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KANNALAND MUNICIPALITY

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

Legal Form:

Legislation:

Principal activities:

Area of Jurisdiction:

Demarcation code:

GENERAL INFORMATION
Category B Local Authority

The most important legislation governing Kannaland Municipality in terms
of financial operations are:

Constitution of the Republic of South Africa, 1996 and regulations:
Municipal Finance Management Act, (MFMA] 2003 (Act No. 56 of 2003)
and regulations issued In terms of the Act;

Annual Division of Revenue Act, (DORA) 2018 {Act No. 2 of 2018);
Intergovernmental Fiscal Relations Act, 1997 (Act No. 97 of 1997);
Intergovernmental Relations Framework Act, 2005 (Act No. 13 of 2005);
Municipal Structures Act, 1998 [Act No. 117 of 1998) and regulations
issued in terms of the Act;

Municipal Systems Act, 2000 (Act. No. 32 of 2000) and regulations issued
in terms of the Act;

Municlpal Property Rates Act, 2004 {Act No. 6 of 2004) and the regulations
issued in terms of the Act;

Preferential Procurement Palicy Framewaork Act, 2000 (Act No. 5 of 2000)
and regulations issued in terms of the Act;

Construction Industry Development Board Act, 2000 (Act No. 38 of 2000)
and regulations issued in terms of the Act; and

Prevention and Combating of Corrupt Activities Act, 2004 {Act No, 12 of
2004)

This list is however not exhausted.

The major principal activities that the Municipality render within fts
jurisdiction area include:

The provision and maintenance of Amenities, such as ablution,
recreational, hall facilities; Building control services; Cemeteries; Disaster
management; Electricity supply services; Environmental Pollution control
and Managament; Fires services and prevention; Library services; Law
enforcement services, including vehicle and driver registration and traffic
services; Creation and maintenance of Parking areas; Refuse Removal
services; Social and Economical development; Spatial planning; Street and
Storm water services; Street cleaning and Street lighting; Creation,
aperating and maintaining of Sport facilities; Tourism promotion; Waste
water treatment services and Water supply services.

Kannaland Municipality includes the following areas.
Calitzdorp

Ladismith

Van Wyksdorp

Zoar

WC041
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KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

Accounting Offlcer'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 peried then ended. The external auditors are engaged to express an
independent opinion on the annual financial statements and was glven unrestricted access to all financial records and

related data.

The annual financial statements have been prepared in accordance with Standards of Generally Recognised
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 judgements and estimates.

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial contral
established by the municipality and place considerable importance on maintaining a strong control environment, To
enable the accounting officer to meet these responsibilities, the accounting officer 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 respansibilities within a clearly defined framewark, effective accounting procedures and adequate segregatian of
duties to ensure an acceptable level of risk. Thase controls are monltored 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 that in all reasonable circumstancesis 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 endeavours to minimise it by ensuring that appropriate
infrastructure, controls, systems and ethical behaviour are applied and managed within predetermined procedures

and constraints.

The accounting officer is of the opinion, based on the information and explanations given by management, that the
system of internal 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 materlal misstatement or deficit.

The accounting officer has reviewed the municipality’s cash flow forecast for the year to 30 JUNE 2020 and, in the
light of this review and the current financial position, he is satisfied that the municipality has or has access to
adequate resources to cantinue in aperational existence for the foreseeable future.

| certify that the remuneration of Councillors and in-kind benefits are within the upper limits of the framewark
envisaged in Section 218 of the Constitution, read with the Remuneration of Public Office Bearers Act and the
Minister of Provincial and Local Government's determination in accordance with this Act.

The annual financial statements set out on pages 4 to 82, which have been prepared on the going concern basis, were
approved by the accounting officer and signed accordingly by:

Mr R Stevens
ACCOUNTING OFFICER

Date:  jup - 02 . 2020

<
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KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

GENERAL INFORMATION
Legal Form: Category B Local Authority
Legislation: The most important legislation governing Kannaland Municipality in terms

of financial operations are:

Constitution of the Republic of South Africa, 1996 and regulations;
Municipal Finance Management Act, (MFMA]} 2003 {Act No. 56 of 2003}
and regulations issued in terms of the Act;

Annual Division of Revenue Act, (DORA) 2018 (Act No. 2 of 2018);
Intergovernmental Fiscal Relations Act, 1957 (Act No. 97 of 1997);
Intergovernmental Relations Framework Act, 2005 {Act No. 13 of 2005);
Municipal Structures Act, 1998 (Act No. 117 of 1998) and regulations
issued in terms of the Act;

Municipal Systems Act, 2000 (Act. No. 32 of 2000) and regulations issued
in terms of the Act;

Municipal Property Rates Act, 2004 (Act No. 6 of 2004) and the regulations
issued in terms of the Act;

Preferential Procurement Policy Framework Act, 2000 (Act No. 5 of 2000)
and regulations issued in terms of the Act;

Construction industry Development Board Act, 2000 (Act No. 38 of 2000)
and regulations issued in terms of the Act; and

Prevention and Combating of Corrupt Activities Act, 2004 (Act No. 12 of
2004)

This list is however not exhausted.

Principal activities: The major principal activities that the Municipality render within its
jurisdiction area include:

The provision and maintenance of Amenities, such as ablution,
recreational, hall facilities; Building control services; Cemeteries; Disaster
management; Electricity supply services; Enviranmental Pollution control
and Management; Fires services and prevention; Library services; Law
enforcement services, including vehicle and driver registration and traffic
services; Creation and maintenance of Parking areas; Refuse Removal
services; Social and Economical development; Spatial planning; Street and
Storm water services; Street cleaning and Street lighting; Creation,
operating and maintaining of Sport facilities; Tourism promotion; Waste
water treatment services and Water supply services.

Area of Jurisdiction: Kannaland Municipality includes the following areas.
Calitzdorp
Ladismith
Van Wyksdorp
Zoar

Demarcation code: wCo41
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KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

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 2l financial records and
related data.

The annual financial statements have been prepared in accordance with Standards of Generally Recognised
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 judgements and estimates.

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control
established by the municipality and place considerable importance on maintaining a strong cantrol environment. To
enable the accounting officer to meet these responsibilities, the accounting officer sets standards for internal contral
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 contrals 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 that 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 endeavours to minimise it by ensuring that appropriate
infrastructure, controls, systems and ethical behaviour are applied and managed within predetermined procedures
and constraints.

The accounting officer is of the opinion, based on the information and explanations given by management, that the
system of internal 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 to 30 JUNE 2020 and, in the
light of this review and the current financial position, he is satisfied that the municipality has or has access to
adequate resources to continue in operational existence for the foreseeable future.

| certify that the remuneration of Councillors and in-kind benefits are within the upper limits of the framework
envisaged in Section 219 of the Constitution, read with the Remuneration of Public Office Bearers Act and the
Minister of Provincial and Local Government's determination in accordance with this Act.

The annual financial statements set out on pages 4 to 82, which have been prepared on the going concern basis, were
approved by the accounting officer and signed accordingly by:

Mr R Stevens
ACCOUNTING OFFICER

Date: ]HDLM&D
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KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2019

Motes 2019 2018
R R
(Actual) {Restated)

NET ASSETS AND LIABILITIES

Net Assets 250,299,688 239,488,801
Accumulated Surplus/(Deficit) 250,299,688 ” 239,488,801
Non-Current Liabilities 27,308,433 27,440,938
Long-term Liabilities 2 1,435,100 1,940,547
Employee Benefits 3 11,126,844 11,635,882
Non-Current Provisions 4 14,746 489 13,864,509
Current Liabilities 70,298,592 64,623,558
Consumer Deposits 5 964,206 953,257
Current Employee benefits 6 5,921,539 4,990,903
Payables from exchange transacticns 8 48,668,190 45,335,492
Unspent Conditicnal Government Grants and Receipts 9 14,231,072 12,885,864
Operating Lease Liability 18.2 8,027 5,750
Current Portion of Long-term Liabilities 2 505,557 452,292
Total Net Assets and Liabilities 347,906,713 331,553,297
ASSETS

Non-Current Assets 327,042,004 320,055,294
Property, Plant and Equipment 11 325,508,065 318,387,373
Investment Property 12 1,488,659 1,594,077
Intangible Assets 13 45,280 73,844
Current Assets 20,864,709 11,498,003
Inventory 14 2,024,977 177,209
Receivables from exchange transactions 16 2,735,932 3,315,609
Receivables from non-exchange transactions 17 2,101,064 1,715,680
Operating Lease Asset 18.1 51,308 34,747
Taxes 10 2,320,194 4,706,045
Cash and Cash Equivalents 19 11,631,234 1,548,713
Total Assets 347,906,713 331,553,297
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KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2019

REVENUE

Revenue from Non-exchange Transactions
Taxation Revenue

Property Rates

Transfer Revenue

Government Grants and Subsidies-Operational
Government Grants and Subsidies-Capital

Other Revenue

Fines, Penalties and Forfeits
Interest Earned - non exchange transactions
Contributed Property, Plant and Equipment

Revenue from Exchange Transactions

Service Charges

Rental from Fixed Assets

Interest Earned - external investments
Interest Earned - outstanding receivables
Licences and Permits

Agency and Collection Services
Operational Revenue

Sales of Goods and Rendering of Services

Total Revenue

EXPENDITURE

Employee related costs
Remuneration of Councillors
Bad Debts Written -off
Depreciation and Amortisation
Inventory Consumed
Finance Costs

Bulk Purchases

Contracted Services
Operational Costs

Operating Leases

Transfers and Subsidies

Total Expenditure

Operating Surplus

Inventories: (Write-down)/Reversal of Write-down to Net Realisable Value
Impairment Loss/(Reversal of Impairment Loss) on Receivables
(Impairment Loss}/Reversal of Impairment Loss on Fixed Assets
Gains/(Loss) on Sale of Fixed Assets

NET SURPLUS/(DEFICIT) FOR THE YEAR

Page 5

Notes

21

22

23

24
25

27
33
29
30
31
32

34

26
28

2019 2018
(Actual) (Restated)

R R
81,911,996 92,363,147
16,275,282 16,830,249
16,275,282 16,830,249
58,241,461 67,962,432
39,897,721 47,483,311
18,343,740 20,479,121

7,395,253 7,570,466
6,020,989 5,661,270
1,183,267 1,909,196
190,997 .
76,197,227 74,535,982
69,672,405 68,681,987
516,497 545,650
732,342 507,610
3,653,104 2,514,695
172,889 139,405
1,053,323 1,867,596
15,322 16,839
381,345 261,660
158,109,223 166,899,129
55,437,037 47,654,047
3,323,290 2,975,406
8,575,107 27,474,148
13,468,197 12,418,383

1,360,328 1,241,098
(2,866,091) 2,388,847
35,536,554 32,580,546
14,065,481 22,157,398

7,912,589 9,105,624
558,970 318,207
405,612 303,742

137,778,074 158,657,446
20,331,149 8,241,683
(49,756) (323,575)
(8,810,385) 7,280,364

(512,443) (4,183)

(147,678) (2,692,359)
10,810,887 12,501,930




KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2019

Accumulated Total
Note Surplus/
(Deficit)
R R

Balance as at 1 JULY 2017 222,755,343 222,755,343
Change in accounting policy 36 11,233,429 11,233,429
Correction of error 35.2 (7,001,901) (7,001,901)
Restated Balance as at 1 JULY 2017 226,986,871 226,986,871
Net Surplus for the year 35.2 12,501,930 12,501,930
Balance as at 30 JUNE 2018 239,488,801 239,488,801
Net Surplus for the year 10,810,887 10,810,887
Balance as at 30 JUNE 2019 250,299,688 250,299,688
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KANNALAND MUNICIPALITY

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2019

CASH FLOW FROM OPERATING ACTIVITIES

Receipts

Ratepayers and other
Government
Interest

Payments

Suppliers and employees
Finance charges
Transfers and Grants

Cash generated by operations
CASH FLOW FROM INVESTING ACTIVITIES

Purchase of Property, Plant and Equipment
Decrease in current Investments

Net Cash from Investing Activities

CASH FLOW FROM FINANCING ACTIVITIES

Loans repaid
Increase in Consumer Deposits

Net Cash from Financing Activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

Cash and Cash Equivalents at the beginning of the year
Cash and Cash Equivalents at the end of the year

NET INCREASE IN CASH AND CASH EQUIVALENTS

Page 7

Notes

29
34

38

11

39

2019
R

88,068,811
59,586,669
5,568,713

(127,597,521)

2018

102,655,605
70,568,105
4,931,501

{157,162,516)

2,866,091 (2,388,847)
(405,612) (303,742)
28,087,151 18,301,106
(17,563,397) (16,536,830)
(17,563,397) (16,536,830)
(452,182) (513,847)
10,949 20,910
(441,233) (492,937)
10,082,521 1,271,338
1,548,713 277,375
11,631,234 1,548,713
10,082,521 1,271,338
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KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2019

COMPARISON OF ACTUAL FIGURES TO FINAL BUDGET

109 019 2018
R R R
{Actual) {Final Budget) [\ ) Expl ions for material variances
ASSETS (Amounts over/above RLS million)
Current assets
Cash 11,631,234 560,000 11,071,234 Wariances are due to incorrect use of contra items on the
Cansumer debtors 4,836,996 62,964,176 (58,127,180) statement of financial pesition while perfarming the budget.
Other Recsivables 2,371,502 - 2,371,502
Inventory 2,024,977 - 2,024.977
Total current assets 20,864,709 63,524,176 142,659,467)
Non current assets
Investment - -
Investment property 1488659 - 1,488,659
Property, plant and equipment 325 508 06% 347,815 398 (22,307,333)
Intangible Assets 45,280 - 45,280
Total non current assets 327,042,004 347,815,398 (20,773,354}
TOTAL ASSETS 347,906,713 411,339,574 (63,432,861}
LIABILITIES
Current liabilities
Borrawing 505,557 512,000 (6,443)
Cansumer deposits 964,206 - 964,206
Trade and other payables 62,899,263 43,515,756 18,383,507
Operating Leases B,027 - 8,027
Provisions and Employee Benefits 5,271,539 - 5,921,539
Total current liabilities 70,298,592 44,027,756 26,270,836
Non current labilities
Berrowing 1,435,100 1,803,082 [367,982)
Provisions and Employee Benefits 25,873,333 36,048,000 [10,174,567)
Total nen current liabilities 27,308,433 37,851,082 [10,542,649)
TOTAL LIABILITIES 97,607,025 B1,878 838 15,728,187
NET ASSETS 250,299,688 329,460,736 [79,161,048)
COMMUNITY WEALTH
Accumuiated Surplus/{Deficit) 250,299 688 47,137,174 203,162,514
TOTAL COMMUNITY WEALTH/EQUITY 250,299,688 47,137,174 203,162,514
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KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2019

ADJUSTMENTS TO APPROVED BUDGET

2018 2013 2018
R R R
{Original Budget) {Adjustments) (Final Budger) Ne adjustments were made ta the original budget.

ASSETS
Current assets

Cash 560,000 = 560,000

Call investment deposits 50,000 - 850,000

Consumer debtors 62,964,176 - £2,964,176

Other Receivablas - =

Current portion of long-term receivables - 2 =

Inventory - . p
Total current assets 64,474,176 . 54,878,176
Non current assets

Investments = g

Investment property = - -

Proparty, plant and equipment 347,815,398 - 347,815,398

Intangible Assets - -

Heritage Assets - - -
Total non current assets 347,815,398 - 347,815,338
TOTAL ASSETS 413,289,574 - 412,289,574
LIABILITIES
Current liabilities

Bank overdraft - - =

Borrowing 512,000 - 512,000

Consumer deposits - -

Trade and other pavables 43,515,756 - 43,515,756

Provisiens and Employes Benefits - - -
Total current liabilities 44,027,756 - 44,027,756
Mon current liabilities

Borrowing 1,803,082 - 1,803,082

Provisions and Employes Banefits 36,048,000 - 36,048,000
Total non current liabilities 37,851,082 = 37,851,082
TOTAL LIABILITIES B1,B78.838 - 81878838
INET ASSETS 330,410,736 » 330,410,736
COMMUNITY WEALTH

Accumulated Surplus/{Deficit) 47,137,174 - 47,137,174
TOTAL COMMUNITY WEALTH/EQUITY 47,137,174 = 47,157,174
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KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2019

COMPARISON OF ACTUAL FIGURES TO FINAL BUDGET

2019 2019 2019
R R R "
[Actual) (Final Budget) (Variance) {varianee) far i
REVENUE BY SOURCE (Amounts above or below 10%)
Property rates 16,275,282 23,625,496 {7.354,214) (31.1%) Council ailewed for a rebate which was not in the
budget.
Service charges 69,672,405 71,637,568 (1,965,163} (2.7%)
Rental of facilities and equipment 516,497 470,500 45,997 9.8%

Interest earned - external investments 732,342 783,870 (61,528]  (7.8%)

Interest earned - outstanding debtors 4,835,371 5.146,920 (310,545) {6.0%)

Fines, Penalties and Forfeits 6,020,989 8,480,300 {2.458,311)  {20.0°%3)  Budget was based on historic figures while curreat
vear traffic fines issued decreased.

Licences and permits 172,889 168,500 2,389 20%

Agency and collection services 1,063,333 1,220,000 {166,677) [13.7%)  Budget was based on historic figures while current
year revenue decreased,

Government Grants and Subsidies 39,897,721 35,652,160 245561 0.6%

Other revenue 396,667 323,900 73,767 225% These figures correlate to building and other
activities and thus linked to the performance of
the local economv,

Tatal Operating Revenue 139,574,486 151,524,214 111,949,728)
EXPENDITURE BY TYPE

Emplovee related cests 55,437,037 55,171,654 265,383 0.5%

Remuneration of councillors 3,323,290 3,130,650 192,640 6.2%

Debt impairment £575,107 14,183,000 (5,607,893)  [33.5%)  Budgetfigures were based on historic figures, but
the prior year impalrment was higher due to new
application of oolicy,

D fation & asset impai 13 465,197 10,660,845 2,808,352 26.3% Duie to an increase ininfrastructure and other
assets, depreciatian increased.

Finance charges {2,B66,091) 920,638 13,786,729)  [411.3%)  Accounting entries on provision for landfill sites
caused in a reduction of interest. This provision is
ealculated at yzar end by external experts, thus
would not be known when the budget was
rerfrrmed

Bulk purchases 35,536,554 332,258,681 3,277,873 10.2% Difficult to budget due to NERSA increases.

Other expenditure 24,302,980 34,296,769 {9.993,789)  (29.1%)  Savings on expenditure.

Total Operating Expenditure 137,778,074 150,622,237 (12,844,163}
1,796,417 401,977 A24,435

Gevernment Grants and Subsidies - Capital 18,343,740 23,448,200 15,109,460}  (21.8%)  The recognition eriteria for some grant income
was not mel during the year and were carried
over.

Gains/{Loss) on Sale of Fixed Ascets {147,678} - [147,678) 100.0%

Contributed Assets 180,997 - 190,997 100.0%

Inventaries: {Write-down)/Reversal of Write-down to (49,756} (45.756)  100.0%  Merewernoprovision made in the budget for

Net Realisable Value accounting entries relating to these areas that

Impairment Loss/{Reversal of Impairment Loss) on (8,810,385] & (8,510,385)  1000%  require professional judgement and

Receivables interpretations.

{Impairment Loss)/Reversal of Impairment Loss on (512,443) (512,443} 100.0%

Fixed Assets

10,810,887 24,350,177 [4,019,028)
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KANNALAND MUNICIPALITY
ANNLUAL FINANCIAL STRTEMENTS FOR THE YEAR ENDED 30 JUNE 2015

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
STATEMENT OF FINAMCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2019

ADJUSTMENTS TO APPROVED BUDGET

2019 2019 2019
R R R
[Original Budget) [Adjustments) {Final Budget)
REVENUE BY SOURCE
Praperty rates 20.113,073 3,516,418 23,629,496  There was an issue with the system calculating rates incorrectly
with the Initial budget.
Service charges 74,594,195 {3,356627) 71,637,568  There was an issue with the system calculating rates incorrectly
with the initial budget,
Rental of facilities and equipment 908980 (438 480) 470,500
Interest garned - external investments 500,000 193,670 792,870
Imterest earned - outstanding debtors 5,326,920 (180,000) 5,146,920
Dividends 3,000 {3,000) -
Fines, Penalties and Forfeits B, 486,000 {5,700} 8,480,300
Licences and permils 152,084 17,406 168,500
Agency services 60,000 260,000 1,220,000
Government Grants and Subsidies - Operating 33,145,800 6,506,360 35,652,160 Additienal grants proclaimed,
Other revenue 1,876,150 (1,552,250 373,900
Total Operating Revenue 146,466,217 5,057,097 151,524,214
EXPENDITURE BY TYPE
Emplayes ralated costs 55,215,411 {43,757) 55,171,654
Remuneration of councillors 3,052,500 78,150 3,130,650
Debt impairment 16,017,520 (1,534,520} 14,183,000  Indications showed there might be a decrease in prevision,
Depreciation & asset impai 10,660,845 - 10,560,845
Finance charges 471,630 499,008 920,638
Bulk purchases 32,258,681 - 32,258,681
Grants and subsidies paid 3,126,000 (160,000) 2,966,000
Hher expenditure 23,134,638 8,106,113 31,330,769 Increase in anticipated general expenditure.
Loss on disposal of PPE - -
Total Operating Expenditure 143,877,243 6,644,994 150,622,237
Operating Surplus/(Deficit) for the year 4488974 {1,586,557] 801,977
Government Srants and Subsidies - Capital 44,648,200 {21.200,000) 23,448,200 Grants initially budgeted for were not recetvead
Galns/[Loss] an Sale of Fixed Assets = s =
Contributed Assets . - -
Net Surplus/(Deficit) for the year a7,137,174 (22,786,097) 24,350,177
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KANNALAND MUNICIPALITY
ANMNUAL FINANCIAL STATEMENTS FUR THE YEAR ENDED 30 JUNE 2019

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2019

COMPARISON OF ACTUAL FIGURES TO FINAL BUDGET

2015 2019 2019
R R R
[Actual) (Final Budget) (Variance) Explanations for material variances
CASH FLOW FROM OPERATING ACTIVITIES over/above R1.5 million
Receipts
Ratepayers and other 88,068,811 73,714,646 14,354,185 Variances are due te incorrect use of contra items on the
Government - operating 41,242,979 3,917,527 37,335,402 staterment of financial position while perfarming the
Gavernment - capital 18,343,740 23,332,577 |4,988,837) budget.
Interest 5,568,713 4,601,370 967,343
Paymenls
suppliers and Employess (127,587,521) {122,386,754) {5.210,767)
Finance charges 2,866,091 (920,638) 3,786,729
Transfers and Grants 1405,612) {751,000) 345,388
NET CASH FROM/{USED] OPERATING ACTIVITIES 28,087,151 (18.452,272) 46,579,423
CASH FLOWS FROM INVESTING ACTIVITIES
Recelpts
Decrease/|increase} in non-currant investrments - - -
Payments
Capital assats (17,563,397} (25,119,200) 7,555,803
NET CASH FROM/{USED]) INVESTING ACTIVITIES {17,563,397) [25,119,200) 7,555,803
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts
Borrowing 4
Ine fidecrease) in leposi 10,342 - 10,949
Payments
Repayment of barrowing (452,188) {720,000] 267,818
NET CASH FROM/{USED) FINANCING ACTIVITIES (441,233} {720,000) 278,767
NET INCREASE/(DECREASE) IN CASH HELD 10,082,521 (44,331,472} 54,413,953
Cash and Cash Equivalents at the beginning of the year 1,548,713 1,544,906 3,807
Cash and Cash Equivalents al the end of the year 11,681,234 (42,786,566) 54,417 800
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KANMNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2019

ADJUSTMENTS TO APPROVED BUDGET

2019 2019 209
R R R
[Approved Budget) {Adjustments) {Final Budget)
CASH FLOW FROM OPERATING ACTIVITIES
Receipts

Ratepayers and ather 89,795,817 [16,081,171) 73,714,645 Variances are due to incorrect use of contra tems on the

Government - operating 33,145,800 (25,228,273} 3,917,527 statement of financial pasition while performing the

Government - capital 44,648,200 {21,315,523} 23,332,577 budget.

Interest 3,433,600 1,167,770 4,601,370
Payments 5

Suppliers and Employess (122,861,248} 474,424 [122,386,754)

Finance charges (421,630) (499,008) [320,638)

Transfers and Grants (551,000} (200,000) {751,000}
NET CASH FROM/{USED) OPERATING ACTIVITIES 47,189,539 (65,681,811) 18,492,272}
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts

Proceeds on dispasal of Assets =

Decrease/(increasel in non-current receivables - %

Decrease, [increase} in non-current investments - = &
Paymants .

Capital assets (44,648,200} 19,529,000 (25,119,200)
NET CASH FROM/{USED) INVESTING ACTIVITIES (44,648,200} 19,529,000 (25,115, 200)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts

Borrowing - - &

Increase[decrease) in consumer deposits - =

5 =

Repayment of berrowing [720,000] (720,000)
NET CASH FROM/{USED) FINANCING ACTIVITIES {720.000) - (720,000)
NET INCREASE/{DECREASE] IN CASH HELD 1,821,339 (46,152,811} [44,331,472)

Cash and Cash Equivalents at the beginning af the year 560,000 984,506 1,544,906

Cash and Cash Equivalents at the end of the year 2,381,339 (45,167 505) {42,786,566)
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KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 20198

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019
1. ACCOUNTING PRINCIPLES AND POLICIES APPLIED IN THE FINANCIAL STATEMENTS

1.1. BASIS OF PREPARATION

The financial statements have been prepared on an accrual basis of accounting and are in
accordance with historical cost convention unless specified otherwise.

The financial statements have been prepared in accordance with the Municipal Finance
Management Act (MFMA) and effective standards of Generally Recognised Accounting Practices
(GRAP), including any interpretations and directives issued by the Accounting Standards Board (ASB)
in accordance with Section 122(3) of the Municipal Finance Management Act, (Act No 56 of 2003).

Accounting policies for material transactions, events or conditions not covered by the GRAP
reporting framework, have been developed in accordance with paragraphs 8, 10 and 11 of GRAP 3
(Revised — March 2012) and the hierarchy approved in Directive 5 issued by the Accounting
Standards Board.

A summary of the significant accounting policies, which have been consistently applied except where
an exemption has been granted, are disclosed below.

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

The accounting policies applied are consistent with those used to present the previous year’s
financial statements, unless explicitly stated otherwise. The details of any changes in accounting
policies are explained in the relevant notes to the financial statements.

In terms of Directive 7: “The Application of Deemed Cost on the Adoption of Standards of GRAP”
issued by the Accounting Standards Board, the Municipality applied deemed cost to Investment

Property, Property, Plant and Equipment and Intangible where the acquisition cost of an asset could
not be determined.

1.2, PRESENTATION CURRENCY

Amounts reflected in the financial statements are in South African Rand and at actual values.
Financial values are rounded to the nearest one Rand.

1.3. GOING CONCERN ASSUMPTION

These financial statements have been prepared on a going concern basis.
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KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

1.4. COMPARATIVE INFORMATION

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

1.5 AMENDED DISCLOSURE POLICY

Amendments to accounting policies are reported as and when deemed necessary hased on the
relevance of any such amendment to the format and presentation of the financial statements. The
principal amendments to matters disclosed in the current financial statements include errors.

1.6. MATERIALITY

Material omissions or misstatements of items are material if they could, individually or collectively,
influence the decision or assessments of users of the financial statements. Materiality depends on
the nature or size of the omission or misstatements judged in the surrounding circumstances. The
nature or size of the information item, or a combination of both, could be the determining factor.
Materiality is determined as 1% of total operating expenditure. This materiality is from
management’s perspective and does not correlate with the auditor's materiality.

1.7. PRESENTATION OF BUDGET INFORMATION
The presentation of budget information is prepared in accordance with GRAP 24 and guidelines
issued by National Treasury. The comparison of budget and actual amounts is disclosed as a

separate additional financial statement, namely Statement of comparison of budget and actual
amounts,

Budget information is presented on the accrual basis and is based on the same period as the actual
amounts. The budget information is therefore on a comparable basis to the actual amounts,

The comparable information includes the following:

e the approved and final budget amounts;
e actual amounts and final budget amounts;

Explanations for differences between the approved and final budget are included in the Notes to the
Financial Statements.

Explanations for material differences between the final budget amounts and actual amounts are
included the Notes to the Financial Statements.

The disclosure of comparative information in respect of the previous period is not required in terms

of GRAP 24.
:Ii | LN N NP Y W-C N »]
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ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

KANNALAND MUNICIPALITY

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

1.8. STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET

EFFECTIVE

The following GRAP standards have been issued but are not yet effective and have not been early
adopted by the Municipality:

Standard

Description

Effective Date

GRAP 18 (as amended)

Segment reporting

The objective of this Standard is to establish principles for
reporting financial information by segments.

The impact of the Standard on the financial statements
will not be significant other than additional disclosures.

1 April 2020

GRAP 32

Service concession arrangements: Grantor

The objective of this Standard is to prescribe the
accounting for service concession arrangements by the
grantor and a public entity.

No significant impact is expected as no such transactions
or events are expected in the foreseeable future.

1 April 2019

GRAP34

Separate financial statements

The objective of this Standard is to prescribe the
accounting and disclosure requirements for investments
in controlled entities, joint ventures and associates when
an entity prepares separate financial statements.

No significant impact is expected as no such transactions
or events are expected in the foreseeable future,

1 April 2020

GRAP 35

Consolidated financial statements

The objective of this Standard is to establish principles for
the presentation and preparation of consolidated
financial statements when an entity controls one or more
other entities.

No significant impact is expected as no such transactions
or events are expected in the foreseeable future.

1 April 2020

GRAP 36

Investments in associates and joint ventures

The objective of this Standard is to prescribe the
accounting for investments in associates and joint
ventures and to set out the requirements for the
application of the equity method when accounting for
investments in associates and joint ventures.

No significant impact is expected as no such transactions
or events are expected in the foreseeable future.

1 April 2020

Page 16
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KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

GRAP 37 Joint arrangements 1 April 2020

The objective of this Standard is to establish principles for
financial reporting by entities that have an interest in
arrangements that are controlled jointly (i.e. joint
arrangements).

No significant impact is expected as no such transactions
or events are expected in the foreseeable future

GRAP 38 Disclosure of interest in other entities 1 April 2020

The objective of this Standard is to require an entity to
disclose information that enables users of its financial
statements to evaluate:

(a) the nature of, and risks associated with, its interests in
controlled entities, unconsolidated controlled entities,
joint arrangements and associates, and

(b) the effects of those interests on its financial position,
financial performance and cash flows.

No significant impact is expected as no such transactions
or events are expected in the foreseeable future,

GRAP 109 Accounting by principles and agents 1 April 2019

The objective of this Standard is to outline principles to
be used by an entity to assess whether it is party to a
principal-agent arrangement, and whether it is a principal
or an agent in undertaking transactions in terms of such
an arrangement.

No significant impact is expected. Additional disclosure
may be required.

GRAP 110 Living and non-living resources 1 April 2020

The objective of this Standard is to prescribe the
recognition, measurement, presentation and disclosure
requirements for living resources; and disclosure
requirements for non-living resources.

No significant impact is expected as no such transactions -
or events are expected in the foreseeable future.

-(ANI\IAI..AN
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ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

KANNALAND MUNICIPALITY

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

IGRAP 1
(Original = June 2012)

Prabability test on initial recognition of revenue

In the public sector, entities are required to provide
goods or services and to levy taxes, fines, licence fees and
other types of non-exchange revenue in accordance with
their legislative mandate. At the time of invoicing, there
may be uncertainty as to whether the revenue will
ultimately be collected based on the entity’s exposure to
credit risk. Nevertheless, entities often continue to
provide goods or services and levy fees despite non-
payment as they are required in terms of their legislative
mandate to undertake these functions and collect the
revenue due to them.

For example, @ municipality is required in terms of the
Property Rates Act to levy property rates on the property
owner based on the value of the property. These rates
are levied without considering the collectability thereof
as any possible non-payment is a subsequent event.

No impact as initial recognition includes all revenue with
a provision for doubtful debt.

1 April 2020

IGRAP 17

Service Concession Arrangements where a grantor
controls a significant residual interest in an Asset

The Interpretation of the Standards is to provide guidance
to the grantor where it has entered into a service
concession arrangement, but only controls, through a
significant residual interest in a service cancession asset
at the end of the arrangement, where the arrangement
does not constitute a lease.

No significant impact is expected as no such transactions
or events are expected in the foreseeable future.

1 April 2019

IGRAP 18

Recognition and derecognition of land

This Interpretation provides guidance on when an entity
should recognise and derecognise land as an asset in its
financial statements based on "control". Control includes,
but is not limited to, legal title to land. Other rights are
also considered in assessing whether land is controlled.
The municipality needs to assess whether there are any
changes to binding agreements that may impact its
assessment of control. It is unlikely that there will be a
material impact.

1 April 2019

IGRAP 19

Liabilities to pay levies

The Interpretation provides guidance on the accounting
for levies in the financial statements of the entity that is
paying the levy. It clarifies when entities need to
recognise a liability to pay a levy that is accounted for in
accordance with GRAP 19.

No significant impact is expected as the Municipality’s
current treatment is already in line with the
interpretation.

1 April 2019
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ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

KANNALAND MUNICIPALITY

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

IGRAP 20
(Original — Dec 2018)

Accounting for adjustment of revenue

The objective of this Standard is to assess whether new
information that becomes known to the entity will lead to
an adjustment to revenue already recognised, including
interest and penalties, as the correction of an error or
prior period error where the entity:

(a) has not followed a proper due process to promulgate
the tariff, basis,

percentage or formula to charge the revenue; and/or

(b) incorrectly applied the tariff, basis, percentage or
formula in charging revenue.

No such transactions or events are expected in the
foreseeable future.

1 April 2020

Guideline accounting for housing arrangements
undertaken in terms of the National Housing
Programme

The Guideline indicates how municipalities should
account far the activities they undertake for the
department of Human Settlements in terms of the
National Housing Programme.

It is unlikely that there will be a material impact.

1 April 2019

These standards, amendments and interpretations will not have a significant impact on the
Municipality once implemented.

1.9. LEASES

Leases are classified as finance leases where substantially all the risks and rewards associated
with ownership of an asset are transferred to the Municipality. Property, plant and equipment or
intangible assets (excluding licensing agreements for such items as motion picture films, video
recordings, plays, manuscripts, patents and copyrights) subject to finance lease agreements are
initially recognised at the lower of the asset’s fair value and the present value of the minimum
lease payments. The corresponding lizbilities are initially recognised at the inception of the lease
and are measured as the sum of the minimum lease payments due in terms of the lease

agreement, discounted for the effect of interest.

In discounting the lease payments, the

Municipality uses the interest rate that exactly discounts the lease payments and unguaranteed
residual value to the fair value of the asset plus any direct costs incurred.

Page 19
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KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

Subsequent to initial recognition, the leased assets are accounted for in accordance with the
stated accounting policies applicable to property, plant and equipment, investment property or
intangibles assets. The lease liability is reduced by the lease payments, which are allocated
between the lease finance cost and the capital repayment using the effective interest rate
method. Lease finance costs are expensed when incurred. The

accounting policies relating to de-recognition of financial instruments are applied to lease
payables.

Operating leases are those leases that do not fall within the scope of the above definition.
Operating lease rentals are recognised on a straight-line basis over the term of the relevant
lease, The difference between the straight-lined expenses and actual payments made will give
rise to a liability. The Municipality recognises the aggregate benefit of incentives as a reduction
of rental expense over the lease term, on a straight-line basis unless another systematic basis is
representative of the time pattern of the lessee’s benefit from the use of the leased asset.

1.10.UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS

Conditional government grants are subject to specific conditions. If these specific conditions are
not met, the monies received are repayable.

Unspent conditional grants are financial liabilities that are separately reflected on the Statement
of Financial Position. They represent unspent government grants, subsidies and contributions
from government organs. This liability always has to be cash-backed. The following provisions are
set for the creation and utilisation of this creditor:

®  Unspent conditional grants are recognised as a liability when the grant is received.

s When grant conditions are met an amount equal to the conditions met are transferred to
revenue in the Statement of Financial Performance.

e  The cash which backs up the creditor is invested as individual investment or part of the
general investments of the Municipality until it is utilised.

e Interest earned on the investment is treated in accordance with grant conditions. If it is
payable to the funder it is recorded as part of the creditor. If it is the Municipality’s
interest, it is recognised as interest earned in the Statement of Financial Performance.

The same accounting principles will be applied with the recognition of unspent Public
Contributions.

1.11. UNPAID CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS

Unpaid conditional grants are assets in terms of the Framework that are separately reflected on
the Statement of Financial Position. The asset is recognised when the Municipality has an
enforceable right to receive the grant as set out in note 1.11 or if it is virtually certain that it will
be received based on that grant conditions have been met. They represent unpaid government
grants, subsidies and contributions from the public.



KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

1.12.PROVISIONS

Provisions are recognised when the Municipality has a present legal or constructive obligation as
a result of past events, it is probable that an outflow of resource embodying economic benefits
or service potential will be required to settle the obligation and a reliable estimate of the
provision can be made. Provisions are reviewed at reporting date and adjusted to reflect the
current best estimate of future outflows of resources. Where the effect is material, non-current
provisions are discounted to their present value using a discount rate that reflects the market's
current assessment of the time value of money, adjusted for risks specific to the liability.

The Municipality does not recognise a contingent liability or contingent asset. A contingent
liability is disclosed unless the probability of an outflow of resources embaodying economic
benefits or service potential is remote. A contingent asset is disclosed where an inflow of
economic benefits or service potential is probable.

Future events that may affect the amount required to settle an obligation are reflected in the
amount of a provision where there is sufficient objective evidence that they will occur. Gains
from the expected disposal of assets are not taken into account in measuring a provision.
Provisions are not recognised for future operating losses. The present obligation under an
onerous contract is recognised and measured as a provision.

The amount recognised as a provision is the best estimate of the expenditure required to settle
the present obligation at the reporting date.

If it is no longer probable that an outflow of resources embodying economic benefits or service
potential will be required to settle the obligation, the provision is de-recognised.

1.13.EMPLOYEE BENEFITS

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

Defined benefit plans are post-employment benefit plans other than defined contribution plans.

1.13.1 Post-Retirement Medical Obligations

The Municipality provides post-retirement medical benefits by subsidizing the medical aid
contributions of certain retired staff according to the rules of the medical aid funds. Council pays
60% as contribution and the remaining 40% is paid by the members. The entitlement to these
benefits is usually conditional on the employee remaining in service up to retirement age and the
completion of a minimum service period. The present value of the defined benefit liability is
actuarially determined in accordance with GRAP 25 — “Employee Benefits” (using a discount rate
applicable to high quality government bonds). The planis unfunded.
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KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

These contributions are recognised in the Statement of Financial Performance when employees
have rendered the service entitling them to the contribution. The liability was calculated by
means of the projected unit credit actuarial valuation method. The liability in respect of current
pensioners is regarded as fully accrued; and is therefore not split between a past {or accrued)
and future in-service element. The liability is recognised at the present value of the defined
benefit obligation at the reporting date, minus the fair value at the reporting date of plan assets
(if any) out of which the obligations are to be settled directly, plus any liability that may arise as a
result of a minimum funding requirements. Payments made by the Municipality are set-off
against the liability, including notional interest, resulting from the valuation by the actuaries and
are recognised in the Statement of Financial Performance as employee benefits upon valuation.

Actuarial gains and losses arising from the experience adjustments and changes in actuarial
assumptions, is recognised in the Statement of Financial Performance in the period that it occurs.
These obligations are valued annually by independent qualified actuaries.

1.13.2 Long Service Awards

Long service awards are provided to employees who achieve certain pre-determined milestones
of service within the Municipality. The Municipality’s obligation under these

plans are valued by independent qualified actuaries annually and the corresponding liability is
raised. Payments are set-off against the liability, including notional interest, resulting from the
valuation by the actuaries and are recognised in the Statement of Financial Performance as
employee benefits upon valuation.

Actuarial gains and losses arising from the experience adjustments and changes in actuarial
assumptions, is recognised in the Statement of Financial Performance in the period that it occurs.
These obligations are valued annually by independent qualified actuaries.

1.13.3 Provision for Staff Leave

Liabilities for annual leave are recognised as they accrue to employees. The liability is based on
the total amount of leave days due to employees at year-end and also on the total remuneration
package of the employee.

Accumulating leave is carried forward and can be used in future periods if the current period’s
entitlement is not used in full. All unused leave will be paid out to the specific employee at the
end of that employee’s employment term.

Accumulated leave is vesting.
1.13.4 Staff Bonuses Accrued

Liabilities for staff bonuses are recognised as they accrue to employees. The liability at year end
is based on bonus accrued at year-end for each employee.
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KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019
1.13.5 Pension and retirement fund obligations

The Municipality provides retirement benefits for its employees and councillors. Defined
contribution plans are post-employment benefit plans under which the Municipality pays fixed
contributions into a separate entity (a fund) and will have no legal or constructive obligation to
pay further contributions if the fund does not hold sufficient assets to pay all employee benefits
relating to employee service in the current and prior periods. The contributions to fund
obligations for the payment of retirement benefits are recognised in the Statement of Financial
Performance in the year they become payable, The defined benefit funds, which are
administered on a provincial basis, are actuarially valued tri-annually on the projected unit credit
method basis. Deficits identified are recovered through lump sum payments or increased future
contributions on a proportional basis to all participating municipalities. The contributions and
lump sum payments are recognised in the Statement of Financial Performance in the year they
become payable. Sufficient information is not available to use defined benefit accounting for a
multi-employer plan. As a result, defined benefit plans have been accounted for as if they were
defined contribution plans.

1.13.6 Other Short-term Employee Benefits

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

e as a liability (accrued expense), after deducting any amount already paid. If the amount
already paid exceeds the undiscounted amount of the benefits, the Municipality
recognises that excess as an asset (prepaid expense) to the extent that the prepayment
will lead to, for example, a reduction in future payments or a cash refund; and

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

1.13.7 Provision for Performance Bonuses
A provision, in respect of the liability relating to the anticipated costs of performance
bonuses payable to Section 57 employees, is recognised as it accrues to Section 57
employees. Municipal entities’ performance bonus provisions are based on the employment
contract stipulations as well as previous performance bonus payment

1.14. BORROWING COSTS

The Municipality recognises all borrowing costs as an expense in the period in which they are
incurred.
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KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019
1.15. PROPERTY, PLANT AND EQUIPMENT
1.15.1 Initial Recognition

Property, plant and equipment are tangible non-current assets (including infrastructure assets)
that are held for use in the production or supply of goods or services, rental to others, or for
administrative purposes, and are expected to be used during more than one year. The cost of an
item of property, plant and equipment is recognised as an asset if, and only if it is probable that
future economic benefits or service potential associated with the item will flow to the
Municipality, and the cost or fair value of the item can be measured reliably. ltems of property,
plant and equipment are initially recognised as assets on acquisition date and are initially
recorded at cost. The cost of an item of property, plant and equipment is the purchase price and
other costs attributable to bring the asset to the location and condition necessary for it to be
capable of operating in the manner intended by the Municipality. Trade discounts and rebates
are deducted in arriving at the cost. The cost also includes the necessary costs of dismantling and
removing the asset and restoring the site on which itis located.

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

Where an asset is acquired by the Municipality for no or nominal consideration (i.e. a non-
exchange transaction), the cost is deemed to be equal to the fair value of that asset on the date
acquired.

Where an item of property, plant and equipment is acquired in exchange for a non-monetary
asset or monetary assets, or a combination of monetary and non-monetary assets, the assets
acquired is initially measured at fair value (the cost). It the acquired

item’s fair value is not determinable, it's deemed cost is the carrying amount of the asset(s) given

up.

Major spare parts and servicing equipment qualify as property, plant and equipment when the
Municipality expects to use them during more than one period. Similarly, if the major spare parts
and servicing equipment can be used only in connection with an item of property, plant and
equipment, they are accounted for as property, plant and equipment.

1.15.2 Subsequent Measurement — Cost Model

Subsequent to initial recognition, items of property, plant and equipment are measured at cost
less accumulated depreciation and any accumulated impairment losses. Apart from the Landfill
site, Land is not depreciated as it is deemed to have an indefinite useful life. Where the
Municipality replaces parts of an asset, it derecognises the part of the asset being replaced and
capitalises the new component. Subsequent expenditure incurred on an asset is capitalised
when it increases the capacity or future economic benefits or service potential associated with
the asset.
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019
1.15.3 Depreciation and Impairment

Depreciation is calculated on the depreciable amount, using the straight-line method over the
estimated useful lives of the assets. Depreciation of an asset begins when it is available for use,
i.e. when it is in the location and condition necessary for it to be capable of operating in the
manner intended by management. Components of assets that are significant in relation to the
whole asset and that have different useful lives are depreciated separately. The estimated useful
lives, residual values and depreciation method are reviewed at each year end, with the effect of
any changes in estimate accounted foren a prospective basis. The annual depreciation rates are
based on the following estimated useful lives:

INFRASTRUCTURE YEARS
e Storm water & Roads 3-100
e Electricity 10-67
¢ Water 6-115
e Sewerage 10-110
e Other 50
COMMUNITY
e Libraries 100
e Parks & Gardens 50
o Cemetery 35
e Community Halls 35
e Others 75 |
e Sports Fields and Stadia 50

FINANCE LEASED ASSETS
= Office Equipment 1-14

LAND AND BUILDINGS

e  Buildings 5-140
e land 0

e Rehabilitation of Landfill Sites 10-30

OTHER

e |T Equipment 1-12
e  Furniture & Office Equipment 1-35
e Motor Vehicles 1-26
e Office Equipment 1-14
e Plant and Equipment 1-30

Property, plant and equipment are reviewed at each reporting date for any indication of
impairment. If any such indication exists, the asset’s recoverahle amount is estimated.

The impairment recognised in the Statement of Financial Performance is the excess of the
carrying value over the recoverable amount.

:% COANRIRLAL ORI
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KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

An impairment is reversed only to the extent that the asset’s carrying amount does not exceed
the carrying amount that would have been determined had no impairment been recognised. A
reversal of impairment is recognised in the Statement of Financial Performance.

1.15.4 De-recognition

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

1.15.5 Land and buildings and Other Assets - application of deemed cost (Directive 7)

The Municipality opted to take advantage of the transitional provisions as contained in Directive
7 of the Accounting Standards Board, issued in December 2008. The Municipality applied
deemed cost where the acquisition cost of an asset could not be determined. For Land and
Buildings, the fair value as determined by a valuator was used

in order to determine the deemed cost as on 1 July 2009. For Other Assets, the depreciation cost
method was used to establish the deemed costason 1 July 2008.

1.16. INTANGIBLE ASSETS

1.16.1 Initial Recognition
An intangible asset is an identifiable non-monetary asset without physical substance.
An asset meets the identifiable criterion in the definition of an intangible asset when it:

e isseparable, i.e. is capable of being separated or divided from the Municipality and sold,
transferred, licensed, rented or exchanged, either individually or together with a related
contract, identifiable asset or liability, regardless of whether the Municipality intends to
do so; or

s  arises from binding arrangements from contracts, regardless of whether those rights are
transferable or separable from the Municipality or from other rights and obligations.

The Municipality recognises an intangible asset in its Statement of Financial Position only when it
is probable that the expected future economic benefits or service potential that are attributable
to the asset will flow to the Municipality and the cost or fair value of the asset can be measured

reliably.

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

I CANNLAL ANDY
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

1.16.2 Subsequent Measurement — Cost Model

Intangible assets are subsequently carried at cost less accumulated amortisation and any
accumulated impairments losses. The cost of an intangible asset is amortised over the useful life
where that useful life is finite. Where the useful life is indefinite, the asset is not amortised but is
subject to an annual impairment test.

1.16.3 Amortisation and Impairment

Amortisation is charged so as to write off the cost or valuation of intangible assets over its
estimated useful lives using the straight-line method. Amortisation of an asset begins when it is
available for use, i.e. when it is in the condition necessary for it to be capable of operating in the
manner intended by management. Components of assets that are significant in relation to the
whole asset and that have different useful lives are amortised separately. The estimated useful
lives, residual values and amortisation methaod are reviewed at each year end, with the effect of
any changes in estimate accounted for on a prospective basis. The annual amortisation rates are
based on the following estimated useful lives:

Years
Computer Software 3-19

1.16.4 De-recognition

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

1.16.5 Application of deemed cost (Directive 7)

The Municipality opted to take advantage of the transitional provisions as contained in Directive
7 of the Accounting Standards Board, issued in December 2009. The Municipality applied
deemed cost where the acquisition cost of an asset could not be determined. For Intangible
Assets, the depreciated replacement cost method was used to establish the deemed cost ason 1

July 2008.
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019
1.17.INVESTMENT PROPERTY
1.17.1 Initial Recognition
Investment property is recognised as an asset when and only when:

o it is prabable that the future economic benefits or service potential that are associated
with the investment property will flow to the Municipality, and
e the cost or fair value of the investment property can be measured reliably.

Investment property includes property (land or a building, or part of a building, or both land and
buildings held under a finance lease) held to earn rentals and/or for capital appreciation, rather
than held to meet service delivery objectives, the production or supply of goods or services, or
the sale of an asset in the ordinary course of operations. Property with a currently undetermined
use, is also classified as investment property.

At initial recognition, the Municipality measures investment property at cost including
transaction costs once it meets the definition of investment property. However, where an
investment property was acquired through a non-excharge transaction (i.e. where it acquired
the investment property for no or a nominal value), its cost is its fair value as at the date of
acquisition. The cost of self-constructed investment property is measured at cost.

Transfers are made to or from investment property only when there is a change in use. For a
transfer from investment property to owner occupied property, the deemed cost for subseguent
accounting is the fair value at the date of change in use. If owner occupied property becomes an
investment property, the Municipality accounts for such property in accordance with the policy
stated under property, plant and equipment up to the date of change in use.

1.17.2 Subsequent Measurement — Cost Model

Subseguent to initial recognition, items of investment property are measured at cost less
accumulated depreciation and any accumulated impairment losses. Land is not depreciated as it
is deemed to have an indefinite useful life.

1.17.3 Depreciation and Impairment — Cost Model

Depreciation Is calculated on the depreciable amount, using the straight-line method over the
estimated useful lives of the assets. Depreciation of an asset begins when it is available for use,
i e. when it is in the location and condition necessary for it to be capable of operating in the
manner intended by management. Components of assets that are significant in relation to the
whole asset and that have different useful lives are depreciated separately. The estimated useful
lives, residual values and depreciation method are reviewed at each year end, with the effect of
any changes in estimate accounted for on a prospective basis.

Investment Property Years
Buildings 30-120
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1.17.4

1.17.5

1.18

1.18.1

1.18.2

1.18.3

De-recognition

Investment property is derecognised when it is disposed or when there are no further economic
benefits expected from the use of the investment property. The gain or loss arising on the
disposal or retirement of an item of investment property is determined as the difference
between the sales proceeds and the carrying value and is recognised in the Statement of
Financial Performance.

Application of deemed cost - Directive 7

The Municipality opted to take advantage of the transitional provisions as contained in Directive
7 of the Accounting Standards Board, issued in December 2009. The Municipality applied
deemed cost where the acquisition cost of an asset could not be determined. The fair value as
determined by a valuator was used in order to determine the deemed cost as on 1 July 2009

HERITAGE ASSETS

Initial Recognition

A heritage asset is defined as an asset that has a cultural, environmental, historical, natural,
scientific, technological or artistic significance and is held and preserved indefinitely for the
benefit of present and future generations.

A heritage asset is recognised as an asset if, and only if it is probable that future economic
benefits or service potential associated with the asset will flow to the Municipality, and the cost
or fair value of the asset can be measured reliably.

A heritage asset that gualifies for recognition as an asset is measured at its cost. Where a
heritage asset is acquired through a non-exchange transaction, its cost is deemed to be its fair
value as at the date of acquisition.

Subsequent Measurement — Cost Model

After recognition as an asset, heritage assets are carried at its cost less any accumulated
impairment losses.

Depreciation and Impairment

Heritage assets are not depreciated

Heritage assets are reviewed at each reporting date for any indication of impairment. If any such
indication exists, the asset’s recoverable amount is estimated. The impairment recognised in the

Statement of Financial Performance is the excess of the carrying value over the recoverable
amount.

An impairment is reversed only to the extent that the asset's carrying amount does not exceed
the carrying amount that would have been determined had no impairment been recognised. A
reversal of impairment is recognised in the Statement of Financial Performance.
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

1.18.4

1.18.5

De-recognition

Heritage assets are derecognised when it is disposed or when there are no further economic
benefits expected from the use of the heritage asset. The gain or loss arising on the disposal or
retirement of a heritage asset is determined as the difference between the sales proceeds and
the carrying value of the heritage asset and is recognised in the Statement of Financial
Performance.

Application of deemed cost - Directive 7

The Municipality opted to take advantage of the transitional provisions as contained in Directive
7 of the Accounting Standards Board, issued in December 2008. The Municipality applied
deemed cost where the acquisition cost of an asset could not be determined. The fair value as
determined by a valuator was used in order to determine the deemed cost as on 1 July 2009,

1.19. IMPAIRMENT OF NON-FINANCIAL ASSETS

1.19.1

Cash-generating assets

Cash-generating assets are assets held with the primary objective of generating a commercial
return.

The Municipality assesses at each reporting date whether there is an indication that an asset may
be impaired. If any indication exists, or when annual impairment testing for an asset is required,
the Municipality estimates the asset’s recoverable amount.

In assessing whether there is any indication that an asset may be impaired, the Municipality
considers the following indications:

(a) External sources of information
° During the period, an asset's market value has declined significantly more than
would be expected as a result of the passage of time or normal use.

e  Significant changes with an adverse effect on the Municipality have taken place
during the period, or will take place in the near future, in the technological, market,
economic or legal envirenment in which the Municipality operates or in the market
to which an asset is dedicated.

° Market interest rates or other market rates of return on investments have
increased during the period, and those increases are likely to affect the discount
rate used in calculating an asset's value in use and decrease the asset's recoverable
amount materially.

(b) Internal sources of information

° Evidence is available of obsolescence or physical damage of an asset.

° Significant changes with an adverse effect on the Municipality have taken place
during the period; or are expected to take place in the near future, in the extent to
which, or manner in which, an asset is used or is expected to be used. These
changes include the asset becoming idle, plans to discontinue or restructure the
operation to which an asset belongs, plans to
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

1.19.2

e dispose of an asset before the previously expected date; and reassessing the useful
life of an asset as finite rather than indefinite.

° Evidence is available from internal reporting that indicates that the economic
performance of an asset is, or will be, worse than expected.

The re-designation of assets from a cash-generating asset to a non-cash generating asset or from
a non-cash-generating asset to a cash-generating asset shall only occur when there is clear
evidence that such a re-designation is appropriate. A re-designation, by itself, does not
necessarily trigger an impairment test or a reversal of an impairment loss. Instead, the indication
for an impairment test or a reversal of an impairment loss arises from, as a minimum, the
indications listed above.

An asset’s recoverable amount is the higher of an asset’s or cash-generating unit's (CGU) fair
value less costs to sell and its value in use and is determined for an individual asset, unless the
asset does not generate cash inflows that are largely independent of those from other assets or
groups of assets. Where the carrying amount of an asset or CGU exceeds its recoverable amount,
the asset is considered impaired and is written down to its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. In determining fair value less costs to sell, an appropriate valuation model is
used. Impairment losses are recognised in the Statement of Financial Performance in those
expense categories consistent with the function of the impaired asset.

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

An assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If such
indication exists, the Municipality estimates the asset’'s or CGU’s recoverable amount. A
previously recognised impairment loss is reversed only if there has been a change in the
assumptions used to determine the asset’s recoverable amount since the last impairment loss
was recognised. The reversal is limited so that the carrying amount of the asset does not exceed
its recoverable amount, nor exceed the carrying amount that would have been determined, net
of depreciation, had no impairment loss been

recognised for the asset in prior years, Such reversal is recognised in the Statement of Financial
Performance.

Non-cash-generating assets

Non-cash-generating assets are assets other than cash-generating assets.

The Municipality assesses at each reporting date whether there is an indication that an asset may
be impaired. If any indication exists, or when annual impairment testing for an asset is required,

the Municipality estimates the asset’s recoverable service amount.

In assessing whether there is any indication that an asset may be impaired, the Municipality
considers the following indications:
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(a) External sources of information

® Cessation, or near cessation, of the demand or need for services provided by the
asset.

e  Significant long-term changes with an adverse effect on the Municipality have
taken place during the period or will take place in the near future, in the
technological, legal or government policy environment in which the Municipality
operates.

(b) Internal sources of information

e Evidence is available of physical damage of an asset.

e Significant long-term changes with an adverse effect on the Municipality have
taken place during the period, or are expected to take place in the near future, in
the extent to which, or manner in which, an asset is used or is expected to be used.
These changes include the asset becoming idle, plans to discontinue or restructure
the operation to which an asset belongs, or plans to dispose of an asset before the
previously expected date.

e A decision to halt the construction of the asset before it is complete or in a usable
condition.

e  Evidence is available from internal reporting that indicates that the service
performance of an asset is, or will be, significantly worse than expected.

An asset’s recoverable service amount is the higher of a non-cash-generating asset’s fair value
less costs to sell and its value in use. If the recoverable service amount of an asset is less than it's
carrying amount, the carrying amount of the asset is reduced to its recoverable service amount.
That reduction is an impairment loss is recognised in the Statement of Financial Performance.

The value in use of a non-cash-generating asset is the present value of the asset’s remaining
service potential. The present value of the remaining service potential of the asset is determined
using any one of the following approaches, depending on the nature of the asset in question:

e depreciation replacement cost approach - the present value of the remaining service
potential of an asset is determined as the depreciated replacement cost of the asset. The
replacement cost of an asset is the cost to replace the asset’s gross service potential. This

cost is depreciated to reflect the asset in its used condition. An asset may be replaced
either through reproduction (replication) of the existing

o  asset or through replacement of its gross service potential. The depreciated replacement
cost is measured as the reproduction or replacement cost of the asset, whichever is lower,
less accumulated depreciation calculated on the basis of such cost, to reflect the already
consumed or expired service potential of the asset.

e  restorgtion cost approach - the cost of restoring the service potential of an asset to its pre-
impaired level. Under this approach, the present value of the remaining service potential
of the asset is determined by subtracting the estimated restoration cost of the asset from
the current cost of replacing the remaining service potential of the asset before
impairment. The latter cost is usually determined as the depreciated reproduction or
replacement cost of the asset, whichever is lower.
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e  service unit approach - the present value of the remaining service potential of the asset is
determined by reducing the current cost of the remaining service potential of the asset
before impairment, to conform to the reduced number of service units expected from the
asset in its impaired state. As in the restoration cost approach, the current cost of
replacing the remaining service potential of the asset before

e  impairment is usually determined as the depreciated reproduction or replacement cost of
the asset before impairment, whichever is lower.

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

An impairment loss is recognised immediately in surplus or deficit. The Municipality assesses at
each reporting date whether there is any indication that an impairment loss recognised in prior
periods for an asset may no longer exist or may have decreased. If any such indication exists, the
Municipality estimates the recoverable service amount of that asset.

An impairment loss recognised in prior periods for an asset is reversed if there has been a change
in the estimates used to determine the asset's recoverable service amount since the last
impairment loss was recognised. If this is the case, the carrying amount of the asset is increased
to its recoverable service amount. The increased carrying amount of an asset attributable to a
reversal of an impairment loss does not exceed the carrying amount that would have been
determined (net of depreciation or amortisation) had no impairment loss been recognised for the
asset in prior periods. Such a reversal of an impairment loss is recognised in the Statement of
Financial Performance.

1.20.INVENTORIES

1.20.1

Initial Recognition

Inventories comprise of current assets held for sale, consumption or distribution during the
ordinary course of business. Inventories are recognised as an asset if, and only if, it is probable
that future economic benefits or service potential associated with the item will flow to the
Municipality, and the cost of the inventories can be measured reliably. Inventories are initially
recognised at cost. Cost generally refers to the purchase price, plus non-recoverable taxes,
transport costs and any other costs in bringing the inventories to their current location and
condition. Where inventory is manufactured, constructed or produced, the cost includes the cost
of labour, materials and overheads used during the manufacturing process.

Water inventory is being measured by multiplying the cost per kilo litre of purified water by the
amount of water in storage.

Where inventory is acquired by the Municipality for no or nominal consideration (i.e. a non-
exchange transaction), the cost is deemed to be equal to the fair value of the item on the date

acquired.
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1.20.2 Subseguent Measurement

Inventories, consisting of consumable stores, raw materials, work-in-progress and finished goods,
are valued at the lower of cost and net realisable value unless they are to be distributed at no or
nominal charge, in which case they are measured at the lower of cost and current replacement
cost. Redundant and slow-moving inventories are identified and written down. Differences
arising on the valuation of inventory are recognised in the Statement of Financial Performance in
the year in which they arose. The amount of any reversal of any write-down of inventories
arising from an increase in net realisable value or current replacement cost is recognised as a
reduction in the amount of inventories recognised as an expense in the period in which the
reversal occurs.

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

The basis of allocating cost to inventory items is the weighted average method.

Water inventory is measured annually at the reporting date by way of dip readings and the
calculated volume in the distribution network.

Cost of land held for sale is assigned by using specific identification of their individual costs.

1.21. FINANCIAL INSTRUMENTS

Financial instruments recognised on the Statement of Financial Position include receivables (both
from exchange transactions and non-exchange transactions), cash and cash equivalents, annuity
loans and payables (both form exchange and non-exchange transactions) and non-current
investments. The future utilization of Unspent Conditional Grants is evaluated in order to
determine whether it is treated as financial instruments.

1.21.1 Initial Recognition

Financial instruments are initially recoghised when the Municipality becomes a party to the
contractual provisions of the instrument at fair value plus, in the case of a financial asset or
financial liability not at fair value, transaction costs that are directly attributable to the
acquisition or issue of the financial asset or financial liability. If finance charges in respect of
financial assets and financial liabilities are significantly different from similar charges usually
obtained in an open market transaction, adjusted for the specific risks of the Municipality, such
differences are immediately recognised in the period it occurs, and the unamortised portion
adjusted over the period of the loan transactions.

1.21.2 Subsequent Measurement

Financial assets are categorised according to their nature as either financial assets at fair value,
financial assets at amortised cost or financial assets at cost. Financial liabilities are categorised as
either at fair value or financial liabilities carried at amortised cost. The subsequent measurement
of financial assets and liabilities depends on this categorisation.
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Page 34 nlau TORALTI LY 7 -uurnm-?



KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

1.21.2.1

1.21.2.2

Receivables

Receivables are classified as financial assets at amortised cost; and are subseguently
measured at amortised cost using the effective interest rate method.

For amounts due from debtors carried at amortised cost, the Municipality first assesses
whether objective evidence of impairment exists individually for financial assets that are
individually significant, or collectively for financial assets that are not individually significant.
Objective evidence of impairment includes significant financial difficulties of the debtor,
probability that the debtor will enter bankruptcy or financial reorganisation and default or
delinquency in payments (more than 90 days overdue). If the Municipality determines that
no objective evidence of impairment exists for an individually assessed financial asset,
whether significant or not, it includes the asset in a group of financial assets with similar
credit risk characteristics and collectively assesses them for impairment. Assets that are
individually assessed for impairment and for which an impairment loss is, or continues to
be, recognised are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss has been incurred, the amount of the
loss is measured as the difference between the asset's carrying amount and the present
value of estimated future cash flows (excluding future expected credit losses that have not
vyet been incurred). The carrying amount of the asset is reduced through the use of an
allowance account and the amount of the loss is recognised in the Statement of Financial
Performance. Interest income continues to be accrued on the reduced carrying amount
based on the original effective interest rate of the asset. Loans together with the associated
allowance are written off when there is no realistic prospect of future recovery and all
collateral has been realised or has been transferred to the municipality. If, in a subsequent
year, the amount of the estimated impairment loss increases or decreases because of an
event occurring after the impairment was recognised, the previously recognised impairment
loss is increased or reduced by adjusting the allowance account. If a future write-off is later
recovered, the recovery is recognised in the Statement of Financial Performance.

The present value of the estimated future cash flows is discounted at the financial asset’s
original effective interest rate, if material. If a loan has a variable interest rate, the discount
rate for measuring any impairment loss is the current effective interest rate.

Payables and Annuity Loans
Financial liabilities consist of payables and annuity loans. They are categorised as financial
liabilities held at amortised cost; and are initially recognised at fair value and subsequently

measured at amortised cost using an effective interest rate, which is the initial carrying
amount, less repayments, plus interest.
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1.21.2.3 Cash and Cash Equivalents

Cash includes cash on hand (including petty cash) and cash with banks. Cash equivalents
are short-term highly liguid investments, readily convertible into known amounts of cash
that are held with registered banking institutions with maturities of three months or less
and are subject to an insignificant risk of change in value. For the purposes of the cash flow
statement, cash and cash equivalents comprise cash on hand, highly liquid deposits and net
of bank overdrafts. The Municipality categorises cash and cash equivalents as financial
assets carried at amortised cost.

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank
overdraft are expensed as incurred. Amounts owing in respect of bank overdrafts are
categorised as financial liabilities carried at amortised cost.

1.21.2.4 Non-Current Investments

investments which include investments in municipal entities and fixed deposits invested in
registered commercial banks, are stated at amortised cost.

Where investments have been impaired, the carrying value is adjusted by the impairment
loss, which is recognised as an expense in the Statement of Financial Performance in the
period that the impairment is identified.

On disposal of an investment, the difference between the net disposal proceeds and the
carrying amount is recognised in the Statement of Financial Performance.

The carrying amounts of such investments are reduced to recognise any decline, other than
a temporary decline, in the value of individual investments.

1.21.3 De-recognition of Financial Instruments
1.21.3.1 Financial Assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar
financial assets) is derecognised when:

s therights to receive cash flows from the asset have expired; or

e the Municipality has transferred its rights to receive cash flows from the asset or
has assumed an obligation to pay the received cash flows in full without material
delay to a third party under a ‘pass-through’ arrangement; and either (a) the
Municipality has transferred substantially all the risks and rewards of the asset, or
(b) the Municipality has neither transferred nor retained substantially all the risks
and rewards of the asset, but has transferred control of the asset.

When the Municipality has transferred its rights to receive cash flows from an asset or has
entered into a pass-through arrangement, and has neither transferred nor retained
substantially all the risks and rewards of the asset nar transferred control of the asset, the
old asset is derecognised and a new asset is recognised to the extent of the Municipality’s
continuing involvement in the asset.
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Continuing involvement that takes the form of a guarantee over the transferred asset is
measured at the lower of the original carrying amount of the asset and the maximum
amount of consideration that the Municipality could be required to repay.

When continuing invalvement takes the form of a written and/or purchased option
(including a cash settled option or similar provision) on the transferred asset, the extent of
the Municipality’s continuing involvement is the amount of the transferred asset that the
Municipality may repurchase, except that in the case of @ written put option (including a
cash settled option or similar provision) on an asset measured at fair value, the extent of the
Municipality’s continuing involvement is limited to the lower of the fair value of the
transferred asset and the option exercise price.

1.21.3.2 Financial Liabilities

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled or expires.

When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified,
such an exchange or modification is treated as a de-recognition of the original liability and
the recognition of a new liability, and the difference in the respective carrying amounts is
recognised in the Statement of Financial Performance.

1.21.4 Offsetting of Financial Instruments
Financial assets and financial liabilities are offset and the net amount reported in the Statement
of Financial Position if, and only if, there is a currently enforceable legal right to offset the

recognised amounts and there is an intention to settle on a net basis, or to realise the assets and
settle the liabilities simultaneously

1.22 STATUTORY RECEIVABLES
Statutory receivables arise from legislation, supporting regulations, or similar means and require
settlement by another entity in cash or another financial asset. Statutory receivables can arise

from both exchange and non-exchange transactions.

1.22.1 Initial Recognition

Statutory receivables are recognised when the related revenue is recognised or  when the
receivable meets the definition of an asset.
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1.22.2 Measurement

FOR THE YEAR ENDED 30 JUNE 2019

The Municipality initially measures the statutory receivables at their transaction amount.

The Municipality measure statutory receivables after initial

Under the cost method, the initial measurement
reflect any:

(a) interestor other charges that may
(b) impairment losses; and
(c) amounts derecognised.

recognition using the cost method.
of the receivable is changed subsequent to

have accrued on the receivable;

The Municipality assesses at each reporting date whether there is any indication that a statutory
receivable may be impaired. If there is an indication that a statutory receivable may be impaired,
the Municipality measures the impairment loss as the difference between the estimated future

cash flows and the carrying amount.
future cash flows, the carrying amount

Where the carrying amount is
of the statutory receivable is reduced, through the use of

higher than the estimated

an allowance account. The amount of the loss is recognised in the Statement of Financial

performance. In estimating the
and timing of the cash flows that it will receive in

time value of money is material, the Municipality di

future cash flows,
future. Consequently, where the effect of the
scounts the estimated future cash flows using

the Municipality considers both the amount

a rate that reflects the current risk-free rate and any risks specific to the statutory receivable for

which the future cash flow estimates have not been

An impairment loss recognised in prior periods for a statutory receivable

adjusted.

is revised if there has

been a change in the estimates used since the last impairment l0ss was recognised, or to reflect

the effect of discounting the estimated cash flows.

Any previously recognised impairment loss is

adjusted by adjusting the allowance account. The amount of any adjustment is recognised in the

statement of Financial performance.

1.22.3 Derecognition

The Municipality derecognises a statutory receivable when:
(a) therightsto the cash flows from the receivable are settled, expire or are waived;

(b) the Municipality transfers to another party substantially

ownership of the receivable; or

()

the Municipality, despite having retained some significant risks

all of the risks and rewards of

and rewards of ownership of

the receivable, has transferred control of the receivable to another party and the other party

has the practical ability to sell the receivable in

its entirety to an unrelated third party, and is

able to exercise that ability unilaterally and without needing to impose additional
restrictions on the transfer. In this case, the Municipality:

(i) derecognise the receivable; and

(i) recognise separately any rights and obligations created or retained in the transfer.
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1.23.REVENUE
1.23.1 Revenue from Non-Exchange Transactions

Revenue from non-exchange transac
revenue from another entity without
exchange. Revenue from non-exchange transact
the related receipt or receiva
repay the amount.

Grants, transfers and donations receiv
have been transf
recognised to the extent that the
conditional. The liability is trans
grant are met. Grants without
asset is recognised.

ble qualifies for recognition as a

ed; or receivable are recogn
arred, meet the criteria for recognition as an asset. A corresponding liability is
grant, transfer or donation is

ferred to revenue as and when th
any conditions attached are recognise

S FOR THE YEAR ENDED 30 JUNE 2019

tions refers to transactions where the Municipality received
directly giving approximately equal value in

jons is generally recognised to the extent that
n asset and there is no liability to

ised when the resources that

e conditions attached to the
d as revenue when the

Revenue from property rates is recognised when the legal entitlement to this revenue arises. At

the time of initial recognition, the full amount of

not enforce its obligation to collect th

Collection charges are recognised when such amou

Penalty interest on unpaid rates
transaction.

Fine Revenue constitutes both s
spot fine or summons is issued

Revenue from public contributions
with the contribution have been met or where th
equipment, when such items of property,
becomes available for use by the Municipa
but the Mu
contribution (liability).

Revenue from third parties i.e. insurance payments for assets impai
t being offset against the rela

can be measured reliably and is no
renewals of the impaired assets.

Contributed property, plant and equipment is re
equipment qualifies for recognition and become a

All unclaimed deposits are initially recognised as a liability

of the unclaimed deposit and a further 36 month

Municipality’s bank account
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is recognised on

and donations is reco

plant and equipme
lity. Where public
nicipality has not met the related conditions,

revenue is recognised. If the Municipality does
s a subsequent event.
nts are legally enforceable.

a time proportionate basis as an exchange

pot fines and summonses. Fine revenue is recognised when the

gnised when all conditions associated
on is to finance property, plant and
nt qualifies for recognition and first
contributions have been received,
it is recognised as an unspent public

e contributi

red, are recognised when it
ted expenses of repairs or

cognised when such items of property, plant and

vailable for use by the Municipality.
until the depositor have been notified

s expires, when all unclaimed deposits into the

may be treated as revenue.
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Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based
on legislated procedures, including those set out in the Municipal Finance Management Act (Act
No. 56 of 2003) and is recognised when the recovery thereof from the responsible councillors or
officials is virtually certain.

Revenue is measured at the fair value of the consideration received or receivable.

When, as a result of a non-exchange transaction, a Municipality recognises an asset, it also
recognises revenue equivalent to the amount of the asset measured at its fair value as at the
date of acquisition, unless it is also required to recognise a liability. Where a liability is required
to be recognised it will be measured as the best estimate of the amount required to settle the
present obligation at the reporting date, and the amount of the increase in net assets, if any,
recognised as revenue. When a liability is subsequently reduced, because the taxable event
occurs or a condition is satisfied, the amount of the reduction in the liability will be recognised as
revenue.

1.23.2 Revenue from Exchange Transactions

Revenue from exchange transactions refers to revenue that accrued to the Municipality directly
in return for services rendered or goods sold, the value of which approximates the consideration
received or receivable.

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

e The Municipality has transferred to the purchaser the significant risks and rewards of
ownership of the goods.

»  The Municipality retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the goods sold.

e  The amount of revenue can be measured reliably.

° It is probable that the economic benefits or service potential associated with the
transaction will flow to the Municipality.

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

At the time of initial recognition, the full amount of revenue is recognised where the Municipality
has an enforceable legal obligation to collect, unless the individual collectability is considered to
be improbable. If the Municipality does not successfully enforce its obligation to collect the
revenue this would be considered a subsequent event.

Service charges relating to electricity and water are based on consumption and a basic charge as
per Council resolution. Meters are read on a monthly basis and are recognised as revenue when
invoiced. Where the Municipality was unable to take the actual month’s regdipg of certain

CATNINLAL AN
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consumers, a provisional estimate of consumption for that month will be created. The
provisional estimates of consumption are recognised as revenue when invoiced. Adjustments to
provisional estimates of consumption are made in the invoicing period in which meters have
been read. These adjustments are recognised as revenue in the invoicing period.

Revenue from the sale of electricity prepaid meter cards is recognised at the point of sale, It js
estimated that pre-paid electricity is consumed within 5 to 7 days after date of purchase. The
pre-paid electricity sold, but not consumed yet at year-end is disclosed as under Payables from
Exchange Transactions in the Statement of Financial Position.

Service charges relating to refuse removal are recognised on a monthly basis in arrears by
applying the approved tariff to each property that has improvements. Tariffs are determined per
category of property usage; and are levied monthly based on the recorded number of refuse
points per property.

Interest revenue is recognised using the effective interest rate method.

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

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

Revenue from the sale of goods is recognised when substantially all the risks and rewards in
those goods are passed to the consumer,

Revenue arising out of situations where the Municipality acts as an agent on behalf of another
entity (the principal) is limited to the amount of any fee or commission payable to the
municipality as compensation for executing the agreed services.

Revenue is measured at the fair value of the consideration received or receivable,

The amount of revenue arising on a transaction is usually determined by agreement between the
Municipality and the purchaser or user of the asset or service. It is measured at the fair value of
the consideration received or receivable taking into account the amount of any trade discounts
and volume rebates allowed by the Municipality.

In most cases, the consideration is in the form of cash or cash equivalents and the amount of
revenue is the amount of cash or cash equivalents received or receivable. However, when the
inflow of cash or cash equivalents is deferred, the fair value of the consideration may be less than
the nominal amount of cash received or receivable. When the arrangement effectively
constitutes a financing transaction, the fair value of the consideration is determined by
discounting all future receipts using an imputed rate of interest. The imputed rate of interest is
the more clearly determinable of either;

®  The prevailing rate for a similar instrument of an issuer with a similar credit rating;
®  Arate of interest that discounts the nominal amount of the instrument to the current cash

sales price of the goods or services,
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The difference between the fair value and the nominal amount of the consideration is recognised
as interest revenue,

nature and value, the exchange is not regarded as a transaction that generates revenue, When
goods are sold or services are rendered in exchange for dissimilar goods or services, the exchange
is regarded as a transaction that generates revenue. The revenue is measured at the fair value of
the goods or services received, adjusted by the amount of any cash or cash equivalents
transferred. When the fair value of the goods or services received cannot be measured reliably,
the revenue is measured at the fair value

of the goods or services given up, adjusted by the amount of any cash or cash equivalents
transferred.

1.24 RELATED PARTIES

The Municipality resolved to adopt the disclosure requirements as per GRAP 20 — “Related Party
Disclosures”,

A related party is a person or an entity:

®  with the ability to control or jointly control the other party,
¢ Orexercise significant influence over the other party, or vice versa,
e or an entity that is subject to common control, or joint control.

The following are regarded as related parties of the Municipality:

(a) A person or a close member of that person’s family is related to the Municipality if that
person:
®  has control or joint control over the Municipality.
® has significant influence over the Municipalities. Significant influence is the power
to participate in the financial and operating policy decisions of the Municipality,
® isamember of the management of the Municipality or its controlling entity,

(b) An entity is related to the Municipality if any of the following conditions apply:

® the entity is a member of the same economic entity (which means that each
controlling entity, controlled entity and fellow contralled entity is related to the
others).

® one entity is an associate or joint venture of the other entity (or an associate or
joint venture of a member of an economic entity of which the other entity is a
member),

®  both entities are joint ventures of the same third party.

¢ Oneentity is a joint venture of a third entity and the other entity is an associate of

the third entity.
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® theentityisa post-employment benefit plan for the benefit of employees of either
the Municipality or an entity related to the Municipality. If the reporting entity is
itself such a plan, the sponsoring employers are related to the entity.

e the entity is controlled or jointly controlled by a person identified in{(a).
® aperson identified in (a) has significant influence over that entity or is a member of
the management of that entity (or its controlling entity).

Close members of the family of a person are those family members who may be expected to
influence; or be influenced by that person in their dealings with the Municipality. A person is
considered to be a close member of the family of another person if they:

(a) are married or live together in a relationship similar to a marriage; or
(b) are separated by no mere than two degrees of natural or legal consanguinity or affinity.

Management (formerly known as “Key Management”) includes all persons having the authority
and responsibility for planning, directing and controlling the activities of the Municipality,
including:

(a) all members of the governing body of the Municipality;

(b) a member of the governing body of an economic entity who has the authority and
responsibility for planning, directing and controlling the activities of the Municipality;

(c) any key advisors of a member, or sub-committees, of the governing body who has the
authority and responsibility for planning, directing and controlling the activities of the
Municipality; and

(d) the senior management team of the Municipality, including the chief executive officer or
permanent head of the Municipality, unless already included in (a).

Management personnel include:

(a) Al directors or members of the governing hody of the Municipality, being the Executive
Mayor, Deputy Mayeor, Speaker and members of the Mayoral Committee.

(b) Other persons having the authority and responsibility for planning, directing and
controlling the activities of the reporting Municipality being the Municipal Manager, Chief
Financial Officer an all other managers reporting directly to the Municipal Manager or as
designated by the Municipal Manager.

Remuneration of management excludes any consideration provided solely as a reimbursement
for expenditure incurred by those persons for the benefit of the Municipality.

The Municipality operates in an economic environment currently dominated by entities directly
or indirectly owned by the South African government. As a result of the Constitutional
independence of all three spheres of government in South Africa, only parties within the same
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sphere of government will be considered to be related parties. Only transactions with such
parties which are not at arm’s length and not on normal commercial terms are disclosed.

1.25.UNAUTHORISED EXPENDITURE

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in
terms of the conditions of an allocation received from another sphere of government,
municipality or organ of state and expenditure in a form of a grant that is not permitted in terms
of the Municipal Finance Management Act (Act No. 56 of 2003). Unauthorised expenditure is
accounted for as an expense (measured at actual cost incurred) in the Statement of Financial
Performance and where recovered, it is subsequently accounted for as revenue in the Statement
of Financial Performance.

1.26. IRREGULAR EXPENDITURE

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act
(Act No. 56 of 2003), the Municipal Systems Act {Act No. 32 of 2000), the Public Office Bearers
Act, and (Act. No. 20 of 1998) or is in contravention of the Municipality’s Supply Chain
Management Policy. Irregular expenditure excludes unauthorised expenditure. Irregular
expenditure is accounted for as expenditure (measured at actual cost incurred) in the Statement
of Financial Performance and where recovered, it is subsequently accounted for as revenue in
the Statement of Financial Performance.

1.27.FRUITLESS AND WASTEFUL EXPENDITURE

Fruitless and wasteful expenditure is expenditure that was made in vain and could have been
avoided had reasonable care been exercised. Fruitless and wasteful expenditure is

accounted for as expenditure (measured at actual cost incurred) in the Statement of Financial
Performance and where recovered, it is subsequently accounted for as revenue in the Statement
of Financial Performance.

1.28 CONTINGENT LIABILITIES AND CONTINGENT ASSETS

A contingent liability is a possible obligation that arises from past events and whose existence will
be confirmed only by the occurrence or non-occurrence of one or more uncertain future events
not wholly within the control of the Municipality. A contingent liability could also be a present
obligation that arises from past events, but is not recognised because it is not probable that an
outflow of resources embodying economic benefits will be required to the obligation or the
amount of the obligation cannot be measures with sufficient reliability.

The Municipality does not recognise a contingent liability or contingent asset. A contingent
liability is disclosed unless the probability of an outflow of resources embadying economic
benefits or service potential is remote. A contingent asset is disclosed where the inflow of
economic benefits or service potential is probable.

Management judgement is required when recognising and measuring contingent liabilities.

1.29. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES
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In the process of applying the Municipality’s accounting policy, management has made the
following significant accounting judgements, estimates and assumptions, which have the most
significant effect on the amounts recognised in the financial statements:

1.29.1 Post-retirement medical obligations and, Long service awards

The cost of post-retirement medical obligations and long service awards are determined using
actuarial valuations. The actuarial valuation involves making assumptions about discount rates,
expected rates of return on assets, future salary increases, mortality rates

and future pension increases, Major assumptions used are disclosed in note 4 of the financial
statements. Due to the long-term nature of these plans, such estimates are subject to significant
uncertainty.

1.29.2 Impairment of Receivables

The calculation in respect of the impairment of debtors is based on an assessment of the extent
to which debtors have defaulted on payments already due, and an assessment of their ability to
make payments based on their creditworthiness, This was performed per service-identifiable
categories across all classes of debtars.

1.29.3 Property, Plant and Equipment

The useful lives of property, plant and equipment are based on management’s estimation.
Infrastructure’s useful lives are based on technical estimates of the practical useful lives for the
different infrastructure types, given engineering technical knowledge of the infrastructure types
and service requirements. For other assets and buildings management considers the impact of
technology, availability of capital funding, service

requirements and required return on assets to determine the optimum useful life expectation,
where appropriate. The estimation of residual values of assets is also based on management’s
judgement whether the assets will be sold or used to the end of their useful lives, and in what
condition they will be at that time.

Management referred to the following when making assumptions regarding useful lives and
residual values of property, plant and equipment.

®  The useful life of movable assets was determined using the age of similar assets available
for sale in the active market. Discussions with people within the specific industry were also
held to determine useful lives.

e Local Government Industry Guides was used to assist with the deemed cost and useful life
of infrastructure assets.

®  The Municipality referred to buildings in other municipal areas to determine the useful life
of buildings. The Municipality alsa consulted with engineers to support the useful life of
buildings, with specific reference to the structural design of buildings.
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For deemed cost applied to other assets as per adoption of Directive 7, management used the
depreciation cost method which was based on assumptions about the remaining duration of the
assets.

The cost for depreciated replacement cost was determined by using either one of the following:

¢ costof items with a similar nature currently in the Municipality’s asset register;

¢  cost of items with a similar nature in other municipalities’ asset registers, given that the
other municipality has the same geographical setting as the Municipality and that the
other municipality’s asset register is considered to be accurate;

° cost as supplied by suppliers,

For deemed cost applied to land and buildings as per adoption of Directive 7, management made
use of on independent valuator. The valuator's valuation was based on assumptions about the
market’s buying and selling trends and the remaining duration of the assets.

1.29.4 Intangible Assets

The useful lives of intangible assets are based on management’s estimation. Management
considers the impact of technology, availability of capital funding, service requirements and
required return on assets to determine the optimum useful life expectation, where appropriate.

Reference was made to intangibles used within the Municipality and other municipalities to
determine the useful life of the assets.

For deemed cost applied to intangible assets as per adoption of Directive 7, management used
the depreciation cost method which was based on assumptions about the remaining duration of
the assets.

1.29.5 Investment Property

The useful lives of investment property are based on management’s estimation. Management
considers the impact of technology, availability of capital funding, service requirements and
required return on assets to determine the optimum useful life expectation, where appropriate,
The estimation of residual values of assets is also based on management's judgement whether
the assets will be sold or used to the end of their economic lives, and in what condition they will
be at that time.

Management referred to the following when making assumptions regarding useful lives and
valuation of investment property:

®  The Municipality referred to buildings in other municipal areas to determine the useful life
of buildings.

® The Municipality alse consulted with professional engineers and qualified valuators to
support the useful life of buildings.

For deemed cost applied to Investment Property as per adoption of Directive 7, management

made use of on independent valuator. The valuator’s valuation was based on assumptions about
the market’s buying and selling trends and the remaining duration of the assets.
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1.29.6 Provisions and Contingent Liabilities

Management judgement is required when recognising and measuring provisions and when
measuring contingent liabilities. Provisions are discounted where the time value effect is
material,

1.29.7 Revenue Recognition

Accounting Policy 1.24.2 on Revenue from Non-Exchange Transactions and Accounting Policy
1.24.1 on Revenue from Exchange Transactions describes the conditions under which revenue
will be recognised by management of the Municipality.

In making their judgement, management considered the detailed criteria for the recognition of
revenue as set out in GRAP 9: Revenue from Exchange Transactions and GRAP 23: Revenue from
Non-Exchange Transactions.). Specifically, whether the Municipality, when goods are sold, had
transferred to the buyer the significant risks and rewards of ownership of the goods and when
services are rendered, whether the service

has been performed. Revenue from the issuing of spot fines and summonses have been
recognised on the accrual basis using estimates of future collections based on the actual results
of prior periods. The management of the Municipality is satisfied that recognition of the revenue
in the current year is appropriate.

1.29.8 Provision for Landfill Sites

The provision for rehabilitation of the landfill site is recognised as and when the environmental
liability arises. The provision is calculated by a qualified environmental engineer. The provision
represents the net present value at the reporting date of the expected future cash flows to
rehabilitate the landfill site. To the extent that the obligations relate to an asset, it is capitalised
as part of the cost of those assets, Any subsequent changes to an obligation that did not relate to
the initial related asset are recognised in the Statement of Financial Performance.

Management referred to the following when making assumptions regarding provisions:
®  Professional engineers were utilised to determine the cost of rehabilitation of landfill sites
as well as the remaining useful life of each specific landfill site.
®  Interest rates (borrowing rate) was used to calculate the effect of time value of money.
1.29.9 Provision for Staff leave
Staff leave is accrued to employees according to collective agreements. Provision is made for the

full cost of accrued leave at reporting date. This provision will be realised as employees take
leave or when employment is terminated.
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1.29.10 Pre-paid electricity estimation

Pre-paid electricity is only recognised as income once the electricity is consumed. The pre-paid
electricity balance (included under payables) represents the best estimate of electricity sold at
year-end that is still unused. The actual pre-paid electricity sold per day

for the last 7 days during the year under review is used as the estimate for calculating unused
units

1.29.11 Compaonentisation of Infrastructure assets

All infrastructure assets are unbundied into their significant components in order to depreciate
all major components over the expected useful lives. The cost of each component is estimated
based on the current market price of each component, depreciated for age and condition and
recalculated to cost at the acquisition date if known or to the date of initially adepting the
standards of GRAP,

1.30. TAXES - VALUE ADDED TAX

Revenue, expenses and assets are recognised net of the amounts of value added tax. The net
amount of Value Added Tax recoverable from, or payable to, the taxation authority is included as
part of receivables or payables in the Statement of Financial Position,

1.31.CAPITAL COMMITMENTS

Capital commitments disclosed in the financial statements represents the contractual balance
committed to capital projects on reporting date that will be incurred in the period subsequent to
the specific reporting date.

1.32.EVENTS AFTER REPORTING DATE

Events after the reporting date are those events, both favourable and unfavourable, that occur
between the reporting date and the date when the financial statements are authorised for jssue,
Two types of events can be identified:

®  those that provide evidence of conditions that existed at the reporting date (adjusting
events after the reporting date); and

° those that is indicative of conditions that arose after the reporting date [non-adjustfng
events after the reporting date).

If non-adjusting events after the reporting date are material, the Municipality discloses the
nature and an estimate of the financial effect.
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 IUNE 2019

2019 2018
R R
LONG-TERM LIABILITIES
Annuity Loans - At amortised cost 1,240,657 2,387,019
Previously stated 2,386,683
Correction ef error 336
Capitalised Lease Liability - At amortised cost - 5,820
Previously stated 4,407
Correction of error 1,413
1,940,657 2,392,839
Current Portion transferrad to Current Liabilities 505,557 452,292
Annuity Loans - At amortised cost 505,557 446,472
Capitalised Lease Liability - At amortised cost - 5,820
Previgusly stated 4,407
Correction of errar 1,413
1,435,100 1,940,547
Total Long-term Liabilitles - At amortised cost using the effective interest rata method 1,435,100 1,940,547
The Municipality entered into an agreement with DBSA on 30 April 2008 to consolidate previous loans with 2 new rescheduled Joan
amounted to R11 587 526,73 at a rate of 12,5% to be paid back in 180 manthly instalments. The calculation of the instalments is
based on the actual number of days and shall be payable in arrears on the last business day of each month,
The obligations undar annuity loans are scheduled below: Minimum

annuity payments

Amounts payable under annuity loans;

Payable within one year 720,000 720,000
Payable within two to five years 1,655,654 2,378,268
Payable after five years o .

2,379,654 3,098,268
Less: Future finance ohligations (438,397) (711,249}
Present value of annuity obligations 1,940,657 2,387,019
The obligations under finarce leases are scheduled below: Minimum

lease payments

Amounts payable under finance leases:
Payable within one year . 5,889
Fayable within two to flve years
Payable after five years

- 5,889
Less: Future finance cbligations 2 (69}
Present value of lease ohligations = 5,820

Leases are sacured by property, glant and equipment - Nate 11

The Municipality leases printers and copiers from Nashua and Minolta for a 36 manths period. The present value of the lease
obligations has been determined by discounting the fixed monthly premiums at the prime interest rata.

The Hefcom lease liabllity relates to the settlement arrangement reached for leasing water meters, The terms of the agreement
are 24 months payments at a fix rate. The present value is determined by discounting the fixed menthly premiums at the prime
interest rate.
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3.1

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

EMPLOYEE BENEFITS

Post Retiremant Benefits - Refer to Note 3.1
Long Service Awards - Refer to Mate 3.2

Total Non-current Employee Benefit Liabilities

Post Retir {1 efits

Balance 1 July

Centribution for the year

Interest Cost

Expenditure for the year

Actuarial Gain

Total post retirement benefits 30 June

Less: Transfer of Current Portior - Note &

Balance 30 June

Lon Awar

Balance 1 July
Contribution for the year
Interest Cost
Expenditure for the year
Actuarial Loss/ Gain

Total long service 30 June
Less: Transfer of Current Partion - Mote 6

Balance 30 June

TOTAL NON-CURRENT EMPOL YEE BENEFRITS

Balance 1 July
Contribution for the year
Interest east
Expenditure for the year
Actuarial Gain

Total employee benefits 30 June
Less: Transfer of Current Portion - Nate &

Balance 30 June

Paost Retirement Benefits

The Post Retirerment Benafit Plan is a defined benefit plan, of which the mambers are made up as follows:

In-service {employes) members
In-service (employee) non-members
Continuation members (e.g, Retirees, widows, arphans)

Total Members

The liability in respect of past service has been estimatad ta be as follows;

In-service members
In-service nan- members
Continuation members

Total Liability

The liability in respect of periods commencing prior to the comparative year has been estimated as follows:

2017
R
Total Liability 11,606,000
2019 2018 2017
Experience adjustments weare calculated as follows: R(m) R{m) R(m)
Liabilities: loss/(profit) -0.494 -1.854 0.264
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2019 2018
R R
9,414,247 9,712,410
1,712,597 1,923,471
11,126,844 11,635,881
10,140,688 11,605,644
481,635 498,155
950,439 1,092,885
{428,277 (447, 965)
(1,273,111) {2,606,031)
9,871,374 10,140,688
{452,127) {428,277)
9,414,247 9,712,310
2,191,703 2,076,268
194,192 144,305
176,778 125,617
(268,232) (55,841)
(314,870} (98,647)
1,979,571 2,191,703
(265,974) (268,232
1,712,597 1,923,471
12,332,391 13,681,913
675,827 640,460
1127217 1,218,502
(€96,509) (503,806)
(1,587,981) (2,704,678)
11,850,945 12,332,391
{724,101) (636,509)
11,126,844 11,635,882
49 45
63 68
13 13
125 126
R {m) R (m}
3393 3.805
1.262 1.538
5.210 4,797
9.872 10.140
2016 2015
R R
11,536,000 10,726,839
2016 2015
R{m] R{m}
-0.084 0.151
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

2019 2018
R R
The municipality makes monthly cantributions for health care arrang ts to the following medical aid schemes:
Bonita's;
LA Health
Keyhealth
Hosmed
Samwumed
2019 2018
ey actuarial assumptions used; % %
i) Rate of interest
Discount rate 9.37% 9.57%
Health Care Cost Inflation Rate 6.83% 7.36%
Net Effective Discount Rate 2.38% 2.06%
The discount rate used is a compesite of all government bonds and is calculated using a technique known as
“bootstrapping”
i} Mortality rates
The PA 80 ultimate table, rated down by 1 year of age was used by the actuaries.
2018 2018
The recognised in the Stat of Financial Position is as follow: R R
Present vaiue of fund chligations 5,871,374 10,140,688
Total Liability 9,871,374 10,140,688
The entire fund is unfunded.
The municipality has elected to recognise the full increase in this defined benefit liability immediately as per [AS 19, Employes
Benefits, paragraph 155 (a}.
Reconciliation of present value of fund obligation:
Present value of fund cbligation at the beginning of the year 10,140,688 11,605,644
Total expenses 1,003,797 1,141,078
Current service cost 481,635 495,155
Interest Cost 950,439 1,092,885
Benefits Paid {428,277} (447 965)
Actuarial [gatns)/Insses (1,273,111) (2,606,031)
Present value of fund ebligation at the end of the year 9,871,374 10,140,688
Less: Transfer of Current Portion - Nate 6 (457,127} {428,277)
Balance 30 June 5,414,247 9,712,411
Sensitivity Analysis on the Accrued Liability
Continuation
In service members liability Total
Assumption members  (Rm) [Rm) {Rm) % change
Central Assumptions 4.662 5.210 9.871
The effect of movements in the assumptions are as fallows:
Continuation
In service members lability
Assumption Change members  (Rm} (Rm} % change
Health care inflation 1% 5.852 5.753 11.405 16%
Health care inflation -1% 3.876 4.746 8.622 -13%
Paost-retirement martality -1 year 4.810 5.401 10,211 3%
Discount Rate 1% 3.892 4.760 8.659 -12%
Discount Rate -1% 5.635 5.745 11,381 15%
Average retirement age -1 year 5.181 5.210 10.361 5%
Continuation of membership at retirement -10% 3.367 5.210 B.577 -13g
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3.2

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

Current-service

Cost
Assumption Change (R}
Central Assumption 421,600
Health care inflation 1% 581,200
Health care inflation -1% 395,100
Post-retirement mortality -1 year 499,000
Discount Rate 1% 400,900
Dizcount Rate -1% 584,400
Average retirement age -1vyear 541,100
Continuation of membership at retirement -10% 382,800

Long Service Bonuses

The Lang Service Bonus plans are defined benefit plans.

As at year end, the following number of employees were eligible for Long Service Bonuses,

Key actuarial assumptions used:
i) Rate of interast
Discount rate

General Salary Inflation (long-term)
Net Effective Discount Rate applied to salary-related Long Service Bonuses

The discount rate used is a compesite of all government bonds and is calculated using & technigue known as

*bootstrapping”

The recognised in the S of Financial Position is as follow:

Present value of fund obligations

Net liability

The liability in respect of periods commencing pricr to the comparative year has been estimated as follows:

Total Liability
Experience adjustments were calculated as follows: 2019
Liabilities: [Gain) / Inss {187,047)

Reconciliation of present value of fund obligation:

Prasent value of fund obligation at the beginning of the year
Total experses

Current service cost
Interest Cost
Benefits Paid

Actuarial {gains)/losses
Present value of fund obligation at the end of the year
Less: Transfer of Current Portion - Note &

Balance 30 lune
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2019 2018
R R
Interest Cost Total
(R) (R) % change
950,400 1,432,000
1,105,400 1,697,500 19%
822,800 1,217,900 -15%
986,400 1,485,400 a%
912,500 1,313,400 -8%
989,100 1,573,500 10%
1,012,300 1,553,400 8%
253,200 1,236,000 -14%
112 113
2019 2018
% %
B.06% 8.58%
5.51% 6.20%
2.42% 2.24%
2019 2018
R R
1,979,571 2,191,703
1,979,571 2,191,703
2017 2016 2015
R R R
1,542,137 1,499,578 1,476,009
2018 2017 2016
{71,658) 57,979 (71,741)
2019 2018
R R
2,191,703 2,076,268
102,738 214,081
194,192 144,305
176,778 125,617
{268,232 {55,841)
(314,870} 198,647)
1,975,571 2,191,703
(266,974 (268,232)
1,712,597 1,923,471
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

2019 2018
R R
Sensitivity Analysis on the Unfunded Accrued Liability
Liability
Assumption Change (Rm) % change
Central assumptions 1980
General salary inflation 1% 2,095 %
General salary inflation -1% 1874 6%
Discount Rate 1% 1.859 6%
Discount Rate -1% 2102 6%
Average retirement age -2 yrs 1.741 -12%
Average retirement age 2yrs 2.209 12%
Withdrawal rates -50% 2.234 13%
Retirement funds
The Municipality requested detalled employes and pansioner information as well as information on the Municipality's share of the
Pension and Retirement Funds’ assets from the fund administrater. The fund administrator confirmad that assets of the Pension
and Retirement Funds are not split per participating employer. Therefore, the Municipality is unable to detarmine the valus of the
plan assets as defined in GRAP 25.
As part of the Municipality’s process to value the defined benefit liabllities, the Municipality requested pensioner data from the fund
administrator. The fund administrator claim that the pensioner data to be confidential and was not willing to share the information
with the Municipality. Without detailed pensioner data the Municipality was unable to calculate a reliable estimate of the sccrued
liakility In respect of pensioners whao gualify for a defined benefit pansicn,
Therefore, although the Cape Joint Retirement Fund is a Multi Employer fund defined as defined benefit plan, it will be accounted for
as defined contribution plan. All the required disclosures have beer made as defined in GRAP 25.31.
CAPE RETIREMENT FUND
The contribution rate payable [s 9% by members and 18% by Counell. The last actuarial valuation performed for the year ended 30
June 2015 revealed that the fund is in a sound financial position with a funding level of 112.1% {30 June 2014 - 112 6%).
DEFINED CONTRIBUTION FUN,
Council contribute to the SAMWU Mational Provident Fund, Government Employees Pension Fund, Municipal Council Pension Fund
and IMATU Retirement Fund which are all defined contribution funds. The retirement berefit fund is subject to the Pension Fund
Act, 1956, with pension being calculated on the pensionable remuneration paid, Current contributions by Council are charged
arainst exvenditure on the basis of current service costs
NON-CURRENT PROVISIONS
Provision for Rehabilitation of Landfill-sites 14,746,489 13,864,509
Londfill Sites
Balance 1 July 13,864,509 22,801,623
Change in accounting policy - (11,233,425)
Change in accounting estimate 4,813,633 -
Unwinding of discounted interest (3,931,653} 2,296,315
Previously stated 1,421,453
Change in accounting policy 874,852
Total provision 30 June 14,746,489 13,864,500
Less: Transfer of Current Portion te Current Provisions - Refer ta note 7 - -
Balance 30 June 14,746,489 13,864,509
The estimated rehabilitation costs for each of the axisting sites are based on the current rates for construction costs. The
assumptions used are as follows:
Calitzdorp Ladismith Van dory Zoar Total
Rehabilitation area (m?) 14,500 55,000 2,500 8,500
Cost R R R R
Preliminary and General 876,563 2,551,375 293,125 1,003,875 4,724,938
Earthwarks 3,306,250 112,500 37,500 40,000 3,546,250
Stormwater Contrel Measures - 35,000 10,000 20,000 65,000
Capping - 8,178,000 875,000 3,175,500 12,228,500
Topsoil replacement - 1,410,000 187,500 547,500 2,145,000
Re-vegetation 200,000 470,000 52,500 182,500 915,000
Engineering Professional Fees 438,231 1,913,531 219,844 752,308 3,324,562
Authority Approval / acceptanee {Closure Licenee) 85,000 E5,000 85,000 85,000 340,000
Total 4,906,095 14,755,807 1,770,470 5,857,281 27,289,253

The municipality has an cbligation to rehabilitate landfill sites at the end of the expected useful life of the asset. Total cost and
estimated date of decommission of the sites are as follows:
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

Estimated
decommission
Lacation date
Calitzdorp 2021
Ladismith 2025
Van Wyksdorp 2024
Zoar 2039

COMNSUMER DEPOSITS

Electricity

Rental Properties
Buildings Plans

Posters

Total Consumer Deposits

Guarantees held in lieu of Electricity and Water Deposits

The fair value of consumer deposits approximate their carrying value. Irterest are not paid on these amounts.

CURRENT EMPLOYEE BENEFITS

Current Portion of Post Retirement Benefits
Current Portion of Long-Service Provisions
Provision for Staff Leave

Staff Bonuses acerued

Total Current Employee Benefits

The movement in current employee benefits are reconciled as follows:

Provision for Stoff Leave

Balance at beginning of year
Contribution to current portion
Expenditure incurred

Balance at end of year

Staff leave accrued to employess according to a collective agreement, Provision is made for the full cost of accrued leave at
reporting date. This provision will be realised as emplovees take [zave, There is no possibility of reimbursement.

Stoff Bonuses accrued
Balance at beginning of year

Cantribution to current portion
Expenditure incurred

Balance at end of year

Bonuses are being paid to all municipal staff, excluding section 57 Managers. The balance at year end represent a portion of the
bonus that has already vested for the current salary cycle.

PROVISIONS
Current Partion of Rehabilitatian of Landfill-sites - Nate 4

Total Provisions
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2019 2018
R R
Cost of Cost of
rehabilitation rehabilitation
2013 2018
R R

6,154,204 10,895,191
29,124,555 10,274,205
3,120,171 5,397,975
18,191,826 7,404,581
56,590,756 33,971,952
B02,848 775,045

815 14,896

148,328 151,171
12,145 12,145
964,206 953,257
457,127 428,277
265,974 268,232
3,753,340 3,233,701
1,444,098 960,693
5,921,539 4,990,903
3,333,701 3,099,624
501,144 1,318,396
(81,505) 11,084,318)
3,753,340 3,333,701
960,693 1,088,126
2,892,400 1,779,507
(2,408,935) (1,906,540}
1,444,088 960,693
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

2019 2018
R R
PAYABLES FROM EXCHANGE TRANSACTIONS
Trade Payables 35,915,602 34,139,218
Previously stated 34,101,129
Correction of error 38,089
Pre-Paid Electricity 274,820 287158
Retantions and Guarantees 2,652,343 2,802,899
Debtors paid in advance 1,614,962 1,482,533
Other payables 8,210,464 6,623,684
Total Trade Payables 48,668,190 45,335,492
Payables are being recognised net of any discounts,
Payables should be paid within 30 days as prescribed by the MFMA This credit period granted is considered to be consistent with
the terms used in the public secter, through established practices and leglslation. Discounting of trade and ather payables on initial
recognition is not deemed necessary,
The carrying value of trade and other payables approximates its falr value,
All payables are unsecured.
UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS
Unspent Grants 14,231,073 12,885,864
National Gevernment Grants 2,864,360 2,110,520
Provincial Gevernmant Grants 8,896,162 8,304,723
Other Grant Praviders 2,470,551 2,470,551
Total Conditional Grants and Receipts 14,231,073 12,885,864
See appendix "D for reconcillation of grants from other spheres of gavernment. The municipality complied with the conditions
attached to all grants received to the extent of revenue recognised. No grants wera withheld.
Unspent grants can mainly be attributed to projects that are work in progress on the relevant financial year-ends.
TAXES
NET VAT RECEIVABLE/(PAYABLE)
WAT is receivable/payable on the cash basis. 2,320,194 4,706,045
Provision for Impairment _ 2
Total Net Taxes Receivables 2,320,194 4,706,045
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

2019 2018

PROPERTY, PLANT AND EQUIPMENT

See attached shest
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

2019 2018
R R

Assets pledged as security:

All the assets obtained by financial leases are pledged as security.

Carrying value of these assets : - -

Third party payments received for losses incurred:

Payments received [Excluding VAT) 5 -

Carrying value of assets written off/lost - -

Deficit - -

Effect of changes In accounting estimates

During the current year useful lives of assets were re-assessed to ensure that assets’ useful lives accurately reflect

the remaining useful lives that each will be utilised,

The effect on the current and future periads are as follow -

2019 2020 2021
R R R
Inerease in Accumulzted Depreciation: Preperty, plant and equipment
Land and Buildings 329 658 987
Infrastructure 558,461 1,116,922 1,675,383
Community Assets 78,023 12,416 (53,191)
Other Assets 12,170 (16,777) (45,724)
Impairment of property plant and equipment for the year 2019 2018
R R
Impairment charges on Property, plant and equipment recognised in statement of financial performance
Other Assets 64,443 54,133
Lease Assets -
Infrastructure 447,899 -
Buildings & 4,183
512,442 58,316

Property, Plant and Equipment which is in the process of being canstructed or developed:

Infrastructure Assets 19,594,448 33,508,890
Roads - -
Electricity 4,715,588 20,226,029
Water Supply 7,648,951 6,052,952
Sanitation 7,228,809 7,228,908

Community Assets 7,751,615 4,733,847

Other Assats ’ -

Total Property, Plant and Equipment under construction 27,346,063 38,242,737

Property, Plant and Equipment that is taking a significantly longer period of time to complete than

expected:

Infrastructure Assets 14,579,752 33,508,891
Electricity (Surya Powers) 4,497,929 4,497,928
Electricity (Electrification of Houses in Calitzdorp) - 15,728,100
Water Supply { Swartberg dam) 2,851,913 2,851,913
Sanitation {Ladismith Waste water treatment works) 7,064,056 7,064,056
Sanitation {Upgrade of Ladismith Waste water treatment works) 165,854 165,854
Zoar Water Reticulation Upgrade - 1777121
Drought rehef - 1,423,918

Community Assets 7,751,615 4,733,847
Community Assets (Zoar Cemetery) 290,261 290,251
Community Assets {Zoar Sports Fields Rehab) 126,085 125,085
Community Assets {Upgrading of sport fizlds in Calitzdorp) 7,335,269 4,317,511

Reasons:
Legal constrains and turnover of senior key personnel

Page 57




KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

12

11.6

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

Expenditure incurred to repair and maintain Property, Plant and Equipment;

Other materials
Contracted Services

Total Repairs and Maintenance

INVESTMENT PROPERTY

Net Carrying amount at 1 July

Cost

Accumulated Depreclation
Arzeumnulated Impairment
Acquisitions

Disposals

Depreclation for the year
Impairment

Transfers from Land and Buildings

Net Carrying amount at 30 June

Cost

Accumulated Depreciation

Accumulated Impairment

Impairment charges on Investment Properties recognised in statemant of financial performance

There are no restrictions on the realizability of Investment Property or the remittance of revenue and proceeds of disposal.

There are no contractual obligations to purchase, construct or develop investment property or for repairs, maintenance or
enhancements.

Revenue derived frem the rental of investment property

Operating expenditure incurred on properties generating revenue

During the current year useful lives of assets wers re-assessed to ensure that assets' useful lives accurately reflect
the remaining useful lives that each will be utilised,

The effact on the current and future periads are as follow :
2018

Increase in Accumulated Depreciation: investment Properties =

INTANGIBLE ASSETS
Computer Software

Net Carrying amount at 1 July

Cost
Previously stated
Correction of errar
Accumulated Amertisation
Previously stated
Correction of error
Additions
Amertisation
Previously stated
Correction of error
Impairments
Disposals

Net Carrying amount at 30 June

Cost
Accumulated Amortization
Accumulated mpairments
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2019 2018
R R
1,348,789 1,107,667

785,710 928,865
2,144,499 2,036,532
1,594,077 1,699,495
2,183,168 2,183,168

(571,774) (465,356)
(17,217} (17,317)
{105,418} (105,418)
1,488,659 1,594,077
2,183,168 2,183,158
(677,152) (571,774}

(17,317) [17,317)

301,752 51,757

2019 2020

R R

2019 2018
R R

73,844 103,742

637,157 540,490 |

£19,430

21,000

[562,313) (535,748)
l (518,983)

(17,765)

(28,564) (29,251
(809)

2 (885)

45,280 73,814
637,157 637,157
(591,877) (563,313)
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2019 2018
R R
The following material intangible assets are included in the carrying value above
Carrying Value
Remaining Amartisation 2019 2018
Description Period R R
Microseft Office and Windows software 5-10 years 45,280 73,844
No intangible asset assessed having an indefinite useful life.
There are no internal generated intangible assets at reporting date.
There are ne intangible assets whose title is restricted,
There are no intangible assets pledged as security for labilities
There are no contractus! commitments for the acquisition of intangible assets
Effect of changes in accounting estimates
During the current year useful lives of assets were re-assessed to ensure that assets’ useful lives accurately reflect
the remaining useful lives that each will be utilised,
The effect on the current and future periods are as follow ;
2018 2019 2020
R R R
Decrease In Accumulated Depreciation 333 335 334
2019 2018
INVENTORY R R
Consumable Stores - Stationery and materials - At cast TOEA4T7 B1,472
Water —at cast 56,530 94,737
Land available for housing projects - At cost 1,262,000 1,000
Previously stated
Correction of error
Total Inventory 2,024,977 177,209
Consumable stores materials written down due to losses as identified during the annual stores counts, 49,756 323,575
Consumable stores materials surpluses identified during the annual stores counts. A -
invantory recognised as an expense during the year 1,360,328 1,241,098
Mo inventory assets were pledged as security for liahilities,
CAPITALIZED RESTORATION COST
Net Carrying amount at 1July - -
Praviously stated 3,798,060
Correction of error (3,798,050}
Acquisitions N .
Additions . .
Depreciatian - -
Previously stated (781,513)
Correction of error 781,513
Change in estimate = -
Impairment - -
Net Carrying amount at 30 June & 3
Cost - -
Frevicusly stated 11,859,279
Correction of error {11,859,279]
Accumulated Depreciation - -
Previously stated (8,842,732)
Cerrection of errar 8,842,732
Accumulated Impairments 2 4%

Refuse tip-sites financed by way of a provision - Refer to note 4 B =
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

2019 2018
R R
RECEIVABLES FROM EXCHANGE TRANSACTIONS
Electricity 2,877,669 2,835,858
Freviously stated 2,857,116
Corraction of error (21,258)
Water 14,719,075 14,511,391
Previously stated 14,568,789
Cerrection of error |58,358)
Refuse 12,415,888 10,594,160
Previousiy stated 10,597,054
Correction of error (2,894}
Sewerage 11,982,097 10,363,529
Praviously stated 10,377,321
Correction of errar | {13,792)
Rentals 38,378 52,957
Sundry Recelvables 963,765 1,183,016
Pravious'y stated 1,273,019
Correction of error (84,003)
Total Receivables from Exchange Transactions 42,996,873 39,556,911
Less: Allowarice for Doubtful Debts {40,260,941) (36,241,302)
Total Net Receivables from Exchange Transactions 2,735,932 3,315,609
Consumer debtors are payable within 30 days. This credit period grented is considered to be consistent with the terms used inthe
public seetor, through established practices and lagislation, Discounting of trade and cther receivables on initial reccgnition is not
deemed necessary
Ageing of Receivables from Exchange Transactions:
lectr] : A
Current (0 - 30 days) 700,556 675,139
31- 60 Cays 110,637 82,832
61 - 90 Days 53,280 67,3126
+90 Days 2,013,196 2,010,561
Total 2,877,669 2,835,858
ter): Agein
Current {0 - 30 days) 643,312 631,605
31- 60 Days 518,043 445,147
61 - 90 Days 378,486 471,965
+90 Days 13,179,234 12,958,674
Total 14,718,075 14,511,391
{Refuse): Agelng
Current {0 - 30 days) 493,542 484,594
31-60 Days 323,184 332,383
61 - 50 Days 290,646 308,752
+90 Days 11,308,516 9,468,431
Total 12,415,888 10,594,160
fSeweroge): Ageing
Current (0 - 30 days) 495,176 512,718
31-60 Days 305,373 325,519
61 - 80 Days 267,459 301,797
+90 Days 10,514,089 9,223,497
Total 11,982,097 10,363,529
{Rentals): Ageing
Current {0 - 30 days) - 2,626
31 - 60 Days - 1921
61 - 90 Days - 1,746
+90 Days 38,378 56,664
Total 38!3?8 EZFQ‘ST
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[Sundry): Ageing
Current {0 - 30 days) 58,767 77,431
31-60 Days 17,041 24,817
€1 - 30 Days 13,579 25222
+90 Days 874,379 1,081,546
Total 963,766 1,185,016
(Total): Ageing
Current (0 - 30 days) 2,381,353 2,384,111
31-60Days 1,274,278 1,216,619
61-90 Days 1,003,850 1,176,808
+ 90 Days 38,327,792 34,779,373
Total 42,996,873 39,556,911
Reconcillation of Provision for bad debts
Balance at baginning of year 36,241,302 53,270,541
Contribution to provision/{Reversal of provision} 4,019,639 (17,029,239)
Balance at end of year 40,260,941 36,241,302
Concentrations of credit risk with respect to trade receivables are limited due to the municipality’s large number of customers. The
municipality's historical experience in collection of trade receivables falls within recorded allowances, Due to these factors,
management believes that no additianal risk beyond amounts pravidad fer collection losses is inherent in the municipality's trade
receiuahbles
RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS
Rates 21,143,615 20,642,323

Previously stated 21,889,425

Correction of errar (1,247,102}
Other Receivables 6,245,509 7,823 434

Suspense Debtors 6,545,509 l ' 7,823,434
Total Receivables from Non-Exchange Transactions 28,090,124 28,465,757
Less: Allewance for Doubtful Debts {25,989,060) {26,750,078)
Total Net Receivables from Non-Exchange Transactions 2,101,064 1,715,680
Rates debtors are payable within 30 days. This credit periad granted is considerad to be consistent with the terms used in the public
secter, through established practices and legislation. Discounting of rates debters are not performad in terms of GRAP 104 on initial
recognition.
Included in Suspense Debtors is outstanding traffic fines receivable which is assessed for impairment based on expected future cash
flows. A provision for doubtful debts of R5,831,293 (2018: R6,170,668) was ralsed against the gross smeunt receivable,
Ageing of Receivables from Non-Exchange Transactions:
‘Rates):

Current (0 - 30 days) B40,674 816,293
31-60 Days 377,500 396,264
61 - 30 Days 186,706 315,245
+50 Days 19,638,736 19,110,521
Total 21,143,616 20,642,323
Reconciliation of Provision for Bad Debts
Balance at beginning of year 25,750,078 29,305,416
Contribution to provision 5,064,158 7527,670
Traffic Fines Written Off {5,825,178) (10,083,008}
Balance at end of year 25,985,060 26,750,078

Conecentrations of credit risk with respect to nen-exchange recelvables are limited due to the municipality’s large number of
customers. The municipality’s historical experience in collection of non - trade receivables falis within recorded allowances. Due to
these factors, management believes that ne additional risk beyond amounts provided for collection losses is inherent in the
municipality’s nen-exchange receivables,
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OFERATING LEASE ARRANGEMENTS
The Municipality as Lessor (Asset)

Balance on 1 July
Movement during the year

Balance on 30 lune

At the Statement of Finaneial Pasition date, where the municipality acts as a lessor under operating [eases, it will recaive operating
lease income as follows:

Upto 1l Year
1to5 Years
More than 5 Years

Total Oy

ing Lease Ary

This lease income was determined from contracts that have a specific conditional income.
The |lzases are in respect of land and buildings being leased out for periods ranging until December 2023,

The municipality does not ergage in any sub-lease arrangemants,
The municipality did not pay any contingent rent during the year,

The Municipality as Lessee Liability)

Balance on 1 July
Movement during the vear

Balance on 30 Junae

At the Statement of Financial Position date, where the municipality acts as 2 lessee under operating leases, it
will pay operating lease expenditure as follows:

Upto 1 Year

1to 5 Years

Mare than 5 Years

This operating lease expenditure determined from contracts that have a specific condition expenditure and
does not include leases which have an undetermined conditional expenditure.

CASH AND CASH EQUIVALENTS

Assets

Call Investmants Deposits
Bank Accounts
Previously stated
Correction of error
Cash Floats

Total Cash and Cash Equivalents - Assats

Cash and cash equivalents comprise of cash held and short- term depesits. The CaMTYing amount of these assets approximates their
fair value.

The municipality has the following bank accounts:

Current Accounts Bank statements

Standard Bank Current account - Aceaunt number 420543545
Standard Bank Current account - Account number 420543554
Standard Bank Current account - Account number 420543562

Call investments statements

Standard Bank Call Deposit - Account number 288798546

Current Accounts

Cash book balance at baginning of year
Cash book balance st end of year

Bank statement balance at beginning of year
Bank staterment balance at end of year
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34,747 43,765
16,561 [3,018)
51,308 34,747
479,363 386,918
687,883 1,167,246
1,167,246 1,554,164
5,750 .
2,277 5,750
8,027 5,750
240,431 101,483
324,070 564,501
564,501 665,994
8,385,533 31,916
3,240,201 1,512,297
1,508,490
3,807
4,500 4,500
11,631,234 1,548,713
2,872,402 1,094,381
512,772 222,286
374,906 141,810
3 750,080 L958,477
8,322,988 31,916
322,388 31,516
—— 8372988 —_  J1916
1,512,297 241,456
3,240,201 1,512,297
1,458,477 1,187,698
3,760,080 1,458,477
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2015

NON CURRENT INVESTMENTS

Fixed Deposits
Previously stated
Correction of error

Total Non- Current Investments

PROPERTY RATES
Adtual
Rateable Land and Buildings

Rateable Land and Buildings
Previously stated
Correction of error

Less: Rebates

Total Assessment Rates

Voluations - 1 JULY 2013

R ble Land and Buildi

Residenttal Properties -Sec 8(2)(a)

Industrial Properties - Sec B{2)(b)

Business and Commerclal Properties-Sec B{2}(c)
Farm Agricultural Purposes - Sec 8(2)(d)(i)
Church

Mature Reserve

General

State Owned - Sec 8(2)(g)

Municipal Cwined-Sec 8(2)(h)

Total Assessment Rates

Valuations an land and buildings are required by Section 32(1)(b} of the Municipal Property Rates Act No.G of 2004 , to be performed
every four years. The |ast valuation came Into effect on 1 July 2013,

Rates:

Residential

Business and Commerclal

State Owned

Agricultural

Rates are levied annually and monthly. Monthly rates are payable by the 15th of the following marth and annual rates are payable
before 30 September, Interest is levied at the prime rate plus 1% on outstanding monthly rates,

Rebates can be defined as any income that the municipality 1s entitled by law te levy, but which have
subsequently been forgene by way of rebate or remission.
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17,755
(17,755)
21,352,503 20,785,318
21,352,503 20,785,318
21,198,594
(413,278}
5,077,221 3,955,063
16,275,282 16,830,249
519,757,500 518,451,500
28,263,000 28,263,000
118,632,000 118,747,000
1,509,704,080 1,514,718,080
44,020,000 44,020,000
55,875,000 50,269,000
18,101,000 18,141,000
108,823,000 108,823,000
9,037,500 58,327,500
2,472,213,080 2,450,801,080
1.3880¢/R 1.3098¢/R
2.5330¢/R 2,3899¢/R
2.5330c/R 2,3899¢/R
0.3470¢/R 0.3276¢/R
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2019 2018
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GOVERNMENT GRANTS AND SUBSIDIES
Unconditional Grants 25,362,000 24,023,000
Equitable Share 25,362,000 24,023,000
Conditional Grants 32,879,461 43,939,432
Grants and danations 332,879,461 43,939,432
Previously stated 34,759,601
Correcticn of error 9,179,831
Total Government Grants and Subsidies 58,241,461 67,962,432
Government Grants and Subsidies - Capital 18,343,740 20,479,121
Government Grants and Subsidies - Operating 39,897,721 47,483,311
Previously stated 38,303,480
Correction of error 9,179,831
58,241,461 67,562,432
Revenue recognised per vote as required by Section 123 (¢} of the MFIVIA
Community Services 1,097,379 1,212,000
Corporate Services 8,751,957 8,381,101
Executive Council 78,125 77,653
Financial Services 9,394,462 13,253,096
Technical Services 13,576,538 21,015,583
32,879,461 43,939 432
The municipality does not expect any significant changes ta the level of grants.
Equitable share
Opening balance - -
Grants received 25,362,000 24,023,000
Conditions met - Gperating (25,362,000} (24,023,000)
Conditions stil to ke met - 4
The Equitable Share is the unconditional share of the revenue raised nationally and is being allocated In terms of Section 214 of the
Constitution (Act 108 of 1926) to the municipality by the National Treasury.
Expanded Public Works Program (EPWP)
Cpening balance - "
Circular 79 -seff funding
Grants received 1,055,000 1,000,000
Conditions met - Operating (1,055,000} (1,000,000}
Conditions met - Capital ~ &
Conditions still to be met - ,
Job creatien projects in previous disadvantage areas
Local Government Financial Management Grant [FMG)
Opening balance 147,990 147,930
Circular 79 -self funding
Grants raceived 2,215,000 2,145,000
Conditions met - Operating {2,215,716} {2,145,000)
Conditions met - Canital
Conditions still to be met 147,274 147950

The Financial Managemant Grant is paid by National Treasury to municipalities to help implement the financial referms required by
the Municipal Finance Management Act (MFMA), 2003, The FMG Grant also pays for the cost of the Financial Management
Intarnship Programime (e.e. salary costs of the Financial Management Interns),

Page 64 'K Dby bl e e



KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

2018 2018
R R
224 Municipal Infrastructure Grant (MIG)
Opening balance 1,155,030 -
Circular 79 -self funding
Repaid (1,100,000) :
Grants received 8,392,000 10,370,000
Conditions met - Operating {507,800} 1518,500)
Conditions met - Capital (7,904,229] [8,595,4 70)
Grant expenditure to be recovered 35,001 1,155,030
The grant was used to upgrade infrastructure in previously disadvantaged areas.
225 Other Grants
Opening balance 11,582,847 10,131,205
Circular 79 -zelf funding B
Grants received 24,762,669 28,110,480
Previously stated 18,930,649
Correction of error 9,175,831
Repaid (1,100,000} {1,252,000)
Conditions met - Cperating (10,757,204} (13,624,186
Previously stated [4,444,355)
Corraction of error 3,179,831
Conditions met - Capital (10,439,511) {11,782,652)
Conditions still to be met 14,048,801 11,582,847
226 Total Grants
Opening balance 12,885,867 10,279,195
Grants received 61,786,669 71,821,105
Circular 79 -self funding 2
Repald (2,200,000) (1,252,000)
Conditions met - Operating (39,897,721) (47,483,311)
Conditions met - Capital (18,343,740) (20,475,122)
Conditions still to be met 14,231,075 12,885,867
Disclosed as follows:
Unspent Conditional Government Grants and Receipts 14,231,073 12,885,864
14,231,073 12,885,864
SERVICE CHARGES
Electricity 44,924,233 44,641,621
Water 12,961,551 13,040,679
Refuse remaoval 5,801,162 4,381,981
Sewerage and Sanitation Charges 5,985,459 6,617,706
Total Service Charges 69,672,405 68,681,987
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EMPLOYEE RELATED COSTS
Salaries and Wages 35,701,349 33,475,958
Contributions for UIF, pensions and medical aids 5,905,843 5,447,503
Travel, motor car, accommodation, subsistence and ather allowances 4,856,125 3,410,285
Graup Insurance 48,963 72,611
Contribution to provision - Post Retirement Madical 158,963 {1,016,591)

Current service cost 481,635 486,155

Interest Cast 450,438 1,082,885

Actuarlal Gains /Losses (1,273,111) (2,606,031)
Contribution to provisicn - Long Service Awards 55,100 171,275

Current service cost 194,192 144,305

Interest Cost 176,778 125,617

Actuarial Gains/Losses {318 870) (98,647)
Housing benefits and allowances 281,062 203,587
Overtime Payments 1,643,656 1,350,180
Standby 1,565,449 1,295,216
Bonus 2,408,995 1,779,507
Cellphene allowance 109,776 128,530
Staff Leave 580,757 1,318,394
Total Employee Related Costs 55,437,038 47,694,045
KEY MANAGEMENT PERSONNEL
Municipal Manager and CFO are appointed on a eontract basis. There are no past-empl 1t oF tarmination k fits pavable to
thern at the end of the contract period.
REMUNERATION OF KEY MANAGEMENT PERSONNEL
Remuneration of the Municipal Manager
Annual Remuneration 1,060,014 1,005,339
Car Allowance 651,373 72,212
Cantributions to UIF, Medical, Pension Funds and Bargaining Couneil 852 86,772
Leave = 58,984
Cell phone allowance 20,000 37,630
Travelling reimbursement & 36,887
Total 1,142,279 1,297,874
Remuneration of the Chief Financial Officer
Annual Remuneration 1,079,728 TE8E,0T2
Car Allowance 126,668 66,000
Centributions to UIF, Medical, Pension Funds and Bargaining Cauncil 1,933 22,211
Cell phene allowance 32,176 20,000
Leave 5 58,811
Travelling reimbursement = 30,599
Total 1,240,505 986,093
Remuneration of the Head of Corporate Services
Annuzl Remuneration - 566,414
Car Allowance - 133,086
Contributions to UIF, Medical, Pension Funds and Bargaining Council 5 230,049
Housing - 8,904
Leave paid # 37,170
Traveliing reimbursement - 653
Total - 1‘3?5,376
Remuneration of the Head Technical Services
Annual Remuneration 381,663 61,926
Car Allowance 44,263 10,000
Contrlbutions to UIF, Madical, Pension Funds, 5DL, Group Life and Bargaining Council 595 157
Cell phone allowance 12,500 2,500
Travelling reimbursement - 3,000
Total 435,021 7?=533

v.(-r "
Page 66 -




KANNALAND MUNICIPALITY
ANNLIAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

25

26

7

28

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

REMUNERATION OF COUNCILLORS

Executive Mayor allowance

Deputy Executive Mayor allowance
Speaker allowance

Ceuncillors allowances

Councillors other allowances

Total Councillors’ Remuneration
In-kind Benefits

The Executive Mayor and all the committee members are full-time councillors. The Mayor, Deputy Mayeor and Speaker are provided
with secretarial support and an office at the cost of the Council.

IMPAIRMENT (LOSS/REVERSAL OF IMPAIRMENT LOS5) on RECEIVABLES

Trade Receivables from non-exchange transactions
Trade Receivables from exchange transactions

DEPRECIATION AND AMORTISATION

Property Plant and Equipment
Investment Property
Intangible Assets

Landfill Sites

IMPAIRMENT LOSS/ REVERSAL of IMPAIRMENT LOSS on FIXED ASSETS

Property Plant & Equipment
Investment Propertias
Intengible asssts

FINANCE COSTS

Other
Previously stated
Correction of error
Other - Diseaunt
Previously stated
Correction of error
Long-term Liabilities
Landfill Sites
Previously stated
LCorrection of error

Total finance charges

BULK PURCHASES
Electricity

Water

Total Bulk Purchases
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834,844 789,553
400,395 377,003
591,870 640,604
1,384,450 1,148,423
11,733 19,724
3,323,202 2,975,407
4,790,745 4,647,607
4,019,640 [11,927,971)
8,810,385 (7,280,364)
13,335,214 12,283,733
105,418 105,418
28,564 29,251
13,469,196 12,418,402
512,442 4,183
512,442 4,183
1,570,519 2,851,291
1,748,510
1,102,781
{778,664) 3,087,781)
ns 087,781
273,707 329,023
(3,931,653} 2,296,315
1,421,452
874,862
(2,866,091) 2,388,847
35,360,685 32,105,711
175,869 474,835
35,536,554 32,580,546
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CONTRACTED SERVICES

Accounting and Auditing
Previously stated
Correction af errar
B and Fi ial i
Catering Services
Housing
Legal Advice and Litigation
Maintenance of Buildings and Facilities
Maintenance of Equipment
Maintenance of Unspecified Assets
Medical
Meter Managemeant
Organisational
Refuse Remaval
Security Services
Traffic Fines Managemant
Prepaid Electricity Vendors
Water

Total

OPERATIONAL COS5TS

Advertising, Publicity and Marketing

Assets less than the Capitalisation Threshold
Bank Charges, Facility and Card Fees
Commmission

Deeds

Entertainment

Insurance Underwriting

Landfill Sites

Membership

Maotor Vehicle Licence and Registrations
Municipal Services
Postage/Stamps/Franking Machin

Printing, Fublications and Books
Professional Bedies, Membership and Subscription
Remuneration to Ward Committees
Seminars, Conferences, Workshops and Events
Skills Development Fund Lewvy

55 Bulk Message Service

Software Licences

Staff Recruitment

Telephone, Fax, Telegraph and Telex

Travel and Subsistance

Uniform and Protective Clothing

‘Wet Fuel

Total Operational Costs

Inventory Consumed
Consumables

Materials and Supplies
Transfers and Subsidies

Special projects
Tourism development

2013 2018

R R
4,602,189 8,587,952
5,008 836
3,444 036 2,448,060
- 19,202
1,061,438 6,212,555
566,180 1,798,732
263,935 237,641
77,373 216,810
454,402 484,415
1,082 1,897
121,800 315,314
3,235,537 1,306,201
- (1,268)
7721 {25,748)
199,739 338,276
- 142,713
30,100 44,647
14,065,481 22,157,398
12,472 112,076
123,845 27,593
286,539 204,276
655,266 444,677
37,814 31,577
30,560 29,146
502,803 285,939
81,725 248,950
409,473
97,566 76,075
1,740,127 2,240,459
393,654 223,484
385,034 234,187
7,347 37,008
215,000 -
11,814 -
399,686 337,031
L) 67,562
186,425 760,225
- 82,400
585,570 856,164
745,466 1,302,734
74,413 29,800
1,225,463 1,054,326
7,912,589 9,105,624
11,539 83,548
1,348,789 1,157,549
1,360,328 1,241,097
405,612 160,935
= 142,807
405,612 303,742
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2018 2018

CORRECTION OF ERRORS IN TERMS OF GRAF 3 AND RE-CLASSIFICATIONS

Prior year adj; due to nen-compliance with accounting policy and errors

i}

(ii)

(iii)

(iv)

(v}

{vi)

(vii)

{wiii}

(ix)

(x)

{xi)

(i)

(xiii)

During the reconciliation of long-term liabilities it was noticed that liabilities was incarrectly stated at year end. The error have been corrected and has resulted in the

fellowing corrections :
(Dt} Accumulated Surplus - Prior year opening A1,285; (Dt} Accurnulated Surplus - Prior year through Finance Charges R464; (Cr) Long-term liabilities {Finance leases) R1,413;

{Cr} Long-term liabilities (Annuity loans) R336.

During the reconciliation of investments it was noticed that an old Investment was inearrectly diselosed as having balance when it was closed in the past. The error have been

corrected and has resulted in the following corrections :
(Dt} Accumulated Surplus - Prior year apening R17,755; [Cr) Investments R17,755.

During the reconciliation of receivables it was noticed that certaln account were incarrectly levied in priar years. The error have been correctad and has resulted in the

following corrections :
(Dt} Accumulated Surplus - Prior year opening RS3%,064; {Dt] Accumulated Surplus - Through prior year surplus/deficit R488,383; (Cr) Receivables from exchange transactions -

Electricity R21,258; {Cr) Receivables from exchange transactions - Water R58,398; [Cr} Receivables fram exchange transactions - Refuse R2,894; (Cr) Receivables from excha nge
transactions - Sewerapge R13,792; (Cr) Receivables from excharge transactions - Sundry R84,003; (Cr) Recelvables from nen-exchange transactions - Rates R1,247,102,

During the calculation for straight-lining of operating leases it was noticed that new leases wasn't added to the caleulation in the priot year. The error have been corrected and
has resulted in the following corrections

(Dt} Operating [ease Asset R3,286; (Cr) Accumulated Surplus - Through prior year surplus/deficit R3,286,

During the reconciliation of property, plant and equipment it was found that depreciation was calculated incorrectly in the prior year, The error have been corrected and has
resulted in the following corrections :

[Dt) Property, Plant and Equipment - Accumulated Depreciztion R28,358; (Cr] Accumulated Surplus - Through prior year surplus/deficit R28,359,

With the annual asset count ,assets were found which were previously not inciuded in the asset register. These assets are naw for the first time recognised at fair value, The

error have been corrected retrospectively and has resulted In the following corrections :
(Dt} Property, Plant and Equipment - Cast R336,513; (Dt) Accumulated Surplus - Through prisr year surplus/deficit R27,243; (Cr) Property, Plant and Equipment - Accurnulated

Depreciation R253,258; [Cr) Accumulated Surplus - Through prior cpening R111,198,

During the reconciliation of proparty, plant and equipment it was found that certain saftware items were incorrectly allocated. The error have been corrected and has

resulted in the following corrections :
{Dt] Intangible Assets - Cost R21,000; (Dt} Property, Plant and Equipment - Accumulated Depreciation R18,574; (Cr) Intangible Assets - Accumulated Depreciation R18,574; (Cr)

Property, Flant and Equipment - Cost R71,000,

During the reconcillation of cash and eash equivalents it was found that bank charges was duplicated in error. The arror have been carrected and has resulted in the following
corrections |

(DOt} Cash and cash equivalents R3,807; (Cr) Accumulated Surplus - Through priar year surplus/deficit R3,807,

|t was noted that the disclosure of capitalised restaration cost on the face of the statement of financial position is contrary to the GRAP17 requirements. The costs should have
been incorporated into the cost of underlying assets, The error have been correctad and has resulted in the following corrections :

(Dt} Infrastructure Assets - Salid Waste (Cost) R11,859,279; [Cr) Capitalized Restoration Cost (Cost) R11,859,279; (D) C: lized Restoration Cost [Accumulated Depreciation)
RE,B42,732; Infrastructure Assets - Solld Waste (Accumulated Depreciation) R8,842,732,

Previously certain Agency and Collection Revenue was disclosed and grouped under Operational Revenue inerror. The error have been corrected and has resulted in tha

following corrections :
(Dt} Operational Revenue R999,869; (Cr) Agency and Collectian Services R999,869.

During the reconciliation of property, plant and equipment it was noted that capital expenditure incurred in the prior year was included in the current year work in progress for
Sports Fields and Stadia. The error have been corrected and has resulted in the following carrections

(Dt) Property, Plant and Equipment - Wark in Progress R38,089; (Cr) Payables from Exchange Transactions R38,089,

During the reconciliation of audit fees it was noted that prior year transactions relating to audit fees was incorractly disclosed.  The error have been corrected and has

resuited in the following corrections |
(D) Contracted Services - Accounting and Auditing RS,008,836; (Dt} Finance charges - Other R1,102,781; (Dt} Accumulated Surplus - Through prior year opening R6,155,985:
(Cr} Finance Charges - Discount R3,087,781; |Cr) Government Grants and Subsidies-Operational R9,179,831;

It was found that municipal land have been earmarked for housing projects. This land should have been allocated ta inventory at cost, but was disposed as property, plant and
equipment in a prior financial year. The error have been corrected and has resulted in the following corrections :
[Oth Inventory R1,000; Accumulated Surplus - Through prior year epening R1,000;
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2013 2018
R R
The above note 35.1 representing the narratives of the following Corrections of Errors as set out fram notes 35.2 to 35.17
35.2 Accumulated Surplus 2018 2017 and Prior
R R
Balance previously reported 7,702,133 222,755,343
Adjustments:
Correction of error-{see note 35.1.01) (454) {1,285)
Correction of error-{see nete 35.1.(if) | - (17,755)
Correction of error-(see note 35, 1.(ii) | (488,383) (939,064}
Correction of error-isee note 25.1.{iv) | 3,285 -
Caorrection of error-{see note 35 1.(v} ) 28,359 -
Correction of errar-(ses note 35.1.(vi) ) {27,943) 111,198
Correction of error-{see note 35.1.(vil) - -
Correction of error-{see note 35.1.(vili) ) 3,807 -
Carrection of error-{see note 35.1.(ix) } 781,513 3,798,060
Carrection of error-{see note 35,1 (ix) ) {781,513) (3,798,060}
Correction of error-(see note 35.1.(x) ) 995,869 -
Correction of errer-(see note 35.1.(x} ) (993,863) -
Correction of errar-{see note 35.1 (xi} ) 38,089 -
Correction of error-{see note 35.1 (xi}) {38,082) -
Correction of error-{see note 35.1.(xii) ) 6,155,955 (6,155,9395)
Correction of error-{see note 35.1.{xill} ) - 1,000
Total adjustments 5,674,657 (7,001,901)
Adjustments per note 36 {874,863) 11,233,429
Restated balance 12,501,927 226,986,871
Restated balance 30 JUNE 2018 239,488,798
35.03 CURRENT PORTION OF LONG-TERM LIABILITIES (Finance Leases)
Balance previously reported 450,879
Correction of error-(see note 35 1.(1} } 1,413
Restated balance 30 June 2018 452,292
35.04 LONG-TERM LIABILITIES {Annuity Loans)
Balance previously reported 2,386,683
Correction of error-{see note 35.1.{i) } 336
Restated balance 30 June 2018 2,387,019
—_————
35.05 INVESTMENTS
Balance previously reported 17,755
Correction of error-{see note 35.1.(ii) (17,755}
Restated balance 30 June 2018 -
—_— =
3506 RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS (Rates)
Balance previously reported 21,885,425
Correction of error-(see note 35.1.(iii) ) 1,247,102)
Restated balance 30 June 2018 20,642,323
——————————
35.07 RECEIVABLES FROM EXCHANGE TRANSACTIONS {Electricity)
Balance previously reported 2,857,116
Correction of error-{see note 35.1.4ii) ) {21,258)
Restated balance 30 June 2018 2,835,858
35.08 RECEIVABLES FROM EXCHANGE TRANSACTIONS (Water)
Balance previously reported 14,569,789
Corraction of error-[{see note 351 (i} } [58,398)
Restated balance 30 June 2018 14,511,391
_——
35.09 RECEIVABLES FROM EXCHANGE TRANSACTIONS {Refuse)
Balance proviausly reported 10,597,054
Correction of error-{zee note 35 1 (i) | 12,394]
Restated balance 30 June 2018 10,594,160
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3510

3511

3512

3513

35.19

3515

35.16

3517

35.18

36.1

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

2019 2018
R R

RECEIVABLES FROM EXCHANGE TRANSACTIONS {Sewerage)
Balance previously reported 10,377,321
Correction of error-(see note 35.1.0ii) ) {13,792)
Restated balance 30 June 2018 10,363,529

EEE——
RECEIVABLES FROM EXCHANGE TRANSACTIONS (Sundry receivables)
Balance previously reported 1,273,019
Correction of error-{see note 35.1.(ii} ) {84,003!
Restated balance 30 June 2018 1,189,016
OPERATING LEASE ASSET
Balance previously reported 31,461
Correction of error-{see note 35.1.{iv} ) 3,286
Restated balance 30 June 2018 34,747

Ea————
CASH AND CASH EQUIVALENTS - Bank Accounts
Balance previously reported 1,508,490
Caorrection of error-(see note 35.1.{v) ) 3,807
Restated balance 30 June 2018 1,512,297
CAPITALIZED RESTORATION COST
Balance previously reported 3,016,547
Correction of error-[see note 35.1.(ix) ) (11,859,273}
Correction of error-{see nete 351 .{ix) ) 8,842,732
Restated balance 30 June 2018 2
PROPERTY, PLANT AND EQUIPMENT - INFRASTRUCTURE - SOLID WASTE
Balance previously reported a
Carrection of error-{see note 35.1.{ix) ) 11,859,279
Correction of error-{see note 35.1.(ix) } [B,842,732)
Restated balance 30 lune 2018 3,016,547
PROPERTY, PLANT AND EQUIPMENT - COMMUNITY ASSETS - SPORT FIELDS AND 5TADIA - WORK IN PROGRESS
Balance previously reported 4,193,590
Correction of error-{see note 35.1.(x} ) 38,089
Restated balance 30 June 2018 4,231,679
PAYABLES FROM EXCHANGE TRANSACTIONS - TRADE PAYABLES
Balance previously reported (34,101,129)
Correction of error-(sea note 35.1.(xi} } [38.089!
Restated balance 30 June 2018 {34,139,218)

_
INVENTORY - LAND AVAILABLE FOR HOUSING PROJECTS
Balance previously reported “
Correction of error-(see note 35.1.{xi} } 1,000
Restated balance 30 June 2018 1,000

CHANGES IN ACCOUNTING POLICY IN TERMS OF GRAP 3

The municipality have changed it's policy on provisions with regards te the discounting rate used fer calculating the time value of maney. Praviously the estimated investment rate was
used in the calculation. Management feels that a rate closer to the risk of liability should be used as base of the calculation as it would be more relevant to the user. The accounting
policy were changed to use the eurrent barrowing rate

The effect on the current and prior period is shown below.
Statement of Financial Position

Mon-Current Frovisions 565,789 10,358,566
Accumulated Surplus/(Deficit) . {11,233,429)
Statement of Financial Performance

Finance Costs |565,789) 274,863
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

2019 2018

CHANGES IN ESTIMATES IN TERMS OF GRAP 3

During the completion of a valuation of future cost of rehabilitation of landfill site the external exparts came to a new estimate of the sizes of each |andfill site owned by the
municipality,

This change in estimate had the fellowing changes the current year figures.
Statement of Financial Position

Non-Current Provisions {4,813,633)
Property, Plant and Equipment - Infrastructure - Solid Waste - Cost 4,813,633
Property, Plant and Equipment - Infrastructure - Solid Waste - Accurnulated Depreciation (527,495)
5 of Financial Perf e

Depreclation 527,495

RECONCILIATION BETWEEN NET SURPLUS/(DEFICIT) FOR THE YEAR AND CASH GENERATED/[ABSORBED} BY OPERATIONS

Surplus/{Defieit) for the year 10,810,887 12,501,930
Adjustments for:

Depreciation 13,440,633 12,389,132
Amortisation of Intargible Assets 28,564 28,251

Debt Impairment 8,810,385 |7,280,364)
Transfer of Fixed Assets to Inventory 1,261,000 -

(Impairment Loss)/Reversal of Impairment Loss on Fixed Assets 512,443 4,183

Inventeries: [Write-down}/Raversal of Write-down to Net Realisable Value 49,756 323,575

Gainsf{Loss) on Sale of Fixed Assets 147,678 2,602,359

Contribution te current employee benefits 930,636 166,530

Centributian from/to employee benefits {509,038} (1,409,407)
Contribution to Landfill site 881,980 2,296,316

Contributian to Landfill site - effect of change in estimate (4,813,623) -

Operating lease expenditure/fincame acerued {14,284) 16,967

Cperating Surplus/{Deficit) before changes in working capital 31,537,007 21,730,472

Changes in working capital (3,443,858) {3,429,357)
Increase/{Dacrease) in Payables for Exchange Transactions 3,332,698 {14,629,463)
Increase/{Decrease} in Unspent Conditional Government Grants and Raceipts 1,345,208 2,606,675

Increase/{Decrease| in Taxes 2,385,851 207,689

(Increase)/Decrease n Inventary {1,897 524) (46,385)
(Increase]/Decrease in Trade and other receivables {8,616,032) 8442717

Cashg d/(absorbed) by op i 28,087,149 18,301,104

CASH AND CASH EQUIVALENTS

Cash and cash equivalents included in the cash flow statement comprise the following:

Call Investments Deposits - Note 19 8,386,533 31,916
Cash Floats - Note 19 4,500 4,500
Bank - Note 13 3,240,201 1512297
Total cash and cash equivalents 11,631,234 1,548,713

RECONCILIATION OF AVAILABLE CASH AND INVESTMENT RESOURCES

Cash and Cash Equivalants - Note 39 11,631,234 1,548,713
11,631,234 1,548,713

Less: (15,185,279) (13,835,121}
Unspent Committed Conditiona! Grants - Note 9 (14,231,073) {12,885,864)
Consumer deposits (964,206) [953,257)
Resources available /[deficit) for other and working capital reg {3,564,045) (12,290,408)
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42.1

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

UTILISATION OF LONG-TERM LIABILITIES RECONCILIATION

Leng-term Lizbilitles - Note 2
Used to finance property, plant and equipment - at cost

Cash set aside for the repayment of long-term liabilities

Cash invested for repayment of long-term liabilities

Long-tarm liabilities hava been utilized in accordance with the Municipal Finance Management Act.

BUDGET COMPARISONS

Operational
Revenue by source

Froperty Rates

Government Grants and Subsidies-Operational
Government Grants and Subsidies-Capital
Public Contributions and Donatians
Contributed Property, Plant and Equipment
Actuarial Gains

Service Charges

Rental from Fixed Assets

Fines, Penalties and Forfaits

Interest Earned - external investments
Interest Earned - outstanding receivables
Interest Earned - non exchange transacticns
Licences and Permits

Cperational Revenus

Agency and Collection Services

Sales of Goods and Rendering of Services

Expenditure by nature

Employes Related Casts
Remuneration of Councillors
Depreciation and Amartisation
Bad Debts Written -off
Inventary Cansumed
Finance Costs

Buik Purchases

Operational Costs
Operating Leases
Centracted Services
Transfers and Subsidies

Total Expenditure

Operating Surplus

Invantories: (Write-down)/Reversal of Write-down to Net Realisable Value
Impairment Loss/[Reversal of Impairment Loss) on Receivables
(Impairment Loss}/Reversal of Impairment Lass on Fixed Assets
Gains/{Less) on Sale of Fixed Aszets

NET SURPLUS/(DEFICIT) FOR THE YEAR

2019 2018
R R
1,940,657 2,392 B39
{1,940,857) (2,392,839)
2019 2019 2019 2019
R R R
(Actual) [Budget) (variance) (%)
16,275,282 23,629,496 [7.354,214) -31.1%
39,897,721 39,652,160 245,561 0.6%
18,343,740 23,448,200 (5,104,450) -21.8%
- - - 0.0%
190,597 # 190,897 100.0%
= - = 0.0%
63,672,405 71,637,568 {1,965,163) -2.7%
516,457 470,500 45,987 9.8%
5,020,989 2,480,300 {2,459,311) -29.0%
732,342 793,870 (61,528) -7.8%
3,653,104 3,807,500 1154,3585) -4.1%
1,183,267 1,338,420 {156,153) -11.7%
172,889 169,500 3,339 2.0%
15,322 16,500 {1,178} -1.1%
1,053,323 1,220,000 {166,677} -13.7%
381,345 307,400 73,945 24.1%
158,109,223 174,972,414 {16,863,191) -3.6%
55,437,037 55,171,654 265,383 -0.5%
3,323,290 3,130,650 192,640 -5.2%
13,469,197 10,660,845 2,808,352 -26.3%
8,575,107 14,183,000 {5,607,833) 39.5%
1,360,328 3,148,786 {1,788,458) 56.8%
{2,866,091) 920,638 |3,786,729) 411.3%
35,535,554 32,258,681 3,277,873 -10.2%
7,912,589 12,050,841 (4,138,252} 34.3%
558,970 624,000 (65,030) 10.4%
14,065,481 15,507,142 {1,441,661) 9.3%
405,612 2,966,000 {2,550,388) 86.3%
137,778,075 150,622,237 (12,844,162) B8.5%
20,331,148 24,350,177 (4,0189,025)
{49,756] - (49,756) 100.0%
(8,810,385) = (8.810,385) 100.0%
{512,443) (512,443) 100.0%
(147,678) % (147,678) 100.0%
10,810,886 24,350,177 (13,539,291) =55.6%
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42.2

423

431

432

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

2018 2018
R R
2019 2013 2018 2019
R R R
(Actual) (Budget) (Variance) (%)
Expenditure by Vote
COMMUNITY SERVICES 1,813,783 2,753,630 {939,847) -34.1%
CORPORATE SERVICES 26,075,713 28,969,384 106,329 0.4%
EXECUTIVE COUNCIL 13,675,118 14,356,460 (681,342) -4, 7%
FINANCIAL SERVICES 24,328,858 30,154,580 (5,825,732} -19.3%
TECHNICAL SERVICES 78,404,864 74,388,173 4,016,691 5.4%
147,298,336 150,622,237 (3,323,901) -2.2%
2019 2019 2019 2018
R R R
{Actual) (Budget) (Variance) (%8}
Capital expenditure by vote
COMMUNITY SERVICES 3,220,395 4,144,585 (924,194) -22%
CORPORATE SERVICES " = L %
EXECUTIVE COUNCIL BE3 - BES 100%
FINANCIAL SERVICES 471,627 950,000 (478,373) -50%
TECHMICAL SERVICES 13,918,558 20,024,611 {6,105,053) -30%
17,612,449 15,119,200 (7,506,751) -30%
UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED
Unauthorised expenditure
Recanciliation of unauthorised expenditure:
Opening balance 91,726,425 53,457,133
Unauthorised expenditure current year - capital - ~
Unauthorised expenditure current year - operating 4,123,020 38,269,296
Written off by eauncil
Transfer to receivables for recovery - -
Unautharized expenditure awaiting authorisation 95,849,449 91,726,429
Incident | Disciplinary steps/criminal proceeding
Cver expenditure on vetes-operating 201 5/16 None
Over expenditure on votes ing 2016/17 Nane
Over expenditure on vote. ting (Note 38,3} None 4,123,020 38,269,295
Over expenditure on votes-capito!  fWote 39.3) None < “
Virerments not authorised None
Fruitless and wasteful expenditure
Reconciliation of fruitless and wasteful expenditure:
Opening balance 5,846,348 4,098,301
Fruitless and wasteful expenditure current year 1,570,519 1,748,047
Written off by council
Transfer to recelvables for recovery - -
Fruitless and wasteful expenditura awaiting further action 7,416,867 5,846,348
Incident _[pisciplinary steps/criminal proceedings ]
Interest and lties on lote and non g it | —f 1,570,519 1,748,047
1,570,519 1,748,047
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

Irrepular expenditure

Reconciliation of irregular expenditure:
Cpening balance
Correction of previous years
Irregufar expenditure current year
Investigated and written off by Council
Transfer to receivables for recovery

Irregular expanditura awaiting further action

Irraguiar jiture awaiting d from National Treasury

Incident Disciplinary steps/criminal proceedi

SCM procedures not foli 1 To be investigated

Nen-compliance with the Preferentiol Procurement Regulati Ta be gated
8)

Mon-Compliance with Section 62(1)(b) of the Municipal Finance | To be investigated

Management Act

MNon—complionce with Municipal SCM Regulation 32 To be | i o

Due process not followed when 3 g tions were not obtoined | To be / !

MNon-Compliance with M5A 57A(3) To be i ]

Regulation 41(3) of the MFMA - Appeintment of SMs Ta be investigated

Non-complit with SCM reguiation 13{c) No declaration of Ta he investigoted

interest

M fignce with the Government Gazette upper limits To be investigated

Open ended contracts To be igated

Quates above R30 006 nat evaiuated in terms of the PPPFA To be i igoted

SCM procedures not followed |Ferensic i i

Irreguiar expenditure include incidents that are subject to ing forensic

Material Losses

Water distribution losses

- Kilo lizres lost during distribution

- Percentage lost during distribution
Monetary Value

Electricity distribution losses

- Units lost during distribution (Kwh)
- Percentage |lost during distribution
Monetary Value

Losses in Property Rates Revenue

The last valuation roll came into affect on 1July 2013. Accarding to Section 32(1)(b) of the Municipal Property Rates Act No.6 of
2004, a valuation is valid for 4 years only. The municipality did not perform an updated valuation and therefore have possibly lost
out on revenue from property rates. A monetary value could not be placed on the possible loss due to the complexities with valuing
fixed nronerty,

ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT
Contributio rganised lo ernment - [MFMA 125 [1}){b]] - SALGA CONTRIBUTIONS

Opening balance

Council subscriptions
Amount paid - current year
Amount paid - previous years

Balance unpaid (in dispute)

Audit feas - [MEMA 125 (1){e}]

Opening balance

Current year audit fee

Write off

Interest paid

Amount paid - currant year
Amount paid - previous year

Balance unpaid (included in creditors)
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2019 2018
R R

130,053,803 111,640,711
12,447,097 18,413,092
142,500,300 130,053,803
1,637,894 17,038,404
31,810 .
88,242 -
5,336,055 .
1,964,279 .
1,240,505 5
439,021 2
347,707 <
42,151 =
1,045,346 :
273987 E
- 1,374,688
12,447,097 18,413,002
888,177 807,248
41.98% 41.10%
5,071,490 5,937,233
3,403,198 3,129,244
9.50% 9.08%
4,086,834 2,772,582
2,895,950 2,426,057
627,425 470,834
(81,459) -
3,442,906 2,896,950
6,487,363 5,705,920
4,602,188 1,458,961
(4,975,937) :
79,345 .
(903,279} (1,677,518)
5,289,680 6,487,363
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2018 2018
R R
44.3 VAT - [MFMA 1.
VAT balance at year end - Refer to note 10 2,320,194 4,706,045
Closing balance - Receivable 2,320,194 4,706,045
VAT is payable/receivable an the cash basis, VAT is only paid over to SARS once cash Is recelved from debtors and only clalmed frem
SARS once payment s made to creditors.
44.4 PA = A 125
Opening balance 1,377,827 2,165,918
Current year payrell deductions and Councll Contributions 9,312,648 7,453,382
Panalties 110,015
Amount paid - current year (9,105,873) 16,705,132
Amount paid - previous year (665,315) {1,537,341)
Balance unpaid (included in creditors) 1,028,302 1,377,827
44.5 ion and Medi i - M 5 {1){¢]
Opening balance 752,721 -
Current year payroll dedustions and Council Contributiens 9,386,252 9,261,828
Amount paid - current year (8,579,060) 18,508,107)
Balance unpaid {included in creditors) 1,559,913 752,721
44.6 Councillor's arrear consumer accounts - [MFMA 124 (1)(b)
MNe Councillors had arrear accounts for more than 90 days as 30 June 2019
44,7 Deviations from Supply Chain Management Regulations
30 JUME 2013:
>R30000
Non-compliance summary < R30000 <R200000 >R200000
Department:
COMMUNITY SERVICES 3,300 61,295 - 64,595
CORFPORATE SERVICES 25,272 - - 25,272
EXECUTIVE COUNCIL - - - it
FINANCIAL SERVICES 7,860 137,500 - 145,760
TECHNICAL SERVICES 68,497 280,037 2,244 570 2,593,104
Total 104,945 479,232 2,244,570 2,828,731
—_—te
30 JUNE 2018:
>R30000
Non-compliance summary = R30000 <R200000 >R200000
Department:
COMMUNITY SERVICES 2 * - -
CORPORATE SERVICES 60,911 293781 - 354,692
EXECUTIVE COUNCIL 8,614 256,864 = 265478
FINANCIAL SERVICES 45 584 218,387 - 268,371
TECHNICAL SERVICES 119,434 375,297 2,807,588 3,202,518
Tatal 438,943 1,144,322 2,807,588 4,190,860
Reasons for deviations
Supplier Department Reason
Alert Patrol Corporate Servicas Section 36{1}{a}(v] * 4,959
Alert Patrol Executive Council Emergency 2,850
Arthurs Warksop & Towing Commmunity Services Section 36{1}{a}{v] * 3,300
Arthurs Worksop & Towing Financial Services Section 36(1)(a}{v) * 47,500
Arthurs Worksop & Towing Financial Services Section 36(1)(a){v) * 47,500
Arthurs Worksop & Towing Technical Sarvices Emergency 1,450
Arthurs Werksop & Towing Technical Services Saction 36(1)(aj{v) * 15,159
Arthurs Werksop & Towing Technical Services Section 36{1)[a)v) * 17,170
Arthurs Werksop & Towing Technical Services Section 36{1)(ajv) * 26,800
AS Parson Corporate Services Emergency 2,700
Bradley Conradie Halton Cheadle Corporate Services Section 36{1){a){v) 67,135
Bradley Conradie Halton Cheadle Executive Council Section 36(1)a)v] * 86,418

* Contlnuad
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2019 2018

R R
Supplier Department Reasan
Bradley Conradie Halton Cheadls Executive Council Section 36(1){a}v} * 51,448
Breten Jehannes Transport Corporate Services Emergency 3,400
Buffelskioof Grandverkuiwing Corporate Servicas Section 36(1)(a){v) * 114,000
Bytes Unlversal Systems Financial Services Section 36(1)(a){v) * 68,566
Caroline 36 CC t/a Hi Way Bande Technical Servicas. Section 356{1)(a)(v} * 2,070
Caroline 36 CC t/a Hi Way Bande Technical Services Sectian 36(1){a){v] * 54,683
CBL Corperate Services Sectien 36{1)ia)v) * 15,773
Checkin Executive Council Section 36(1){alv) * 2,444
Cinogen Trading CC Community Services Section 36[1)(a}{v) * 33,120
Cinogen Trading CC Community Services Section 36{1){a)(v} * 28,175
Cinogen Trading CC Corporate Services Sole Supplier 13,965
Coastal Armature Winders & Supplies Technical Services Section 36{1){a){v) * 54,683
Coastal Armature Winders & Supplies Technical Services Section 36{1){a}{v] * 38,212
Coastal Armature Winders & Supplies Technical Services Section 36(1){a)(v] * 35,706
Coastal Armature Winders & Supplies Technical Services Section 36{1}(a)(v) * 11,995
Coastal Armaturs Winders & Supplies Technical Services Sectian 36(1)(a)v) * 11,995
Coastal Armature Winders & Supplies Techrical Services Section 356(1)(alv]} * 23,908
Coastel AM Technical Services Emergency 1,794
Coastel AM Technical Services Emergency 11,534
Coastel AM Technical Services Emergency 12,533
Conleg Technical Services Section 36{1){a)(v} * 187,607
De Wit Begrafnisdienste Corporate Services Saction 36(1){a)[v} * 4,500
Du Plessis Warkswinke! Financial Services Section 36(1){a){v] * 30,746
Du Plessis Werkswinkel Technical Services Emergency 627
East Coast Irrigation (of Element Consultin Technical Sarvices Section 36(1){a){v] * 942,628
Elemant Consulting Engineers Technical Servicas Section 36(1)(a)(v) * 1,587,732
FG Uniforms Corporate Services Section 36(1)(a)(v) * 7,311
Indecon Technical Services Sectian 36{1)(a)(v) * 64,432
IsM Financial Servicas Section 36{1){a}fv) * 25,236
Klein Karoo Slagtery Corporate Services Section 36(1){a){v) = 7,782
Klein Karoo Slagtery Executive Council Section 36(1)iajlv) * 1,779
Ladismith Spar Corporate Services Emargency 561
Ladismith Spar Corporate Services Section 36{1)(al{v} * 4,840
Media 24 Beperk Financial Services Section 36{1)a)[v} * 17,664
Metsi Chem iKapa Technical Services Section 36{1){a){v} * 25,116
Oransie Transport Corporate Services Section 36{1){a){v} * 8,000
PC Connection Financial Services Section 36{1){a}v] * 10,609
PC Connections Financial Services Section 36{1){a}{v] * 3,000
PC Connections Financial Services Section 36{1)(a}{v) * 50,400
Prospere OHS Technical Services Section 36(1)(a){v) * 8,100
Riversdal Electric And General Technical Services Section 358(1){a)(v) * 57,436
Rivarsdal Electric And General Technical Services Section 36(1){a){v) = 67,436
Riversdale Grassnyerdienste Corporate Services Emergency 12,352
Roy Steele And Associates Corporate Services Section 36(1){a)(v) * 79,800
Roy Steele And Associates Executive Councll Section 36[{1)(al(v} * 79,000
Roy Steele And Associates Financial Sarvices Sectjon 36{1){a}(v) * 28,500
SA Post Office Corporate Services Sole Supplier 32,846
SA Post Office Financial Services Sole Supplier 706
SA Post Office Financial Services Sale Supplier 735
5A Post Office Financial Services Sole Supplier 735
5A Post Office Financial Services Sole Supplier 1,968
5A Post Cffice Financial Services Sele Supplier 2,734
5A Post Office Financial Sarvices Sole Supplier 34,060
5A Post Office Financial Servicas Sole Supplier 14,215
SA Post Office Financial Sarvices Section 36{1){a)(v) * 2,460
5A Past Office Financial Services Section 36{1){a)(v) * 2,460
SA Post Office Financial Services Section 36(1)(a}{v) * 2,940
U Save Ladismith Executive Council Section 36{1){a}(v} * 1,541
Ultra Water CC Technical Services Section 36{1){a][v} * 13,872
Ultra Water CC Technical Services Section 36{1)(a){v) * 3,450
Ultra Water CC Technical Services Section 36(1){a)iv} * 2,244,570
VE Reticulation Company Technical Services Section 36(1){ajiv} * 35,800
VE Reticulation Cempany Technical Services Section 36(1}{a){v] * 35,340
VE Reticulation Company Technical Services Section 36{1])(a){v) * 277,227

2 828!?31 4,150,859

* Section 36{1)(a}(v)- Exceptional case and it is impractical or Impossible to follow the official procurement processes
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2018 2018
R R
rds above R2000 to spouses, child, parent of a persan in service of the state {Section 45 of the Su Management Policy].
Company Name Relation
Mone
Other non-compliance (MFMA 125(2}{e)]
Creditors payments were not made within 30 days as required by the MEMA.
CAPITAL COMMITMENTS
Commitments in respect of capital expenditure:
Approved and contracted for: 4,600,482 3,270,449
Tot. i onsist out of the following: Contract/Tender
Zoar- Construction of Croe Vel Reservoir Kuthele General Frojects - 2,983,594
Upgrading of Ladismith bulk water supply Element Consulting Engineers - 286,855
Bloskomlaan Reservair Aurecon & Asla 3,318,680 -
Van Wyksdorp Street Lighting VE Reticulation & Aurecon 1,114,509 -
Calitzdorp Investigation intc availability of water Aurecon 166,293 =
4,600,482 3,270,449
This expenditure will be financed from:
External Loans - -
Government Grants 4,600,482 3,270,449
4,600,482 3,270,448
FINANCIAL RISK MANAGEMENT
The activities of the municipality expose it to a variety of financial risks, including rmarket risk {comprising fair value interest rate risk,
cash flow Interest rate risk and price risk), credit risk and liquidity risk. The municipality’s overall risk management programme
focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the municipality’s financial
cerfarmance.
(a) Foreign Exchange Currency Risk
The municipality does not engage in fareign currancy transactions.
[(:]] Price risk
The municipality is not exposed to price risk.
(<} Interest Rate Risk
As the municipality has significant interest-bearing liabilities, the entity's income and operating cash flows are substantially
dependent on changas in markat interest rates,
The municipality analyses its potential exposura to interest rate changes on a continuous basis, Different scenarios are
simulated which include refinancing, renewal of current positions, alternative financing and hedging, Based on these
scenarios, the entity caleulates the impact that a change in interest rates will have on the surplus/deficit for the year, These
scenarios are only simulated for liabilities which constitute the majority of interest bearing liabllities.
The municipality did net hedge against any interest rate risks during the current year,
The potential impact on the entity's surplus/deficit for the year due to changes in interest rates were as follow:
1% Increase in interast rates (308,948) (626,285)
0.5% Decrease in interest rates 154,474 313,143
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2019 2018
R R
Credit Risk
Credit risk is the risk that a counter party to 2 financial or nen-financial asset will fail to discharge an obligation and cause
the municipality to incur a financial lass.
Credit risk consist mainly of cash deposits, cash equivalents, trade and other recaivables and unpaid conditional grants and
subsidies.
Receivables are disclosed net after pravisions are made for impairment and bad debts, Trade debtors comprise of a large
number of ratepavers, dispersed across different sectors and geographical areas. Ongeing credit evaluations are performed
on the financial condition of these debtors. Credit risk pertaining to trade and other debtors is considered to ba moderate
due the diversified nature of debtars and immaterial nature of individual balances. in the case of consumer debtors the
municipality effectively has the right to terminate services to eustomers but in practice this is difficult to apply. In the case
of debtors whose accounts become in arrears, Council endeavours to collect such accounts by "lewying of penalty charges",
"demand for payment”, "restriction of sarvices" and, as a last resart, "handed over for collection”, whichever procedure |s
applicable in terms of Council's Cradit Contrel and Debt Collection Palicy.
The credit guality of receivables are further assessed by grouping individual debtors into different categories with similar
risk profiles.
All rates and services are payable within 30 days from invoice date, Refer to note 16 and 17 for all balances outstanding
|arger than 30 days. These balances represent all debtors at year end which defaulted on their credit terms. Also refer to
note 16 and 17 for balances included in receivables that were re-negotiated for the period under review.
Balances past due not impaired:
2019 2019 2018 2018
% R % R
on-Exchan ivables
Rates 1.26% 253,339 2.40% 493,722
Traffic Fines 0.00% = 18.38% 1 134533?
Exchange Receivables
Electricity 6.51% 133,018 T7.07% 144,008
Water 0.50% 70,326 2.37% 323,258
Refuse 0.00% ] 1.31% 130,897
Sewerage 1.40% 158,674 1.45% 141,222
Other 1.18% 10,288 42.16% 372,458
0.93% 373,006 3.07% 1,111,843
Mo receivables are pledped as security for financial liabilities.
Due to the short term nature of receivables the carrying value disclosed in note 16 and 17 of the financial statements is an
approximation of its fair value, Interest on overdue balances are included at prime borrowing rate plus 1% where
anplicable.
The provision for bad debts could be allocated between the different classes of debtors as follows:
2018 2015 2018 2018
% R % R
Mon-Exchange Recelvables
Rates T7.47% 10,043,603 7% 20,579,410
Traffic Fines 22.53% 5,831,293 23% 6,170,658
100.00% 25,880,896 100% 16,750,078
Exchange Receivablas
Electricity 5.08% 2,044,095 5.62% 2,037,969
Water 34.79% 14,005,437 37.57% 13,614,926
Refuse 29.68% 11,950,774 27.54% 9,981,563
Sewerage 28.14% 11,328,247 26.83% 9,723,383
Other 2.3%% 932,389 2.44% 883,461
100.00% 40,260,942 100.00% 36,241,301
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2019 2018
R R
2019 2019 2018 2018
% R % R

Bad debts written off per debtor class:
Nen-Exchange Receivables
Rates 0.00% - 0.00% -
Tratfic Fines 100.00% 5,659,827 100.00% 10,083,008

100.00% 5,659,827 100,00% 10,083,008
Exchange Receivabl
Electricity 0.31% 23,803 1.44% 394,615
Water B0.29% 4,674,996 31.62% 8,687,907
Refuse 20.46% 1,586,712 32.72% 8,980,671
Sewerage 18.94% 1,458,242 32.43% 8,909,649
Other 0.00% 2 1.79% 491,306

100.00% 7,753,753 100.00% 27,474,148
The entity anly deposits cash with major banks with high quality credit standing, No cash and cash equivalents were
pledged as security for financial liabilities and na restrictions were placed on the use of any cash and cash equivalents far
the period under review. Although the cradit risk pertaining to cash and cash equivalents are considered to be low, the
maximum exposure are disclosed below.
The banks utilised by the municipality for current and non-current investments are all listed on the ISE . The credit quality of
these institutions are evaluated based on their required SENS releases as well as other media reports. Based en all public
communications, the financial sustainability is evaluated 1o be of high quality and the credit risk pertaining to these
institutions are cansiderad tao be low.
The risk pertaining to unpaid conditional grants and subsidies are considered ta be very low. Amounts are receivable from
national and provincial government and there are no expectation of counter party default.
Long-term Receivables and Other Debtors are individually evaluated annually at Balance Sheet date for impalrment,
Financial assets exposed to credit risk at year end are as follows:
Recelvakles from exchange transactions 2,735,932 3,315,608
Receivables from non-exchange transactions 2,101,064 1,715,680
Cash and Cash Equivalents 11,631,234 1,548,713

16,468,230 6,580,002

Liquidity Risk
Prudent liquidity risk management implies maintaining sufficient cash, the availability of funding through an adequate
amount of committed credit facilities. Due to the dynamic nature of the underlying b the treasury mai
flexibility In funding by maintaining availability under credit lines.
The entity's risk to liguidity is a result of the funds available to cover future commitments. The entity manages liquidity risk
through an ongeing review of future commitments and credit facilities.
The table below analyses the entity's financial fizbilities inte relevant maturity groupings based on the remalning period at
the financial year end to the contractual maturity date. The amounts disclosed in the table are the contractuz|
undiseounted cash flows. Balances due within 12 months equal their carrying balances as the impact of discounting is not
sienificant.
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47.1

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

2018

Long Term lizbilities - Annuity Loans

Caplital repayments
Interest

Long Term liabilities - Finance Leases

Capital repayments
Interest

Provisicns - Landfill Sites

Capital repayments
Interest

Trade and Other Payables

Unspent conditional government grants and receipts

2018

Long Term labilities - Annuity Loans

Capital repayments
Interest

Long Term liabilities - Finance Lease Liability

Capital repayments
Interest

Provisions - Landfill Sites

Caplital repayments
Interest

Trade and Other Payables

Unspent conditional gevernment grants and receipts

FINANCIAL INSTRUMENTS

2019 2018
R R
Between 1and 5 Between 5 and 10
Less than 1 year years years Over 10 Years
R R R R
720,000 1,659,654 -
505,557 1,435,100 =
214,443 224,554 =
= €,154,204 50,436,552
- 4,906,054 22,383,156 -
= 1,248,110 18,053,356
35,915,602 - - -
14,231,073 - 3
50,866,675 7,813,858 50,436,552 -

Between 1land 5

Between 5 and 10

In accordance with GRAP 104 the financial instruments of the municipality are classified as follows:

Financial Assets

Receivables
Recejvables from exchange transactions

Short-term Investment Deposits
Call Deposits

Bank Balances and Cash

Bank Balances
Cash Floats and Advances

SUMMARY OF FINANCIAL ASSETS

Financial instruments at amaortised cost

At amortised cost
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Less than 1 year years years Over 10 Years
R R R R
720,000 2,377,954 - -
446,472 1,935,091 - -
273,528 438,853 - -
5,889 - . .
5,820 - -
Sg - - -
- 10,895,191 15,672,179 7,484,581
- 9,654,852 10,5631 628 3,896,535
- 1,200,339 5,040,551 3,587,986
. 34,139,218 - -
12,385,864 - -
47,750,971 18,273,145 15,672,172 7,484,581
2019 2018
R R
Classification
Financial instruments at amortised cost 2,735,932 3,315,609
Financial instruments at amertised cost B,3BE,533 31,916
Financial instruments at amartised cost 3,240,201 1,512,297
Financial instruments at amartised cost 4,500 4,500
14,367,166 4,864,322
14,367,166 4,864,322
14,367,166 4,864,322
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45

50

51

52

53

47.2

53.1

53.2

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

Financial Linhility

Long-term Liabilities

Annuity Loans
Capitalised Lease Liability

Payables from exchange transactions

Trade creditars
Accrued interest
Retentions
Deposits

Other

Current Partion of Long-term Liabilities

Annuity Loans
Capitalised Lease Liabllity

SUMMARY OF FINANCIAL LIABILITY

Financial Instruments at amortised cost

STATUTORY RECEIVABLES

|n accordance with principles of GRAP 108, Statutary Receivables of the municipality are classified as fellows;

Taxes
Vat recalvable

Receivables from Non Exchange Transactions

Property rates
Fines

EVENTS AFTER THE REPORTING DATE
Mone

IN-KIND DONATIONS AND ASSISTANCE

Classification

Financial instruments at amortised cost
Financial Instruments at amortised cost

Financial instruments at amortised cost
Financial instruments at amertised cost
Financial instruments at amortised cost
Financial instruments at amaortised cost
Financlal instruments at amartised cost

Financial instruments at amortised cost
Financial instruments at amortised cost

The munizipality did net receive any in-kind donations or assistance during the year under review.

PRIVATE PUBLIC PARTNERSHIPS

Council has not entered inta any private public partnerships during the financlal year.

CONTINGENT LIABILITIES

Kannaland Municipality vs Former Employees
The Municipality is defending a claim for unfair dismissal from former emplayees lodged with the SALGEC, If they a

Municipality might pessibly be liable for a sum of R1,200,000.

RELATED PARTIES

Related Party Loans

MNeneg
Comp ion of key gement p
The comy tion of key gement personnel is set out in nete 24 to the Annual Financial Statements,

Compensation of Councillors

The eompensation of Councillors s set out in note 25 to the Anrual Financial Statements.
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2019 2018
R R

1,435,100 1,940,547
35,915,502 34,139,218
2,652,343 2,802,899
964,206 953,257
8,210,464 6,623,684
505,557 445,472
y 5,820
49,683,271 46,911,897
49,683,271 46,911,897
2,320,194 4,706,045
1,094,012 1,640,863
- 1,319,000
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54.1

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

2019 2018
R R
Other related party transactions
The following purchases were made during the year where Councillors or staff have an interest:
See note 44.8
Key Management and Councillors receive and pay for services on the same terms and conditions as other
ratepayers / residents.
The rates, service charges and other charges are in accordance with approved tariffs that were advertised to
the public. No bad debt expenses have been recognised In respect of amounts owed by related parties.
2019 2018
Outstanding
Counclllors Services il rates Balance
ATheren 14,883 3,981
HO Ruiters 18,852 2,190
M Barry 9,522 841
FJ Antonie 9,194 3,818
| Donsen 13,131 B22
HM Jehnson 1 1
65,600 11,753

ADDITIONAL DISCLOSURE

Provincial intervention

|n terms of Section 139 of the Municipal Finance Management Act . 56 of 2003, a mandatory provincial intervention has taken
place to prepare an appropriate recovery plan for the municipality.

Page 83




95 aged

ot ) Fe¥as 55975 st b LUl SGTIE]  SWWSHD [EreaR soesrm SORMt SZeRTDy  EAcwelTl  cecencme
£057700 - EI6TE BLEn = i (LKL R EIFE
AETIRT Lats ] 0BT BOFEEET POTEEE'S LY tage] EEERE'S oF ERETAE
Lo * OrG T TEFFLE Ll 2 mTIN's g
st [T} a9 SEEET WL SEPPLET oEn'son
T 0LE L0e) Lt BEEWE R0 ST
ST 161982} Lz FaT E'nE
5 I31EmET) .
1)
¥ 0E6 leasavt] R ey
EURL N = 2 £
DL ELLT
B
aewl
tes'oal X
Lig'air® Leav'mn) L] B TET
UL e ERFATE P TRE e weaasEar ood'san BT AT RAL S1rEs T
= ] g Eigch] . i STESHTE
e TR L neslss & . £RETREDE LTS a1500KsE
asz' et awre LEVTTE LT o) TR T [E ] 0106
512 T E T
5§58 ST SRE'NIT LEETERT LE9RS TOETLETIL 1065 ROL
LTS =i LArETS AnA'ETE GE0'E2E'RET el il SEERRT R
' T ENLE o't 't HEGET BT SEPO0 L
TR 'S - : 19ENS Ev il SIEWEYS
TSR apLee'T I Y an'e [ W05SETT L Lipor TERPELT et £
'} _u [} Ll E L] L] L] H L] L} ] L} '] & L] E L L'} ] L]
anjes Judliey awnEy meemirdin  Aeeesdug Taien prresrr=T sonrpastsy Q. [T =) ading [FETT) T aauryEy e swIaas ETl o] [T Tau L
Fmemymey  payemaney Tupuady parpmny | panny 8 jeisdng magEsay 1 Juuadp g apmyrodeg | BELG U Sumadn  (emegaiey  Jupsdy
R AUy pamsy ey duusdy | souee dagog L] upaBeegy fr—
T wiF AEnnY )
RGN TR s EFYOES EE0TS s39'Em et foir'sea R wo'erw'esl  tifeeetse  (er'eEET) 'Y T HEELSE 958 IPETLR
G STTERL osmn erenr FIETAFL : = £ HOTIFT
ssbsrl L4 aT LTEEERT imsort BETIET T R er't) 03368 HomES
R EIE 6w ass'te LT - WO mres BT R
wrweT o oLt AREEST Aresl Lyt at FLO ) FELEST 568 4067
RET W oL A00'eTE BFIELL HEET usEE 61T
SEEYT s b e [ BTN [T T (=T WAL Log'esy'nt
&9 156 (0 v T RITLSST
bl T 'l . T
nEkTOu'T R T ey
e » ;
atwiary SIFEFRT
e S TRTEL x
cogianie . . = BIETT
VTS o 26T [ It Ueds! lzzrzsal UG SSL0T
Wlas's RN . BLUREY'TE
150008 TR
5 [PEES asi't
o 8L brasar ! T .
SRTET L S EILREUTE SECOLET FL [LA'EIERE - 5E'LIL UL
SEE'¥ESHE i LS sTon'a (airnasl EEviETL SIETICORT - GRO'ETE BER. e WYY ety o'
IR T LR T SECIEN'T ¥t ROSEEIT BS'SAT T BEGET
19 ERT Y - . c - Tag 'y ahiial]
WIS P al ZECTL L mn SUHE'T sealoot HUs'SAr'T BISSET'T BLETH'S loea'rae's)
L] o L] 4 L] L] H ] L] H L] E] L) L) ] H L] L] H o
T—— sanineg ety | seqepaniag smumys L]
ey ey sty [ papny I aprumss ool nsus sueey
prtveTsy  Bmuwmew)  Juusdg  pamneny | pgenay fuuadg weey R t = purepa uadg
Tujingy ey S s R Sowury o modun ueneadan povesay 19 vonaaY H_,.__UH HupyRessdng o sdumg LY o, 10 voIRETY Bupiedn
[ STy UERERRAIG P 7]

s pargIeds
[
]
SN I
WS N D110 K FUE A
WAL D TR - SRy
R R0
SRR 30 1D PUY Linjming
vy aieay
S g g s

SuapEd g iyirg

s

prm
AT sy

samEwag

Aany Ay

Atng s em

sy P

wemrpeg

VieeLuny pray

]

A

asnnsrm)

eprng
pury

Ehapung Pk puey

AT07 3400 0

ST, PAD|MINEL

e adns g ung

gy

g i

TN AU G P S
UL DA - TR

" g

e g pE g ods
I g ayeg

LT T8 OE

juawdinb3 pue jue|d ‘Aziadosg

11

6T0Z INNT 0E AIANI YYIA IHL HO4 SINIWILYLS TVIDNVNIA TVNNNY
ALINVYAIDINAN NYTYNNY



48 28ed

859°076'T 28125t - 0v8'Z6E'T 67T T60'T6ET SNYO11YNY¥ILXI VL0
859°0F6°T 7980t = 0Z0'L8E'C 9EE ¥89°98€'T ueo] Aunuuy |e301

859°0¥6'T T9E'9vY > 020°L8€'T 9EE ¥89'98E'7 £207/v0/0E | SLL000T9 | %0S'TT ¥saa
NYO1ALINNNY|
e 0z8's - 0z8's ELP'T LOv'Y sal|iqer sseaq jeo)]

3 LER'T - LER'T £TY'T PeH'T 8T0Z/80/1E | %056 ejouliN

# E26'T : £86'C - £86'C 8T07/80/TE | %056 4SPSOEdIN ENYSEN
S31LT18avIT 3sva

pouad
ay} Suunp 810Z INNT O
6L0Z 3NNT OE Ho uaiim je sjuejeq Jolz 8TOZ ANNI 0E Jaquinn

je asueleg pawaapay SuonRIppy paie3say 40 U0j3oRIIDD 1e aJuejeg 3|qewaapay ueoq a1ey SNVYO01 TYNYILX3|

6T0T ANNT 0 1Y SY SNYO1 TWNYILX3 40 31INAIHIS
Paupneun - v XidN3ddv

6TOZ INNT OE AIANI ¥YIA IHL YO SLNIWILVYLS TVIONVNIZ TYNNNY
ALNVYAIDINNIN ONVTYNNYA



98801807 (9ge'sez'LvT) |(L€T'TT90ST) £Z2'60T'3ST YIP'TLEPLT IVLOL | 626°T0OS'ZT (zZL1'5ZE'99T) T0T LZ8'8LT
L86°L59°6 (902'sSZ'ET) (e0s'zsseT) £69°€T6'TT ob¥'958'9t WILVYM| TSS'EZS'E (659'8269T) 0TzT'ZSP 0T
(941°£1T) (9s1'211) (0s6°9t) - = S100d ONIWIAIMS|(SZZLTT) (szz'LTT) 2
(g08'8st'7) (5TT'Z€S'6) (oze‘62L'L) LOE'E6O’L 0£6'L6Z°L 39vY3IM3IS|(ErET0S) (toz‘e0z'sT) 8S8'E0LTT
699957'Y (zz0'99v'2) (Sav'£88's) 769°22L9 8€1'9649 35N434/NOILVLINYS|(9€6°20T E) (686°0L¥ 1) £50°89¢'T1T
(£8€'020) (sTTvS0’s) (0zz'v59'8) ZEL'EEO'S 008205 S133YLS : SHHOM D119Nd| ZTF'89Z°T (855'916"L) 067126
£0T'S6L9T TZ6'61S (000‘00%) Z8T'SLT9T 916'ZLE'DT $31vY ALYIdOYd| 80L 6ED’ST 789°¢ 970'9€0'ST
TS8'ET - - TS8'ET 000'ST AINIOV 1¥L1SOd| 980°TT - 930'1T
(€6£'90F) (€62'50%) (g01'8TE) - - NOILYIHIIY 3 SHUVd|(6£S'VEE) (6eSPES) ¥
(00T'58€°S) (6Z1'S8E'S) (0sL'L86"F) 67 - HIDYNYIN IWdIDINNIA | {(FSEYST'S) (#SEpSTS) -
(90€°£0£'7) (90€’20ET) (008'6%9°2) B . SONIAINE TYdIDINNN| (057 SER'E) (gez'621's) (z17'9)
(T££695°T) (19s'1658) (0£9'259°7) 066'T20'L 005'692'8 J144v4L B ONISNIDIN|(8Er 220'E) (966'028°1) 8GG'86L'S
(06Z'29T) (ger'ote’e) (0r8'90T'T) ££8'410C 00£'0£40°C Adwyg|{esz’oot) (¥00°65T'T) 81£'850°T
(ege’0sT'T) {s58'6€0°2) (85T'2€8'Y) 725’684 09£'690°Z ONISNOH|(¥£0'¥98) (6699£0°7) SZ9'TLT9
016'800°T (906'960F¥) (S90'89¢'6€) 918'S0T'SY 09S'VEE'8Y ALIDI¥1D313| 88095 ET (818'98¢'6€) 906'0S0°ES
LOT'TSTAT (686'682'8) (0TL'89¢'6) S60'TY'ST 000°£E0'9T ISNIJXT TVHINID S, UINNOD| E0°L28 T (6T9'€LT'6) £69°00T'72
(259'PEY) (87 °E18'T) (0£9°€522) TET'6LE'T 000°529'T $3DIANIS ALINNNWNOD|(TOET92) (850°5Z5'T) LSL'E92'T
(£0S'860°ET) (082'8v8've) (06S'7SL62) €£2'0SL'TT 0LT'6TL"® 042|(09T'0EL"L) (gT9'sz0ve) 85k'S6Z'9T
608'6T8'S (eL0'szE) (000£¥2) Z88'P¥T9 002'7289'6 AH3LIWID|(8Z8'0ET) (165'922) €9.'G6
(zes'toL'et) (Lz9'LLo’st) (ooe'0TT'TT) S60'9LE 00T'€9€ SIDIAYIS NIWAv|(Sr0'9L6°TT) (889°981'ET) Zr9'ore't
Y Y Y ¥ o Y
(a2y=q) aJnjpuadx3 ainjipuadxy awodu| awoou| (12y2q) ainypuadx3 awodu|
Jsnjdang |eniay pejedpng |enoy paiedpng Jsnjding |en1ay |eEn1dYy
6102 6102 6102 6102 6102 8107 8102 8102

6102 ANNT OE AIANT ¥V3IA IHL Y04 IINVINYOIUId TVIONVNIA 40 INJWILVLS TVININDIS

NOILYDIISSY1D SLOA TVdIDINNN

paypneun - g XIANIddY

6T0C ANNT 0 A3ANI Y¥IA IHL YO SLNIWILVLS WIONYNIE TYNNNY
ALNVAIDINNN ANVIVNNYH




L3 3w iItEnn

1Lt IVAKE B ER

gg aded

CENNY Tl S
£88°0T80T {ose'86z'LrT)  |[(LET'Z29'0ST) [ €2e'60T'8ST YIV'ZL6'VLT |eloL | 0£6°T0S'ZT |loT’sze’99t) || 00T 228'8LT
SLE'POV'S (#98'v0OF'8L) (£4T°88E'VL) 6£C'698°98 898'7SL'68 SIDIAY3S TWIINHDIL| 22L'05L YT (¥ZZ'6E0'26) 966684901
8¥S'0TL'E (8s8'82E've) (065 PST'0E) 90%'6€0'8T 980°/0T'SE $3IDIAYIS TVIONVNIA| SE9'0ZE’L (SE6'TZ0VE) 0/STVETE
£00'99L'TT (8TT'6/9'ET) (09p 95€¥T) SZITHY'ST 000°LE0'9C TIDNNOD JAILND3XI| 0892496 (eL6'12¥'vT) £59°00T 7T
(T6£'S69'CT) (€T/'52067) (¥8£°696'8T) ZZ£'08E'9T 09tv'0s¥'72 SIDIAYIS 31VH04¥02|(958'086'8T) (086°0TE"vE) pZT0€EST
(259FEY) (€8L°€18'T) (0E9‘€SL'2) TET'6LET 000'S79°T SIIAYIS ALINNWINOD |(TOETIT) (850°97ST) LSL'E9TT
] d Y Y o Y
(mo12Q) ainjipuadx3 dinypuadx3y awodu| awoay| (woeq) aJnupuadxy awooau|
fsnjding |enoy pa13dpng |enoy pa3e8png /snjding |eny Jeniay
6102 6102 6102 6107 6102 8102 810Z 8102
S3LOA NIVIAN TYdIJINNIN

6T0Z ANNT 0E AIANI ¥YIA IHL HO4 IDNVINHO4HId TVIONVNIH 40 LNINILVILS TVINIWDAS

paiipneun - 3 XIANIddY

6T0Z INNT OE GIAN3 ¥VIA FHL HOd SINIWILYLS TVIONYNI TYNNNY
ALIYdIDINAIN ANVTVNNYX




S

KANNALAND MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

APPENDIX D - Unaudited
DISCLOSURES OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 OF MFMA, 56 OF 2003

Grant Description Operating Capital
Restated Repaid to Expenditure | Expenditure
Balance Correction of Balance National Grants Written during the during the Bilsice
1 JULY 2018 error LIULY 2018 | povenue Fund|  RECEed off year year 30 JUNE 2019
Transferred to | Transferred to
Revenue Revenue
R R R R R R R R R

UNSPENT AND UNPAID GOVERNMENT GRANTS AND RECEIPTS
Mational Gove nt Gra
Equitable Share = » = - 25,362,000 (25,352,000} z !
Local Government Financial Management Grant 147,950 - 147,950 - 2,215,000 (2,215,716) & 147,274
Financial Assistence Grant - Audit Fees - - - - 4,568,310 (4,568,310) .
Municipal Infrastructure Grant 1,155,030 - 1,155,030 (1,100,000} 8,382,000 - (s07,800)|  (7,004,229) 35,001
Zoar Streets 180,453 = 180,453 ¥ - . - 180,453
Water Services Infrastructure Grant - = LS - 8,000,000 - (5,025,415} 2,974,585
EPWP - = .. - 1,055,000 - (1,055,000) - -
Integrated Mational Electrificution Grant 627,047 - 627,047 (1,100,000} 2,000,000 - (2,000,000) (472,953]
Total National Government Grants 2,110,520 - 2,110,520 {2,200,000)| 51,592,310 (33,?035826l (14,929,644) 2,864,360
Provincial Government Grants
Taxi Ranks 306,463 306,463 s = = 306,453
Flood Damage 447,830 % 447,830 = = - 447,830
CDW Grant 60,111 - 60,111 - - 60,111
[[»]es 1,650,000 1,650,000 = = = - 1,550,000
Local Government Financial Support Grant 1,540,000 - 1,540,000 - - - - 1,540,000
Local Government Financial Support Grant 350,000 - 350,000 - 1,300,000 {1,300,000) = 350,000
Nissanyliile Paving 100,238 J 100,238 . - 100,238
Hurman Sattlemant Development Grant - - - 2,069,359 (1,059,438) - 1,008,921
Yan Wyksdorp Pit Latrines 167,292 - 167,299 = E & - 167,259
WC Financial Management Capacity Building 150,000 - 150,000 - 3 3 150,000
WC Financial Management Support Grant - - - - 1,400,000 {1,641,383) - {241,383}
Upgrading Sports Facilities Calitzdorp 250,000 = 250,000 * - - - 250,000
sDBIP 238,657 = 238,657 - - - 238,657
DWAF -RBIG 319,438 - 319,438 - - - . 319,438
IDP 175,433 - 175,439 . - - - 175,438
Library Grant 501,694 501,694 - 2,070,000 (2,107, 484} - 484,210
Disaster - Zoar 522,298 - 522,298 - - . - 522,208
Thusong Municipal Serviee Delivery Capacity Building Grant 200,000 - 200,000 = - 121,600} {3,240) 175,160
Upgrading Pumpstation = - = = 110,000 {58,989} - 51,011
Revenue Enhancement 2,393 - 2,393 - - 3 3 2,393
CFO Appointment 6,018 - 5,018 = - - - 6,018
Deeds Registration 1,030,000 - 1,030,000 - = 5 = 1,030,000
Drought Relief 286,835 L 286,855 L (251,661} 35,194
Fire and Drought Relief % % N = 3,245,000 - {3,155,195) 85,805
Total Provincial Government Grants 8,304,793 = 8,304,793 - 10,194,359 (6,188,894) (3,414,096 8,896,162
Other Grant Provide
Disaster Fund 2,342,433 . 2,342,433 * - - - 2,342,433
Ladismith Water Project 128,118 - 128,118 < - - 128,118
Total Other Grant Providers 2,470,551 - 2,470,551 - Z % N 2,470,551
Total 12,885,864 - 12,885,864 (2,200,000} 61,786,669 (39,897,720)  (18,343,740) 14,231,073
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