosinga Development Agency, is a registered tax payer for income tax purposes.

Amounts included in taxable income have been provided for and recognised in the annual financial statements as normal tax
payable.

Future tax benefits related to deferred income tax assets are recognised lo the extent that it is probable that the deductible
temporary differences wili reverse in the foreseeable fulure.

Allowance for doubtful debts

On deblors an impairment loss is recognised in surplus and deficit when there is objeclive evidence that it is impaired. The
impainnent is measured as the difference between the deblors carrying amount and the present value of estimated future cash
flows discounted at the effeclive interest rate, computed at initial recognition.

1.5 Property, plant and equipment

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

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

Property, plant and equipment is initially measured at cosl.

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

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as al date of acquisition.
Whete an item of property, plant and equipment is acquired in exchange for a non-monelary asset or monetary assels, or a

combination of monetary and non-monetary assets, the assel acquired is initially measured al fair value (lhe cost). If the
acquired itern's fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up.

12
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Consolidated Annual Financial Statements for the year ended 30 June 2018

Accounting Policies

1.6 Property, plant and equipment {(continued)

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

Costs include costs incurred initially to acquire or canstruct an item of properly, plant and equipment and cosls incurred
subsequently to add to, replace part of, or service il. If a replacement cost is recognised in the carrying amount of an item of
property, plant and equipment, the carrying amount of the replaced pan is derecognised.

The initial estimate of the costs of dismaniling and removing the item and restoring the site on which it is located is also
included in the cost of properly, plant and equipment, where the enlity is obligated to incur such expenditure, and where the
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories.

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location
anad condition necessary for it to be capable of operating in the manner intended by management.

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.

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

The useful lives of items of property, plant and equipment have been assessed as follows.

Item Average useful lIfe
Land Not depreciated
Buildings
¢ Residential dwellings 10-15 years
. Non residential dwellings 15-25 years
¢  Elecltricity 5-60 years
«  Walter 5-100 years
«  Sewerage 10-40 years
+  Airporls 15-30 years
Other
. Furniture and office equipment 5-10 years
¢« Computer equipment 3-5 years
s  Transport assets 5-7 years
*  Other machinery and equipment 5-15 years

The residual value, and the useful life and depreciation method of each asset are reviewed al the end of each reporting date. if
the expeclations differ from previous eslimates, the change is accounted for as a change in accounting estimate.

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

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

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

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

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

13
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Accounting Policies

1.6 Intanglble assets
Intangible assets are initially recognised at cost when they are identifiable.

An asset is identifiable if it either:

. is sgparable, i.e. is capable of being separated or divided from an enlity and sold, transferred, licensed, rented or
exchanged, either individually or together with a relaled contract, identifiable assets or liability, regardless of
whether the entily intends to do so; or

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

An intangible asset is recognised when:
«  itis probable that the expected future economic benefits or service potential that are attributable to the asset will
flow to the economic entity; and
. the cost or fair value of the asset can be measured reliably.

Intangible assels are carried al cost less any accumulated amorlisation and any impairment losses.

An intangible assel is regarded as having an indefinite useful life when, based on all relevant faclors, there Is no foreseeable
limit to the period over which the asset is expected to generate net cash inflows or service potential. Amortisation is not
provided for these intangible assets, bul they are lested for impairment annually and whenever there is an indication that the
asset may be impaired. For all other intangible assets amorlisation is provided on a straight line basis over their useful life.
The amortisation period and the amortisation melhod for intangible assets are reviewed at each reporting date.

Amortisation is provided te write down the intangible assels, on a siraight line basis, to their residual values as follows:

Item Average useful life

Computer software 5
Intangible assels are derecognised:

¢ ondisposal, or

»  when no future economic benelfits or service potential are expected from its use or disposal,

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

1.7 Heritage assets

Assets are resources conlrolled by an economic enfity as a result of past events and from which future economic benefits or
service polential are expected to flow to the economic entity.

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

Class of heritage assets means a grouping of heritage assets of a simitar nature ar function in an economic entity's operations
that is shown as a single item for the purpose of disclosure in the consolidated annual financial stalements.

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

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

Herilage assets are assets that have a cultural, environmental, historical, natural, scientific, technological or artislic significance
and are held indefinitely for the benefit of present and future generalions.

Recognition

The ecanamic entity recognises a heritage asset as an asset if it is probable that future economic benefils or service potential
associaled with the asset will flow to the economic entity, and the cos! or fair value of the assel can be measured reliably.
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1.7 Heritage assets (continued}
Initial measurement
Heritage assets are measured at cosl.

Where a herilage assel is acquired through a non-exchange Iransaction, its cost is measured at its fair value as at the date of
acquisition.

Subsequent measurement

Aflter recognition as an asset, a class of herilage assets is carried al its cost less any accumulated impairment losses.

Impalment

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

Derecognition

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

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

4.8 Financial instruments

A financial inslrument is any contract (hat gives rise lo a financial asset of one entity and a financial liability or a residual
interest of another entity.

A financial asset is:
. cash;
. a residual interest of another enlily; or
. a contractual right to:
- recaive cash or another financial asset from another entily; or
- exchange financial assets or financial liabilities with another entity under conditions that are potentially
favourable to the entity.

A financial Habilily is any liability that is a contractual obligation to:
. deliver cash or another financial asset to another enlity, or
«  exchange financial assets or financial liabilities under conditions that are potentially unfavourable to the entity.

Loans payable are financial liabilities, other than short-term payables on normal credit terms.
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1.8 Financlal instruments (continued}
Classlfication

The entity has the following types of financial assets (classes and category) as reflected on the face of the statement of
financial position or in the notes thereto:

Class Category
Receivables from exchange transaclions Financial asset measured at amortised cost
Other receivables from exchange transactions Financial asset measured at amorlised cost
Cash and cash equivalents Financial asset measured at amonlised cost

The entity has the following types of financial liabilities (classes and calegory} as reflected on the face of the statement of
financial posilion or in the notes thereto:

Class Category
Trade and other payables from exchange transactions Financial liability measured at amortised cost
Loans payable Financial liability measured at amortised coslt

Initlal recognition

The economic enlity recognises a financial asset or a financial liability in its statement of financial position when (he economic
enlity becomes a party to the contractual provisions of the instrument.

Initial measurement of financlal assets and financial llabilities

The economic entity measures a financial asset and financial liability initially at its fair value plus transaclian costs that are
directly attributable to the acquisilion or issue of the financial asset or financial liability.
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1.8 Financial instruments {(continued)
Subsequent measurement of financlal assets and financlal liabilitles

The economic enlily measures all financial assets and financial liabilities after initial recognition using the following categories:
. Financial instrumenls at amortised cost.

All financial assets measured at amortised cosl, or cost, are subjec! lo an impairment review.
Gains and losses

A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at fair value is
recognised in surplus or deficit.

For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss is recognised in surplus or deficit
when the financial asset or financial liability is derecognised or impaired, or through the amorisation process.

Impalrment and uncollectibility of financial assets

The economic entity assess at the end of each reperting period whether there is any objeclive evidence that a financial asset or
group of financial assets is impaired.

Financial assels measured at amortised cost:

If there is objeclive evidence that an impairment loss on financial assets measured at amortised coslt has been incurred, the
amount of the loss is measured as the difference between the asset's carrying amount and the present value of eslimated
future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s original
effective interest rate. The carrying amount of the asset is reduced through the use of an allowance account. The amount of the
loss is recognised in surplus or deficit.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related chjectively to an
event occurring after the impairment was recognised, the previously recognised impairment loss is reversed by adjusting an
allowance account. The reversal does not resulf in a carrying amount of the financial asset that exceeds what the amoriised
cost would have been had the impairment not been recognised at the dale the impairment is reversed. The amount of the
reversal is recognised in surplus or deficil.
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1.8 Financial Instruments (continued)
Derecognition
Financial assets

The econtomic entity derecognises a financial asset only when:

. the contractual rights to the cash flows from the financial assel expire, are seftled or waived,

«  the economic entity transfers to another party substantially all of the risks and rewards of ownership of the financial
assel; or

. the economic entity, despite having retained some significant risks and rewards of ownership of the financial asset,
has transferred control of the asset to another party and the other party has the praclical ability to sell the assetiniits
entirety to an unrelated third party, and is able Lo exercise that ability unilaterally and without needing lo impose
additional reslrictions an the transfer. In this case, the economic enlity :
- derecognise the asset; and
- recognise separately any rights and obligations created or relained in the lransfer.

Financial llablllties

The economic entily removes a financial liabilily (or a part of a financial liability} from its consolidated statement of financial
position when it is extinguished — i.e. when the obligation specified in the contract is discharged, cancelled, expires or waived.

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

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

Presentation

Interest relating to a financial instrument or a component that is a financial fiability is recognised as income or expense in
surplus or deficit.

Losses and gains relaling to a financial instrument or a component that is a financial liability is recognised as revenue or
expense in surplus or deficit.

A financial assel and a financial liability are only offset and the net amount presented in the consolidated statement of financial
position when the economic entity currently has a legally enfarceable right to set off the recognised amounts and intends either
to settle on a net basis, or to realise the asset and setlle the liabilily simultaneously.

Recelvables from trade transactions

Receivables from exchange transactions are measured at amortised cost.

Payables from exchange transactions

Trade and other payables are measured at amortised cost.

Loans payable

Loans payable are measured at amortised cost

Cash and cash equivalents

Cash and cash equivalents comprise cash on had and demand deposils. These are inilially and subsequenlly recorded at
amortised cosl.
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1.9 Tax
Current tax assets and labilities

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the amount already paid in respect
of current and prior periods exceeds the amount due for lhose periods, the excess is recognised as an asset.

Current lax liabilities (assets) for the current and prior periods are measured at the amount expected to be paid to (recovered
from) the tax authorities, using the lax rates (and tax laws) that have been enacted or substantively enacted by the end of the
reporting period.

Tax expenses
Current and deferred taxes are recognised as income or an expense and included in surplus or deficit far the period, except
to the extent that the tax arises from:

. a transaclion or event which is recognised, in the same or a different period, to net assels; or

. a business combination.

Current tax and deferred taxes are charged or credited lo nel assets if the tax relates to items that are credited or charged, in
the same or a different period, to net assets.

1.10 Leases

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

Operating leases - lessor

Operating lease revenue is recognised as revenue on a straight-line basis over the lease term.

Income for leases is disclosed under revenue in consolidated statement of financial performance.

Operating leases - lessee

Operaling lease payments are recognised as an expense on a straight-ine basis over the lease term. The difference between
the amounls recognised as an expense and the contractual paymenis are recognised as an operating lease asset or liability.
Operaling lease asset or liability is recognised as asset or liability in the slatement of financial position.

1.11 Inventories

Inventories are inilially measured at cost except where inventories are acquired thraugh a non-exchange transaction, then their
costs are their fair value as al the date of acquisition,

Subsequently inventories are measured at the lower of cost and net realisable value.
Inventories are measured at the lower of cost and current replacement cost where lhey are held for;
« distribution at no charge or for a nominal charge; or
+  consumption in the production process of goods to be distributed at no charge or for a nominal charge.

Net realisable value is the eslimated selling price in the ordinary course of operations less the eslimated costs of completion
and the estimated costs necessary to make the sale, exchange or dislribution.

Curreni replacement cost is the cost the economic enlily incurs to acquire the assel on the reporting date,

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the
inventories to their present focation and condition.

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for
specific projecls is assigned using specific identification of the individual costs.

The cost of inventories is assigned using the weighted average cost formula, The same cost formula is used for all inventories
having a similar nalure and use lo the economic entity.
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1.11 Inventories (continued)

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

1.12 Impalrment of cash-generating assets

Cash-generaling assets are those assets held by the econamic entity with the primary objective of generating a commercial
return. An asset generates a commercial retumn when il is deployed in a manner consistent with that adopted by a profit-
oriented entity.

Recoverable amount of an asset ar a cash-generating unit is the higher ils fair value less cosls to sell and its value in use,

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

The economic entity assesses al each reporting date whether there is any indication thal a cash-generating asset may be
impaired. If any such indication exists, the economic entily estimates the recoverable amount of the assel.

Irespective of whether here is any indication of impairment, the economic entily also test a cash-generaling intangible asset
with an indefinite useful life or a cash-generaling intangible asset not yet available for use for impairment annually by
comparing its carrying amount with ils recoverable amount. This impairment test is performed at the same time every year. If
an intangible asset was initially recoanised during the current reporting peried, that intangible asset was tested for impairment
befare the end of the current reporting period.

Value in use

Value in use of a cash-generaling asset is the present value of the estimated fulure cash flows expected to be derived from the
conlinuing use of an asset and from its disposal at the end of iis useful life.

When estimating the value in use of an asset, the economic entity estimates the future cash inflows and outflows to be derived
from continuing use of the asset and from its ullimate disposal and the economic entity applies the approprniate discount rate to
those future cash flows.

Basis for estimates of future cash flows

In measuring valug in use lhe economic entity:

+  base cash flow projections on reasonable and suppartable assumptions that represent management's best eslimate
of the range of economic conditions that will exist over the remaining useful life of the asset. Greater weight is given
to external evidence;

+  base cash flow projections an the most recent approved financial budgetsiforecasts, but excludes any eslimated
future cash inflows or outflows expected to arise from future restructuring’s or from improving or enhancing the
assel's performance. Projections based on fhese budgets/forecasts covers a maximum period of five years, unless a
langer period can be justified; and

. eslimate cash flow projections beyond the period covered by the most recenl budgets/forecasls by extrapolaling the
projections based on the budgets/forecasts using a steady or declining growth rate for subsequent years, unless an
increasing rate can be justified. This growth rate does not exceed the long-term average growth rate for the
products, industries, or country or countries in which the entity operates, or for the market in which the asset is used,
unless a higher rate can be justified,

20



Umkhanyakude District Municipality and its Municipal entity

Consalidated Annual Financial Statements for the year ended 30 June 2018

Accounting Policies

1.12 Impairment of cash-generating assets (continued)
Composition of estimates of future cash flows

Estimates of future cash flows include:

. projections of cash inflows from the continuing use of the asset;

. projections of cash outflows that are necessarily incurred 10 generate the cash inflows from continuing use of the
assel (including cash outflows to prepare the asset for use) and can be directly atiributed, or allocated on a
reasonable and consistent basis, to the asset; and

. net cash flows, if any, to be received (or paid) for the disposal of the asset at the end of its useful life.

Estimates of future cash flows exclude:
. cash inflows or outflows from financing aclivities; and
*  income tax receipts or payments.

The eslimate of net cash flows to be received {or paid) for the disposal of an asset at the end of ils useful life is the amount that
the economic entity expects to oblain from the disposal of the asset in an arm’s length transaction between knowledgeable,
willing parties, after deducting the estimaled costs of disposal.

Discount rate

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

Recognition and measurement (individual asset)

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

An impaiment loss is recognised immediately in surplus or deficit,
Any impairment loss of a revalued cash-generaling assel is treated as a revaluation decrease.

When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating asset to which it
relates, the economic entity recognises a liability only to the extent that is a requirement in the Standard of GRAP.

After the recognition of an impairment loss, the depreciation {amoriisation) charge for the cash-generating asset is adjusted in
future periods to allocate Ihe cash-generating assel's revised carrying amount, less its residual value (if any), on a systematic
basis over its remaining useful life,
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1.12 Impairment of cash-generating assets (continued}
Reversal of impairment loss

The economic entity assess at each reporling date whether there is any indication that an impairment loss recognised in prior
periods for a cash-generaling asset may no longer exist or may have decreased. {f any such indication exists, the entity
eslimates the recoverable amount of that asset.

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

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

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

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

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

the fower of:
. its recoverable amount (if determinable); and
. the carrying amount that would have been detemmined (net of amortisation or depreciation} had no impairment loss
been recognised for the asset in prior periods.

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

1.13 Impairment of non-cash-generating assets

Cash-generating assets are assels managed with the objective of generating a commercial return. An asset generates a
commercial return when it is deployed in a manner consistent with that adopled by a profit-oriented entity.

Non-cash-generating assets are assels other than cash-generating assels,
Identification
When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired.

The economic entity assesses at each reporling date whether there is any indication that a non-cash-generating asset may be
impaired. If any such indication exists, the economic enlity estimates the recoverable service amount of the asset.

Irrespective of whether there is any indication of impairment, lhe entity also test a noen-cash-generating intangible asset with an
indefinite useful life or a non-cash-generating inlangible asset not yet available for use for impairment annually by comparing its
carrying amount with its recoverable service amount. This impairment test is performed at the same time every year. If an
intangible asset was initially recognised during the current reporting period, that intangible asset was lested for impairment
before the end of the current reporting period.
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1.13 Impairment of non-cash-generating assets (continued)
Recognition and measurement

If the recoverable service amount of a non-cash-generaling asset is less than its camying amount, the carrying amount of the
asset Is reduced to its recoverable service amount. This reduction is an impairment loss.

An impairment loss is recognised immediately in surplus or deficit.

When the amount estimated for an impairment loss is greater than the carrying amount of the non-cash-generating asset to
which it relates, the economic entity recognises a liability only to the extent that is a requirement in the Standards of GRAP.

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

Reversal of an impalrment loss

The economic entity assess at each reporling date whelher there is any indication that an impaimment loss recognised in prior
periods for a non-cash-generaling asset may no longer exist or may have decreased. If any such indication exists, the
economic entity estimates the recoverable service amount of that assel.

An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there has been a change in the
estimales used to determine the asset's recoverable service amount since the last impairment loss was recognised. The
carrying amount of the asset is increased to ils recoverable service amount. The increase is a reversal of an impairment loss.
The increased carrying amount of an asset atlributable to a reversal of an impairment loss does not exceed the carmying
amount thal would have been determined (net of depreciation or amortisation) had ne impaimment loss been recognised for the
assel in prior periods.

A reversal of an impaimment loss for a non-cash-generaling asset is recognised immediately in surplus or deficit.

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

1.14 Employee benefits

Short-term employee benefits

The cost of short-term employee benefits, (those payabte within 12 months after the service is rendered, such as paid vacation
leave and sick leave, bonuses, and non-monetary benefils such as medical care), are recognised in the period in which the
service is rendered and are not discounted.

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

The expected cost of surplus sharing and bonus payments is recognised as an expense when there is a legal or construclive
obligation to make such payments as a result of past performance.

Defined contribution plans
Paymenis to defined contribution retirement benefit plans are charged as an expense as they fall due.
Payments made to induslry-managed (or state ptans) retirement benefit schemes are dealt with as defined contribution plans

where the economic entity's obligation under the schemes is equivalent to those arising in a defined contribulion retirement
benefit plan.
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1.14 Employee benefits (continued)
Pension Obligations

Umkhanyakude Dislrict Council and its employees contribute to the Natal Joint Municipal Pension Fund, Kwazulu-Natal Joint
Municipal Provident Fund and GEPF which provides retirement benefits to such employees. The retirement benefit plan is
subject to the rules and regulations prescribed by the Local Government Superannuation Ordinance, 1973 {Ordinance No.24 of
1973) and in accordance wilh the requirements of the Pension Fund Act, 1956 Current contributions are charged against
operating income an ihe basis of current service costs.

1.15 Provisions and contingencies

Provisions are recognised when:
. the economic entity has a present obligation as a result of a past event,
. it is probable that an outflow of resources embadying economic benefits or service potential will be required to
seltle the cbligation; and
« areliable estimate can be made of the obligation.

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

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

The discount rale is a pre-tax rate that reflects current markel assessments of the time value of money and the risks specific lo
the liability.

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

Where discaunting is used, ihe carrying amount of a provision increases in each period lo reflect the passage of lime. This
increase is recognised as an inlerest expense.

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

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

1.16 Commitments

Commitment is referred to as the intention to commit 1o an outflow from the municipality’s resources embodying economic
benefits. Generally, a commitmenl arises when a decision is made to incur a liability in the form of a purchase conltract (or
similar documentation). Such a contractual commitment would be accompanied by, but not limited to, aclions laken to
delermine the amount of the eveniual resource outflow or a reliable estimate e.g. a quole, and conditions to be satisfied to
establish an obligation e.g. delivery schedules.

ltems are classified as commitments when an entity has committed itself to future transactions that will normally result in the
autflow of cash.

Disclosures are required in respect of unrecognised contractual commitments.

These preconditions ensure that the information relating to commitments is relevant and capable of reliable measurement. A
municipality may enter into a contracl on or before the reporting date for expenditure over subsequent accounling periods e.9.
a contract for construction of infrastructure assels, the purchase of major items of plant and equipment or significant
consultancy contracts. In these events, a commitment exists at the reporting date as the municipality has contracled for
expenditure but work has not commenced and no payments have been made.

Commitments for which disclosure is necessary to achieve a fair presentation should be disclosed in a note to the consolidated
financial statements, if both the following criteria are met:
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1.16 Commitments (continued)
«  Conlracts should be non-cancelable or only cancelable at significant cost (for example, contracts for computer or
building maintenance services); and
= Conlracts should relate lo something other than the routine, steady, state business of the entity ~ therefore salary
commitments relating to employment contracts or social security benefit commitments are excluded.

1.17 Revenue from exchange transactions

Revenue is the gross inflow of economic benefils or service potential during the reporting period when those inflows resultin an
increase in net assets.

An exchange transaction is one in which the municipalily receives assels or services, or has liabilities extinguished, and directly
gives approximately equal value (primarily in the form of goods, services or use of assels) ta the other party in exchange.

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

Measurement

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

Rendering of services

When the outcome of a transaction involving the rendering of services can be eslimated reliably, revenue associated with
the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The oulcome
of a transaction can be eslimated reliably when all the following conditions are satisfied:

«  the amount of revenue can be measured reliably;

. it is probable that ihe economic benefits or service potential assoctated with the transaction will flow to the

economic enlity;
. the stage of complelion of the lransaction at the reporling date can be measured reliably; and
. the costs incurred for the transaction and the costs to complete the transaction can be measured reliably.

When services are performed by an indeterminate number of acts over a specified lime frame, revenue is recognised on a
straight line basis over the specified lime frame unless there is evidence that some other method better represents the stage of
completion, When a specific act is much more significant than any other acts, the recognition of revenue is postponed until the
significant act is executed.

When the outcome of (he transaction involving the rendering of services cannot be estimated reliably, revenue is recognised
only to the extent of the expenses recognised (hal are recoverable.

Service revenue comprises of eleciricily, water and sewer and is recognised based on consumption by consumers. Service
revenue from prepaid electricily is recognised based on eleclricily purchase by consumers. .

1.18 Revenue from non-exchange transactlons

Non-exchange transactions are defined as fransactions where the enlity receives value from another endity without directly
giving approximately equal value in exchange.

Revenue is the gross inflow of economic benefils or service patential during the reporting period when those inflows result in an
increase in net assels, other than increases relating to contribulions from owners.
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1.18 Revenue from non-exchange transactions (continued)

Conditions on transfermed assets are stipulations that specify that the future economic benefits or service potential embodied in
the asset is required to be consumed by the recipient as specified or future economic benefils or service polential must be
retumned to the transferor.

Contral of an asset arises when the economic entily can use or otherwise benefil from the assel in pursuit of its objeclives and
can exclude or otherwise regulate the access of others lo that benefit.Non-exchange transactions are defined as transaclions
where the economic entity receives value from another entily without direclly giving approximately equal value in exchange.

Transfers are inflows of fulure economic benefits or service potential from non-exchange transactions, other than taxes.

Recogniltion

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to the extent
that a liability is also recognised in respect of the same inflow.

As the economic entity satisfies a present obligation recognised as a liability in respect of an inflow of resources from a non-
exchange transaction recognised as an asset, it reduces the carrying amount of the liability recognised and recognises an
amount of revenue equal to that reduction.

Measurement

Revenue is measured at the fair value of the consideration received or receivable, net of lrade discounts and volume rebates.
When, as a result of a non-exchange transaction, the economic enfity recognises an assel, it also recognises revenue
equivalent to the amount of the assel measured at ils fair value as at the date of acquisition, unless it is also required to
recognise a liability. Where a liability is required to be recognised it will be measured as the best estimale of lhe amount
required to settle the obligalion at ihe reporting date, and the amount of the increase in net assets, if any, recognised as

revenue. When a liability is subsequently reduced, because the taxable event occurs or a candition is satisfied, the amount of
the reduction in the liahility is recognised as revenue.

1.19 Interest Income

Investment income is recognised on a time-propartion basis using the effective interest method.

1.20 Borrowing costs

Borrowing costs are interest and other expenses incuired by an entity in connection with the borrowing of funds.
Borrowing cosls are recognised as an expense in the period in which they are incurred.

1.21 Gomparative figures

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year.
1.22 Unauthorised expenditure

“Unauthorised expenditure®, in refation to a municipality or municipal entity, means any expendilure incurred by a ecanomic
entity otherwise than in accordance with section 15 or 11(3) of MFMA, and includes-

overspending of the total amount appropriated in the municipality’s approved budget;

overspending of the tolal amount appropriated for a vote in the approved budget;

expenditure from a vote unrelaled to the depariment or functional area cavered by the vote;

expenditure of monay appropriated for a specific purpose. olherwise than for that specific purpose; or

spending of an allocation referred to in paragraph (b). ( ¢, ) or (d) of the definition of “allocation” otherwise than in
accordance with any condilions of the allocation;

All expenditure relaling to unautherised expenditure is recognised as an expense in the stalement of financial performance in
the year thal the expendilure was incurred. The expenditure is classified in accordance with the nature of the expense, and
where recovered, it is subsequenlly accounted for as revenue in the stalement of financial performance.
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1.23 Fruitless and wasteful expenditure

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been
exercised.

All expenditure relating to fruilless and wasteful expenditure is recognised as an expense in the consolidated statement of
financial performance in the year that the expenditure was incurred. The expendilure is classified in accordance with the nature
of the expense, and where recovered, it is subsequently accounted for as revenue in the consolidated statement of financial
performance.

1.24 Irregular expenditure

Irregular expenditure in relation to a municipality or municipal entity, means -

. expendilure incurred by a municipalily or municipal entity in contravention of, or that is not in accardance with, a
requirement of MFMA, and which has not been condoned in terms of seclion 170 of that Act;

»  expendilure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a
requirement of the Municipal Systems Act, and which has not been condoned in terms of that Act;

«  expendilure incurred by a municipafily in contravention of, or that is nol in accordance wilh, a requirement of the
Public Office-Bearers Act, 1998 (Act 30 No. 20 of 1998}, or

»  expenditure incurred by a municipality or municipal enlily in contravention of, or that is not in accordance with, a
requirement of the supply chain management policy of the municipality or enlily or any municipality's by-laws giving
effect to such policy, and which has not been condoned in terms of such policy or by-law,

but excludes expenditure by a municipality which falls within the definition of “unauthorised expenditure.”

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

Where irregular expenditure was incurred in the previous financial year and is onty candoned in the following financial year, the
register and the disclosure note to the financial statements must be updated wilh the amount condoned.

Irregutar expenditure that was incurred and identified during the current financial year and which was not condoned by the
National Treasury or the relevant authority must be recorded appropriately in the irregular expendilure register. 1f liabitity for the
irregular expenditure can be atiributed to a person, a debt account must be created if such a person is liable in law. Immediate
steps must thereafler be taken to recover the amount from the person concerned. If recovery is not possible, the accounting
officer or accounting autherity may write off the amount as debt impairment and disclose such in the relevant nole lo the
financial statements. The irregular expendilure register must also be updated accordingly. if the irregular expenditure has nol
been condoned and no person is liable in law, the expenditure related thereto must remain against the relevant
programmefexpenditure item, be disclosed as such In the note to the financial statements and updated accordingly in the
irregular expenditure register.

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

1.25 Use of estimates

The preparation of consolidated annual financial statements in canformity with Standards of GRAP requires the use of certain
critical accounting estimates, It also requires management to exercise its judgement in the process of applying the economic
entity's

accounting palicies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and
eslimates are significant to the consolidaled annual financial statements are disclosed in the relevanl sections of the
consolidated annual financial statements. Although these estimates are based on managament’s best knowledge of current
evenls and actions they may underlake in the fulure, actual results ultimately may differ from those estimates.

27



Umkhanyakude District Municipality and its Municipal entity

Consolidated Annual Financial Statements for the year ended 30 June 2018

Accounting Policies

1.26 Expenditure

Expenses are decreases in economic benefits or service potential during the reporting period in the form of outitows or
consumption of assets or incurrence of liabilities that result in decreases in net assels.

Where an outflow of economic benefits does not result in future benefits, it is disclosed as fruitless and wasteful expenditure.
The point at which an expense is recognised is dependent on the nature of the transaclion or other event that gives rise to the
expense. Where future economic benefits are consumed immediately or soon after acquisition, for example, repairs and
maintenance expendilure, bulk purchases and general expenses, the expense is recognised in the reporting period in which
the acquisition of the future economic benefit occurs, Where fulure economic benefits are expected to be consumed over
several reporting periods e.g. non-current assets, expenses (depreciation) is allocated systematically to the reporting period
during which the future economic benefits are expected to be consumed; where expendilure produces no future ecenomic
benefils e.g. fines paid, an expense is recognised immediately, and where a liabilily is incurred without the recognition of an
assel an expense is recognised simultanecusly with the recognition of the liability.

Generally, expenses are accounted for on an accrual basis at fair value. Under the accrual basis of accounling expenses are
recognised when incurred usually when goods are received or services are consumed. This may not be when the goods or
services are actually paid for. Fair value is the amount for which an asset could be exchanged or a liability seltled between
knowledgeable willing pariies in an arm's length transaction.

Major expenses include:
«  Write downs of inventory and decreases in fair values of financial instruments classified as held at fair value;
. Losses on the disposal of non-current assets are reported separalely from expenses in the Stalement of Financial

Performance;

. Repairs and Maintenance - inclusive of repairs and maintenance to buildings, infrastructure assets, motor vehicles
and sports and recreational facilities;

= Bulk purchases - expenditure on the procurement of bulk water and eleclricity;

«  Contracted services — included are debt collection costs, data cleansing cosls, service level agreement costs,
property valuation roll and asset register verification costs, sofiware supporl cosls and security services costs.

- Transfers and granls which relate to expendilure pertaining to free basic services; and

. General Expenses which constitute several expense items which are not individually significant.

Offsetting

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

1,27 Consumer deposits

Consumer deposits represents security held by the municipality in respect of new consumer accounts opened. Once
application for conneclion of services are made consumers are required ta pay a nominal fee which is recognised as a
Consumer deposil.

Consumer deposits are recognised at their nominal or carrying value.

Upan closure of a consumer’s account lhe deposil is subsequenily refunded by the economic entily to the consumer.

1.28 Offsetting

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

1.29 Budget information

Economic Entity are typically subject to budgetary limits in the form of appropriations or budget authorisation (or equivalent},
which is given effect through authorising legislation, appropriation or similar.

General purpose financial reporting by economic enlily shall provide information on whether resources were obtained and used
in accordance with the legally adopted budget.

The approved budget is prepared on a accrual basis and presented by economic classification linked to performance culcome
objeclives.
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1,29 Budget information (continued)
The approved budget covers the fiscal period from 2016/07/01 to 2017/06/30.

The consolidated annual financial statements and the budget are on the same basis of accounting therefore a comparison with
the budgeted amounts for the reporing period have been included in the Statement of comparison of budgel and actual
amounts.

Comparative information is nol required.
1.30 Related parties

The economic entity operates in an economic sector currently dominated by entities directly or indirectly owned by the South
African Government. As a consequence of the constitulional independence of the three spheres of government in South Africa,
only entities within the national sphere of government are considered to be relaled parties.

A related parly is a person or an municipality with the ability to control or jointly control the other party, or exercise significant
influence over the other party, or vice versa, or an entity that is subject to common control, or joint control,

Management are those persons responsible for planning, directing and cantrolling the activilies of the economic enfity,
including those charged with the governance of the economic entily in accordance with legislation, in inslances where they are
required to perform such funclions.

Close members of the family of a person are considered to be those family members wha may be expected lo influence, or be
influenced by, that management in Ltheir dealings with the economic entity.

A related party transaction is a transfer of resaurces, services or obligations between the reporting economic entity and a
related party, regardless of whether a price is charged.

1.31 Events after reporting date

Events after reporiing dale are those events, both favourable and unfavourable, that occur between the reporiing dale and the
date when the financial statements are authorised for issue. Two types of events can be identified.
. those that provide evidence of conditions that existed at the reporting date (adjusting evenls after the reporting date);

and
- those that are indicative of conditions thal arose after the reporting date (non-adjusting events after the reporting

date}.

The economic entity will adjust the amount recognised in the consalidated financial statements to reflect adjusting events after
the reporting date once the eveni occurred,

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

1.32 Changes accounting estimates and Judgements

The economic entity makes estimates and assumptions conceming the future, The resulting accounting eslimates will, by
definition, seldom equal the related actual results. Estimales and judgements are continually evalualed and are based on
hislorical experience and ather factors, including expectations of future events that are believed to be reasonable under the

circumstances. The estimates and assumptions that have significant risk of causing a material adjustment to the carrying
amounls of assets and liabilities within the nex! financial year are discussed below.

Assets Useful Lives

Plant and equipment is depreciated over ils useful life. The actual useful lives of the assels are assessed annually and vary
depending on a number of factors. In reassessing the assets’ useful lives, faclors such as technological innovation and
maintenance programmes are taken into account.

1.33 VAT

The Municipality is a registered VAT vendor and accounts for declaration and submission of VAT relurns on a cash basis.
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1.33 VAT {continued}

VAT as disclosed in the annual financial statements have been prepared on the accrual basis.
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Economic entity Controlling entity

Figures in Rand 2018 2017 2018 2017

2. New standards and Interpretations
24 Standards and interpretations issued, but not yet effective

The economic entity has not applied the following standards and interpretations, which have been published and are
mandatory for the econamic entity's accounling perieds beginning on or after 01 July 20118 or later periods:

Standard/ Interpretation: Effective date:
Years beginning on or
after

*«  GRAP 18: Segment Reporling 1 April 2020.

s GRAP 20: Related party disclosures 1 April 2019.

. GRAP 32: Service Concession Arrangement: Grantor 1 April 2019.

+  GRAP 34: Separate Financial Statements No effective date.
+  GRAP 35: Consolidated Financial stalements No effective date.
. GRAP 236: Investments in Associates and Joint Ventures No effective date.
«  GRAP 37: Joint Arangements No effective date.
. GRAP 38 : Disclosure of interest in other entities No effective dale.
«  GRAP 108 : Statutory receivables No effective date.
«  Additional text

. GRAP 109: Accounting by Principals and Agents 1 April 2019.

. GRAP 110 : Living and Non-Living Resources 1 April 2020.

+ IGRAP 17. Service Concassion Arrangement Where a No effective date.

Granlor Controls a Significant Residual Interest in an Asset Service
Concession Arrangement
« IGRAP 18: Recognition and Derecognition of Land 1 April 2019.
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Economic entily

Controlling entity

Figures in Rand 2018 2017 2018 2017

3. Inventories

Materials 107422789 111779144 107 422789 111779 144

Water 1 658 760 1026 231 1 658 760 1026 231

Water meters 12 040 360 12 040 360 12 040 360 12 (40 360
121421909 124845736 121121909 124845735

Inventory is carried at its original cost.

Inventory pipes to the value of R336 653 were used for sewer connection and the total value was capitalised to infrastructure

assets, The other movement of R4 019 703 was unaccounted for and was recognised as expense.

4, Receivables from exchange transactions

Gross balances
Electricily

Water

Sewerage

WSSA debtors
Department of education

Less: Allowance for impairment
Allowance for impaiment - Service charges

Net balance
Receivables from exchange transaclions

Department of education
Current {0 -30 days}

31 - 60 days

61 - 90 days

91 - 120 days

>120 days

Electricity

Current (0 -30 days}
31 - 60 days

61 - 90 days

91 - 120 days

>120 days

Water

Current (0 -30 days)
31 -60days

61 - 90 days

91 - 120 days

>120 days

14439192 21954072 14439192 21954072
39307011 117049999 39307011 117 049 999
43080893 44263310 43080893 44263 310
6 948 586 3219169 6 948 536 3219169
1776165 7933 061 - -
106 651 847 1944198611 103775682 186 4886 550

{60 090 193) (130622 099)

(60 090 193) (130 622 099}

45461654 63797512 43685489 55864 451
- 2840280 - -

- 2334030 - -

- 530 929 - -

- 2227823 - -

1776 165 - - -
1776165 7923 062 . -
440 440 98 795 440 440 98 795
335 965 166 851 335 965 166 851
208 801 182 219 208 801 182 219
541 355 81 230 541 355 81230
12912631 21424977 12912631 21424977
14439192 21954072 14438192 21954 072
1108 708 515531 1108708 515 531
845 716 870 675 845716 870 675
525 608 950 869 525 608 950 869
952 805 423 881 952 805 423 881
35874 174 114289043 35874 174 114289043
39307 011 117049999 39307 011 117 049 999
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Economic entity

Controlling entity

Figures in Rand 2018 2017 2018 2017

4. Receivables from exchange transactions {continued)

Sewerage

Current (0 -30 days) 1329 0914 200 950 1329091 200 950

31-60days 1013823 339381 1013823 339 381

61 - 90 days 630 086 370 640 630 086 370 640

91 - 120 days 1142 199 165 225 1142 199 165 225

>120 days 38965604 43187 114 38965694 43 187 114
43080893 44263310 43080893 44 263 310
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Economic entity

Controlling entity

Figures in Rand 2018 2017 2018 2017
4. Recelvables from exchange transactions (continued)
Summary of debtors by customer classification
Consumers
Current (0 -30 days) 701 376 339996 701 376 339 996
31 - 60 days 541 633 517 695 541633 517 695
61 - 90 days 109 667 663 532 109 667 863 532
91 - 120 days 1 067 002 296 531 1 067 002 296 531
>120 days 61003077 139516993 61003077 139516993
63422755 141334747 63422755 141334747
Less: Allowance for impairment (49 295 509} (112969 766) (49 295 509) (112 969 766)
14 127 246 28 364 981 14127 246 28 364 981
Commercial
Cuirenl (0 -30 days) 1 153 649 299 749 1153 649 299 749
31 - 60 days 1058 998 644 949 1 058 998 644 949
61 - 90 days 632 174 520 711 632 174 520 711
91 - 120 days 1271777 283 944 1271777 283 944
>120 days 18124509 27865460 18124509 27 865460
22241107 29614813 22241107 29614813
Less: Allowance for impairment (10 794 685) (16 879912) (10794 685) (16 879912)
11446 422 12734 801 11446422 12734 901
National and provincial government
Current (¢ -30 days) 1089 682 3025782 1089 682 185 502
31 - 60 days 660 240 2 553 250 660 240 219 220
61 - 90 days 622 416 847 591 622 416 316 666
91 - 120 days 2178 410 2321903 2178 410 94 080
>§20 days G 612 486 9733 911 6 612 486 9733911
11163234 18482437 11163234 108649379
Total
Cuirent (0 -30 days) 2 878 239 3665528 2 §78 239 825 248
31 -60 days 2 195 504 3715894 2 195 504 1381 864
61 - 80 days 1 364 258 2031838 1 364 495 1 500 909
a1 - 120 days 2636 359 24902 377 2 636 359 674 554
>120 days 84341534 175181587 84341534 175181 587
93415894 187497224 93416131 179564 162
Add: Credit balance debtors 3410965 3703219 3410965 3703219
Add: WSSA debtors G 948 586 3219169 6 948 586 3219 169
103775445 194419612 103775682 186 486 550
Less: Allowance for Impairment
91 - 120 days (141 483) (130 315) (141 483) (130 315)
>120 days (59 948 300) (130 491 784) (50 948 300) (130 491 784)

Reconciliation of allowance for impalrment

Balance al beginning of the year
Confributions to allowance

(60 088 783) (130 622 099)

(60 089 783) (130 622 099)

(130 622 099) (125 359 299}
70531 906 (5 262 800)

(130 622 099) (125 359 299}
70 531 906 (5 262 800)

{60 080 193) (130 622 099)

(60 090 193) (130 622 099)
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Economic entity

Controlling entity

Figures in Rand 2018 2017 2018 2017

6. Other recelvables from exchange transactions

Other debtors 6 685 279 8 554 956 6 685 279 8 554 956

6. VAT receivable

The VAT recelvable balance is comprised of:

Input VAT claimed through VAT 201 relumns 31 149 152 51 966 698 26 929 663 51062 763

Undeclared VAT outpul (10984 105) (9663 206) (10984 105) (9 663 206)

Unclaimed VAT input 16530896 20673748 16530896 20673 748
36695943 62977 240 32 476 454 62 073 305

7. Cash and cash equivalents

Cash and cash equivalents cansist of:

Cash on hand 53 1005 - -

Bank batances 63751335 35729333 6122599 33 565 539

Call account balances 1077 103 1019 360 1 069 557 1012 197
64 828 491 36 749 698 62 295 548 34 877 736
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7. Cash and cash equivalents {continued)

The munlcipality and its municlpal entity had the followlng bank accounts

Account number / description

Municlpality Accounts

First National Bank -

Demand depaosit - 62092993809
First National Bank -

Demand deposit - 62027696478
First National Bank -

Primary Account: 62026865321
ABSA Bank - 40-5310-7423
Ithala Bank -

Club Account 23247671

ABSA Bank -

Call Account - 91-1531-5268
First National Bank -

Money Market Account -
62263733258

First National Bank -

Business Call Account -
62309788498

ABSA Bank - Fixed deposit-
2076739152

Municipal Entity Accounts
Nedbank - Primary Cheque
Account-1029736839
Nedbank - Call Account
Cash on Hand

Total

Bank statement balances
30 June 2018 30 June 2017 30 June 2016

Cash hook balances
30 June 2018 30 June 2017 30 June 2016

8. Property, plant and equipment

Economic enlity

Land

Buildings

Infrastructure

Other property, plant and
equipment

Total

651178 619 401 587 008 651 178 619 401 587 008
97 969 94 147 90 241 97 969 94 147 90 241
52 367 266 13607 279 11 418 571 52 367 266 13607 279 11418 571
8124072 4 977 950 673798 8124 072 4 977 950 673798
636 685 614 609 580 439 636 685 614 609 580 439
385 390 361 234 13 886 098 385 390 361234 13 886 098
30 185 28 911 28 205 30185 28 911 28 205
2 803 2651 2499 2803 2 651 2499
- 14 271 554 - - 14 271 554 -
2 525 344 2163794 200 528 2 525 344 2183794 200 528
7 546 7 163 5006 781 7 546 7 163 5 006 781
- - - 53 105 -
64828438 36748693 32474168 64 828 491 36748798 32474168
2018 2017
Cost Accumulated Carrying value Cost Accumulated Carrylng value
depreclation depreciation
and and
accumulated accumulated
impalrment impalrment
1157 250 - 1 157 250 1157 250 - 1 157 250
66998243 (16053771) 50044472 93542059 (13949043) 78593016
2103689 186 (203 571 760) 1 900 117 426 1905236631 (170 661 595) 1 734 675 036
40358357 (24526283) 15832074 41328597 (25547233} 15781358

2212 203 036 (244 151 814)1 968 051 222 2 041 264 537

(210 157 877)1 831 106 660

36



Umkhanyakude District Municipality and its Municipal entity

Consolidated Annual Financial Statements for the year ended 30 June 2018

Notes to the Consolidated Annual Financial Statements

Figures in Rand 2018 2017 2018 2017
8. Property, plant and equipment {continued)
Controlling entity 2018 2017
Cost Accumulated Carrying value Cost Accumulated Carrying value
depreciation depreciation
and and
accumulated accumulated
Impairment impairment
Land 1157 250 - 1 157 250 1 157 250 - 1157 250
Buildings 66998243 (16053771) 50944472 93542059 (13949043) 79533016
Infrastructure 2075082 678 (203 434 999) 1 871 647 679 1900775944 (170661 595)1 730 114 349
Other property, plant and 39491903 (23780054) 15711849 40354788 (24863 189) 15491599

equipment
Total

2182730074

(243 268 824)1 939 461 250 2 036 830 041

(209 473 827)1 826 366 214
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Umkhanyakude District Municipality and its Municipal entity

Consolidated Annual Financial Statements for the year ended 30 June 2018

Notes to the Consolidated Annual Financial Statements

8. Property, plant and equipment (continued)

Reconciliation of Work-in-Progress Economic entity - 2017

Included Included Total
within within
Infrastructure  Building
Opening balance 582 840 104 37259023 620099 127
Additions 253792 335 2190 868 255983 203
Transferred to completled assets (237 777 437) (5361 641) (243 139078)
598 856 002 34 088 250 632 943 252
Reconciliation of Work-in-Progress Controlling entity - 2018
Included Included Total
within within
Infrastructure Buildings
Opening balance 594 394 315 34088 249 628 482 564
Additions 180 550 945 662 216 181 213 161
Projects wrilten off {6 244 210) (27 206 031) {33 450 241)
Transferred to completed assets (34031 001) (2853083) (36884084)
734 670 049 4691351 739 361 400
Reconclliation of Work-in-Progress Controlling entity - 2017
Included Included Total
within within
Infrastructure Bulldings
Opening balance 582 514 314 37259023 619773337
Additions 249 657 438 2190867 251 848 305
Transferred to compleled assels (237 777 437) (5361641) (243 139078)
594 394 315 34088 249 628 482 564

A register containing the information required by section 63 of the Municipal Finance Management Act is available for

inspection al the registered office of the municipality.
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Umkhanyakude District Municipality and its Municipal entity

Consolidaled Annual Financial Statements for the year ended 30 June 2018

Notes to the Consolidated Annual Financial Statements

9. Intangible assets

Economic entity 2018 2017
Cost Accumulated Carrying value Cost Accumulated Carrying value
amortisation amortisation
and and
accumulated accumulated
impalment impairment
Computer sofiware 768 445 {576 095) 192 350 765 746 (464 090) 301 656
Controlling entity 2018 2017
Cost Accumulated Carrylng value Cost Accumulated Carrying value
amortisation amortisation
and and
accumulated accumulated
impalrment Impalrment
Computer software 768 445 (576 095) 192 350 765 746 (464 090) 301 656

Reconciliation of intanglble assets - Economic entity - 2018

Opening Additions Amortisation Closing
balance balance
Computer software 301 6556 2699 (112 Q05) 192 350

Reconciliation of intangible assets - Economic entity - 2017

Opening Additlons  Amortisation Closing
balance balance
Compuler software 385 802 23218 (107 364) 301 656

Reconciliation of intangible assets - Controlling entity - 2018

Opening Additions  Amortisatlon Closing
balance balance
Computer software 301 656 2 699 {112 005} 192 350

Reconciliation of intangible assets - Conirolling entity - 2017

Opening Additions Amortisation Closing

balance balance

Computer software 385 802 23218 (107 364) 301656
10. Heritage assets
Economic entity 2018 2017

Cost Accumulated Carrying value Cost Accumulated Carrying value

impairment impairment
losses losses

Mayoral regalia 586 000 - 586 000 586 000 - 586 000
Conlrolling entity 2018 2017
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Umkhanyakude District Municipality and its Municipal entity

Consolidated Annual Financial Statements for the year ended 30 June 2018

Notes to the Consolidated Annual Financial Statements

10. Heritage assets {continued)

Cost Accumulated Carrylng value Cost Accumulated Carrying value
impairment impairment
losses losses
Mayoral regalia 586 000 - 586 000 586 000 - 586 000

Reconciliation of herltage assets Economic entity - 2018

Opening Closing

balance balance
Mayoral regalia 586 000 586 000
Reconciliation of heritage assets Economic entfity - 2017

Opening Closing

balance halance
Mayoral regalia 586 000 586 000
Reconciliation of heritage assets Controlling entity - 2018

Opening Closing

balance balance
Mayoral regalia 586 000 586 000
Reconclllation of heritage assets Controlling entity - 2017

Opening Closing

balance balance
Mayoral regalia 586 000 586 000

Recognition of heritage assets

The deemed cost of the mayaral chain was determined using fair value. The fair value was determined by a Corlia Luyt, an
independent jewellery designer and manufacturer, on 23 August 2016.

11. Payables from exchange transactlons

Trade payables 178 888 419 282 270971 170928537 275774 210
Umhtosinga Payables - - 9293 222 5030 158
Deblor prepayments 3410965 3703219 3410 965 3703219
Employee deductions and suspense accounts 594 085 4325170 594 085 4325170
Accruals for 13th cheque payments 3543 142 3234937 3 543 142 3234 937
Accruals for leave pay 12304953 13530026 12159899 13246954
Relentions 16921470 15605666 16921470 15605666

216 763 034 322669989 216 851 320 320920 314

12. Consumer deposlts

Consumer deposils - water 1 396 340 1377 510 1 396 340 1377 510
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Umkhanyakude District Municipality and its Municipal entity

Consolidated Annuat Financial Statements for the year ended 30 June 2018

Notes to the Consolidated Annual Financial Statements

Economic entily

Controlling entity

Figures in Rand 2018 2017 2018 2017
13. Unspent conditional grants and receipts
Unspent conditlonal grants and receipts comprises of:
Unspent conditional grants and receipts
ACIP Granl 4695 4 695 4695 4 695
CATHSETA Bursary Grant 121621 - - -
Counciltors Training 11 300 11 300 11 300 11 300
Disaster Management Grant 9120 9120 9120 9120
EDTEA Grant 6761934 6 289 012 6 880 747 -
Environmental Management Grant 405 600 405 600 405 600 405 600
Industrial Development Caorporation Grant 700 135 700 135 - -
Ingwavuma Prison Electrical Upgrade 101 506 101 506 101 506 101 506
Kwadapha 578 891 578 891 578 891 579 891
Kwazibi National Lottery Grant 122 667 122 667 122 667 122 667
Lake Tete 267 001 267 001 267 001 267 001
Mabibi National Lottery Grant 166 667 166 667 166 667 166 667
Massificalion Grant 4 172 492 4172 492 4172 492 4172 492
Mkuze Market Stalls Grant - 116 280 - -
Mkuze Re-Generation Plan Grant - 309 096 - -
Mqobela National Lottery Grant 166 666 166 666 166 666 166 666
MTN Grant 515703 515 703 - -
Municipal infrustructure Grant - 15 410 451 - 15 410 451
National Treasury ILO Grant 212 173 212173 - -
Ndumo Leamers Shelter Grant 9 441 505 9 441 505 9 441 505 9 441 505
Ndumo Market Stalls Grant - 277 310 - -
Ngodini Boarder Curve Grant 1 000 000 - 1 Q00 000 -
Nyezi Community HIV Centre 303 570 303 570 303 570 303 570
PIMMS/ NDT Operational Grant 300 300 300 300
Public Parficipation Customer Satisfaclion Survey 154 000 154 000 154 000 154 000
Rural Road & Transporl Management Grant 89 447 - 89 447 -
Wasle Management Grant 145 566 145 566 145 566 145 566
Umkhombe Tours 908 690 908 690 908 690 908 690
Waler Services Infrusiructure Grant - 32205315 - 32205315
26 361249 72995711 24930430 64 576 002
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Umkhanyakude District Municipality and its Municipal entity

Consolidated Annual Financial Statements for the year ended 30 June 2018

Notes to the Consolidated Annual Financial Statements

Economic entity Controlling entity
Figures in Rand 2018 2017 2018 2017

14. Defined benefit plan Obligation
Reconcillation of defined benefit plan obligation - Economlc entity - 2018
Opening Service cost Interest cost Benefits paid Actuarlal loss  Closing

Balance balance
Long service awards 7 046 000 769 000 737 000 (526 047) 297 047 8 323 000

Reconciliation of deflned benefit plan obligation - Economic entity - 2017

Opening Service cost Interest cost Benefits paid  Actuarial Closing
Balance gains balance
Long service awards 6 169 000 817 000 649 000 (464 295) {124 705) 7 046 000

Reconclllation of defined benefit plan obligation - Controlling entlty - 2018

Opening Service cost Interest cost Benefits paid Actuarlalloss  Closing
Balance balance
Leng service awards 7 046 000 769 000 737 000 (526 047} 297 047 8323 000

Reconcillation of defined benefit plan obligation - Controlling entity - 2017

Opening Service cost Interest cost Benefits paid  Actuarlal Closing
Balance gains balance
Long service awards 6 169 000 817 000 649 000 (464 295) {124 705) 7 046 000

Defined benefit plan obligation disclosed In the
Statement of Financlal

Posltion as:
Non-current liabilities 7027 000 6512 000 7 027 000 6512 000
Current liabilities 1296 000 534 000 1 296 000 534 000

8323 000 7 046 000 8323 000 7 046 000
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Notes to the Consolidated Annual Financial Statements

Economic entity Controlling entity

Figures in Rand 2018 2017 2018 2017

14, Defined benefit ptan Obligation (continued)
Long service awards
Membership Data

As at 30 June 2018, the number of members entilled to receive long service leave awards from the Municipality were:

Gender Number of aclive Salary weighted Weighted Average.
employees average age pasl service
{Years) (Years)
Male 184 43,92 9.56
Female 101 41.30 9.56
Total 285,

Long service awards Liabilities

Long service benefits are awarded in the form of a number of leave days awarded once an employee has completed a ceriain
number of years in service. Awarded leave days are converied to a percentage of annual safary by assuming there are 250
working days per year. The expected value of each employee’s long service award is projected to the next interval by alfowing
for future salary growth.

The calculated award values are then discounted at the assumed discount interest rate to the date of calculation. The nominal
and real zero curves as at 30 June 2018 supplied by the JSE were used to determine the discounted rates and CPI
assumptions. As reflected below, the average age for mortality, retirements and withdrawals from service were also
considered.

The accrued liability is determined on the basis that each employee's long service benefit accrues uniformly over the working
life of an employee up to the end of the interval at which the benefit becomes payable. It is further assumed that the current
policy for awarding long service awards remains unchanged in the future.

The table below reflects a summary of the benefit policy:

Completed Total long service benefit Formuia used lo calculate
years awards Total long service benefit award
of service (% of annual salary)

10 4% {10/250)*Annual salary

15 8% {20/250)*Annual salary
20,25,30,35,40 and 45 12% (30/250Y*Annual salary
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Consolidated Annual Financial Stalements for the year ended 30 June 2018

Notes to the Consolidated Annual Financial Statements

Economic entity

Controlling entity

Figures in Rand 2018 2017

2018 2017

14. Defined benefit plan Obllgation (continued)

Valualion Assumptions - Assumed value Assumed value

Key Financial Varniables 30 June 2018 30 June 2017

Discount rate Yield Curve Yield Curve

CPI (Consumer Price Inflation) Difference between Difference between
nominal and real nominal and real
yield curve** yield curve**

Nomnal salary increase CPl + 1% 6%

Net Effective Discount Rate Yield Curve Yield Curve
Based Based

Average retirement age for all active employees 63 63

Mortality before retirement SA 85-90 SA 85-80.

The table below sets out the assumed rates of withdrawal from services:

Age band Males Females

Age 20 -24 16% 24%

Age 25-29 12% 18%

Age 30 -34 10% 15%

Age 35-39 8% 10%

Age 40 - 44 6% 6%

Age 45 - 49 4% 4%

Age 50 - 54 2% 2%

Age 55 -59 1% 1%

Age 60+ 0% 0%.

Valuation of assets
As at the valuation dale, the long service leave liability award of the economic entity was unfunded, i.e. no dedicated assets

have been set aside to meet this liability.

Amounts recognised in the Statement of Financial
Position
Accrued defined benefit obligation 8 323 000 7 046 000 8323 000 7 046 000

Reconcillation of accrued defined benefit

obligation:

Long service awards

Accrued liability as at preceding valuation date 7 046 000 6 169 000 7 046 000 6 169 000
Current service cost 769 000 817 000 769 000 817 000
Interest cosl 737 000 649 000 737 000 649 000
Benefits paid (526 047) (464 295) (526 047) (464 295)
Actuarial (gain)/loss 297 047 (124 705) 297 047 {124 705)
Bafance at year end 8 323 000 7046 000 8 323 000 7 046 000

Net amounts recognised in Statement of Financlal

Performance

Current service cost 769 000 817 000 769 000 817 000
Interest cost 737 000 649000 737 000 649 000
Benefils paid (526 047} (464 295) {526 047) (464 295}
Actuarial gain/(loss) 297 047 (124 705) 297 047 {124 705}

1277 000 877 000 1277 000 877 000
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Economic entity Controlting entity

Figures in Rand 2018 2017 2018 2017
15. Non-current loans
Development Bank of Southern Africa Loans
MNon-current portion of borrowings 5355 931 6 207 357 5 355931 6 207 357
Current portion of borrowings (including interest 986 127 1003 312 986 127 1003 312
accrual)

6 342 058 7 210 669 6 342 058 7 210 669
DBSA

The municipality received two (2) loans from Development Bank of Southern Africa (DBSA) to fund the conslruction of the
municipat buildings, The interest rates per each lean are as follows:

Loan 61000800, fixed interest rate at 6.75%
Loan 61000191, semi- floating interest rate. Interest reference is 6 Month Jibar (current base interest plus the margin).

Loan repayments are due bi-annually (i.e. on 31 March and 30 September each calendar year) with the final redemption date
being 30 September 2025.

16. Long term Trade and other payables
At amortised cost

Trade and other payables 22 154 396 - 22 154 396 -
36 equal monthly instalments, 5% interest

Barzani Development (Pty) Ltd

During the 2018 financial year, the municipality enlered into a settlement agreement with Barzani Development (Pty) Ltd in
which the amount of R 32 429 5978 owing lo Barzani will be repaid in 36 equal monthly instalments. The amount {R22 154
396) payable to Barzani after 12 months was reclassified from current liabilities to non current liabililies and the batance of
(R10 275 202 is included in trade and other payables as current liabilities (Refer ta note 11). The full amount carries an
effective interest of 5%.

17. Service charges

Sale of electricily 6141212 5262 044 6141 212 5262 044
Sale of water 23941538 13771141 23941538 13771141
Sewerage and sanitation charges 705 960 508 499 705 960 508 499

30788710 19541684 30788710 19 6541 684

18. Rental of facilitles and equipment

Facllities and equipment
Rental of facilities 208 830 56 310 208 830 56 310

18, Investment revenue

Interest income
Intereslt on investment balances 4 276 622 2402 904 4 260 086 2213099
Interest on other bank balances 2681 544 2902 114 2 681 544 2902 114

6 958 166 5305 018 6 941 630 5115 213
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Notes to the Consolidated Annual Financial Statements

Ecanomic entity

Controlling entity

Figures in Rand 2018 2017 2018 2017
20. Other income
Airport fees 84 506 69 513 - -
Commission 35 550 - 35550 -
Connection fees 48 675 21723 48 675 21723
Depariment of Water and Sanitation refund - 11 666 297 - 11666 297
Donations Income 6 750 000 4173 393 6 750 000 4173 393
Fines and penallies 18 450 - 18 450 -
Gains on sale of assels 440 215 - 440 215 -
Refund from SETA 268 037 - 268 037 -
Sale of tender documents 63 828 198 866 63 828 171 234
Sundry revenue - 116 000 - 16 000
7709261 16 245 792 7624 756 16 048 647
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Umkhanyakude District Municipality and its Municipal entity

Consolidated Annual Financial Statements for the year ended 30 June 2018

Notes to the Consolidated Annual Financial Statements

Eccnomic entity

Contrelling entity

Figures in Rand 2018 2017 2018 2017

21. Government grants and subsidies

Operating grants

Equitable share 330020451 292147 158 330020451 292147 158

Expanded Public Works Programme 1 008 ¢00 1293 000 1 008 000 1293 000

Finance Management Grant 1 250 C00 1 250 000 1250 000 1250 000

National schocl Nutrition Program 8263778 23197 434 - -

Ndumo Groundnuts - 353 847 - 353 847

Rural Road and Transport Management Grant 2 529 553 - 2 5295853 -

Shared Services Grant - 54 540 - 54 540

Other Operating Granls 28675712 7863 727 662 215 2 180 868
371747 494 326 169 706 335470218 297 289 413

Capital grants

Municipal Infrustructure Grant 218910000 192111543 218910000 192111 543

Water services Infrustructure Grant 82 205 315 38 165 685 82 205 315 38 165 685
301116 315 230277228 301116315 230277 228
672862809 556436934 6365855634 527 566 641

Public Participation & Gustomer Satisfaction Survey Grant

Balance unspent at beginning of year 154 000 154 000 154 000 154 000

Conditions stifl to be met - remain liabilities (see note 13).

PIMMS / NDT Operational Grant

Balance unspent at beginning of year 300 300 300 300

Conditions still to be met - remain liabilities (see note 13).

Financlal Management Grant

Current-year receipts 1 250 000 1250 000 1250000 1250 000

Canditions met - transferred to revenue (12500000 (1250000} (1250000) (1250000}

Massificatlon Grant

Balance unspent al beginning of year 4172 492 4172 492 4172 492 4172 492

Conditions slill to be met - remain liabilities (see note 13).

Kwazlbl National Lottery Grant

Balance unspent at beginning of year 122 667 122 667 122 667 122 667

Condilions still to be met - remain liabilities (see note 13).

Mqobela Natlonal Lottery Grant

Balance unspent at beginning of year 166 666 166 666 166 666 166 666

Conditions still to be met - remain liabilities (see nole 13).
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Economic entity Controlling enlity
Figures in Rand 2018 2017 2018 2017
21. Government grants and subsidies (continued)
Mablbl National Lottery Grant
Batance unspent at beginning of year 166 667 166 667 166 667 166 667
Conditions still to be met - remain liabilities (see note 13).
Disaster Management Grant
Balance unspent at beginning of year 9120 9120 9 120 9120
Conditions still to be met - remain liabilities (see note 13).
Rural Road & Transport Management
Balance unspent at beginning of year - 2 446 931 - 2 446 931
Current-year receipls 2619000 - 2 619 000 -
Unspent Grants paid back - (2 446 831) - {2 446 931)
Conditions met - transferred to revenue {2 529 553) - {2 529 553) -

89 447 - 89 447 -
Conditions still to be met - remain liabilities (see note 13).
Ndumo Groundnuts Grant
Balance unspent at beginning of year - 353 847 - 353 847
Conditions met - transferred to revenue - (353 847) - (353 847)
Expanded Public Works Programme
Balance unspent at beginning of year - 2331774 - 2331774
Current-year receipts 1 008 000 1293 000 1 008 Q00 1293 000
Conditions met - transferred to revenue (1008000) (1293000} (1008000) (1293000)
Unspent Grant withheld from Equilable share - (2331 774) - (2 331 774)
Lake Tete Grant
Balance unspent at beginning of year 267 00t 267 0011 267 001 257 001
Condilions still to be mel - remain liabilities {see note 13).
Kwadapha Grant
Balance unspent at beginning of year 578 891 578 891 578 891 578 891
Conditions still to be met - remain liabilities (see note 13).
Nyezl Community HIV Gentre Grant
Balance unspent at beginning of year 303 570 303 570 303 570 303 570
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Economic entity Controlling entity
Figures in Rand 2018 2017 2018 2017

21. Government grants and subsidles (continued)
Conditions stilt to be met - remain liabilities (see note 13).
Umkhombe Tours Grant

Batance unspent at beginning of year 908 690 908 690 908 690 908 690

Conditions still to be met - remain liabilities (see note 13).
Waste Management Grant

Balance unspent at beginning of year 145 565 145 565 145 565 145 565

Conditions still to be met - remain liabilities (see note 13).
Envirenmental Management Grant

Batance unspent at beginning of year 405 600 405 600 405 600 405 600

Conditions still to be met - remain liabifities (see note 13).
Ndumo Learners Shelter Grant

Balance unspenl at beginning of year 9 441 505 9 441 505 9 441 505 9 441 505

Conditions still to be met - remain liabilities (see note 13).
Munlcipal Infrastructure Grant

Balance unspent at beginning of year 15 410 451 - 15 410 451

Current-year receipts 218910000 207522000 218910000 207522 000
Conditions met - transferred to revenue {218 910 000} (192 111 549) (218910 000) (192 111 549)
Unspent Grant withheld from Equilable share (15 410 451) - (15410451)

- 15410451 - 15410 451

Councillors Training Grant

Balance unspent at beginning of year 11 300 11 300 11 300 11 300

Conditions still to be met - remain liabilities (see note 13).
Ingwavuma Prison Electrical Upgrade

Balance unspent at beginning of year 101 506 101 506 101 506 101 506

Conditions still o be met - remain liabilities (see note 13).
Water Services Operating Subsidy

Balance unspent at beginning of year - 1 945 954 - 1945 954
Conditions mel - transferred to revenue - (1 945 954} - (1 945 954}

Shared Services Grant
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Economic entity

Conlirolling entity

Figures in Rand 2018 2017 2018 2017

21, Government grants and subsidies {continued)

Balance unspent at beginning of year - 54 540 - 54 540

Canditions met - transferred to revenue - (54 540) - (54 540)

Rural Household Infrustructure Grant

Balance unspent at beginning of year - 8498 - 8 498

Unspent grants withheld from Equitable share - (8 498) - (8 498)

Ngodinl Boarder Curve Grant

Current-year receipls 1 000 000 - 1000 000 -

Conditions still to be met - remain liabilities (see note 13).

ACIP Grant

Balance unspent at beginning of year 4 695 4 695 4 695 4 695

Conditions still to be met - remain labilities (see note 13).

Water Service Infrastructure Grant

Balance unspent at beginning of year 32205 315 - 32205315 -

Current-year receipls 50 000 000 70 371 000 50 000 000 70 371 000

Conditions met - transferred to revenue (82 205 315) (38 165685) (82 205315) (38 165 685)
- 32 205 3156 - 32 205 315

Ndumo Market Stalls Grant: COGTA

Balance unspent at beginning of year 277 310 2992 861 - -

Conditions met - transferred to revenue (277 310) (2715 551) (662 215) (2 190 867)
- 277 310 - -

Mkuze Regeneration Framework

Balance unspent at beginning of year 300 096 446 289 - -

Conditions met - transferred to revenue (309 096} (137 193) - -
- 309 096 - -

Mkuze Market Stalls Grant

Balance unspent at beginning of year 116 280 400 500 - -

Conditions met - transferred lo revenue (116 280) (284 220) - -
- 116 280 - -

IDC Grant

Balance unspent at beginning of year 700 135 700 873 - -

Conditions mel - transferred to revenue - (738) - -
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Economic entity Controlling entity

Figures in Rand 2018 2017 2018 2017
21. Government grants and subsidies (continued}

700135 700 135 -
Conditions still to be met - remain liabilities (see note 13).
National Treasury: ILO Grant
Balance unspent at beginning of year 212173 212173 -
Conditions stilf to be met - remain liabilities {see note 13).
MTN Grant
Balance unspent at beginning of year 515703 515703 -

Conditions still to be met - remain liabilities {(see note 13).
Mkuze Fencing and Runway (EDTEA) grant

Balance unspent at beginning of year
Current-year receipts
Conditions met - transferred o revenue

Conditions still to be met - remain liabilities (see note 13).
National Schools Nutrition Programme Grant

Current-year receipls
Conditions met - transferred to revenue

CATHSETA Bursary Grant

Current-year receipts
Condilions met - transferred to revenue

Conditions still to be met - remain liabilities (see note 13).

6 289012 5015037 -
28 100 000 6 000 000 6 880 747
(27 627 078) (4726 025) -

6761934 6 289 012 6 B8O 747

8263778 23197434 -
(8263778) (23197 434) -

1212000 - -
(1090 379) - -

121 621 - -
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Economic entity

Controlling entity

Figures in Rand 2018 2017 2018 2017

22, Employee related costs

Basic 109 685708 104 497 012 104 384 331 99 441 280

Bonus* 6 217 769 - 6217 769 -

Medical aid - company contributions 21032098 20775632 20364415 20221856

Staff retirement benefits 972 088 929 779 - -

Travel, motor car, accommeodation, subsistence and 6 842 098 6 383 310 6 842 098 6383310

other allowances

Overiime payments 6 802 953 3145630 6 802 953 3145630

Housing benefits and allowances 1068 539 556 085 1068 539 556 085

Leave pay accrual charge 17 037 4 320 996 65 055 4 220 989
152638 288 140 608 444 145745160 133969 150

*During the 2017 financial year, bonuses paid were included in basic remuneration.

Remuneratlon of municipal manager

Annual Remuneration 1423 502 799 521 1 423 502 799 521

Travel, housing and other allowances 159 500 69 891 159 800 69 841

Cantributions to UIF, Medical and Pension Funds 13 890 5343 13 890 5343

1 596 892 874 765 1597 192 874 755

Two people acted for the position of Municipal Manager during the 2017 financial year. The permanent Municipal Manager was
only appointed effective 01 August 2017 and he resigned post 2018 financial year. The CFO was then appainted as the Acling

Municipal Manager from August 2018,

Remuneratlon of Chief Finance Officer

Annual remuneration 742 091 1 388 306 742 091 1388 306
Travel, housing and other allowances 284 066 - 284 066 -
Contribulions to UIF, Medical and Pension Funds 10 593 - 10 593 -

1 036 750 1388 306 4 036 760 1 388 306

During the 2017 financial year, the was an acting Chief Financial Officer(CFO) and he was paid total remuneration of R1 388
306. A new CFO was appointed on 01 September 2017 and he was laler appointed as the Acling Municipa! Manager in August

2018, and a new Acling CFO was appointed.

Remuneration of the Chief Executive Officer -Umhlosinga Development Agency

Annual Remuneration 1054 100 963 000 - -
Travel, housing and other allowances 343 470 321 000 - -
Contributions to UIF, Medical and Pension Funds 256 160 239 445 - -
1653730 15623 445 - -
Remuneration of Chief Finance Officer - Umhlosinga Development Agency
Annual Remuneration 1102 537 778 425 - -
Travel, housing and other allowances - 257 603 - -
Contributions to UIF, Medical and Pension Funds 191 999 179 930 - -
1 294 536 1215 958 - -
Remuneratlon of General Manager - Corporate Service
Annual Remuneration 471 336 709 776 471 336 709 776
Travel, housing and ather allowances 167 498 237 984 167 498 237 984
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22, Employee related costs (continued)
Conlributions to WF, Medicat and Pension Funds 162 554 67 564 162 554 67 564
801 388 1015 324 801 388 1016 324

The Genera! Manager for Corporate Services resigned during the 2017 financial year and two people acted consecutively for
the pasition, A permanent General Manager was appointed in March 2018 and still holds the office.

Remuneration of General Manager - Community Services and Planning & Economic Development

Annual Remuneration 609 8§72 792 568 609 872 782 588
Car Allowance 118 445 203 048 118 445 203 048
Travel, housing and other allowances 7637 10 250 7637 10 250

735 954 995 866 735 954 995 866

The General Manager for Gommunity Services and Planning and Economic Development resigned during 2018 financial year
and a new General Manager was appointed post 2018 financial year.

Remuneration of General Manager - Technical Services

Annual Remuneration 1292 800 946 623 1 292 800 246 623
Travel, housing and other allowances 45600 860 566 45 600 860 566
Contributions to UIF, Medical and Pension Funds 14 530 107 657 14 530 107 657

1352930 1914 846 1352930 1914 846

The General Manager for Technical services resigned during the 2018 financial year and a new General Manager was
appointed and still holds the office.
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23. Remuneration of councillors
Mayor 738 061 677 605 738 061 677 605
Deputy Mayor 624 764 622 539 624 764 622 539
Speaker 633 968 592 872 633 968 592 872
Executive Commiltee Members 2 026 944 1652 500 2026 944 1652 500
Counsillors 3183 554 3328 798 3 183 554 3328798
7 207 291 6874 314 7 207 291 6874 314
Mayor
Mayoral allowance 563 040 524 089 563 040 524 089
Travel allowance 140 760 127 310 140 760 127 310
Cellphone allowance 27 512 19 682 27 512 19 682
Contributions to UIF, Medical and Pension Funds 6749 6 524 6 749 6 524
738 061 677 605 738 061 677 606
Deputy Mayor
Annual remuneration 450 432 424 110 450 432 424 110
Travel allowance 112 608 103 316 112 608 103 316
Cellphone allowance 40 800 19 682 40 800 19 682
Reimbursive allowance 20924 69 543 20924 69 543
Contributions to UIF, Medical and Pension Funds - 5 888 - 5888
624 764 622 539 624 764 622 539
Speaker
Annual remuneration 450 432 424 110 450 432 424 110
Travel allowance 112 608 102 315 112 608 02 315
Cellphone allowance 40 800 19682 40 800 19 682
Reimbursive allowance 30128 41 114 30128 41114
Contributions lo UIF, Medical and Pension Funds - 5651 - 5651
633 968 592 872 633 968 592 872

In-kind benefits
The Mayor, Deputy Mayor, Spaaker and Mayoral Committee Members are full-time.

The Mayor, Deputy Mayor and Speaker are provided with offices and secrelarial support at the cost of the Council.

All Councillors are re-imbursed for kilomelres travelled on official duties if they use private vehicles with the exceplion of the

Mayor.
The Mayor , Deputy Mayor and Speaker each has the use of Council owned vehicle for official duties.
The Mayor and Speaker have two full-ime bodyguards and one relief bodyguard.

24, Depreciation, amortisation and impairment

Property, plant and equipment 75299283 37538624 74992988 37 378 520

25. Finance costs

Trade and other payables 90 516 84 830 - -

Current borrowings 2 024 066 1339 122 2 024 066 1339122
2114 582 1423 952 2 024 066 1338122
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26. Debtimpairment

Contributions to debt impairment proviston {70 531 905} 5262 800 (70 531905) 5262 800

Bad debts wrilten off 100 483 610 - 100489610 -
29 957 705 5262800 299567 706 5262 800

27. Repairs and maintenance

Expenditure on repairs and maintenance comprised

the following:

Electricity infrastructure - 1484 096 - 1 484 096

Furniture and Equipment 7 446 - 7 446 -

Motor vehicles - 412 368 - 412 368

Sanitation Infrustructure 85 000 - 85 000 -

Buildings 725 455 964 805 715 964 964 114

Water distribution 33701827 72366982 33701827 72366982
34519728 75228 251 34510237 75227 580

28. Bulk purchases

Electricity 41298322 38986494 412398322 38986494

Water 60 4086 911 51807572 60406 911 51807 572

10170523) 90794066 101705233 90794 066

Bulk purchases of electricity comprises electricity purchases for resale as prepaid efeciricily, own consumption by the

municipality for it's buildings, offices and water schemes.

Bulk purchases of water comprises water purchased for resale,

29, Contracted services

Conltracted expenditure incurred during the year

Contracted services comprised the following :

Consultancy fees

Insurance

Fleet management *

Vehicle hire

Photocopies and office equipment rental
Cellular and data services

IT services and syslem support
Internal audit fees
Communicaticn

Securily services

School nutrition programme
Other services

44689137 51086005 37179286 27923 751
5 973 069 5284 243 5973 069 5284 243
1036 733 1041 898 1036 733 1041 898

14 709 569 5788025 14 709 569 5788025

- 14 856 - 14 856

1142 462 1524 518 1 058 354 1446 165
2648 423 1309 836 2 648 423 1309 836
2122 804 2578273 2122 804 2578273
1463 127 272 910 1463 127 272910
1303 096 2788 505 1 303 096 2788 505
6775483 6 572 997 6 775 483 6 572 997
7425743 23083901 - -
88 628 826 043 88 628 826 043
44689137 51086006 37179286 27923751

* Current year fleet management costs include renewal of vehicle ticences and fuel costs.
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30, General expenses
Accommaodation 785008 481 672 698 731 337 462
Advertising 366 907 382 279 346 710 43 683
Extemal audit fees 36118607 3 446 868 3 230 547 3031 181
Audit committee fees 574 021 354 086 323 751 354 086
Administration expenses 18 468 24 221 - -
Internal audit fees 142 520 197 481 - -
Bank charges 166 839 338 114 148 896 318 207
Cleaning 267 440 348 167 261 865 345 182
Community development and training 1344 082 70 1344 082 70
Consulting and professional fees 6 500 76 968 - -
Fuel and oil 1 540 876 102 493 876 021
Eleclricity and Water - 20 344 - -
Granls & Subsidies - Extended Public Works - 2343 709 - 2343709
Grants & Subsidies - Jozini RHIG Sanitation - 3508772 - 3508772
Rural Transport Management 2106 571 - 2 106 571 -
Grants & Subsidies - Mseleni Ground Nuts - 359 071 - 359 071
Granls & Subsidies - Umhlosinga Development Agency - - 11 097 094 5 558 077
Hire of Plant & Equipment - 17676645 - 17676645
Entertainment - 13745 - 13745
Legal Fees 5807 750 5 066 840 5 754 987 5 066 840
Fleet - 11 GO0 - 11 000
Licences 609115 502 771 609 115 502 771
Other expenses 97 634 3331833 79374 3326 347
Medical expenses 111 930 45 500 111930 45 500
Municipal Health 94 571 58 280 94 571 58 280
Operation Turn Around - 123 - 123
IT Expense 34 424 64 51 - -
Fines and penalties 179 251 - 179 251 -
Insurance 32 528 31933 - -
Conferences and seminars 8 361 31274 - -
Staff programs and functions 35 400 - 35 400 -
Postage and courier 1141 1955 - 1012
Training 150 175 64 205 98 978 13679
Printing and stationery 58 004 573 141 44 674 551629
Royalties and license fees - 296 000 - 296 000
Sports DC27 890 638 489 115 890 638 489 115
Small tools 4978 694 718 - 690 015
Systems Support 120 474 - 120 474 -
Telephone and fax 29135 33784 - -
Tourism Projecls 349 390 - 349 390 -
Grants paid 294 642 365 253 - -
Sanitation: Sewer assessment expenses - 9 796 926 - 9 796 926
Community and Social services 1714 686 78 000 1714 686 78 000
Publicity 254 225 293 780 254 225 293 780
Hiring and screening costs 8972 - 38972 -
Inventory losses 4019703 - 4019703 -
Uniforms 188 409 76 286 188 409 74 964
Events Organisations 206 300 - 206 300 -
24723339 52335532 34350317 56 061 897
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31. Cash generated from operations
Surplus 245673190 136558455 214477176 133622020
Adjustments for:
Depreciation and amorlisation 75299283 37538624 74992988 37 378 520
Gain on sale of assels (440 215) - {440 215) -
Interest income (6958 166) (5305018) (6941630) (5115213)
Finance costs 2 114 582 1423 952 2 024 066 1339 122
Debt impaiment 29 957 705 5262800 29957705 5262 800
Movements in defined benefit obligations 1277 000 877 000 1277 000 877 000
Donations in kind (refer to note 8) (6750000 (4173393) (6750000) (4 173393)
Movement in tax receivable and payable - {44 035) - -
Other non-cash items {73980} - - -
Changes in working capital:
Inventories 3723826 12078 072 3723826 12078 072
Receivables from exchange transactions (11621 847y (4944 546) (17778743) (4 359970)
Other receivables from exchange fransactions 1 869 677 1467 269 1869 677 1 467 269
Payables from exchange transactions (106 916 955) (180 817) (104 068994) (1178767)
VAT 26 281 297 {5594 930) 29 596 851 (5 204 720)
Unspent conditional grants and receipls (46 634 462) 38610500 (39645572) 40474227
Consumer deposits 18 830 184 457 18 830 184 457
Reclassification of payables to long tem 22 154 396 - 22 154 396 -
228974161 213758 390 204 467 361 212651 424

32. Comparative figures

Expenses for system support (R2 459 042) and consulting and professional fees {R1 706 385) were reclassified from general

expenses to contracled services.

Further {o the above, amounts within General expenses were reclassified as fellows for the Economic entity:
s R197 481 was reclassified from Audit fees to Internal audit fees
R398 was reclassified from Consumables to Postage and courier

»
. 64 500 was reclassified from Consumables to IT

R5 486 was reclassified from Arts and Culture to Other expenses

The effects of the reclassification are as foliows:

Economic entity

Statement of financial performance - extract

Contracted services
General expenses

Total

Controlling entity

Comparative Reclasslificati

After

figures on reclassificatlo
previously n before prior
reported period error
46 426 932 4163 455 50590387
47 308 449 (4163 455} 43 144 994
93 735 381 - 93735381
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32. Prior-year adjustments (continued)

Statement of financlal performance - extract

Comparative Reclassificati After
figures on reclasslificatio
previously n hefore prior
reported period error
Contracted services 21264678 41683455 27 428 133
General expenses 51034 815 (4 163 455) 46 871 360
Tofal 74 289 493 - 74299493

33. Prlor perlod errors

Error1

Receivables from exchange transactions were overstated in the prior year due incorrect billing on customers during 2016
financial year going back. Receivables for Water were overstated by R1 531 744 and Sewerage receivables were overstated
by R392 142,

Cash on hand of R48 281 was written off retrospectively as the balance in prior year was for deposits for electricity that were
duplicated in the general ledger.

A invoice for protective clothing of R478 000 that were bought in the prior year and was erroneously omitted in the general
ledger was noted and adjusted retrospeciively.

The correclion of the error(s) results in adjustments as follows:

Statement of financial position

Decrease in receivables from exchange transactions - (1923 887) - (1 923 887)
Decrease in Accumulated surplus - 1763003 - 1763 003
Increase in VAT receivable - 209 165 - 209 165
Decrease in Cash and cash equivalents - (48 281) - (48 281)
Increase in Payables from exchange transactions - (478 000) - (478 000)
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33. Prior period errors {continued)

Statement of financial performance
Increase in General expenses: smali tool and protactive - 478 000 - 478 000
clothing

Error 2

During the year under audit, supplier confirmations were sent out to alt suppliers requesting confirmations of outstanding
amounis in order to clear unpexplained credit amounts in the age analysis. All suppliers who confirned that we do not owe them
anything were written off. Additional invoices that were incarrectly captured andfor omitted were also discovered and adjusted
accordingly.

Suspense accounls for payroll payables and receivables that were unknown and carred forward from prior years were also
wrilten off against accumulated surplus.

The effect of the adjustments is as follows.

Statement of financial position

Decrease in Other receivables from exchange - (1 475 455) - (1 475 455)
transactions
Increase in VAT receivable - 3740 518 - 3740 518

L

Increase in Payables from exchange transactions: {16 627 702) - (16627 702)
Trade creditors
Decrease in Payables from exchange transactions: - 2 196 301 - 2196 301

Employee related and suspense

Decrease in Payables from exchange transactions: - 329699 - 329 699

Accruals for overtime

Increase in opening Accumulated surplus - (11606 490) - {11606 490)
Statement of financlal performance

Increase in Bulk purchases- Water - 8949 122 - 8949122

Increase in Bulk purchases- Electricity - 915 378 - 915 378

Decrease in General expenses: Legal - (44 544) - (44 544)
Decrease in General expenses: Hire of plant - (1308 481) - {1308 481}
Increase in general expenses; Sewer assessment - 9796 928 - 9 796 926

Increase in general expenses: License - 193 132 - 193 132

Increase in general expenses; Community and social - 75 500 - 75 500

service

Increase in Contracted services: Fleet - 69 346 - 69 346

Increase in Contracted services: Security - 426 272 - 426 272

Increase in Repairs and maintenance: buildings and - 202 575 - 202 575

motor vehicles

Increase in Repairs and maintenance: Water - 4167 901 - 4 167 901

infrustructure
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33. Prior period errors (continued)

Error 3

Property, plant and equipment were overstated due to assets that were either disposed off, handed over to the community or
local municipalities or duplicated in the asset register. The lotal of this overstatement is R23 602 162 of which main
components are is made up as follows:

Mtubatuba sports complex handle over lo local municipality R7 556 408
Yard taps handed over to community R10 946 959
Tata truck return to dealers and not derecognised Rd4532972
Park homes duplicated R556 653
Burnt offices R2 569
Under depreciation (net effect) R14 268

Some propenty, plant and equipment assels were omitted in the fixed asset register in prior years and these were recognised at
fair of R429 282,

Also invoices for additions to assets under construction were omitted during the 2017 financial year resulting in understatement
of assets by R53 532 002, and one invoice was incarrectly overstated by R1 385 401.

A project was incorrectly capitalised in the prior year as completed, however it was noted that the project is still under
construction and only a phase was completed, This project is was still not compleled again by 30 June 2018. The depreciation
charge of R7 665 thal was recognised in 2017 financial year was reversed and the project was reclassified as work in progress
in the assel register.

A project under constructuton (Markert stalls) of R2 190 867 was incorrectly ommilted from the fixed assets register.

Another infrustructure project under construction of R 26 658 475 was duplicated in the FAR. This was adjusted
restrospectively.

The net effect of the adjustment as at 30 June 2017 is as follows:

Statement of financial position

Increase in Property, plant and equipment - 2315245 - 4506 112
Increase in VAT receivable - 7 416 980 - 7 416 980
Increase in Payables from exchange transactions - (59 563 581) - (59561 581)

Decrease in opening Accumulated surplus - 50 203 992 - 50203992

Statement of financlal performance
Increase in Revenue: Operational grants -
Decrease in depreciation and impairment expense

- {2 190 867)
(372 636) - (372 636)

Error 4
During the year, the economic enlity discovered that some assets were incomrecily omitted in the Fixed asset register. These

assels were recognised at their fair values retrospectively.
The net effect of the adjustment is as follows:

Statement of financlal position
Increase in Property, plant and equipment - 45 009 - -
Increase in Opening accumulated surplus - {45 009) - -

34. Prior-year adjustments

Presented below are those items contained in the statement of financial position and statement of financial performance that
have been affected by prior-year adjustments;
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34. Prior-year adjustments (continued)
Statement of financial position - extract

Economic entity - 2017

Receivables from exchange transactions
Other receivables from exchange transactions
VAT receivable

Cash and cash equivalents

Property, plant and equipment

Payables from exchange transactions
Accumulated sumplus

Controlling entity - 2017

Receivables from exchange transaclions
Other receivables from exchange transactions
VAT receivable

Cash and cash equivalents

Property, plant and equipment

Payables from exchange transactions
Accumulated surplus

Statement of financlal performance - extract

Economic entity 2017

Depreciation, amortisation and impairment
Repairs and maintenance

Bulk purchases

Contracted services

General expenses

Net effect on surplus for the year

Controlling entity - 2017

Depreciation, amortisation and impairment
Repairs and maintenance

Bulk purchases

Contracled services

General expenditure

Surplus for the year

Note

Note

As previously
reported
65721399
10 030 411
51610577
36 797 979

1828 746 405

248 526 708

1781 483 567

Correction of
error

(1 923 887)

{1 475 455)

11 366 663

(48 281)

Restated

63 797 512

8 554 956
62 977 240
36 749 698

2 360 255 1 831 106 660

74 143 283

322 669 989

(63863 987)1 717 619 580

4022 917 044

20 558 691 4 043 475 636

As previously Correction of Restated
reported error
57 788 337 (1923887) 55884450
10 030 411 (1 475 455) 8 554 956
50 706 642 11366663 62 073 205
34 626 017 (48 281) 34577736
1821 850 101 4506 112 1826 356 213
246 777 031 74 143283 320920314
1773747687 (61718 128)1712 029 559
39955626226 24 850 307 4 020 376 531

Note As previously Correction of Re- Restated
reported error classification
37 911 280 (372 6386) - 37538624
70 857 776 4 370 475 - 75228 2514
80929 566 9 864 500 - 90794 066
46 426 932 495618 4163455 51086 005
47 308 449 9 190 533 (4 163 455} 52 335 527
283433983 23 648 490 - 306982473
Note As previously Caorrection of Re- Restated
reported error classification
37 751 156 (372 636) - 37378520
70 857 085 4 370 475 - 75227560
80 929 566 9 864 500 - 90794 066
23264678 495618 4163455 27923751
51034 818 9190 533 (4163 455) 56 061 896
263 837 303 23 548 490 - 287385793
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35. Unauthorised expenditure

Opening balance 251279815 213475910 251279815 213475910
Add: Unauthorised expenditure - Current year 18 279 811 72731586 18279 811 72731 586
Less: Unauthorised expenditure written off prior year - (34927 681) - {34927 681)

269 569626 251279815 269559626 261279815

Unauthorised expenditure in the current financial year was incurred as a result of expenditure which exceeded the approved
budgel. No disciplinary actions or ¢riminal proceedings were instituted due to reasons provided on Appendix A.

Refer to Appendix A for the comparison of aclual versus budgeted expenditure,

36. Fruitless and wasteful expenditure

Opening balance 9 537 673 8 971 561 9326 418 88451386
Add: Fruitless and waslefui expenditure - Current year 37 820 886 566 t12 37 730 370 481 282
47 3568 559 9537673 470567838 9326 418

Fruilless and wasteful expenditure comprised interest and penalties relating to SARS EMP declarations and late payment of

creditors.

Current year fruitless expenditure also includes infrustructure expenditure that was incurred in prior years but could not be
identified where the work was done (R33 450 241 refer to note 8) and inventory that was writen off as unaccounted for after

stock (R4 019 703 refer to note 30 and 38).

No disciplinary actions or criminal proceedings were instituted as a resull of fruitless expenditure incured.

37. Irregular expenditure

Opening balance 420000812 367 995 469 1602 540225 1 550 748 518

Add: Irregular Expenditure - prior year contracts 204 936 888 - 204936 888 -

Add: {rregular Expenditure - current year conlracts 27228384 111600764 27110721 111387 128

Less: Irregular expenditure written off prior year contracts (194 120 923) (59 595 421) (194 120 923) (59 595 421)

Less: liregular expenditure written off current year {17 446 050) - (17 446 050) -
440 599 111 420000 812 1623 020 861 1 602 540 225

Irregular expendifure written off in the current and prior year relates to expenditure from the contracts that were concluded in
prior years and the irregularity of these conlracts was investigated in 2016 financial year. Submission of the investigation was
submilted to Council in 2016 financial year and value for money was idenlified and it was approved for write off.

No further investigation was conducted in 2017 and 2018 financial years but the list of the expenditure and the projects was
submitled to council, and based on the fact that this expenditure was incurred on same conlracts ivestigated in 2015, Council
approved the write off in 2017 and 2018 financial years. Therefore no proper investigation was conducted in 2017 and 2018
financial years.

Prior year amounts were restated to effect this write off.
Irregular, fruitless and wasteful expenditure relaling to contravention of SCM regulations and MFMA incurred during 207 and

2018 financial years will be investigated by MPAC. Based on the findings of such investigations, a recommendation to recover
or wrile off in terms of 532{2)(b) of the MFMA, will be tabled to council for decision.
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38. Additional disclosure in terms of Municipal Flnance Management Act

Material losses

Opening balance
Add: Material losses - Current year

28 198445 28 198 445
4019703 -

28198445 28198 445
3734059 -

32218148 28198 445

31932504 28198 445

Inventory losses were as a result of water pipe movements which could not be accounted and were included in general

expenses,

Audit fees

Opening balance

Current year subscription / fee
Amount paid - current year
Amount paid - previous years

PAYE and UIF

Opening balance

Current year subscription / fee
Amount paid - current year
Amount paid - previous years

Pension and Medical Ald Deductions
Opening balance
Current year subscription / fee

Amount paid - current year
Amount paid - previcus years

SALGA Fees
SALGA fees paid

VAT

VAT receivable

19797 34 753
3611607 3879109

(3564 649) (3859 312)
(19 797) (34 753)

46 958 -
3230547 3463422
(3197 191) (3 416 464)

(46 958) -

46 958 19 797

33 356 46 968

2715090 2193973
23483040 23 464 423

(23363 924) (21 727 176)
(27t5090) (1216 130)

2768 137 1483 426
22189246 22276 377
(22 189 246) (19 508 240)
(2768 137} (1483 426)

119 116 2715 090

2768 137

2 366 534 4 095 467
31740244 29781655

(31795 524) (27 415 121)
(2366 534) (4 095 467)

2366534 4095467
30 100474 28 298 100
(30 100 474) (25 931 566)
(2366 534) (4 095 467)

(55280) 2366 534

- 2 366 534

1665 784 1271 884

1665 784 1271884

36695943 62977 240

32476454 62073 305

VAT output payables and VAT input receivables are shown in nole .

All VAT returns were submitted in time throughout the year,
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39, Commitments
Authorised capltal expenditure
Approved and contracted for
*  Infrastructure 349785882 373649636 342363451 373649636
*  Scholl putrition project - 10629754 - -
349785882 384279390 342363451 373649636
Total capltal commitments
Approved and contracted for 49785882 384279390 342363451 373649636
Authorised operational expenditure
Approved and contracted for
*  Operating expenditure 339236034 43260391 339236034 43 260 391
Total operational commitments
Approved and conltracted for 339236034 43280391 339236034 43 260 391
Total commitments
Total commitments
Authorised capilal expenditure 349785882 384279390 342363451 373649636
Authorised operalional expenditure 339236034 43260391 339236034 43 260 391
689021916 427539781 681599485 416910027
Operating leases - as lessee {(expense)
Minimum lease payments due
- within one year 946 995 925 635 898 092 876 732
- in second to fifth year inclusive 146 555 1031 590 97 652 982 687
1 093 550 1 857 228 9985 744 1869419

40. Contingencles

Disciplinary matters

As at 30 June 2018, the municipality had pending employee related disciplinary matters. Should the oulcome of both matters

favour respeclive claimants, the municipality may be liable for compensation of up to R1 252 572,

Supplier disagreements

During the year ended 30 June 2018, suppliers claimed to have provided the municipality with services fro which the
outstanding amounts claimed as per creditors confirmations is higher than what the Municipality is aware of. The total amount
above the invoices recognised by the Municipality amount to R8 739 804.

The municipality alse has pending court cases with suppliers. Should the municipality lose all the cases, il may be liable for a

total of R 50 437 581.
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41. Related partles

Relationships

Umbhlosinga Development Agency Umhlosinga Development Agency is a municipal
entity under the cantrol of Umkhanyakude District
Municipality to spearhead the economic
development within the District.

Related party balances

Payables owlng to related parties
Umhlosinga Development Agency (9293 222) (5030 158)

Related party transactions

Transfers pald to related partles
Umhlosinga Development Agency 11 097 094 5558 077

42. Events after the reporting date

The municipality was not aware of any malerial events that may have occurred between 30 June 2018 and the date when the
annual financial statements were authorised.

43. Risk management
Financial risk management

The economic entity’s activilies expose it to a variety of financial risks: market risk (interest rate risk}, credit risk and liquidily
risk.

The economic enlily's overall risk management program focuses on the unpredictability of financial markets and seeks to
minimise potential adverse effects on the economic enlity’s financial performance.
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43. Risk management (continued)

Liguldity risk

Liquidity risk is the risk that the municipality will not be able to meet its financial obligations as they bacome due. The
municipality ensures that adequale funds are available to meet its expected and unexpected financial commiiments

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

Economic entity
At 30 June 2018

Long term loans

Interest accrual on long term loan
Payables from exchange transaclions
Consumer deposils

At 30 June 2017

Long term loans

Interest accrual on long term loan
Payables from exchange transactions
Consumer deposils

Controlling entity
At 30 June 2018

Long term loans

Interest accrual on long temm loan
Payables from exchange transactions
Consumer deposits

At 30 June 2017

Long tem loans

Interest accrual on long tem loan
Payables from exchange transactions
Consumer deposils

Less than 1
year
851724
134 403
215753 034
1396 340

Less than 1
year
844 512
158 800
322 669 989
1377 510

Less than 1
year
851724
134 403
216 851 320
1 396 340

Less than 1
year
844 512
158 800
320920 314
1377 510

Between 1
and 2 years
858 722

10 800 901

Between 1
and 2 years
851 724

Between 1
and 2 years
858 722

10 800 901

Between 1
and 2 years
851712

Between2 Over5 years
and 5 years

2623132 1873 244

11353 495 -

Between 2  Over 5 years
and & years
2599 119 2756 644

Between 2 Qver 5 years
and 5 years

2623132 1873244

11 353 495 -

Between2 Over 5 years
and & years
2599 119 2 756 644
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43. Risk management (continued)
Credit risk

Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade deblars. The economic
entity only deposits cash with major banks with high qualily credit standing and limits exposure to any one counter-pany,

The municipality only deposits cash with major banks with high quality credit standing and limits exposure to any one
counterparty.The investments are diversified among the reputable commercial banks.

Trade receivables comprise a widespread customer base. Management evaluated credil risk relating to customers on an
ongoing basis. If customers are independenlly rated, these ralings are used. Otherwise, if therg is no independent rating, risk
control assesses the credit quality of the customer, taking into account its financial posilion, past experience and other factors.
Individual risk limits are set based on internal ar external ratings in accordance with limits set by the board. The utilisation of
credit limits is regularly monitored.

The consumer debtors are seftied on a monthly basis. Upan the new conneclions the consumers paid deposit in advance.

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

Financial instrument Economic Economic  Controlling Controlling

entity - 2018  entity - 2017 entity - 2018 entity - 2017
Receivables from exchange transactions 45461654 63797512 43685489 55864 451
Other receivables from exchange transaclions 6 685 279 8 554 956 6 685 279 8 554 956
Market risk

Interest rate risk
The municipalily's interest rate risk arises from long-term borrowings from DBSA.

At year end, financial instruments exposed o interest rate risk were as follows:
. Loan from Development Bank of South Africa.
. FNB Bank Cali deposits,
. FNB Bank, ABSA and Ithala Bank Nolice deposits.

44. Deviatlon from supply chain management regulations

Paragraph 12(1)}{d}i) of Government gazette No. 27636 issued on 30 May 2005 states that a supply chain management policy
must provide for the procurement of goods and services by way of a competitive bidding process.

Paragraph 36 of lhe same gazetle slales that the accounting officer may dispense with the official procurement process in
certain circumslances, provided that he records the reasons for any deviations and reports them to lhe next meeting of the and
includes a note to the consolidated annual financial statements,

ltems of goods and services were procured during the current financial year which deviated from the provisions of paragraph
12(1)(d)(i) as reflecled above. As at 30 June 2018, deviations from Municipal Supply Chain Management Regulations
amounled to R75 612 840.
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45. Distributlon losses
Electricity distribution losses 10 375 145 9 950 568 10 375 145 9 950 568

2018 2017

Electricity distribution loss calculated as: kWh units Rand kWh units Rand
Electricity purchases 11 359 043 16 469 360 1t 456 649 15 359 979
Less: Elactiicity sales (3639554) (6094215) (4701621) (5409 411)

7719489 10375145 6 756 028 9 950 568

2018 2017

Water distribution loss calculated as: Kl Rand KI* Rand
3560 416 16 057 475 6 218683 30 382 985

46. Going concern

As at 30 June 2017, the economic entity had accumulated surplus of R 1 963 292 771 (Controlling enlity R1 926 506 737}, and
the municipality’s current assels exceeds ils current liabilities by R 29 000 526(Controliing entity R 20 804 462).

The consolidated annual financial statements have been prepared on the basis of accounting policies applicable to a going
concern. This basis presumes that funds will be avaitable 10 finance future operations and that the realisation of assels and
settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of business.

The ability of the economic entily to continue as a gaing concern is dependent on a number of factors. The most significant of
these is that the accounling officer continue to procure funding for the ongoing operations for the economic entity.

47. Actual operating expenditure versus budgeted operating expenditure
Refer to Appendix A for the comparison of actual operating expenditure versus budgeled expenditure.

48. Actual capital expendlture versus budgeted capltal expenditure

Capltal expenditure Original Adjustment  Final budget Actual Difference
budget amounts on a between final
comparable  budget and
basis aclual

257964500 36001312 293965812 206443570 87 522 242

R294 millien was budgeted for capital expenditure for 2017/18, however, actual expenditure reported per Note 8 was below the
final budget by approximately 29,77 %.
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