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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
(Registration number DC 29}

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

Accounting Officer's Responsibilities and Approval

The Accounting Officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain
adequate accounting records and is responsible for the content and integrity of the annual financial
statements and related financial information included in this report. It is the responsibility of the Accounting
Officer to ensure that the annual financial statements fairly present the state of affairs of the Municipality as
at the end of the financial year and the results of its operations and cash flows for the period then ended.
The external auditors are engaged to express an independent opinion on the annual financial statements
and was given unrestricted access to all financial records and related data. The Annual Financial
Statements have been prepared in accordance with Standards of Generally Recegnised Accounting
Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting
Standards Board. The Annual Financial Statements are based upon appropriate accounting policies
consistently applied and supported by reasonable and prudent judgments and estimates. The Accounting
Officer acknowledges that she is ultimately responsible for the system of internal financial control
established by the Municipality and place considerable importance on maintaining a strong control
environment. To enable the Accounting Officer to meet these responsibilities, the sets standards for internal
control aimed at reducing the risk of error or deficit in a cost effective manner. The standards include the
proper delegation of responsibilities within a clearly defined framework, effective accounting procedures
and adequate segregation of duties to ensure an acceptable level of risk. These controls are monitored
throughout the Municipality and all employees are required to maintain the highest ethical standards in
ensuring the Municipality's business is conducted in a manner thai in all reasonable circumstances is above
reproach. The focus of risk management in the Municipality is on identifying, assessing, managing and
monitoring all known forms of risk across the municipality. While operating risk cannot be fully eliminated,
the Municipality endeavors to minimize it by ensuring that appropriate infrastructure, controls, systems and
ethical behavior are applied and managed within predetermined procedures and constrainis. The
Accounting Officer is of the opinion, based on the information and explanations given by management that
the system of internal control provides reasonable assurance that the financial records may be relied on for
the preparation of the Annual Financial Statements. However, any system of internal financial control can
provide only reasonable, and not absolute, assurance against material misstatement or deficit.

The Accounting Officer has reviewed the Municipality’s cash flow forecast for the year 1 July 2017 to 30
June 2018 and, in the light of this review and the current financial position, she is satisfied that the
Municipality has access to adequate resources to continue in operational existence for the foreseeable
future. The Consolidated Annual Financial Statements set out on pages 4 to 50, which have been prepared
on the going concern basis, were approved by the on 30 June 2018,

N G KUMALO
ACCQOUNTING OFFICER
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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
STATEMENT OF FINANCIAL POSITION

ASSETS

Current Assets

Cash and cash equivalents

Trade and other receivables from exchange iransac
Trade and other receivables from non exchange tra
Inventories

Total current assets

Non-current assets

Non-current receivables

l.ong term Investments

Other non-current financial assets
Property, plant and equipment
intangible assets

Heritage Assets

Biological assets

Total non-current assets

Total assets

LIABILITIES

Current liabilities

Trade and other payables from exchange {ransactic
Trade and other payables from non - exchange trar
Current portion of borrowings

Current portion of finance lease liability

Current portion of employee benefits

Total current current liabilities

Non-current liabilities
Non-current borrowings
Non-current finance lease liability

Employee benefits
Total non-current liabilities

Total liabilities
Net assets

NET ASSETS
Accumulated surpius

Total net assets

Note

L2 IR S R L ]

10
12
11
13

14
15
16
i7
38

16
17
38

As at 30 June 2018
GROUP DM GROUP ibM
2018 2018 2017 2017
R R R

75,813,667 70,703,174 6,295,610 5,766,622
108,629,846 103,009,156 101,557,521 98,827,171
36,198,724 36,172,374 27,423,456 27,423,456
8,200,327 7,917,309 13,020,058 13,020,058
228,842,563 217,802,012 148,296,644 143,037,306
453,265 453,265 20,632 20,632
27,286,429 27,286,429 25,809,873 25,809,873
- 100 - 160
2,487,155,607 2,463,076,21¢ 2,259,585,311 2,234,604,507
4,158,040 4,158,039 5,327,111 5,325,083
205,578 205,578 205,578 205,578

391,400 390,000 -
2,519,650,319 2,495,179,621 2,291,338,504 2,265,965,772
2,748,492,882 2,712,981,634 2,439,635,148 2,409,003,079
198,908,757 196,821,722 236,269,770 234,300,058
16,611,222 15,779,853 6,558,917 962,942
2,110,760 2,110,760 5,475,551 5,475,551
953,465 053,465 14,124,319 14,124,318
734,000 734,000 494,551 494,551
219,318,204 216,399,802 262,923,109 255,357,421
77,085,254 77,085,254 79,373,305 79,373,305

1,902,247 1,902,247 - -
8,792,817 8,792,817 7,764,215 7,764,215
87,780,318 87,780,318 87,137,520 87,137,520
307,098,522 304,180,119 350,060,629 342,494,942
2,441,394,360 2,408,801,594 2,089,574,519 2,066,508,141

2,441,394,360

2,408,801,594

2,089,574,519

2,066,508,141

2,441,394,360

2,408,801,594

2,088,574,519

2,066,508,141




ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
STATEMENT OF FINANCIAL PERFORMANCE

As at 30 June 2018

Revenue from exchange transactions
Service charges

Rental of facilities and equipment
Interest earned - external investmenis
Interest earned - outstanding receivables
Fines and Penalties

Sale of produce

Other income

Revenue from non exchange transactions
Government grants and subsidies

Total revenue

Expenses

Employee related costs

Remuneration of councillors

Bad debts

Directors' attendance fees

Depreciation, impairment and amortisation exp
Finance costs

Bulk purchases

Contracted services

General expenses

Total expenses

Gain / (loss) on. sale of assets
Forex gain/(icss)

Note

18
19
20
2
23.2
23.4
23

22

24
25

25
26
27
28
29
31

GROUP DM GROUP (o}
2018 2018 2017 27
R R
180,898,034 163,102,745 176,523,963 167,774,228
130,251,315 130,251,315 136,637,461 136,637,461
75,763 9,676 85,244 13,244
8,359,539 8,086,492 3,107,811 2,854,781
15,452,338 15,452,338 18,997,572 18,997,572
380,438 380,438
18,079,256 - 9,055,559
8,299,386 8,922,486 8,640,216 9,271,161
800,522,032 799,855,706 762,914,830 762,531,580
800,522,032 | 799,855,706 762,014,830 | 762,531,580 |
981,420,066 962,958,450 939,438,792 930,305,808
200,765,089 188,408,391 185,749,993 173,684,174
8,405,692 8,405,692 8,020,646 8,020,646
41,676,124 41,676,124 40,241,279 40,241,279
550,856 - 563,686 -
82,953,161 81,789,590 90,430,512 87,979,450
9,745,722 9,745,722 8,976,764 0,076,764
86,505,612 86,505,612 75,803,000 75,803,000
151,081,431 132,725,421 93,647,026 83,189,143.76
94,181,317 111,903,016 103,937,280 120,962,390
675,865,006 659,159,568 608,370,186 599,856,847
(379,364) (340.819) {823,952) {20,314)
78,247 78,247
305,175,697 303,458,064 330,322,902 330,506,894




ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
STATEMENT OF CHANGES IN NET ASSETS

As at 30 June 2018

Note

Balance at 30 June 2016
Prior year adjustments 32

Restated balance

IDM Accumulated

Surplusi{Deficit)
Total

GROUP
Accumulated
Surplus/{Peficit)
and Total

R

1,847,366,601
{92,904,303)

1,754,462,298

1,827,203,292
(80,604,710)

1,736,688,582

Net gains and losses not recognised in the statement of financial performance -

Other items

Other items

Transfers to / from accumulated surplus/{deficit)
Surplus / (deficit) for the period

Balance at 30 June 2017, as previcusly reported

Opening Balance, 1 July 2017

Correction of prior period error 32
Prior year adjustments

Restated balance

-687,256 (687,256)
5,476,577 79)
330,322,902 330,506,894

2,089,574,520 2,066,508,140

2,088,574,520
45,813,445

2,066,508,140
38,004,734

2,135,387,865

2,104,512,874

Net gains and losses not recognised in the statement of financial performance

Transfers to / from accumulated surptus/(deficit)

Surplus / {deficit) for the period
Balance at 30 June 2018

830,700 830,700
305,175,697 303,458,064
2,441,394,361 2,408,801,594




ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
CASH FLOW STATEMENT
Ag at 30 June 2018

GROUP bM GROUP IDM
Note 2018 2018 2017 2017
R R R R

Receipts 968,057,336 945,301,819 894,128,340 880,802,126

Sales of goods and services 132,829,086 115,803,698 113,884,228 113,884,228

Grants 835,228,250 833,498,121 780,244,112 766,917,898
Payments {529,327,512) (515,180,413) {527,882,152) (518,202,039}

Employee costs 207,815,710 193,459,012 192,403,143 179,773,639

Suppliers 321,511,803 321,721,402 335,479,009 338,428,400
CASH GENERATED FROM OPERATIONS 33 438,729,824 434,121,406 366,246,187 362,600,087

Inierest received 8,359,639 8,086,492 3,107,911 2,854,791

Interest paid {9,745,722) (8,745,722) (9,978,764) (9,976,764)
Net cash flows from operating activities 437,343,641 432,462,176 359,377,334 355,478,114
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of fixed assets {(PPE) {333,914,248) {338,518,602) (360,554,474) {356,957,612)
Proceeds from sale of fixed assets - - 198,862 188,852
Increase in investments (6,3580,870) (1.476,557) {1,390,163) (1.390,163)
Purchase of intangibles (196,800) {196,800) (1,884,400) (1,884,400)
Decrease/(Increase) in Loans and receivables - - - -
Net cash flows from investing activities (340,491,918) (340,191,960} {363,630,174) {360,033,312)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of borrowings (10,020,472} {10,020,472) (3,665,526) (3,665,526}
Repayment of firance lease liability (17,313,194} {17,313,194) {21,928,840) (21,928,240}
Net cash flows from financing activities {27,333,666) (27,333,666) (25,594,466) (25,594,466}
Net increase / (decrease)} in net cash and cash equivalents 69,518,057 64,936,551 (29,847,306) (30,149,663)
Net cash and cash equivalents at beginning of period 6,285,610 5,766,623 36,142,918 35,816,286

Net cash and cash equivalents at end of period 34 75,813,667 70,703,174 6,295,610 5,766,623
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ILEMBE DISTRICT RUNICIPALITY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
As at 30 Juna 2018

1 BASIS OF PREPARATICN

1.1 STATEMENT OF COMPLIANCE

These annual financial statements have baoen prepared in accordance with the effeclive Sowth African Standards of Generally Recegnised Accounting Practice (GRAP), as approved by the
Ministar of Finance, inchuding any interpretations and diractives issuad by the Accounting Standards Board in accordance wilk Seclion 122{3) of the Municipal Finance Management Act, {Act
No 56 of 2003},

“the accounting policies applied are consistent with 1hose used Lo prescnt the provious year's financial statemants, unless explicitly stated. The delails of any changes in aceounting policies
are explained in the relevant palicy.

4.2 BASIS OF MEASUREMENT

The annuat financial stalements have boen prepared on tho accrual basis except for the following material Hem in the statement of financiat position:

Lhe defined benalit rability is recognisad as tha net tolal of the plan assels, plus unrecognised past service cost and unrecognised actuanial losses, less unrecagnized actuarial gains and the
prosant value of the defined benafit obligation.

1.3 FUNCTIOHAL AND PRESENTATION CURRENCY
These annual financial staloments are presented in South Alncan Rand, which is the functional cumency of lhe municipality. All financial informalion has been rounded to the nearest Raad,

1.4 OFFSETTING
Financlal agsels and kabifilies are set off and the nat amount presented In the statement of finangtal position whan, and anly when, the municipality has a fegal right te sof off the amounis and
interdds either to settla on a pet basis or lo realise the asset and setlle tha fiability simitanecusly.

Revenue and expenses have not boen offset except when offsetting is required or parmitted by a standard of GRAP

4.5 GOING CONCERN ASSUKPTION
These annua! financial statements have been prep anihe ion that the municipality will continuo fo operate as a going concern for at least the next 12 months.

4.6 USE OF ESTIMATES AND JUDGEMENTS
Tho preparation of financial statemants In sonformily with GRAP requires management to make judgemants, estimatos and assumptiens that affect the application of policies and reported
amounts assals and kabililies, incoma, expanses and olher reports. The eslimales and associated assumplions are based on hislorical exparience and various other factors lhat are

bolioved ta ba undar tha ci wis, the rasults of which form the basis of making the judgements about catrying values of assets and liabitities that are not readity apparent
fromother sourcos. Actual results may diffor fromthase estimates,
The estimatos and underlylng assumplions aro roviowad on an on going basis. isions to i are d int the pencd in which the estimale i rovised if the rovision

affects anly lhat pariod, or in the perod of tha rovisien and luture pericds 4flha rovision affects bolh curmnt and future.

Post-Ratii t Banofits and Multi p Rati; 1t Banefit Plans
Tha present vale of tho pest retirament nb!lg&tmn depands on 2 number of factors thal are delermined on an actuanal basis using a number of assumplicns. The assumplions used in
dotermning the nal cost (Income) include the discount rato. Any changas in thesa assumplions willimpacl on Lho eanrying amaunt of post retirement obligalions

The Municipality delormines the appropriate discounl rate at the end of 2ach year usityg the actvanial valuation. This is the intorest fale that should be used Lo dotormina the present vafus of
estimaled luture cash outllows expected to bo required to seltie the pension obligations. in determining the apprepriate discount rale, the Municipality censiders the interest ratos that bast
approximated by reference to markal yiekis at tha reporling date on governmant bands that are doneminated inthe currency in which he benafils will be paid, and that have torms to malurity
appraximating the terms of tha related pension liability. Other key assumption for pension abligation are based on current market condilions. Additional infarmalion is dischsed in netes. The
Municipality contributes to Natal Jeint Super Annuation and Relirement Funds which are Defined Benefit Funds. The Municipality's lability in these funds could not ba determined owing to the
fact that the assets are not baing alacated lo each employer and anty one set of ial sl W are e for each fund not per enmployer. Further dotails of this plan is included inthe
notes to the Financial Statements.

Provision for impairmant of trade rocoivabies

The provision for impaimment is measwred a3 the differance betwean the assets’ canying amount and the prasent value of pstimated recovarable future cash fow based on pasl recovery
trends.

Non-cash genarating and cash genasating Impairmant tasting

Management used tho {air valua less cost te selk lo dalermine the recoverablo amaunt of assels with an indefinite uselul ifo and identifying assels thal may have been impaired. Additional
disciosure of these estimates is included in nole - Impairment of assels

All assals ownedirecognisad by the nunicipalily are hekd for the pravision of basic service and are considered to be non.cash gancrated assets

Provision

Provisions were raised and rr 1t d ined an esli based on the information available. Additional disclosure of thase estimatas of provision are inchuded in notes Lo Financial
Statenonts

Pravision are measured at the hoad of depariment’s best eslimate of the expenditure required Lo sellla the obligation at the reporting date, and are discounted to present value where the
effect is matenal

A provisien is recognised when:

The municipalily has a prasant obligalion {lsgal or constructive) as a resull of a past evenl;

itis probabie lhat an cutliow of resources embodying econemic banalits will be required to setlls the obligation; and

A rokable estimate can be made of the abligation.




1.7 COMPARATIVE INFORMATION
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Wien the presenlation or classification of items inlhe annual financial stalements is amendsd, prior period comparative amounts ara reslaled. The nalure and reason for the reclassification
is disclased. Whore accounting errors have been identiliad in the current yoar, tha corraction is made retrospectively 2s far as is practicable, and the prier year comparatives are reslated
atcordingly, Wheore thare has been a change in accounting palicy in the current yoar, the adj is made set ivoly as far as is practicabla, and {he prior year comparalives are
rostaled accordingly. The nunicipality shall present 2 comparison of bikigel and aclual ancunls 35 addilional budget columns n the primary financial stalements only whare tha financial
sintemeonts and the budget are prepared on a comparabla basis. All corparisons of budget and actual amounts shall be prasented on a comparable basls 1o the budget. The menicipalty shall
explain in notes te the financial statements the budgatary basis and classification basis adopted in the approved budget {refer note 1.10).

STANDARDS, AMENOMENTS TO STANDARDS AND INTERPRETATIQNS ISSUED BUT NOT YET EFFECTIVE

The following GRAP standards havo baen issued hut are net yet effoctive and have not been aarly adoptad by the icipality. Application of afl of the GRAP standards notad
balowrwill be affoctive from a date to bo announced by the Ministar of Financo. The effactive dates are currently unknown.

GRAP 18 Segment Reporling

GRAP 20t Related Parly Disclosuras

GRAF 32 Sarvice Concession Arrangements {Granier)
GRAPF 34 Separale Financial

GRAP 36 Investials in Associales

GRAP 37 Joint Arrangements

GRAR 38 Disclosura of Interest in ather Entities

GRAP {0B Statutary Dablors

GRAF 109 Standard of GRAF on Accourting by Principals

GRAP 110 Living and Non living Resources

STANDARDS, AMENDMENTS T STANDARDS AND INTERPRETATIONS ISSUED AND EFFECTIVE
Tha Minsiter has doterminad the following GRAP standards as approved effective:

GRAF 1 Presentalion of Financial Statements

GRAF 2 Cash Flaw Staterments

GRAF 3 Accounting Policies, Changes in Accounting Estimates and Erors
GRAP 4 Tho Effects of Chargos in Fornign Exchange Rates

GRAF § Borowing Costs

GRAP § Consclidated and Soparato Financial Statements

GRAF T Investments in Associates

GRAF B Imerest in Joint Ventures

GRAF § Revenue from Exchange Transaclions

GRAF 10 Financiat Repoing in Hyperinfiationary Economies

GRAF 11 Construction Contracts

GRAF 12 Inventories

GRAF 13 Leases

GRAP 14 Events After Lha Reporting Dato

GRAP 16 Investment Proparty

GRAE 47 Proparty Plant and Equipment

GRAF 5B Segment Reporting

GRAP 18 Provisians, Contingent Liabilties and Conlingent Asscis

GRAP 21 Impainment of Non-cash-genarating Assets

GRAP 23 Revanue from Nor-exchange Transactions (Taxes and Transfors)
GRAF 24 Presantation of Budget information in Financial Statements
GRAP 25 Emgloyea Benalils

GRAP 26 Impaimment of Cash-generaling assets

GRAP 27 Agricutture

GRAP 31 Intangible Assets

GRAP 100 Discentinued Operalions

GRAP 103 Heritage Assels

GRAP 104 Financia! instruments

GRAP 105 - Transfer of Functions Between Enlities Under Cormman Control
GRAP 106 Transler of Functions Behween Enlities Not Under Common Centrel
GRAP 107 Mergers

Interprotations of tha standard of GRAP Approved and effactive

ICRAP1 Applying The Probability Tast On Indtial Recognition Of Revonus

IGRAPZ Changes in Existing Docomissioning Resloration and Similar Liabifitios

IGRAPS Determining Whothar an Arrangemant Cc:nta:na a Leasu

IGRAP 4 Rights ta Asising ltom Decomemi Rohabilitation Funds
IGRAPS Applying the Restalemant Approach under the Smndard of GRAF‘ on Financial Reporing in Hyparinflalionary Economies
IGRAPS Loyalty Programymas

HGRAPT The Limit an a Defined Seneflt Asset, Minimum Furding Reguirements and their Interactaclion

IGRAP 8 Agreemants for the Construction of Assols from Exchange Transactions

IGRAP § Distributions of Non-cash Assels to Ownors

IGRAP 19 Assels Recelved fram Customers

IGRAP11 Consofidation - Special Purpase Entities

IGRAP12 Jaintly Controllad Enlities « Non-Monslary Contribitions

IGRAP13 Oporating Leases - Incentivas

IGRAP 14 Evaluating the Substanace of Transactions Involving the Legal Formaf a Lease

IGRAP15 Revenus » Bater Transactions involving Adverlising Services

1GRAP16 Intangible Assets - Website Costs

Intarpretaticns of the standard of GRAP Approved andno! yat nffectiva

IGRAP 17 Inturprotation of tho Standard of GRAP on Sarvice Concession Arrangasmants Whore a Grantor Cantrals a Significant Residual Inlerest in an Assel

IGRAP 1B It tation of (ha of GRAP on R dian and Derposyrtion of Lang

IGRAP 16 Liabilitios to Pay Levies



1.10 FRESENTATION OF BUDGET INFORMATION IN THE FINANCIAL STATEMENTS

The budgut is mainly approved on a cash basis by functional classification. The approved budget covers the period from 1 July 2016 to 30 June 2017, The budgat and accounting bases fer
some voles ditfer, The financial statemenls are prepared on the accrual basis using a classification on the nature of expenses in lhe statement of financial performance. The financial
slatemants differ from the budget, which is approved on the cash basis. Tho amounts in tho inancfal slatemands ware recast from the accrual basis to the cash basis and reclassified by
functional classification to be on the same basis as the final approved budget. The amounls of these adjustments are identified in note 41, A iliaticn baty 1ha actual s ona
comparablz basls as presented in the stalement of comparisan af budgel ard actual amounts and the actual amounts in tha cash flow statermant for the period ended 30 Juna 2017 is
presanted in note 41. Tho financial statements and budget documents are prepared for the same periad. Thare is a basis dilfetence: lho budget is mamly prepared on a cash basis and the
financial alatements on the accrual basis. The reconciliation as required by GRAP 24 is also shown in note 41. Tho statament of comparison of budget and aclual ampunts is disclosed as a
slalement in the annuat financial stalements.

Differences hetween budget and actual amounls are regarded as material whan a more than 10% variance exists.

Al material difieronces are explained in the noles 1o Lhe annual financial stalements.

2 SIGMNIFICANT ACCOUNTING POLICIES
The foflowing significant accounting policies had been applied consistantly during the current and previous reporing period, as sst out in noto 1.2

2.1 PROPERTY, PLANT AND EQUIFMENT

FAR]

2.1.2

213

214

2.4.5

INITEAL RECOGMITION

Proparly, plant and equipment are tangiblo non-curmeal assets {including infrastructure assets) that are heid far use in the production or supply of goods ar services, rental to others, or for
administrative purposes, and are oxpacted to ba used during moro than one year. Rems of poparty, plant and equipment are /nitially recognised as assets on acquisition date and aro initiatly
racorded at cost. The cost of an item of property, plant and equipment is the purchase price arid alher costs attributabie fo bring the asset fa the lacation and condilion nzcessary far it ta be
capable of aporating in the manner intended by the municipality. Trade discounts and rebates are deducted in arriving at the cost. The cost alsa includes tha necossary costs of dismanthing
and reroving the asset and restoring the site onwhich il is focated

When signilicant companents of an ilem of property, plant and equipment have different useful lives, they are accounted for as separate Homs (majer conponenls) of property, plant and
eguipment.

Where an assel is acquired by the munigipality for no or nominal cor
acquired.

{ie arn ge fransaclion), the cost is deemad to be equal Lo tha fair value of that assel on Lho dato

Where an itam of proporty, plant and equipment is acquired in exchange for a non-monatary aseel or monetary assals, or a combinalion of monatary and ner-menetary assets. 1he assel
acquired is initialfy measured at fair valua (the cast). Il the acquired itemis [air value was not determinable, it's deomed cost is the carrying amount of the assel{s) given up.

Major spara parts and servicing aquipment qualify as property. plant and equipment when the municipality expacts to use themduring rore than ane pariod.  Simitarly, if the majer spare parts
and servicing equipment can ba used only in canneclion wilh an temof property, plant and equipment, they are accounted far as property, plant and equipment

SUBEQUENT MEASUREMENT - COST MODEL
Subsequent te Inilial recognition, iters of property, plant and sguipmant are measurad at cost less accurulated depreciation and impairment losses. Land is nol deprociated as il is deemeod
{o have an indefinite uselul iife.

Whota the municipality raplaces pads of an asset, it dorecognises the pan of the asset being replaced and capitalisos the new . Sub axpendilure incurred en an asset is

capitaised whan it Increases the capacity of flure economic banefits associated with Lhe asset.

DEPRECIATION AND IMPAIRMENT

Depraciation is calculated on the depraciable amount, using the straighl-ine method over the estimated usefi! lives of the assets. Compenents of assets that are significant in relation 1o the
whaols assel and thal have difforent uselu! lives are depreciated soparately.

Deprociation cormmances when an assel is available for use and ceases at the earfior of lhe date that tho asset is derecognised or glassilied as hald for salo in accordance wilh GRAP 100
Narrcurrenl assets held for sale and discontinuad aperations. A non-curent asset or group is not deprociated while it is a3 hold for salo

Heritaga assets and Tand are nat deprociated.
Leased assels are depreclated over the shorter of the lease lerm and thair usefut lives unless it is reasonably cortain that the municipality will obtain ownership by the end of lhe lease tem,
incomplate construction veork is stated at historical cost. Deprociation only commences when the asset is availabla for use,

The annual dopraciation rataes are based on tho foliowing estimated average asset lives:

Infrastructure Yoars Qthor Yaars
Water 10-60 Machinery and aquipment 3.20
Seworage 10+ 60 Furmiture and equipmant 2-50
Othar 10- 50 Motor vehiclas 4-20

An anlity shall assess al each reposting date whother there is an indication that the enlity’s expectalions about the residual value and usefu! iife of an asset have changed since the proceding
reporting date. H any such indication exists, lhe ontity shall revise the expecled useful life and/or residual valus accondingly. No longer a requirament to review residual values and uselu lives
each year.

The municipality tasls for impairment where thero is an indication thal an asset may be impaired. An assessmant of whelbar there is an indication of possible irpainment is dong at each
reponting date. Whare the carrying amount of an itsm of property, plant and aquipment is greater than the eslimated rocoverabla amount {or recoverable sorvice amount), il is written dovn
imenediately to its rocoverabla amount {or recoverable servico amount) ard an ingairment 1oas is charged to the Statemant of Flnancial Pedormance - refer to nole 19 for furthor information
on imgairment of assats

DERECOGNITION

Items of Proparly, plant and equipmant are derecognised when the asset is disposed of or whan there are no futhor oconomic benalils of service potential oxpocied from 1he use of the
asset. The gain of loss asing on the disposal or reliremsal of an item of propoty, plant and eyuipmont is detemmined as the difference bstween lho sales proceeds and the carying valus
amnd is tecognised in lhe Statemont of Financial Patfermance

LEASED ASSETS

Leases intenrs of which the municipality assumes substantially all the risks and zewards of ownership ara classilied as frnance lsases. Olher leasos are classiliod as oparaling loases. Upen
inilial recsghilion of assets leased under financa loases, the lpased assot ts moasuted at an amount equal to tha lewer of ils fair value and the present vafua of the minimum lease paymants
Subsoquant to intiat tecognition, lho asset is aceounted for in accordance wilk the accounting policy applicable to thal assst,
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INTANGIELE ASSETS

31

32

33
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4.2
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t

4.3.1

INITIAL RECOGHITIGN

An inlangible assel is an identifiable non-monatary assel wilhowt physical substance. Examplas include compiter software, ficences. and developmant costs. The municipalily recognises an
intangible assat in its Slalement of Financial Posilian onfy when it is pobable that the expscted fidure oconemic bensfils or service potential that are atirbulable 1o the assel will fiow to the
runicipaflity and the cost ar fair valus of the assel can be measured reliably.

internafly generaled Intangible assots are subjocl to strict recognilion criteria boforo lhey are capitalised, Reosearch expanditure is nover ilafised, whilo de © is only
capitalised to Lhe oxtent that;

+ the municipality intonds to complets the intangible asset for use or sale;

il is lechnically feasibls 1o complete the intangible asset;

+ the runicipality has the resources lo complete the projoct; and

+ilis probabla lhat lhe municipality wili receive fiture economic benefits or service potantial,

intangible assels are initially recognised at cost.

Where an intangible asset is acquired by the municipality for no or nominal consideration ({.0. a ron-oxchange transaction), the cost is deemed to bo equal to the fair value of that asseton
lhe date acquired.

Where an intangible asse! is acquired in exchange for a non-menetary asset or monelary assals, or a combination of manotary and non-monatary assets, lhe asset acquired is initially
measured at fair value (tho cost). If the acquired iterm's fzir value was nol determinable, it's desmed cost is Lhe carrying amount of the assel{s) given up.

SUBSEQUENT MEASUREMENT - COST MODEL
Intangitle assets are subsequonily carried at cost less accumalated amortisalion and impaimmants. The cost of an intangiblo assat is amertised aver the useful life where thal useful life is
finite. Whare the usaful ife is indefinile, the asset is not amorised but is subject to an annual impairmant test

AMORTISATION AND IMPAIRKENT
Armodisation ts charged so as to write off the cost or valuation of intangibie assots avor their estimated usefut lives using Lhe straight line melhod. The annual amonisalion rates are based an
lhe foliowing estimated average asset livos!

Computer software and websilas 25 Years

Tha amarisation parod ard the amedisation melhod for an intangible asset wilk a finile usaeful ife are reviewed at each reporting date and any changos are recognised as a change in
accounting estimate in the Statement of Financial Perfarmance

The runicipality tests intangibie assets with finite usefu bves for impaimment where there is an indication that an asset may be impaired. An assaessmant of whethor Lhare is an indicalion of
possible impairment is done al sach reporting date - refer to note 19 for further information on impairment of assets. Where the carying amount of an itern of an intangible assol is grealer
than the estimated recoverable amount {or recovarable service amount), it is written down immediately to its recoverabla amaunt {or recoverabla service amount) and an impainment loss is
charged 1o the Statement of Financiat Perfarmance.

DERECOGNITION

Intangible assets are derecognised whan the asset is disposed of or when thare are no fuher aconomic benofits of service potential expected from the use of the asset. Tha gain or kss
arising on the dispasat or retirernent of an intangible asset fs determined as the diff; boh the salos ds and the carying value and is recogrised in the Statement of Financiaf
Performance.

HERITAGE ASSETS

INITIAL RECOGNITION AND MEASUREMENT
Heritage assets are assels lhat ars normally hold indefinitoly for thoir tnique cullural, enwvironmermial, hislorgal, nalural, sciertific, technologicat ar artistic significance fer the benefit of future
generalions.

Conrtain haritage assels are described as inalienable items thus assets which are retained indefinitely and cannot be disposed of wilhout consent as required by law or etherviso

Horitage assels aro recognised as an assel when;
+it is probable that Nidure economic benafits or service potentia! associated wilh Lhe assel wili to tho municipality; andg
+1ho cost or fair value of the assat can be maasured reliably.

IT the municipality hoids an asset thal might be regarded as a harilage assel, but on inilizl recognition, the assot doas nol meal lhe above recognition critatia because it cannel be measured
refiably, relovant and uzeful informalion about the heritage asset is disclosed in the notes o the financial statemants.

On tho date of initial recognition, heritage assets are measured at cost. Where a heritage asset is acquired through a non-oxchange transactlion, the cost is its fair value as at the date of
acguisition

SUBSEQUENT MEASURERENT - COST MODEL
After recognition as an assel, a ¢lass of herilago assels are camed al its cost less any accumdiated impairment lesses

DEPRECIATION & IMPAIREMENT
Hentage assels are not depreciated. The municipality assesses at each reporling date whother lhare is any indication that a hentage asset may be impaired - refer o note 13 for further
information on impairment of assels.

In assessing whether there is an indication that an asset may be impaired. the municipality considers, as a minimum, the following indications:
Extarnal sources of information.

{a) During Lhe pariod, a heritage assst's markel valus bas declined signficantly more than would be expacted as a result of the passage of timo or normal use

{b) The absonce of an active market for a revalusd honilage assel.

5.3.2 Internal sourcos of information

4.4

{a) Evidance is available of physical damage or doterioration of a heritage asset
[b) Adecision to hak the construclion of tha heritago assel before it is complete or in a usable form,

DERECOGNITION

Tha camying ameunt of a hertage assstis dorecognised on disposal, or whan no fidure economic benefits or service polertlat are oxpected from its use or disposal. The gain of loss ansing
{rom derecognition of a herlage assel is dolermined as Lho differance betwoen the nal disposal procaeds, if any, and the carrying amounts of the heritago assat. Such dillerence is
rocegnised in surplus or doficit whan 1he hontage asset Is derecognised.
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INVENTORIES

INITIAL RECOGNITION

Inveniories comprise cument assels hekd for sale, consumelion or distribution during Lhe ardinary course of business.  laventories ara initially recognised at cost. Cost gonerally refers to the
purchase price, plus laxes, transport costs and any other costs in bringing he invenlenes 1o their cument location and condition. Whare i tary Is manul; d, cor ed ar p d,
the cost includes tha cost of labour, materials and cverheads used during the manufacluring process,

Where inventery is acquired by the mumicipatity for ne or noménal ion {ie a hange ¢ i the cost is deemed to be equal to the falr value of the ilem on the date
acquired,

SUBSEQUENT MEASUREMENT

Inveniohes, conslsling of consumabls slores, raw materials, work-in-progross and fnished goods, are valued at the lowor of cost and net realisable valus unfess thoy are to bo distribited at
no of nominal charga, in which case lhey are measured at tha war of cost and current regfacement cost. Redundant and stow-moving inventories are idertified and written down in this way.
Dilferences arising ot tha valuation of inventory are recogrised in tho Staterant of Financlal Perfermance i (ko year in which they aroso. The amount of any reversat of any wiile-down of
inventories arising from an incraasa in net reafisable value er currant roplacemant cost is recognisad as a reduclion in the amount of inventories recognised as an oxpense in tha period in
which the revarzal oecurs

The carrying amount of inventories is recognised as an expense in the pariod that the inventory was sold, distributed, written off or consumed, undess thal cost qualifies for capilalisation lo
tho cosl of another assot.

The basis of aloeating cost lo invenrtory items s Lhe waighled average mathod

WATER INVENTQRY

Waler invenlory ropresenis waler housed in reservoirs wilhin ihe municipal area and is measured al the lower of cost, which is deemed o ba Tair value, and net realisable valus. In the
absence of a market Lhat trades in water oulside of ocal govemment, Lhe fair value utised to quantify waler inventory is based on Lhe unil reference value. The unit reference valua is a
determined by a formula that is Wtilised inthe engineering depadmant to calcilate he development cost of new waler resources

Readings of water lovels are faken af year-end, which is quantified at the above fair value

Waler and purifiod effiuant are maasured at the kowost of puriied cest and not realisable value insofar as it is stored and contrafied In roservoirs at year-end.

6 {NVESTMENTS IN CONTROLLED ENTITIES
tn the municipality s separata annual financiat s, WS in ontities are imdasured at cost.

7 FINANCIAL INSTRUMENTS
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IHITIAL RECOGNITION
Afinancial inslrument is any conlract that gives nise to a financial asset of one entity and a financial liabifity or residual interest of ancther entity. A financial asset is:
cash;

A financial fiability is any lhability that is a contraciual obligalion to

deliver cash or another finangial assel to another entily. or
axchange ial agsels or iat habililies with anethor entity under conditions that ars polentially unfavourable lo the antity

Finangial instrumants are initially recognised whan the municipality becomas a pary to the contractual provisions. Financial assets are recognised using rade dale accounting

INITIAL MEASUREMENT

Financia! Instrumants ate initially measured al fair vafue and plus transaclion costs for financial instruments at anonised cost or cost. Fair valuo is usually the transaction cost at the dale of
recognitien, For financtal instruments at ametised cost, if the transaclion cost is not market related L.o. no intorest is charged for deferred payments or when the account 1s overdua, or
interosl charged Is at below- matket relaled rate: the municipality determines the fair value. The fair value is the present value of the expected future cash flows, without taking inle account
any futute losses or ha possibilty of defaull, discounted using a market rolated interest rale, adjusted for credit risk aver the axpocted bl of the financial instrument. For financial instruments
at falr value, the fair valua is delerminad based on quoted prices in an aclivo market, H there is no active markst, it is determined using vafuation technigues. For financial Instruments at cost,
the fi fal ir is only m d at cost if tha fair value can not be measured reliably. Where a financial instrument contains both a ability and a residual inlerest companent, the
municipality aliocates the instrumert info its componont parts. The municipafity recognises 1he fability at its fair valua and recognises the residual interost as the difference between the
carrying amount of the instrument and the fair valua of the liability component. No gain or loss s grised by the ir into its components

SUBSEQUENT MEASUREKENT

Financial assels and kiabilities are subscequently moasured either at fair valua, or amortised cest or cost using tha foliowing categaries:
(a} Financial instruments at fair value

(b) Financial instruments al amortised cest

ic) Financial inatrumants ot cost

FIRANCIAL INSTRURENTS AT FAIR VALUE

Finencial instrumanls at fair value comprise financial assels or financial iabifties that are denvalives , i il that are desi d at fair value, instrumants heid for trading ,
financial instrumerts 1hat do not meet the definilion of fnancial instrumernts at amodised cost or financial instruments al cast and nen denvative financial assels o financial babibtias with fixed
ar d inabla pay that ara i ak fair value at initia! recognition. Financial instrument at falr valuo are subsequontly maasured at fair valua with changes in fair valua
recognised in surplus or deficit.

FINARCIAL IHSTRUMEMNTS AT AMCRTISED COST

Financiat inatruments at amortised cost , aro non-derivative financial assels or lnancial labilities that have fixed or determinable payments , exchuding thase tha municipality designatos at fair
valua at tnitial recognition or are hek for lrading. Financial instruments al amortised cost are subsequently measured at amodised cost using effactive interest rata mathed. Tha offactive
imterost rate is the rate (hat exactly discounts the eslimaled cash flows d wilh the financial ir thwough the exp dlife of the ir {or in suma cases a shorer pariod)
{a the net camying amount at initial recognilion. Financial assels are subjecl to annual impairment review. Refer to note 7.6 for details on impaimant and unceliectability of Enancial assois

FINANCIAL INSTRUMENTS AT COST

Financial inslruments at cost are investments in residual interests that do not have a quoted market price in an active markel, and whose fair vafuo cannot be reliably measured. Finansctal
inslrumants at cost are subsoguently measured at cost if the fair value cannol be roliably doterminad

Financial as56ts aro subject to annual impairment review. Refer e noto 7.6 for details on impairment and uncollectability of financial assels.

RECLASSIFICATIONS

The rmunicipakity does nal reclassify a financial instrumont when it is issued or hold , except for a combined instrument that is required ta be maasured at fair value or an investment in rosidual
inforest subject to certain requirements.

GAINS AMD LOSSES
Gaine and losses on fair value maasurements reclassifications . impaiment , derecognition are recognised in surplus or dalicit.



7.6 IMPAIRMENT AND UNCOLLECTABILITY OF FINANCIAL ASSETS
Financial assots are subject to annual impairmenl review as foliaws:

7.6.1 FINANCIAL ASSETS AT AMORTISED COST

For financial assets at Hised cosl; tha municipality whethor Lhar 18 any objective evidence that a financial asset or group of financiat assets is impaired. Il tharo 15 cbjective
ovidence that an inpairment koss on a financia! asset has baen incurred, the kss s recognised in surplus or deficit. The munclpality assessos financial assals individuatly, when assets are
indivicually significant, and individually or collzclively for financial assets that are not individually sigrilicant. Where o objactive ovidence of inpairroent oxisls for an individeally assessed
asset, (whether individually significant or nct), an entity includes Lho assels in a group of financial assals with similar credit risk characteristics and collectively assess tham for impairment.
The impairment loss is the difarence between the carrying amount and the present value of estimated future cash flows discaunted at the original effective interost rate. Tho impairment bss
is recognised in surplus or delicil by reducing the carrying ameunt eilher directly or thraugh the use of an allewance account. i, in a poriod after an impaimment Joss has been recogalsed,
ovants accur or circumatances change that indicate that the impairment loss recognised in a previous periad should be d, the muni lity r K the imaainnent koss praviously
rocognised eilher directly or by adjusling an aflowance account.

7.6.2 FINANCIAL ASSETS AT COST
For financial assots at cost; tha municipality assasses whalhar thare is any objactive ovidence that a financial assel is impaired. H there Is objactive evidepce that an impalmnent loss oha
financial assal has been incurred, the koss is recognised in surplus or deficit. The impairment kess is the differance betwoen the carying amount and the present valus of estimated fulure
cash {low discounled at the current markst rale of retum for similar financial assels. Tha impaimen! less is recognised in surplus or deficil by reducing the canrying amount direclly. The
irmpairment loss is never reversod in subsequent periods.

7.7 DERECOGNITICN

1.7.1 FINANCIAL ASSETS
The municipality defecognises linancial assets using lrade dale accounting. The municipalily di grisas a fi | assot only whan

{a) the contraclual rights to the cash flows from lhe financial asset expire, are settled of waived;

{b} the municipakty lranslars to another party substantially all of tho sisks and rewards of ownership of the financial agsel; or

{c} the municipatity, dospile having refainad some significant risks and rewards of ownership of the financiat assel, has iransferred control of the asset to another pary and the olher party
has the practical abilly io sell the asset inils ontirety fo an unrelated third party. and is able lo exercise that abiity unilaterally and wilhout needing to impese additional restrictions on the
fransfer. In this case, the municipality shalt

(i) darocognise the assel; and

(i) recognise separately any rights and obkgations created or relained in the transfar

7.7.2 FINANCIAL LIABILITIES
The municipality ramoves a financial fabikty from its statement of financial position whan , and only, it is exlinguished . A financial ability is extinguished whan the deblor silher.
(2} Discharges the liability by paying the credilor, pormatly with cash, othar financial fiabilties , goods or services.
{b] Is lagally released from primary responsibility for the labéity eithar by process{ expires) of law or by the creditor ( cancelied). if the debtor has given a guaranteo , this condilion may stil
ba met.
{c) Waives Lhe debt or il is assumed by anclher munisipality by way of a nor- exchange transaction.
Intorest, dividends or similar distributions | losses and gains relating to a financial instrument or a componant that is a financial fiabilty should be recogniscd as revenue or expensa in surplus
or deficil. Afipancial assel and a financial #ability should be offsetl and the net amount presented in the statement of financial position when ard when , the municipality:
{#} Cumrently has a fegally enferceabls right to set off the recagnised amounts; and
{ii} Intends either to seftle on 2 nat basis, or te realise the assel and seftle the liabifity simutanoously

B FOREIGH CURRENCY TRARSACTION

Transactions in foreign cuerencies are transiated te the functional curency of the municipality at exchange rales at the dates of the transaclions.

Monetary assols and kabilities denominated in foreign currencies at the reporting date are d te the functi curréncy al the exchanga rate at that date. The forign currency gain
or $oss on monotary itams is the difforence betweon amorised cost in the functional cumrancy at the beginning of tha periad, adjusted lor effective intorast and paymants during the peried, and
tho amortised cost in forelgn currenty ranslated at the exchange rate at the ond of tha reporting period

Nar-monotary assets and fabiities dencminated in foreign cutrencies thal are measurad at {alt valuo are ratranslated to the functional curtency at the exchange rate at the dam that the fair
valua was delermined. Foreign corrency dilferences atizing on retransialion are recognised in surplus or defict, except for differences arising an the retranslation of a i '
fnancial instrumants, which aro zecognised in net assets.

Nor-monalary items that are measured in torms of historical cost in a fareign currency are translated using the exchange rate at the date ef the transaclion
Cash flews arising from fransactions in a fareign cumency are recorded in Rands by applying 1o the fareign cumency amount tha exchange rate bebween the Rand and the foraign cuency at
the date of the cash fiow.

9 URAUTHORISED EXPENOITURE
Unauthorised expenditure is defined in seclion 1 of the MFMA as lofiows:
“unaulhorised expenditure®, in relation 1o a municipality, means any expsnditure incurred by a municipality olherwiso than in accerdance with section 15 ar 11(3), and includes—
{a) overspending of the tolal amount apprepriated in the municipality's approved budget.
(0] overspanding of the Iota! amaunt appropriated for a vele in the approved budget,
{&) experdilure lrom a vete unrelated ta the departmont or functional area covered by the voto,
{d} expenditure of money appropriated far a specific purpose. otherwise than for that spacific purposo;
[o) spending of 2n afiecation refemred te in paragraph {b). (¢} or {d} of the definition of “afiocation” otherwise than in accard, wilh any ditions of the afincation; or
(f} a grant by the municipaily clherwise than in accordance with this Act

9
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IDEHTIFICATIONR AND INTERMAL REPORTING
Unauthatised expanditue is through tha muni ity's il syslam application contrels. On identification of the unauthonised oxponditure dus to ovorspandirg on specific vates,

1he relavard Haad of departmant Is notiied, where funds ate available on olber voles within the directorate, viremenis are made withint the provisions of Lho viremant poficy. If afler the
provislons of lhe virement policy are applied, the unautherised expsnditure s1il remaingloxist, it is recordad in the unauthorised expanditure register and reperted to the accounting officor,
mayor and council in tarms of MFMA soction 32

9.2 COUNCIL DECISION AHD ACCOURTING YREATHENT

Unauthorised expenditure thal is incurred before the adjustment budget process is finalised is condoned by council through the adjustmant budget. Unauthorised expenditure that is incuned
alter lhe adjustments budget is reflerred 1o the Municipat Public Accounts C (MPAC] for investig v and recomrendalion te councit. Whore MPAC afler invesligation, recommends
1o councit to cefify 1he unauthonised expenditure as imecoverable and write - off, the unautharised expanditure is discised in tha noles Le Lhe fi al as by council
Whaore MPAC determines after investigation, thal the ur ised expandilure must be recovered fromihe relavant offictal, the unauthorised expenditure is recognised as an asset {debtor)
in tha statemant of financial pasition and alse disclosed in the unauthonsed expenditure note as unawhorised expendiiure incurred in the cument finznctal year.

9.3 EXTERRAL REPORTING

The ting cticar of the icipalily promptly informs the mayer, tho MEC for lecal government in the provinge and the Awditor - General, in wnting, of:
{a) Any unautharised expenditure incurred by the municipalily.
{b} Whather any parson is responsible or under inv ian far such unauthonised exponditure, and

(¢} Tha stops ihat have been takon-
{i} To rocover or rectify such expenditure, and
{ii) To prevent a recurrence of such expendilure

10 IRREGLILAR EXPENDITURE
frregular expenditure is defined in seclion 1 of the MFR4A as foliows:
“wragular experditure”, in relation lo a munisipality or munisipal entily, means—
{a} expenditure incurred by a municipality or municipal enlity in contravention of, or that 15 rot in accordance with, a requiremant of this Act, and which has nel boen condoned in terms af
section 170,
{b} expendiure incurred by a municipality ar municipal entity in cantravention of, or thal is not In accordance wilh, a requirerment of the Municipal Systems Act, and which has not boen
candened in lerms of that Act;
{c} mxpandilure incurred by a municipalily in contravention of, or thal is net in accordance with, a requirement of the Public Office-Boarers Act, 1998 {Act No. 20 of 1998); or
(d) expendiure incumed by a municipality or municipal entily in contravention of. ar thal is nol in accordance with, o roquirement of tho supply chain mar policy of the ity or
omity or any of the municipality’s by-taws giving efleet 10 such policy, and which has nol beon condonad inlerms of such policy or by-law,
but oxeludes expondituze by o municipality which falls within the delinition of “unauthonsed expanditure™
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IDERTIFICATION AND INTERNAL REPORTING

Every sxpendituro iterm is reviawaed boafore paymant is made to identilfy any instances of non-conpliance with the relovant Acts and supply chain went policy of the
Whore an exporditure item is identilied as irregular expanditure, it is recorded in the imegular expenditure register and reportod 1o 1he accounting officer, mayer and coungil in tems ofMFMA
soction 32.

COUNCIL DECISION AHD ACCOUNTING TREATMENT

Iregular expenditure reported lo council is refered to the Municipa! Public Ascaunts C: (MPAC) lor investigation and wlation to council Whare MPAC after investigation,
tacommaends lo councit 1o corlily the iregular expendiluro as imecovarable and wille - off, the irregutar expondilure is disclosed in the notes to the financial statements as certified and writlen -
off by council as inecovarablo. Whare MPAC dolermines alter invastigation, that the imegular expsndilure must ba recovered from the relovant official, the irregular expenditure is recognised
a5 an assst {doblor) in the statement of financial position and also discksed inlha inegular expenditure note as irreqular expendiure incured in the curent financlat year,

EXTERNAL REPDRTING

Tho accounting officer of the municipalily promptly informe the mayor. the MEC for local government in the province and the Audiler - Genaral, in wrlting, of:
{a) Any irregular expenditure tncurred by the municipality;
(b} Whother any personis r ibie ar under investigalion for such irregular expenditure, and
{c} The steps that have been laker-
{i) To recaver ar rectify such exponditure; and
{ii) To prevent a recurrence of such expanditure

FRUITLESS AND WASTEFUL EXPENDITURE
Fruitless and wastelul exponditure is defined in section 1 of the MFMA as folows
“fruitless and wastelul expendilure” means expanditure that was made In vain ard wouk! have boen avoided had reasonablo care been exercisod.

IDEHTIFICATION AND INTERNAL REPORTING
Every expenditure item is reviowed before payment is made to identify whathar it meets the definition of {ruillzss and wasteld expanditure. Whore an exponditure itemis identified as fnitless
and wasteful expanditure, il is recorded in Lho fruilless and wastelul expendituro rogister and reporied to the accaunting officor, mayer and council in terms of MFIMA section 32,

COUNCIL DECISION AND ACCDUNTING TREATMENT

Fruitless and wasleful expendilure reparted to counci! is referred to the Municipal Public Accounts Committee (MPAC) for investigalion and recomimendation to council. Where MPAC alter
investigalion, recommends fa council to corify the fruilless and waslefud expendilure as irocoverable and write - off, tha fruitless and ul expanditura is disclosed in lhe notes to the
financial slaloments as cerlifiod and written - off by council as irrecoverable. Where MPAC dotermines after investigation, that the fruiliass and wasleful expanditure must be recavered from
the relevant official, the fruitless and wasteful expenditure is recognised as an asset (deblor] in the slatemanl of linancial position and alsa disciosed in the fruilless and wasleful expendilure
rote as fruitless and wasleful expenditure incurred in the current financial year

EXTERNAL REPORTING
The accounling officer of 1he municipality promplly informs the mayor, tha MEC for local govemment in the province and tha Abditor - Genoral, in writing, of.
{a) Any irregular expenditure incurad by the manicipality;
{b} Whethor any person is responsible or under invostigation for such lnatless and wasteful exparditure; and
(£} Tho stops that have boen taken-
{i} To recover or ractily such expendilure;, and
{ii) To prevonl a recurrence of such expenditure

PROVISIONS

Provisions are recognised when lhe municipality has a presont or construcliva obligalion as a resul of past avents. il is probabie that an cutflow of sesourcos embodying econcmic benefits
will ke required te settle Lha obligation and a reliable oslimale of the provision can ba made. Provisions are reviewed al reporting date and adjusied to rellect the current best estinata. Whore
the elfest is material. non-cument provisions are discounted 1o Lheir present value using a pre-tax discount rate that reflecls the markel's current assassment of the lime valus of monay,
adjusted for risks specific to the ability (for example in the case of obligations for the rehabilitation of land)

The municipafity daes nol recognise a conlingont fiability or conlingent assel. A cortingen! fiabifity is disclosod unless the pessibifty of an outliow of rosources embodying economc benelits
is remele. A centingent assel is disclsed where an inflow of ecanomic benefits is probabia.

Future evons lhat may affact the ameun rogquired to sottlo an obligation are reflacted in the amount of a provision where thero is sulficien! objaclive avidence that they will oceur. Gains frem
1he expoctad dispesal of assets are ot taken inte account in measuring a provision. Provisions aro nel recognised for fulure operating losses. The present obfigalion under an onerous
contract is recognised and measired as a provision.

A provision lor restructuring costs is recognised only whan the following criteria over ard abave tha tion criteria of a provision have been mat:

{a} The municipalily has a delailad formal plan for the restructuing idantilying at least:

{B) Tha municlpality has raised a valid expectation in those affacted that & will carry out the restrucluning by starting to implement that plan or anneuncing its main fealures to those affected by
it

LEASES

MUNICIPALITY AS LESSEE

Leases aro chsssified as finance leasas whare subslantially all tho risks ard rewards assosiated with ownership of an assef are lransfarred o the municipality. Proparty, plant and aquipment
or intangible assels subjoct to finance lease agreemants aro inltially rocognisod at the owar of the assal's fair value and lhe prosent value of the minimum lease payments. The
corrasponding kabiilies ara inilially recogrised at tha inceplion of the lsase and ate measuned as the sum of the minimum laase payments dus inlerms of tha leaso agreoment, discountad for
lha affact of interast. In discounting the lease payments, the municipalty uses the interast rato that exaclly discounts the fbase paymanls and unguarantaod rosiduat valua to the fair value of
Lho asset plus any direct costs incurred

Subsequent fo intial recognition, the leased assets are accounted for in accordance with the stated accounting pelicies applicable to proporty, plant, equipmant or intangibles. The lease
iability is reduced by the leasa payments, which are aliocated between the lease finance cost and the capital repayment using the clfottive interost rale melhod. Loase financo cosis are
expensed whan Tneured. The accounting policies relating to deracognition of financial instrumenls are applicd te lease payables. Tho loase asset s doprocialed over the shorler of the
assol's usoful life or the leaso lorm.

Operating lzasos aro these leases that do not fall wilhin the scope of the above dofimition. Operating Isase ronlals are accrued on a straight-ine basis over the lermof ihe rofovant lease
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Under a finance lease, the munisipality recegnises lhe Jaase payments 1o bo recoived in terms of a loase agreemaent as an asset {recoivable). The receivable is calculated as the sum of all
tho minimum laase pay to be ivad, plus any ung d residual accruing 1o the municipality, discounted ot the interest rate implicit in the lease. The receivable is reduced by the
capital pation of tha laase instalments recaived, with tha interest portion being recegnised as interest revenue an a tima proporlionata basis. The accounting poficies relaling to darscognition
and impairment of financhal Instiumants are appliod to loase recaivablos.

Rental income from operating leases is recagnised on a straight-fine basis over the termaf the ralevant lease
Tha tariff in respect of sewarage is based an the valua of cansumption used [romana point of mater supply

REVENUE
REVENUE FROM EXCHANGE TRANSACTIONS

Revenue from exchange transactions refers to revenus that accrusd to the municipalily directly in retum for services rendared / geods sokd, the value of which approximates the consideration
rocalved o receivabla.

Service charges relaling to wator are based on consumplion. Mataers are road on a monthly basis and are recognised as revenua when inveiced. Provisional estimates of consumption are
made monthly whon maler readings hove not baen performad. The provisional estimates of consumptian are recognised as revenua whan inveiced. Adjustments to provisional astimates of
consumgtion are made in the involeing perod in which maters have beon read. Theso adjusiments aro recognised as rovenuo in the invoicing period, Further adjustments are made lo take
inte account staggered tanfls where appliicabla. The estimates of consumption bolween metar readings are based on § months avarage reading history.

Service charges from sewsrage and sanitation are based on the value of consumption used from one paint of mater supply and this is set out in 1he lanfis of charges approved by Council,

Revanua lom lhe sale of waler prepaid metor cards is recognized based on consumption except whare a reliable estimale cannot be made alter every reasonastle offort 1o gather appropiiate
informalian had been mada. In theso 1AVONLUQ i5 e ized at the poinl of sala.

Interest revenus is recognised on a time proportion hasis.
Revenua lrom Lha rantal of facililies and oguipment is rocegnised on a slralght-ing basis ovor the larm of the lease agresment
Revenus from lho sale of goods is racognised whon substanlially all he isks and rowards in those goods is passed to the consumar

Revenue arsing ou of siluations where the municipality acts as an agen! on behalf of anclher enlily (the principal) is limted 1o the amount of any fee of commission payabls Lo the
municipality as compensalien Tor exacuting the agrecd sarvices

REVENUE FROK NON - EXCHANGE TRANSACTIONS
Revonue from non-exchange transactions are lransaclions where the municipality receives revenue and provide no or a norénal considaration directy in retum,

Adransaction can be a combination of exchange and trar i In these ir the icipality delerminos what portion of the lransaction fs an exchange lransaction
and what portion is a por-exchange transaction and then recognise it separalely

Mgost non-exchange tr fons that the m lity enters into involve stipulations o fransfered assels are in terms in laws or regulalions, or a binding arrangement, imposed upon the uso
af a transforred asset by entitios external to the municipality. Stipulations can eilher ba inthe formaf cendilions or in the form of restrctions. Far both conditions and restrictions tho
municipality may be required te use the transfered asset for a pariicular purpesa. The municipality uses sub over formio d ina whether a stiputation is a condition or rasiriction
RECOGNFION

An inflow of 1 fram a n We ion, alher than services in-kind, that meols the definilion of an asset are racognised as an asset when all of the following crileria havo
been satisfied

(a} When the resource is controlied by the entity as a result of a past event;
(b} Itis probable that the future ecancmic banefits or service potentiat assoclaled with the rozource will flaw lo the municipality; and
(c) The fair value of the resource can ke measured refiably.

An inflow of resources from a non-axchange transaclion rocognised as an asset is recegnised as revenua, oxcept 1o the extent 1hat a labilily is also recognised in respect of the same inflow
(which is the case when a stipulation is a condition).

Liabikties are racognised for conditions ta bo mat which is attached Lo the transferred asset. The liabilty is discharged and revenue ri ; as lho conditions are satisfi

‘The municipality does not zacognise sorvice in - kind

The municipality recognises revenus from vat refunds an cash basis.

MEASUREMENT
Non-menatary assets such as propery, plant and oquipment, investment proparty and inventory, acquired through a non-exchange Iransaction, are initially measured al its fair value on
acquisilion dale

Manolary assels anising aut of a contraclual agreament, such as cash and roceivables, are initially measured al [air value on acquisition dale
Revenua is measured al the amount equal te the increase in net assets {{.e. the not offect).

The arount recagnised as a fability is the besl estimate of the amount required to settle the present obligation at the repariing date.
Revenue from vat refunds is measured al gross ampunte

BCRROWING COSTS

Borrowing costs that aro diractly altributable 1o the acquisition, construction ar production of qualifying 2sseis are capitalised to the cast of that asset unfess it is inappropriate to do so. The
municipalily coases lhe capitalisalion of borrowing costs when substantially all the activitios to prapare lhe assot for its intended use ar sale are compiete. it is considered inappropriate 1o
capitafise borowing cosls whete the link botween Lhe funds borrowed ard the capitaf asset acquired cannot be adeqt y blished. B ing cosls incurred clher than en qualifying
assets are recognisod as an axpense in surplus or deficil when incumred

EMPLOYEES BENEFITS
SHORT-TERM EMPLOYEE BENEFITS

The cost of shor-lerm emgloyee banafits, (lhose payable wilkin $2 months alter lhe semvice is rendered, such as paid vacation Teave and sick loave, bonuses. and non-menetary benefilts
such as medical care}, are rocognised in the pariod in which the service is rendered.

The expected cost of compensatod absences is rocognised as an expanse as the enployass rendar services that increase their entitlernant or, in lhe case of nen-accumulating absonces,
whan the absence ocours.

The expecled cost of bonus payments is recognised as an expanse when there is a lagal or construclive obligation to maka such payments as a resull of past service or parformance and the
abligation can ba estimatod rofiably.

Liabilities for short-term employes bonefils that are unpaid at y d ate d at the urddi ted amount that the municipality expocls to pay in exchange for that service and had
accumatalod at the reporting dale




16.2 POST- EMPLOYMENT BENEFITS

16.2.1

16.2.2

16.2.3

16.2.4

DEFIKED CONTRIBUVION PLANS
A defined conlribution plan is a plan undar which the municipalty pays fixed contribiions info a scparsle enlity. The municipality has no lsga! or conslructive obigation to pay further
coniributions if the fund does net hold sufficient assels to pay all empleyoes the benofits refsting ke service in the current or prior periods.

The municipality’s contnibutions to the defined ibution funds are established in lerms of the niles goveming those plans. Contributions are recognised in surpius or deficit in the period in
which Lho service is rerderad by the relevant employeos, unless another stardard requires or permils the inclusion of the sontribution in the cost of an asset. Prepaid contribdions are
racognised as an assot to the oxtent that a cash relund or a reduction in future payments is availablo

The expoctod cost of bonus payments is recognised as an expense whon there is a legal or construclive obligation to make such paymants as a result of past service or performance and the
obligation can be estimaled roliably.

Where contribulions 1o a defined contribution plan do not falf due wholly within twelve months after end of the perod in which the employees ronder the rolated service, they are discounted
using a sisk-free rale detormined by reference to market yieks at the reporing dale on governmant bords, or by zeforence to market yiskls on high quality corporale bonds. Tha municipafity
cortributes ta varicus national-and provinciat-administered defined benelit plans on bahalf of ils qualifying employees. These funds are multi-ompleyer plans and are accounted for as defined
contribition plans as there is no consistent and reliable basis avatlable for afocating the obligation, ptan assels and cost to individual municipalities participating in tha plan. The contributions
1o fund obligations fer the payment of retirament banefits are expensed in the year it becomes payable. Those multi-erployar plans are actuariafly valued annually an a nationakar provincial
level using the prajocted unit credit method. Deficits are rocevered through lutmp sum payments or incteased future conlributions on a propottional basis from all participating municipalities.
Payments made to indusiry-managed (or stale plans) relrement benofit schemas are doalt with as delined contribution plans where the municipality's obligation under tho schemes is
aquivalent to those arising in a defined contribution retirement banofit plan

DEFIMED BENEFITS PLANS

A dofined banafit plan is a post-employment benefit plan other than a dalined contribution plan. It delines an amount of banofit that an employoe will recelve on tatiremant. The municipality's
nal obligation in respect of defined benalit plans is caloulated saparately for each plan by astimating the amount of future benalits Ihat srployees have eamned in retum for their service in the
current and prior periods. These benelits are discounted to delerming its prosent value. The amount recognised in the stalement of financial position ropresents the present value of the
defined bonefit obligation as adjusted far unrecognised acluarial gains and kssos and unrecognised past service cosls, and reduced by the fair valus of plan assels.

The discount rata is tha yiold at lho reporting date on AA credit-rated bonds that have malwity dates approximaling the terms of the municipality's obligations and that are densminaled in the
Sama curroncy in which the benefils dre axpacted 1o bo gaid. The caletlation is porfoed annually by a qualificd acluary using the projecled unit credit malhod. When the caleulalion results
in a benefit to tha municipality, the recognised assal is mited to 1he total of any unrecognised past sarvico costs and the present vahm of econemit banefils available in the form of any
fdure refunds from the plan or redugtions in future contributions 1o the plan. In arder to calculale the presert value of economic benefts, consideration is given to any minimum funding
roquirements that apply to any plan in the runicipality. An economic benefit is avaiable {o the municipality if i is zealisable durng the life of the plan, or on setllamant of ika plan labilities,

The expecied cosl of bonus payments is recognised as an expense when there is a legaf or constructive obligation 10 make such paymonts as a resull of past servics or performance and the
obligation can be estimated reliably

When it is virtually cortain that another parly will reimburse soma or alf of {he expenditure required to setlla a delined benefit abligation, lhe righl 1o zaimb: 1 is ised as &

asset. The asset is measured al fair value . In afl other respacls, the assel is lreated inthe same way as plan assets. The expense relating to a dafined benolil plan is prosented as lhu net of
the amoun! recognised for a reimbursement.

When the benofits of a plan are improved, the portion of the increased bonefit relating lo past sarvice by employees s recognised in surplus or deficit on a straight-tine basis over the
average pariod unlil 1he benafits become vosted. To the extent thal the benafits vest immediately, the expense is recognised immediatoly in surpfus or daficit

The municipality immedialely recognises alt actuarial gains and losses arising from delined banefit plans direclly in net assels.

CTHER LOMG - TERM BENEFITS PLANS
Long sarvice awards are provided to employees whoe achieve codain pre-detarmined milestones of sarvico within tho municipality,

The municipakty's not cbligation in respect of long service awards is lhe amount of flure banefil that employees bave eamad in ralum for their service in the current and prior pariods. The
banelit is discourted to determine its present value and Lhe fair valus of any related assois is daducled 1o delermine the net obligation

The discaunt rate is the yield at the reporting dale on AA credil-rated bards that have maturily dates approximaling the terme of the municipality’s obligations . The calculation is performed
using the prajestod unit credit method. Any actuarial gains and lesses are recognised in surplus or deficil in the pariod in which they arise.

TERMIMATICN BENEFITS

Termination benelils are recognised as an expense whan the municipaity is commilled damonstrably, without realislic pessibility of withdrawal, 1o a formal detailed plan to cither terminata
employment before the nermal retirement date, or 1o provide lerminalion benefits as a resull of an offer made to encourage valuntary redundancy. Terméination bensfits for voluntary
redundancios are recognised as an expense if the municipality has made an offer of veluntary redundancy, it is prabable that the effer will ba accepted, and the number of acceptances can
be estimated reliably. if banelits are payable more than 12 months after tha reporing period, then they are discaunted to their present value

VALUE ADDED TAX {VAT)

Tho municipality accounts for VAT on the cash basis. The municipality is bable to aceount for VAT ot lhe standard rate (14%) in lanms of saction 7 {1} {a) of ka VAT Acl Inraspoct of the
sbpply of geods or sorvicos, axcapt whoro the supplies are spacifically 2ero-rated in terms of section 11, exampted In torms of section 12 of the VAT Act or is out of scope Tor VAT purposes.
The municipality accourts for VAT on a monthly basis

IMPAIRMENT OF ASSETS

Primary objective [or cash generating ascels is 1o gonorato a commercial relurn and the primary abjective far non- cash generating asset is service defivery. The municipatity uses tho
foliowing sels of quaslions as a criteria to distinguish batween cash generating and non-cash generating asssts

{a) Was the asset acquired le gensrate a commercial return?

{b) Does the assel cporate independently from ciher assets?

{c} Does the asset generate cash llews independently lrom olher assels?

ifthe answer is yes to all of these quesl then the icipali for the asset as a cash ganerating assat. If the gbove crlaria is nol met, the municipality accounts for Lho assel
as non-cash generating assel

Tha municipalit: at each repording date whather there is any indication thal an asset may be impaired. If any such ind 1 exists, the municipalit limates the recoverable
service amount of the asset.

Irrespoctive of whelher there is any indication of impairment, the municipakity atso
- tosts imtangibla assots wilk an indelinite usefut life or intangible assels ot yet avaitabla for use for impairment annually by comparing its camying amount with its rocoverabla amoynt, This
impairment test is performed during the annual period and at the same lime overy period

if tharo s any indicalion that an assal may be impaired, Ihe recovarablo sorvice amount is estimated for the individual assat. If it is not possible lo estimate the recoverabla servico amount of
the individual asset, tha recoverabla sarvico amount of tho cash-generating unil {o which the assel belongs is determinad

Tho recovarable service amaunt of an asset or a non - cash genarating unit is the highar of its fair valus less costs o soll and its valug in use. The recoverabla carrying amounl is higher of
its fair valus loss cost to sall and its valua in uso

Valug in usé of a cash ganerating assef is detenmined as the prasent value of ths estimaled future cash flows expocied lo bo dedved from the continuing use of an assst and fromils disposal
at the ord of its useful o, Valus inuse of a non cash generating assel is dotermined as (ha presenl valus of the assel's romalning service patontial.

If the rocevaralia sorvice amount of an asset is loss thanits carrying amount, tho carying amount of the assel is reduced to its recovamble service amount. That reduetion is an impairmant
loss

An impaiment oss of assels camied at cosl foss any accunwlpted depraciation or i nis ¢ i ir insupius or deficit. Any impairment loss of a rovalued assat is
treated as a revaluglion decrease

An impatrment fass is recegnised for cash-genarating units if the zecoverablo service amount of the unit is less than tha camying amount of the unit. The impairment loss is aliocated to reduce
Lhe carmying amount of the assets of the unit as foliows:
- to the assets of the unit, pro rata on the basis of the camying amount of aach asset in the unit.

Tha Icipakty al each repotling date whathor lhere is any Indication that an impai 1t fogar
any such indication oxisls, the de servico amounts of thase sssols are ostimatod

g in prior pariods for agssts may no knger exist or may hava decroased.

Tho increased canying amount of an assel aliributabla to a reversal of an impairment kss does not exceed Lha camrying amount that would have boen delermined had no impairment loss
beon tocognised for the asset In prior pariods

A ravorsal of an impaiment kass of assets camed at cost Joss accumulated depreciation or atnertisation is recognised immediatoly 41 surplus or dulicit. Any reversal of an mpaiment loss of
a ravalued asset is ireated as a revaluation increaso
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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY

NOTES TO THE FINANCIAL STATEMENTS

As at 30 June 2018

TRADE AND OTHER RECEIVABLES

Provision far

2 FROM EXCHANGE TRANSACTIONS Gross Balances Bad debts Net Batance 1DM Fotat

Trade receivables R
As at 30 June 2018
Service debtors

Water and Sewerage 273,390,840 186,482,910 86,807,930 86,907,930

Direct Deposits {2.010,795) - {2,010,795) (2,010,795)
Total 211,360,045 186,482,910 84,897,135 84,897,135
Other Receivables
Umngeni water debtor - -
Depariment of Education 5.325,361 5,325,361
Accrued interest 749,373 - 749,373 749,373
llembe Enterprise B - -
Qutstanding deposils 2,073,133 - 2.073,133 2,073,133
Sundry Debtors 10,832,235 15,832,235 10,536,906
Other deblors 4,752,609 - 4,752,609 4,752,609
RD Cheques - - - -
Sundry Debtors - FW Expenditure 76,804 78,804 - -
Acknowledgement of debt - - - -
Vat receivable - - -
Total other Receivables 23,809,514 76,804 23,732,710 18,112,020
VAT is payable on the receipts basis. VAT
i5 paid over to SARS only once payment is
received from debtors.
Tota! Trade and other receivables 295,189,580 186,558,714 108,629,848 103,009,156
As at 30 June
Service debtars

Water and Sewerage 229,180,257 144,325,200 84,855,096 84,855,096

Direct Depasits {B75,772) N (875,772) {875,772)
Total 228,304,525 144,325,200 83,979,325 83,979,325
Other receivables
Umngeni water debtor 67,122 - 67,122 67,122
Department of Education 4,271,492 4,271,492
Accrued interest 291 B 291 il
Quistanding deposits £68,962 - 868,962 868,962
Sundry Debtors 4,151,851 4,151,851 4,151,851
RO Cheques - - - -
Sundry Debtors - FW Expendilure 538,879 533,664 5015 5018
Other debtors 6,557,756 - 6,557,756 6,446,558
Acknowledgement Of Debts 209,513 - 209,513 209,513
Vat receivable 1,446,195 B 1,446,195 1,098,535
Other receivables 18,112,060 533,864 17,578,196 12,847,846
Total Trade and other receivables 245,416,585 144,869,064 101,557,521 96,827,171
Summary of Debtors by Customer Class  Residential Industrial/Comm National and

ercial Provincial
Government
R R R

As at 30 June 2018
Current (0 - 30 days) B8.347.904 1.872.255 2,379.166
31-60 Days 17,189,276 481,361 1,319,814
61 - 90 Days 10,128,801 188,552 1,030,286
S1 - 120 Days 6,401,878 137,460 725,134
121 - 365 Days 13,584,214 98,612 502,944
+ 385 Days 152,084,913 1.458.353 15.358.717
Sub-total 247,736,987 4,337,792 21,315,061
Less: Provision for doubtful debis (186.482,910) - -
Total debtors by customer classification 61,254,077 4,337,792 21,316,061
At 30 June 2007
Current (0 - 30 days) 6,657,275 1,609,961 2,372,573
31-60 Days 6,485.981 520,036 927,292
61 - 90 Days 6,253,168 269,574 773,444
91 - 120 Days 6,087,848 211,925 520,826
121 - 385 Days 6,185,592 190,011 543,909
+ 365 Days 190,180,557 3,078,484 17.969.308
Sub-total 221,850,420 6,079,990 23,107,352
Less: Provision for deubtfu! debts (144,325,200) - -
Total debtors by customer classification 77,525,220 6,079,990 23,107,352
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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS

As at 3¢ June 2018

Water and Sewerage: Ageing
Current (0 ~ 30 days)

31 - 60 Days

61 - 90 Days

91 - 120 Days

121 - 385 Days

+ 365 Days

Total

Reconciliation of the doubtful debt provision

Balance at beginning of the year
Contributions o provision

Bad debls recovered/ Consumer Accounts Adjustmenis

Doubtful debis written off against provision

Waiver of Debt {Mandeni) applied against the provision

Balance at end of year
3 CASH AND CASH EQUIVALENTS

Cash ang cash equivalents consist of the following:
Petty cash and cash on hand

Gredil Card

Bank statement balance

The Municipality has the following bank accounts: -
Water Bank Account

ABSA Bank Account - Durban Branch

Accoun! Number 4057878321 - Current Account

Cash beok balance at beginning of year

Cash book balance at end of year

Bank staternent balance at beginning of year
Bank statement batance at end of year

Salaries Bank Account

Firs! National Bank - Durban Branch
Account Number 62008302385 - Current Actount

Cash boaok balance at beginning of year

Cash book balance at end of year

Bank statement balance at beginning of year
Bank stalement balance al end of year

Main Bank Account

First Natianal Bank Account - Durban Branch
Account Number 508571211546 : Current Account
Cash book balance at beginning of year

Cash book balance at end of year

Bank statement balance af beginning of year
Bank statement balance at end of year
Revenue Bank Account

First Nafional Bank - Durban Branch
Actount Number 62409366722 : Curant Accoun!
Cash book balance at beginning of year

Cash book balance at end of year

Bank stalement balance at beginning of year
Bank stalement balance al end of year
Prajects Bank Account

First Nalional Bank - Durban Branch

Accoun! Number 62046718641 - Current Account

Cash book balance at beginning of year
Cash book balance at end of year

Bank statement balance at beginning of year

Bank statement balance at end of year

inter Bank Transfers

GRAUP IDM GROUP 12|
2018 2018 2017 2017
R R R R
42,699,325 12,699,325 50,839,809 10,839,809
18,990,450 8,990,450 7,933,309 7,933,309
11,347,639 11,347,638 7,296,186 7,296,186
7,264,472 7,264,472 6,820,539 6,820,599
14,185,970 14,185,970 6.919,511 6.919,511
208,902,984 208,502,984 189,370,883 189,370,883
273,390,840 773,390,840 229,180,207 229,180,297
144,859,064 444,850,064 132,337,373 132,337,373
41,676,124 41,676,124 40,241,279 40,241,279
3,039,733 3,039,733 {1.242,820) {1,242,920)
(3.015.207) (3.015,207) (26,476,668} (26,476.868)
186,559,714 186,559,714 144,859,064 144,859,064
44,870 44,000 44,244 44,000
8,640

75,768.796.60  70.658.174.18 6,242,625 5,722,622
75,813,667 70,703,374 5,295,610 5,766,622
24,088 24,088 24,088 (167,665)
24,088 24,088 24,088 24,088
856,768 655,768 856,768 865,025
1,963,162 1,363,162 856,768 856,768
{1,847,676) (1,847,676) 46,022 46,022
1,553,521 1,553,521 (1,847,676) (1,847,676}
32,506 22,508 46,022 46,022
1,572,176 1,572,176 32,506 32,508
4,506,472 1,506,472 (861,487} (861,487)
20,746,862 20,746,862 1,506,472 1,506,472
1523674 1,523,674 10,082 10,082
20,759,130 20,759,130 1,523,674 1,523,674
1,243,347 1,243,347 2,459,601 2,459,601
14,966,407 14,966,407 1,243,347 1,243,347
414,843 414,843 912,060 912,060
12,963,561 12,963,561 414,843 414,843
91 91 212,664 212,664
70,437 70,437 # 91
51 51 34,002,174 34,002,174
95,908 95,908 51 51
. . 881,679 881,679
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ILEMBE DISTRICT MUNICIPALITY ARD ITS CONTROLLED ENTITY

HNOTES TO THE FINANCIAL STATEMENTS

As at 30 June 2018

Enterprise llembe Rocablox - Trust Bank Account

First National Bank Account - Kloof Branch

Account Number 62347813471 - Current Account

Cash book balance al beginning of year
Cash book balance al end of year
Bank statement batance at beginning of year

Bank statement batance at end of year

Enterprise iLembe FNB Main Account - Stanger Branch

First Nalicraf Bank Account -
Account  Number 062337809272 Cumrent
Account

Cash book balance at beginning of year
Cash book balance at end of year
Bank statement balance at beginning of year

Bank statement balance at end of year

1124 First National Bank Account -
Business Investment Desk Branch

Accoun! Number 62602914138 - Call Account

Cash book balance at beginning of year
Cash book balance at end of year

Bank statement bafance a beginning of year
Bank statemenl balance at end of year

Investment Current Account

ABSA Bank Account - Durban Branch
Account  Number 9114547258 : Call
Account

Bank statement balance at the begining
of the year

Bank statement balance at the end of the
year

Investment Current Aecount
FNB Bank Call Account -
Business Nstd : Caff account

Bank statement balance at ihe begining
of the year

Bank statement balance at the end of the
year

Investment Current Account

ABSA Bank Account - Durban Branch
Account Number 9085850633 . Call
Account

Bank statement balance at the begining
of the year

Bank statement balance al the end of the
year

investment Current Account

FNB Calf Account -

Account Number 61085067093 - Cafl
Account

Bank statement balance at the begining
of the year

Bank statement balance at the end of the
year
[1 t Current Acceunt

First National Bank Account - Ourban
Branch

Accournt Number 61085067093 @ Calf
Account

Bank slatement balance al the Hegining
of the year

Bank statement balance at the end of the
year

GROUP
2018

265,219

205,218

205219

205,218

308,223

91

308,223

91

6,563

16111.41

6,563

16111.41

1134

Xy ]

6 362 857

9996 661

DM GROUP
2018 2017

205958
205,219
205,888

205,219

20187
308,222
20187

308,223

6,563

6,563

1134 1180

81 11434

6 362 957 -

9985 661 -
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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS

As at 30 June 2018
GROUP iDM GROUP
2018 2018 2017
R R R
Investment Gurrent Account
First National Bank Account - Durban
Branch
Account Number (2768088746 : Calf
Accaunt
Bank statement balance al the begining
of the year - - -
Bank slatement balance at the end of the
year 14 857 081 14 857 081 -
Investment Current Account
First National Bank
Account Number 62313562308 : Cali
Account
Bank statement balance at the begining
of the year 2011 967 2011 867 -
Bank statement balance at the end of the
year 1108 822 1108 822 2 011 967
Investment Current Account
Firs! National Bank Accoun! - Durban
Eranch
Specify (INVESTEC BANK
(1100435877457)3:Calt Account
Bank stalement balance at the begining
of the year - - -
Bank statement balance at the end of the
year 978 885 978 835 -
Investment Current Account
Rand Marchant Bank Account
Account Number XS021800669 @ Calt
Accoun!
Bank statement balance at the begining
of ihe year - - 235 700
Bank slatement balance at the end of the
year - - .
11.2.1 First Mationat Bank Account -
Business Investment Desk Branch
Account Number 74767676876 Fixed
Maturity Nolice
Cash bpok balance at beginning of year -
Cash book balance at end of year 1,003,710
Bank stalement balance at the begining
of the year -
Bank statement balance at the end of the
year 1,003.710

11.2.2 First National Bank Aecount - Business Investment Desk Branch
Account Number 74767678161 Fixed Maturity Notice

Cash baok balance at beginning of year B
Cash book balance at end of year 4,000,000
Bank statement balance at beginning of year -
Bank statement bafance af end of year 1,060,000

14.2.3 First Natiopal Bank Accaun? - Business Investment Besk Branch
Account Number 74769875781 Fixed Maturity Notice

Cash book balance at beginning of year -
Cash book balance at end of year 805,994
Bank statement balance at beginning of year -

Bank statement balance at end of year 505,994
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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
As at 30 June 2018

GROUP 1M GROUP DM
2018 2018 2017 2017
R R R R
11.2.5 Investec - Grayston Drive Branch
Account Number 1100546992530 Business Tops
Cash book balance at beginning of year -
Cash book balance at end of year 2,078,498
Bank statement balance at beginning of year -
Bank statement balance at end of year 2,078,498
Credit card 8 640
Petly ¢ash and cash on hand 44,870 44,000 44,344 44,000
Total investments 18,209,551 13,305,238 2,019,665 2,043,102
Bank Statement Balance 37,559,246 37,353,937 3,341,282 2,827,841
Cash book balance at beginning of year 2,374,426 1,852,001 2,373,236 1,852,001
Cashbook balance al year end ar,611,454 37,405,315 2,374,426 1,852,001
4 TRADE AND OTHER RECEIVABLES FROM NON-EXCHARGE TRANSACTIONS
Ndwedwe Loca! Municipality {Town Development} - - - -
Deposits 26,350
Department of Water & Sanitation (Emergency DroL - - - -
Depariment of Cooperative Governance & Tradition: 33,197,109 33,197,109 - -
Depariment of Water & Santtalion (MWIG) 2,975,265 2,975,265 - -
Depariment of Water Affairs (RBIG/LTBWSS) 27,423,456 27,423,456
Total Other Debtors 36,198,724 36,172,374 27,423,456 27,423,456
5 OTHER NON-CURRENT FINANCIAL ASSETS
Investmants in municipal entity - Enterprise llembe Develo - 100 - 100
6 INVENTORIES
Qpening balance of inventories: 13,020,058 13,020,058 13,020,058 13,020,058
Consumable stores - at Net Reptacement Cost 12,109,477 12,109,477 12,109,477 12,109,477
Water 910,581 930,581 910,581 910,581
Movements: {5,102,749) (5,102,749) - -
Consumnable stores {5,338,285) (5,338,285) - -
Watar 235,537 235,537 - -
Closing balance of Inventories: $.200,327 7,917,209 13,020,058 13,020,058
Consumable stores 7,054,209 6,771,191 12,109,477 12,109,477
Watsr 1,145,118 1,148,118 910,58 $10,581
7 NON-CURRENT RECEIVABLES
Statf loans 91,164 91,164 257,126 257126
Councilior A Baardman Salary Overpayment 362,102 362,102
Less: Provision for bad debis - {236.494) (236,494)
Total 453,265 453,265 20,632 20,632
These loans were as a resuit of bursarigs
granied o certain staff members as part
of a bursary scheme approved by councit
in previous financial years,
8 INVESTMENTS
Financial Instruments
ABSA zero coupon investment 27,286,429 27,286,429 25,809,873 25,809,873

This investment has bean cedet as
gecurity against the long term loan from
ABSA disciosed in Note 16
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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY

11 HERITAGE ASSETS

11.1 Reconciliation of carrying value

As at 1 July 2017
Cost
Accumulated impairment losses

As at 30 June 2018
Cost
Accumulated impairment losses

11.2 Reconciliation of carrying value

As at 1 July 2016
Cost
Accumulated impairment losses

As at 30 June 2017
Cost
Accumulated impairment losses

As at 30 June 2018
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Moveable Objects Total IDM Tatal
R

205,578 205,578 205,578

205,578 205,578 205,578

205,578 205,578 205,578

205,578 205,578 205,578

Moveable Objects Total

R R

205,578 205,578 205,578

205,578 205,578 205,578

205,578 205,578 205,578

205,578 205,578 205,578




ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
As at 30 June 2018

INTANGIBLE ASSETS

12 Reconciliation of carrying value

As at 1 July 2017
Cost
Prior year error

Accumulated amortisation and imp

Acquisitions
Other Movements
Amortisation

Carrying value of disposals
Cost
Accumulated amortisation

As at 30 June 2018
Cost
Accumutated amortisation and imp:

12 Reconciliation of carrying value

As at 1 July 2016
Cost
Prior year error (note 32)

Accumulated amortisation and imp.

Acquisitions
Other Mavements
Amortisation

As at 30 June 2017
Cost
Accumulated amortisation and imp:

Computer Tofal
Licenses Software IDM Total
R R
3,157,151 2,169,957 5,327,111 5,325,084
8,575,759 7,848,895 14,424,654 14,395,839
(3,418,608} (5,678,938} {9,097,545} {9,070,755)
196,800 - 196,800 196,800
(741,559} - - ~741,559
(622,286} (1,472) {623,758} {622,286)
- 555 535 -
28,816 28,816
(28,261) (28,261)
1,990,108 2,167,930 4,158,040 4,158,039
6,031,001 7,820,079 13,851,080 13,851,081
(4,040,893) {5,652,149) (9,693,042) (9,693,041)
Computer Total
Licenses Softwara DM Total
R R R R

3,395,914 2,172,048  5,536,694.96 5,563,848
4,852,359 7,848,895 12,701,254 | 12,672,439
161,000 - 161,000 161,600
31,267 31,267
(1,648.712) (5,676,847) (7,325,559} {7,300,860)
1,884,400 - 1,884,400 1,884,400
(1,801,162) (2,081} {1.803,253) (1,801,162)
3,157,151 2,169,957 5,327,110.66 5,325,083
6,575,759 7,848,855 14,424,654 14,395,839
(3,418,608} (5,678,938) (9,097,545) (9,0670,755)

28




ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS

As at 30 June 2018

BIOLOGICAL ASSETS

13.1 Reconciliation of carrying value

As at 1 July 2017
Cost
Accumulated amoriisation and impairment losses

Gain on fair value
Amortisation

As at 30 June 2018
Cost
Accumulated amorlisation and impairment [osses

13.2 Reconciliation of carrying value

As at 1 July 2016
Cost
Accumulated amortisation and impairment losses

Laoss on fair value
Amortisation

Carrying value of disposals
Cost
Accumulated amortisation

Impairment loss/Reversal of impairment loss
Transfers
Other movements

As at 30 June 2017
Cost
Accumulated amortisation and impairment losses

Moringa Vineyards Total DM Total
Plantation assets
R R R
390,000 390,000 -
1,710,000 1,710,000 -
{1,320,000) {3,320,000) -
1,400 1,400 -
391,400 391,400 -
1,710,000 1,710,000 -
(1,318,600) (1,318,600) -
Moringa Biological Total IDM Total
Plantation Assets
R R R
- 1,174,400 1,174,400 -
[ 1,084,800 1,710,000 | 2,774,800 H -
-1,064.800 (535.,600) (1,600,400} .
(784,400) (784,400) -
380,000 390,000 -
1,064,800 1,710,000 2,774,800 -
-1,064,800]  (1,320,000) {2.384,500) -
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ILEMBE DISTRICT MUNICIPALETY AND ITS CONTROLLED ENTITY
NOTES TQ THE FINANCIAL STATEMENTS
As at 30 June 2018

GROUP DM GROQUP DK
208 2018 2017 2017
R R R R
14 TRADE AND GTHER PAYABLES FROM EXCHANGE TRANSACTIONS
Trade creditors 89,284,870 88,118,131 123,072,464 121,983,726
Deblors vdlk credil balances 7.504,561 7,504,561 8,307,754 8,307,754
llembe Entarprise 646.698
Staff leave accruat 13.6680,686 13,680,688 12,510,327 11,661,239
Qutstanding Fayments 54,960 54,960 1,894,780 1,894,790
RD Cheques 42,150 42,150 42.150 42,150
Other credilors 75,649,925 76,310,822 79,544,781 78,492,842
Consumer water deposits 5,249,743 5,249,743 5,387,773 5.387.773
13th Cheque 6.479,838 5,251,958 5,500,732 5,508,732
Val payablz 962,012.40 962.012.40 - -
Total creditors 158,908,757 196,821,722 236,269,770 234,300,058
The fair value of trade and other payables approximales their carrying amounis,
15 TRADE AND OTHER PAYABLES FROM NON-EXCHANGE TRANSACTIONS
Unspent Conditional Grants and Receipts
Provincial Township Establishment 1,200,000 1.200.0G60 962,942 862,942
RBIG 14,579,853 14,579,853
Agri Processing Faciliies Ex DCGTA - 1.296.709 -
LED Strategy - 335182 -
Rural Transport $ervice Grant - - -
Grants - Other - 311,073 -
Amacambini Dev Project Ex DCGTA . 757,686 -
WMaphumido Small Town Rehabilitation - 85.955 -
Moringa Tree Plantations - 2,400,001 -
Maphumulo IEC Grant 700,000
Cistrict Grewth and Devalopment Summit- 2018 131,369
Fresh Preduce Market - 278,049 -
Tourism King Shaka Raule . 57,000 -
Growih Summit - 74,33¢ -
Total Unspent Conditfonal Grants and Receipts 16,611,222 15,779,853 6,558,917 962,943
Non-current unspent conditional grants and receipts . .
Current porticn of unspent conditional grants and receipts 16,611,222 15,779,853 6,558,917 962,942
See Note 22 {or reconciliation of grants and receiptis. These amounts are invested in ring-fenced investment until utiised.
16 BORROWINGS
Development Bank of South Alrica 49,195,015 49,196,015 53,281,894 53,281,894
ABSA 30,000.000 30,000,008 31.566.863 31.566,863
79,196,015 79,196,015 84,848,857 84,848,857
Less : Current portion transferred to current liabilities 2,110,760 2,140,760 5,475,551 5.475,551
Development Bank of Soulh Africa 2,110,760 2,110,760 3,908.688 3,808,688
ABSA 1,566,863 1,566,663
Non current partion of borrowings 77,085,254 77,085,254 79,273,305 78,173,305
Development Bank of South Africa
Bearinterest at rates between 9.02% and 11.04% per annum and are repayablz every six months with the fast repayment dee on 30 September 2025.
ABSA Loan
Bears interest at 10.8% per annum, interest is paid quarlerly and the ioan is repayable in 2025.
Refer to Appendix A for more detail on borrowings.
17 FINANCE LEASE LIABILITY
Present value
As at 30 June 2018 inimum lease Future finance of minimum
payment charges |lease payments
Amaunis payable under finance teases R R R
‘Within one year 1,910,578 957,113 953,465
Wilhin twe Lo tive years 2,394 606 442.359 1.902.247
4,305,183 - 1449472 2,855,712
Less: Amount due far settlement within 12 manths {current portion) 953465
1,902,247
Minimum Lease payments GROUP DM GROUP IDM
Capital amount within one year 853,465 953,465 697,471 597,471
Capital amount within one year 1,902,247 1.902.247 13.426.848 13.426.848
2,855,712 2,855,712 14,124,319 14,124,319

The leases are for a variety of motar vehicles and computers equipment that are utifised in (he course of performing the Municipality's powers and functions.

Molor vehicle leases are for three years. The interest rates vary between @ 0% and 15.5%. The termination dates vary between November 2015 and Jung 2017. The leases
are repaig monlhly and include maintenance and make provision far the payment of excess distance travelied where applicable, At the termination of the leases the vehicles

revert to the lessor.

Computer equipment lzases are for three years, The interest rate chargedis linked to the prime rate. The terminalion dates vary between June 2014 and May 2017, The

leases are repaid monthly and inciude maintenance and insurance. At termination of the leases the computer equipment revert to the lessor.
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ILEMBE DISTRICT MUNICIPALITY AND TS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS

as at 30 June 2017
Amaunts payable under finance leases
Within one year

Within two to five years
Adustment

Less: Amount due for setiement within 12 menths {current portion)

Minimum Lease payments
Capital amount within ane year
Capital amoeunt within ane year

As at 30 June 2018

GROUP PM GROUP 1GM
2018 2018 2017 2,017
R R R R
Present value
Minimum lease Futuze finance of minimum
payment charges fease paymients
R R R
14,238,386 112,087 14.124.319
14,236,388 - 112,067 14,124,319
14,124,219
GROUP DM GROUP DM
953,465 953,465 697.471 897,471
1.902.247 1.902.247 13.426.848 13426.848
2,855,712 2,855,712 14,124,319 14,124,518

The leases are for a variety of motor vehicles that are utfised in the course of parforming the Municipality’s powers and funclions, The leases are for five years and 240 000
kilometres, The interest rates vary between 9.0% and 15.5%. The termination dates vary between November 2013 and November 2015. The leases are repaid monthly and
include maintenance and make provision far the payment of excess distance travelled where applicable. Af the termination of the leases the vehicles revert to the lassor,

SERVICE CHARGES

Sale of waler

Sewerage and sanitation charges
Revenue Forgane

Total Service Charges

Sale of water is broken down Into prepaid sales and conventional meters water sales.

18.1 Sale of Water
Prepaid water sales
Conventional meters water sales

Revenue Forgone
Total Water Sales

RENTAL CF FACILITIES AN EQUIPMENT

iLembe Auditorium
Renta! of faciies
Total rentals

INTEREST EARNED - BANK BALANCES
Bank

INTEREST EARNED - OUTSTANDING RECEIVABLES

Interest an debtars

GOVERNMENT GRANTS AND SUBSIDIES

Equitable share

MIG Grant

Other Gevernment Grants and Subsidies
Tolal Government Grant and Subsidies

Equitable Share

Balance unspent at beginning of year
Cureent year receipts

Conditions met - transferred to revenua
Conditiens met

Municipal Infrastructure Grant

Balance unspent at beginning of year
Current year receipts

Conditions met - ransferred to revenue
Adustments and Transfars

Canditions met - balance remain in transter payments debtors [see note 4)

Adustments ang transfers relale lo amounts disclosed on note 31 as a correction of prior year overstatement

22.3 Other Grants

Satance unspent at beginning of year
Current year feceipts

Congiions met « transferred to revenue
Adiustments and Transfers

Conditions met

22.4 WATER SERVICE OPERATING GRANT

Balance unspent at beginning of year
Current year receipls

Conditions met - ransierred o revenue
Adiustmenls ang Transters

Conditions met - balance remain In transfer payments debtors (see note 4}

04,899,255 94,899,255 0,737,351 90,737,351
36.189,103 36.189,103 68.446.025 66.446.025
(837,043 (837.043) {20,545.914) (20,545,914}
130,251,315 130,251,315 136,637,461 136,637,461
42,347 451 42,347 451 24,803,761 24.803.761
52,551,804 52,551,804 565,933,569 65,833,589
94,859,255 94,899,255 90,737,351 90,737,351
(837.043) (837.043) (512.567) (612.567)
94,062,212 94,062,292 90,224,784 90,224,784
9,876 9.676 85,244 13.244
66,087 . . .
75,763 9,676 85,244 13,244
8,359,639 5,086,492 3107.911 2.854.701
15,452,338 15,452,338 18,897,572 18,997 572
419,156,121 419,158,121 373,891,000 373,591,000
208,967.061 208,967,061 186,984,000 186,984,000
172,398.850 171,732,524 202035830 201,656,580
800,522,032 799,855,706 762,914,830 762,531,580
419,456,121 419,156,121 373,891,000 373,891,000
{419,156.121) 1419.156,124) (373.801,000)  ({373.891,000)
{0) (] - -
2 2 (60,856.818) (60,856.618)
180,016,509 180.016.569 186,984,000 196,984,000
(213213.617) (213,213,617 (186,984,000)  {186,984,000)
60.656.819 60.856.819
-33,197,107 33,197,107 2 2
; . 300,000 300,000
- . {300,000 {300,000
" . {0} 0}
- . 2,915,980 2,915,980
58,571,827 58,571,827 . .
(61,547,002) (61,547.002) (2.850.182) (2,850,182)
(65.748) {65.798
(2,975.265) (2,975,265 19) {0}
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{LEMBE DISTRICT MUNIC:PALITY AND TS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
Asg at 30 June 208

GROUP M GROUP DM
2018 2018 2017 2,017
R R R R

REGIONAL BULK INFRASTRUCTURE GRANT - LTBWSS
Balance unspent at beginning of year 0 0 (56,722,601} (56,722.60%)
Current year receipls (27,423,456) {27.423.456) 127,452,160 127,452,160
Conditiens met - transferred to revenue 145,000,000 145,000,000 [125.517.456) {125,517.458)
Adustments and Transfers {102.996.681) {102,956.691) 54.767.896 54.787.896
Conditicns to be met 14,579,853 14,579,853 5] [}
Adustments and transfers relste to amounts disclosed on rote 31 as a caorrection of prior year overstatemant
RURAL TRANSPORT SERVICE
Balance unspent at beginning of year - - 104,801 104,851
Current year receipts - - 2,174,000 2,174.000
Conditions met - transferred to revenue . - {2,049,594) (2,049,594}
Adjustments and Transfers - - (229.298) (229.208)
Conditions met - - (9} 19
TOWN PLANNING GRANT
Balance unspent at baginning of year - - - -
Current year receipls 300,000 300.000 - B
Conditions met - transferred to revenus (300,600) (300,000) - -
Adusiments and Transfers - - - -
Conditicns met - - - -
MUNICIPAL WATER INFRASTRUCTURE GRANT
Balance unspent at beginning of year - - (20,762.,391) {20,762.391)
Current year receipts - - 62,500,000 62,500,000
Conditicns met - transferred to revenue - - (58,500,000) {58,500,000)
Adiustments and Transfers - - 16.762.391 16.762.391
Conditions met - - [143] (0}
PROVINCIAL TOWNSHIP ESTABLISHMENT
Balance unspent at beoinning of year - - 1,166,610 1,166,610
Current year receipts - - - .
Conditions met - transfarred to revenue
Adusiments and Transfers - - {1.166,610) (1,166,610}
Conditions met - - J 0
Adsiments and transfers relate to debtors owed by Department of waler and sanitation (see note 4)
Grant Local Economic Development Strategy Ex COGTA
Balance unspent at beginning of year - - 1.679.953 -
Current year receipls - - - -
Canditions met - transferred to revenue - - {383.250) -
Adjustments and Transfers
Conditions mat - - 1,296,709 -
FRESH PRODUCE MARKET IN STANGER
Balance unspent at beginning of year - - 278,049 -
Current year receipts - M . .
Conditions met - transferred lo revenuve - - - -
Adjusiments and Transfers - -
Conditions still to be met - remain liabilities (see note 15) - - 278,049 -
KWADUKUZA MUNICIPAE INFRASTRUCTURE GRANT
Balance unspent at beginning of year - -
Current year recelpts - - - -
Conditions met - ransferred o revenue . . - .
Adustments and Transfers - - - -
Conditions met - B - -
FINANCIAL MANAGEMENT GRANT
Batance unspent at beginning of year - - - -
Current year receipts 1,250,000 1,250,000 1,250,000 1,250,000
Conditions met - ransferred to revenue {1.250.000) (1.250.000) {1.250.000} {1.250.000}
Adjustrments and Transfers - - - -

Conditions met - -
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LEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
NOTES 7O THE FINANCIAL STATEMENTS
As at 30 June 2048

GROUP oM GROUP
2018 2018 2017

22.14 ENERGY EFFICIENCY AND DEMAND-SIDE

Balance unspent at beginning of year - - -

Current year receipts 6.000.000 6.000.000 -
Conlitions met - transferred to revenue (6.000,000) {6.006.009} -

DM
847

Conditions met - . N

22,15 EXPANDED FUBLIC WORKS PROGRAMME

2246

2247

2218

2419

2220

22,21

2222

22.23

Balange unspent at baginning of year - - -
Currenl year receipts 1,000,000 1,000,000 1,850,000
Condgitions met - transferred to revenue {1,000,600) {1,000,000) (1,850,000}
Adiustmerts and Transfers - - -

1,850,000
(1,850,000}

Canditions met - . .

Grant Disaster Management

Balance unspent at beginnlng of year - - -
Current year receipls - - .
Conditions met - fransferred to revenue - - .
Adjusiments and Transfers - - -

NDWEDWE TOWN DEVELOPMENT

Balaace unspent at beginning of year {962,942) (862,942) (6.813,833)
Current year receipts - - 10,816,737

Conditiens met - iransferred io revenue - - (3,534,155)
Adustments and Transfers {237.058) (237.058) (1.431.691)

(6.813.,633)
10,816,737

(3,534,155)
(1.431.691)

Conditions met - halance remain in transfer payments dabtors {$ee note 4) (1,200,000} 11,209,000} {962,942}

(962,942}

Grant Amacambini Dev Project Ex DCGTA

Balance unspent at beginning of year - - (757,668)
Current year receipts - . -
Conditions met - fransferred to revenue - - -
Adjusiments and Transfers - .

Caonditions still to be met - remain liabilities {see note 15} - - {757,6686)

DROUGGHT RELIEF GRANT - NATIONAL DISASTER MANAGEMENT GRANT {DWS)

Balance unspent at beginning of year - - {1.849,693)
Current year receipts - - -
Conditions met - ransferred to revenue - - .
Adjustments and Transfers - - 1,649,693

(1,849,893}

1,849,693

Gonditions still to be met - - 0

(i)

DROUGHT RELIEF GRANT - NATICNAL DISASTER MANAGEMENT GRANT {COGTA/NDMC)

Ralance unspent at beginning of year - - -
Current year receipls

Canditions met - transferred to revenue - - -
Adjustments and Transfers -

Grant local Economic Development Strategy Ex COGTA

Balance unspent at beginning of year - (335,182}

Current year receipts

Conditions met - ransferred to revenue

Adjustments and Transfers

Conditions stitl to be met - - (335,182} -

Growth Summit

Balance unspent at beginning of year - {74,330}
Current year receipls

Conditions met - transferred 1o revenue - .
Adjustments and Transfers

- - {74,330} -
Grant Eembe District Munlcipallty - Tourism
Balance unspent at beginning of year 501,253 286,805
Current year receipts 1.636,951 1.070,403
Conditons mat - ransferred to revenue -2,138,205 {856,044}
Adusiments and Transters - -
Conditions still to be met - remain liabilities (see note 15) [()] - 501,253 -
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{LEMBE DISTRICT MUKNICIPALITY AND ITS CONTROLLED ENTITY

NOTES TO THE FINANCIAL STATEMENTS
As at30 June 2018

GROUP

22,24 Maphumulo JEC Grant

Balance unspent at beginning of year
Current year receipls

Conditions met - fransferred to revenus
Adjustments and Transfers

Conditions stii to be met

22,25 Development of SMMEs

Balance unspeat at heginning of year
Current year receipls

Cenditions mat - transferred to revenue
Adiustments and Transfers

Conditions met

22.26 Grant Maphumule Small Tewn Regeneration

Balance unspent at beginning of year

Current year receipls

Conditions met - fransfered to revenue

Adustments and Transfers.

Conditions stiil to be met - remain liabilities (see note 15}

22.27 Grant Moringa Tree Planiation

Balance unspent at beginning of year
Current year receipts

Conditons met - transferred te revenue
Adustments and Transfers

22.28 District Growth and Development Summit 2018 - COGTA

Balance unspent at beginning of year
Current year receipis

Conditions met - transferred 1o revenue
Adjustments and Transfers

Conditions stili to be met

22.29 Projects Ex 1DC

Balance unspent at beginning of year
Current year receipts

Conditions mat - ransferred to revenue
Adiusiments and Transfers

Conditions still to be met

22,30 12,17 Tourism King Shaka Route

Balance unspent at heginning of year
LCurrgnt year receipts

Conditiens met - transferred to revenue
Adustments and Transfers

2018

700,000

DM
2018

GROUP
2017

IGM
2,017

700,000

500,000
-500,000

85,965

85,565

2,400,001

2,400,001

300,000
-168.631

131,369

15,836

(15,835}

5

87,001
(54.800}
{2,200}

57,601

7,001

Adiusiments and transfers relate to amounts owed by the Depariment of Water and Sanitation, for which a deblor has been created.

22,31 Grant fembe District Municipality - LED

Batance unspent at beginning of year
Current year receipls

Conditions met - fransferred to revenue
Adjustments and Transfers

22.32 Unconditional IDM Grant
Balance unspent at beginning of year
Current year receipts
Conditions met - transferred to revenue

23 OTHER INCOME, PUBLIC CONTRIBUTIONS AND DONATIONS

23.1 Otherincome
Tender Documents
Telephone recovered
Clearance ceriificates
Privale developers
Siza Water Concession
Department of Education
LG Seta Income
Enterprise fembe
Shared Service
New gonnections
Vat Refunds
Clher income

108,988
3,363,000
(3.582.989)

24177
3,000,000
(2.824,178)

199 939

17,417,981
(17.417.981)

460,192

1,312,508
2,140,643

4,066,152

320.281

460,192

1,312,108

2,140,643

696,893
4,066,152

246.49G

123,653

1,084,305
1.805.382
2027687

19.465

2,314,913

3.092.811

123,653
1,084,305
1.805.382
2,027,687

191,465
677,983
2,314,913

3,045,773

8,295,388

8,922,486

8,640,216

9,271,161
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LEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY
MNOTES TO THE FINANCIAL STATEMENTS
As at 30 June 2018

GROUP IOM GROUP DM
2018 2018 2017 2,047
R R R R
23.2 Fines and Penalties
Ifegal Connections 86,551 86,551 - -
Waler Tampering 202.259 202,259 - -
Atmospheric Emission 77,800 77,800 - -
Disconnections 13,628 13,828 - -
380,438 350,438 - -
23.3 Public contributions and donations
Loss an sale of assels 379,364 340,819 4,355 4.355
Gian on sale of assets {24,668) (24,668)
Total pudlic contributions and donations 379,364 340,519 (20,314) -
23.4 Sale of Produce
Supply of vegatables - NSNP 16,031,479 9,055,559
Wine sales 47,778
18,079,756 - 3,055,559 -
‘The entity has a contract wilh lhe Department of Education (DOE) for the
supply of vegetables 1o schoals within iLembe District. DOE and the Enlity
signed a 3 year SLA commencing on 1 Jufy 2017
24 EMPLOYEE RELATED COSTS
Employee related costs - Salaries and Wages 132,579,646 120,036,226 129,368,296 118,035.466
Employee related costs - Canfritttions for UIF, pensions and medical atds 27,677,077 27,009,458 24,916,829 24 873,824
Travel, motor car, accommodation, subsistence and other allowances 5.987.793 5.508.417 7.067.922 7.067,822
Housing benefits and aflowances 553,712 553,712 1,440,063 1,440,063
Cvertime payments 6,085,370 5,085,370 5,844,959 5,844,959
Performance and other bonuses £.108,580 9,109.580C ©.901.004 9,901,004
Long-service awards 734,000 734,000 1,568,706 1,568,706
Qther employee related costs 17,837,911 17371629 5,641,118 4,951,231
Emplayee Related Costs 200,765,089 186,408,391 185,748,933 173,684,174
There were no advances to employees.
Remunaeration of the Municipal Maaager
Annual Remuneration 113.533 113,833 1.102.424 1,192,424
Travel, motor gar, accommedation, subsistence 14,783 14,783 143,054 143,054
Contributions ta UIF, Medical and Pension Funds and ather allowances 297 297 1,785 1,785
13th Cheque Provision 8,279 8279 95595 85,595
120.454 520.454 37.855 37955
Total 257,346 257,346 1,380,812 1,360,812
The Municipal Manager position was filed in August 2018
Remuneration: CEO Enterprise Fembe
R ion of the Chief E tive Cfficer
Acting Afowance - C Rajkoomar ( Augto.Jan 2017} - 335,501
Acting Allowance - T Ngeobo ( Feb to May 2017) - 211.754
CEQ ( T Mkhwanazi - resigned July 2016} - 314,188
CEQ (N Nkomzwayo - appointed June 2017) 1,442,386 120,955
UIF 1.783
Total 1,444,181 - $82,398 -
Remuneration of the Chief Financial Officer
Annual Remuneralion 609,577 609,577 421,010 421,010
Travel, metor car, accemmodation, subsistence 54,000 54,000 92417 §2417
Cantributions to UiF, Medical znd Pension Funds and other allowances 1.338 1.338 8982 88z
Peformance Bonus - - 11,625 11,625
Total 664,916 664,916 525,944 525,944
Remuneration: CFO Enterprise llembe
Annuat Remuneration 980,38% 803,120
Travel, motor car, accommadation, subsistence 60,000 75,260
Medical Aid 35017
Pension Fund 43.832
uiF 1,785 -
Total 1,130,822 - 478,380 -
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{LEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY

NOTES TQ THE FINANGIAL STATEMENTS

As at 30 June 2018
GROUP DM GROUP DM
218 2018 2017 2,017
R R R R
Technical Corporate Corporate
Remuneration of individual Executive Directors Services Services Governance
R R R
As at 30 June 2013
Annual Remuneration IRFANFA 897,558 210,693
Travel, motor ¢ar, accommodation, subsistence and other alowances - 283,373 10,500
Contributions to UIF, Medical and Pension Funds 1,636 85.417 446
Performance Bonus 12,782 36,964 97,800
Total 1,186,139 - 1,303,313 -« 319,539
Technigal Corporate Corporate
Services Services Governance
R R R
As at 30 June 2017
Arnual Remuneration 1,205,888 818,168 1,164,527
Travel, motor car, accommodation, subsistence and olher sliowances - 269.879 -
Conlributions {o UIF, Medica! and Pension Funds 1,785 51,264 1,785
Performange Bonus 11,376 24,972 76,903
Totat 1,219,049 - 1,188,234 - 1,243,215
The position for Director: Technical Services is currentfy vacant
REMUNERATION OF COUNCILLORS
Mayor 1,008,808 1,008,808 907,200 907,200
Deputy Mayor 815.206 815.206 736597 736,597
Speaker 815,206 815,206 102,624 702,624
Executive Committes Members 2,082,183 2,082,183 1,185.653 1,186,853
Councillors’ Aflowances 3.474,525 3.474,825 4338.016 4,339.018
Counciiors” pension and medical aid contributions 209,764 209,764 149,555 149,555
Tatal Councillors’ Remuneration 8,405,692 5,405,692 8,020,646 8,020,646
In-Kind Benefits
The Mayar, Deputy Mayor, Speaker and Executive Committee Members are fulime. Each is providad with an office and secrelarial support at the cost of the Council.
The Mayor, Deputy Mayer and Speaker has use of the Council owned vehicle for officiat duties. The Mayor has 4 fufttime Protectors.,
REMUNERATION OF BOARD MEMBERS:
Attendance fees at mealings:
BhNLinda {Contract ended January 2017} - 61,854
| Deedefs {Contract ended January 2017) - 48,505
ZP Zeka (Conlract ended January 2017) - 37.258
KS Shandu - Chairperson (Appointed November 2015) 109,423 28,258
AT Nzama - Deputy Chairperson  {Re-Appointed February 2017) 80437 37.161
D Nene {Appointed Movember 2017) 80437 84,768
JC Delofse {Re-appointed February 2017) 7420 95,763
Z3 Gumeds {Appointed February 2017} 74,420 85,431
N Mngadi (Appointed February 2017) 74,460 86,687
B Mrgadi (Appointed February 2018) 34,258
Total Board Members' Remuneration 550,856 - 563,686 -
DEPRECIATION, MPAIRMENT AND AMORTISATION EXPENSE
Depreclation 81,310,289 80,148,190 81,841,373 79482402
impairment of Assels {116,682) (116.682) 6,685,885 6,685,885
intangible assets 1.759,555 1.758.083 1.803,253 1,861,162
Total Depreciation, Impalrment and Amortisation £2,853,161 51,789,580 90,430,512 87,978,450
The impairmant recognized mainly relates to impairment of infrastructure assets due to significant changes in the remaining usefu! lives of these assels.
FINANCE COSTS
Borrowings 7.562,957 7,962,857 2,034,451 2,034,451
Leases 2,182,764 2,182,764 7.942313 1,942,313
Total Finance Casts 9,745,722 9,745,722 9,976,764 9,476,764
SULK PURCHASES
Water 86.505.612 86.,505.612 75.803.000 75.803.000
Total Bulk Purchases 56,505,612 56,505,612 74,803,000 75,803,000
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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY

29 CONTRACTED SERVICES

3

31

pred

Contracted services for:

Mationat Schoals Nulriion Programme
Plant Hire

Security

VIP Toilets Expenditure {MIG Operational)

Rural Roads Assets Systems Management Grant (RRAMS) Expenditure

Devalopment and Plansing
Cleaning services

Fuel and Cit

Inlernat Audit

Lease of Vehicles

Leases- Office Equipment

Salga games

Rental of Sman Boxes

SAGE VIP LICENSE SLA
Software Licences

Wireless Network

ICT Disaster Discovery
GROWTH SUMMIT

hgter reading contractors

Fax & Copier rentals

Lease of Vehicles - Maintenance
Rental of Buildings

Vehicle Hire

Insurance

Repairs and Maintenance Contracted

GENERAL EXPENSES
Included In general expenses are the faffowing:

Advertising

Auditfees

Bank charges

Broadband xpenditure
Clezaning

Conferences and delegations
Entertainment

Fuel and oil

nsurance

{DF & Planning

Commission: Agency

Legal expenses

LG Seta Expanditure

Licence fees - vehicles
Membership fees

Postage

Disaster Managemant

Printing and stalionery
Professional fees

Property rales

Speclal Prejects - Youth, Gender, HIV
Sports Development
Subscribtion & publication
Purchase of Wine

Conference and workshop
Development of SMMESs
Interest and Penalties
Marketing, Communication & investmenis
Telephone cost

TFraining

‘fravel and subsistence
Uniforms & overals
Expenditure: Opearational Cost: indigent Rehef
Water and Sanitation

Water and Electricity
Mechanization

LED Projects

Tourism events and exhibitions
Consumables {Repairs and Maintenance)
Shared Services

Public Participation

Siza Waler

Audit Commitiee

Winery Operations

ICT Services

Other

Repairs and Maintenance

Repairs and Mainlenance is made up of the following:

Censumable - inventory
Contracted Services
Total Expenditure on Repairs and Maintenance

NOTES TQ THE FINANCIAL STATEMENTS
As at 30 June 2018

GROUP 10M GROUP DM
2018 2018 2017 2,017
[ R R R
14,338,307 8.053,947
25,860,692 25,860,682 17859331 17,859,331
22,270,180 21,805,090 20,019,082 14,607,729
28532283 28,532,283 7.362,707.80 7.362.708
1,878,006 1,978,006 1,747 88211 1,797,889
74.852
251,223
133.068
772,648
48,680
- - 1420013 1.420.013
- " 220,406 220,406
113,333 113,333
118,153 118,153
38,222 36,222
245,014 245,014
2,907,022 2,907,022 2,048,089 1980448
- 678,383 -
307.666 156,881 227.995 61.705
7.066.688 1.068,688 427,300 427,300
2,200,345 2,200,345 1,390,283 1,300,283
43,822,078 41,608,661 32,141,550 31,042,331
151,081,431 132725421 93,647,026 83,189,144
1.824,930 1,163,618 1,618,936 1,038,223
2941331 2,868,537 2728817 2.216.276
470,258 430,291 257,557 232,162
11.548 - 10,826 -
883,712 883,712 922,672 892,343
280,680 208,745 292,337 237,952
13.004,083 13,004,083 13,601,498 13,601,498
130,546 130,546
- - 48,788 48,786
- - 1.556.62% 1.556.621
1,446,867 1,432,573 226,505 224875
134,023 134,023 59,060 59.06¢
2,100,316 2,100,316 2,016,262 2016292
1.418.115 1.404,784 1,781,351 1.767.684
447,938 447.938 652,085 652,085
276,728 108,518 163,167 62,478
2.191.08% 1.634.848 3,974,124 2,604,538
626,087 620,087 371,008 371,008
246,224 246,224 373,149 373,149
- - 224,335 224,335
140,372 . 110,716 -
39673
43,948
s21.2¢1
57.975
475,434
403,321 123,267 1,778,383 1,594,911
86,959 - 2,548,567 2453437
1,405,553 696,686 314,557 01513
153,130 153,130 2,384,654 2,384,654
2,465,143 2,465,143
1,365,016 1,365,016 2,158,183 2,159,183
28,933,651 28,800,008 26,186,706 25,069,400
358,475 - 842,172 -
- 24.888.482 - 21488383
1,975,153 - 856,044 -
15,690,928 15,690,928 31,858,042 31,958,042
483,604 483,804 2,800,532 2,800,532
- - 516,161 £16,161
174,000 174,000 752,100 752,700
85.128
5.971
256,067
10.614.860 10,439,726 1.148.738 1.504,118
94,181,317 111,903,018 103,937,280 120,962,380
15.690.928 15.690.928 31.958.042 31,958,042
43,822,078 41,698,691 32,141,580 31,042,321
$9,513,006 57,385,619 61,420,969 61,420,969
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ILEMBE DISTRICT MUNICIPALITY AND ITS CONTROLLED ENTITY

NOTES TQ THE FINANCIAL STATEMENTS

As at 30 June 2018

32 CORRECTION OF PRIOR YEAR ERRORS AND CHANGE IN ACCOUNTING POLICY

Preperty, plant and equipment

Change in the remaining usefi! life of assels thal does no! meel Ihie requiremenls

of a change in estimale
Prior year efror depreciation
Prior year deprecialion and impairmen! reversalsiadjusimenis
Reassessment of usell fife
Prior year error

Trade and other Recelvables from exchange transactions

Consumer Deblors adjusimenl as a resuit of clearing unaliecaled depasits
Prior year iransaclions relaling lo sundry deblors
VAT not ciaimed when paymenl vas inade
Relafes to the Val amount owing by SARS in the prior financial year
previously nol recorded.

GRAP 104 Adjustment

AFS liability adjustment
Other deblors mainly refates lo enlerprise lembe balances alignment wath iDM
and slaff racoveries

Trade and other raceivables from non exchange transactions
Reslaterment of granl deblors thal were overstaled in 2016

Inventery Adiustments - Reversal of prior year net realisable value

Recognitton of wine stock previousiy not recorded
Reslatemen! of granl balance
Caorrection of cverpayment of Councillor
Prior year iransfer of unspent grants te conditions mat
This relates to COGTA grants that were not realized as conditions met in pricr pefiods

Trade and other receivables from non exchange transactions
Reversal of condions met due on gran! due fo cos! not accepled as parl of
Droughl intervenbion, restalerent of deblor balance.

This relales 1o amounts raised by SARS to accounts already accountad for due
fo adjusiments done.

Non Current Finance Lease Liability

Writeback of residual on finance leases

amounts lransferred from current year lease paymenis, which related {o
prior year

Trade and other Creditars
Expendilure provided for in the prior inancial years which hias not be paid o dale
Gu [0 various reasons
Recpvery of study loan fees
Racovery of cost umngeni
Carrection of prior year trade creditors.
Cther
Reversal of prior year accruals
Re-insfamen! of DBSA loan balances ai year end

Moines deposiled to the main bank account in prior year which have not been allocated to date

GROUP DM GROUP oM
2018 2018 2017 2,017
R R R R
(120,733} (120,733)
(5,433,370} (5.433,370) -3,635,724.15 {3.635,724)
1,386,287 -2,278,077.12
7.467.183 7,467,183
8,788,345 8,788,345
66,045 86,085 {25,550) (25,550}
85,443 86,443
657,473
(2,396,830} (2,396,820}
(1.207,154) {1.907,154)
(108.504,244) (108,504,244
1,274,587.32 1,274,687
178,265
19,800,607 19,800,607
248,798 249,798
(8.640)
5,227,901
440
345,648 17,426 035
12,162
529,078 563,196
66,623 66,623
111,985 111,985 - -
5.161.920 5,161,820
312,332 {3,093}
{2,232,253) {2,232,253) 16,138,446 16,138,446
{3.711,083) (3,711.063)
2,177,011 2,477,011
45,813,445 38,004,734 (92,904,303} {90,604,710)
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ILEMBE DISTRICT MUNICIPALETY ARD TS CONTROLLED ENTITY
NOTES TO THE FINANGIAL STATEMENTS

32.1 PRIOR YEAR ADJUTSMENTS

Trade and other Receivables from exchange transactions
Consumer Delbiors adjusiment as & resull of clearing unallocaled deposils

31.2 RECLASSIFICATIONS

As at 30 June 2018
GROUP DM
2018 2018
R R

GROUP
2097

{647,256)

IDM
2,017

(687,2586)

The categary of heritage assets has been reclassified from property, plant and equipment and presented separately or (ke statement of financial position and note in the

annual financial statements.

Payables

Interbank transfers has been reclassified from cash and cash at bank to payables under current abilties

Other Income

Fines and penaliies have beenreclassified as Fine and penalties from other incomea under other incomea .

Water tampering kwadukuza
Fines Hegal conngctions
Almospheric emissioniic fee
Water disconnection mandeni

Service Charges
Private developer KwaDukuza has been reclassified from other revenue to service
charges in the statement of peformance

Repairs and Matenance
Other repairs from Repairs and Maintenance have been reclassified (o consumable
inventory in general expenses

Contracted Services

Expenditure reclassified frem Granl E
Rural road asset management system
Ndwedwe vip toilets wsig funded
Maphumulo area vip toilats

Mandeni area vip toilets

Ndwedwe area vip tollets

Statement of Financial Performance:

202,259 202,25¢
86,551 86,551
77.800 77,806
13,828 13,828

2,674,023 2,574,623
15,690,928 15,690,928
diture 1o C d Services in of financial performance
1,978,006 1,878,006
8,013,980 8,013,880
8,594,304 9,594,304
10.923,99¢ 10.923.999

The items listed below have been reclassified from general expenses to contracted services due to the nature of expenditure as it refates to the payment of cot

Coatracted Services

« Cleaning Services 73,884

- Internal Audit 133.068
General Expenses

« Cteaning Services 30,329

- Internal Audit 473282
The Items fisted below have been reclassified from other income to sale of produce due to the nature of the income
Sale of Produce

- Suepply of Vegetables (NSNP} 18,031,479
Qther income

- Supply of Vegetables (NSNP} 9,055,559

33 CASH GENERATED BY OPERATIONS
Surplusi{deficit) for the year 305,175,697 303,458,084 330,322,902 330,506,894
Adjusiment for-
Depreciation and amortisation 82,953,161 81,789,590 90,430,512 B7,979,450
Transfers to / from accumufated surplusi{deficit} 830,700 830,700 4,078,280 7
ForexLess - - {78,247) (78,247)
{.055 on disposal of PPE 379.364 340819 B23.952 20,314
Contributicn to provisions - nan-currant 41,676,124 41,676,124 40,241,279 40,241,279
Contribution lo provigions - current 1,866,830 1,866,930 1295816 1,295,916
Finance cosls 9,745,722 9,745,722 ©,976,764 9,978,764
Prior Year Adgjusiments 45,813,445 38,004,734 {92.904,303) (90,604,710}
Investment Income (8,359,539} (8,086,492) (3,107.911) (2,854,791}
Bad debts written off (3,015,207} (3.015.207) (26.476.668) (26.476.668)
Qperating surplus before warking capital changes: 477,066,396 466,610,983 354,602,485 350,006,121
increase in inventories 4,819,731 5,102,749 {2 410,797) (2.410,797)
increasef(d: }intrade {7.072,325) {6.181,985) 10616,688 9,620,063
{Increaseldecrease in other receivables (8,775,268) (8,748,918) 119,581,881 119,581,881
increasei(decrease) in conditional grants and receipls 10.052.305 14.816.911 {3.512.550) {3.524.539}
Increase in trade payablas {37.361,014) {37.478,335) (112,531,520) (110,672,641}
Other assels - -
Other fabllity - -
Cash generated byfutilised in) operations 438,729,824 434,121.405 366,246,187 362,600,087
34 CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

Cash and cash equivalents included in the cash fiow statement comprise the following:
Bank balances and cash 75,813,667 70,703,174 6.295.610 §.766.622
Net cash and cash eguivalents (net of bank overdrafts) 75,813,667 79,703,174 6,205,610 5,766,622
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ILEMBE DISTRIGT MUNICIPALITY AND ITS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
As at 30 June 2048

GROUP DM GROQUF 1D}
2018 2018 2017 2,017
R R R R
UNAUTHORISER, IRREGULAR, FRUITLESS AND WASTEFUL
EXPENDITURE BISALLOWED
Unauthorised expenditure
Reconciliation of unauthorised expenditure
Balance brought forward 22,845,846 22,845,948
Unautharised expenditure current year 40,409,739 40,409,739
Certified as Imgcoverable and writien off by council in terms of MFMA section 32 (8,099,138} (8,095.138) {17.563.783} {17.563.7¢3}
Balance carried forward 14,746,808 14,746,868 22,845,946 22,845,946
incident
Tis expenditure relates to the implementation of Lower Thukela Bulk Water Supply
Scheme (LTBWSS) which is funded through the RBIG from the Depantment of Watar and
Sanitation. The initial allacalion for Lhe financial year was R156mil and was later cut back to
R140mil. The cut back was faclered in the adjustment budget, however at the time the cut
back was implemented commitments in terms of expendilure were already made (on the
basis of R455mi) and thereby making it not easy to cut down on certain projects wilhin the
LTBWSS.
Action taken
Council has considered and noled items of unauthorised expendiure and has referred
them to MPAC for further scruitiny. Any further action vl be taken upon MPAC's
recommendatian to Council,
Fruitless and wasteful expenditure
Receniliation of fruitless and wasteful expenditure
Balance brought forward 523,114 523,114 - -
Fruitless and wasteful expenditure current year 135.31% 76.804 513114 513.114
Certified as irrecoverable and written off by Councitin terms of MFMA
secticn 32/Recoverad from responsitie officials {581.620) (523.114) 10.006 10,000
Balance carried forward 76,804 76.804 523,114 523,114
Incident
Interest payment arising oul of a dispute wilh Sappi over an old debt entailing arrear accounls that had not been hited by Sappi
between February 2012 and May 2614,
Interest lavied by SEMBCORP siza water on late payment of invoices in respect of free basic services, the delayin payment of
these invoices was due o a leng standing dispute on the method of biling for free basic services.
Interest lavied by KwaDukuza Local Municipafity on late payment of electricity accounts.
Action taken
The municipality is in the process of implementing measures that are aimed at turning
around the current slatus of municipal finances. The primary objective is 1o ensure financial
sustainability and healthy liquidity of the municipatity.
Councithas considered and noled items of fruitiess and wastefu! expendiure and has
referred them to MPAC for further scruiliny. Any further action vdll be taken upon MPAC's
recommendation to Council.
Irreqular expenditure
Recongiiation of irregular expenditure
Balance brought forward 8,551,038 8,523,373
Irregular expendilure current year 41,352,892 41,352,892 8,551,038 85233713
Certified by councit as irrecoverable and vritten off in terms of MFMA section 32 {142,713) (142,713} - -
49,761,217 49,733,552 8,551,038 5,523,373
Incident
This relates to expenditure incurred on isidingo security services. the contract expired in
july 2016 after which confract extensions were applied until the aliowed period of 6 months
was exhausted. the municipality has since embarked on procurement processes and these
are now at big evaluation stage.
Awards to the suppliers in service of the state refate to transactions that occurred before
1he finalizalion of audit of which payments were made audil was compiated, which the entity
was liable to pay.
Deviaticns
Deviations were appraved in terms of regulation 36 of the Supply Chain Management Policy:
Total vajue 15,863,142 8,704,454 12.617,714 12.578.551
15,863,142 8,704,454 12,617,714 12,579,551
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ILEMBE DISTRICT MUNICIPALITY AND TTS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS

As at 3¢ June 2018
GROUP DM GROUP IDM
2018 2018 2017 2,017
R R R R
ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE
36 MANAGEMENT ACT
36.1 Contributions to organised lacal government
Cpening balance 366,198 366,198 370,111 370141
Council subscriptions 1,945,687 1,045,687 1,945,687 1.945.687
Amount paid - current (1,945,687) (1,945.687) {1,949,600) (1,948,600)
Adjustment {366,198) {366,198)
Batance unpaid (included in payables) - - 366,198 366,198
36.2 Audit fees
COpening balance -
Current year audit fee 2,941,331 2.666.537 2720817 2216278
Amaunt pald - curfent year (2,941,331} (2,666,537) {2,728,811) {2,216,276)
Balance unpaid (Incluzded in payables} - - - -
36.3 VAT

VAT input receivables and VAT output payables are shown in note 13. AllVAT returns have been submitted by the due date throughout the year.
38.4 PAYE and UIF

Cpening balance 4,539,289 4,539,259 2,355,190 2,225,007
Current year payroll deductions 33,006,287 29,932,287 29,404,810 26,765,008
Amaunt paid - current year (30,317,755) (27.452,780) {24,596,303) {22,225,71%)
Amount paid - previous years {4,359.289) {4,359.289) {2.225,007) (2,225,007)
Balance unpaid {included in payabies) 2,868,532 2,619,507 4,519,289 4,519,285

The balance represents PAYE and UIF deducted in June 2018 payroll, This amount was paid in July 2018,

36.5 Pension and Medical Ald Deductions

Opening bafance 3,672,283 3,672,283 3,147,114 3147774
Current year payroll deductions and Councll Contributions 43,657,676 42,309,557 42,458,128 42,458,129
Amount paid - current year (40,084,758) {38,629,736) {36,785.846) (3B,785.846)
Amount pald - previous years (3.672,283) {3,672,283) (3,147,774) (3,147.774)
Balance unpaid (inciuded in payables) 3,672,888 3,479,821 31,672,283 3,672,283

The balance represents Pension & Medica! aid deducted in June 2018 payroll. These amounts were paid in July 2018 except for RA which was paid in the month of daduction
whichis Jung 2018,

366 Counclllor’s arzear consumer accounts

as at 30 June 2018

Van Whye GJ 142 142 - -
Councilior R Singh - - 19,030 19,030
Councior MD Mpofu - - 1,159 1,159
Total Councillor Arrear Consumer Accounts 142 142 20,189 28,129
26.7 Material josses

36.7.1 Asselimpairment[esses 16,682 116,682 (5,713,685) (5,713,665)
The current year impairment is a result of ageing infrastructure due to the impact of
drought

36.7.2 Debtimpairment losses [3,615,207) (3,015,207} (26,476,668) (26,476,668}

Although the revenue cofiection has slightly improved compared o the prior year, councit

has incurred material debt impairment losses written off against the provision for bad

dabis, This is mainly as 3 result of restricted inactive accounts that are ascummulating

interest with ne correspanding payments, pansianer accounts and deceased consumer
that are lating interest. This write-off has resulted in & decrease in
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GROUP DM GRaUP DM
2018 ao18 2017 2,017
R R R R
5.8 Percentage
Distribution Losses distribution
Units last (kilolitres)
llzgat connections and other 25% 2,484,472 2484472 5,913,722 5,913,722
Main feaks 53% 5,225,779 5225779 3.592.437 3,592,437
Resevoir cverflows 0% 37.327 3r.327 25,660 25,660
Service connection laaks 22% 2,202,293 2,202,263 1,513,956 1,513,956
Units iost (kilolitres) 100% 9,949,871 9,949,571 11,045,775 14,045,775
Unils losi {sales price per kilolire - rands} 83,360,505 83,360,505 97.438.986 97.438.988
Units last (purchase price per kiiclitre - rands) 40,482,580 40,482,580 36.631.730 38.631.730
Units lost {percentage) 46.80% 46.80% 52% 1

The distribution losses are mainly due to iflegal connections, main leaks {ageing infrastructure), resevoir overflows and service connaction feaks. A five year stralegic master
plan for the reduction of non revenue water has been adopled by the municipality to address this problem.

Non-Compliance with Sectien 65 {2} of the Municipal Finance Management Act -
36.% Payments of creditors within 30 days from date of receipt

2017/18 2017/18 2016/17 2016/17
Number of days unpaid creditors at 30 June| 39 days 39 days 54 days 54 days
Average number of days unpaid creditors during the year |83 days 93 days 60 days 60 days

The inabifity to pay credilors on time is a direet result of the cash flow challenges currently
being faced by the municipality and this is inked to the broader financial viabifity challange.
Council adopted a financial turnaraund implementation plan in December 2016 which is
currently being implemenied. In terms of the financial turnaround strategy, itis envisaged
that the municipality will be able to turn the current undesirable financial situation in & period
of three years with effect from December 2016. There are improvements in the efficiency
of paying creditors on ime when comparing to the previcus years. Although on average the
longest it would have taken le pay creditors would be 93 days, in terms of the number of
days calculated at year end, 39 days was reparted at 30 June 2018 compared o 54 days
inJune 2017,

36.10 Material Forex Losses
Tolal Forex Liability as at 30 June 2018 Q [t} o] -
Net Cumulztive ForexLosses - - 78,247 78.247
Percentage losses 0% 0% 0% -
The material forex ksses arising from the Microsoft License forex kabity was due to unexpacted adverse fluctuations Tn the rand doliar exchange rate.
As 21 30 June 2017, the rand to doliar exchange rale closed at spotrate of R $3.06, There was no fability as at 30 June 2018

37 CAPITAL COMMITMENTS

37.1 Commitments in respect of capital expenditure
- Approved and contracted for 510,401,801 510,401,901 242,515,409 242,515,409
Infrasiructure 510,401,901 510,401,801 242515409 242515409
Community - - - -
- Approved hut not yet contracted for . . . .
infrastructure I | -] I -1
‘Total 510,401,901 510,401,9G1 242,515,409 242,515,409
LA i

This expenditure wilt be financed from:
«ExternalLeans

- Government Grants 510,401,804 510,401,901 242.515.409 242,515,408
- Own reasources B . - -
- Funding still to be sourced

510,401,901 510,441,501 242,615,409 242,515,400
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38 EMPLOYEE BENEFITS INFORMATION

381

38.

o

Defined contributlon plan

GROUP
2018

DM GROUP
2018 2017
R R

DM
2,617

‘The faliowing are defined confribution plans: Natal Joint Municipal Pension Fund, Naticnat Treasury, Goverpment Employee Pension Fund, SALA Pension Fund and Municipal

Courciliars Pension Fund. These contributions have been expensed,

Other Long-tezrm ben efit plan

Long service awards are provided lo employees who achiave cenain pre-determined milestones of service within the municipality.

The municipafity's net obligation in respect of long service awards is the amount of future benefit Lhat employees have earned in return for their service in the current and prior
periods, The benefit is discounted lo datermine its present value and the fair value of any refated assets is deducled to datermine the net obfigation,

The discount rate is the yield atthe reporting date on AA credit-raled bonds that have maturity dates appraximating the terms of the municipality’s obligations. The calculationis
performed using the projected unit credit method. Any actuarial gains and losses are recognised in surplus or deficil in the period in which they arise.

The independznt valuers carried out 3 statutory valuation as at 30 Juna 2018.

The principal actuarial assumptions used were as follows:

Discount rate per annum
Inflation rate
Net affective discount rate
Benchmark infiation {equal to salary inflation)
Average relirement age
Mortality during employment
Percentage of in-service members withdrawing before retirement:
Age 20
Age 30
Age 40
Age 50
Age 55+

The ameunts recognised in the Statement of Financia! Position were
determined as being the present value of the obigaton:

EMFLOYEE BENEFITS {continuad)

Movament in the defined benefil oblination is as follows:

Balance al beginaing of the year
Current service cost

Interest cost

Benefit payments

Actuarial (qainslosses

Bafance atend of year

The timing of the employee benefits is as folows:

Current portion of employee benefits
Employee benedit cbiigation

The amounts recognised in the Statement of Financial Performance were as follows:

Current service cost
infarest cost
Actuarial {gains)losses

RELATED PARTIES

Members of key managemant
Controlied Municipat Entity

Compensation to councitiors and ather key management

Related party balances

Amount owed by Hembe Enterprise included in other payables.
Amount by llambe Enterprise incluted in other receivables
Related party transactians

Transactions with Enterprise ilembe Development Agency
Grarnt funding frem the parent for LED projects

Renta! of offices

Shared costs recaveries includedin other income (e.g. lease of vehicles, celiphones)

8:64% 8.64% 8.84% 8.84%
6.23% 6.23% 564% 5.64%
227% 227% 2.06% 2.06%
7.00% 7.00% 6.64% 6.64%
83 83 65 65
SA B5-90 ufimale SA 85-B0 ultimale  SA 85-80 uttimate  SA 85-90 ultimate
4045 40%% 40.06% 40.00%
25% 25% 25.00% 25.00%
12% 12% 12.00% 12.00%
4% 4% 4.00% 4.00%
2% 2% 200% 2.00%
9,526,817 9,526,817 8,258,766 8,258,766
8258766 8,258,766 7977161 1.977,151
734.000 734,000 745220 745220
708,216 708,215 659,601 559,601
{598,879) (598,879) (1,014,311} {1,014.311)
424,714 424,714 (108,905) {108.905)
9526 817 9,526,817 8,258,766 5,258,766
734,000 734,000 494,551 484,551
8782817 B.792.817 7,764,218 7,764,245
9 526 §47 9,526,817 8,258,766 8,258,768
734,000 734,000 745,220 745,220
708,216 708,216 658,601 658,801
424,714 424,734 {108.905) {108,905)
1 866 930 1,866,930 1,295,916 1,205,916

43

Section 57 managers

flambe Dizlrict Municipalily has a 1003 holding in ltlembe
Deveiopment Enferprise (Ply) Lid.

Refertonole 234 24

(646.598) .
765431

24,886,488 -

4,763,045

(525.467)

21,488,383

677.983
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41 EVENTS AFTER THE REPORTING DATE

42

42,

42

1

15

GROuU?
2018

oM
2018

GROUP
207

oM
2417

Matters pertaining to debt impairment, asset impairment, inventary adjustments and certified as Irrecoverable unauthorized, irregular, fruitless and wasteful expentiture and

reclassification of irregular expenditure as deviations in terms of circular 68, that existed as at 30 June 2018 was tabled at Councii on the 29th August 2017,

Possible effect on the reported figures are as foliows:

Statement of financial position

Decrease in Consumer Debtors

Decrease in carrying amount of property, plart & equipment as a result of impairment

Decrease in inventory

Statement of financial performance

Increase in total depreciation, impairment and amerisation

Disclosures

Decrease in lrregular expenditure

Decrease in fruiless and wasteful expenditure

Decrease in unauthorized expenditure

increase in deviations

RISK MANAGEMENT

Maximum credit risk exposure

{3.015.207)
116,682

82,953,161

41,210,180
(446,308)
(8,0986,138)

3.245.427

(3.015.207)
116,682

81.789.590

41,210,180
(446,309}

{8,089,138)

{3.875,067)

(9,808,065)
(4.042,179)

69,680,117

{1.428.555)
105,927
37.637.473
4,608,288

Cradil igk Is the 7isk that 2 counter party (o a financial instrument will fail to discharge an obiigation and cause the municipality 1o incur a financiat lass.

(9,806,065)
(4,042,179}

69,660,117

{1.428.555)
105,827
37.637473
4,609,268

Credit risk consists mainty of cash deposits, cash equivalents and trade deblors. The municipality only deposits cash with major banks with high guality credit standing and limits

axposure 10 any one counteér-party,

Trade receivablas comprise a widespread customer Dase, Management evaluates credit risk relating 10 custemers on an ongeing basis. if customers are independently rated,
tese ratings are used, Cthenwse, if there is no independant rating, risk contro! assesses the credit quaity of the customnar, taking into accountits financial position, past

exparience and cther faclors.

Financial assels exposed to credit fisk at year end were as follows:

Consumer debtors
Other deblors

Ageing of consumers
Current {0 — 30 davs)
31-66Days

61-90 Days

91 - 120 Days

121 - 365 Days

+ 365 Days

Totat

L. ess; Provision for bad debts
Net consumer detters

Cash and cash equivalents
Otherinvesiments

273,380,840 273,390,840 229,180,207 229,180,297
36,198.724 36,172,374 27.423.4586 27.423.456
309,589,563 309,563,213 256,603,753 256,603,753
12,689,325 12,699,325 10,839,809 10,839,80¢
18,980,450 18,990,450 7.933.308 7.933,308
11,347,638 11,347,639 7.206,186 7,296,186
7.2684,472 7,264,472 6,820,589 6,820,594
14,185,970 14,185.970 6.919.511 6.919.51%
208,902,984 208.902.984 189.370.883 189.370.883
273,390,340 273,390,840 229,180,287 229,180,297
(186.559,714) (186.559.714) {144.859.064) (144 .859.064)
86,831,126 86,831,126 84,321,232 84,321,232
75813667 70,703.174 6.285.610 5.766.622
27,286,429 27.286.428 25,809.873 25.800.873
103,100,096 97,989,604 32,105,483 31,576,495

These balances represent the maximum exposure 1o credit risk.

Liquidity risk

Liquidity risk is the risk that the municipality will nol be able to meet its obligations as they fall dug. The municipalities approach to managing liquidity risk is 10 ensure that
sufficient iquidity is available to meet its fiabifities when due; without iIncurring unaccentable losses or risking damage to the Municipalities reputation.

The municipality's risk to liguidity is a result of the funds avallable to cover future commitments. The municipality manages liquidity risk through an ongoing review of future

coemmitments and credit facilities.

Cash flow forecasts are prepared and adequate utiised borrowing faciliies are monitored.

The Municipafiies fability are backed by appropriate assets andit has significant liquid resources.

The table below analyses the munigipality's financial fabilites inlo relevant maturity groupings based on the remaining period at the Statement of Financial Position Lo the
contraclzal maturity date. The amounts disclosed in the table are the contractual undiscounted cash flows.

2018
Gross finance lease oblgations
Borrowings

Trade and other payables
Other

2017

Gross finance lease obligations
Borrowings

Trade and other payables
Cther

Yvithin a year Between 210 5 Total
953,465 1,802,247 2,855,712
2,110,760 77,085,254 79,196,015
242,601,575 - 212,601,575
734,000 8,792,817 9,526,817
216,309,811 87,780,318 364,180,119

Between 2to 5
years Total
Within a year

14,124,319 - 14,124,319
3,908,688 79,373,305 83,281,994
235,262,999 - 235,262,999
484,551 §.045.820 8,540,371
253,790,557 87,419,125 341,209,683
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GROUP DM GROUP DM
2618 2018 2017 2,017
R R R R

42.3 Interest rate risk

The Municipaty is not exposed to interest rate risk on its financial labililes. Al of the Municipakly's interest bearing externat loan libailities are fixed interest loans,

The municipality's interest rale risk arises from long-term borrowings. Borrowings issued at variable rates expose the group to cash flow interast rata risk, Borrowings Issued at
fixed rates expose the municipality to fair value interest rate risk.

The Municipality is exposed lo fairvalue interest rate on iis external loan liabilties . which are al fixed interest rates.
Al year end, financial instruments exposed ta interest rate risk were as follows:

Cash and cash equivalents 75813,667 70,703,174 6,295,610 5,766,622
Other invastments 27,286,428 27,286,429 25,809,873 25,809,873
Gross finance lease obligations 2855712 2.855,712 14,124,319 14,124,319
Borrowings 78,196,015 79,196.015 84,848,857 B4,848.857
Consumer deblors 273.390,840 273,390,840 229,180,297 229,180,287

42.4 Fareign Currency Risk

Muricipality has a lhree year contract for the deployment of Microsoft share point with Microseft.

Alyear end
Foreign exchange losses were: - - 78,247 18,247
Foreign exchange Rability was: - . - -
Sensitivity analysis:
43 OPERATING LEASES
The future minfmum lzase payments payable under operaling leases for the actual lability are as follows:
No later than 1 year 32433 8,802,137
Later than 1 year and no tater than 5 vears 7.980,1486
32,431 17,782,283

The enlity is the lessee of office praperty at Warne House, the lease is for 2 years and it commenced or the 1 September 2014 and terminate on the 31 August 2018.7he
lease has been extended to January 2617

44 TRANSFER OF AGRICULTURAL PROJECTS

The process of transferring the following agricultural assets presently disclosed as PPE Agriculture, Biclogical Assets and Projects Under Construction vl begin:

Bio Diesel 5771329 5777329
North Coast Vineyards 391,400 1,174,400
Agri Processing Facifiies 10,107,235 41,924,407
Moringa Plantations -

16,275,965 18,876,138

Special Purpose Vehicles (SPVs) will be established and the assets vill be transferredinlo
these SPVs.
In anticipation of the transfer of assets the foliowing companies have been registerad;

Rocabex (Pty} Ltd; Rocablox (Pty) Ltd and Rocabix {Pty} Lid.

Bark accounts have been openedin the names of the three companies.

To date due to the assels having not been fransterred to the SPVs the above companies
have not traded apart from the proceeds from the sale of agricultural produce being
deposited into the bank account of Racabex (Pty} Lid.

An agreement was entered into on 28 September 2012 between Enlerprise lembe and
Coation Trading 586 CC Trading as Romac Farm and Black Balance Projects (Ply} Lidin

respect of the raditional arranaemants in refation to the operation of the llembe Aari-Hubs
Romae Farm pulled cut of the said agreement on 28 February 2014 due 1o operational

issues, The entity is busy with ownership and sustainability models for the Agri Hubs
praocess before transferes are done.

A service provider has been appainted to repert recommendations on the bast modelto
transfer these assels o communilies.
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