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ASSETS

Current Assets

Inventories

Receivables from Exchange Transactions
Receivables from Non-exchange Transactions
VAT Receivable

Cash and Cash Equivalents

Operating Lease Receivabies

Non-Current Assets
Property, Plant and Equipment
Intangible Assets

Investment Property

Total Assets

LIABILITIES

Current Liabilities

Consumer Deposits

Current Portion of Long-terin Liabilities
Provisions

Payables from Exchange Transactions
Payables from Non Exchange Transactions
Unspent Conditional Grants and Receipts

Non-Current Liahilities
Employee Benefit Liabilities
Provisions

Total Liabilities

Net Assets

NET ASSETS
Accumulated Surpius

Total Net Assets

Note

~NoU kN

1"
15
12
1341
13.2
14

15
16

17

Actual

2018 2017
R R
42,439,581 35,573,880
266,175 124,564
12,862,726 10,802,836
25,145,207 20,047,272
2,611,441 3,812,922.20
1,484,723 713,695
69,308 72,590
333,546,835 335,627,862
308,347,157 310,223,046
152,544 139,094
25,047,135 25,265,723
375,986,416 371,201,742
28,766,952 40,522,581
104,588 104,588
613,464 328,573
2,487,714 2,590,831
23,739,036 34,799,816
- 835,502
1,822,150 1,863,270
5,101,485 4,937,639
3,708,095 3,602,107
1,393,389 1,335,532
33,868,437 45,460,220
342,117,977 325,741,522
342,117,977 325,741,520
[ 342,117,977 | 325,741,520 |
342,117,977 325,741,520

th




REVENUE

Revenue from Non-exchange Transactions

Property Rates

Fines

income for Agency Services

Government Grants and Subsidies Received

Revenue from Exchange Transactions

Service Charges

Rental of Facilities and Equipment

Interest Earned - Externai Investments

Interest Earned - Outstanding Debtors

Other Revenue

Licences and Permits

Gain on disposal of Property, Plant and Equipment

Total Revenue

EXPENDITURE

Employee Related Costs
Remuneration of Councillors
Depreciation and Amortisation
Bad debts

Repairs and Maintenance
Finance Costs

Buik Purchases

Contracted Services

Grants and Subsidies Paid
General Expenses

Loss on Disposal of Property, Plant and Equipment

Total Expenditure

SURPLUS FOR THE YEAR

Note

18

19
20

25
26
27

a3
28
29
30
31
32

Actual

2018 2017
R R
165,727,232 16,256,133
9,496,358 5,123,359
5,145,267 5,783,048
79,103,641 64,490,510
25,211,323 26,471,237
333,607 379,728
213,530 72,508
14,358,046 0,188,128
934,212 3,667,029
. 18,143
- 334,264
147,524,206 131,784,085
(42,456,667) (41,816,937)
(3,433,216) (3,123,213)
(18,505,169) (17,493,137)
(31,544,610) (19,604,897)
(1,812,269) (1,026,208)
(1,071,441) (1,961,355)
(3,362,382) .  (3.513477)
(4,794,120) (2,713,777)
(8,098,228) (16,702,372)
(16,046,789) (14,641,170)
(22,858) "
(131,147,751) (122,596,542)
16,376,456 9,187,543




2017

Balance at 1 July 2016

Correction of prior period error

Restated halance at 1 July 2016
Surplus for the year

Balance at 30 June 2017

2018
Restated balance at 1 July 2017

Surplus for the year

Balance at 30 June 2018

36

300,791,258 300,791,258
15,762,718 15,762,718
316,553,977 316,553,977
9,187,543 9,187,543
325,741,520 325,741,520
325,741,520 325,741,520
16,376,456 16,376,456
342,117,976 342,117,976




CASH FLOWS FROM OPERATING ACTIVITIES

Receipts

Sale of goods and services
Government Grant and Subsidies
Licence and permits

Interest Received

Other Receipts

Payments

Employee Related Costs
Remuneration of Councillors

Interest Paid
Suppliers Paid

NET CASH FLOWS FROM OPERATING ACTIVITIES
CASH FLOWS UTILISED FROM INVESTING ACTIVITIES

Purchase of Property, Plant and Equipment

Purchase of Intangible Assets
Proceeds on Disposal of Property, Piant and Equipment

NET CASH FLOWS FROM INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Short term loan

NET CASH FLOWS FROM FINANCING ACTIVITIES
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENT

Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period

Note

20

23

25
26
28

34

2018 2017
R R

17,768,070 16,890,918
70,479,313 62,383,060
- 18,143
213,530 72,506
6,499,128 9,829,805
(42,456,667) (41,856,114)
(3,433,216) (3,123,213)
(1,071,441) (193,842)
(30,770,760) (29,339,797)
17,227,357 14,681,466
(16,440,901) (15,790,062)
. (14,032)
{16,440,901) (15,804,994)
835,502
- 835,502
787,055 (288,026)
713,695 1,001,722
1,484,723 713,695
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KOUKAMMA MUNICIPALITY
ACCOUNTING -POLICIES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2018

BASIS OF PRESENTATION

The financial statements have been prepared in accordance with the effective Standards of Generally Recognised Accounting Practice
{GRAP} listed below inciuding any interpretations, guidelines and directives issued by the Accounting Standards Board and the Municip
Finance Management Act, 2003 (Act No. 56 of 2003).

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

A summary of the significant accounting policies are disclosed below.

These accounting policies are consistent with the previous period, except for the changes set out in note 1.6 standards an
interpretations effective and adopted in the curent year.

1. 1 CHANGES IN ACCOUNTING POLICY AND CCMPARABLITY

Accounting Policies have been consistently applied, except where otherwise indicated below.
The details of any resulting changes in accounting policy and comparative restatements are set out below.

The municipality changes an accounting policy only if the following instances:

(a) is required by a Standard of GRAP; or

(b} results in the financial statements providing reliable and more relevant information about the effects of transactions, other events ¢
conditions on the municipality's financial position. financiai performance or cash flow.

1. 2 CRITICAL JUDGEMENTS, ESTIMATIONS AND ASSUMPTIONS

In the application of the municipality's accounting policies, which are described below, management is required 10 make judgements
estimates and assumptions about the carrying amounts of assets and labilities that are not readily apparent from other sources. Thi
estimates and associated assumptions are based on historical experience and other factors that are considered to be relevant. Actue

results may differ from these estimates.

These estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates are recognised ii
the period in which the estimate is revised if the revision aifects only that period, or in the period of the revision and fuiure periods if thi
revision affects both current and future periods.

The following are the critical judgements, apart from those involving estimations, that the management have made in the process o
applying the municipality's Accounting Policies and that have the most significant effect on the amounts recognised in Annual Financia
Statements:

1. 2. 1 Revenue Recognition

Accounting Policy on Revenue from Exchange Trensactions and Accounting Policy on Revenue from Non-exchange Transactions
describes the conditicns under which revenue will be recorded by the management of the municipality.

In making their judgement, management considered the detailed criteria for the recognition of revenue as set out in GRAP 9 and GRAF
23. In particular, whether the municipality, when goods are sold, had transferred to the buyer the significant risks and rewards o
ownership of the goods and when services are rendered, whether the service has been rendered. Also of imporiance is the estimatior
process involved in initially measuring revenue at the fair value thereof. The management of the municipality is satisfied that recogritior
of the revenue in the curmrent year is appropriate. At the time of Inltial recognition it is inappropriate to assume that the collectability o
amounts owing by individual recipients of goods or services will not occur, because the municipality has an obligation to collect al

revenue.

1. 2. 2 Financlal assets and liabllfties

The classification of financial assets and liabilities, into categories, is based on judgement by management. Accounting Policy on
Financial Assets Classification and Accounting Policy on Financial Liabilities Classffication describe the factors end criteria considerec

by the management of the municipality in the classification of financial assets and liabilifies.

In making the above-menfioned judgement, management considered the definition and recognition criteria for the classification of
financial instruments as set out in GRAP 104: Financial Instruments.

1. 2. 3 Impalrment of FInancial Assets

10



KOUKAMMA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

Accounting Policy on Impairment of Financial Assets describes the process followed to determine the valus by which financial assets
should be impaired. In making the estimation of the impairment, the management of the municipality considered the detailed criteria of
impairment of financial assets as set out in GRAP 104: Finencial Instruments and used its judgement to selsct a variety of methods and
make assumptions that are mainly based on market conditions existing at the end of the reporting period. The management of the
municipality is satisfied that the impairment of financiai assets recorded during the year is appropriate.

The calculation in respect of the impairment of debtors is based on an assessment of the extent 1 which debtors have defauited on
payments already due, and an assessment of their ability to make payments based on their creditworthiness.

This was performed per servico-identifiable categories across all classes of debfors.

11



. KOUKAMMA MUNICIPALITY
ACCOUNTING POLICIES TQ THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

BASIS OF PRESENTATION (Continued)
1. 2 CRITICAL JUDGEMENTS, ESTIMATIONS AND ASSUMPTICNS (Continued)

1. 2. 4  Useful lives of Property, Plant and Equipment, Intangible assets and investment property

The municipality depreciates/amortises its property, plant and equipment, investment property and intangible assets over the estimate
usefut lives of the assets, taking into account the residual values of the assets at the end of their useful lives, which is determined whe
the assets are available for use. The useful lives of assets are based sn management's estimation. Management considered the impat
of technology, availability of capital funding, service requirements and required return on assets in order to determine the optimum usefi
life expectation, where appropriate. The estimation of residual vaiues of assets is based on management’s judgement as to whether th
assets will be sold or used fo the end of their useful lives, and in what condition they will be at that fime.

1. 2. 5 Impairment: Write down of Properiy, Plant and Equipment and Inventories

Accounting Policy on PPE - impairment of assets and Accounting Policy on Intangible assets - Subsequent Measurement, Amortisatior
and Impairment and Accounting Policy on Inventory - Subsequent measurement describes the conditions under which non-financie
assets are tested for potential impairment losses by the management of the municipality. Significant estimates and judgements are mad:
relating to PPE impairment {esting, Intangible assets impairment testing, write down of Inventories to the lowest of Cost and Ne
Realisable Values (NRV) and whether assets should be written down to current replacement cost.

in making the above-mentioned estimates and judgement, management considered the subsequent measurement criteria and indicaton
of polential impaiment 105585 as set out in BGRAP 21 impainmeni of Non-Cash generating Asseis and GRAP 26: impairment of Cas!
generating Assets. In particular, the calculation of the recoverable service amount for PPE and intangible assets and the NRV fo
inventories involves significant judgement by management. During the year no Impairments were made to PPE, intangible assets o
inventory.

1. 2. 6 Waterinventory

The estimation of the water stock in the reservoirs is based on the measurement of water after the depth of water in the reservoirs have
been determined, which is then converted into volumes based on the total capacity of the reservoir,

1. 2. 7 Defined Benefit Plan Liabilities

The municipality obtains actuarial valustions of its defined benefit plan liabilities. The defined benefit obligations of the municipality that
were identified are Post-retirement Health Benefit Obligations and Long-service Awards. The estimated liabilities are recorded ir
accordance with the requirements of GRAP 25. Details of the liabilities and the key assumptions made by the actuaries in estimating the
liabilities are provided in the notes to the Annual Financial Statements.

1. 2. 8 Provisions and contingent liabifities

The Municipality has an obligation to rehabilitate its landfill sites in terms of its license stipulations. Provision is made for this obligation
based on the net present value of cost. Additional disclosure of these estimates of provisions are included in Note 16 Provisions. A
valuation report is prepared annually by the Province of the Eastern Cape Local Government and Traditional Affairs Department. This
report is an effect fo ensure that Kou-kamma Local Municipality complies with the Waste Act and the Generally Recognised Accounting
Practice (GRAP) 17 and 19 requirements and standards. GRAP 17 requires the cost of rehabiiitation of landfili sites to be caplialised as
property, plant and equipment and within GRAP 17 the interest of this report is in the depreciation rate of the sites. GRAP 18 requires for
costs of rehabilitation of landfilt sites tc be provided for.

1. 2. 9 Budgetinformation

Deviations between budget and actual amounts are regarded as material differences when a 10% deviation exists. All material
differences are explained in the notes {o the annual financial statements.

1. 3 PRESENTATION CURRENCY

The Annual Financlat Statements are presented in South African Rand, rounded off to the nearest Rand, which Is the municipality's
functional currency.

1. 4 GOING CONCERN ASSUMPTION

The Annual Financial Statements have been prepared on the assumption that the municipality will continue to operate as a going
concetn for at least the next 12 months.

12



KOUKAMMA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

1. 5 OFFSETTING

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

13
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KOUKAMMA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

BASIS OF PRESENTATION (Continued)
New Standards and Interpretations
1. & Standards and interpretations effective and adopted in the current year

GRAP 1: Interpretation of GRAP: Applying the Probablility Test on Initial Recognition of Exchange Revenue

An municipality assesses the probability of each transaction on an individual basis when it occurs. Entities shall not assess the
probability on an overall level based on the payment history of recipients of the service in general when the probability of revenue I
assessed at initial recognition. The full amount of revenue will be recognised at initial recognition. Assessing impairment is an event tha
takes place subsequently to initial recognition. Such impairment is an expense. Revenue is not reduced by this expense. The effective
date of the interpretation is for years beginning on or after 01 April 2013.

GRAP 1 (as revised 2010): Presentation of Financial Statements

Additional disclosure requirements have been added regarding the following areas: assets and liabilities inciuded in disposal groups
classified as held for sale, biolegical assels, deferred tax assets (liabilities}, tax expense, post-tax surplus or deficit and the use o
transitions provision in the accounting policy. All amendments fo be applied retrospectively. The effective date of the amendment is foi
years beginning on or after 01 April 2013.

GRAP 3 (as revised 2010): Accounting policies, Changes In Accounting Estimates and Errors

The revision resulted in various terminology and definition changes. Paragraphs added to Changes in accounting policies A change fromr
one basis of accounting 1o another basis of accounting is a change in accounling policy. A change in the accounting treatment
recognition or measurement of a transaction, event or condition within a basis of accounting is regarded as a change in accounting

policy.

Selection of accounting policies: The reference to the Accounting Practices Committee (APC) of SAICA has been deleted fromr
paragraph .11 on the basis that it is not a standard setter and that entities would consider information from a wide range of sources ir
formulating an accounting policy and not just the pronouncements of the APC. Commentary on the selection of benchmark anc
alternative accounting policies has been delsted. The effective date of the amendment is for years beginning on or after 01 April 2013.

GRAP 9 (as revised 2010): Revenue from Exchange Transactions

The revision resulted in various terminology and definition changes. Dividends or simflar distributions declared from pre-acquisitior
surpluses: Paragraph .36 has been amended fo encompass not only securiies, bul any contributed capital. Various emendments
deletions and additions to examples included in the appendix. The effective date of the amendment is for years beginning on or after 01

April 2013.

GRAP 12 (as revised 2010): Inventorles

Cost formulas: Paragraph .34 was amended and .35 was added io separate the principie from the exception when applying the cos:
formula for inventories with a similar nature and use to the municipality.

Recognition as an expense: Where reference has been made fo ‘net realisable value’, ‘current replacement cost' has been added. Fall
vaiue measurement: The appendix on how o determine fair value has been deleted. All amendments to be applied retrospectively. The
effective date of the amendment is for years beginning or or after 04 April 2013,

GRAP 13 {as revised 2010): Leases

Paragraph .04 has been included to clarify that this Standard does not apply to lease agreements to explore for or use natural resources
such as oil, gas, timber, metais and other mineral rights and licensing agreements for such items as motion picture films, videc
recordings, plays, manuscripts, patents and copyrights. Non-current Assets Held for Sale and Discontinued.

Operations:
Paragraph .51 has been added to clarify that finance lease assets classified as heid for sale in accordance with the Standard of GRAF

on Non-current Assets Held for Sale and Discontinued Operations shall be accounted for in accordance with that Standard. Guidance or
accounting for finance leases by lessors: The paragraph (previously paragraph .53) that provided guidance on the recognition of assets
where entities enter into arrangements with private sector entities has been deleted as the Guideline on Accounting for Public Private
Partnerships supersedes this guidance. Guidance on operating lease incentives and substance over legal form: The guidance included
in the otiginal text on substance over legal form has been deleted. Ciassification of leases on land and buildings elements: The guidance
on the classification of land and buildings has been amenrded to ensure that the element of the lease relating fo the land is classified as &
finance lease where significant risks and rewards have been {ransferred, despite there being no transfer of title, consistent with the
generel classification guidance. All amendments to be applied retrospectively. The effective date of the amendment is for years
beginning on or after 01 April 2013,
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‘KOUKAMMA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2018

BASIS OF PRESENTATION {Continued)
1. 6 Standards and interpretations effective and adopted in the current year (Continued)

GRAP 16 (as revised 2010): Investment Property

Recognition of investment property: Additional commentary has been included in paragraph .19 and .20 o explain paragraph .18 tha
outlines the recognition criteria for investment property. This Standard includes investment property under construction as it wa
inconsistent with the requirement that investment property being redeveloped was still within the scope of this Standard, but not the initie
development. As a result paragraphs .10 and .11 were amended, paragraphs .60 and .61 inserted, and paragraphs .25 and .65(e} of tht
original text deleted.

The measurement principles were also amended accordingly to allow investment property under construction to be measured at cost i
fair value cannot be measured reiiably, until such time as the fair value can be measured reliably. Additionai guidance has been includec
in the examples of investrment property to clarify that the rentals earned do not have to be on a commercial basis or market related for the
property to be classified as investment properly. Disclosure: Entities are encouraged, rather than required, to disclose the fair value o
investment properly when this is materially different from the carrying amount. Amendments to be applied as follow: Paragraphs .10{e)
.54, .59, .62 and .65 were amended, paragraphs .60 and .61 wers added and paragraph .25 and .11 (d} of the original text (2004} wa:
deleted by the Improvements to GRAP issued in 1 April 2011. An municipality shali apply those amendments prospectively for apnua
periods beginning on or after 1 April 2011. If an municipality elects to apply these amendments earlier, it shall disclose this fact. The
related amendment to paragraph .05 in the Standard of GRAP on Property, Plant and Equipment is also applied eariier. Any othe
amendments to the Standards of GRAP shall be applied retrospectively. The effective date of the amendment is for years beginning or
or after 01 April 2013,

GRAP 17 (as revised 2010} Property, Plant and Equipment

Scope: The recognition and measurement of exploration and evaluation assets have been added to the scope exclusions. Investmen
properties under construction have been removed from the scope.

Measurement at initial recognition: Paragraph .23 and .24 have been amended {o clarify that the guidance applicabie to determine fak
value for revalued assets applies equally to the initial measurement of items of property, plant and equipment at fair value. Depreciable
amount and depreciation period: An additional paragraph has been added to clarify that reviewing the useful life of an asset on an annva
basis does not '

require the municipality to amend the previous estimate unless expectations differ from the previous estimate. Derecognition: The
requirement to not classify gains from the disposal of property, plant and equipment as revenue, has been removed. Paragraph .78 has
been added in line with the JASB Improvements Project fo clarify that where assets are held for rental fo others in the ordinary course of
operations and the municipality subsequently selis the assets, the Standard of GRAP on Non-current Assets Held for Sale and
Discontinued Operations does not apply. Rather, these assets are to be transferred and treated in accordance with the Standard oi
GRAP on Invenrtories. Disclosures: The required disclosures in paragraph .80 have been amended to encouraged disclosures, Added to
the list of encourage disclosures is the fair value disclosure of assets where the cost model is used. The requirement to disclose the cosi
basis for revaluated assets was remeved. Amendmen's to be applied as follow: Paragraphs .05, .23 and .24 were amended and
paragraph .78 was added by the improvements to GRAP issued in 1 April 2011. An municipality shall apply those amendments
prospectively for annual periods beginning on or after 1 Aprii 2011. If an municipality elects to apply these amendmenis earlier, it shail
disclose this fact. Any other amendments to the Standards of GRAP shall be applied retrospeciively. The efiective date of the
amendment is for years beginning on or after 01 April 2013.

GRAP 25: Employee Benefits

The objective of GRAP 25 is to prescribe the accounting and disclosure for employee benefits. The standard requires the rmunicipality to
recognise: a liability when an employse has provided service in exchange for employee benefits to be paid in the future; and an expense
when the municipzlity consumes the aconomic benefits or service potential arising from service provided by an employee in exchange for
employese benefits. The standard states the recognition, measurement and disciosure requirements of: short-term employee benefits; all
short-term employee benefits; short-term compensated absences; bonus, incentive and performance related payments; post-
employment benefits: Defined contribution plans; other long-term employee benefits; an termination benefils. The major difference
between this this standard (GRAP 25) and [AS 19 is with regards to the treatment of actuarial gains and losses and past service costs.
This standard requires the municipality to recognise all actuarial gains and losses and past service costs immediately in the statement of
financial performance cnce occurred. The effective date of the standard is for years beginning on or after 01 April 2013.

The adoption of these amendment is not expected to impact on the results of the municipality, but has resulted in more disclosures in the
annual financial statements.

1. 7 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE
The fotiowing GRAP standards have been issued but are not yet effective and have not been early adopied by the municipality:
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KOUKAMMA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2018

GRAP 18 Segment Reporting - issued February 2011, effective date 15 April 2015
GRAP 20 Related Party Disciosures - issued June 2011
GRAP 32 Service concession arrangements grantor
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KOUKAMMA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

BASIS OF PRESENTATION (Continued)

1. 7 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE
(Continued)

All the other listed standards &3 listed above will only be effective when a date is announced by the Minister of Finance.

Where a standard of GRAP is approved as effective, it replaces the eguivalent statement of International Public Sector Accounting
Standards Board, International Financial Reporting Standards or Generally Accepied Accounting Principles. Where a standard of GRAP
has been issued, but is not yet effective, the municipality may elect to apply the principles established in that standard in developing an
appropriate accounting policy dealing with a particular section or event before applying paragraph 12 of the Standard of GRAP on
Accounting Policies, Changes in Accounting Estimates and Errors.

Management has considered all of the above-mentioned GRAP standards issued but not yet efiective and anticipates that the adoption
of these standards will not have a significant impact on the financial position, financial perfformance or cash flows of the municipatity.

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 rescurces will be aliocated to the varicus activities underiaken by the municipality. The major
classHications of activities identified in budget documentation will usuvally reflect the segments for which an municipality reports
information to management. Segment information is either presented based on service or geographical segments. Service segments
relate fo a distinguishable component of an municipality that provides specific outputs or achieves particular cperating objectives that are
in fins with the municipality's overall mission. Geographical ssgments relats to specific oulputs generated, or particular objectives
achieved, by an municipality within a particular region.

Requires additional disclosures on the various segments of the business in @ manner that is consistent with the information reported
intemnaliy to management of the municipality. The precise impact of this on the financial statements of the Municipality is stili being
assessed but it is expected that this will only result in additional disclosures without affecting the underfying accounting. This standard

does not yet have an effective date.

GRAP 20 - Related party disclosures

The effective date of the standard has not been determined yet. The standard of GRAF on related parties wiil replace the IPSAS 20
standard on related party disclosure currently used. No significant impact on the financial statements of the Municipality is expected.

GRAP 32 Service concession arrangements grantor

The standard prescribes the accounting treatment for service concession arrangements by the grantor, a public secter municipality. The
effective date of the standard has not been determined yet.

No significant impact on the financial statements of the Municipality Is expected.

GRAP 108 Statutory receivables
This standard prescribes the accounting requirements for the recognition, measurement, presentation and disclosure of statutory
receivables. The effective date of the standard has not been determined yet.

PROPERTY, PLANT AND EQUIPMENT

2. 1 [Initial Recognition

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

The cost of an item of property, plant and equipment is recognised as an asset if, and only if it is probable that future economic benefits
or service potential associated with the item will flow to the municipality, and if the cost or fair vaiue of the item can be measured reliably.
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KOUKAMMA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

FOR THE YEAR ENUEL 2 = ——

Property, plant and equipment are initially recognised at cost on Hs acquisition date or in the case of assets acquired by grant or
donation, being the fair value of the asset at acquisition date. The cost of an #tem of property, plant and equipment is the purchase price
and other costs attributable to bring the asset o the location and condition necessary for it to be capable of operating in the manner
intended by the municipality. Trade discounts and rebates are deductied in arriving at the cost. The cost also includes the necessary
costs of dismantiing and removing the asset and restoring the site on which itis located.

When significant components of an item of property, plan and equipment have different useful iives, they are accounted for &5 separate
items (major components) of property, plant and equipment.
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KOUKAMMA MUNICIPALITY

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

PROPERTY, PLANT AND EQUIPMENT {Continued)

2. 1 Initial Recognition (Continued)

The cost of an item of property, plant and equipment acguired in exchange for a non-monetary assets or menetary assets, or a
combination of monetary and non-monetary assets is measured at the fair value of the asset given up, unless the fair value of the asset
received is more clearly evident. If the acquired item could not be measured at its fair vatus, its cost is measured at the carrying amount

of the asset given up.
Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality expects to use them during

more than one period. Similarly, if the major spare parts and servicing equipment can be used only in connection with an item of
property, plant and equipment, they are accounted for as property, plant and equipment.

2. 2 Subsequent Measurement

Subsequent expenditure relating to property, plant and equipment is capHalised if it is probable that future economic benefils or service
potential associated with the subsequent expenditure will flow to the municipality and the cost or fair value of the subseguent expenditure
can be reliably measured. Subsequent expenditure incurred on an asset is only capilalised when it increases the capacily or future
economic benefils associated with the asset. Where the municipality replaces parts of &n assei, it derecognises the part of the assel
being replaced and capitaiises the new component.

Subsequently all property plant and equipment are measured at cost, less accumulated depreciation and accumulated impairment
losses.

Subsequent to initial recognition, land and buildings are camied at cost less acsumulated depreciation and impairment losses.

Compensation from third parties for items of property, plant and equipment that were impaired, lost or given up is included in surplus or
deficit when the compensation becomes receivable.

2. 3 Depreciation

Depreciation on assets other than land Is calculated on cost, using the straight-line method, to allocate their cost to their residual values
over the estimated useful lives of the assets. The depreciation method used reflects the pattemn in which the assef's fulure economic
benefiis or service potentiai are expecied to be consumed by the municipality. Each pait of an item of property, plant and equipment with
a cost that is significant In relation to the tota! cost of the item shail be depreciated separately. The depreciation rates are based on the
following estimated useful lives.

Depreciation only commencas when the asset is available for use, uniess stated otherwise.

The following is &n indication of the maximum expected useful life of the assets:

Yoars Years
Infrastructure Buildings 30
Roads and Paving 30
Electricity 20-25 Other
Water 20 Specialist Vehicles 20
Landfili Sites 7-50 Other Vehicles 7
Sewer 20-25 Office Equipment 10
Community Furniture and Fittings 10
Recreational Facilities 20-30 Specialised Plant and Equipment 15
Security 5 Other Plant and Equipment 5
Fencing 3-5

The asseis estimated useful lives and depreciation method are reviewed annually, and adjusted prospectively if appropriate, at each
reporting date.

2. 4 Incomplete Construction Work

incomplete construction work is stated at historical cost. Depreciation and impairment (if applicable) only commences when the asse!
becomes available for use and transferred to the relevant asset class.

2. 5 Finance Leases
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KOUKAMMA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS

ACCOUNITING FULIGLIES 1 I AN e, —————

FOR THE YEAR ENDED 30 JUNE 2018

Assets capitalised under finance leases are depreciated over their expected usefu! lives on the same basis as PPE conirolled by the
municipality or where shorter, the term of the relevant lease if there is no reasonable ceriainty that the municipality will obtain ownership
by the end of the lease term.

2. & Land & Buildings

Undeveloped Land is not depreciated as it is deemed fo have an indefinite useful life, buildings and other structures situated on
developed land are depreciated less their residual value over their useful life.
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KOUKAMMA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

PROPERTY, PLANT AND EQUIPMENT (Continued)
2. 7 Iinfrastructure Assets

Infrastructure Assets are any assets that are part of a network of similar assets. [nfrastructure assets are shown at cost less accumulater
depreciation and accumulated impairment. Infrastructure assets are treated simiiarly to all other assets of the municipality in ferms of thy
asset management policy.

2. & Derscognition of property, plant and equipment

The carrying amount of an item of property, plant and equipment is dereccgnised on disposal, or when no future economic benefits o
service potential are expected from its use or disposal.

" The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when the ften
Is derecognised. Gains are not classified as revenus.
Galns or losses are calculated as the difference betwsen the carrying value of assets (cost less accumulated depreciation anc
accumuiated impairment losses) and the disposal proceeds is included in the Statsment of Financial Performance as a gain or loss or
disposal of property, plant and equipment.

The estimated useful lives and depreciation methods have been reviewed for the year ended 30 June 2017, and any changes thereir
have been implemented in accordance with the requirements of GRAP 17, GRAP 3.

INTANGIBLE ASSETS

Intangible assets are initially recognised at cost. The cost of an intangible asset is the purchase price and other costs attributable fo bring
the intangible asset to the location and condition necessary for it to be capable of operating in the manner intended by the municipality,
or where an intangible asset is acquired at no cost, or for a nominal cost, the cost shall be its fair value as at the date of acquisition.
Trade discounts and rebates are deducted in arriving at the cost. Intangible assets acquired separately or internally generated are
reported at cost iess accumulated amortisation and accumulated impairment losses. The cost of an intangible asset acquired in
exchange for a non-monetary assets or monetery assets, or a combination of monetary and non-monetary assets is measured at the fair
value of the asset given up, unless the fair value of the asset received is more clearly evident. If the acquired item could not be
measured at its fair value, its cost is measured at the carmying amount of the asset given up. K the acquired item's fair value was not
determinable, it's deemed costis the carying amount of the asset(s) given up.

3. 1 Initial Recognition

Identifiable non—monetary assets without physical substance are classified and recognised as intangible assets. The municipality
recognises an intangible asset in its Statement of Financial Position only when it is probable that the expected future economic benefits
or service potential that are attributable to the asset will fiow to the municipality and the cost or fair vaiue of the asset can be measured

reliably.

3. 2 Subsequent Measurement, Amortisation and Impairment

After initial recognition, an intangible asset is carried at its cost less any accumulated amortisation and any accumulated impairment
losses.

Expenditure on an intangible item that wes initiaity recognised as an expense shall not be recognised as part of the cost of an intangible
asset at a later date.

In terms of GRAP 31, intangible assets are distinguished between Internally generated intangible assets and other intangible assets, It is
further distinguished between indefinite or finfle useful lives. Amertisation is charged on a straight-line basis over the intangible assets'
useful lives {when the intangible asset is available for use), which are estimated to be between 3 1o 5 years, the residual value of assets
with finite useful lives is zero, unless an active market exists. Where intangible assets are deemed to have an indefinite useful life, such
intangible assets are not amortised, however such intangible assets are subject 1o an annual impairment test. The useful lives per
category of intangible assets are detailed below:

Intangible asset Years
Software 2-10
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intangible assets are annually tested for indicators of Impairment, including intangible assets rot yet available for use. Where items of
intangible assets have been impaired, the camying value is adjusted by the impairment loss, which is recognised as an expense in the
period that the impairment is identified except where the impairment reverses a previous revaluation. The Impairment loss is the

difference between the carrying amount and the recoverable amount,
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ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

INTANGIBLE ASSETS (Continued)
3. 2 Subsequent Measurement, Amortisation and Impairment {Continued)

The estimated useful life, residual values and amortisation method are reviewed annually at the end of the financial vear. An
adjustments arising from the annual review are applied prospectively as a change in accounting estimate in the Statement of Financle
Performance.

3. 3 Derecognition

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

INVESTMENT PROPERTY
4. 1 Inltial Recognition

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

Investment properly is recognized as an asset where, and only where:

= ltis probable that the future econcmic benefits or service potential that are associated with the investment property will fiow to the
municipality; and
= The costor fair value of the investment property can be measured reliably.

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

Based on management's judgement, the following criteria have been applied to distinguish investment properties from owner occupied

property or property held for resale:

= Al properties held to eam market-related rentals or for capital appreciation or both and that are not used for administrative purposes
and that will not be sold within the next 12 months are classified as Investment Properties;

= Land held for a currently undeterminied future use. (If the Municipality has not determined that it will use the land as owner-occupied
property or for short-term sale in the ordinary course of business, the land is regarded as held for capital appreciation); and

* A building that is vacant but is held to be leased out under ene or more operating leases on a commercial basis to external parties.

The following assets do not fall in the ambit of Investment Property and shall be classified as Property, Plant and Equipment or inventory

as appropriate:

«  Property intended for sale in the ordinary course of operations or in the process of construction or development for such sale;

=  Property being constructed or developed on behalf of third parties;

*  Owneroccupied property, including (among other things) property held for future use as owner-occupied property, property heid for
future development and subsequent use as owner-occupied properly, property occupied by employees such as housing for
personnel (whether or not the employees pay rent at market rates) and owner-occupled property awaiting disposal;

= Property that is being constructed or developed for future use as investment property;

*  Property that is leased to another municipality under a finance lease;

«  Property heid to provide a sociat service and which elso generates cash inflows, e.g. property rented out below market rental to
sporting bodies, schools, low income families, etc.; and

= Property held for strategic purposes or service defivery.
4, 2 Subsequent Measurement

4. 2. 1 Subsequent Measurement- Cost Model
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ment Property is stated at cost less accumulated depreciation and
accumulated impairment losses. Depreciation is caiculated on cost, using the straight-ine method over the useful life of the property,
which is-estimated at 30 - 60 years. Components of assets that are significant in relation 1o the whole asset and that have different useful
lives are deprecialed separately. The residual value of the Investment properties been assumed to be zero.

The land is not depreciated as it has an indefintte useful life.

The gain or loss arising on the disposal of an investment property is determined as the difference between the sales
carrying value and is recognised in the Statement of Financial Performance.

Investment properly is measured using the cost model. Invest

proceeds and the
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INVESTMENT PROPERTY (Continued)
4. 3 Derecognition

An investment properly shall be derecognised (removed from the statement of financial position) on disposal or when the investmen
property Is permanently withdrawn from use and no future economic benefits or service potential are expected from Its disposal.

IMPAIRMENT OF ASSETS

The municipsality ciassifies all assets held with the primary objective of generating & commercial return as cash-generating assefs. Al
other assets are classified as non-cash-generating assets.

5. 1. Impairment of Cash generating assets

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

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 recoverable amount of the cash-generating unit to which the assel
belongs is determined.

The best evidence of fair vailue less cost tc sell is the price in a binding sale agreement in an arms length transaction, adjusted for the
incremental cost that would be direciiy atiribuiabie io the disposai of the asset.

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

If the recoverable amount of an asset is less than its carrying amount, the camying amount of the asset is reduced to ils recoverabie
amount. That reduction is an impairment loss.

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised immediately in surplus or
deficit.

An impairment loss is recognised for cash-generating units if the recoverable amount of the unit is less than the carrying amount of the
unit. The impairment loss is allocated o reduce the carrying amount of the assels of the unit as follows:

= to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit.

A municipalily assesses at each reporting date whether there is any indication that an impairment loss recognised in prior pariods for
assets may no fonger exist or may have decreased. If any such indication exists, the recoverable amounts of those assets are estimated.

The increased carrying amount of an asset attributable to a reversal of an impairmant loss does not exceed the carrying amount that
would have been determined had ne impairment loss been racognised for the asset in prior periods.

A reversal of an impairment loss of assets camied at cost less accumulated depreciation or amortisation is recognised immediately in
surplus or deficit

5. 2. Impalrment of Non-Cash generating assets

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

if there Is any indication that an asset may be impaired, the recoverable service amount is estimated for the individual asset. If it is not
possible to estimate the recoverable service amount of the individual asset, the recoverabie service amount of the cash-generating unit
to which the asset belongs is determined.

The recoverable service amount is the higher of a non-cash generating asset's fair value less costs to sell and its value in use. The value
in use for a non-cash generating asset is the present vaiue of the asset's remaining service potential.

If the recoverable service amount of an asset is less than its camrying armount, the carrying amount of the asset is reduced to its
recoverable service amount. That reduction is an impaimment loss.

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised immediately in surplus or
deficit.

An impairment loss is recognised for non cash-generating units if the recoverable service amount of the unif is less than the carrying
amount of the unit. The impairment loss is allocated to reduce the carrying amount of the assets of the unit to the assets of the unit, pro
rata on the basis of the carrying amount of each asset in the unit.
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O e S ————

A municipality assesses at each reporting date whether there is any indication that an impairment foss recognised in prior periods for
assets may no longer exist or may have decreased. If any such indication exists, the recoverable service amounts of those assets are
estimated.

The increased cartying amount of an asset atiibutable to a reversal of an impaitment loss does not exceed the carrying amount that
would have been determined had no impairment loss been recognised for the asset in prior pencus.
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IMPAIRMENT OF ASSETS (Continued)
5. 2. Impairment of Non-Cash generating assets {Continued)

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amertisation is recognised immediately ir
surpius or deficit.

FINANCIAL INSTRUMENTS

The municipality has various types of financial instruments and these can be broadly categorised as either financial assets, financial
liabilities or equily instruments in accordance with the substance of the contractual agreement . The municipality only recognises 2
financial instrument when it becomes a parly to the contractuai provisions of the instrument,

Initial recognition

Financial asseis and financial liabilities are recognised on the municipality's Statement of Financial Position when the municipality
becomes party fo the contractual provisions of the instrument.

The municipality does not offset a financial asset and a financial liability unless a tegally enforceable right to set off the recognised
amounts currently exist; and the municipality intends efther to settle on a net basis, or to realise the asset and settle the liability

The effective interest rate method

The effective interest method is a method of calculating the amortised cost of a financiel asset or a financial Kability 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 instrument or, when appropriate, a shorter period o the net camying
amount of the financial asset or financial liability.

Amortised cost

Amortised cost is the amount at which the financial asset or financial liability is measured at initial recogrition minus principal
repayments, plus or minus the cumulative amortisation using the effective interest method of any difference between that initiaf amount
and the maturity amount, and minus any reduction for impairment or uncoliectibility.

6. 1 Financial Assets - Classification

A financlal asset is any asset that is cash or a contractuai right to receive cash.

In accordance with GRAP 104 the Financial Assets of the municipality are classified as follows info the three categories allowed by this
standard:

Financial assets at amortised cost
Financial assels at fair value
Financial assets at cost

The municipallty has the following types of financial assets as reflected on the face of the Statement of Financial Position or in the notes
thereto:

Type of Financial Asset Classification in terms of GRAP 104

Short-term Investment Deposits — Call Financial instruments at Amortised Cost
Bank Balances and Cash Financial Instruments at Amortised Cost
Consumer Debtors Financial Instruments at Amortised Cost
COther Debfors Financial Instruments at Amortised Cost

Cash includes cash on hand (including petty cash) and cash with banks (including call deposits}. Cash equivalents are short-term highly
liquid invesiments, readily convertible into known amounts of cash, that are held with registered banking institutions and are subject to an
Insignificant risk of change in value. For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand,
deposits hefd on call with banks, net of bank overdrafts. The municipality categorises cash and cash equivalents as financial assets.

6. 2 Financlal Liabilities - Classification

A financial liability is a contractual obligation to deliver cash or another financial asset to another municipality. The municipality has the
following types of financial liabilities as reflected on the face of the Statement of Financial Position o in the notes thereto:

[Type of Financial Liablity [Classification In terms of GRAP 104 ) ]
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{ ong-term Liabllities

Financial liabilities measured at amortised cost

Other Creditors Financial liabilittes measured at amortised cost
Trade Creditors Financial lizbilities measured at amortised cost
Accruals Financial hiabilities measured at amortised cost
Consumer Deposits Financial liabilittes measured at amortised cost
Retention Financial liabilities measured at amoriised cost

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdrafts are expensed as incured.
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FINANCIAL INSTRUMENTS (Continued)
6. 3 Initial and Subsequent Measurement

When a financial asset or financial liability is recognised initially, an municipality shall measure # ot #e fair value plus, in the case cf
financial asset or a financial liability not subsequently measured at fair value, transaction costs that are directly attributable to th
acquisition or issue of the financial asset or financial liability.

Financial Liabilities held at amortised cost

Any other financial liabifites are classified as "Other financial liabilities” (All payables, loans and borrowings are classified as othe
liabiiities) and are initially measured at fair value, net of transaction costs. Trade and other payables, interest bearing debt inciudin
finance lease liabilities, non-interest bearing debt and bank borrowings are subsequently measured at amortised cost using the effective
interest rate method. Interest expense is recognised in the Statement of Financial Perfermance by applying the effective interest rate
Bank bomrowings, consisting of interest-bearing short-term bank loans, repayable on demand and overdrafts are recorded at the
proceeds received. Finance costs are accounted for using the accrual basis and are added to the carrying amount of the bank borrowing
to the exient that they are not settled in the period that they arise.

6. 4 Impairment of Financlal Assets

Financial assets, other than those at fair value, are assessed for indicators of impairment at the end of each reporting period. Financia
assets are impaired where there is objective avidence of impairment of Financial Assets (such as the probability of insolvency o
significant financial difficulties of the debtor). K there is such evidence the recoverable amount is estimated and an impairment loss is
recognised in accordance with GRAP 104,

Financial assets carried at amortised cost
Debtors encompasses long ferm debtors, consumer debtors and other debtors.

Initiatly Debtors are valued at fair value and subsequently canied at amortised cost using the effective interest rate method. An estimate
is made for doubtful debt based on past default experience of all cutstanding amounts at year-end. Bad debts are written off the year in
which they are identified as irecoverable. Debtors within 12 months from the date of reporting are classified as current.

A provision for impairment of debtors is established when there is objective evidence thal the municipality wiil not be able to collect all
amounts due according fo the original terms of receivables. The provision is made in accordance with GRAP 104 whereby the
recoverability of debtors are assessed individually and then collectively after grouping the assets in financial assets with similar credit risk
characteristics. The amount of the provision is the difference between the financial asset's cafrying amount and the present value of
estimated future cash flows, discounted at the criginal effective interest rate. Future cash flows in a group of financial assets that are
collectively evaluated for impairment are estimated on the basis of historica! loss experience for assets with credit risk characteristics
similar to those in the group. Cash flows relating to shortterm receivables are not discounted where the effect of discounting is
immaterial,

Government accounts are not provided for as such accounts are regarded as receivable.

The carrying amount of the financial asset Is reduced by the impaimnent loss directly for all financial assets carried at amortised cost with
the exception of consumer debtors, where the carrying amount is reduced through the use of an allowance account. When a consumer
debtor is considered uncollectible, it is written off against the atlowance account. Subsequent recoveries of amounts previously written
off are credited against revenue. Changes in the carrying amount of the allowance account are recognised in the Statement of Financiat
Performance.

The amount of the impairment loss decreases and the decrease can be related objectively to an event occumring after the impairment
was recognised, the previously recognised impairment loss is reversed through the Statement of Financial Petformance to the extent that
the carrying amount of the investment at the date the impairment is reversed does not exceed what the amortised cost would have been
had the impairment not been recognised.

6. 5 Derecognition of Financlal Liabilitles
The municipality derecognises Financial Liabilities when, and only when, the municipality's obligations are discharged, cancelied or they
expire. The municipalify recognises the difference between the carrying amount of the financial lizbiiity {or part of a financial Habifity)

extinguished or transferred to angther party and the consideration paid, including any non-cash assets transferred or liabilities assumed,
in the Statement of Financial Performancs.
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INVENTORIES

7. 1 Initlal Recognition

Inventories comprise current assets held for sale and current assets for consumption or distribution during the ordinary course of
business. Inventories are initially recognised at cost. Cost generatly refers to the purchase price, plus taxes, transport costs and any
cther costs in bringing the inventories to their current location and condition. Where inventory is manufactured, constructed or produced,
the cost includes the cost of labour, materials and overheads used during the manufacluring process.

Where inventory is acquired by the municipality for ro ar nominal consideration (i.e. a non-exchange transaction), the cost is deemed to
be equal to the fair value of the item on the date acquired.

Direct costs refating 1o properties that will be sold as inventory are accumulated for each separately identifiable development. Costs also
include a proportion of overhead costs.

7. 2 Subsequent Measurement

Consumable stores, raw materials, work-in-progress and finished goods

Consumable stores, raw materials, work-in-progress and finished goods are valued at the lower of cost and net realisable value (net
amount that an municipality expecis to reslise from the sale on inventory in the ordinary course of business). In general, the basis of
determining cost is the weighted average cost of commedities. If inventories are to be distributed at no charge or for a nominal charge
they are valued at ihe lower of cost and net realisable value.

Water inventory

Water is regarded as inventory when the municipality has incurred purification costs on water obtained from natura! resources (rain,
rivers, springs, boreholes etc.). However, water in dams, that are filied by naiural resources and that has not yet been treated, and is
under the contro! of the municipality but can not be measured refiably as there is no cost atlached to the water, and it is therefore not
recognised in the statement of financial position. The basis of determining the cost of water purchased and not yet sold at statement of
financial position date comprises all costs of purchase, cost of conversion and other costs incumred in bringing the inventory to its present
location and condition, net of trade discounts and rebates. Water and purified effluent are valued by using the weighted average method,
at the lowest of purified cost and net realisable value, insofar es itis stored and controlled in reservoirs at year-end.

Redundant and slow-moving Inventories

Redundant and slow-moving inventories are identified and writlen down from cost to net realisable value with regard to their estimated
economic or realisable values and soid by public auction. Net realisable value is the estimated sefiing price in the ordinary course of
business, less applicable variable sefling expenses. Differences arising on ihe measurement of such inventory at the lower of cost and
net realisable value are recognised in the Statemaent of Financial Performance in the year in which they arise. The amount of any reversal
of any write-down of inventories arising from an increase in net realisable value or curreni replacement cost is recognised as a reduction
in the amount of inventories recognised as an expense in the period in which the reversal occurs.

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

REVENUE RECOGNITION

8. 1 General

Revenue, excluding value-added taxation where applicable, is derived from a variety of sources which include rates levied, grants from
other fiers of government and revenue from trading activities and other services provided. Revenue is recognised when it is probable thai
future economic benefits or service potential will flow to the municipality and these benefils can be measured reliably, except when
specifically stated otherwise. The amount of revenue is not considered to be reliably measurable until ali contingencies relating to the
sale have been resolved. The municipality bases its estimates on historical resuits, taking into consideration the type of customer, the
type of transaction and the specifics of each arrangement. Furthermore services rendered are recognised by reference to the stage o
completion of the fransaction at the reporting date.

Revenue comprises the fair value of the considerafion received or receivable for the sale of goods and services in the ordinary course o
the municipality's activities. Revenue is shown net of value-added tax, returns, rebates and discounts.
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Revenue from non-exchange transactions refers to transactions where the municipality received revenue from another municipalit
without directly giving approximately equai value in exchange. Revenue from non-exchange transactions is generally recognised {o thi
extent that the related receipt or receivable qualifies for recognition as an asset and there is no liability fo repay the amount.

8. 1 Revenue from Exchange Transactions

Revenuse from exchange transactions refers to revenue that accrued to the municipality directly in return for services rendered . the vaiue
of which approximates the consideration received or receivable.
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REVENUE RECOGNITION (Continued)
8. 1. 1 Service Charges

Service charges relating to sanitation and sewage are levied in terms of the approved tariffs.

Service charges relating to electricity ana water are based on consumption. Meters are normally read on @ monthly basis and are
recognised as revenue when invoiced. Where meters are not read monthly, provisional estimates of consumption, based on the
consumption history, are made monthly when meter readings have not been performed. The provisional estimates of consumption are
recognised as revenue when invoiced, except at year-end when estimates of consumption up to year-end are recorded as revenue
without being invoiced. Adjustments to provisional estimates of consundpiilin are made in the invoicing period in which meters have been
read. These adjusiments are recognised as revenue in the invoicing period. In respect of estimates of consumption between the last
reading date and the reperting date, an accrual is made based on the average monthly consumption of consumers.

Service charges relating to refuse remcval are recognised on a monthly basis in arrears by applying the approved tariff to each property
that has improvements. Tariffs are determined per caiegory of property usage, and are levied monthly based on the number of refuse
containers on each property, regardless of whether or not alt containers are emptied during the month.

In circumstances where services cannot readily be measured and quantified, a flat rate service charge is levied monthly on such
properties.

8. 1. 2 Pre-paid Eieciricity

Revenue from the sale of electricity pre-paid meter cards are recognised at the point of sale. An adjustment for an unutilised portion is
made at year-end based on the average consumption history.

8. 1. 3 Financeincome

Interest earned on investments is recognised in the Statement of Financial Performance on the time proportionate basis that takes into
account the effective yield on the investment.

interest eamed on unutilised conditional grants is aliocated directly to the creditor: unutilised conditional grants, if the grant conditions
indicate that interest is payable fo the funder.

8. 1. 4 Tarlff Charges

Revenue arising from the application of the approved tariff charges is recognised when the relevant service is rendered by applying the
relevant authorised tariff. This includes the issuing of licences and permits.

8 1. 5 SaleofGoods

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

«  The municipality has transferred 1o the buyer the significant risks and rewards of ownership of the goods.

«  The municipality retains neither continuing managerial involvement to the degree usually assaciated with ownership nor effective
control over the goods sold.

«  The amount of revenue can be measured reliably.

+  MNis probable that the economic benefits or service potential associated with the transaction will flow to the municipality.

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

8. 1. 6 Rentals

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

8. 2 Revenue from Non-exchange Transactions

Revenue from non-exchange transactions refers {o fransactions where the municipality received revenue from another municipality
without directly giving approximately equal value In exchange. Revenue from non-exchange transactions is generaily recognised to the
extent that the related recelpt or receivable qualifies for recognition as an asset and there is no liability to repay the amount.
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An inflow of resources from a non-exchange transaction, that meets the definition of an asset shall be recognised as an asset when it |
probabie that the future econemic benefits or service potential associated with the asset will fiow 1o the municipality and the fair value ¢
the asset can be measured reliably. The asset shall be recognised as revenue, except to the extent that a liability is also recognised il
respect of the same inflow. A present obiigation arising from a non-exchange fransaction that meets the definition of a liability will b
recognised as a liability when it is probable that an outflow of economic benefit will be required to settie the obligation and a reliabl
estimate of the amount can be made.
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FORTHE YEAR ENLEL SV L =2

g. 2 Revenue from Non-exchange Transactions (Continued)

8. 2 1 Ratesand Taxes

Revenue from property rates ic recognised when the legai entittement to this revenue arises. Collection charges are recognised when
such amounts are legally enforceable. Penalty interest on unpaid rates is recognised on @ time proportion basis with reference to the
principal amount receivable and effective interest rate applicable. A composite rating system charging different rate tariffs is employed.
Rebates are granted to certain categories of ratepayers and are deducted from revenue.

8. 2 2 Fines

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is recognised when payment is received,
together with management's best estimate of the probable inflows from the amounts not yet collected.

REVENUE RECOGNITION (Continued)
8. 2 Revenue from Non-exchange Transactions (Continued)
8. 2. 3 Revenuefrom conditional grants, buillding and funding

Income received from conditional grants, donations and funding are recognised as. revenue to the extent that the municipality has
complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the criteria, conditions of
obligations have not been met a liability is recognised. Government grants that are receivable as compensation for expenses or losses

already incurred or for the purpose of giving immediate financial support to the municipality with no future related costs are recognised in
the Statement of Financial Performance in the period in which they become receivable.

8. 2 4 Revenuefrom Recovery of Unauthorised, lrreguler, Fruitiess and Wasteful Expenditure

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislaled procedures, including
those set out in the Municipal Finance Management Act {Act No.56 of 2003) and is recognised when the recovery thereof from the
respensible councitlors of officials is virtually cerlain. Such revenue is based on legislated procedures.

PROVISIONS

Provisions are recognised when:

. The municipality has a present legal or constructive obligation as a result of past events;

« liis probable that an outflow of resources embodying economic benefils or service potential will be required to settle the obligation;
and

. A reliable estimate can be made of the obligation

The best estimate of the expenditure required to settle the present obligation is the amount that an municipality would rationally pay &
settie the obligation at the reporting date or to transfer it to a third narty at that time and are determined by the judgement of thi
management of the municipality, supplemented by experience of similar transactions and, in some cases, reports from independen
experts. The evidence considered includes any additional evidence provided by events afler the reporting date. Uncertaintie
surrounding the amount o be recognised as a provision are dealt with by various means according to the circumstances, Where th
provision being measured involves a large population of tems, the obligation is estimated by weighting ali possible outcomes by the
associated probabilities.

Future events that may affect the amount required fo settle &n obligation are refiectsd in the amount of a provision where there i
sufficient objective evidence that they will occur. Gains from the expected disposat of assets are not taken into account in measuring
provision. Provisions are not recognised for future operating losses. The present obligation under an onerous contract is recognised an
measured as a provision. An onerous contract is & coniract in which the unavoidable costs of meeting the obligations under the cantrar
exceed the economic benefits expected to be received under it. The unavoidable costs under a contract reflect the least net cost
exiting from the contract, which is the lower of the cost of fulfiliing it and any compansation or panalties arising from failure to fulfil it-th
unavoldable cost resulting from the contract is the amount of the provision {o be recognised.

Provisions are reviewed at reporting date and the amount of & provision is the present value of the expenditure expected to be require
to settle the obligation. When the effect of discounting is material, provisions are determined by discounting the expected future ca:
fiows that reflect current market assessments of the time value of money. The impact of the periodic unwinding of the discount
recognised in the Statement of Financial Performance as & finance cost as it occurs.
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PROVISIONS (Continued)

Environmental rehabilitation provislons

Estimated long-term environmental provisions, comprising rehabilitation and tandfill site closure, are based on the municipality's policy,
faking into account current technological, environmental and regulatory requirements. The provision for rehabilitation s recognised as
and when the environmental liability arises. To the extent that the obligations relate to the asset, they are capitalised as part of the cost of
those assets. Any subsequent changes to an obligation that did not relate to the initial related asset are charged to the Statement of
Financial Performance.

EMPLOYEE BENEFITS

10. 1 Short-tenm Employee Benefits

Remuneration fo employees is recognised in the Statement of Financial Performance as the services are rendered, except for non-
accumulating benefits, which are only recognised when the specific event 0Gours.

The municipality treats its provision for leave pay as an accrual.
EMPLOYEE BENEFITS {(continuad)

10. 1 Short-term Employee Benefits

The costs of all short-term employee benefits such as leave pay, are recognised during the period in which the employee renders the
related service. The fiability for leave pay is based on the total accrued leave days at year end and Is shown as a creditor in the
Statement of Financial Position. The municipality recognises the expected cost of performance bonuses only when the municipality has a
present legal or constructive obligation to make such payment and a reliable estimate can be made. ’

10. 2 Post employment benefits

The Municipality provides post-retirement medical benefits by subsidizing the medical aid contributions of certain retired staff according
to the rules of the medical aid funds. Council pays 60% as contribution and the remaining 40% are paid by the members. The enfitlement
io these benefits is usually conditional on the employee remaining in service up fo retirement age and the completion of a minimum
service period. The present value of the defined benefit liability is actuarially determined in accordance with GRAP 25 — Employee

benefits (using a discount rate applicable to high quality govemment bonds). The plan is unfunded,

10. 2. 1 Postretirement Health Care Benefits:

The municipality has an obligation to provide Post-retirement Health Care Benefits to certain of its retirees. Accerding to the rules of the
Medical Aid Funds, with which the municipality is associated, a member (who is on the current Conditions of Service), on retirement, i
entitled o remain a continued member of the Medical Ald Fund, in which case the municipality is liable for a certain portion of the
medical aid membership fee.

The defined benefit liability is the aggregate of the present value of the defined benefit obligation. The plan is unfunded. The presen
value of the defined benefit obligation is calcutated using the projected unit credit method, incorporating actuarial assumptions and i
discount rate based on the government bond rate. Valuations of these obligations are carried out every year by independent qualifie:

actuaries.
Actuarial gains or losses are recognised immediately in the Statement of Financial Performance.

Past-service costs are recognised immediately in expenditure, unfess the changes to the pension plan are conditional on the employee
remaining in senvice for a specified period of time (the vesfing period}. In this case, the past-setvice costs are amortised on a straight-lin

basis over the vesting period,

10. 2. 2 Long-service Allowance

The municipality has an obiigation to provide Long-service Allowance Bengfits to ali of its employees. According to the rules of the Lon
service Allowance Scheme, which the municipality instituted and operates, an emplayee {(who is on the current Conditions of Service),

entitled 1o a cash allowance, calculated in terms of the rules of the scheme. The municipality’s liability is based on an actuarial valuatio
The projected unit credit method has been used to value the fiabilities. Actuarial gains and losses on the long-term incentives a
accounted for through the statement of financial performance.
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11. LEASES

Lease Classification
Leases are classified as finance leases where substantially all the risks and rewards associated with.ownership of an asset are

transferred o the municipality.
Leases other than finance leases are classified as cperating leases.
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LEASES (Continued)
11. 1 The Municipality as Lessee

Finance leases

Where the Municipality enters into a finance lease, Property, plant and equipment or Intangible Assets subject to finance lease
agreements are capitalised at amounis equal to the fair value of the leased asset or, if lower, the present value of the minimum lease
payments, each determined at the inception of the lease. Corresponding lisbilities are included in the Statement of Financial Position as
Finance Lease Liabilities. The comresponding liabilities are initially recognised at the inception of the lease and are measured at lower of
fair value of the asset or the PV of the minimum lease payments, discounted for the effect of interest. In discounting the lease payments,
the municipality uses the interest rate that exactly discounts the lease payments and unguaranteed residual value 1o the fair value of the
asset plus any direct costs incurred. Lease payments are aliocated between the lease finance cost and the capital repayment using the
implicit interest rate method.

Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting policies applicable to
Property, Plant and Equipment or intangibles. The lease lkability is reduced by the lease payments, which are allocated between the
iease finance cost and the capital repayment using the effective interest rate method. Lease finance costs are expensed in the
Statement of Financial Performance when incurred. The accounting policies relating to derecognition of financial instruments are applied
to lease payables. The lease asset is depreciated over the shorier of the asset's useful life or the lease term.

Operating leases

The municipality recognises operaling iease rentals as an expense in the Statement of Financial Performance on a straight-iine basis
over the term of the relevant lease. The difference between the amounts recognised as an expense and the contractual payments are
recognised as an operating lease asset or liability.

In the event that lease incentives are received to enter into operating leases, such incentives are recognised as a liability. The aggregate
benefit of incentives is recognised as a reduction of rental expense on a straight-line basis, except where ancther systematic basis is
more representative of the iime pattern in which econcmic benefits from the leased asset are consumed.

{1. 2 The Municipality as Lessor
Operating lease rental income is recognised on a straight-line basis over the term of the relevant lease.
1. 3 Déterminlng whether an arrangement contains a lease

At inception of an arrangement, the Municipaiity determines whether such an arrangement s or contains a lease. A specific asset is the
subject of & lease if fulfilment of the arrangement is dependent on the use of that specified assel. An arangement conveys the right to
use the asset if the arrangement conveys to the Municipality the right o control the use of the underlying asset. At inception or upon
reassessment of the arrangement, the Municipality separates payments and other consideration required by such an arrangement intc
those for the lease and those for other elements on the basis of their relative fair values. If the Municipality concludes for a finance lease
that it is impracticable to separate the payments reliably, an asset and a Yability are recognised at an amount equal to the fair value of the
underlying asset. Subsequently the liability is reduced as payments are made and an Imputed finance charge on the liability &
recognised using the Municipality’s incremental borrowing rate.

BORROWING COSTS

Bormowing costs are expensed as they occur.

GRANTS-IN-AID

The municipality fransfers money to individuals, organisations and other sectors of government from time to time. When making thes
transfers, the municipality does not:

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

= Expectto be repaid in future; or

+  Expect a financial return, as would be expected from an investiment.

These transfers are recognised in the Statement of Financial Performance as expenses in the period that the events giving rise to tr
transfer occurrec.

VALUE ADDED TAX
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The Municipality is registered with SARS for VAT on the payments basis, in accerdance with Sect5(2)(a) of the Value-Added Tax Act Nc
89 of 1991. Revenue, expenses and assets are recognised net of the amounts of value added tax. The net amount of Value added ta
recoverable from, or payable to, the taxation authority is included as part of receivables or payabies in the Statement of Financia
Paosition.
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UNAUTHORISED EXPENDITURE

Unauthorised expenditure is overspending on the total amount appropriated in the municipality's budget or overspending on the total
amount appricpraied for a vote or expenditure unrelated to teh departmental of functional area or expenditure of money appropriated for
2 specific purpose or 2 grant by the municipaiity otherwise than in accordance with the conditions in terms of the Municipal Finance
Management Act (Act No 56 of 2003). All expenditure refating 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, i is subsequently accounted for as revenue in the statement of financial performance. If the expenditure
is not condoned by the Council it is treated as an asset until it is recovered or written off as irrecoverable. Iregular expenditure can only
be treated as an asset (recievable) if a responsible party to revocer the money from is identified.

IRREGULAR EXPENDITURE

Irregular expenditure is expenditure that is contrary fo the Municipal Finance Management Act (Act No 56 of 2003), the Municipal
Systems Act {Act No 32 of 2000), the Public Office Bearers Act (Act No 20 of 1998} or Is in contravention of the Municipality's or
Municipa! Entities’ supply chain management pelicies. Irreguiar expenditure excludes unauthorised expenditure. Irregular expenditure is
actounted for as an expense in the Stalement of Financial Performancs in the pericd it occurred and where recovered, it is subseqguently
accounted for as revenue in the Statement of Financial Performance. If the expenditure Is not condoned by the Counci! itis {reated as an
asset until it is recovered or writien off as irrecoverable.

FRUITLESS AND WASTEFUL EXPENDITURE

Fruitiess and wasteful expenditure is expenditure that was made in vain and wouid have been avoided had reasonable care been
exercised. All expenditure relating to fruitless and wasteful expendiure 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 financiai performance. If the expenditure is not
condoned by the Council it is treated as an asset until it is recovered or written off as irrecoverable.

CHANGES IN ACCOUNTING POLICIES, ESTIMATES AND ERRORS

Changes in accounting policies that are effected by management have been applied retrospectively in accordance with GRAP 3
requirements, except to the extent that itis impracticable to determine the period-specific effects or the cumulative effect of the change in
policy. In such cases the municipality shall restate the opening balances of assets, liabilities and net assets for the earliest period for
which retrospective restatement is practicable. Refer to the notes to the Annual Financial Statements for detafls of changes in accounting

policies where applicable.

Changes 'n accounting estimates are applied prospectively in accordance with GRAP 3 requirements. Details of changes in estimates
are disclosed in the notes to the annual financial statements where applicable.

Correction of errors is applied retrospectively in the period in which the error has occurred in accordance with GRAP 3 requirements,
except to the extent that it is impracticable to determine the pericd-specific effects or the cumulative effect of the error. In such cases the

municipality shall restate the opening balances of assets, liabilities and net assets for the earliest period for which retrospective
restatement is practicabie. Refer to the notes to the Annual Financial Statements for details of corrections of errors recorded during the

period under review where applicable.

RELATED PARTIES

individuals as well as thelr ciose family members, and/or entities are reiated parties if one party has the ability, directly or indirectly, i
control or jointly control the other parly or exercise significant influence over the ofher party in making financial and/or operating
decisions. Related parties include key management personnel such as the Municipal Manages, Chief Financial Officer and all othel
managers reporting directly to the Municipal Manager or 2% designated by the Municipal Manager and close family members of key
management personnel.

EVENTS AFTER THE REPORTING DATE

Events after the reporting date that are classified as adjusting events have been accounted for in the Annual Financial Statements. The
avents after the reporting date that are classified as non-adjusting events after the reporting date have been disclosed in the notes to the

Annual Financial Statements.

FOREIGN CURRENCIES
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Transactions in foreign currencies are initially recorded at the prevailing exchange rate on the dates of the transactions. Monetary asset
and liabilities denominated in such foreign cumrencies are retranslated at the rates prevailing at the reporting date. Exchange difference
are included in the Statement of Binancial Performances.
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235.

KOUKAMMA MUNICIPALITY

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS

ACCOUNTING POLIGIED 1O IR AN S ————

FOR THE YEAR ENDED 30 JUNE 2018

COMPARATIVE INFORMATION
22. 1 Current year comparatives:

Budgeted amounts have, in accordance with GRAP 24, been provided fo these financial statements and forms pant of the Annual
Financial Statements.

22. 2 Prior year comparatives

When the presentation or classification of items in the Annual Financial Statements is amended, prior period comparative amounts are
reclassified, unless a standard of GRAP does not require the restatements of comparative information. The nature and reasons for the
reclassification are disclosed. Where material accounting errcrs have been identified in the current year, the correction is mace
retrospectively as far as is practicable, and the prior year comparatives are restated accordingly. Where there has been & change in
accounting policy in the current year, the adjustment is made retrospectively as far as is practicable, and the prior year comparaiives are
restated accordingly.

COMPARATIVE INFORMATION

22. 3 Budget information

The annuat budget figures for the period 1 July 2016 to 30 June 2017 have been prepared and presented in accordance with the GRAP
standard unider the accrus! basis of acoounting for budgets anproved by Council by nature classification, and are consistent with the
accounting policies adopted by the Council for the preparation of these financial statements. Explanatory comment is provided in the
notes to the annual financial statements giving firstly reasons for overall growth or decline in the budget and secondly motivations for
aver- or under spending on line items. The annua budget figures inciuded in the financial statements are for the Municipality and do not
include budget information relating to subsidiaries or associates, These figures are those approved by the Council at the beginning and
during the year following a period of consultation wilh the public as part of the Integrated development plan.

CONTINGENT ASSETS AND CONTINGENT LIABILITIES

Contingent liabilities represent a possible obiigation that arises from past events and whose existence will be confirmed only by an
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the municipality. A contingent
liabllity can also arise as a result of a present obligation that arises from past events but which is not recognised as a ifability either
because it is not probable that an outflow of resources embodying economic benefits will be required to settle the obligation or the
amount of the obligation cannot be measured with sufficient reliabitity.

Contingent assets represent possible assets that arise from past events and whose existence will be confirmed only by an occurrence ol
non-occurrence of one or more uncertain future events not wholly within the contro! of the municipatity.

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in the notes to the annual financial
statements.

TREATMENT OF ADMINISTRATION AND OTHER OVERHEAD EXPENSES

The costs of internal support services gre transferred to the various services and departments to whom resources are made available.

CAPITAL COMMITMENTS

Kems are classified as commitments where the Municipality commits itself fo future transactions that will normally result in the outflow ¢
resources.

Capltal commitments are not recognised in the statement of financial position as a liability but are included in the disclosure notes in th

foliowing cases:

= Approved and contracted commitments, where the expenditure has been approved and the confract has been awarded at th
reporting date, where disclosure is required by a specific standard of GRAP.

- Approved but not yet contracted commitments, where the expenditure has been approved and the contract has yet to be awarded
is awaiting finalisation at the reporiing date.
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| KOUKAMMA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL EINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

ltems are classified as commitments where the municipality commits itself to future transactions that will nomally result in the

outflow of resources.
Contracts that are entered into before the reporting date, but goods and services have not yet been received are disclosed in the

disclosure notes to the financial statements.
Other commitments for contracts are non-cancellable or only canceliable at significant cost contracts should refate to sornething

other than the business of the municipality.
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1.

KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

2018 2017
R R
GENERAL INFORMATION
Kou-Kamma Municipality (the municipaiity) is a local govemment institution in the Eastern Cape, and Is one of nine local municipalities under the jurisdiction of the Saral
Baartman District Municipality. The addresses of its registered office and principal place of business are disclosed under "General Information® included in the Annua

Financial Statements and in the introduction of the Annual Report. The principal activities of the municipality are disclosed in the Annual Report and are prescribed by the
Municipal Finance Management Act (MFMA).

INVENTORIES

Consumable Store 180,480 82,492
Water - at cost 76,695 42,073
Total Inventories 266,175 124,564

All irventory gt year end is carried at cost.

RECEIVABLES FRCM EXCHANGE TRANSACTIONS

SBervice Deblors: 107,542,627 64,011,130
Electricity - 680,578 568,800
Refuse 17,420,052 13,831,088
Sewerage 38,005,288 29,958,284
Water 51,371,159 38,933,562
Other Receivables 65,549 718,389
Housing 27210 675,509
Loan instalments 37,639 42 880
Less: Provision for Impaiment {94,679,900) (73,208,205
Electricity {464,0498) {385,985
Water (36,332,197) (28,574,310
Sewerage (27,085,324) (22,263,800
Refuse (12,187,194) (10,068,197
Housing rental {18,885) (23,400
Loan instalments (30,338) (28,411
Interest (18,561,914} (11,864,183
Total Recelvables from Exchange Transactions 12,862,726 10&02&

The management of the municipality is of the opinion that the carrying value of Receivables approximate their fair values.

The fair value of debtors was determined after considering the standard terms and conditions of agreements entered into between the municipality and debiors as well a
the current payment ratio’s of the muricipality's debtors.

3.1 Ageing of Recelivables fron? Exchange Transactions

Electricity
Cuirent (0 -30 days) 1,399 52,154
31 - 60 days 1,576 10,056
61 - 90 days 2,118 35,00
91 - 120 days 19,230 5,935
+120 days 516,057 380,051
Interest 140,202 86,506
Aliowance for debt impairment (464,049) {385,085
216,530 183,816
Water
Current (0 -30 days) 887,202 1,166,985
31 - 60 days 851,124 1,440,420
61 - 80 days 211,115 620,67
91 - 120 days 586,680 703,283
+120 days 38,203,291 29,108,435
Interost 8,451,738 5,892,760
Aliowance for debt impalrment {36,332,187) (28,574,310
14,514,150 10,359,259
Sewerage
Current {0 -30 days} 504,806 493,504
31-60days 487,066 909,870
61 - 90 days 468,278 454,820
91 - 120 days 454,009 448,691
+120 days 27,853,088 22,237,570
Interest ‘ 8,207,843 5,416,815
Allowance for debt impalment {27,085,324) (22,263,800
10,824,944 7,694,47¢€
Refuse
Current (0 <30 days) 243,903 238,347
31 - 60 days 230,192 442,572

29
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KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30-JUNE 2018

2018 2017
R R

61-90 days 225,914 215,573
91 - 120 days 219,631 216,555
+120 days 12,860,606 10,576,978
Interest 3,630,806 2,380,411
Alowance for debt impairment (12,187,194} (10,068,197}

5,157,546 3,762,891

30
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KOU-KAMMA MUNICIPALITY
NOTES TC THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

2018 2017
R R
3. RECEIVABLES FROM EXCHANGE TRANSACTIONS

3.1 Ageing of Receivables from Exchange Transactions {continued)
Heusing rental
Current (0 -30 days) 304 18,15
31 -60days 50 160,18
61- 80 days 50 14,08
81 - 120 days ] 14,08
+120 days 19,120 403,17
Interast 8,184 65,81
Allowance for debt impairment {18,885} {23,401

{3,286) 652,10!
Loan instaiments (and sundry)
Current (0 -30 days) 1,828 2,981
31 - 60 days - 231
61- 80 days 174 83
91-120 days - 83
+120 days 31,883 35,40t
Interest 3,754 ax
Allowance for debt impairment {3G,338) {28,411

4,318 14,46¢
Interest: Exchange Transactlons
interest 21,451,626 13,842,721
Allowance for debt impairment (18,561,914} (11,864,18¢

2,889,113_ 1 ,978l544

3.2 Recenciliation of the Provision for Impairment
Balance at beginning of year (85,674,854) (51,679,141
(Allowance raised) / reversai ot allowance (20,876,293) (14,239,032
Amounts written off as uncollectable 1,319,070 243,319
Balance at end of year ;sseszinn! &5.6_14E854

Provision for impairment excludes VAT however Note 3.1 and 2.2 includes VAT,

Recuivables from exchange transactions past due but not Impaired

In determining the recoverability of debtors, the municipality has placed sirong emphasis on verifying the indigent status of consumers. Provision for impairment o
debtors has been made for all consumer balances outstanding based on the payment ratio over 12 months per service iype. No further credit provision is required it
excess of the Provision for Impairment.

Receivables from exchange transactions which are less than 3 months past due are not considerad to be impaired. Individually significant debtors have been considered
for imipeirment, in terns of GRAP 104, however none wera Impaired. At 3¢ June 2018 R7 003 362 (2017:R6 275 648} were past due but not impaired.

The ageing of amounts pas? due but not Impaired is ae foliows:

1 month past due 2,318,941 1,972,125
2 months past due 2,342,211 2,065,425
3 months past due 2,342,211 1,338,096

7,003,332 ﬁslm
No debiors were pledged as security.

3.3 Ageing of Impalred Recelvables from Exchange Transactions
As at 30 June 2018 Current Past Due Total

0 - 30 days 31-60Days || 61-80Days || +90 Days
All Receivables:
Gross Balances 2,481,437 2,318,941 2,342,211 100,400,038 107,542,627
Less: Provision for Impairment - - - {84,678,000) {94,579,800)
Net Balances | 2,481,437 | ] 2,318,941 f [ 2,342,211 [ [ 5,720,138 | ] 12,862,726
As at 30 June 2017 Current Past Due Total

0 - 30 days 31-60Days [[ 61-900ays [ [ +90Deays
All Receivables:
Gross Balances 2,662,151 3,623,968 1,853,858 75,741,155 84,011,130
Less: Provislon for impalment - - - (73,208,285) {73,208,205)

Net Bzalances l 2,662“51—‘ I 3,623,968 , I 1,883,858 ! I 2,532,861 | | 19,802,835

in determining the recoverability of a Receivabie, the municipelity considers any change In the credit quality of the Receivable from the dats oredit was initlaity granted up
to the reporting date. Furthermore, the Mmunicipaiity has aiso piaced a strong emphasis on verifying the indigent status of consumers. The concentration of credit risk is
limited due fo the customer basa being spread over a large number of consumers and i8 not concentrated In any particular sector or geographical ares, Accordingly,
management beileve that there is no further credit provision requlred in excess of the Provision for Impairment.

Nt provision has been made in respect of government delrt as these amounts are considered to be fully recoverable.
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KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

2018 2017
R R
4. RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS
Gross Provision for Net
Balances Impafrment Belances
As at 30 June 2018 R R R
Assessment Rates Debiors 36,125,900 {13,301,788) 22,824,1-
Other raceivables from non exchange transactions 10,457,545 {8,136,450) 2,321,0¢
Total Receivables from Non-exchange Transactions 46!583,245 !21|438=2381 25,145&(
_Gross Provision for Net
Balances Impairment Balances
As at 30 June 2017 R R R
Assessment Rates Debtors 29,381,060 (11,321,820} 18,059,423
Other recelvables from non exchange transactions 5,860,033 {2,972,200) 1,967,83
Total Recelvables from Non-exchange Transections 35:3‘"1092 515£93'82I)! 20|047é7
The municipality does not hold deposits or other security for iis Receivables. )
None of the Recelvabies have beegn pledged as security for the municipality's financial liablilties,
The managemant of the municipality is of the opinion that the carrying value of Receivables approximate their fair valyes,
Interest: Non-Exchange Transactions
Inferest 7,119,296 5,081,83;
Allowance for debt impairment {3,375,079) (3,103,48¢
3,744,217 1,978,34'

The f2lr value of Recelvables was determined afier considering the standard terms and conditions of agreements entered into between the municipality and National
Provincial Departmants as well as Other Debtors, The current payment ratio's of Other Debtors were aiso taken Into account for fair value determination,

4.1 Ageing of Receivables from Non-exchange Transactions

As at 30 June 2018 Current Past Due Total
¢ - 36 days 31-60Days || 61-90Days | [ +80 Days
Assassment Rates: _
Gross Balances 731,684 659,252 601,214 34,133,752 38,125,900
Less: Provision for Impairment T {12,201,788} (13,301,768
Net Baiances | 731;684 658,262 601,211 20,831,964 I 22 112
Other recelvablos from non exchange transactions: _
Gross Balgnces 0,457,545 | - - - 18,457,545
Less: Provision for Impalrment - - - (8,135,459} (8,136,450
Net Balances 10,457,545 - - &1 SSItﬂl i 21321!”5
As at 30 June 2017 Current Past Due Total
0 - 30 days 31-60Deys [ [ 61-90Days | | +90Days
Assassment Rates: .
Gross Balances (1,631,338) {833,738) 552,863 | | A .293.277| 29,381,060
Less: Provigion for Impairment {11,321,620) {11,321,620
Net Balances | 1,631,338 833,738 552,863 | | 18,971,652 | ] 18,059,438
Other recelvables from non exchange transactions:
Gross Balances 5,960,033 - - - 5,960,033
Less: Provision for Impairment - - - {3.972,200) (3,972,200}
Net Balances | 5,960,033 - - 3,972 200 ‘ 1,967,833
Othar recelvables from non exchange transactions:
Current {0 -30 days) 10,457,545 . 5,960,023
10,457,545 5,260,033
Rates
Current (0 -30 days) 470,950 (1,862,193}
31 - 60 days 400,626 (1,060,879)
61-90 days 345,519 328,402
91 -120 days 318,218 317,774
+120 days 27,471,291 26,576,222
Interast 7,119,206 5,081,832
Allowance for debt impeirment {13,301,788) {8,218,135)
‘ 22,824,112 21,162,924
4.2 Reconcilizgtion of Provision for Impairment
Balance at beginning of year (8,218,135} {13.226,763)
Impairment Losses recognised {5.535,352) 785,544
Impairmant Losses reversed 451,698 4,213,084
Balance at end of vear !13&1;’88! 13513‘1351

a3
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KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

2018 2017
R R

The Provisicn for Impairment on debtors exists predominantly due 1o the possibility that these debts will not be recovered. Loans and receivables were assessed
individually and grouped together as financial assets with similar credit risk characteristics and collectively assessed for Impairment.
The Proviglon for impairment was calculated after grouping all the financial assets of similar nature and risk ratings and assessing the recoverability.
No Prevision for Impairment has been made in respect of government debt as these amounts are considered to be fully recoverable.
Furthermore, no Provision for Impairment was calculated on Receivables from Non-Exchange Transactions other than Assessment Rates Debtors as the management is
of the opinion that all other Receivables are recoverable within nonmai credit terms.
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KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

2018 2017

4. RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS
4.2 Reconclliation of Provision for Impalrment {continued)

Receivables from non-exchange transactions which are fess then 3 months past due are not considered to be impaired. Individuelly significant debiors have bee
constdered for impairment, in terms of GRAF 104, however nione were impaired. At 30 June 2018 R1 892 148 (2017: - R280 875) wera past due but not impaired.

1 month past due 731,684 -833,73!
2 months past due 659,252 552,86,
3 months past due 601,211
1|992l148 (280,87
5. VAT
Vat Raceivable / Payable 2.611&1 3,812,927
e — -}

VAT is payable on the cash basis. VAT is pald over to SARS only once payment is received frem debtors.

6. CASH AND CASH EQUIVALENTS

Curmrent investment deposits 66,918 1,007
Bank Accounts 1,417,187 712,068
Total bank balances 1,484,103 713,075

% T —
Cash on hand 620 820
Total Bank, Cash and Cash Equivalents 1,484,723 713,695

The Municipality has the following bank and investment deposit accounts:
Restrictions relate to unspent conditional grants, only if the condition of the grant is met can transfers from cash be done. Refer 1o note 20.

Account number / description
Bank statement balances Cash book halances

30-Jun-18 30-Jun-1T 30-Jun-i6 30-Jun-17
Bank accounts
ABSA Bank Lid - Current Account (Primary account) - 405 280 5864 968,737 £83,385 1,028,468 671,440
ABSA Bank Ltd - Call Account - B0 7906 4583 247,112 23,568 251,359 20,42¢
ABSA Bank Ltd - Savings Account - 91 0220 D606 137,361 11,204 137,351 11,204
ABSA Bank Ltd - Savings Account - 91 8914 8641 66,916 1,007 66.816 1,007
Total 1,418,126 629,456 1,484,103 713,075
6.1 Cash on hand
Cash Floats and Advances 820 620
Total Cash on hand In Cash Floats 620 620

The municipality did not pledge any of its Cash and Cash Equivaients as collatoral for lts financtal liabifities.

OPERATING LEASE ASSET

Operating leases are recognised on the straight line basis as per requirement of GRAP 13. In respect of non-cancellable leases
the following asset has been recognised:

Balance at the beginning of the year 72,590 143,289

Movement In operating lease asset {3.282) {70,689)

Balance at the end of the year 58,308 72,590
35



668'6C'0LE - (Log'o8e’21) 0 {tet'sr) Z98'06L°51 8B1'G86°LLE
THo'e8e'vl “ - (216'200°c2) - 128'ciZ'el ZE1'920'vZ
968'Lvi' LY - (8z9's12'tL) 8ye'LL0'2Z - (o6+'v) zZzr'ose'Le
258'6.2'Zve - {8i5'2z9'v1) g18's08 - l0L'26v'E 206'809'€5Z
ZL6'e0g'e - {08L'swe) PSE'6L1 (1ot'aL) ¥26'e2 SoL'ZoL'Yy
169'S20'c - {g9e'g61) - - - £90'¥Z0'c
66F'E06'Y - - - 68F'C08 Y
1ejolL o uonheeidag ssajsues] s|esodsig SUORIppY Bupedo
151 i¥e'goe {9e1'22) {sst'ozr'8)) 0 (osy) Los‘oF 9L 6688'sie'0LE
63¥'09€°gL (sep'so€'g)) L06'0VF'0L Zr0'e8T'vl
621425 LY {oeL'22) (180'020'2) 6p0'2Z8'L 9682 v
815°225'0v2 (1r1'e82'S1) L08'9ES'El c98'6L2'ere
698'£09'Z (161018} 86501 (osv) ZLB'E0S'E
Z5o'ver'e {sr0'102) leg'gza'e
661'€06'y . 661'C06'
@01 jusunfeduy|  uopesaideqg sl8jsuR ] sjesods|q SUOUPPY Bujuadp

668'she0LE (Z1¥'L1g'es1) 8LE"199'99p LS)'I¥E80E {res'1e6'vLL) LEO'6LZ'CEY

TYO'BRE Y1 P06 L 68F'09E°G] B8F'09E'GE

968 LY LY {89g'v08'z1) £9¥'255'vS 8zL'izg' 1y (8v0'r28'v1) FFFNT

298'622'2ve {sLo'ovo'zeL) Lip'0ZE'bLE 815'1zg'ov2 (002'6z6'2p1) 81Z'15H'80¢€
Z18'e08'e (£92'6e5'8) S69'€10'ZL 08'c09'2 (v26'6v¥'8) FIB'ES0°ZI
869'629'e (2¢¥'028'2) S¥1'Z61'0 £50'F2PE (zev'12L'2) ShL'zaL'o
BBP'E06'Y - 66¥'C06'y 66+'c08't 66¥'€06'F

Jueuupediy Juawmsyeduy
pue pue
anjeA Bulues uopejsaidep 1509 anjea Bunluen uoReiosadep 1509
PajR[nunaoy peoINWNIoY
1102 8L0Z

diM - aurgonnseyu|

Apunwiwo)

ainanaseyu)

ewdinba pue ed ‘Ausdoud sayn
sBuipng

puet

2102 - uswdinbe pur ed ‘fusdosd jo uopemsuosey

dIA - adnppnasel)|

Aunwwon

anpngseyu)

juawdinba pue jueid *Apadoid toyi0
g sBuiping

e pue-|

8102 - wewdinba pue Jueid ‘Auedosd jo uopeyoucsey

1oL

diM - ednjangsel

Aunuwon

aunjangsesuy

Juewdinba pue jueld ‘Ausdosd Jayg
sbuipyng

puen

ANIWINDI ANV LNV Id ‘ALY3dOYd 8

810Z INNF 08 AIANI UVIA FHL ¥Od SINIWALYLS TVIONYNIA JHL OL STLON
ALINTYIDINNIN YIWNWYY-NOM

N
=r



092'812 (080'gs) Zeo'vl L08'692
1ejoL uonEsIuOWY SUOIPPY Buedg
Pra'est (s12z'09) 08L'81e
lejoL uonesipowy Suopippy Buuedg
Is|esodsig
092'812 {061'€98) 056'182 ¥bS'zgL (90v'629) 0S6'19L
juauseduwi Juewweduwy
. pue pue
anjea Buifues uopeadep 1509 anjea Builuen uopejaasdep js09
pejejnuwinaoy paje|nwnany
LL0Z 8102

8L0Z INNI 0F GIANT MVIA FHL HO4 SLNIWALVYLS TVIONVNIA JHL OL SALION
ALITVdIDINNN YIWANVYY-NOX

aiemyos Jajndwony

£102 - 19852 s|qiBuR)L jo uofpeloUCIey

21eMYos Jandwon

810Z - S10sSE 9|qiBuejul Jo uope|IoUCIY

aJemyos Jendwon

£13SSY ITQIONVY.LNI 6



"Aedpiunw ey jo e2yj0 pauesiBal e Je uoooadsu) Joy siqeyeae g 10y Juewsbeueyy aoueul.y jedmungy ey 40 £9 uopaes Aq pasjnbes uogeuuy By Buugluco Js)siBe. v

S0¥'S00'sz {eog'aL) - 882'¥80'sE
656°162 (e88's1) Zve'oLe
obP'eLL've Ovb'ELL' 2
oL uonesasdeg resods|g Bujuedg
SEL'2b0'SZ (ozz'g1) - S0b'590'sZ
889'¢/Z {0z2'gt) 656'L62
OPV'ELL'YE ovr'eLL've
1eyoL uonejosidag lesods|q Buuedg
S0F'690°5Z (826'248) £8E'Ev9'sE SeL2p0°6Z {8rz‘o65) £88'210'Z
696'16Z {826°'2.5) 1£6'608 689°'cs2 (8rz'o6S) 186698
OPP'ell've orr'eLLvE OPP'ELLPT P eLL'VE
weuueduwy . usuLyedusy
pue pue
enjea Buiuen uoyeiaeidep 1509 anjea fujfuen uopesoesdap 1809
P3jEInMunooy pejenunaoy |
210z 8L0Z

8L0Z INNI* 02 AIANT HVIA FHL HOA SLNAWILYLS IWVIONYNIS THL OL S31ON
ALINVAIDINNN YWWY-NOX

‘Aunoes se usnB ueaq sey Apedord Jusunseau ON

Kuadoud jo spejeq

sBuipyng - Apadoud JusunseAL|
PueT - Apedoud Jusunsaau;
1102 - Apadoud yueunseau) jo uopejjjaucaey

sBuipiing - Auadoud JususaAy|
pue - Adadoud Jusinsaau)
8102 - Apedaud yusunseau jo uojjefjiduosey

shuipyng - Ausdoud JuBUNSOAL|
Pue - Ajedaud Juawyseau;

ALH3dO¥d INTWLSIANI "0L



KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

11. CONSUMER DEPOSITS

12.

1

131

Electricity and Water
Total Consumer Daposits

PROVISIONS

Balanca at beginning of Year
Provision for bonuses

Performanse bonus provision uiised
Total Provisions

and annual benuses

Provisions relsed inciude isior: for work 's P ton,

Included ir: the provision is and emount of R1 208 B38 relating to workmen's compensation. This has been estimsted based on a retum of ezming calculation
besed on curent financial information,

Provision for b inciides both parft b of 857 employ ant 1 3th cheque of afl ather employess, Froviskon for parfarmesce bonuses was
mado for the 2017/18 financial year. Performance bonusss for the 2015/16 and 201617 financial year has not been peid as af the and of the 201718 financial
yeer. A decision was made not {o pay eny pe-fnmanco bonuusea for the 2015/16 financial year. In additon 1o this reviews revesisd that oniy one director will be
sligibie for a performance bonus for the 2016/17 i | yeer. The bak of all perft that will not be pais hes besn reverasd during the 2017/18
finencial yoar.

PAYABLES

PAYABLES FROM EXCHANGE TRANSACTIONS

Trade payablss

Other payables

Accrued Expenses

Totat Payables

The average craclt period on: p.lrr.hasns is 30 daye from the recelpt of the Invoice, s determined by tha MFMA, Ne interest is charged for the fimt 30 daye from
the date of recelpt of the In: 5 ftar interest ks ct in s with the credit policias of the varisus individue] crediiors. that the puniclpality deals
with. The municipality hag ﬂnnnl-. rigk poficles In place to tmura that all payabies are paid within the credit imeframe,

The menagement of the municipsilty Is of the oplnion that the carmying value of Credlicra approximate their falr vaiues.

The fa'r value of Creditcrs was 2 afler X g the lard terms and conditions of agreements eritered irfo between the munlc'pality and other

pariles.

13.2 PAYABLES FROM NON EXCHANGE TRANSACTIONS

Short tarm loan

14. UNSPENT CONDITIONAL GRANTS AND RECEIPTS

15.

DSRAC Library

Housing recifiosation

National - Depertment of Water Affaire Grant
Other Sphares of Government

CoE- INEP

Total Unspant Conditional Grants

Grants spent during the financial year Is in accordence with e conditions therect.
EMPLOYEE BENEFIT LIABILITIES

Non: current labiiity

F Heealth Care Beneft
Provision for Long Service Awarde.

Liabllky

Currant portfon of fong term liabliity
Pust-retirement Health Care Bonefits LishEity
Provisian for Long Service Awards

1E. 1 Post-retiramant Health Cars Esnefite Liability

Baiance at beginning of Year

Net actunrial kases/{guine)}

tn¢rease dus to Discounting

Bansfite peid

Total Post-retirement Health Care Bansfiis Liabitity

Transfar to Curent Provisions
Non-cuirent portion of postuetirement Health Cars Banaftis Linbility

The assurrpfions used are based on statistics and markel data as at 30 June 2018, The fofawing avsumptions, in line with GRAP 25, have been used,
Assumptions used st the reporting date:

Discouni rates used
Genaral Inflation
Medical inflation
Real rste (SAF}

Piscognd tate ssemtion:
GRAP 25 defines the d of the # ratum ,'.hhuudnﬂnmhtdunbudﬂmﬁnﬁbymhmhmmmldann
government bonds, The currency and term cf the govemment bonda ghauld ba 1 with the and est 1 term of the oby Consegquerty,

N discount rate of 8.13% per arnum has beer used. The comesponding index-linkes yiekd at this term Is 2,87%. Theae retes do not refiect any adlusiment for
ion, Thege retes were deduced from the yleld curve cbigined from the Band Exchange of South Afics efier the market ciose on 30 June 2018,

41

52

2018 2017
R R
104,585 104,568
104,588 404,588
2,560,851 1,880,800
{103,117} 709,932
2,487,714 2,590,831
10,030,545 20,564,665
3,036,010 2,736,498
10,672,480 13,784,762

s wreensn

: sassn
. 835,502
586,604 427507
1,101,358 636,347
364,798
- 434,619
164,110 -
1,822,550 1,863
2,043,353 2,079,080
1884742 1522207
2,708,095 3,602,107
201,884 184,592
411,480 143,981
613464 328573
2,264,472 1,338,307
25230 042,687
180,717 108,786
(184,552) {125,508)
2,245,367 2,264 472
(201,984) (184,582)
2,043,383 2,079,680
9.13% 878%
5.66% 550%
7.16% T.08%
1.84% 1.50%



KOU-KAMMA MUNICIPALITY
NOTES TQ THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

This pasumplian Is required fo reflect the estimeted future changes tn the cost of medical services, resutting from both inflation and epecific changes in medica!
cos's {for ie, due to fechnoiogice® ad or in uttlsation patterns}). Any garding fukire medicat scheme contribution increases [
therefore subjective. A health care cost infletion rale of 7.16% has been assumed. This 1s 1.50% in excess pacted CPI il cver the expected 1erm cf the
gy, ramaly 5.56%. A lemger differaniial would be ungustalrable, eventuslly forcing members e less expensive opfions. “This Implies a net discoun rete of
1.84%.

Fulurs Infistiog gssumption:

A this duration the discoun refe deterrined by using the Bond Exchenge Zero Coupon Yield Curve as 5t 30 June 2016 ls §,13% per annum, and the yied cn the
iMaticn-linked bends of @ slmtiar term was aboul 2,81% per anrur, implying an underlying expectation of inflation of 5,56% per annum {1149,13%-0.5%] /
[1+2,81%H)-

2018
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KOU-KAMMA MUKICIPALITY
NOTES TO THE FiNANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

15. EMPLOYEE BENEFIT LIABILITIES {Continued)

Nst digcoynt rate:

It is the relative ievels of the di rale and health inflation to one another thet are imporent, rather than the nominel velues. A nel discourt fecior of
1.84% per aanum ([1+49,13%; / [#+5.66%}1).

B remant m H

‘The post-redi martality ere based on the PA{B0) montality ables rated dewn by 1 year. This essumption s in line with the previous assumptions
used.

Fa 4

It has been aseumed that husbande wil be 4 years okier then thalr wives. For curent retree mambers, ectuel marital status was usad and the palentisl for
remarTiage was ignored.

Sensftivity snalyels
of future avents. The actua! cost of

The results of the valuation are dependent or: the underiying made. The T p our best
the subaldy will howevet be denendeni on tha aclual expedence. The tables beicw lustate the "ke'y [mpact certsin ch gres to the underlying assumptians wouid

have on the resiulis.

Real rale of rsturn n uf
Liability 2,245,367
Cost / {Saving]

Morieality
Linbility 2,245,367
Cost/ (Saving)

The 1t Ised in the St of i ia) Fosition are as foliows:

Balance &t the beginning of the year
iNst actuarfa! (losaes) profits
Intsrest cast

Banefits paid

Total Recognised Bonefit Liability

The ised in the Statemen of FI| | Performance are as follows:

Interest oost
Actuarial losses [ (gains)

Tote! Post. Eansfit Inciuded In Employss R Costs (Nole 23)

Qbligetion 2,245,367 2,284,472 1,558,507
Daficikt 2,245,367 2,254,472 1,338,307

In sccordance with the franshisnal provisions for the o tc GRAP 25 Empk Benefits In Decenber 2004, the disol above are d
proapectivaiy frem the 2000 meporting peried.

15.2 Postratirament Long Service Awards Hability

Balance st baginning of Year
Actusrial Galn

inoresas dus 1 Discounting
Beneftta paid

Currant sarvice cost

Balance at and of Year
Tranafer tz Curent Provivions

Total Post-reirement Long Sarvies Awards llabliity

The essumpiions used are hasaed on statietics and market data as &t 39 June 2016. The & g vk are with the reg s of
GRAP 25,

Diseount rate
Gaenerzl inflation
Salwry Infistion
Real rais (Gap)

It Fi S8
The discount 1ate requined by GRAP 25 shouid be ss! with mferance fo & high quality corporate bond, Howeve:, where the market In these bonds ie niot significant,
the market yields on g bonds with the ferm of the isbiktiss shouid be uged. A discaunt rate of B.07% per annum has basn used.
“This I derivad by using the Band Exchange Zem Coupon Yisld Cutve. The ponding liablity Indexinkad yleki is 2.68%. Theee rates do not reflect
any edjustman for taxetion. Thess ratos were deduoed from the yield curve obtalned from the Bond Exchange of Soutit Africa after the market closs on 3¢ June
20me.

ure Infistlon Assumpfio
This P I required to reflect the sati d growth in of the eligible emplcyees untl! retirement. it s Important |1 that the LSA are based on an
empioyess salary at the date of award, Gansnil salary Infiation in most Indugiries, experiencs has shown, that over the long-term:, salery inflation i between 1.0%
and 1.5% above CP! Inflation. Thus & ganarel salary infiation of 6.37% per annium over the expected jerm of the Uabllity has bean assumed, which i 1.00% higher
than the estimste of CPI inflation over the same term. The assumption refiects = net discount rele of 2.16%. i has been assumed that the nexi selary incresse wil

nke clace on 1 July 2018,

Nat
" Is the relativa fevels of the discount rete and selery tnfistion to one ancther that are impe-iant, rather than the nominal values, We have thus essumed a net

discaunt factor of 2.16% per annum ( [ 1+6,.70%] / [1+6.37%-1).

2018 017
R R
Lf%decreasein  C5% kzenseln
48p.(0.04%) £i6e (€.06%)
2,135,008 2,357.6%
112,268 {112,268)
EAS0) PAGOR2
2141407 2,349,327
103,660 (103,960}
2264472 1,338,307
25,230 842,987
190,717 108,766
{184,592 $126.508)
2,245,367 2,264,472
180717 108,786
26250 $42,887
165,487 1,681,673
Mg
R
1.691.311
1,691,311
1,666,208 1,545,876
238,888 (60,513)
131,384 123,280
{143,981} {t35,851)
183,713 223418
2,076,192 1,666,208
(411480 (143,981)
1,564,712 1,522,237
BT0% B24%
5.37% 5.05%
8.57% 6.05%
249% 207%



KOU-KAMMA MUNICIPALITY
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2018 2017
R R

Sensttivity snaiysls
The resulls of the vaiation are deperdant on the underlying assumplicns made. The assumptiors f&p et sur best esti of future experience. The ackuai
cost of the subsidy wil! hewever be dependant on the ectual axperience,
Discount rate Gumen] Assurnption Rerreape of locreass of

8.24% ©.5%: 7.38% 0.5%: 6.39%
Liakifty 278,192 1,972,382 2,180,002
Cost / {Saving) 103,810 {123,610}
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2018 2017
R R
15. EMFLOYEE BENEFIT LIABILITIES (Continuad)
Retiremant Cursnl Agsumption Retire at Befie ot
&'M AYSEDS 806 BVATERE PO
fysmge sge _ i
ED
Liabitty 2078182 1.830.858 2,221,525
Cost [ {Seving) . 145,333 {145,333}
The Isad jn the St of Fi sl Position are es follows:
Balance et the beginning of the yeer 1,666,208 1,545,876
Current service ccsts 163,713 223,416
Interest cost 131,364 123,280
Beneflts paid {143,981} {135,851)
Actuarial (loeses) / ga'ne . 238,988 {60.513)
Total Recognised Banefit Lisbility 2,076,192 1,666,208
The gnised in tha Stat of Fil Perfk arg as foll
Current service cost 163,713 228416
Interast cost 131,364 123,280
Aotuarig) (losees) / gains 236,888 80.513)
Total Long service award Inciuded In Emploves Reimted Goats (Note 23) 563,955 256,183
The history of experienced adjustments Iy axs follows:
2018 217 2018 2018
-] R R R
Cbhligetion 2,976,192 1,666,208 1,545,876 1,387,060
Deficit 2,076,192 1 08 1, 76 1,367,050
In eccondance with tha transitional provisions for the iments to GRAP 25.136 (m)i} & (n). Employes Benefits in D ber 2004, the disclosures sbove are
Ined prosp ly from the 2008 g period.
The icipaity op an detined benefit plan for ail R'e employees. Under the plan & lang-service award ie payable afier 5 yeers of continuous
service and every 5 years ! fier to b The p lon i an esth of the fonp service based on historical etatf tumover. No cther iong i
benefits sre payabie to employses.
Actuarial vah are paf d ',.Thenmtnwnvaluaﬂnmofhprmmn!ueufhdaﬁmdbumﬁ!ublic:ﬂunmrﬁsﬂuﬂalsodmazouby
DT Mureriwa & TG Mhonde for One Panagea Finencisl consulting, 2 member of the Actuaria! Sociely of South Africa.
The defined benefit obligation and the releted current service coat and past service oost, wene measurad using the Projacted Unit Credit Method,
16. NON-CURRENT PROVISIONS
R lllation of t proviek
Environmanta| refrabilitation
Opening Balanos 1,335,532 1,274,000
i In provialon due to gl 57,857 61,531
Total Non-Current Provision 1,309,389 1,395,532
Assumptions for landflll site provision
The most critical for the ife sup y and rebabiftation costs of & landfill are:
- 'tted al {typicalty d i cublo metres (m3). The eites will WiEmately be usad from one side of the fance io the cther along the shes’
pedimeter. However, the final lsnd ves hes nit been datermined for all theas sltes whish woukl indicate the height that is usaful for the sites henca the report
assumes that, for the sake of calculationa, the height of the sites wil! be betwean 3 and 5 mebers from the iowest leval reached by the wasle,
= Alrspace utilzation fastor comfmahly referred 1o as tha In-ploce wiste density [ypically expresesd es tons of wasto piaced per cubic meter of siepace conaumed
(tonafm3). The average density of the waste ta between €, 75 T/m3 to 1, 20 Tim3, depending on wasie type and eempaction eifidency, ee prescribed by DWAF
Minimum Requirements for Weste Disposal by Landfifl {Second Edltion, 1998}, in thés repart 't has been sssumed that it i 0.75T/m.
- Wasta rate (typically exp d In fons per year (ipy). Dally deposiion of waste is about 10 Tonaiper day glven by icipad staff emcd
here were no proper recands kept).
- The altes lisied below, have besn in existence for the reparting period:
Kereadouw
Joubertina
Krakosinvier
Louterwaier
Caldstream
Wood|ands
Clarkson
-the gy p ribed by DWAF hat landfilling is done instead of waste dumping.
17 ACCUMULATED SURPLUSES
The A iated Surp] fsts of the foliowing Internal Funds and Ressrvee:
"
Accumulated Surplue / (Deficit} dua to the results of Oparations 225,741,521 303,563,484
18 PROPERTY RATES
Rates recelved
Residentia! 3,045,021 3,540,166
Commercial 3,107,782 4,008,185

KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 3) JUNE 2018
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2018
R
3,550,924
5,014,954
108,54%

15|727|132

2017
R
3,864,386
5078
4,732,051
102,357

16,266,133



KOQU-KAMMA MUNICIPALITY
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2018 2017

8 PROPERTY RATES {centinusd)

Valustions

Residential 1,175,882,230 1,175,882,230

Commercia! 243,692,000 243,692,000

Siate 418,777,000 418,777,000

Agriculiure 1,624,680,200 2,018,806,199

Exempiad propertiss 184,655.000 184,655,000

3lm.saﬂ 312

Valusticrs on jand end bulkilnge are perdormed every 4 years, The !ast genaral vaiuniion came into effect an 1 July 2016. Interim: veluations are procsssed on en

ennual basis o take into mecount changes In Individuel property values due to atteretions and subdivisicne, A 6.0 per cont incresse I tatiffs bes been applied.

Medicatl ld i inciuded In govemmant

A genarel rate of 0.803405 ¢ is applied to prop y val| 1o o rales. Rebates of 30% ere granted o properties where rumicipsly does

nct provide services

Rates are 'evied on an annval basis, with the opticn of paying the rates on & monthly hasis.

18 INCOME FRCM AGENCY SERVICES

The following Incame i penarsted:

Driver License Fess 1,058,856 1,183,184

Motor Vehicle licensss 1,401,214 892,648

Roadworthy certificales 20,157 108,216

Fire Services 2,855,060 3,599,000
5,783,048

5145261 A
I GOVERNMENT GRANTS AND SUESIIES RECOGNISED

Nations Equitable Share 42,375,000 38,957,815
Finuticial Manegement Grant (FMG] 1,800,000 1,825,000
EPWP 1,000,000 1,000,000
Snruh B 1 Distrizt Municipallty: E Health S ly 810,313 962,526
Sarah Besrtman Dietrict Mun‘cipaity 49,816

PMU- Expendlture Accounted for 724,505 734,700
DSRAC 792,826 866,968
MIG Grant 18,634,385 11,458,624
Local Goyemment Cacadu District Municipality - 8,000
Frovincial: Department of Housing Grant 145,107 2,045.23¢
Netional: DWAF 964,782 4,349,434
Department of Enargy (iNEF) 2,845,890 142,875
Provincia! Pubtic works - 2,138,820
Nationel Troesury 7,148,523 -
Drought Relief Grant 768,098

Total Governmant Grents and Subsidias 8,103,641 64,€90,510
Ratlonel; Equitebis Shars

In terms of the Constitition, this grant Is used o aub the provision of baalc 1 indig Y b Al regh Endi recelve a

monthly subsily baaed on monthiy biling, lowards the whiich is d Ted y by counci, All residentiat housshalkis recelve €k water

and eame poor arean 50kWh electriolty fres every manth.

Financial Management Grant (FMG)

Balance unepent et beg!nning of year - .
Curent yeer feceipia 1,800,000 1,826,000
Conditions mat - transfered & Revenua {2.806,000) {1,825,000)
Balance st the end of the year - -
Tmﬁmmlmmgmemmhpddhyuuﬁmﬂmerybmwmhhllp'- $ the fin it reforms: e by the Municipal

Finanos Mensgement Act {MFMA), 2003. -

Local G Cacadu Distriat Munlalpality

Balance unspent at beginning of year 434,618 442,679
Current yasr receipts 40,000 -
Transfetred to Revenue (474,619) (8.000)
Cther Adjustments/Refunds -

Baiance at the end of the year o 434,619
Grant purpose: To provide funding to support the st gic pl g and IDP functions within the icipaliy,

Provinclal: LED

Bk unepant at b of year - [{::5))
Curment yesr receipis - -
Tranaferred fc Revenus - BES
Balancs t the and of the year - .

Grant purpase: Te provide funding for the empicyment of & LED assistent to agsist with LED programmes within the municipality.

PMU- Expenditure Accounted for
Balance unapani at baglaning of year

Current year reoeinta racognised 724,800 T34,700
Trensferad o Revanus (724,900) (T34,700)
Balance st the snd of the year - -
Sarzh Baartman District M lity: I Health 8§ y

Ealance unspent a: beginnlng of year - -
Current ysar rwosipts 010,313 862,826
Traneferrad 1o Revenve (210,313} {962,526)
Batance st the ond of the year - -

Furposa of the suhekdy : Tc provide environmenta! eervices on behalf cf Serah Baariman District Municipallty.

Ketional - Department of Water Affairs Grant

Baiance urspent at beglnning of year 384,708 286,704
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2018 2017
R R
CuTent year receipls 4,425528
Traneferred tc Revenue 364,708 (4,349,434}
- 364,798

Baiznce at the end of the ysar

Grant purpoge: The purpose of the grant s for the purchaeing of water quality monftoring equipment.
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2018 2017
R R
20 GOVERNMENT GRANTS AND SUBSIDIES RECEIVED (continued)
DSRAC Library Subsidy
Balence unspent et beginning of year 427507 362475
Currant year receipls 932,000 32,000
Transferred o Revenue {792,826} {B66,968)
Balance at the end of the year 568,881 427507
Grant purpese: The puvposs of the grant is a eubsidy for Ebrary ssrvices in the Kou-kemma district, The subsidy covers saiaties, cpemtion end mamtenance costs.
MIG Gramt
Bafance unspent ¢t beginning of year 1874,132) {374,803)
Current year receipts 16,867,100 10,958,300
Transfened io Revenue (18,634,385) (11.,456,628)
Other Adjustmenta/Refunds -
Balsnice at the end of the year
(1,641,417} [674,132)
Grent purpose: The purpose of the MG grant ks t provide capital funding for the upgreding of the icipal infi in order to provide basic
services to the community.
Department of Ensrgy (INEP)
Erience unaspent at baginnirg of year 4] 176,772
Curment year recelpts 3,600,000 -
Treraferred fo Revesue {2,845,890) $142,875)
Crther Adjuetments (33897}
EBalahce st the end of the year 454,110 [}
Grant Purpoae: The purpose of the grert is fo imp the | 1 Nati: Elactrificaticn Prog e (INEP) by providing capltal subsidies by municipalilies
1o addrase the elecirification backiog of octupied realdential Mlingn, end the inelallation of butk infrestructure.
Housing rectification
Belancs unapert at beginning of year 636,347 1,590,790
Currant year recelpts 510,118 1,086,791
Transfamed fo Revenue {145.107) (2.045.2341
Balance ot the end of the year 1,101,358 636,347
Grant putpase: To provide funding for the orestion of sustalnabls RDF houses,
Nationsl Trossury
Balance unspent at baginning of year .
Curzent yoer receipis 7,148,523 -
Transtemred tc Revenue §7,148,628) -
Balatvcs ot the enid of the year - -
Gl purposs: To aselts with the payment of Audlt fees
Public Works: Drought Rellef Funding
Ealance unapent at beginning of year -
Current year recaipis (770.000)
Transfered o Reovenue 769,558 .
Bafarce st the snd of the year {1 -
Grant purpose: To essist municipalities with drought rellef measurss
Department of Roads and Public Works
Balance unepent st beginning of year {643,928) -
Current year raceipis 1,484,500
Teansferrad o Reverue 543929 {2,138,829)
Balancs at the end of the year . {643,928)
Grant purposs; Paving of varicus mads within the municipal bounderies
EPWP
Balance unspent et beginning of yeer - -
Curmant vesr recelpls 1,000,000 1,000,000
Tranaferred o Revenue 11,000,000 {1,000,000)
Balancs st the end of the year - -
Grant To provide oy t to imp the quallty of IHe of unemployed people through the appointment of them to do Iabour infensive projects for
Road and the of bulidings; cf sockel Infi Benutification and cleaneing of the municipal areas.
21 SERVICE CHARGES
Sala of Electrizity 1,814,004 2,033.461
Sale of Water 12,216,311 11,768,215
Refuse Remove! 2,481,168 4,002,211
Sewerage and Sanliation Cherges B.698.751 8,568,251
Total Service Charges 26,211,323 26,471,257
Atiributabie to:
Conttnuing Operailons 25241 26 471 237
2521138 26,471,237
The emounts disclossd above for revenve from Service Cherges are in respect of senvices rendered which am billed ta the consumers on a monthly basls
aacording to epproved terffs.
22 RENTAL OF FACILITIES AND EQUIPMENT
Operating Lease Rental Revenue:
Premises - 160,910
Halls 140,683 85,678
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2018 2017
R R
Houses 193,013 126,940
Facilitios and aguipment asalw A76, 728
Rertal of equipment .
Rental other -
Total Rental of Facilities and Equipment nﬁr 379,728
Attribulable to:
Cortnuing Oparations 333 697 379,728
333,697 379,728

Renta' revenue samed on Facllities and Equipment is in respact of Non-finencial Assets rented ot
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KOU-KAMMA MUNICIPALITY
NOTES TC THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

2018 2017
R
INTEREST -EARNED
External Investments:
Benk Accoimt 147,782 8,098
Shori-term deposlis 65,748 64,408
Tetal Interest Earned 213,630 72,508
Outstanding Debtors:
Cektors a1 188,121
Total interest Eamed Outstanding Debiors 11,358,845 £,188,128
Total 41,572 476 9,260,634
OTHER REVENUE
Connecticr. fees 221,488 50,738
Veluation certficates 10,755 13,636
Building piar: fees 229 460 8B216
Lend use pplication fees 32,063 16,822
Infarmation fees 39,607 56,863
Cemetery fees 72,52 78,028
Sundry other feas 327,957 3,367 446
Total Othar Revenue 9@4&1‘2 W&
Aftribulabe to;
Corfinuing Operetions 934,212 3,667,028
934,212 3,667,028
The amounts disciossd sbove for Cther Revenue ate in respect of services, other tvan destribed in Notes 19 o 21, renderad which ar¢ billed to o paid for by the
users ae the services ere required according fo approved tarifls.
EMPLOYEE RELATED COSTS
Empicyes Related Costs - Selaries and Weges 27,311,763 25,022 268
Employee Relaied Costs - Canlributions fa: ULF, P and Alds 6,257,223 €,024.142
Travel, boior Car, A d Subei and Other A 2,373,741 2,896,680
Housing Benefite and Aliowances 197280 182,000
Qvartime Payments 2,501,387 1,800,357
Long-service ewards KT 79058
Total Employee Related Costs 38.677457 36 975,432
Attributable o:
Continting Operations 28,677,157 36,975,432
38577167 6076432
Indiuded In Erigioyes Relnied Costs is an smeunt of R2 245 367 {2017: R 2 264 472 } paid by the Ipedity to Defined G Plans &t mtes spacifiad by
the niles of the plans. For the financial pasiod ending 30 June 2018, contibutions dus I respect of the 2017718 reporting period has been accounted for end pakd
over 1o the plass accordingly.
B of Bection E7 Employ
R of the Mi Mansger {Kata P.M) Appointed 11 Apsti 2017
Annual Remuneraton 935,682 204,178
Car and Other Allowances 240,108 7.674
Comgpany Contributions o UiF, Medlcal and Penalon Funds 12,703 2565
Total 1.4 3 214,418
The Municipal Managar Mr Kate P.M, wae appointed 11 April 2017
R of tha Munical Manager (Nkuhlu S.) Resigned 23 January 2017
Annus! Remmeration 532,768
‘Termination lsave 217,368
Car and Other Aliowances 175,066
Company Cortributions to UWF, Medical and Pansion Funds 10,280
Totl : 334202
The Mumicipal Manager M Nkuhh. S resigned 23 January 2017
Remuneration of the Chief Financial Officer (Ventar N.) C. ended 31 M ber 2016. R d 27 January 2017
Annyal Remunecatian . 677,998
Termination ieave - 173,962
Cer and Other Allowances 144,000 116,000
Compeny Conlributions to UiF, Madical and Persion Funds 10.832 10,635
Total B5E,603 970,006
The contracl of the Chief Financiai Officer Ms Ventar N. ended 31 N ber 2018, The wes d, irted date 27 Januaty 2017
R ation of the M: Corporate Servioes (Tom T.)
Annual Remunenation 380,065
Car zned Other Aliowances 21522
Company Contributicns to UIF, Madical and Fansion Funds 8,569
Totad 581,856 -
Tha Meneger: Corporate Services Ms Tom T. wae apainted 1 December 2017
R of the Manager: C: Sarvices (Zanzlie M.)
Annuzal Remuneraticn 83,653
Car and Other Aliowances
854

Company Contributions o UIF, Medical and Pension Funds
Total 84,827 -

The Menager. Corporete Services Mr Zenz'la wes apcinied for the month of Oetober 2017 orly
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Remuneration of the Manager: Technical Servicas |
Arnua! Remuneration

Tenmination leave

Perfc:mance Bonus 2014115

Car and Other Alowances

Compeny Contributions to UIF. Madical and Penslon Funds

Totat

d 30

The Mannger : Technical ites Ms Kwababana O. resig

KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

2017. The post remain vacanl.
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s 2017
R R
161,628 385.903
15,092 -
240,325 576,780
5482 10,383
526,637 73,066
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25 EMFLOYEE RELATED CDSTS (continusd)
R of the Manager: Strategic Services (M, M)
Annuel Remuneraticr:
Tarmination leave
Car and Other Allowances
Company Contributions to WYIF, Medical and Penwior: Funds

Total
The contrect of the Manager : Strategic Services Mr Mpurhwane M erded 31 Dacember 201€. The past remaln vasant,

S of the M: G ty Sarvices (Sompani T) .

Armua; Remunemetion

Tancingtcor Leave

Car and Other Aliowances

Company Contributians fo UIF, Medical and Pension Funds

Total

The contract of the Manager : Community Services Mr § pani T. ended 3¢ § 2017. The post remain vacant.

Employss costs
Employes reiated costs
Directors

26 REMUNERATION OF COUNCILLORS

Meyer

Councliiore

Counciifors' silowances

Total Councillors’ Remunerstion

Counclliiora' remunsration
Bemardia. P
Gollath, G.G.M.
Gonl P
Herman F.E.
Jacobe §
Jansen J,
Jantjies B
Krige J

Le Roux ¥.C.
Neison L
Fiasties J.
Pottia N

FPullen H.P,
Rheeders C
Strydom F
Smit K

Yake F.J.

Inkind Banafits

The Executive Mayor is full-time and '= provided wih an office and secretatial support at the coet of the Councll,

The counchlor salaries, llowanoss and benefils are within the upper limits of the framewsrk enviaeged in uaction 219 of %he
Conatitution

27 DEPRECIATION AND AMORTISATION

Depreciation: Proparty, Plant and Equipment
Amorisation: Intangible Assety
Depreciation: Investrent Property

Total Depreciation and Amortisation

Atiributable f:
Continulng Opsrations

28 FINANCE COSTS

OCther intarest paid

Suppilers

Finance Chages

Craditors Overdus

Attriartable to:
Continuing Oparations

2% BULK PURCHABES

Eisotricity
Vater

Total Buik Purchasss
30 CONTRAGTED SERYICES

Professional Fess
Security Services
Ganora! contract expensos
Tetal Contracted Sarvices
Attributable to:
Continuing Operatione.
Discontinued Operations

64

2018 2017
R R
338,539
173,962
145,200
7448

- 666,150
———

192,347 723,607
184,400 -
59,768 377,648

4 883 12,605
441,39 1,113£W

38,677,157 36,875,032

3.779.51 4,880,681
—ASST __ arase1id

615,251 711,400

1,888,778 1,680,187

729,387 731,626

139,861 220,753
279,348 220753
- 21727
820t 220,673
- 26,937
36,724 -
- 27,727
278,348 245,743
89,826 220,753
- 21,743
279,200 220673
- 2,727
280,583 220673
182,010 27,673
270,345 245,743
260,657 245,743
2ib bt 220,753

17,447,463 22,837,070
428,716 112,348
628,891 27,087

18,505,160 23,026,805

18,505,168 23,026,505

18,505,189 23,026,505
- 100,099
76,183 1,636,157
— 5289 235009
1,071,441 1,981,385
1,071,441 1,861,355
1071441 1961
3.372,8% 3477475
10454 36,002
3,362,382 3513477
522,668 257,122
817,70 470,326

3,383,683 2.007,082
4,784,130 2,724,450

4,784,120 2,734,460
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2018 217
R R
4,794,120 2,734,480




31 GRANTS AND SUBEIDIES PAID

Low income subsidy/ Free besk: services

Community projects
Total Grants and Subsidies

KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

The low income subsidy! free basic assvices s In respect of providing basic eervice levels.

Community Frojects efe in respect of
of juriséiction.

The Mayor mekes subsidies avallabie or appli

cultural p

after

rog; o cataring &

i cost of development workere within the municipality's area

with the Municipa. Manager or the merits of such an apphcation.

32 GENERAL EXPENSES
Included In General Expenses are the following:

Advertising

Audit Fees - Extemna!

Bank Charges

Claaning

Canferences and deiegailons
Consurmahles

Electricily purchasas
Refrashments

Fuel and ot

Insurance

Legal expenses

Licence carde & foos - vehieles
Madica! fasts

Other expenses

Other reatals

Posisge

Printing and stationery
Rentsl of office equipmant
SPU programs

Subscription and publlestions
Telephone cost

‘Tralning

Matsrials end stores

Travel and subaistence
SALGA

Yotal Ganeral Expsnses

33 REPAIRS AND MAINTENANCE
Contracied sarvices
Mztorialy and stores
Other epanditure

Repairs and Malnienance is dt 7

34 CASH GENERATED BY OPERATIONS
(Defici) / Surplue for the Year
Adfustrent for!

Depraciation and Amortisation

Jence with mSCOA. Comparstives for prior yesr Is not required

Losser / (Geina) on Disposal of Proparty, Piant and Equipment
Movaments In retirement benslit aasets and linbilities

Movements in provistons

Changes in working capital:

(Incresse}/ D fl

(i )/ D In receivables from exchang ]

(iney )/ D in other from hang: ]
[ HD ) in payables from exchangs ta

b {{D )} In VAT R

! s H conditiona! grands and recelpts

Cash gnm;r:hd by ! {utllised In) Opatsilons

35 UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE

351 Unauthorised Expandiure
Opaning balancs

Prior year approval (rescinded by counclt)
2017118 Unsuthorived expenditure
Unauthorised expenditure : Caphal Budget

35.2 Frultiass and Wasteful Expanditure

Reconciliation of Frultiess and Wastefid expendiiure:

Opening halance

Frultiess and Wasiefu: Expendfiure current year

35.3 Irregular Expenditure
Oparning balance
Rridging of the supply chain policy

Irregular axpendiure to be ried to Nath

2517118 Finenciel yoar
20M61T Financial year
Total

! Tressury as pi

ibed by lon 170 of ths MFMA
R
37,436,018
57,376,365
st
58
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2018 2017
R R
8,088,228 12,072,613
- 4,626,755
—Geseme 16702372
456,772 27057
3,066,371 2,477,155
346,856 318,175
46,185 64,250
1,801,667 1.358,175
3,518,840 3,522,536
30,140 49,114
1,128,014 1,261,328
213.220 497,778
229,465 935,518
480,336 225,821
1449447 27,851
220,067
24,078
306,505 382,054
697.177 483,113
32,445 56,404
- 24124
1,364,500 1.585.888
108,516 61,728
436,004
848,404 675,817
11,850 101,850
16,046,769 15,461,608
1,702,512
1,792,512
16.376 456 2,7T220%
18,505,168 23026505
22,858 334,284
143,809 61531
103,117 243,705
-141,810 267 BG%
2,050,861 236,898
5,087,835 =7.,858,340
-11,080,760 2,851,028
«1.201.481 5,582,870
41,120 -288 00
15,548 592 14,681,468
1,814,771 0
-1.814,r11 -
16,125,928 1,814,771

16125927 b} aiﬁ'ﬂ'i

3,998,263 2,703,460
—— 183
L
97,376,365 78,423,110
37,436,818 18,853,255
134013, 97,376,365




KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018
2018 2017

Iegutar expenditure of R37 436 86 (2016117: R16 908 021}; {2015/16: R4 £77 474); [2074/115:R 15 B51 321), ~wiates 10 an sxteption raised by the Audiler-General that a" tenders awarded of which a serier SCM ctcial
was nat part of the BAC should be doclared as lrreguiar expenditure. As a resutt of tis, the Audbo—Genen! ruied tnal the two prior years be freated the same, 2'though already audiled and accepted in those respectve

audits. Al Bit BAC dus to limited steff complement. the CFO ia the cheitpersan of the BAC and was regarded es the senior overseeing the SCM department.
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2018 207
R R
36 CORRECTION OF PRIDR PERIOD ERROR
The carrection of tre emTors / ¢henge in accounting poflcies resulied in adjustments as foliowe:
36.1 Proparty Plant and Equipmant
Correction of Depreciation
Adj B fained ings 3¢ June 2017 15,810,468
A affecting the st of i position -15,810.468
D in A Deprectath N
36.2 intangible sssets
Adj g nings 30 June 2017 22,388
Ad) affacting the of fi position 22,308
D nA lated Dep N
36.2 invastment Property
Adj against retalned sernings 30 Juns 2617 69,868
Adj affacting the of fi | position ]
D it A [ Dx pr Lot -
364 Property Plant and Equipmant
Camecilon of Cost Price
Adjustment against retalned sarnings 30 Juns 2017 1,268,167
Adjustments sffacting the ststement of financtal position 1.268 167
Decresss |n Purchese price -
36.5 Invesiment Froperty
Ad) ag tained earnings 30 Juns 2017 138,654
Adjusimenis affacling the statement of financial position 138,654
Dacrease I Purchese price B
36.6 Proparty Plant and Equipment
Correction ef Depreclation
Ad) stk of i | porf -5,467,696
Adustments affecting the statement of financial postion 546786
D In A d Dep d
36.7 Investment Property
Camection of Depreciation
Ad) of financlal pesfi 8204
A & the stat of & postlion — B2
D inA Jeted Dogp N
J6.8 Intangible assets
Comection of Dapreciation
Adiustme of fal perft -57.268
Adjustmants sffecting the statement of financiai position 57,268
D nA d Dep
36.9 Trade Payables
Comection of cradfiors
Ad¥ nt agal af fl i -881,870
Adjustments affecting the statermnant of Rnancial posltion 861,870
Decrease i craditorns -
36.10 Trads Payables
Correction of crediiors
Ad I beved ge 30 June 2017 1,408,541
Ad) e the of financial position -1 1
Decrease in credions -
37 Matarin! losses

Distribution loases on electriciy 1,074,232 1,393,897

6,887,884 10,884,126

Distribution loases on weler

7,764,526 12,378,023
Liiros pac ansm  Litres per ennum

Accounted waisr [oasws :

Vohume Distrlbuted {i) 1,191,505 1361715
Voiume Bied(ki) AT 536,173
Nor-Revenue Waler (ki) a0 25542
Methodology used o

The water loss caloulations were based on the resdings of the bulk wate: mater on the maln Bne feeding Il the distribution systems from the seeervoire and then the end users meters.

In delermining the water loes the following where consldered:
‘The methodology Is based on the logloa’ Intellect or #tithmetic princip's that & product metersd st infiia! point of the sealed pipekne witl be equal to the emount of product metsred at the end of the
same plpsline

Cn thzt case, the volume of weter from resenvolr metered on the outiet pipe A dieiribiting 1o peint B, C end D s expecled to be equals to the sum of water metered at pofnte B, C and D. The
difference i tharefore considered & loss s il Is nel besn accounted for.

In the absence of maters at point B, C and D, the total volume of water distit st point A (R ir outiet} ke conskierad waler loss ae 1t s not acoounted for on the distriztion mains.

The value of water is based on the expenditure incurred in relation. to the volumna of water purified from atl systams Inclualve of bulk weler purchases for the enfire financlai year,

Sush I8 used tc o the value of waler per specific volume. The delermined total amouwnt of water inaccouried for be then convertad in e rend value baged.
30 Auditfass
Cpening balance 7.614,503 7.380.612
Current year audit fee 3518,704 2,823,957
Current yanr Intorest 703,587 737,432
interest pald - *
Write-off -10,570,985 <3327, 197
=30,000

Amount paid - pravious years
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“he kelance unpald represents the eudk ‘ees that could not be pald due ic finarcia! constrelnts endured by the municipality.

39 PAYE and UIF
Curment yeer payrell deductions
Amourt peld - current year

2018 2017
R R
1,227,210 7,614,503
6,397,650 6,600,406
4,833,320 -6,068.827
1,664,330 B30,478
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2018 2017
R R
40 Pansion and medical aid deduciions
Curent yesr peyrel deductions and Councii contributions 9.082,059 8,454,509
Amount paid - ¢imenrt year -8,311,768 8,754 427
TH0 281 -289,918
41 COMMITMENTS FOR EXPENDITURE

411 Capital CommRments

The municipality hed the following czpita! commitments at year-end.

Commitrnents in reapact of Capital Expenditure:

- A and for:- ) 1,984,551 T,251,285
infrastructure 1,184,551 7,251,285
Communtty - - I
Othar - .

Total Capital Commitments 1,1 il 7,251,265

Thie expendiure Wl be fnanced fom:
Government Graris 2,184 551 7,251,285

1.104:551 7251206

412 Lease C -A y under O g Leasas

At the Reporting Dale the lcipality had under Nt finble O) ) Leases far Propecty, Flant snd Equlpment, whish fa!i dua
a8 follows:

Operating leases - Municlpality us lessse {sxpense)
Minimum lease paymenis due
- within ans year 179,468 636,502

- in second to fifth yeer Inclusive 14,288 218,805
- later than five years - 370
183,766 BS&GB‘I

The Munlcipeify hes lessed portion 250 of Krakeekivier no, 314 to Strydom Viugteboerdery for R3,500 per annum wih an esceletion of 10%. The lease is for an
indefinita period.

The municipaiity has entered Into 4 lease sgreement with Telom to rent the ISON 3¢ PRA for & period of § years at R2857.56 per morth.

The municipaity has emered ink: & leass agreemant with Teikom to rent the T|-DIS Gold Actess Setvics for a perlod of 3 yesra at R11 195.80 ner month.

The Municipality enfered into a isase with Wian de Japer for the use of Prt 19 of Fann Melkhoudtiras! 254, Hdorp district es  refuse dumpaits. The lasse is for a
period of three years et & monthiy rental of R25 000 sscalating at the higher of 7% cr CPI st the anniverary of the lease,

Or W Hise rentals payabls by the municipeRly for certain of Ha offfce equipment.

-Thomunidpnltyhnmmdi'ttnm perating isass wnh e Equip ccnzrhamnhluf?blzmtmmhhum-hh'ldarlnrnpariadofﬁma
(3) yeare. Thelease peried commenced in May 2015,

The followd have been & d on In terma of the leses ag e on office r

{0 'F'hooq:.ﬂ;m whali remain the property of the leesor;
{1} The lsssen shall not cell, sublet, cods, assign «rdelegate any of ifs rights <7 obligations on the office aquipmant: and
{Z11) The equipmant shali be retumed In good order and condition o the lesssr upon txmination of the agreement.

Oparsting leases - Municipallty as lessor (Incoms)

Minfmum {ease payments due
- within cne year 245,807 235,503

= In second to fifth yearinciusive 762,775 880,521
- later than five years 328,360 451 465

1,336,936 4 |§G'l'£1!l

The municipaity has sntered into o lease agreement with Cell C (Py) Lid whe la e 1 -] of an network. Cefl C (Ply) Lid is
loasing u shte for the instalation of certaln infrastruciire aseets required fermopomﬂonofmnmm The inltia! lenae pariod le 9 years and 11 monthe with twe
renewsl opticns of 5 ysars each. There are no contingent rentais and na sublsases,

The Municipakty has erterad Into 6 lesse egreement with Vodacom FTY (Pty! Ltd wha is a Il d of ar; ok ions network.
Vodacom {(Pty) Lid i= lsasing a site for the k of certain infs assats for the cpecation of s network. The Inifial lenes period {s 5 years

and 11 monthe with tao renewal options of 5 yeam each. Thesr ar-muummmtnm:llmﬂnnnuhlum

mumpdnyhummﬂmn.mqmmmmmmw)mmm af an ol i i
Vodacom (Pty) Ltd eniered nto a isnse agreement in order io instek And agp o the buliding at.Joubertine. The lessa contract expired in
2005

The Municipaiity hus entered into a lease agreemant with Semtech Soc Ltd to bire a portion of ceriain property situated off RE2 In Jouberiina and the unimpeded
use of the access road for the purpose of alie access,

Interest rate Inarease is in line with a published index{increases in lne with CPI").

The runicipakiy has entered into 2 [ease agresment with litha Créche for the ues of » municipal buRding at RS par menths, no sscelsfion for Byears and

Timonthe.
The muricipality has entersd into a lsase with Karaadouw Youth Prog! for the use of & municipal bullding at RE0 per month, no escalation for
Syeers.

“The Municipakty has eniered inio & lease agreament with Atias Towsr Proparty Efmited (MTN) who is a b d of an wk natwork,
MTN {Piy} Ltd I leasing the Erf 77 in Coldetrasm. The Initie] iente period Ie 9 yesrs and 11 monihs et R10 260 per mant:,

42 FINANCIAL INSTRUMENTS

Categories of financisl instr

In sccordance with GRAP 104.13 thre Financial Assets of the municipality are classified s foliows:
At amortised cost Total

Einanciul Asyets - 2098
In accordence with GRAP 104.13 the Financlal Assets of the munfslpallty are classiied as folicws:

R bles fron: Exchange Ti 12,862,126 12,862,726
Receivables from N h T g 25145207 25,145,207

70



KOU-KAMMA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

2018 2017
R R
Cash end Cash Equivalents 1484723 1,484,723
39,482,656 39,492,656
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2018 2017
R R
43 FINANCIAL INSTRUMENTS (continued)
Einsncial Lisbilitise - 2018
Payesles from exchange fransactiors 23,738,036 23736036
Short derm loan - -
Customer deposits 104,588 104,568
Unspent conditions: grents 1,822 150 1,822,150
25,665,774 25,665,774
Financial Assets - 2017
Receivables from Exchange Transactons 10,862,836 1C,B02,636
Receivahles from Non-axchange Transactons 20,047 272 20047272
Cesh and Cash Equivalents 715,685 713,885
31,563,802 31,563,203
naial 8- 2017
in accordance with GRAP 104.13 the Firarcia, Liabitiles of the municipality are ciassified as fojlows:
Paysbies from exchenge ransactions 37,088,327 37,038,327
Short term: loan 835,502 BIEEQ2
Customer deposits 104,588 04,588
Unepent conditionai grants 1,863,270 1,863270
35,801,688 39,804,688
Risk managesment

Financial riak management
The Accounting Offlcer has overal! responeibiity for the bllshment are ight ef the: leipaity's sk fri k. The m: Y risk no nt policies are ved to kientify and anelyse
the riska faced by the municlpallty, tc set appropriste rigk Emis and conirols and o monlior risks and adherence to lmtis,

Due 1o tha largeiy nor-tading nalure of activities and the way In which they are finced, muricipaliies are oot exposed & the degrse of inanclel risk faced by business entiiss. Financial Instruments play a much mare
Iimiied role in creating or chenging risks that would be typical of Ksted compenies 1o which the GRAP's mairly apply. Generally, Financlal Assets snd Liebliities /e generaied by day-io-day operationa! activities and ere

not held o manage the risks facing the icipality in underteking Ita

The Department Fh i Services and the fi ia! riaks refating o the cperatons mmug'\ mtemal pohdas and procedures. These risks include intersat rate risk, credit riek end Rquidity risk.
Lompliancs with polldae and prosedurss is reviewed by the intemal suditors on & conf basis, and by | auditors. The muricipalty does not enter Info or trade finarcial instrumants for epeculsiiva
puposss,

Internial audlt, responsible for Inltisting a control fi and and op i risk, raports perh ly to the pakiy's audit commities, an Independent body that the efi

cof the internal mudit funclon.
Further quantitative disclosures are included hroughout these Anhue! Financial Statements.

421 Significant Risks

It ia the policy of the icipality & disclose ink that enables the user of its Annua! Sinancial Statements to evsluate the nature and extent of fake edising from Financied k te which the muricipality is
wxposad on the reporting date.

The lity hes exp 0 the following risks from its op fn Finenclel nsirumenta:

- Market Risk.
= Liguidity Risk; and
- Credit Risk;

Rieks and expoeures are disclosed s follows:

Markat Risk

Market Risk iz the risk that changes in market prices, such as foreign exchange rates, nterest rates and equily prices will effect the municipality's income or the value of its holdings in Financial instruments. The
oblective of machet isk management ks fo manage and control market risk exposures within acceptehie parameters, while optimising the retum.

Liquidity Risk
The municipakty's risk to lquiiiy fs & resull of the funds availabls 1o cover iture e ages Kguidiy risk through an on going raview of future commitments and credit faciities.

The muricipaiity Intands to pay creditcrs within 30 days.

Cradit Risk

Credit Risk is the riek of financial koss to the ipality & cust: o party to a Financiel instrument falis to meet lis contrectual obiigations and arises principelly from the paltys bles from
customers and investment sacurities.

422 Market Risk
The munkcipality's activiiies exposa § primarlly 1c the Enanclal risks of changes in irerest rales. No formal policy exists to hedge voieiitles in the interest rate market.

There has been no change to 1ha municlpaiiy’s exposure 1o market fisks or the manner in which X manapes and measurer the risk.

423 Liquiitty Risk

Liquidity Risk is the rigk thet the Folpadity Wil dtfficulty s ting the lated with s Finandial Liabiiltles that ara settled by delivering cash or another financlel sseat The municipeiity's
approach to menaging guidity is io ensure, as far as possible, that it Wil aways huvuulﬂolen' Naquidity fio meet fis [zhitias when due, under both normat and stressed corditions, witheut incurring unecoepiable jossss or
Asking ge 1o the pality’s rep

Liquidity Risk is managed by ensuring thet all assels are relnvesled at matwity st compsiifive Interes! reles in re'etion io cash fiow requirements. Liabifitiee are maraged by ensuring thei all contractual peyments are met
on 8 fimeows besls and, If required, additiena new arangements are eeiablished et compeltive retes to enaure that cash fiow requirements are met.

424 Forskgn Currancy Risk Management

The municipekty’s activiiies do nol expase it 1o the financlal isks of forelgn curency end tharsfore has no forma? poiicy to hedge velatilties in the irteres! rele markel.

42.5 Intarest Rate Rlsk Mansgement

Interest Rale Risk is deflnad e& the risk the! the fair value or future cash fiows ] with a fi wil! fl in snount & A resu’t of matkel! interest changes.

]
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Potential concentratians ef interest rate fisk cons!st main'y of vasiabie rate deposit investmants, Jong-iesm raceivables, consumer debtors, other debiars, bank and cash balances.
The municipality Lmits ita Ty fram its money market investment cperatiors by eniy deaiing wit: Abea Bank. Nolr nts with 8 tenure ding twelve manihs are mede.
Consumer Debtors comprise of a large number of ratepayers, dispereed azmoss different industriea wnd g hical areas. C debtors are pr d net of & pravision for impa it
17y
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42 FINANCIAL INSTRUMENTS {comtinued)
", i d for p o } of ices” andd, 8s a lest resort, "handed over jor

In Ihs sase of debtore whose sccounis become In emears, it Is endeavoured io collect such eccounts by "levying of penalty ch y
", whichever p is appiicable in terma of Coumcils Crecit Contral and Dekt Collection Policy. Consumer Duposl‘.! a'a Increased acmrdlngly

Long-terrn Receivebles and Other Deblors are individually evaiuated annually at Reporting date for 'mpairment ar diszousting. A report on the various categories of deblers i drafied to substantiate such evaldation and
" i1 di wheee appli

The municipaiity Is not exposed {o credit interast rale risk as the icipalty hes no b 0

The municipaiity’s exposures ta inferest rates on Financlal Assets and Financla) Liabiltles are detailed In the Cradil Risk Managemenl section of this nole.

Interest Rats Sensltivity Analvals
The sencitivily enz!yeie has baen determined based on the expcaure 1o iRterest rates at the Statement of Financla! Postion date. The snalysic ls prq:amd by ava.'aging the amount of the investment et the beginalng of
the finencial year and the amount of the Invesiment et the end of the finencle! yeer. A 180 basis point increase or decrease was used, which rep of the b 'bie change in

imerest rates. The short and long-term fnanclal instrurents st year-end with variatle irterest rates are set out below:

Cash and Cash Equivaients:
I interest rates had been 100 basls points higher / lower and all cthar were held the lcipality’s:
Surplus for the year anded 3C Jung 2618 has Increased by R7 188 ©12. This is maishy atlri ie 10 the icipaity’s exp to interest rales on s variable rate \nvesiments.

Benk balarce heid with Absa bank Limited ks R 628 456 (2017: R713 475

428 Credit Risk Management

Credit Risk refers to the riek that 8 counterparty will defaclt on s contractisal ebi resuliing ln i koss to the icipality. The icipalty has a sound credl controi and debt collection policy and obtaing
sufficient colleteral, where mppropriate, a8 & mears of mitigating the ek of Ja} keas from d The ipa'ily uses its cwn trading recorde Ic assess its malor o Tha paiily’s axp of iis
parties ara d

Potential concentretions cf cred! rate risk consist mainly of rate deposit te, lcng-term i dgbtore, other deblorg, bank and cash balances,
Investments/Bai ash Equivalents
The paiity kmits its y from its monay marke: investment openations (Zrancial aseeis that are neither past dus nor tmpaired) by oniy dealing with Absa Bank. No invesimenis with & tenure
axcead'ng twalve manths are mudn

(] Gther ]
‘Trade snd Cther Receivabies are amounis owed by consumers and are preserted net of impairment lcssee. The municipelity ks & cred# r'sk policy In place and the exposure to credit risk ls monhored on &n on gelng
bagie. The municipakly ls compelled in tarme of Its conetituional mandate 1o provide all its reskdents with basic minimum services without o an of cradih the ty
has no control over the approva! of new customars who acquite properties In the designated | area and quertly incur debt for mtes, water and slectricity sarvices rendered o them.

Tha municipallly limfe thiz risk sxposure in the following ways, in addition to lis nomal cred! control and debt management prosedurss:

« The application of eecion 1183) of the Nunlcipal Systema Act (MSA), which permiie the to roluse han of esrvioes whits! any amount remalns cuistarding from a previous debior on the same
property,
= The zonsolidation of rates and service accounts, enabling the disconnscting ices for the ron-pey of amy oftha Ir dabls, in terms of saction 102 of the MSA,;

* The reguiremen of a depos# for new service connections, serving 85 guerartee and are reviewed annually;
* Encoureging residents io install water management devices that control water fiow to househoids, snd/or prepald efectrichy mefers.

There were no ! ch n the to credit risk and lis abjactives, peiicles and p for and g tha risk during the yesar under review. The Hy's P 1o credit
rilkilr.pmunhdhyﬂnnrryimvﬂusn!uchﬁnundalthﬁeSMeMuth-miuIan anulhkinuhbummhva[uenflny ik ! abtained. The haz no significant concentration of
cradit riek, with sxposure spresd over & large number of and 's not ated in &ny perticular seclor or geographical area.

The icipallty an gl for impah that rep s of anticipated loases In respect of frede and other recelvables.

Peyment of accounts of consumer debtors, who are unabie & pay, are renegotizied s an an going cush in Tesp 1o an ad change in the of the int tanme of the Credit
Cantrel and Debt Collection Pollcy.

Long-term Receivables end Other Debtors are individuetly evalusted annuaMy at reporting date for impairment or discounting. A report on the various categoriee of debtors is drafted to substantiate such evaluation and
subasquent impairment / discourtng, where applicable.

The muniolpaity does not have sny significent credi: riek exposure to eny singie counterparty or ary group of counterpartiss having simiar ch The ity defines ioe. we having similar
characteriatica if they are reiated sntities. The cred!t risk on Hquid funds s fimfed because the counterpasties are banke with high credi-ratings.

Crodit sk

Credit risk consists mainiy of cesh di s, cech equival and ivables. The icipality only cash with major banks wih high quality credit

standing.

Financisl essete exposed 10 credit risk &l ysar end were s follows:

Trade and other recelvables from exchange tranaactions 92,862,728 .
Cash and pash equivaients 1,484,723 713,685

14,347,440 713,608

43 IN-KIND DONATIONS AND ASSISTANCE

The nc in -kind donatlons and ess! during tha 201817 1 year

44 CONTINGENT LIABILITIES

SAMWU obo JuRus & Floors

Employ inst lega’ dings againe! the fcipality with regarde to changes in working cohdions

75% posbility thet this matter witl ba successful. Councli wili nat benefit frorm any revenue! refund 236847
Tambosr & Others

These empi are loyed by the Rty and wre ¢l g benefits which accerding 1o then: are due and payabie, were stopped.

Officinle metter i ated in this case, per officlal w2l very. The amourt is unknown 531,460

45 RELATED PARTY TRANSACTIONS
AH Refated Party Tranzactlone ere conducted at erm's kength, unfess sietsd otharsise.
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45 RELATED PARTY TRANSACTIONS {Continued)
454 Interast of Related Parties
Councillers andior gemen of the muricipalty ave ro'siionships with the mrnicipelity, whiich bs limited to thelr smpkymant:
Nams of Releied Person Designation
Members of key managerment
Municipal Mamsger 5 Nkuhlu Resigned 23 Janusry 2017
P.M. Kate -Appointed 11 April 2017
Chief Finencla: Officer N Vantar Contract endad 30 Novembe 2016
Appoirted 27 January 2017 on a new contuct
Manager: Community Services TM Sompani Caontract snded 30 September 2017. Post not fikad
Mznagsr: Strateglo Services M Mpurwana Centract anded 31 Decembar 2016, Post not filled
Manager: Technica! Services O Kwababana Resigned 30 Novemnber 2017, Post not filled
Manager: Corperaie Services M. Zarzile Appointed for the morth of Qctober 7
Menager: Corparale Services T.Tem Appointed 1 Dasembar 2017
1 Joly - 15 Avgust 2016 16 August 2018 - 30 Juna 2018
Mayor Yuso MS. Vuso MS
Ceuncitlors Gon!P. Eemandis. P Resigned 31 Octcber 2017
Jacobs 8. Goliath. G.G.M
Jantjies B. Hermar F.E.
Krige R. Junsen J. Appointed 15 May 2018
Nalsor L. Kige R
Potfie N. Le Roux ¥.C, Resigned 30 Seplember 2017
Reedem C. Plasifies J.
Strydom F, Fullen H.P.
Smith K. Reedem C. Appaimied 20 October 2017
Emith K
Sirydom F.
Yake F.J.
Comp ton to key t a5 per note 25
Loans from Managers
Indeviduale as well as their clese femby membere, sndfor ontites are releled paries H one party hes the sbility , directly o indlractly, to contro! or jointly conirol the other parly to axorcise significant influenee over the other
pany In making financlal and/or opersting decieions, Key mar il p lie defined as ths Munieipai Maneger, Cief Financial Officer and alt other Manegers reparfing directly 1o the hunicips! Meneger.
46 PRIVATE PUBLIC PARTNERSHIPS
The municipality was not & parly to any Private Pubkic Parinerships during the year under review.
47 EVENTS AFTER THE REPORTING DATE
No events having finencial iring discl d sub: nt to 30 June 2018
48 ADDITIONAL DISCLOSURES IN TERMS OF WMUNICIPAL FINANCE MANAGEMENT ACT
431 Non-Compliance with the Municipal Finance Manag t Aot
Inetance of non-compliance with the MFMA reiate 1o Imegular, Fruftieas and Wasisful Expenditure.
48.2 Daviation from, snd ratficstion of minor | has of, the P F
In1emms of section 30 of the Municipa! Supply Cheln Reguistiona epproved by the councl, eny devistion #rom fhe Supply Chain Managemeant Policy needa $o be epproved I condaned
by the Municipel Manager, noted by Councll and bids where the format procurement provesscs couid not e foliowed muet be noted in the Annual Financial Staiements,
The foflowing deviatione from the tender stipulations in terms of the municipality's Supply Cheln Managemant Policy were ratified by the icipal Manager and reported to Council:
Year 2017i2018
(4 IFICA F DEVATIONS IN TERMS OF SECTION 26 OF THE SCM
REGULATIONS NUMEBER OF INCIDENTS AMOUNTS
Imprecilcal ko obtain three quelations 225 R 2,320,817
$ole provider 15 R 2,018
Not sdvertised for 7 days 1 R 771,827
Risk 8 ent not cut on tender 3 R T65.7C2
R 3,800,333
49 GDING CONCERN ASSESSMENT
M mant dered the ing matiers relating 1o the Going Concem:
There are a numbar of athar events and conditions that \usally or collectively mey casi significant doutst on the golng concemn assumption end place the municlpaliy's
financisi susteinabiity under threat. Thess indicalon inclide amongst others:
Cort;':n suppliers iznly pravide services on the cash basis now due to problems receiving peymenis In the past.
Tha commanity e refusing to pay for services dus % ineorrect acoounts, faully water malera end & delay in recelving atatements,
Due 1o cesh fiow challengss the municipality Is unable 1o pay ereditor within 30 days.
Taking the af lioned into ] B has prepared the Annusi Financial Statements on the Golng Concsm Basie s it Is off the opinien that with the current b it-tig! W o and
collection programme, funds will be available to finance fullre operstions and that the realisation of esseis und setfement of fabllities, higat end te witl oocur in the ordinary course of

busittess.
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