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Accounting Officer's Responsibilitles and Approval

The. accounting officer is required by the Municipal Finance Mandgement Act (Act 56 of 2003), to Mmaintain ‘adequaté
-accounting records and is responsible for the. coritent and integrity of the annual financial statements and retsited financal
‘Information ingluded in this report. Its thie responsibility f the accounting officetdo ensure that ths annual financial statements
‘falrly present the state of affdirs ofthe municipality as at the and of thefinangial year and the results of its operations. and vagh
Hlows for the period thien ended. Thie.external anditors aré engaged 't efpress aft independent opinion an the anntal-financial

.slateménts.and was given unsestricted access 16 all finandiz] records and relatad data,

The arhual financial statements Havk been prépared ih accordance-with Standards of Gererally Recognised Accounting,
Fractice (GRAP) including any interpretations, guidelines and directives issted by. the: Accounting Standards Board:

THe anntal fijantial slaleqments are based upon appropriate acgpuni'ing policies consistently applied and sgp;god_ed‘by o
reasonable and prulientjiddements and estiniates, Tha-decounting officer acknalvledges that heis uliimatély responsiolé for

-the sysier of intemal financidt cantral established by the municipality and place considerable importance on maintaining &

sfrorg contral environment, -fo.enable-the acobuniing officar to meét these respbnsiblliies; the adedinting officef-sels )
-steindards for internal cantrol ajmed at reduciny Hlie rigk-oféyror or deflull Tn 4 £vs! elective manner. The standards Ipelyda.the
proper qg'[ega_lron of responsibilitie_‘s within a clearly-defined framework, effeclive accounting plocadures ahd adeqgijate
segregation of dulies to ensure ait agcaptable leval of risk. These.contrals are' menltorad throughaut-the municipalify and all
employees arerrequived-to mainfain the highestethical standards in ensuring the munigipality's bisiness is conducted In a
phanner that in all reasariable circumstances is-abave-reproach: The focus of risk managament in the municipality = on
Identifying, assessing, managing and manitorlng alt known forms of risk across the. municipatity. While-ogeraling tisk caniiofbe
Fully elminated, the mUnicjpality andeavairs to midimise it by-enstiring thet appropriate infrastructure, conlrols, systetns and
éthlcal behavicur are applied and managed within predetermined progedures and canstraints, )

The accounting officer is-of the opinion, based on'thé information and explanations given by. management, that he system of
inferaal control provides reasonable assurance thatthe fianigial rerords.may b relied on forthe preparation of the annusl
financlal si@tements, However, any system of intérnal inancial control can provide only reasonable, and pot absolute,

assurance against materlal misstatement-or deficit,

‘The-accounting officer. has reviewed-he municipality's cash flow-forecast for the yearto June-30, 2018 and, it the light of this
review and the currant fipancial.potition, he is safisfied that ihe murilcipalily has or has access {o adaquate resources to
continiie in aperational existence for the foreseeable fofure. |

Although thé acdounting officér are primarity. responsible for the finaneial affairs of the mupicipalily, they are supporied;by fhe

munizipalily's external, auditors.

The extérnat auditors are resppnsii)'le for independently reviewing and reporting on the municipality's-annual finanicial
statements. The' annual financiit statemenis have been exemined by thie municipaiily's:external auditors and their repoft is
presented-on'page 6.

Tho annual finanoial efatements’set sut an pages k8 75, which have baen preparad on lie guing concen) bash, were

-approved by theaccoynting officer on 39 AGgust-2018 and were.signed;on jis behaif by;

Accounting Officer
Monzkedl §.R
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Accounting Officer's Report

The accounting officer subrmits his report for the year endad 30 June 2018.
1. Review of activities

Main business and operations

2.  Going concern

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of
liabilities, contingent obligations and commitrments will accur in the ordinary course of business.

The ability of the municipality to continue as a going concarn is dependent on a number of factors. The most significant of
these is that the accounting officer continue to secure funding through the nationat treasury. The most significant of these is that
the accounting continues to secure funding through national treasury for the ongoing operations of the municipality Other
factors affecting going concern are as follows:

As at 30 Jung, the municipality's current liabilities exceed the current assets by R 1,178,844,045 resulting in the municipalily to
be technicaly insolvent. This fact on its own does bar the municipality to continue being a going concern given that gaing
concern implies that the municipality will be in evistance within 1?7 months of the balance sheet dates. The factors indicated
below confirms that the municipality will be in existence within 12 months of the balance sheet date.

a) The municipality is experiencing challenges of collecting own revenue from water and sanitation. This is due to weakness
and controls involving management of revenue at the local municipalities since the latter are service providers and the district is
the service authority.

b} The municipality is service significant historic obligations that do not necessarily have source of funding other than the
iunding from National Treasury. These obligations include Lepelle Northern Water estimated at R548 miillion, Department of
Water Affairs estimated at R250 million, as well as litigations and claims that come on an ad hoc basis. These litigations and
claims can easily cost the municipality over R100 million per annum.

¢) There is a need fo relook inte the municipality’s obligations against its resources as the situation currently is not sustainable.

d) The municipality invests & significant amount of resources in the water and sanitation infrastructure with little if any return.
This is as the municipality spend a full calendar year without a cent being recaived from water and sanitation consumers.

e) Itis extremely difficult to effectively monitor the cash flow of the municipality because a lot of payments are historic and
come on surprise bases These payments come in various form including, historic claims of contractors on projects, historic
legal fees, unpredictable and excessive overtime payments from essential services sections, eic.

f) More often than not, MIG funding fransfer for committed projects from National Treasury gets delayed putting more pressure
on the liguidity of the municipality.

g) There is also a significant portion of payments for infrastructure projects funded through own funding outside budgets as
most of the payments are made fo avoid litigations.

Even though the current liabilities exceed the current assets the municipality is a going concern because of the following
reasons:

a) There is a commitment from National Treasury to fund the operations of the municipality through equitable share and
conditional grants. This is substantiated by past practice and gazettes issued by National Treasury for the MTREF pericd under
consideration.

b) There is no change in the legislation that impact on the municipality's ability to continue as a going concern;

c) There is plans to ensure that there is effective spending of funds.
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Accounting Officer's Report

d) There is no communication or statement issuad by national treasury to the effect that the municipality will no longer qualify
funds Troin the naliongl beasury in the loreseable [ulure,

{e) The municipality has rearranged its long term debts to have significant portions financed over a long term to allow for
liquidity.

{f) In the medium to long - term, the municipality is taking consideration over water and sanitation function with the aim of
maximising revenug collection and recovery of debtors, the monies which will be utilised to pay creditors with speed and return
to good liquidity and solvency positions.

(@) The municipality has prepared a healthy cashflow projection for the 2018/2019 financial year which has to date been
complied with.

(h) The municipality is spending within budget votes which will assist in keeping expenses and liability repayments within
hudgeted resources

3. Subsequent events
The accounting officer is not aware of any matter or circumstance ariging since the end of the financial yaar,
4. Accounting policies

The annual financial statements prepared in accordance with the prescribed Standards of Generally Recognised Accounting
Practices {GRAP} issued by the Accounting Standards Board as the prescribed framework by National Treasury.

5.  Accounting Officer
The accounting officers of the municipaiity during the year and to the date of this report is as follows:

Monakedi S.R (South African).
01 April 2017 to date

6. Auditors

Auditor - General South Africa will continue in office for the next financial pericd.
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Statement of Financial Position as at 30 June 2018

Figures in Rand Note(s) 2018 2017
*Restated
Assets
Current Assets
Inventories 6 14175 417 14 756 932
Receivables from exchange transactions T 228041 434 194 202 482
VAT receivable 8 104 728 852 85 888 375
Consumer debtors Q 73021613 165724 557
Cash and cash equivalents 10 131 303 661 7761017
551 271 037 468 333 343
Non-Current Assets
Property, plant and equipment 3 6 1686 974 905 4 800 705 934
Intangible assets 4 7 187 186 8 110 303
Heritage assets 5 432 000 432 000
Asset Held for Sale 38 15 504 15 504
5177 609 594 4 908 362 831
Total Assets 5728880631 5376696174
Liabilities
Current Liabilities
Finance lease obligation 39 3 368 308 -
Payables from exchange transactions i3 1656953 711 1522 846 360
Unspent conditional grants and receipts " 85 441 472 2 186 553
Consumer deposits 4 351 5% 4039720
1730115082 1529 072 633
Non-Current Liabilities
Finance lease liability 39 4784 830 -
Employee cost related provision 12 85349 118 80 502 508
Provision on Landfill site 37 18 100 781 11 871 983
108 234 729 92 474 502
Total Liabilities 1 838 349 811 1621 547 135
Net Assets 3890 530 820 3755 149 039

Accumulated surplus

3 890 530 822

3755 140 043
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Statement of Financial Performance

Figures in Rand Note(s) 2018 2017
*Restated

Revenue

Revenue from exchange transactions

Service charges 15 178 850094 166 927 478

Interest on outstanding debtors 39628665 40 355 569

Other income 17 6 522 398 877 360

Interest received - investment
Total revenue from exchange transactions

Revenue from non-exchange transactions

Transfer revenue
Government grants & subsidies 18

Total revenue 14

Expenditure

Einployee cosls 19
Remuneration of Councillors

Depreciation and amortisation 20
Impairment of assets 25
Finance cost 21
Debt Impairment 22
Buik purchases 23
Contracted services 24

Grants and subsidies paid
Repairs and maintenance
General expenses 25

Total expenditure

Operating surplus (deficit)
Surplus (deficit) for the year

5 437 907 7 128 364
230439064 215088771

1264 190 123 961 718 681
1484 629 187 1176 807 452

(3/6 318 320) (316 848 b36)
(13179 128) (14 289 258)
(177 883 702) (226 767 209)
(26 304 809) -
(225612) (214 110)
(65967 708) (56 090 683)
(288 788 797) (313 208 196)
(68 498 688) (62 549 812)
(1325647) (863 815)
(64 406 800) (80 170 383)
(144 450 016) (292 424 308)

(1227 349 227)(1 365 424 410}

257 279960 (188 616 958)
257 279960 (188 616 958)
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Statement of Changes in Net Assets

Figures in Rand

Accumulated Total net
surplus assels

Balance at 01 July 2016

Deficit for the year
Total changes
Balance at 01 July 2017

Net income/(loss) recognisad directly in net assets

Surplus for the year

Total recognised income and expenses for the year
Total changes

Balance at 30 June 2018

Note(s)

3 943 766 001 3 943 766 001

(188 616 958) (188 616 958)
(188 616 958) (188 616 958)
3755149 042 3 755 149 042

{121 898 180) (121 898 180)

{121 898 180) (121 898 180)
257 279960 257 279 980

135381780 135381780
135381780 135381 780
3 800 630 822 3 890 530 822

10
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Statement of Cashflow
Figures in Rand . Note(s) 2018 2017

Cash flows from operating activities

Receipts
Taxation 135219 168 -
Grants 1317 445042 984 091 077
Interest income 4 345 432 7 028 526
Other receipts 1908 427 683 275
VAT refund 58 006 459 139 768 167
1518 924 528 1131571 045
Payments
Employee costs (383 400 497) (258 732 629)
Supplicrg (546 205 2G7) (461 418 911)
Finance costs (775 612) (214 110)
(928 911 376) (721 365 250)
Net cash flows from operating activities 27 587 013 152 410 205 795
Cash flows from investing activities
Purchase of property, plant and equipment 3 (459 705 628) (511811 022)
Cash flows from financing activities
Finance lease payments (1118 807) -
Net increasel/(decrease) in cash and cash equivalents 126 180 717 (101 605 227)
Cash and cash equivalents at the beginning of the year 7761017 109 357 699
Cash and cash equivalents at the end of the year 10 133 951 734 7761 017

11
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Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved Adjusiments  Final Budget Actual amounts Difference Percentage
budget on comparahle between final
basis budget and
Figures in Rand actual
Statement of Financial Performance
Revenue
Revenue from exchange
transactions
Service charges 237 721 250 (2503757) 235217493 178850004 (56 367 399) 24.08
Interest on outstanding debtors - - - 39628865 39628665
Other income - (roflup) 1040 000 620 000 1 660 000 6 522 398 4 862 398 13.68
Interest received - investment 10300000  (4000000) 6300000 5 437 907 (862 093) 9.62
Total revenue from exchange 249 061 250 (5 883 757) 243177493 230439064 (12738429)
trancactions
Revenue ffom non-exchange
transactions
Transfer revenue
Government grants & subsidies 1337 249000 40 942 287 1378 191 287 1254 190 123 (124 001 164) 9.30
Total revenue 1 586 310 250 35058 530 1621368780 1484629187 (136 739 593)
Expenditure
Personnel 385589864 (18612932) 366976932 (376 318 320) (743 295 252) 196.47
Remuneration of councitflors 8 508 768 3179504 11688272 (13179128) (24 867400) 35389
Depreciation and amortisation 184 887 757 - 184 687 757 (177 883 702) (362 571 459) 197.71
Impairment loss/ Reversal of - - - (26304 809) (26 304 809)
impairments
Finance cosis - - - (225612} {225 612)
Debt Impairment - - - (85967 708) (65 967 708)
Bulk purchases 152 840 000 12000 152852000 (288788797 (441640797) 2389
Coniracted Services - - - (68498 688) (68 498 688)
Debt Impairment 23 398 895 827000 242256895  (1325647) (25551542)
Transfer and Grants - - = (64 406 800) (64 406 8O0)
General Expenses 755025284 16248428 738776856 (144 450016) (883 226 872) 3.23
Total expenditure 1 510 050 568 1 654 000 1479 207 712 (1 227 349 227)2 706 556 939)
Operating surplus 3 096 360 818 36712530 3133073 348 257 279 960 (2 875 793 388)
Transfer Recognised - Capital 640834 648 (30359 022) 610475626 - (610 475 626) 100

Surplus before taxation

3 737 195 466

6 353 508 3 743 548 974

257 279 960 (3 486 265 014)

Actual Amount on Comparable 3 737 185 466

Basis as Presented in the
Budget and Actual
Comparative Statement

6 353 508 3 743 548 974

257 279 960 (3 486 269 014)

12
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Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved Adjustments  Final Budget Actual amounts Difference Percentage
budyed on compzrable betwesn lnal
basis budget and
Figures in Rand actual
Statement of Financial Position
Assets
Current Assets
Receivables from exchange 338 752 068 - 338752968 0228041494 (110711474) 5159
fransactions
VAT receivable - - - 104728852 104728852
Inventory - - - 14175417 14175417
Consumer debtors 298 578 682 - 298578682 73021613 (225557 069) 75.54
Cash and cash cquivalents - - - 131303661 131303 681
G37 331 450 - 637331650 551271037 (06060 613)
Non-Current Assets
Property, plant and equipment 4 802 348 242 - 4802348 242 5160974005 367 626 663 0.08
Intangible assets 10 241 957 - 10241957 7187 185 (3054 772) 29.83
Heritage assets - - - 432 000 432 600
Asset Held for Sale - - - 15 504 15 504
4 812 590 199 - 4812590199 5177609594 365 019 395
Total Assets 5 449 921 849 - 5449921 849 5728880631 278 958 782
Liabilities
Current Liabilities
Finance lease obligation - - - 3 368 308 3 368 308
Payables from exchange 531127 376 - 531127376 1656953 711 1125826 335 66.53
transactions
Consumer deposits 4 674 666 634 946 4039 720 - {4039720) 0.07
Unspent conditionat grants and - - - B5441472 65441472
raceipts
Consumer deposits - - - 4 351 591 4 351 591
535 802 042 634946 535167 096 1730115082 1194 947 986
Non-Current Liabilities
Operating lease liability - - - 4 784 830 4 784 830
Employee cost related provision 63 364 489 - 83364489 35340118 21984629 34.69
Proviston on Landfill sile - - - 1810781 18100781
63 364 489 - 63364489 108234728 44870240
Tota! Liabilities 599 166 531 634 246 598 531585 1838 349811 1239 818 226

Net Assets

Net Assets

Net Assets Attributable to
Owners of Controlling Entity

Reserves

4 850 755 318

(634 946)4 851 390 264

3890530820

(960 859 444)

Accumulated surplus 4 850 755 318 (4 850 755 318) - 3 890 530 820 3 890 530 820

13
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Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved Adjustments  Final Budget Actual amounts Difference Percentage
budget on comparable between final
basis budget and
Figures in Rand actual
Cash Flow Statement
Cash flows from operating activities
Recelpts
Other revenue 238 000 000 - 31660000 199479489 167 819489
Government - operating 763 067 000 - 764008 000 835749 9561 71 741 961
Government - capital 559 950 000 - 558850000 481695081 (78254 19)
1581 01T 000 - 13556183000 1516892483 161 306 831
Paymenis
Employee costs (/01 814 000) - {741 973 000} (383 400497) 358572503
Other cash item - - - (549158 47) (549 158 947)
{701 814 000) - {741 973 000} {932 559 444} (190 586 444)
Net cash flows from operating 858 203 000 - 613645000 584385087 (29279913)
activities
Cash flows from investing activities
Capital assets (640 835 000) 30359000 (610476 000} (459705 628) 150770 372
Finance lease payments - - - (1118807) (11163807)
Net cash flows from investing (640 835 000) 30 359 000 (810 476 000) (460822 435) 149 653 565
activities
Net increase/(decrease) in cash 218368 000 30 359 000 3169000 1423542652 120373 652
and cash equivalents
Cash and cash equivalents at {109 357 689) 30359000 (610476 000) 7761017 618 237 017
the beginning of the year
Cash and cash equivalents at 109 010 301 60 718 000 (607 307 000) 131303669 738610669

the end of the year

14
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Accounting Policies

1. Presentation of Annual Financial Statements

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

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

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

1.1 Going concern assumption

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

1.2 Significant judgements and sources of estimation uncertainty

In preparing the annual financial statements, management is roquired to make ostimatos and assumptions that affact the
amounts represented in the annual financial statements and related disclosures. Use of available information and the
application of judgement is inherent in the formation of eslimales. Aclual resulls in the fulure could dilfer rom tese eslimates
which may be material to the annual financial statements. Significant judgements include:

Trade receivables or [oans and receivables

The municipality assesses is trade receivables, held to maturity investments and loans and receivables for impairment at the
end of each reporting period. In determining whether an impairment loss shouid be recorded in surplus or deficit, the
municipality makes judgements as to whether there is observable data indicating a measurable decrease in the estimated
future cash flows from a financial asset.

The impairment for trade receivables and loans and receivabies is caiculated on a portfolio basis, based on historical loss
ratios, adjusted for national and indusiry-specific economic conditions and other indicators present at the reporting date that
correlate with defaults on the portfolic. These annual loss ratios are applied to loan balances in the portfolio and scaled to the
estimated loss emergence period.

Allowance for slow moving, damaged and ohsolete stock

An allowance for stock to write stock down to the lower of cost or net realisable value. Management have made estimates of
the selling price and direct cost to sell on certain inventory items.

Fair value estimation

The fair value of financial instruments traded in active markets (such as trading and available-for-sale securities) is based on
quoted market prices at the end of the reporting period. The quoted markei price used for financial assets held by the
municipality is the current bid price.

The fair value of financial instruments that are not traded in an active market (for example, over-the counter derivatives) is
determined by using valuation techniques. The municipality uses a variety of methods and makes assumptions that are based
on market conditions existing at the end of each reporting period. Quoted market prices or dealer quotes for similar instruments
are used for long-term debt. Other technigues, such as estimated discounted cash flows, are used to determine fair value for
the remaining financial instruments. The fair value of interest rate swaps is calculated as the present value of the estimated
iuture cash flows. The fair value of forward foreign exchange contracts is determined using quoted forward exchange rates at
the end of the reporting pericd.

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair values.
The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual cash flows at the
current market interest rate that is available to the municipality for similar financial instruments.

The carrying amount of available-for-sale financial assets would be an estimated - lower or - higher were the discounted rate
used in the discount cash flow analysis to differ by 10% from managament’s estimaies.

15
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Accounting Policies

1.2 Significant judgements and sources of estimation uncertainty (continued)
impairment testing

The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of value-
in-use calculations and fair values less cosis to sell. These calculations require the use of estimates and assumptions. it is
reasonably possible that the assumption may change which may then impact our eslimalions and may lhen require @ imalerial
adjustment to the carrying value of goodwill and tangible assets.

The municipality reviews and tests the carrying value of assets when events or changes in circumstances suggest that the
carrying amount may not be recoverable. In addition, goodwill is tested on an annual basis for impairment. Assets are grouped
at the lowest level for which identifiable cash flows are largely independent of cash flows of other assets and liabiliies. If there
are indications that impairment may have occurred, estimaies are prepared of expected future cash flows for each group of
assets. Expected future cash flows used to determine the value in use of goodwill and tangible assets are inherently uncertain
and could materially change over time

Provisivtis

Provisions were raised and management determined an estimate based on the information available. Additional disclosure of
thase estimates of provisions are includad in nota 12 - Provisions.

Post retirement benefits

The present value of the post retirement obligation depends on a number of factors that are determined on an actuarial basis
using a number of assumptions. The assumptions used in determining the net cost (income) include the discount rate. Any
changes in these assumptions will impact on the carrying amount of post retirement cbligations.

The municipality determines the appropriate discount rate at the end of each year. This is the interest rate that should be used
to determine the present value of estimated future cash outflows expected to be required to setile the pension obligations. In
determining the appropriate discount rate, the municipality considers the interest rates of high-quality corporate bonds that are
denominated in the currency in which the benefits will be paid, and that have terms to maturity approximating the terms of the
related pension liabitity.

Other key assumptions for pension obligations are based on current market conditions. Additional information is disclosed in
Note .

Effective interest rate

The municipality used the prime interest rate to discount future cash flows,

Allowance for doubtful debts

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

Cash and Cash equivalents

Cash and Cash equivalents are measured at cost.

Cash includes cash on hand cash with banks. Cash equivalents are short term highly liquid investments that are held with
registered banking institutions with maturities of three months cr less and are subject to an insignificant risk of change in value.
For the purpose of the Cash Flow Statement, cash and cash equivalents comprise cash on hand and deposits held on call with
bankst

Trade payables

Trade payables are initially measured at fair value plus transaction costs that are directly attributable to the acquisition and are
subsequently measured at amortised cost using the effective interest rate method.
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1.2 Significant judgements and sources of estimation uncertainty (continued)
Events after balance sheet date

Recognised amounts in the financial statements are adjusted to reflect events arising after the balance sheet date that provide
evidence of conditions that existed at the Balance Shest date. Events after the balance sheet date that are indicative of
conditions that arose after the Balance Sheet date are disclosed with by way of note to the Financial Statements

Disclosure for each material category of non-adjusting events after the reporting date shouid be done disclosing the nature of
the event and the estimation of its financial effect or a statement that such an estimation cannot be made.

1.3 Property, plant and equipment

Properly, plant and equipment are tangible nen-current assets (including infrastructure assets) that are held for use in the
praduction or supply of gonds or services, rental to 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 whenr
. it is probable that future economic benefits or service potential associated with the itemn will flow to the
municipality; and
. the cost of the item can be measured reliably.

Property, plant and equipment is initially measured at cost.

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

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

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

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

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

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also
included in the cost of property, plant and equipment, where the entity 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 itemn of property, plant and equipment ceases when the iter is in the location
and condition necessary for it o be capable of operating in the manner intended by management.

ltemns such as spare parts, standby equipment and servicing equipment are recognised wher they meet the definition of
property, plant and equipment.

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining
inspection costs from the previous inspection are derecognised.

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

Property, plant and equipment is carried at revalued amount, being the fair value at the date of revaluation less any subsequent
accumulated depreciation and subsequent accumulated impairment losses.

Revaluations are made with sufiicient regularity such that the carrying amount does not differ materially from that which would
be determined using fair value at the end of the reporting period.
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1.3 Property, plant and equipment {continued)

When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation is
restated propertionately with the change in the gross carrying amount of the asset so that the carrying amount of the asset after
revaiuation equals its revalued amount.

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

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

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

The revaluation surpius in equity retated to a specific item of property, plant and equipment is transferred directly to retained
earnings when the asset is derecognised.

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

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

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

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

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

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

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

ltem Average useful life
Land Indefinite
Buildings 30 years
Plant and machinery 4 - 10 years
Furniture and fixtures 5-7 years
Motor vehicles 7-15 years
Work [n Progress 4 -5 years
Information Technology Equipment 4 years
Speciliased vehicles 15 years
Water reservair reticulation 5- 80 years
Sewerage purification 5-60Q years

The depreciable amount of an asset is allocated on a systematic basis over its useful life.

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

18



Mopani District Municipality
(Registration number DC33}
Annual Financial Statements for the year ended 30 June 2018

Accounting Policies

1.3 Property, plant and eguipment (continued)

The depreciation method used reflects the pattern in which the asset’s future economic benefits or service potential are
expected to be consumed by the municipality. The depreciation method applied to an asset is reviewed at least at each
reporting date and, if there has been a significant change in the expected pattern of consumption of the future economic
benefits or service potential embodied in the asset, the method is changed to reflect the changed pattern. Such a change is
accounted for as o change in an accounting eatimate.

The municipality assesses at each reporting date whether there is any indication that the municipality expectations about the
residual value and the useful life of an asset have changed since the preceding reporting date If any such indication exists, the
municipality revises the expected useful life andfor residual value accordingly. The change is accounted for as a change in an
accounting estimate.

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

Itema of property, plant and equipment are derecognised when the asset is disposed of or when Where are no furlhier econurmic
benefits or service potential expected from the use of the asset.

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

Assets which the municipality holds for rentals to others and subsequently routinely sell as part of the ordinary course of
activities, are transferred to inventories when the rentals end and the assets are availabte-for-sale. Proceeds from sales of
these assets are recognised as revenue. All cash flows on these assets are inciuded in cash flows from operating activities in
the statement of financial position.

The municipality separately discloses expenditure to repair and maintain property, plant and equipment in the notes to the
financial statements (see note ).

The municipality discloses relevant information relating to assets under construction or development, in the notes to the
financial statements (see note ).

1.4 Intangibie assets

An asset is identifiable if it either;

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

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

A binding arrangement describes an arrangement that confers simifar rights and obligations on the parties o it as if it were in
the form of a contract.

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

The municipality assesses the probability of expected future economic benefits or service potential using reasonable and
supportable assumptions that represent management's best estimate of the set of economic conditions that will exist over the
useful life of the asset.

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

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred.
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1.4 Intangible assets (continued)

An intangible asset arising from development {or from the development phase of an internal project) is recognised when:
. it is technically feasible to complete the asset so that it will be available for use or sale.

there is an intention to complete and use or sell it.

there is an ability to use or sell it.

it will generate probable fuiure economic benefits or service potential.

there are available technical, financial and other resources to complete the development and to use or sell the

asset.

. the expenditure atiributable to the asset during its development can be measurad reliably.

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

An infangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foresceable
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, hut they are tested for impairment annually and whenever there is an indication that the
asset may be impaired. [Mor all other intangible assets amortisation is provided on a straight line basis over their useful lile.
The amortisation period and the amortisation method for intangible assats are reviewed at each reporting date.

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

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised as
intangible assets.

Internally generated goodwill is not recognised as an intangible asset.

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

ltem Useful life
Licenses and franchises 5 years
Computer software % years
Blyde Water Utility 20 years

Intangible assets are derecognised:
. on disposal; or
+  when no future economic benefits or service potential are expected from its use or disposal.

The gain or loss arising from the derecognition of intangible assets is determined as the difference betwen the net disposal
proceads.Such difference is recognised in surplus or deficit when the intangible asset is derecognised.

1.5 Heritage assefs

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

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

Class of heritage assets means a grouping of heritage assets of a simiiar nature or function in an municipality’s operations that
is shown as a single item for the purpose of disclosure in the annual financial statements.

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

Depreciation is the systematic allocation of the depreciable amount of an asset over its usefut life.
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1.5 Heritage assets (continued)

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

Heritage assets are assets that have a cultural, envirenmental, historical, natural, scientific, technological or artistic significance
and are held indefinitely for the benefit of present and future generations.

Animpairment loss of a cash-generating asset is the amount by which the carrving amount of an asset exceads its recoverable
amount.

Animpairment loss of a non-cash-generating asset is the amount by which the carrying amount of an asset exceeds its
recoverable service amount.

An inalienable item is an asset that an municipality is required by law or otherwiee fo retain indofinitoly and cannot bo disposed
of without consent.

Recoverable amount is the higher of a cash-generating asset’s net selling price and its value in use.
Racoverable sarvice amount ie the higher of a non cash gonorating asset’s fair value less costs to scil and its valuc in use.

Value in use of a cash-generating assot is the present value of the future cash flows expecled lu be derived lrom an asset or
cash-generating unit.

Value in use of a non-cash-generating asset is the present value of the asset's remaining service potential.

The municipality separately discloses expenditure to repair and maintain heritage asseis in the notes to the financial
statements (see note ).

The municipality discloses relevant information relating to assets under construction or develepment, in the notes to the
financial statements {see note ).

Initial measurement
Heritage assets are measured at cost.

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

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

After recognition as an asset, a class of herifage assets, whose fair value can be measurad reliably, is carried at a revalued
amount, being its fair value at the date of the revaluation less any subsequent impairment losses.

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

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

Derecognition

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

The gain or loss arising from the derecognition of a heritage asset is included in municipality or deficit when the item is
derecognised (unless the Standard of GRAP on leases requires otherwise on a sale and leaseback).
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1.6 Financial instruments

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

The amortised cost of a financial asset or financial liability is the amount at which the financial asset or financial liability is
measured at initial recognition minus principal repayments, plus or minus the cumulalive amortisation using the effeclive
interest method of any difference between that initial amount and the maturity amount, and minus any reduction (directly or
through the use of an allowance account) for impairment or uncollectibility.

A concessionary loan is a loan granted to or received by an entity on terms that are not market related.

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to discharge
an obligation.

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
fureign exchange rales.

Derecognition is the removal of a previcusly recognised financial asset or financial liability from an entity's statement of
financial position

A derivativa is a financial instrument or other contract with ali three of the following characteristics:
. Its value changes in response to the change in a specified interest rate, financial instrument price, commaodity price,
foreign exchange rate, index of prices or rates, credit rating or credit index, or other variable, provided in the case of
a non-financial variable that the variable is not specific to a party fo the contract (sometimes called the ‘underlying’).
. It requires no initial net investment or an initial net investment that is smaller than would be required for other types
of contracts that would be expected to have a similar response to changes in market factors,
. ltis settled at a future date.

The effective interest method is a method of caiculating the amortised cost of a financial asset or a financial liability {or group of
financial assets or financial liabilities) and of allocating the interest income or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the expected life of
the financial insirument or, when appropriate, a shorter period to the net carrying amount of the financial asset or financial
liability. When calculating the effective interest rate, an entity shall estimate cash flows considering all contractual terms of the
financial instrument {for example, prepayment, call and similar options) but shall not consider future credit fosses. The
calculation includes alt fees and points paid or received between parties to the contract that are an iniegral pari of the effective
interest rate (see the Standard of GRAP on Revenue from Exchange Transactions), transaction costs, and all other premiums
or discounts. There is a presumption that the cash flows and the expected fife of a group of similar financial instruments can be
estimated reliably. However, in those rare cases when it is not possible to reliably estimate the cash flows or the expected life
of a financial instrument {or group of financial instruments), the entity shall use the contractual cash flows over the full
contractual term of the financial instrument {or group of financial instruments).

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

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

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a
loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified terms of a
debt instrument.

A financial liability is any liability that is a contractual cbligation to:
*  deliver cash or another financial asset to another entity; or
. exchange financial assets or financial liabilities under conditions that are potentially unfavourable to the entity.
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1.6 Financial instruments (continued)

interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market interest rates.

Licuidity risk is the risk encountered by an entity in the event of difficulty in meeting obligations associated with financial
liabilities that are setfled by delivering cash or another financial assel.

Loan commitment is a firm commitment to provide credit under pre-specified terms and conditions.
Loans payable are financial liabilities, other than short-term payables on normal credit terms.

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market risk comprises three types of risk: currency risk, interest rate risk and other price risk.

Cther price risk is the risk that the fair value or future cash flows of a financial instrument will fiuctuate because of changes in
market prices {other than those arising from inlerest rale risk or currency risk), whelher lhose changes are caused by faclors
specific to the individual financial instrument or its issuer, or factors affecting all similar financial insteements traded in the
market,

A financial asset is past due when a counterparty has failed to make a payment when contractually due.

A residual interest is any contract that manifests an interest in the assets of an entity after deducting all of its liabflities. A
residual interest includes contributions from owners, which may be shown as:
. equity instruments or simitar forms of unitised capital;
. a formal designation of a transfer of resources (or a class of such iransfers) by the parties to the transaction as
forming part of an entity's net assets, either before the contribution occurs or at the time of the contribution; or
. a formal agreement, in relation to the contribution, establishing or increasing an existing financial interest in the net
assets of an entity.

Transaction costs are incrementzal costs that are direcily attributable to the acquisition, issue or disposal of a financial asset or
financial liability. An incremental cost is one that would not have been incurred if the entity had not acquired, issued or
disposed of the financial instrument.

Financial instruments at amortised cost are non-derivative financial assets or non-derivative financial babilities that have fixed
or determinable payments, excluding those instruments that:

. the entity designates at fair value at initial recognition; or

»  are held for frading.

Financial instruments at cost are investments in residual interests that do not have a quoted market price in an active market,
and whose fair value cannot be reliably measured.

Financial instruments at fair value comprise financial assets or financial liabilifies that are:

. derivatives;

. combined instruments that are designated at fair value;

. instruments held for trading. A financial instrument is held for trading if:
- itis acquired or incurred principally for the purpose of selling or repurchasing it in the near-term; or
- on initial recognition it is part of a portfolio of identified financial instruments that are managed together and for
which there is evidence of a recent actual pattern of short term profit-taking;
- non-derivative financial assets or financial liabilities with fixed or determinable payments that are designated at
fair value at initial recognition; and
- financial instruments that do not mest the definition of financial instruments at amortised cost or financial
instruments at cost,
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1.6 Financial instruments (continued)
Classification

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
Cash and cash equivalents Financial asset measured at amortised cost
Other receivables Ioans and receivables
Loans and receivables loans and receivables
Consumer debtors loans and receivables
Held to maturity investments Held on maturity

The entity has the following types of financial liabilities {classes and category) as reflected on the face of the statement of
fnancial posilion or in the notes thereto:

Class Category
Other financial liabilities Financial liabilily measured al amorlised cosl
Trade and other payabies Financial liability measured at amortised cost
Consumer deposits Financial fiability measured at fair value

Initial recognition

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

The entity recognises financial assets using frade date accounting,
Initial measurement of financial assets and financial liabilities

The entity measures a financial asset and financial lizbility initially at its fair value plus transaction costs that are directly
altributable to the acquisition or issue of the financial asset or financial liability.

The entity measures a financial asset and financial liability initially at its fair value [if subsequently measured at fair value].

The entity first assesses whether the substance of a concessionary loan is in fact a loan. On initial recognition, the entity
analyses a concessionary loan into its component parts and accounts for each component separately. The enfity accounts for
that part of a concessicnary loan that is:
. a social benefit in accordance with the Framework for the Preparation and Presentation of Financial Statements,
where it is the issuer of the loan; or
= non-exchange revenue, in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions
{Taxes and Transfers), where it is the recipient of the loan.
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1.6 Financial instruments (continued)
Subsequent measurement of financial assets and financial liabilities

The entity measures all financial assets and financial liabilities after initial recognition using the following categories:
. Financial instruments at fair value.
. Financial instruments at amortised cost.
. Financial instruments at cost.

All financial assets measured at amortised cost, or cost, are subject to an impairment review.
Fair value measurement considerations

The best evidence of fair value is quoted prices in an active market. If the market for a financial instrument is not active, the
entity establishes fair value by using a valuation technigue The objective of using a valuation technicque is to establish what the
transaction price would have been on the measurement date in an arm’s length exchange motivated by normal operating
considerations. Valuation techniquas include using recent arm’s length market transaclions belween knowledyeabie, willing
parties, if available, reference to the current fair value of anather instrument that is substantially the same, discounted cash flow
analysis and option pricing models. If thers is a valuation technique commonly used by market participants to price the
instrument and that technique has been demonstrated to pravide reliable estimates of prices obtained in actual market
transactions, the entity uses that technigue. The chosen valuation technique makes maximum use of market inputs and relies
ag littlo ag pocsiblo on entity speoifio inputs. It incorporates all factors that market participants would consider in astting a price
and is consistent with accepted economic methodologies for pricing financial instruments. Periodically, an municipality
calibrates the valuation technigue and tests it for validity using prices from any observable current market transactions in the
same instrument (i.e. without modification or repackaging) or based on any available cbservable market data.

The fair value of a financial liability with a demand feature {e.g. a demand deposit) is not less than the amount payable on
demand, discounted from the first date that the amount could be required to be paid.

Reclassification
The entity does not reclassify a financial instrument while it is issued or held unless it is:

. combined instrument that is required to be measured at fair value; or

. an investment in a residual interest that meets the requirements for reclassification.
Where the entity cannot reliably measure the fair value of an embedded derivative that has been separated from a host
contract that is a financial instrument at a subseguent reporting date, it measures the combined instrument at fair value. This
requires a reclassification of the instrument from amortised cost or cost to fair value.
If fair value can no longer be measured reliably for an investment in a residual interest measured at fair value, the entity
reclassifies the investment from fair value to cost. The carrying amount at the date that fair value is no longer available
becomes the cost.
If a reliable measure becomes available for an investment in a residual interest for which a measure was previously not
available, and the instrument would have heen required to be measured at fair value, the entity reclassifies the insfrument from
cost to fair valus.
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 valug is
recognised in municipality or deficit.

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

Impairment and uncollectibility of financial assets

The entity assesses at the end of each reporting period whether there is any objective evidence that a financial asset or group
of financial assets is impaired.

Financial assets measured at amortised cost:
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1.6 Financial instruments (continued)

If there is objective evidence that an impairment foss on financial assets measured at amortised cost has been incurred, the
amount of the loss is measured as the difference between the asset's carrying amount and the present value of estimated
future cash flows (excluding future 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 directly OR through the use of an allowance account. The
amount of the loss is recognised in municipality or deficit.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised, the previously recognised impairment loss is reversed directly OR by
adjusting an allowance account. The reversal does not result in a carrying amount of the financial asset that exceeds what the
amortised cost would have been had the impairment not been recognised at the date the impairment is reversed. The amount
of the reversal is recognised in municipality or deficit.

Financial assots measured at cost

H there is cbjeclive evidence Lhal an impainnent luss has bean incurred on an invesbiment it 2 residual interest that is nol
measured at fair value because its fair value cannot be measured reliably, the amount of the impairment loss is measured as
the difference between the carrying amount of the financial asset and the present value of estimated future cash flows
discounted at the current market rate of return for & similar financial asset. Such impairment losses are not reversed.

1.7 Leasas

Alease is classified as a {inance 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 ali the risks and rewards incidental to ownership.

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

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts egual to the fair value
of the leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to the lessor is
included in the statement of financial position as a finance lease obligation.

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in the lease.
Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The finance
charge is allocated to each period during the lease term so as & produce a constant periodic rate of an the remaining balance
of the liability.

Any contingent rents are expensed in the period in which they are incurred.

Operating leases - lessor

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

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leased asset
and recognised as an expense over the lease term on the same basis as the lease revenue.

The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term on a straight-line basis.
The aggregate benefit of incantives is recognised as a reducticn of rental expense aver the lease term on a straight-line basis.
Income for teases is disclosed under revenue in statement of financial performance.

Operating leases - lessee

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between
the amounts recognised as an expense and the contractual payments are recagnised as an operating lease asset or liability.
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1.8 Inventories

Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then their
costs are their fair value as at 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 they 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 estimated selling price in the ordinary course of operations less the estimated costs of completion
and the estimated costs necessary to make the sale, exchange or distribution.

Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting dats.

The cosl ol ihventories cumprises of all cosls of purchase, costs of conversion and other costs Incurred in bringing the
inventories to their present location and condition.

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

The cost of inventories is assigned using the first-in, first-cut (FIFO) formula. The same cost formula is used for all inventories
having & similar nature and use to the municipality.

When inventories are sold, the carrying 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 reafisable value or current repiacement cost and all losses of inventories
are recognised 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. After inventory is assessed at the
end of the year, obsolete items are written down using the market value of the inventory items.

1.8 Construction contracts and receivables

Construction contract is a contract, or a similar binding arrangement, specifically negotiated for the conetruction of an assot or
a combination of assets that are closely interrelated or interdependent in terms of their design, technology and function or their
ulimate purpose or use.

Contractor is an entity that performs construction work pursuant to a construction contract.

Cost plus or cost based contract is a construction contract in which the contractor is reimbursed for allowable or otherwise
defined costs and, in the case of a commercially-based contract, an additional percentage of these costs or a fixed fee, if any.

Fixed price contract is a construction contract in which the contractor agrees to a fixed contract price, or a fixed rate per unit of
output, which in some cases is subject to cost escalation clauses.

A contractor is an entity that enters into a contract to build structures, construct facilities, produce goods, or render services to
the specifications of another entity either itself or through the use of sub-contractors. The term “contractor” thus includes a
general or prime contractor, a subcontractor to a general contractor, or a construction manager.

The entity assesses the terms and conditions of each contract concluded with customers to establish whether the contract is a
construction contract or not. In assessing whether the contract is a construction contract, an entity considers whether it is a
ceniractor.

Where the outcome of a construction contract can be estimated reliably, contract revenue and costs are recognised by
reference to the stage of completion of the contract activity at the reporting date, as measured by .

Variations in contract work, claims and incentive payments are included fo the extent that they have been agreed with the
customer.
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1.9 Construction contracts and receivables {continued)

When the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised to the extent that
contract cosis incurred are recoverable. Contract costs are recognised as an expense in the period in which they are incurred.

When it is probable that total contract costs will exceed total contract revenue, the expected deficit is recognised as an
expense immediately.

1.10 Impairment of cash-generating assets

Cash-generating assets are assets used with the objective of generating a commercial return. Commercial return means that
positive cash flows are expected to be significantly higher than the cost of the asset.

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition
of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation)

Carrying amount is the amount at which an asset is recognised in the slalement of financial posilion after deducling any
accumulated depreciation and accumulated impairment losses thereon.

A cash-generating unit is the smallest identifiable group of assets used with the ohjective of generating a commercial return
that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or groups of
assots,

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax
expense.

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life.

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

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and iis value in use.
Useful life is either:

. the period of time over which an asset is expected fo be used by the municipality; or

+  the number of production or similar units expected to be obtained from the asset by the municipality.

Judgements made by management in applying the criteria to designate assets as cash-generating assets or non-cash-
generating asseis, are as follows:

[Specify judgements made]
ldentification
When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired.

The municipality assesses at each reporting date whether there is any indication that a cash-generating asset may be
impaired. 1§ any such indication exists, the municipality esfimates the recoverable amount of the asset.

Irrespective of whether there is any indication of impairment, the municipality also tests a cash-generating intangible asset with
an indefinite useiul life or a cash-generating intangible asset not yet available for use for impairment annually by comparing its
carrying amount with its recoverable 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 tested for impairment before the end
of the current reporting period.
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1.10 Impairment of cash-generating assets (continued)
Value in use

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived fram the
continuing use of an asset and from its disposal at the end of its useful lifs.

When esfimating the value in use of an asset, the municipality estimates the future cash inflows and outflows to be derived
from continuing use of the asset and from its uliimate disposal and the municipality applies the appropriate discount rate to
those future cash fiows.

Basis for estimates of future cash flows

In measuring value in use the municipality:

. hase cash flow projections on reasonable and supportable assumptions that represent management's best estimate
of the range of economic conditions that will exist over the remaining useful life of the asset. Greater weight is given
Lo exleral evide)ce,

. hase cash flow projeciions on the most recent approved financial budgets/forecasts, but excludes any estimated
future cash inflows or outflows expected to arise from future restructuring's or from improving or enhancing the
assel's performance. Projections based on these budgets/forecaste covere a maximum period of five yeare, unlese a
longer pariod can be justified; and

. estimate cash flow projections beyond the period covered by the most recent budgots/forecasts by extrapolating 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,
uniess a higher rate can be justified.

Recognition and measurement (individual asset)

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

An impairment loss is recognised immediately in municipality or deficit.
Any impairment loss of a revalued cash-generating asset is treated as a revatuation decrease.

When the amount estimated for an impairment loss is greater than the carrying ameount of the cash-generating asset to which it
relates, the municipality 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 (amortisation) charge for the cash-generating asset is adjusted in
future periods {o allocate the cash-generating asset's revised carrying amount, less its residual value (if any), on a systematic
basis over its remaining useful life.
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1.10 Impairment of cash-generating assets (continued)
Cash-generating units

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset If it is not
possible to estimate the recoverable amount of the individual asset, the municipality determines the recoverable amount of the
cash-generating unit {o which the asset belongs (the asset's cash-generating unit).

If an active market exists for the output produced by an asset or group of assets, that asset or group of assets is identified as a
cash-generating unit, even if some or all of the output is used internally. If the cash inflows generated by any asset or cash-
generating unit are affected by internal transfer pricing, the municipality use management's best estimate of future price(s) that
could be achieved in arm’'s length transactions in estimating:
. the future cash inflows used to determine the asset's or cash-generating unit's value in use; and
. the future cash ouiflows used to determine the value in use of any other assets or cash-generating units that are
affected by the internal transfer pricing

Casl-generating units are identified consislenlly from period 1o period for e same assel o lypes of assels, unless a chanye
is justified

The carrying amotnt of A cash-generating unit is determined on a basis consistent with the way the recoverable amount of the
cash generating unit is determined.

An impairment loss is recognised for a cash-generating unit if the recoverable amount of the unit is less than the carrying
amount of the unit. The impairment is allocated to reduce the carrying amount of the cash-generating assets of the uniton a
pro rata basis, based on the carrying amount of each asset in the unit. These reductions in carrying amounts are treated as
impairment losses on individual assets.

In allocating an impairment loss, the entity does not reduce the carrying amount of an asset below the highest of:
. its fair value less costs to sell {if determinable);
. its value in use {if determinable); and
+  zero.

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

Where a non-cash-generating asset contributes te a cash-generating unit, a proportion of the carrying amount of that non-
cash-generating asset is allocated to the carrying amount of the cash-generating unit prior {o estimation of the recoverable
amount of the cash-generating unit
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1.10 Impairment of cash-generating assets (continued)
Reversal of impairment loss

The municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior
periods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the entity
estimates the recoverable amount of that asset.

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the
estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised. The carrying
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 reversatl 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
pericds.

A reversal of an impairment loss for a cash-generating asset is recognised immediately in municipality or deficit.
Any reversal of an impairment loss of a revalued cash-generating asset is treated as a revaluation increase.

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash-generating asset is
adjueted in future pericds to allocate the cash generating aceot's rovieod carrying amount, lose it rosidual valuo (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 unit pro rata with
the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment losses for
individual assets. No part of the amount of such a reversal is allocated to a non-cash-gensrating asset contributing service
potential to a cash-generating unit.

In allocating a reversal of an impairment less 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 determined (net of amortisation or depreciation) had no impairment loss
been recognised for the asset in prior pericds.

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,

1.11 Employee benefits
Employee benefits are all forms of consideration given by an entity in exchange for service rendered by employees.

A qualifying insurance policy is an insurance policy issued by an insurer that is not a related party (gs defined in the Standard
of GRAP on Related Party Disclosures) of the reporting entity, if the proceeds of the policy can be used only to pay or fund
employee benefits under a defined benefit plan and are not available to the reporting entity's own creditors (even in liquidation)
and cannot be paid to the repeorting entity, unless either:
. the proceads reprasant surplus aseets that are not needad for the policy to meeat all the related employea banafit
obligations; or
. the proceeds are returned to the reporting entity to reimburse it for employee benefits already paid.

Termination benefits are employee benefits payabie as a result of either:
. an entity's decision to terminate an employee’s employment before the normal retirement date; or
* an employee’s decision to accept voluntary redundancy in exchange for those benefits.

Other long-term employee benefits are employee benefits (other than post-employment benefits and termination benefits) that
are not due to be settled within twelve months after the end of the period in which the employees render the related service.

Vested employee benefits are employee benefits that are not conditicnal on future employment.

Composite social security programmes are esiablished by legislation and operate as multi-employer plans to provide post-
employment benefits as well as to provide benefits that are noi consideration in exchange for service rendered by employees.
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1.11 Employee benefits (continued)

A constructive obligation is an obligation that derives from an entity's actions where by an established pattern of past practice,
published paolicies or a sufficiently specific current statement, the entity has indicated to other parties that it will accept certain

responsibilities and as a result, the entity has created a valid expectation on the part of those other parties that it will discharge
those responsibilities.

Short-term employee benefits

Short-term employee benefits are employee benefits (other than termination benefits) that are due to be setiled within twelve
months after the end of the period in which the employees render the related service.

Short ferm employee benefits include items such as:
wages, salaries and social security contributions;

. short-term compensated absences (such as paid annual leave and paid sick leave) where the compensation for the
absences is due to be settled within twelve months after the end of the reporting period in which the employees
render the related employea sarvice;

. bonus, incentive and perfarmance related payments payable within twelve months after the end of the reporting
period in which the employees render the related service; and

. non-monetary benefits {for example, medical care, and free or subsidised goods or services such as housing, cars
and cellphonas) for current employees.

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

. as a liability (accrued expense), after deducting any amount already paid. If the amount already paid exceeds the
undiscountaed amount of the benefits, the entity recognise that excess as an asset (prepaid expense) to the extent
that the prepayment will lead to, for exampie, a reduction in future paymenis or a cash refund; and

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

The expected cost of compensated absences is recognised as an expense as the employees render services that increase
their entitlement or, in the case of non-accumulating absences, when the absence occurs. The entity measures the expected
cost of accumulating compensated absences as the additional amount that the entity expects to pay as a result of the unused
entitlement that has accumulated at the reporting date.

The entity recognise the expected cost of bonus, incentive and performance related payments when the entity has a present
legal or constructive obligation to make such payments as a result of past events and a reliable estimate of the obligation can
be made. A present obligation exists when the entity has no realistic alternative but to make the payments.

Post-employment benefits

Post-employment benefits are employee benefits (other than termination benefits) which are payable after the completion of
emplioyment.

Post-employment benefit plans are formal or informal arrangements under which an entily provides post-employment benefits
for one or more employees.

Multi-employer plans are defined contribution plans {other than state plans and composite social security programmes) or
defined benefit plans (other than state plans) that pool the assets contributed by varicus entities that are not under common
control and use those assets to provide benefits to employees of more than one entity, on the basis that contribution and
benefit levels are determined without regard to the identity of the entity that employs the employees concerned.
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1.11 Employee benefits {continued)
Post-employment benefits: Defined contribution plans

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

When an employee has rendered service to the entity during a reporting period, the entity recognise the contribution payahle to
a defined centribution plan in exchange for that service:
. as a liability (accrued expense), after deducting any contribution already paid. If the contribution already paid
exceeds the contribution due for service before the reporting date, an entity recognise that excess as an asset
{prepaid expense) to the extent that the prepayment will lead to, for example, a reduction in future payments or a
cash refund; and
. ae an expanse, Unloss ancthor Standard roguires or pormits the inclusion of the contribution in tho cost of an assct.

Where contributions to a defined contribution plan do not fall due whelly within twelve months after the end of the reporting
period in which the employees render the related service, they are discountod. The raio usod {o discount roflocts tho timo value
of money. The currency and term of the financial instrument selected to reflect the time value of money is consistent with the
currency and estimated term of the abligation.
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1.11 Employee benefits (continued)
Post-empioyment benefits: Defined benefit plans
Defined benefit plans are post-employment benefit plans other than defined contribution plans.

Actuarial gains and losses comprise experience adjustmenis (the effects of differences between the previous actuarial
assumptions and what has actually accurred) and the effects of changes in actuarial assumptions. In measuring its defined
benefit liability the entity recognise actuarial gains and losses in surplus or deficit in the repaorting period in which they occur,

Assets held by a long-term emplayee benefit fund are assets (other than non-transferable financial instruments issued by the
reporting entity) that are held by an entity (a fund) that is legally separate from the reporting entity and exists solely to pay or
fund employee benefits and are available to be used only to pay or fund employes benefits, are not available to the reporting
entity's own creditors {even in liquidation), and cannot be returned to the reporting entity, unless either:
. the remaining aseste of the fund are sufficient to maet all tho relatod omployoo bonofit obligations of the plan or the
reporting entity: or
. the assets are returned to the reporting entity to reimburse 1t for employee benefits already patd.

Current service cost is the increase in the present value of the defined benefit obligation resulting from employee service in the
current period.

Interest cost is the increase during a pericd in the present value of a defined benefit obligation which arises because the
benefits are one period closer o settlement.

Past service cost is the change in the present value of the defined benefit obligation for employee service in prior periods,
resulting in the current period from the introduction of, or changes to, post-employment benefits or other long-term employee
benefits. Past service cost may be either positive {when benefits are introduced or changed so that the present value of the
defined benefit obligation increases) or negative (when existing benefits are changed so that the present value of the defined
benefit obligation decreases). In measuring its defined benefit liability the entity recognise past service cost as an expense in
the reporting period in which the plan is amended.

Plan assets comprise assets held by a long-term employee benefit fund and qualifying insurance policies.

The present value of a defined beneiit obligaticn is the present value, without deducting any plan assets, of expacted future
payments reguired to settle the obligation resulting from employee service in the current and prior periods.

The return on plan assets is interest, dividends or similar distributions and cther revenue derived from the plan assets, together
with realieed and unrealiced gaine or logese on the plan aseots, loss any coste of administoring the plan (othor than thoso
included in the actuarial assumptions used fo measure the defined benefit obligation) and less any tax payable by the plan
itself.

The entity account not only for its legal obligation under the formal terms of a defined benefit plan, but also for any constructive
obligation that arises from the entity’s informal practices. Informal practices give rise to a constructive obligation where the
entity has no realistic alternative but to pay employee benefits. An example of a constructive obligation is where a change in
the entity's informal practices would cause unacceptable damage to its relationship with employees.

The amount recognised as a defined benefit liability is the net total of the following amounts:
. the present value of the defined benefit obligation at the reporting date;
- minus the fair value at the reporting date of plan assets {if any} out of which the obligations are to be settled directly;
. plus any liability that may arise as a result of a minimurn funding requirement

The amount determined as a defined benefit liability may be negative (an asset). The entity measuras the resulting asset at the
lower of:
. the amount determined above; and
. the present value of any economic benefits available in the form of refunds from the pian or reductions in future
contributions to the plan. The present value of these economic benefits is determined using a discount rate which
reflects the time value of money.

Any adjustments arising from the limit above is recognised in municipality or deficit.
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1.11 Employee benefits (continued)

The entity determines the present value of defined benefit obligations and the fair value of any pian assets with sufficient
regularity such that the amounts recognised in the annual financial statements do not differ materially from the amounts that
would be determined at the reperting date.

The enlily recognises lhe nel lolal of the lullowing amounts in municipality or deflclt, except to the extent that another Standard
raguiros or pormits thoir inclusion in the cost of an asset:
. current service cost;
interest cost;
the expected return on any plan assets and on any reimbursement rights;
actuarial gains and losses;
past service cost;
the effect of any curtailments or settlements; and
the effect of applying the limit on a defined benefit asset {negative definod banofit liability).

The entlty uses the Projected Unit Credit Method to determine the present value of Its defined benefit obhgations and the
related current service cost and, where applicable, past service cost. The Projected Unit Cradit Method (sometimes known as
the accrued benefit methad pro-rated on service or as the benefit'years of service method) sees each period of service as
giving riso to an additional unit of benefit entilement and measures each unit ssparately to build up the final obligation.

In determining the present value of its delined benefit obligations and the relaled current service cosl and, where applicabie,
past service cost, an entity shall attribute benefii to periods of service under the plan’'s benefit formula. However, if an
employee's service in later years will lead to a materially higher level of benefit than in eadier years, an entity shall attribute
benefit on a straight-line basis from:
. the date when service by the employee first leads to benefits under the plan (whether or not the benefits are
conditional on further service); until
+ the date when further service by the employee will lead t0 no material amount of further benefits under the plan,
other than from further salary increases.

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan. The results of the
valuation are updated for any material transactions and other material changes in circumstances (including changes in markat
prices and interest rates) up to the reporting date.

The entity recognises gains or losses on the curtailment or settlement of a defined benefii plan when the curtailment or
settlement occurs. The gain or loss on a curtailment or settlement comprises:

+  any resulting change in the present vaiue of the defined benefit obligation; and

¢ any resulting change in the fair value of the plan assets.

Before determining the effect of a curtailment or settlement, the entity re-measure the obligation (and the related plan assets, if
any) using current actuarial assumptions (including current market interest rates and other current market prices).

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined benefit
obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value. In all other
respects, the asset is treated in the same way as plan assets. In surplus or deficit, the expense relating to a defined benefit
plan is {OR is not] presented as the net of the amount recognised for a reimbursement.

The entity offsets an asset relating to one plan against & liability relating to another plan when the entity has a legally
enforceable right to use a municipality in one plan to setile obligations under the other plan and intends either to settle the
obligations on & net basis, or to realise the surplus in one plan and settle its obligation under the other plan simuktanecusty.
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1.11 Employee benefits {continued)
Actuarial assumptions
Actuarial assumptions are unbiased and muiually compatible.

Financiat assumptions are based on market expectations, at the reporting date, for the period over which the obligations are to
be setiled.

The rate used to discount post-employment benefit obligations {(both funded and unfunded) reflect the time value of money.
The currency and term of the financial instrurment selected to reflect the time value of money is consistent with the currency
and estimated term of the post-employment benefit obligations.

Post-employment benefit obligations are measured on a basis that reflects:

. estimated future salary increases;

. the benefits set out in the terms of the plan (or resulting from any constructive obligation that goes beyond those
lenns) al the reporling date, and

= eastimated future changes in the level of any state benefits that affect the benefits payable under a defined benefit
plan, if, and only if, either:

. thoee changes were enacted before tho reporting date; or

. past history, or other reliable evidence, indicates that those state benefits will change in some predictable manner,
for exampie, in line with future changes in general price levels or general salary levels.

Assumptions about medical costs take account of estimated future changes in the cost of medical services, resulting from both
inflation and specific changes in medical costs.

Long term service awards
Employees qualifify for additional leave for various period of uninterrepted service in accourdance with SALGBC condition of

service. The long term service award measured in accordance with GRAP 25 through an actuarial valuation.

The entitlement to post-retirement health care benefits is based on the employee remaining in service up to retirement age and
the completion of a minimum service period. The expected costs of these benefits are accrued over the period of employment,

Independent qualified actuaries carry out valuations of these obligations. The municipality also provides a gratuity and housing

subsidy on retirement to certain employees. An annual charge to income is made to cover both these liabilities.

The amount recognised as a liability for other long-term emplovee benefits is the net total of the following amounts:

- the present value of the defined benefit obligaticn at the reporting date; and

- less the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settied directly.

The municipality shall recognise the net total of the following amounts as expense or revenue, except to the extent that ancther
Standard requires or permits their inclusion in the cost of an asset:

- current service cost;

- interest cost;

- the expected return on any plan assets and on any reimbursement right recognised as an asset;

- gectuarial gains and losses, which shall all be recognised immediately;

- past service cost, which shall all be recognised immediateiy; and

- the effect of any curtailments or setlements.
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1.11 Employee benefits (continued)
Accumulated {eave days

Accumulated [eave benefit accrues to employees up to maximum of 48 leave days. The benefits are paid in the events of
death, disabiltiy, retrechment or/and retirement. Employees who have leave days in excess of the 48 days for periods, before
lhe condilions of service came lo effecl, are measured in accordance with GRAP 25 through an aciuarial valuation

The municipality is demonstrably committed to a termination when the municipality has a detailed formal plan for tha
termination and is without realistic possibility of withdrawal. The detaited plan includes [as a minimum):

- the location, function, and approximate number of employees whose services are to be terminated;
- the termination benefits for each job classification or function; and

- e litne at which the plan will be implemented,

Implementation begins as soon as possible and the period of time to complete implementation is such that material changes to
the plan are not likely.

Whera termination banefits fall due more than 12 mentha after the reporting date, they are discounted using an appropriate
discourt rate. The rate used to discount the benefit reflacts the time value of money. The currency and term of the financial
instrument selected to reflect the time value of money is consistent with the currency and eslimaled len of the benefil.

In the case of an offer made to encourage voluntary redundancy, the measurement of termination benefits shall be based on
the number of employees expected to accept the offer. .

1.12 Provisions and contingencies

Provisions are recognised when:
. the municipality has a present obligation &s a result of a past event;
. it is probable that an outflow of resources embodying economic benefits or service potential wilt be required to
seftle the obligation; and
*+ gz reliable estimate can be made of the obligation,

The amount of a provision is the best estimate of the expenditure expected to be required to settie 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 setile the cbligation

The discouni rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to
the liabiiity.

Where some or all of the expenditure required to setile a pravision is expected to be reimbursed by another party, the
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the municipality
settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursement does
not exceed the amount of the provision.

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

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

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

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

A constructlve obligation to restructure arises only when an entity:
has a detailed formal plan for the restructuring, identifying at least:
- the activity/operating unit or part of an activity/operating unit concerned;
- the principal locations affected;
- the location, function, and approximate number of employees who will be compensated for services being
ferminated;
- the expenditures that wili be undertaken; and
- when the plan will be implemented; and
. has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that
plan or announcing its main features to those affected by it.

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are both:
. necessarily entailed by the restructuring; and
. not associated with the ongoing activities of the municipality

No cbligation arises as a consequence of the sale or transfer of an operation untit the municipality is commitied to tha sale
or transfer, that is, there is a binding arrangement.

After their initial recegnition contingent liabilities recognised in entity combinations that are recognised separately are
subsequently measured at the higher of;

. the amount that would be recognised as a provision; and

+ the amount initially recognised less cumulative amortisation.

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a
loss it incurs because a specified debtor fzils to make payment when due in accordance with the original or modified terms of a
debt instrument.

Loan commitment is a firm commitrnent to provide credit under pre-specified terms and conditions.

The muricipality recognises a provision for financial guarantees and loan commitrments when it is probable that an outflow of
resources embodying economic benefits and service potential will be required to settle the obligation and a reliable estimate of
the obligation can be made.

Determining whether an outflow of resources is probable in relation to financial guarantees requires judgement. Indications that
an outflow of resources may be probable are:
*  financial difficulty of the debtor;
. defaults or delinquencies in interest and capital repayments by the debtor;
. breaches of the terms of the debt instrument that result in it being payable earlier than the agreed term and the
ability of the debtor to settle its obligation on the amended terms; and
. a decline in prevailing economic circumstances (e.g. high interest rates, inflation and unemployment) that impact on
the ability of entities to repay their cbligations.

Where a fee is received by the municipality for issuing a financial guarantee and/or where a fee is charged on loan
commitments, it is considered in determining the best estimate of the amount required to setile the obligation at reporiing date,
Where a fee is charged and the municipality considers that an outflow of economic resources is probable, an municipality
racognises the obligation at the higher of:
. the amount determined using in the Standard of GRAP on Provisions, Contingent Liabilities and Contingant Assats;
and
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1.12 Provisions and contingencies {continued)
. the amount of the lee imbally recognised less, where appropriate, cuinulalive amnmorlisalion recognised it accerdance
with the Standard of GRAP on Revenue from Exchange Transactions.

Contingent Assets

Contingent assets are possible assets whose existence will be confirmed by the occurrence or non-occurrence ot
uncertain future events that are not wholly within the control of the entity, Contingent assets are not recognised, but
they are disciosed when it is more likely than not that an inflow of bengfits will occur However, when the inflow of
benefits is virtually certain an asset is recognised in the statement of financial position, because that asset is no
longer considered to be contingent,

Contingent Liability

A contingent liability is not recognised as it is a potantizl liablity that may occur depending on the outcome of a future
event. A contingent liability 1s recorded 1n the accounting records if the contingency is probable and the amount of the
iability can bo roagonably dotormined. If both are not moet,the liability may be disclosed in tyhe notes to the financial
statements.

Termlnatlon benefits

The municipality recognises termination benefits as a liability and an expense when the municipality is demonstrably committed
to either:

- terminate the employment of an employee or group of emplioyees before the normal retirement date; or

-provide termination benefits as a resuit of an offer made in order to encourage voluntary redundancy.

The municipality is demonstrably committed to a termination when the municipality has a detailed formal plan for the
termination and is without realistic possibility of withdrawal. The detailed plan includes [as a minimum}:

- the location, function, and approximate number of employees whose services are {o be terminated;
- the termination benefiis for each job classification or function; and

the time at which tho plan will be implemented.
Implementation begins as soon as possible and the period of time to complete implementation is such that material changes to
the plan are not likely.

Where termination benefits {all due mere than 12 months after the reporting date, they are discounted using an appropriate
discount rate

The rate used to discount the benefit reflects the time value of money. In the case of an offer made to encourage voluntary
redundancy, the measurement of termination benefits is based on the number of employees expected to accept the offer.

1.13 Commitments

ltems are classified as commitments when an entity has commitied itself to future transactions that will normally resutt in the
outflow of cash.

Disclosures are required in respect of unrecognised contractual commitments.

Commitments for which disclosure is necessary to achieve a fair presentation should be disclosed in a note to the financial
statements, if both the following criteria are met:
. Contracts should be non-cancellable or only cancellable at significant cost {for example, contracts for computer or
building maintenance services); and
. Contracts should relate to semething other than the routine, steady, state business of the entity — therefore salary
commitments relating to employment contracts or social security benefit commitrnenis are excluded.
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1.14 Revenue from exchange transactions

Revenue is the gross inflow of economic benefils or service potential during the reporting period when those inflows result in an
increase in net asseis, other than increases relating to contributions from owners.

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and directly
gives approximately equal value (primarnly in the form of goods, services or use of assets) to the other pariy in exchange.,

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

Measurement

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

Sale of grods

Revenue from the sale of goods is recognised when all the following conditions hava boon satiefiod:

. the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods;

. the municipality retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective conlrol over lhe goods sold,

. the amount of revenue can be measured rellably;

* it is probable that the economic benefits or service potential associated with the transaction will flow to the
municipality; and

* the costs incurred or to be incurred in respect of the fransaction can be measured reliably.

Service charges

When the cutcome of the transactions involving the rendering of services can be estimated reliably, revenue with
transaction is recognised . The outcome of a transaction can be estimated raliably when all the following conditions are
satisfied:

. the amount of revenue can be measured reliably;,

. it is probable that the economic benefits or service potential associated with the transaction will fiow to the

municipality;
= the stage of completion of the transaction at the reporting date can be measured reliably, and
. the costs incurred for the transaction and the costs to complete the transaction can be measured reliably.

When sorvicos are performed by an indetorminate number of acts over a spegified time frame, revenue is recogniscd on a
straight line basis over the specified time frame uniess there is evidence that some other method better represents the stage of
complation, 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 the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised
only to the exient of the expenses recognised that are recoverable.

Servive revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of
comptletion is determined to the extend expenditure incurred is recoverable.
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1.14 Revenue from exchange transactions (continued)
Interest, royalties and dividends

Revenue arising from the use by others of entity assets vielding interest, royalties and dividends or similar distributions is
recognised when:
. It 1s probable that the economic benetits or service potential associated with the transaction will flow to the
municipality, and
. The amount of the revenue can be measurad reliably.

Interest is recognised, in municipality or deficit, using the effective interest rate method.
Rovyalties are recognised as they are earned in accordance with the substance of the relevant agreements.

Dividends or similar distributiona are recognised, in municipality or deficit, when the municipality’s right to receive payment has
besan establishad

Service fees includod in tho prica of the product aro recognised as revenue over the period during which the service is
performed.

1.15 Revenue from non-exchange transactions

Revenue comprises gross inflows of economic benefits or service potential received and receivable by a municipality, which
represents an increase in net assets, other than increases relating to contributions from owners.

Conditions on transferred 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 benefits or service potential must be
returned fto the transferor.

Control of an asset arise when the municipality can use or otherwise benefit from the asset in pursuif of its objectives and can
exclude or otherwise regulate the access of others to that benefit.

Exchange fransactions are fransactions in which one entity receives assets or services, or has liabilities extinguished, and
directly gives approximately equal value (primarily in the form of cash, goods, services, or use of assets) to another entity in
exchange.

Expenses paid through the tax system are amounts that are available to beneficiaries regardless of whether or not they pay
taxes.

Fines are economic benefits or service potential received or receivable by entities, as determined by a court or other law
enforcement body, as a consequence of the breach of laws or regulations.

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange fransaction, a municipality
either receives value from ancther municipality without directly giving approximately equal value in exchange, or gives value io
another municipality without directly receiving approximately equal value in exchange.

Restrictions on transferred assets are stipulations that fimit or direct the purposes for which a transferred asset may be used,
but do not specify that future economic benefits or service potential is required to be returned to the transferor if not deployed
as specified.

Stipulations on iransferred assets are terms in laws or regulation, or a binding arrangement, imposed upon the use of a
- transferred asset by entities external to the reporting municipality.

Tax expenditures are preferential provisions of the tax law that provide certain taxpayers with concessions that are not available
to others.

The taxable event is the event that the government, legislature or other authoerity has determined will be subject to taxation.
Taxes are economic benefits or service potential compulsorily paid or payable to entities, in accerdance with laws and or

regulations, established to provide revenue to government. Taxes do not include fines or other penalties imposed for breaches
of the law.
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1.15 Revenue from non-exchange transactions (continued)
Transfers are inflows of future economic benefits or service potential from non-exchange transactions, other than taxes.
Recognition

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 municipality 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 from a non-exchange transaction is measured at the amount of the increase in net assets recognised by the
municlpallty.

When, as a result of a non-exchange transaction, the municipality recognises an asset, it also recognises revenue equivalent
to tho amount of tho assot measured at its fair value as at the date of acguisition, unless it is also required to recognise a
liability. Where a liability is required to be recognised it will be measured as the best estimate of the amount required lo sellle
the cbligalion al the reporling date, and the amountl of the increase in net assets, if any, recognised as revenue. When a
liability is subsequently reduced, because the taxable event occurs or a condition is satisfied, the amount of the reduction in the
liability is recognised as revenue.

1.16 Borrowing costs

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

1.17 Comparative figures

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

Unauthorised expenditure means:
. cverspending of a voie or a main divisicn within a vote; and
. expenditure not in accordance with the purpose of a vote cr, in the case of a main division, not in accordance with
the purpose of the main division.

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

1.19% Fruitless and wasteful expenditure

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

Ali expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial
periormance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the
expense, and where recovered, it is subsequenily accounted for as revenue in the statement of financial performance.

1.20 Irregular expenditure

Irregular expenditure as defined in section 1 of the PFMA is expenditure other than unauthorised expenditure, incurred in
contravention of or that is not in accordance with a requirement of any applicable legislation, including -

{a) this Act or or-

(b) the State Tender Board Act, 1968 (Act No. 86 of 1968), or any regulaticns made in terms of the Act; or
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1.20 Irregular expenditure (continued)
{c) any provincial legisiation providing for procurement procedures 1n that provinctal government.

Irregular expenditure that was incurred and identified during the current financial and which was condoned before
year end and/or before finalisation of the financial statements must also be recorded appropriately in the irregular
expenditure register. [n such an instance, no further action is also required with the exception of updating the note to
the financial statements.
Irregular expenditure that was incurred and identified during the current financial year and which was not condoned
by the National Treasury or the relevant authority must be recorded appropriately in the irregular expenditure
reqister. If liability for the irregular expenditure can be attributed to a person, a debt account must be created if such
a person is lighle in law. Immediate stops must thereafter be taken to recover the amount from the person
concerned. If recovery is not passible, the accounting officer or accounting autharity may write off the amount as
debt impairment and disclose such in the relevant note to the financial statements. The irregular expenditure register
must also be updated accordingly. If the irregular expenditure has not been condoned and no person is liable in law,
the expenditure related thereto must remain against the relevant programme/expenditure item, be disclosed as such
in the note to the finanocial staterments and updated nceordingly in the irregular expenditure register.

1.21 Budget information

Municipalities are typically subject to budgetary limits in the form of approprialions or budget authorisations {or equivalenl),
which is given effect through auliwrising leyisiation, approprialicn or similar,

General puipose financial reporting by municipalities shali 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 Dy economic classification linked to performance outceme
objectives.

The approved budget covers the fiscal period from 2017/07/01 to 2018/06/30.

Variances above 10 percent are considered significant.

The annual financial statements and the budget are on the same basis of accounting therefore a comparison with the
budgeted amounts for the reporting period have been included in the Statement of comparison of budget and actual amounts.
The Statement of comparative and actual information has been included in the annual financial statements as the
recommended disclosure when the annual financial statements and the budget are on the same basis of accounting as
determined by National Treasury

1.22 Related parties

The municipality operates in an economic sector currenily dominated by entities directly or indirectly owned by the Scuth
African Government. As a consequence of the constitutional independence of the three sphares of government in South Africa,
entities within the National, Provincial and Local sphere of government are considered to be related parties.

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

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

Only transactions with related parties not at arm's length or not in the ordinary course of business are disclosed. .
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Figures in Rand 2018 2017

2. New standards and interpretations
2.1 Standards and interpretations effective and adopted in the current year

in the: current year, the municipality has adopted the following standards and interpretations that are effective for the current
financial year and that are relevant to its operations

GRAP 21 (as amended 2015): Impairment of non-cash-generating assetsy

'Tize Board ayreed lo indlude a research projecl on its wurk progiaimine 1o review GRAP 21 and GRAP 26 (0 assess
whathor tho principlos in thoso Standards could bo simplified and streamlined. As part of its research projoct, the Board
considered the following aspects which led to the proposed amendments included in this Exposure Draft:

- simplifying the approach to impairment to make it clearer when an asset is cash generating or non-cashgenarating;
- assessing the feasibility of one measurement approach for non-cash-generating assets; and

- assessing the feasibility of combining the two Standards.

Summary of changes:

The changes to the Standard of GRAP on Impairment of Non-cash-generating Assets are outlined helow;

General definitions:

The definition of cash-generating assets has been amended to be consistent with the amendments made to clarify the
cbjective of cash-generating assets and non-cash-generating assets.

Cash generating assets and non-cash-generating assets:

Additional commentary has been added to clarify the objective of cash-generating assets and non-cash-generating assets.
{dentifying an asset that may be impaired:

Additional commentary has been added to clarify that physical damage triggers impairment of an asset when it results in a
permanent or a significant decline in the potential of an asset,

Reversing an impairment loss:

An indicator has been added that the restoration of an asset's service potential following physical damage to the asset
could indicate a reversal in an impairment loss.

Additional commentary has been added io clarify that restoration of an asset’s service potential as a result of physical
damage is an indicalion What an inpainnent loss recognised in prior periods inay no longer exisl or imay have decreased,
Disclosures:

The requirement to disclose the criteria developed to distinguish non-cash-generating assets from cash-generating assets
has been amended fo be consistent with the amendments made to clarify the objective of non-cash-generating assets and
cash-generating assets.

The effective date of the standard is for years beginning on or after 01 April 2017.

The municipality has adopted the standard in the current year..

The standard does not have a material impact on the municipality's financial siatements.

GRAP 26 (as amended 2015): Impairment of cash-generating assets

The Board agreed to include a research project on its work programme to review GRAP 21 and GRAP 26 fo assess
whether the principles in these Standards could be simplified and streamlined. As part of its research project, the Board
considered the fellowing aspects which led fo the proposed amendments included in this Exposure Draft:

- simplifying the approach to impairment to make it clearer when an asset is cash generating or non-cashgenerating;

- assessing the feasibility of one measuremeant approach for non-cash-generating assets; and

- assessing the feasibility of combining the two Standards.

Summary of changes:

The changes to the Standard of GRAP on Impairment of Cash-generating Assets are outlined below:;
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2. New standards and interpretations (continued)
General definitions:

The definitions of cash-generating assets and cash generating unit have been amended to be consistent with the
amendments made to clarify the objective of cash-generating assets and non-cash-generating assets below.

Cash generating assets and non-cash-generating assets:

Additionat commentary has been added to clarify the objective of cash-generating assets and non-cash-generating asseis.
Disclosures:

The requirement to disclose the criteria developed to distinguish cash-generating assets from non-cash-generating assets
hae boen amondod to bo consistont with tho amendments made to clarify the objective of non cash gencrating assets and
cash-generating assets.

The effective date of the standard is for years beqinning on or after 04 April 2017.

The municipality has adopted the standard in the current year. The standard does not have a material impact on the
municipality’s financial statements

2.2 Standards and interpretations issued, but not yet effective

The municipality has not applied the following standards and interpretations, which have been published and are mandatory
for the municipality's accounting periods beginning on or after 01 July 2018 or later periods:

GRAP 32: Service Concession Arrangements: Grantor

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

It furthermore covers: Definitions, recognition and measurement of a service concession asset, recognition and
measurement of liabilities, other liabilities, contingent liabilities, and contingent assets, other revenues, presentation and
disclosure, transitional provisions, as well as the effective date.

The effective date of the standard is not yet set by the Minister of Finance.

The municipality will adopt the standard for the first time when the Minister sets the effective date for the standard.

GRAP 108: Statutory Receivables

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

It furthermore covers: Definitions, recognition, derecognition, measurement, presentation and disclosure, transitional
provisions, as well as the effective date.

The effective date of the standard is not vet set by the Minister of Finance.

The municipality will adept the standard once the effective date is announced by the Minister of Finance

IGRAP 17: Service Concession Arrangements where a Grantor Controls a Significant Residual Interest in an Asset
This Interpretation of the Standards of GRAP provides guidance to the grantor where it has entered into a service
concession arrangement, but only controls, through ownership, beneficial entitlement or otherwise, a significant residual
interest in a service concession asset at the end of the arrangement, where the arrangement dees not constitute a lease.

This Interpretation of the Standards of GRAP shall not be applied by analogy to other typas of iransactions or
arrangements.
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2.  New standards and interpretations {continued)

A service concession arrangement is a contractual arrangement between a grantor and an operator in which the operator
uses the service concession asset to provide a mandated function on behalf of the grantor for a specified period of time.
The operator is compensated for its servicas over the period of the service concession arrangement, cither through
payments, or through receiving a right o earn revenue from third party users of the service concession asset, or the
operator is given access to another revenue-generating asset of the grantor for its use,

Before the grantor can recognise a service concession asset in accordance with the Standard of GRAP on Service
Concession Arrangements: Grantor, both the criteria as noted in paragraph .01 of this Interpretation of the Standards of
GRAP need to be met. In some service concession arrangemenis, the grantor only controls the residual interest in the
service concession asset at the end of the arrangement, and can therefore not recognise the service concession asset in
terms of the Standard of GRAP on Service Concession Arrangements: Grantor.

A conacnsus is reached, in this Interpretation of the Standards of GRAP, on the recognition of the performance obligation
and the right to receive a significant interest in a service concessicn asset.

The effective date of the standard is not yet set by the Minister of Finance.
The municipality will adopt the siandard once the effactive date is announcad by the Minister of Finance
GRAP 18: Segment Reporting

Segments are identified by the way in which information is reported to management, both for purposes of assessing
performance and making decisions about how future resources will be allocated to the various activities undertaken by the
municipality. The major classifications of aciivities identified in budget documentation will usually reflect the segments for
which an entity reports information to management.

Segment information is either presented based on service or geographical segments. Service segments relate to a
distinguishable component of an entty that provides specific cutputs or achieves particular operating objectives that are in
line with the municipality’s overall mission. Geographical segments relate to specific outputs generated, or particular
ohiectives achieved, by an entity within a particular region.

This Standard has been approved by the Board but its effective date has not yet been determined by the Minister of
Finance. The effective date indicated is a provisional date and could change depending on the decision of the Minister of
Finance.

Directive 2 - Transitional provisions for public entities, municipal entities and constitutional institutions, states that no
comparative segment information need to be presented on initial adoption of this Standard.

Directive 3 - Transitional provisions for high capacity municipalities states that no comparative segment infermation need to
be presented on initial adoption of the Standard. Where items have no been recognised as a result of transitional provisions
under the Standard of GRAP on Property, Plant and Equipment, recognition reguirements of this Standard would not apply
to such items until the transitional provision in that Standard expires.

Directive 4 — Transitional provisions for medium and low capacity municipalities states that no comparative segment
information need to be presented on initial adoption of the Standard. Where items have not been recognised as a result of
transitionat provisions un the Standard of GRAP on Property, Plant and Equipment and the Standard of GRAP on
Agriculture, the recognition requirements of the Standard would not apply to such items until the the transitional provision in
that standard expires.

The effective date of the standard is not yet set by the Minister of Finance.

The municipality expects to adopt the standard for the first time when the Minister sets the effective date for the standard.

It is unlikely that the standard will have a material impact on the municipality's financial statements.

GRAP 20: Related parties
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2. New standards and interpretations {continued)

The objective of this standard is {o ensure that a reporting entity's financial staterments contain the disclosures necessary to
draw atieniion to the possibility that its financial position and surplus or deficit may have been affected by the existence of
related parlies and by lransactions and culslanding balances wilh such parlies.

An entity that prepares and presents financial statements under the accrual basis of accounting (in this standard referred to
as the reporting entity) shall apply this standard in;

+ identifying related party relationships and transactions;

- identifying cutstanding balances, including commitments, between an entity and its retated parties;
« identifying the circumstances in which disclosure of the items in (2) and {b) is required; and

+ determining the disclosures to be made about those ifems.

This standard requires disclosure of refaled party relalionships, lansactions and oulstanding balances, including
commitments, in the consolidated and separate financial statements of the reporling entity in accordance with the Standard
of GRAP on Consolidated and Separate Financial Statements. This standard also appiies to individual financial statements

Disclosure of related party transactions, eutstanding balances, including commitments, and relationships with related
parties may affect users’ assessments of the financial position and performance of the reporting entity and its ability to
deliver agreed services, including assessments of the risks and opportunities facing the entity. This disclosure also ensures
that the reporiing entity is fransparent about its dealings with related parties.

The standard states that a related party is a person or an entity with the ability fo control or jointly control the other party, or
exercise sighificant influence over the other parly, or vice versa, or an entity that is subject to common conirol, or joint
control. As a minimum, the following are regarded as related parties of the reporting entity:

A person or a close member of that person's family is related to the reporting entity if that person:

- has cantrol or joint control over the reperting entity; - has significant influence over the reporting entity;
- is a member of the management of the entity or its controlling entity.

An entity is related to the reporting entity if any of the following conditions apply:

- the entity is a member of the same economic entity {which means that each controlling entity, controlled entity and fellow
controlled entity is related to the others};

- one entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of an econcmic
entity of which the other entity is a member},

- both entities are joint ventures of the same third party;

- one entity is a joint venture of a third entity and the ather entity is an associate of the third entity;

- the entity is a post-employment benefit plan for the benefit of employees of either the entity or an entity related to the
eniity. If the reporting entity is itself such a plan, the sponsoring employsers are related to the entity;

- the entity is controlled or jointly controlled by a person identified in (a); and

- a person identified in (a}{i) has significant influence over that entity or is a member of the management of that entity (or its
controlling entity).

The standard furthermore states that related party transaction is a transfer of resources, services or obligations between the
reporting entity and a related parly, regardiess of whether a price is charged.
The standard elaborates on the definitions and identification of:

+ Close member of the family of a person;
+ Management;
* Related pariies;
* Remuneration; and
+ Significant influence
The standard sets out the requirements, inter alia, for the disclosure of:

- Controi;
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2. New standards and interpretations {continued)
- Related party transactions; and

- Remuneration of management

The effective date of the standard is not yet set by the Minister of Finance.

The municipality expects to adopt the standard for the first time when the Minister sets the effective date for the standard.
[t is unlikely that the standard will have a material impact on the municipality's financial statements

2.3 Standards and interpretations not yet effective or relevant
GRAP 109: Accounting by Principals and Agents

The ohjective of this Standard is o outline principlas to be used hy an entity to assess whether it is party to a principal-
agent arrangement, and whether |t Is a princlpal or an agent In undertaking transaciions In terms of such an arrangement.
The Standard does not introduce new recognition or measurement requirements for revenue, expenses, assets and/or
liabilities that result from principal-agent arrangements. The Standard does however provide guidance on whether revenue,
oxponses, assets and/or liabilities should be recognised by an agent or a principal, as well as prescriba what information
should be disclosed when an entity is a principal or an agent.

It furthermore covers Definitions, Identifying whether an entity is a principal or agent, Accounting by a principal or agent,
Presentation, Disclosure, Transitional provisions and Effective date.

The effective date of the standard is not yet set by the Minister of Finance.

The municipality does not envisage the adopticn of the standard untit such: time as it becomes applicable to the
municipality's operations.

Directive 12: The Selection of an Appropriate Reporting Framework by Public Entities

Historically, public entities have prepared financial statements in accordance with generally recognised accounting
practice, unless the Accounting Standards Board (the Board) approved the application of generally accepted accounting
practice for that entity. "Generally accepted accounting practice” has been taken to mean Statements of Generally
Accepted Accounting Practice (Statements of GAAP), or for certain entities, Infernational Financial Reporting Standards
(IFRSs) issued by the International Accounting Standards Board. Since Statements of GAAP have been withdrawn from 1
Dacember 2012, public entities will be required to apply ancther reporting framework in the future.

The purpose of this Directive is to prescribe the criteria to be applied by public entities in selecting and applying an
appropriate reporting framework.

The effective date of the standard is for years beginning on or after G1 Aprit 2018.

The municipality does not envisage the adoption of the standard until such time as it becomes applicable to the
municipality's operations.

It is unlikely that the standard will have a material impact on the municipality's financial statements.
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Figures in Rand 2018 2017
3. Property, plant and equipment
2018 2017
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valuation depreciation Valuation  depreciation
and and
accumulated accumulated
impairment impairment
Land 11980 776 - 11980776 11980 776 - 11980776
Buildings 152 584965  (71773833) 80811132 1583672390 (71984 541) 86382698
Work In Progress 1078127 732 - 1078127732 685661 109 - 685661109
infrastructure 7381713 319 3 426 718 690) 3 954 994 629 7 346 646 371 3 267 260 027)4 079 386 344
OUther properiy, plant and 67497 5h8 (28 740 502) 37 757 056 61286 608 (L5 BLY 4bE)  8HBb/ 35/
equipment
Other leased Assets 6 336 305 {32725) 6 303 580 760 375 (32 725) 727 650
Total B 698 240 656 (3 528 266 750)6 169 974 906 8 264 702 479 (3 364 9506 6545) 4 899 796 934
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Mopani District Municipality

(Registralion nwnber DC33)

Annual Financial Siatements for the year endad 30 June 2018

Notes to the Annual Financial Statements

Figures in Rond 2018 2017

4. Intangible assets

2018 2017
Cost/ Accumuiated Carrying value Cost/ Accumulaled Carrying value
Valuation amortisation Valuation  amortisation
and and
accumulated accumulated
impairment impairment
Computer software, other 1577 780 (1034 781) 542 979 1577 760 (1034 781) 542 979
Bylde Utility 7576414 (932 208) 6 644 206 13 981 354 (6 414 940) 7 576 414
Total 9154 174 (1 966 989) 7 187 185 15 569 114 (7 449 721) 8 119 393
Reconclliation of intangible assets - 2018
Opening  Amortisation Total
balance
Computer software, other 542 979 - 542 979
Blyde Utility 7 576 414 (932 208) 6 644 206
8119 393 {932 208) 7187 185

Reconciliation of infangible assets - 2017

Opening  Amortisation Total

balance
Computer software, other 1112 291 {569 312) 542 979
Blyde Utility 7887 719 (411 305) 7 576 414
9100 010 {980 617) 8119393

Pledged as security

Carrying value of intangible assets pledged as security:
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Figures in Rand 2018 2017
5. Heritage assets
2018 2017
Cost/ Accumutated Carrying value Cost/ Accumulated Carrying value
Valuation impairment Valuation impairment
losses losses
Mayoral Chain 432 000 - 432 000 432 000 - 432 000
Reconciliation of heritage assets 2018
Opening Total
balance
Mavoral Chain 432 000 432 600
Reconciliation of heritage assets 2017
QOpening Total
balance
Art Collections, antiquities and exhibits 432 000 432 000
6. Inventories
Consumable stores 16 770 550 14 287 634
Ba - Phalaborwa Municipality - 6 545
Greater Giyani Municipality - 60 553
Greater Tzaneen Municipality 61 441 310 749
Greater Letaba Municipality 56 618 91 451
16 888 609 14 756 932
Inventories (write-downs) (2713 192) -
14 175 417 14 756 932
7. Receivables from exchange transactions
Staff Debtors 389 918 429 868
Audit Committee Proportional Payment 2612 341 2612 341
Counaillors Debtara 1093 333 170 168
Service Providers 1 865 543 1067 701
Interest receivable 865 962 -
Greater Tzaneen Municipality 11631 1482 446
Ba - Phalaborwa Municipality 200838173 177 095 345
National Treasury 11 364 583 11 364 593
228 041 494 194 202 462
8. VAT receivable
VAT 104 728 852 85888 375
9. Consumer debtors
Gross balances
Water 650 962 446 641 928 911
Sewerage 96 056 977 132 742 054
Total gross balances 747 019423 774670 965
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Figures in Rand

2018

2017

9. Consumer debtors {continued)

Less: Allowance for impairment
Water
Sewarage

Total allowance for impairments

Net balance
Water
Sewerage

Total net balance

Wator

Current (0 -30 days)
31 -860days

61 - 90 days

91 - 120 days

121 - 365 days

> 365 days
Impairment

Total

Sewerage

Current (0 -30 days)
31-60days

61 - 80 days
91-120 days

121 - 365 days
=365 days
Impairment

Total

Reconciliation of allowance for impairment
Balance at beginning of the year
Contributions to atlowance

Bad debts writtedn ofss

Total

Consumer debtors per local municipality
Consumer debtors

Ba -~ Phalaborwa Municipality

Greater Tzaneen Municipality

Greater Giyani Municipality

Greater Letaba

Consumer debtors

Total

10. Cash and cash equivalents
Cash and cash equivalents consist of:

Bank balances

(608 094 198) (556 516 413)

(65 903 611)

(52 429 995)

(873 997 810) (608 946 408)

42868247 85412498
30 153366 80 312 059
73021613 165724 557
6860882 8983625
8602678 3823778
38453086 3379097
3158242 2907 115
9605265  (8b3 bbb
618899993 660 112 375
(588 318 736) (529 587 083)
62643710 157 473 463
3369989 1649277
1199828 1064 305
2178 673 916 207
2740673 1876078
12663133 5182076
73884462 78204 792
(85679075) (80 641 641)
10377 683 8 251 094

(610 228 726) (571 131 593)

(65 867 707)
2198 623

(37 814 815)

(673 997 810) (608 946 408)

460 027 217

446121 307

96363435 71785675
122845762 98404735
66229819 33545888
1553 180 -
747 019423 649 857 605
18 026 614 5431 485
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Figuros in Rand

2018 2017

10. Cash and cash equivalents (continued)
Short term deposits

The municipality had the foilowing bank accounts

113 277 047 2329532

131 303 661 7761017

Account number / description Bank statement balances Cash book balances

30 June 2018 30 June 2017 30 June 2016 30 June 2018 30.June 2017 30 June 2016
ABSA BANK - 40-5277-1364 18 021 112 5431 485 16 804 189 18 021 112 5431485 16 804 189
ABSA BANK - 40-8091-1671 32 4065 565 2083248 53038 542 32 405 565 2083 248 53 038 542
ABSA BANK - 40-8091-1613 80 871 817 237738 39 514 968 80 871 817 237738 39 514 968
Growbus - 40-8937-0832 5502 - - 5502 - -
Total 131 303 996 7752471 109357699 131303896 7752471 109 357 699

11. Unspent conditional grants and receipis

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

Municipal Infrastructure Grant (MIG)

Rurai Transport Grant
Water Services Infrastructutre Grant

Total

12. Employee cost related provision

Reconciliation of employee cost related provision - 2018

Post retirement medical aid benefits
Long service awards

Total

Reconciliation of employee cost related provision - 2017
Post retirement medical aid benefits

| ongs service awards

Total

An actuarial valuation has been perfomed.

Post retirement medical aid benefit

27 011629 -
2049000 2 049000
36 380 843 137 53

65 441 472 2186 553

Opening Additions Total
Balance

64 052 881 2669 792 66 722 673
16 449 628 2176 817 18 626 445

80 £02 609 484G 609 86349118

Opening Additions Total
Balance

62 168 459 1884 422 64 052 881
16 537 270 {81 642) 16449628

78 699 729 1802780 80502509

The municipality offers employees LSA for every five years of service completed from ten years of service to 45 yearsof

service inclusive . {Table shown below)

Completed Service (in years)

10

Long Service bonuses Description
(% of Annual Earnings)

4.0% 10/250xannual earnings
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Figurss in Rand

2018 2017

12. Employee cost related provision {continued)
15

20,25,30,35,40,45

Past and future Changes in the Accrued Liability

8.0%

12.0%

10/250xannual earnings

10/250xannual earnings

The table shows the development of the Acrued Liability over the curent period and projects the employer's unfunded

accrued liability and periodic cost over the 2 years following the valuation date.

Year ended Year ended Year ended
30/06/2018
30/06/2019 30/06/2020

Opening Accrused Liability 14,299,132 15,666,721 14,877,448
Current service costs 848,359 1,010,689 1,094,879
Interest cost 1,114,328 1,179,180 1,144,684
Benefits vesting {1,835,728) (2,879,152) (2,317.855)
Total Annual Expense 226,959 (689,273) {78,292)
Acturial Loss 1,040,630 - -
Closing Accrued Liabiiity 15,566,721 14,877,448 14,799,156

History of Liabilities

The table below summarises accrued liabilities and the plan assets for the current period and the previous two periods

Liahility history 30/06/2017 30/06/2018
Accrued liability (54,241} (54,456)
Fair value plan asset - -
Deficit (54,241) (54,4586)
Provision for landfill site

2018 2017
Opening Balance 11,871,093 11,971,993
Additions 6,128,788
Total 18,100,781 11,971,993

13. Payables from exchange transactions

Trade payables
Retentions
Other pavyables

354 290578 406 395 314
57 473945 45272129
1187 398 1187 399
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13. Payables from exchange transactions (continued)

Agency fees payables 4 533 587 2674123
Greater Letaba municipality 71111962 52750608
Greater Tzaneen municipality 208 840 441 176 890 916
Maruteng muricipality 24003 740 23422 304
Lepelie Northern Water 547 977 908 490042 470
Greater Glyan] Munlclpality 12 181 bU3 24 686 (086
Trade credilors al lecal municipalities b b9 449 5 325 233
Department of Water and Sanitation 319453786 242807 282
Leave accrual 4 872 685 44 835 083
Bonus accrual 7 506 748 6 557 413

Total

1656 953 711

1522 846 360

The balance of payables perlalns Lo infer munlclpalily bansaclions with lhe focal munlciplaities for which the distinet

municipality has a service level agreement for the provision of water and sanitation to the locals

GRAP 104 has been considered in the valuation of these payables.

14. Revenue

Service charges

Interest on Outstanding Debtors
Other income

Interest received - investment
Government grants & subsidies

The amount inciuded in revenue arising from exchanges of goods or services

are as follows:

Service charges

Interest on Outstanding Debtors
Other Income

Interest received - investmeant

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

follows:

Taxation revenue

Transfer revenue

Government grants & subsidies

15. Service charges

Sale of water
Sewerage and sanitation charges

16, Other revenue

Interest on Qutstanding Debtors
Other income

17. Other income

178 850 094
39 628 865

6 522 388

5 437 907
1254190123

166 927 478
40 355 569
§77 360
7128 364
961 718 681

1484 629 187

1176 807 452

178 850 094 166 927 478
39628685 40 355 568
G 522 308 677 360

5 437 907 7128 364
230 430 0G4 216 088 771
1254160123 961718 681
165 531 593 140 979 327
13 318 501 25 048 151
178 850 094 166 927 478
39628685 4D 355 568
6 522 398 677 360
46 151 063 41032 929
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17. Other income (confinued)

Sundry Income 5493 039 129 521
Insurance claims 68 964 95 914
Reconnection fees 69 627 64 502
Tender fees 890 768 387 423
Total 6522 398 677 360

18. Government grants and subsidies

Operating grants

Equitable share grant 757 360000 625 707 000
EPWP grant 1725000 1943 000
Finance Management Grant (FMG) 1795000 1 460 000
Ll -1 leallls (EI ) 10 674 000 14 188 986
LGW SETA grant 725042 584 248
LP Ecen (Blosphere) grant 216 000 200 6U0
Total operating and capital grants 772 495042 644068 224

Capital grants

Municipal infrastructure grant (MIG) 420736 371 208 500 000
Water Services Infrastructure Grant 58756 710 109 150 447
Rurat Reads Asset Management Grant 2 202 000 -

481 695 081 317 650 447
1254190123 961 718 681

Municipal Infrastructure Grant

Batance unspent at beginning of year - 75 662 b44
Current-year receipts 447 748 000 208 500 000
Conditions met - transferred to revenue (420 736 371) {208 500 000)
Cther - (75662 544)
Total 27 011 629 -

The purpose of the grant is to improve access to basic service infrastructure for poor communities.

Finance management grant

Current-year receipts 1795000 1 460 000
Conditions met - transferred to revenue (1795000) (1460000)
Total ] - -

The purpose of this grant is to improve capacity in financial management

Rural transport grant

Balance unspent at beginning of year ’ 2049000 85 875
Current-year receipts 2 202 000 2 049 000
Conditions met - transferred to revenue (2 202 000) (85 875)
Total 2 049 000 2 049 000

The purpose of the grant is to improve data on rural roads to guide infrastructure development.

EHP Grant
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18. Government grants and subsidies (continued)

Balance unspent at beginning of year - 450 486
Current-year receipts 10 674 000 13 738 500
Conditions met - transferred to revenue (10 674 000) (14 188 986)

The purnose of the grant is to ensure that transferred schemes are fully functional and operated by skilled personnel to
ensure optimal service delivery by the WSA.

LP Econ (Biosphere)

Balance unspent at beginning of year - 200 000
Currenl-year 1eceipls 216 000 -
Conditions met  transferred to revenue {21G 000} (200 00Q)

The purpose of the grant is for the implementation of man and bio-sphere programs for the conservation of nature and
sustainable uses of natural resources.

Extended public works programme grant

Current-year receipts 1725000 1943 000
Conditions met - transferred to revenue (1725 060) (1943 000)
Total - -

The purpose of the grant is to improve opportunities for sustainable employment due to experience and learning gained.

LGW SETA Grant

Current-year receipts 725042 568 248
Conditions met - transferred to revenue (725 042} {5Bg 248)

The purpose of this grant is to support staff developrnent.

Water Service Infrastructure Grant

Balance unspent at beginning of year 137 553 -

Curreni-year receipts 95 000 000 109 150 447

Conditions met - transferred to revenue (58 756 710) (109 012 834)
36 380 843 137 553

The purpose of this grant is to support refurbishment of infrastructure projects.
Sub-heading

19. Employee related costs

Basic 205213289 173844736
Bonus 15173 571 13 208 917
Medical aid - company contributions 11 140 893 10 344 503
UIF 1452 876 1382 570
Workman compensation 142726 124120
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19. Employee related costs (continued)

SDL 2934 211 2631966
Other payroll levies 13 685 268 10102 910
Leave pay provision charge 36 247 -
Post employments benefits 85 643 54 166
Defined contribution plans 30449110 26181390
Overtime paymonts 41 641172 39213 345
Long servico awards 812 810 658 441
Transport allowance (bus coupons) 17 665 424 15 293 450
Car allowance 27 542 996 17 830 831
Housing benefits and atlowances 5763 212 6 114 033
Leave redemption 2 477 462 1659 033
Bargaining council 16724 14 582
Cellphone allowance 22 608 39 S08
Shift allowance 63078 52 335
Total 376 318 320 318 848 636
Rermuneratlon of nuniclpal manager

Annual Remuneration 1023885 218 365
Car Allowance 317 188 111 901
Contributions to UIF, Medical and Pension Funds 235213 38 289
Total 1 576 286 366 555
Reﬁuneration of chief finance officer

Annual Remuneration 852 541 852 541
Car Allowance 168 000 176 895
Performance Bonuses - 131935
Contributions to UIF, Medical and Pension Funds 683 569 63 569
Total 1084110 1224 940
Remuneration of director community services

Annual Remureration 855 855 409
Car Allowance 143 531 252 790
Performance Bonuses - 205 373
Contributions to UIF, Medical and Pension Funds 143 531 202 950
Total 287 917 15186 522
Remuneration of director engineering services

Annual Remuneration 8§56 262 163 473
Car Allowance 240 000 40 000
Centributions to UIF, Medical and Pension Funds 171 054 28 246
Total 1 267 316 231719
Remuneration of director water services

Annual Remuneration 634 632 754 374
Car Aliowance 423 088 375986
Contributions to UIF, Medical and Pension Funds 192 029 274 983
Cell 37 355 40 559
Total 1 287 104 1445 902
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19. Employee related costs {continued)

Remuneration of director office of the executive Mayor

Annual Remuneration 634 091 600 629
Car Allowance 423 629 200 210
Contributions to UIF, Medical and Pensicn Tunds 206 981 -
Ceil 37 355 22 851
Total 1 302 056 823 690
Executive Mayor's allowances

Annual Remuneratlon 634 041 600 629
Car Allowance 423 629 200 210
Contributions to UIF, Medical and Pension Funds 206 981 -
Other 37 335 22 851
Total 1302036 823 690
Speaker's allowances

Annual Remuneration 600 135 480 502
Car Allowance 157 009 160 167
Contributions to UIF, Medical and Pension Funds 149 942 -
Other 32 800 22 851
Total 939 886 663 520
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19. Employee related costs (continued)
Remuneration of councillors 2018
Councillor's Names Salary Cellphone Travel Advance/Pay Total
Aliowance Allowance back
Councillor NM Maswanga 475 926 32 800 124 209 27677 860 612
Councillor B Rarmorlhweala 9200 - - J65 8651
Councillor CM Ramathoka 251 6598 28 800 - 21 869 302 328
Councillor D Malemela 22 880 - - 4 640 27 520
Councillor DG Mushwana 251 658 28 800 - 21 869 302 328
Councillor FM Moroaish 322 964 28 800 - 24 665 376 429
Councillor GA Maluleke 322 964 28 800 - 24 665 376 429
Councillor GH Modjadji 475926 28 800 124 209 31677 660 612
Councillor GM Mealati 42 642 - - 4 280 hlage
Councillor JG Mashele 322 964 28 800 - 24 665 376429
Councilior Ki Rapatsa 35502 - - 9 280 44782
Counciller KJ Malepe 322 964 28 800 - 24 665 376429
Councillor M Mathedimo 9286 - - 365 9 651
Councillor MA Mathaba 80 591 - - 3161 83752
Councillor MB Maenetsa 9286 - - 385 8651
Councillor MC Mohale 475926 28 800 124 209 31677 660 612
Councillor MC Mkwashu 35502 - - $ 280 44782
Councillor MD Maake 322 964 28 800 - 24 665 376 429
Councilior MD Popela G 286 - - 365 9 651
Councillor MF Madike G286 - - 365 9651
Councillor MF Manyama 80591 - - 31861 83752
Councillor MH Sefusi 283 950 28 800 68 775 25048 386 573
Councillor M! Shimange 80 591 - - 3161 83752
Councillor ME Maloko 263 850 28 800 68 775 25048 386 573
Councillor ML Mokgobi 263 950 28 800 6B 775 25048 386 573
Councillor MM Makwala 35850 - - 6 960 42 810
Councillor MMA Mathebu 9286 - - 365 g 651
Councillor MO Maswanga 263 950 28 800 68 775 25048 386 573
Councillor MR Chauke 251659 28 800 - 21 869 302 328
Councillor MR Maake 9 286 - - 365 9651
Councillor MR Nyakane 251 659 28 800 - 21 869 302 328
Councillor MV Mangoro 9286 - - 365 9651
Councillor NA Sono 475 926 28 800 124 209 69 934 698 869
Councillor NH Zandamet 475926 28 800 124 208 69 934 698 869
Councilor NM Mahasha 47278 - - 12 H28 59 808
Counciflor NN Baloyi 475926 28 800 124 209 69 834 698 869
Councillor Osi LP Rapha 14 380 - 4793 - 18173
Councillor Osi ML Mogob 29333 3388 6 391 1535 40647
Councillor Osi 858 Seko 29 333 3388 6 391 1535 40647
Councillor Osigad MJ 29 333 3388 6 391 15835 40647
Councillor Osigad MJ Se 29333 3388 6 391 1535 40 647
Councillor PT Malatji 322 964 28 8GO0 - 24 665 376 429
Councillor R Makasela 9 286 - - 385 9 651
Councillor RE Pohl 29 556 - - 8 352 37908
Counciller SCT Shising 31828 - - 6 496 38324
Councillor § EJ Mathons 475 926 28 800 124 209 31877 660 612
Councillor S MA Helm 251 659 28 800 - 21 869 302 328
Councillor S MM Makwela 26 844 - - 5 568 32412
Councillor SC Makwala 20724 - - 5 568 26 292
Councillor S1 M Ntsanwi 22143 3 388 3994 1535 31080
Councillor S| MAM Hlane 29333 3388 6 391 1535 40 647
Coungcillor S| MC Mathey 29 333 3388 6 391 1535 40 647
Councillor SI TLP Nwami 29333 3388 6 391 1535 40 647
Councillor SJ Nkuna 322 964 28 800 - 24 665 376 428
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19, Employee related costs {continued)
Councitlor SV Manganye 9286 - - 365 9651
Councillor T Makhubela 9286 - - 365 2651
Councitlor TC Zitha 9288 - - 365 8651
Councitlor TJ Senyolo 9286 - - 365 9651
Councitlor TN Mthomben 9286 - - 365 9 651
Councillor W D Sedibeng 507 G624 32 800 132 489 28 988 701 931
Counciilor XJ Valoyi 0286 - - 365 9651
Councillor CN Rakgoale 634 568 32800 165 611 34 234 867 214
Councillor Osigad MA 8H 29333 3388 6 391 1535 40 647
10 029 403 762 492 1502578 884 650 13179123
Remnuneralion per councillor - 2017
Names Salary Cellphone Travel Advance/Back Total
Allowance Allowance pay
Councilior CN Rakgoale 491 913 22 851 200210 - 714 974
Councilior WD Sedibene 303 529 22 851 160 167 - 576 547
Councillor NM Maswanganyi 368 935 19373 122 978 £3 989 565 275
Councillor MC Mohale 368 935 17 873 129 999 53 989 570796
Councillor MH Sefufi 220 381 17 873 133 047 53 989 425 290
Counciltor ML Maloko 220 382 17 873 136 613 53 989 428 857
Councillor EJ Mathonsi 368 935 17 873 129 500 53 989 570297
Councillor MO Maswanganyi 220 382 17 873 137 652 53 889 429 896
Councilior ML Mokgaobi 220 382 17 873 - 53 289 292 244
Councilior NN Batoyi 352 42¢ 17 873 129 999 37 740 538 041
Councillor NH Zandamela 352 429 17 873 143 194 23 751 537 247
Councillor NA Sono 352 428 17 873 125 400 24 268 519970
Councillor GH Modjadii 75 263 17 873 136 174 304 970 534 280
Councillor KJ Malepe 203 954 17 873 98 920 46 007 366 754
Counciller PT Malatji 203 954 17 873 72165 46 007 339989
Councillor SJ Nkuna 203 954 17 873 107 656 46 007 375480
Councillor MA Helm 165 472 17 873 34 597 30888 257 828
Councillor MR Nyakane 165472 17 873 34 597 30 885 257 828
Counciller BT Mathevula 44 482 5217 27 881 36 723 114 303
Councillor CM Ramathoka 165472 17 8/3 60079 39 888 283 310
Councillor MR Chauke 165 472 17 873 42 148 39 886 285 379
Ceouncillor MQ Mashatola 21677 2 30t 9 592 2 367 35937
Councillor JG Mashele 203 954 - 50 584 43 094 297 632
Councillor GA Maluleke 203 954 17 873 59 865 46 007 327 699
Councillor Moroatshehla 203954 17 873 75 845 46 007 343778
Councillor MD Maake 203 954 17 873 103 468 46 007 371 302
Councillor MC Mkhwashu 25974 - 14770 2 397 43 141
Councillor KI Rapatsa 29822 - 19936 2397 52 155
Councillor Mahasha NM 25974 - 27 763 2397 56 134
Councilior D Malemela 23088 - 47 827 2 397 73 312
Councillor CT Shisinga 16 354 - 49 856 2397 38 607
Councitlor RE Pohl 16 354 - 12610 2 397 31 361
Councillor MM Makwaia 22126 - 37 316 2 397 61839
Councillor SC Makwala 16 354 - 33447 2 397 52 198
Councillor GM Malatii 25974 - 34 737 2 397 63 108
Councillor MF Madike 7 383 - 32 484 3175 43 042
Councillor MA Mathaba 44 954 - 7914 18 199 71067
Councillor MD Popela 7 383 - 23224 6088 36 695
Councilior R Makasela 7 383 - 43 284 6 088 56 755
Councillor MMA Mathebula 7 383 - 43 240 5 088 56 711
Councillor B Ramothwala 7 383 - 55 478 6 088 66 849
Councilior TN Mthobeni - 7383 - 45 746 & 088 59 217
Councillor X} Valoyi 7 383 - 20754 6088 43225
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18. Employee related costs (continued)
Councillor FMI Shimange 44 954 - 78 751 10 827 134 532
Councillor TC Zitha 7 383 - 30 863 6088 44 334
Councillor T Makhubela 7 383 - 21676 6 088 35147
Councillor 8V Manganye 7 383 - 10 545 6 088 24 016
Councillor MB Maenetsa 7383 - 20 454 5 056 32893
Councillor MR Maake: 7 383 - 21750 6 088 35221
Councillor MV Mangoro 7 3383 - 36 438 6 088 49 906
Councillor MF Manyama 44 954 - 44 940 18 199 108 093
Councillor MB Mathedimosa 7383 - 52736 6 088 66 207
Councillor TJ Senyolo 7383 - 3802 4206 15 391
Councillor MJ Sekgopo 23966 - 28 308 3 933 56 207
Councillor MM Makweia 16 354 - - - 16 354
Councillor 1 888 Sekor 23 966 - - - 23 9686
Councllor | Ml Moegobo 23 086 - - - PR ls
Coungillor | LP Raphzh 23 966 - - - 23 966
Councillor IGAD MJ Mam 23 966 - - - 23 966
Councillor | SG Malatji 14 379 - - - 14 379
Councillor TLP Nwamit 23965 - - - 23 966
Councillor IGAD Mz Sha 23 968 - - - 23 966
Councillor Mam Hlanek 23 968 - - - 23 965
Councillor MC Mathevu 23 966 - - - 23 966
Councillor G Mushwana 114 924 - - - 114 924
Resigned Councillors 1054 291 - - - 1064 281
8025 318 430053 3342076 1444646 13242093
20. Depreciation and amortisation
Property, plant and equipment 177 883 702 225786 592
Intangible assets - 980 617
177 883 702 226 767 209
21. Finance costs
Interest Paid 225612 214 110
22. Debtimpairment
Debt impairment 65967 708 56 090 683
23. Bulk purchases
Water 288788797 313206196
24, Contracted services
Information Technology Services 18 837 525 38 184 902
Fleet Services 4912 895 -
Operating Leases 12831978 2841230
Specialist Services 433 184 -
Other Contractors 314831068 21523680
68 498688 62549 812

25. General expenses
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25. General expenses {continued)
Adveriising 460 207 14 931 686
Auditors remuneration 2029 319 3 890 681
Bank charges 164 311 142 436
Constilting and professional fees 12 741 648 43 152 533
Entertainment 1086 216 4 305
Insurance 718 016 424 373
Conferences and seminars 392 672 548 713
Motor vehicle expenses 583 588 104 364
Fuel and ol 1807 077 5787 886
Postage and courier 1778 4 261
Printing and stationery 500 649 1135632
Protective clothing 179 690 149 868
Secretarial fees - 141 290
Software expenses &§3b 616 48 b0
Subscriptions and membership fees 365 339 376727
Telephone and fax 4 001 464 2718 345
Travel - local 1089733 1335 296
Electricity 422 807 519122
Audit Committe Allowance 1 378 556 2760 107
Disaster Relief Fund 8281 342 209 400
Imbizo 2524725 2344 025
Forensic Audit - 856 168
Perfomance Management 4 220 603 16 046 975
Stores and Material 10 777 912 10245 118
Chemicals 6791 422 7 182 553
Other expenses 83 1955626 177 363 935
144 450 016 292 424 308
26. Auditors' remuneration
Fees 2029 319 3 890 681
27. Cash generated from operations
Surplus 257 279 960 45 973 360
Adjustments for:
Depraciation and amortisation 177883702 171751370
Gain on sale of assets and liabilities 34 046 926 -
Debi impairment 63 720 973 56 580 738
Movemenis in operating lease assets and accruals {6813 967) -
Movements in provisions 7479 355 5 321 802
Water and sanifation transactions (119 250 091) (47 206 644)
Benefit vesting {1 865 694) -
Interest cost 6 538 278 -
Curent service costs 3624 362 -
Changes in working capital:
Inventories 581 515 4( 386 188
Receivables from exchange transactions (33 839032) (52473085)
Consumer debtors 28 981972 (9 153 433)
Payables from exchange transactions 123 918581 262 893 633
VAT (18 840477) 12758 355
Unspent conditional grants and receipts B3 254919 (74 212 262)
Consumer deposits 311 870 (2 324 225)
587013152 410205 795
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28. Commitments

Authorised capital expenditure

Alroady confracted for but not provided for

. Property, plani and equipment 648278973 371312018

Not yet contracted for and authorised by accounting officer

. Purchase orders 11589 010 12 765 281

Total capital commitments

Capital commitments 648 278973 371312018

Operaticnal commitments 11589 010 12 765 281
659 867 983 384 077 29%

This committed expenditure relates to property and operational activities and will be financed by avaitable bank facilities,
retained surpluses, rights issue of shares, issue of debentures, mortgage facilities, existing cash resources, funds internally

generated, etc.

29. Contingent liabilities

Litigations are in process against the municipality refating to a number of disputes. The municipality's lawyers and

management consider the likelihood of the action against the municipality being successful as unfikely, and the case should

be resolved within the next two years.
Pending Legal cases:

1. The maiter involves a service
provider who did not honour his
cbiligation to the supplier of materiats in
terms of a cession agreement
hetween,Flotek MDM and the contractor

2. The plaintlff Is sulng the MDM for the
injury she sustained allegedly at a MDM
sewage manhole in  Manhole in
Modjadjiskioof

3. The plaintiff is suing the MDM as a
result of motor vehicle collision
involving an MDM employee.,

4.The plaintiff is suing the MDM for
awarding the tender to a JV which did
not qualify ,namely. Base Measure:
Tlong Re Yeng JV was a CIDB Grade 8
company and the tender required Grade
9 company.

5.The plaintiff is suing MDM for failing to
honeur its financial obligations -
cession.

B8.The plaintiff is suing the MDM for
failure to prevent a veld fire.

30 June 2018

R5719567.26

Rg50 0C0

R27 700.68

R10 000 000.

R1 680 490.05

R4 685 140.00

30 June 2017
R882 360

R2 000 000

R150 000

R10 000 000

R2 GO0 000

R5 000 000
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29. Contingent liabilities {continued}
7. Plaintiff has issued simple
summones fort the services rendered
as & Sub Contractor at Nandoni pipeline
project.

8. Plaintiff is claiming money as per the
cesslon agreement.

9.Car accident: Piaintiffs motor vehicle
hit a pothole and it was involved in an
accident in Modjadjiskloof & G-Kgapzane
road.As a result the plaintiff suffered a
right leg fraciure injury.The plaintiff
alleged that the accident was solely
caueed by the negligence of tho
Pefendents (GLM & MDM).

10.The plaintiff is suing the MDM for
been involved in a motor vehicle
accident with an employee of the
MDM.The plaintiff alleges that the
accident was solely caused by the
negligence of the MDM.

11.The Plaintiif is suing the MDM for
failing to pay the Water Use Licence
holder. In terms of the law the MDM
must pay the water use charges as a
holder of the licence.

12.An application for an order to pay for
work allegedly done .Technicat report
on Sefofotse to Ditshosane/Ramahlatsi
Bulk and Reticulation (Bellevue.
Sefpiptse, Maupa, Jamelz,
Mohlabaneng, Lebaka, Shawela,
Ditshosine and Maphalle)

13.Civil - contract: termination of
contract for the building of Offices in
Tzanean ,

14. Non-payment, a claim on the basis
of a disputed invoice in the amount of:

15.A claim payment as a result of a
cession in the amount of:

16 .A claim for work done. The case is
still pending

17. The plaintiff is suing the MDM as a
result of motor vehicle collision
involving the MDM employee. The claim
against the municipality is amounts to:
18. The plaintiff is suing MDM for
cancelling the contract to build and
office building in Tzaneen disaster
center. The case is pending.

R&39 641.11

R2 183 902.58

R3 500 000

R37 384.18

R175 645 917.12

R28 730 283.66

R43 611 986.70

R831 520.58

R231361.02

R4 500 135.99.

RO39 341

R2 200 000

R

R150 00C

R175 645 917.12

R23 262.61

R1 900 000
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28. Contingent liabilities (continued)
19. The plaintiff is suing the MDM for
failing to honour its financial obligations
cession

20. The matter invoives an interdict;
Stopping the implementation of the
Kampersrus Sewer reticulation line
Phase

21. The plaintif is suing MDM for
services rendered in respect of the
installation of boreholes and
transformers in Giyani area.

22 The plaintiff is claiming money for
the services rendered under a sub-
condracl agreemenl during the
consiruction of the Nandoni pipeline
23. The plaintiff is suing the MDM for
failing to hounor its financial abligations
Limpopo Wator Initiative is runnning a
plant in Ba-Phalaborwa under a service
level Agreement with the municipality
24. The plaintiff served the municipality
with a leiter of demand for an amount of
on the Namakgale Sewage Works
DM/2010/001. discussions held on the
1st June 2017with the contractor and
Engineering to resolve the matter

25. A claim is based o na cession
between Tainama jv Civico on the
Tours Bulk Water supply projec

26. The contractor is sueing the MDM
for cancellation of the contract to build
an office building at the disaster
mzanagement centre based in Tzaneen
Total R283,727,575.92
Contingent Assets

1.The MDM is suing the service R1 080 000
provider for fraudutently claiming money

which was not due to them. The

company was appointed to build 150

units of VIP Toilets. The company only

bl 15 oul of thal number and claimed

the entire paymentThe MDM is now

suing the company for

misrepresentation done.

2. The municipality is suing the R14,140,976.84
contractor and contractor is suing the
MDM for cancellation of the contract to
Luild an office building at the Disaster
Management Centre based in Tzaneen.

R2 00Q 000

R36 000 000

R413 900

R1 407 656

R54 000 C0Q

R11 499 509

ROB3 647

R14 140 976

R1 080 000

R30 000 000
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29, Contingent liabilities (continued)
3. The MDM has Ilaunched an
application to review and set aside its
own decision to appoint the service
provider. The service provider was
appointed to render consuliancy
services at Extensions of Modjadjiskloof
water works in  Greater Letaba
Municipality MDM want to declare this
appointment null and void,

Unconstitutional and Invalid.
Total

30. Prior period errors

Description of pricr period error

1. During the year it was noted that some projects
that some projects were incorrectly expensed,
these projects were  subsequently capitalised in
the current year.

The effect of the adjustment is as foliows

2. It was noted that scme od the completed
projects wera incorreclty not capitalised, these
projects were subsequently capitalised in the
current year.

The reclassification was as follows;

3. It was noted that some of the repairs and
maintenance expenditure was incorrectly classified
as work in progress, resulting in an overstatement
in PPE and understatement in expenditure

4 1t was noted that in the current year that some
water assets not within the municipal durisdiction
were incorreclty capitalised, resulting in an
overstatement in PPE.

The entry was corrected as follows

5. It was noted that PPE was overstated due to
some assets which were incorrectly capitalised;
The entry was corrected as follows

6. It was noted that VAT was incorrectly accounted
for and understated for.
The entry was corrected as follows:

7. We noted that the prior year creditors schedule
did not agree to the creditors balance as per trial
balance which resulted in an understatement in
payables;

R2 185 000

17,405,976.84

DR

Property,plant & Equipment
9,372,828

Work in Progress

20,047,005

Accumulated Surpius
5,247 642

Accumulated Surplus
35,052,540
Accumulated depreciation
16,112,616

Accumulated Depreciation
6,053,518

VAT Receivables
34,215,473

Accumulated Surplus

112,616,172

R650 000

CR

Accumulated Surplus
9,372,828

Infrastructure Assets

20,047,005

Praperty, Piant and Equipment
5,247,642

Property, Plant and Equipment
51,165,157

Accumulated Surplus
4,639,274
Property, plant and Equipment
11,592,793

Accumulated Suplus
34,215,473

Payables from exchange
transactions
112,616,172
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30. Prior period errors {continued)

8. We noted that some of the projects were
incorrectly expensed and not capitalised, resulting
in an a overstatement in expenditure and
understatement in PPE:

Property, piant and equipment
2 671 800

8. It was noted that the prior year payments for staff
debtors were incorrectly credited to the suspense
account and not the staff debtors account resulting
in an understatement in the salary suspense
account and an overstatement in receivables.

Accumulated Surplus
12719

10. We noted that the fransactions for infrastructure
water were incorrectly debited to assets under
conslructlon, resulling In an overstatemnen! in PPE
and understatement in expenditure

Accumulated Surplus

3,445,000

11. We noted that some of {he siaff debtors
continued to be received even after the debt was
fully settled, resulting in an undersiatement in
receivables and an overstatemeni in employee
related costs.

Accumulated surplus
1,607

12. It was noted that the Maruleng tandfill site was
ommitted from the trial balance in the pricr

year resulting in an understatement in PPE and
understatement in expenditure:

Property,Plant and Equipment
2,803,844

13. It was noted that some infrastructure assets
were incorrectly not capitalised even though the
construction was completed in the prior year.

Property,Plant and Equipment
3,529,843

14. We noted that VAT was incorrectly claimed in
the prior year even though it is not recoverable
form SARS, resulting in overstatement in VAT

Accumulated Surplus
69,824,733

15. We noted that Vat was incorrecily accounted
for in some of the prior year invoices resulfing in an
understatement of

Vat receivables
1,420,578

16. An audlt finding raised in the prior period noted
that there were differences between the trial
balance, general ledger and financial
statements. The adjustment was only corrected in
the prior year as follows:

Accumulated Surplus
15,594,645

17. We noted that some of the entries in the
accruals listing were not noted in the general tedger
which resulted in an understatement of trade
payables.

Accumulated Sumplus
10,303,320

18. Interest on call account was incorrectly
acounted for, resulting in an understatement in
receivables and interest received.

Receivables from exchange
transactions
99,838

19. A bank accounted was ommiied from record
resulting in an understatementof cash and cash
equivaients.

Cash and cash eguivalenis
8,545

Accumulated surplus
2871 800

Receivables from exchange
transactions
12719

Property, ptant and equipment

3,445,000

Receivables from exchange
transactions
1,607

Accumulated Surplus
2,615,722
Accumulated depreciation
188,122

Accumulated Surplus
3,526,843

Vat receivables
69,824,733

Accumulated Surplus
1,420,578

Payables from exchange
transactions
15,594,645

Payables from exchange
transactions
10,303,320
Accumulated Surplus

99,838

Accumulated Surplus
8,545
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30. Prior period errors (continued)

20. We noted that intermuncipal water transactions
wera incorrecty accounted for,resulting in a
decrease in consumer deposits.

2. We noted that Intermunlclpal water transactions
were incorrecty accounted for,resulting in an
overstatement in receivables and payable.

22. We noted that service fees due to Maruleng
was incorrectly mapped which resulted in an
understatement in payables

23. It was noted that inter-municipal accounts were
incorrectly accounted for and the error was
accounted for as follows:

24. We noticed that indigent debtors were
incorrectly accounted for, resulting in an
understatement of in debt impaiment.

The error was accounted for as follows

25. [t was discovered that water inventory bought
by Ba-Phalaborwa and ceded to Mopani, was
incorrectly accounted for

26. 1t was noted that some project were not
capitaiised. Th e error was corrected as follows:

27. Boreholes were supposed to be written off in
the prior year, but enrty was ommitted, the error
was corrected as follows:

28. We noted that some of the expenses vote were
not posted to accumulated surplus by the system in
the prior year, but treated as balance sheet votes,
the reclassification was done as follows:

29. Debt impairment was incorrectly overstated in
the prior year:

30. it was discovered that depreciation was
incorrectly accounted for:

Accumulated Surplus
10,549,332

Payables from exchange
transactions
337,442

Accumulated Surplus

174,665

Accumutated Surplus
233,284

Accumuiated Surplus
1,330,429

Accumulated Surpius
3,836,449

PPE Infrastructure
182,275,436
Accumulated Surplus
6,451,029

Accumulated Surplus
11,673,561
Accumulated Depreciation
12,805,937

Accumulated Surplus
1,111,061

Consumer debtors
1,820,482

Accumulated surplus
89 683

The correction of the error(s) results in adjustmenis as follows:

Statement of finacial position

Increase in Property, plant and equipment
Decrease in Vat receivable

Increase in receivables from exchange transactions

2018 2017

Consumer debtors
10,549,322

Accumulated Surplus
876.13
Consumer debtors
336,446

Payables from exchange
transactions
174,665

Payables from exchange
transactions
233,284

Consumer Debtors
1,330,428

Payables from exchange
transactions
3,836,449

PPE Work In Progress
182,275,463
Accumulated Depreciation
6,451,029

PPE Inirastructure
24,379,498

General expenses
1,105,060
Contracted Services
6,001.23

Accumulaied Surplus
1,820,482

Accumulated depreciation
8% 683

(48 218 854)
(33 648 681)
(3 750 936)
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Decrease in consumer debtors
Decrease in accumulated surplus

increase in general expenses

Decrease in depraciation

Increase in employee related costs
Increase in interest on investmeants
Increase in debt impairment
Increase in bulk water purchases

Statement of financial position

Current Assets

Vat receivable

Cash and cash equivalenis
Consumer debtors
Total current assets

Non current assets
Property,plant and equipment

2018 2017
30. Prior period errors (continued)
Increase in payables in exchange transactions (138 409 979) -
Increase in cash and cash equivalents 8 545 -
{10 570 410)
234 560 316 -
1 -
Statement of financial performance
172 327 962 -
Increase in repairs and maintenance (6 796 986) -
55 015 839 -
14 326 -
(99 838) -
(490 053) -
14 619 065 -
Net decrease in accumulated surplus 234 590 315 -
Balance Prior period Restated
Previously adjustments Balance
Reported
119 537 056 (33648681) 85888375
Receivable from exchange transactions 197 953 417 (3750938) 194202480
7752 471 8 545 7761016
176 284 968 (10570410} 165 724 558
501 537 912 (47 961 483) 453 576 428
4,848,014,790 (48,218.854) 4,895,795,936
4,948.014,790 (48,218,854) 4,899,795,036

Liabilities

Current liabilites

Payzbles from exchange transactions
Total current liabilities

Accumulated surplus
Net assets

Statement of financial perfomance as at 30 June 2017

Revenue

Revenue from exchange transactions
nterest received - invesiment

Total Revenue

Expenditure

Employee related cosis
Depreciation and amortisation
Debt Impairment

General expenses

Repairs and maintenance
Bulk water purchases

Total expenditure

Effect on accumulated surplus

1,333,043,885

138,409,979

1,471,453,864

1,333,043,885

138,409,979

1,471,453,864

3,989,739,359

(234 590 316}

3,755 142 042

3,989,739,359

(234 590 316}

3.755, 140 042

7,028,526 99,838 7,128,364

7 02 8526 99,838 7,128,364
(321,188,887)  (14,326) (321,203,213)
{(171,751,370)  (55,015,839) (226,767,209)
(56,580,736) 490,053 (56,090,682))
(116,205,665) (172 327 962) (288 533 627)
(86.967,367) 6796985  {92,215,009)
(298 587 131) (14 619065) (313 206 196)

(1651 281 156) (234 690 154)

(1285 971310)

(1044 252 630) (234 590 317)

(1278 842947)
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31. Going concern

We draw atiention to the fact that at 30 June 2018, the municipality had an accumuiated surplus of 3 890 530 822 and that
the municipality's total liabilities exceed its assets by 3 890 530 822.

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

The ability of the municipality to continue as a going concern is dependent on a number of factors. The most significant of
these is that the accounting officer continue to procure funding for the ongoing operations for the municipality.

The financial statements have been prepared on the basis of accounting policies applicable to a going cencern. This basis
presurnes lhal lunds will be available lo nance feture operalivng and at De realisation of assels and selllement of
liabilities, contingent ohligations and commitmenis will occur in the ordinary course of business

The ability of the municipality to continue as a going concarn is dependant on a number of factors The most significant of
these is that the accounting officer continue to secure funding for the ongoing operations for the municipality.

As at 30 June 2018, the municipality's current liabitities exceeds current assets by R 3,880,530,823.

a) The municipality is experiencing challenges of collecting ewn revenue from water and sanitation. This is due to
weakness in controls invoiving management of revenue at the local municipalities since the latter are service providers and
the district is the service authority.

b) The municipality is service significant historic obligations that do not necessarily have source of funding other than the
funding from National Treasury. These obligations include Lepelle Northern Water estimated at R540 million, Department of
Water Affairs estimated at R320 million, as well as litigations and claims that come on an ad hoc basis. These litigations
and claims can easily cost the municipality over R100 million per annum.

¢) There is a need to relook into the municipality's obligations against its resources as the situation cusrently is not
sustainable.

d) The municipality invests a significant amount of resources in the water and sanitation infrastructure with little if any
return. This is as the municipality spend a full calendar year without a cent being received fram water and sanitation
consumers,

&) ltis extremely difficult to effectively monitor the cash flow of the municipality because a lot of payments are historic and
come on surprise bases. These payments come in various form including, historic claims of contractors on projects, historic
legal fees, unpredictable and excessive overtime payments from essential services sections, etc.

) More often than not, MIG funding iransfer for committed projects from National Treasury gets delayed puiting more
pressure on the liquidity of the municipalify.

g) There is also a significant portion of payments for infrastruciure projects funded through own funding outside budgets as
most of the paymenis are made to avoid litigations.

Even though the current liabilities exceed the current assets the municipality is a going concern because of the following
reasons:

a) There is a commitment from National Treasury o fund the operations of the municipality through equitable share and
conditional grants. This is substantiated by past practice and gazettes issued by National Treasury for the MTREF period
under consideration.

b} There is no change in the legislation that impact on the municipality's ability to continue as a going concern,

c) There is plans to ensure that there is effective spending of funds.

d) There are repayment arrangements in place to defer significant portions of the trade payables of Lepelle Northern Water
and Department of Water Affairs to future years to allow for liquidity and solvency.
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31. Going concern (continued)
{e) The municipality is taking consideration over water and sanitation function with the aim of maximising revenue collection

and recovery of debtors, the monies which will be utilised to pay creditors with speed and return o good lquidity and
solvency positions.

32. Unauthorised expenditure

Cpening balance 198 9913156 1569 154 582
Current year 154 239 337 39836733
Unauthorised expenditure awaiting condonement 353 230652 198991 315

Unauthorised expenditure increased due o the significant difference between the budgeted and actual subsistence
allowancos,medical aid and storea and materiala figurcs.

33. Fruitless and wasteful expenditure

Opening balance 166 015978 165834 771
Current year 17 885 948 181 207
Fruitless and Wasteful Expenditure awaiting condonement 183 901 826 166 015 978

The fruittess and wasteful expenditure relates to incorrect allocation of late payments and vat incorrectly recorded.

34. Irreqular expenditure

Opening halance 186 332521 169214 083
Add: Irregular Expenditure - current year 10664 876 17 118 438
Irregular Expenditure awaiting condonement 196 997 397 186 332 521

35. Additional disclosure in terms of Municipal Finance Management Act

Distribution Losses

Sales Kl) Total 49760 250 103 561 681

Purchases (ki) Total 29 283 992 50 785 366
Percentage water losses at the plants (%) 69 66
Audit fees

Fees 2029 319 3 860 681

PAYE and UIF

Current year subscription / fee 53536466 40000 0CO

Amount paid - current year (57 937 157) (47 B88 Q00)
Amourtt paid - previous years 4 400 691 7 888 000

Pension and Medical Aid Deductions

Current year subscription / fee 6 722 076 9 585 GO0
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35. Additional disclosure in terms of Municipal Finance Management Act (continued)

{36 450 00O)

(26 854 000)

Amount paid - current year 6722076
13 444 1862

VAT

VAT receivable 104 728 852

85888 375

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

38. Devlation frotn supply chaln inanagement regulallons

tn terms of Section 36 of the Municipal Supply Chain Management Regulations, any deviation from the supply chain
matizyement pulivy heeds lo be approvedivondoned by the Municipal Manager. The total deviations for the quarter
amounted to R15 895 803.60 {2017: R4 328 185.75) which has been tabled to council for noting in terms of Section 36(2).
Paragraph 12( 1Y{d)]) of Governmenl gazelte No. 27836 lssuad on 30 May 2005 slates thal devlatlons must be Included as
a note to the financial statements Major deviations related to emergency procurement of borehole spares and pipes in order

to avoid interuption of essential service {Water Supply).

The reasons for these deviations were documented and reported {o the accounting officer who considered them and

subsequently approved the deviation from the normal supply chain management reguiations.

74



Mopani District Municipality
{Registration number DC33)
Annual Financlal Statements for the year ended 30 June 2018

Notes to the Annual Financial Statements

Figures in Rand 2018 2017

37. Provision on Landfill Site

2018 2017
Opening balance 11971 993 11895 215
Current year movement 5 128 788 276 768
Closing Balance 18100781 11971983

The aggregate effect of the changes in accounting policy on the annual financial staternents for the year ended 30 June
2017 is as follows:

Statement of financial position

Management do not have sufficient records relating to inlerest capitalised on planl and equipment lo enable relrospeclive
expensing of borrowing cost. For this reason the change in accounting policy is applied prospectively.

{If retrospoctive application ic imgracticable for a particular prier period, or for perieds before those presented, disclose the
circumstances that led to the existence of that condition and a description of how and from when the change in accounting
policy has beett applied.]

The municipality has not applied the new [name the standard or interpretation] issued, and effective for periods
commencing . [Describe the new required treatment and the current treatrment.] The estimated impact of the implementation
of the new standard on the 2018 annuat financial statements is as follows:

38. Asset Held for Sale

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

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

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

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

39. Finance lease obligation

Minimum lease payments due

- within one year 3 350 422
- in second to fifth year inclusive 5584 037
8 934 459
less: future finance charges (1897 021}
Present value of minimum lease payments 7 037 438

Present value of minimum lease payments due

- within one year 2251500
- in second o fifth year inclusive 4785938
7 037 438

itis municipality has leased printing machines under a finance lease, effective from 28 February 2018

The average lease term is 3 years and the average effective borrowing rate is 18.2% per annum
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39. Finance lease obligation (continued)

Interest rates are linked to prime at the contract date. All leases have fixed repayments and no arrangements have been
cntered inte for contingent rent.

40. Budget differences
Material differences between budget and actual amounts

There were material differences between the final budget and the actual amounts. The reasons were shown in the
statement of comparison budget and actual amounts,

Differences between budget and actual amounts basis of preparation and presentation

The budget and the accounting bases differ. The annual financial statements for the whole-of-government are prepared on
the accrual basis using a classification based on the nature of expenses in the statement of financial performance. The
annuadl financial statoments are consolidated statemonts that includo all controlled ontitios, including govornment buginoss
enterprises for the fiscal period from 2017/07/01 to 2018/06/30. The annual financial statements differ from the budget,
which is approved on the cash basis and which deals only with the general government sector that excludes government
business enterprises and certain other non-market government entities and activities.

The amounts in the annual financial statements were recast from the accrual basis to the cash basis and reclassified by
functional classification to be on the same basis as the final approved budget. [n addition, adjustments fo amounts in the
annual financial statements for timing differences associated with the continuing appropriation and differences in the
entities covered (government business enterprises) were made to express the actual amounts on a comparable basis to the
final approved budget. The amounts of these adjustments are identified in the following table.
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