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Accounting Officer’s Statement

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 fihancial year and the results of its operations and cash flows for the period then ended.
The external auditors are engaged to express an independent opinion on the annual financial statements
and was given unrestricted access to all financial records and related data. The annual financial statements
were prepared in accordance with Standards of Generally Recognised Ac-counting Practice (GRAP) as
well as relevant 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. |, as the Accounting Officer (accounting
authority), acknowledge that | am ultimately responsible for the system of internal financial control
established by the municipality and place considerable importance on maintaining a strong control
environmant. To enable me to meet these responsibilities, | have set 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 responsibiliies within a clearly defined framework, effective accounting procedures and
adequate segregation of duties to ensure an acceptable level of risk. These controls are monitored
throughout the municipality and all employees are required to maintain the highest ethical standards in
ensuring the municipality’s business is conducted in 2 manner that in ail 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 | am of
the opinion, based on the information and explanations given by management that the system of intemal
control provides reasonable assurance that the financial records may be relied on for the preparation of the
annual financial statements. However, any system of intemal financial control can provide only reasonable,
and not absolute, assurance against material misstatement or deficit. | have 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, | am satisfied that the municipality has or has access to adequate resources to continue in
operational existence for the foreseeable future. The annual financial statements are prepared on the basis
that the municipality is a going concern and that the ILembe District Municipality has neither the intention
nor the need to liguidate or curtail materially the scale of the municipality. Although, | am primarily
responsible for the financial affairs of the municipality, this is supported by the municipality’s external
auditors. | would like to bring to your attention the following material matters to your attention:



| certify that the salaries, allowances and benefits of coungcillors as disclosed in note 24 to these annyal
financial statements are within the upper limits of the framewaork envisaged in section 219 of the Constitution
of the Republic of South Africa, read with the Remuneration of Public Office Bearers Act, Act 20 of 1998
and the Minister of Provincial and Local Government's determination in accordance with the Act.

N.G Kumalo

Accounting Officer
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ILEMBE DISTRICT MUNICIPALITY - DC29
AUDITED STATEMENT OF FINANCIAL POSITION
As at 30 June 2019

ASSETS

Current Assets

Cash and cash equivalents

Current tarm Investments

Trade and other receivables from exchange transactions
Trade and other receivables from non exchange transactions
Inventories

Total current assets

Non-current assets

Non-current receivables

Long term Investments

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

Heritage Assets

Total non-current assets

Total assets

LIABILITIES

Current liabilities

Trade and other payables from exchange transactions
Trade and other payabies from non - exchange transactions
Current portion of borrowings

Current portion of finance lease lability

Current portion of employee benefits

Total current current liabllitles

Non-current liabilities

Non-current bomowings
Non-current finance lease liability

Employee benefits
Total non-current liabilities

Total kabilities
Net assots

NET ASSETS
Accumuiated surplus

Total net assets

Note

BN W

STRowo

15
16,1
36

2019 2018
R R
Restated
174 702 791 70703174
28 719 789 -
116 313 321 100 745 782
11 280 313 _7917 309
331 026 215 179 366 264
528 084 819999
- 27 286 429
100 100
2504 242 756 2 374 679 577
6 094 145 5 247 208
205 578 205578
2511 070 664 2 408 238 891
2 842 096 879 2 587 605 156
247 564 531 237 635 209
76 719 688 15 779 863
37 342 526 7 164 483
1 867 971 1 088 697
1494 983 738 456
364 988 698 262 407 698
38 226 416 72 851 417
314 988 2182960
10 592 237 8 787 361
49 133 642 83 821 738
414 123 340 346 229 436
2427 973 538 2241375721
2 427 973 538 2241 375721
2427973 538 2241375721




ILEMBE DISTRICT MUNICIPALITY - DC29

AUDITED STATEMENT OF FINANCIAL PERFORMANCE

For the period ended 30 June 2019

Note 2019 2018
R R
Restated
Revenue from exchange transactions 197 773 310 163 102 745
Service charges 17 153 140 616 130 251 315
Rental of facilities and equipment 18 22 689 9676
Interest earned - external investments 19 12 284 945 8 086 492
Interest earned - outstanding receivables 20 25 768 686 15 452 338
Fines and Penalties 22,2 175 075 380 438
Other income 22 6381298 8922 486
Revenue from non exchange transactions 790 111 215 808 307 400
Government grants and subsidies 21 | 790 111 215 808 307 400 |
Total revenue 987 884 525 ~971 410 145
Expenses
Employee related costs 23 202 180 058 186 965 671
Remuneration of councillors 24 8 603 847 8 405 693
Bad debts 2 65 022 454 41 676 124
Depreciation, impairment and amortisation 25 104 329 755 81 789 590
Finance costs 26 8 154 624 10 565 607
Bulk purchases 27 150 578 471 86 505 612
Contracted services 28 119 319 073 121 595 452
General expenses 29 136 109 877 124 009 624
Total expenses 794 298 161 661 513 374
Gain / (loss) on sale of assets 29,2 (6 916 516) (351 989)
Forex gain/{loss) 3475 {72 550) -
Surplus / (deficit) for the period 186 597 298 300 544 782




ILEMBE DISTRICT MUNICIPALITY - BC29
AUDITED STATEMENT OF CHANGES IN NET ASSETS
For the period ended 30 June 2019

IDM Accumulated
Surplus/(Deficit)
Total

Note R

Balance at 30 June 2017 2086 308 826

Restated surplus for the year 18 204 127
Prior year adjustments 30 (172 756 325)
Restated balance 1831 756 629

74 390

Surplus / (deficit) for the year ‘ 309 544 782
Balance at 30 June 2018, as previously reported 2241 375721
Opening Balance, 1 July 2018 2241 375721
Transfers to / from accumuilated surplus/{deficit) 30,3 518
Surplus / (deficit) for the year 186 597 208
Balance at 30 June 2019 2427 973 538




ILEMBE DISTRICT MUNICIPALITY - DC29

AUDITED CASH FLOW STATEMENT
For the period ended 30 June 2019

Note

Receipts
Sales of goods and services
Grants

Payments
Employee costs
Suppliers

CASH GENERATED FROM OPERATIONS Y]
Interest received
Interest paid 26

Net cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of fixed assets (PPE)

Proceeds from sale of fixed assets

Increase in investments

Non-current receivables

Purchase of intangibles 12

Net cash flows from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of borrowings

Repayment of finance lease liability

Net cash flows from financing activities

Net increase / (decrease) in net cash and cash equivalents

Net cash and cash equivalents at beginning of period
Net cash and cash equivalents at end of period 32

IDM IDM
2019 2018
R R
Restated
1022 350 676 949 301 819
155 299 627 115 803 698
867 051 049 833 498 121
— (779 350 515} (508 538 745)
209 756 207 194 016 291
569 594 308 314 522 454
243 000 161 440 763 074
12 284 945 8 086 492
(8 154 624) (10 565 607)
247 130 482 438 283 959
(218355979) (344 340 385)
(1 433 360) (1 476 557)
89 305 811
(3 111 087) (196 800)
(133504 616) (346 013 743)_
(7 141 160) (10 020 472)
(2 385 091) (17 313 194)
(9 536 250) (27 333 666)
103 999 617 64 936 551
70703 174 5766 623
174 702 791 70703 174
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1

ILEMBE DISTRICT MUNICIPALITY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
For the perlod ended 30 June 2019
BASIS OF PREFARATION

1,1 STATEMENT OF COMPLIANCE

These annual financial staternents have been prep in 1co with tha effective Sauth African Standards of My ised Al fing Practice (GRAP),
as approved by the Minister of Finance, i any P and direclives lssued by the Accounting Standards Board in accordance with Section 122(3) of the
Municlpal Finance Management Act, {Act No 56 of 2003).

The accounting policies applled ara consistent with those used to presert the previous year's financial statements, unless axplicilly stated. The details af any changes in
policies are in the relevant poficy.

1,2 BASIS OF MEASUREMENT

The annual financial statements have been prepared on the accrual basle of accounting and incorporets the historical cost conventions a6 the basis of messurement,
axcapt where specified otherwize.

1,3 FUNCTIONAL AND PRESENTATION CURRENCY
These annual '] v presented in South Afican Rand, which Is the functional currency of the m ity. All i ial i ion has been rounded to
the neareet Rand.

1,4 OFFSETTING
Financial assets and llablities ara set off and the net amount presented in the statement of financial position when, and only when, the municipality has a legal right to
&8k off the amounts and intands sfther to aettle on & net basls or fo reallse the asset and settle the liabiity simuttanscusly,

Revenue ard expenaes have nat been offeet except when offsatting Is required or permittad by a standerd of GRAP.

1,5 GOING CONCERN ASSUMPTION
These onnual financial stetements have been prepared on the essumption that the municipality will continue to operate as & gaing concern for at Jeast the next 12
manthe.

1,6 USE OF ESTIMATES AND JUDGEMENTS
“The prep of financia! nts in conformity with GRAP requires K 1o meke | it i and 1 thet affect the appfication of
policies and reported amounts essets and liabllites, income, expenses and other reports. The tes and lated asm ara based on historical exparience
and various other factors that are believed io be reasonabla under the clrcumetancss, the results of which form the basla of making the Jjudgements abet camrying
values of assets and liabilitles that are not readily apparent from other sources, Actual resulis may differ from these satimates.
The estimates and ying plons are reviewed on an on going basis. Revisions to accounting estimates ara recognlsed in the period In which the estimate is
revised if the revision affects only that poriod, or In the pericd of the revisicn and fulure perieds If the revision afforts both current and future.

Post-Retirement Beneflts and Mult-Employer Retirement Beneflt Plans

The presant value of the post retirement obligation depends on a number of factore that are determined on an actuarial basls uelng a number of sssumptions. The
assumptions used In ining the net cost (Income) Inctude the discount rate. Any changes in thesa asaumptions will impact on the carmying amount of post
retiroment obligations.

The Municipality determines the appropriate discount rate at the end of each year using the actuarial valuation. This is the Interest rata thet shoukd ba used to determine
the present value of estimated future cash outflows expected to be required te saile the penslon obligat In the appropri nt rate, the
Munigipallty considers the interes! rates that best epproximated by reference 1o markot yields at the reporting date on government bonds that are denominated In the
cumency in which the benefits will be paid, end that have terms to maturity approximating the ferms of tha related pension llability. Other key assumption for pension
obligation are based oh eurrent market conditions. Additional Information Is disclossd in notes. The Municipality contribules to Natal Joint Super Annustion and
Retirement Fidids which are Defined Benefil Furds. Tha Municipalty's liability in these funde could not be delermined owing to the foct that the asssts are not being
allocated to sach smployer and enly one get of financial statement are compiled for aach fund not per employer, Further details of this plan ie included in the notes to the
Finencial Statemants.

P for of trade

The provielon for i 1t is d as the difference between the assets’ carrying amount and the prasent value of estimated recaverable future cash flow based
on past recovery trands.

Non-cash g and cash ¢ i P testing

Management used the fair value less cost 10 sell fo determina the recoverable amount of assets with an indefinite useful life and Identifying aesets that may have been
imp Additional of thase is i In note — Impalrment of assels

All asats ised by the icipality are held for the provision of basic service and are considered to be non-cash generated assats

Provision

Provisions were raised and management determined an esti based on the ink i ilable, Additional di of thess estl of pravislon are included
in nates to Financial Statements. .

Provislon are d at the hoad of d 's best estimate of the expenditure required to settio the obligation et ths reporting date, and are discounted to presant
value whare the effect is material.

A provigion Ia racognised when:

The municipality has a presert obligation {lagal or constructive) as # result of a past event;

It is probable that an outfiow of resources embadying ecanomic benefits will ba required t¢ settie the obligetion; and
A rellable estimeate can be mede of the obligation.

1,7 COMPARATIVE INFORMATION

When 1w presamtation or classification of ttema In the annual i is d, prior pericd tive amounts are restated. The nature and reason
for the reclaseification Is disclossd, Where accourting emors have been identified in the curent year, the comrection is made pectively as far as is ble, and
the prior yoar comparatives are reetated accordingly. Whers there has been & change in accounting policy in the current year, the adjustment is made retroepectively as
far a5 I practicabls, and tha prior year atives are d ply. The shall prosent & comparison of budget and actual amounts es. exidiional
budget coltimne In the primary financial statemeants only where the financial stetements and the budgat ars prep ona pi Ha basis. AR i of budget
and actual ts shall be p ona p basts fo the budget. The municipality shall explain in notes to the financial statements the budgotary basls and
claselfication besls adopted inthe approved budget {refer nots 1.10).

13



ILEMBE DISTRICT MUNICIPALITY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
For the period sndet 30 Juhe 2019

1,8 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS [SSUED BUT NOT YET EFFECTIVE

The following GRAP standards have bsen lssued but are not yat sffectfve and have not besn early adopled by the

aty.

of all of the

GRAF standards tioted below will be effective from a dats fo be announcad by the Minlster of Finance, The sffactive dates are cusTentty unknown.

GRAP 1 d) bon of Finarcial Stat
GRAP 18 Segment Reporting
GRAP 20 Related Party Disclosures

GRAP 32 Service Conceselon Amengements (Grantor)
GRAP 34 Sepanats Financial Statements

GRAP 85 C: Flnancial

GRAP 36 Investmets In Associates and

GRAP 37 Joint Arrarpements

GRAP 38 Discloaurg of Interest in cther Entities

GRAP 108 Stslutory Debtors

GRAP 100 Standsrd of GRAP on Aocount!ng by Princlpals
GRAP 110 Living and Non living Resources:

The following Standarda lsstted but not yet effective hava an sffective date of 1 April 2020,

GRAP 34 Sopanate Financlal Ststaments
GRAP 35 Conscllieted Finencisl

GRAP 36 Investmets In Associates and

GRAP 37 Joint Arrangementa

GRAF 38 Disciosiira of [ntereat In other Entities

1,9 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED AND EFFECTIVE

The Minsiter has the folk g GRAP aw =pp d effect
GRAP 1P of Financial St b5
GRAP 2 Cash Flow Statemenis

GRAP 3 Accounting Pollgles, Ghanges in Accourting Estimates and Errors
GRAF 4 The Effects of Changes in Foreign Exchange Rates
GRAP & Borrowing Costs

GRAP 8 G and Sep Financlal Stetemants

GRAP 7 Investments In Associgtes

GRAP 8 Interest in Joint Ventnes

GRAP OR from ge Ti

GRAP 10 Financlai Reporting In Hyperinflationary Economles
GRAP 11 Construction Contracts

GRAP 12 Inventortes

GRAP 13 Leases

GRAP 14 Eventa After the Reporting Date

GRAP 18 Inveatmer! Propery

GRAP 17 Property Plant and Equipment

GRAP 18 Segment Reporting

GRAP 10 Provisiors, Contingent Liabllites and Contingant Assets
GRAP 21 Impairment of Non-cash-getwrating Assats

GRAP 23F from N Tr (Taxes and Transfers)
GRAP 24 Preseniation of Budget Information in Financial Statements
GRAP 26 Employee Benefits

GRAP 26 mpalment of Cash-generating assets

GRAP 27 Agricuilture

GRAP 31 Intanglbie Assets

GRAP 100 Disconfinued Operations

GRAP 103 Heritage Assets

GRAP 104 Financial fnstruments

GRAP 105 - Trensfor of Funclions Between Enfities Under Common Control
GRAP 108 Tranafer of Functions Betwesn Enities Not Under Common Gontrol
GRAP 107 Margers

of the of GRAP Approved and effective
IGRAP1 Applying The Probability Test On Iniial Recogniion Of Revenue
IGRAP2 Chenges in Exlating Decoriesioning Resteration and Simifar Liabfities
IGRAP3 Detarmining Whather an Arrangement Containe a Legse
IGRAP 4 Righta to Arieing frarm D ] and Ervironrmantal Rehabllatlon Funde

IGRAPS Applying the Restatement Approach under the Standard of GRAP on Financial Reporting In Hyperinfletionary Economies.

IGRAPS Loyalty Programihes
IGRAP7 The Limit ¢n s Deflned Bensfit Asset, Minimum Funding Requiretents and their Interactaction
IGRAP 8 Agreements for the Construction of Assels from Exchange Transactions
IGRAP ¢ Digtributions of Non-cash Assats to Ownarg
IBRAP10 Ascata Recslved from Customers
IGRAP11 Consolidation - Special Purpoze Entities:
- NonMonat

IGRAP12 Jolrtly Controlled Entities ¥ Ci

IGRAP13 Operaling Leases - Incentives

IGRAP14 E W the Sub of Tr ions Involving the Legal Form of a Lease
IGRAP15 F ~ Barlar Tn lone Mvolving Adventsing Services

IGRAP18 Intanghe Acsets - Wabslte Costa

IGRAP1T Interpretation of the Standard of GRAP on Servica Concession Amangements Whete a Grartor Corirols & Significant Realdual Intereet in an Asset

IGRAP18 Interpratetion of the Standard of GRAP on Recogniion and Derecognitien of Land
IGRAP19 Linblilies to Pay Levies

P ofthe of BRAP App andnot yet effective
ISRAP 1 {revised): Applying the Probiability Test o Initial Recognition of Revenue (01 April 2020)
IGRAP 20: Accounting for Adj 1ts 1o Ry (01 April 2020)

Directive 7 (Raviesd): The Application of Deemed Cost {1 Aprif 2018)

The following standards havs best issued but are not yet affective:
+ GRAP 1 {amanded}: Presontation ¢f Financial Statements (1 April 2020}
+ GRAP 106 (as ded 2016); of Functh Entitles not Under Common Control {1 April 2019}

of the Starndard of GRAP appi and not yat effective
Guldelines en Accounting for Landfiti Stes

ines an the ication of to Financial St
Guldelines on Accounting for Amengements Undertaken i.1.o. to the National Housing Programme {1 April 2018)




ILEMEE DISTRICT MUNICIPALITY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
For the periad ended 30 June 2049

1,10 PRESENTATION OF BUDGET INFORMATION IN THE FINANCIAL STATEMENTS

The budget is mainly approved on a oash basis by fimctional classification, The approved budgst cavers the period from 1 July 2018 to 30 June 2010, The budget and

accolnting bases for somae votes differ. The ara prepared on the accrual basls talng a clessification on the nature of expenses In the statement of
financlal performance. The financlal statements differ from the budget, which is approved on the cash beasis, The in tha nts were recast from
the mocrual basis to the cash basis and ified by fi [ on to be on the same basis as the final approved budgst. The amounts of these adjustments
are ientified in note 41, A reconciliation between the actual amounts on a ble basis as p Inthe of of budget and actual amounts
and the ectual amounts in the cash flow statement for the period ended 30 June 2010 is presented In note 41. The financial e and budget are
preparad for the same period. There is a basis differonce: the budget ls mainly propared on a cash basie and the financial ststemants an the accrual basis. The
reconciligtion as required by GRAP 24 iz also shown In note 41. The staterment of comparisan of budget and actual is asa 1t in the annual
financtal staternents.

Differeinces batwean budget and actual amounts are regarded as matertal when a mare than 10% varianca exists.

All material differences are explained Ih the netes to the annual financial statements.

I SIGNIFICANT ACCOUNTING FOLICIES
The following significant accounting policies had been applled consistently during the current and previous reporting period, a6 set out In nate 12

2,1 PROPERTY, PLANT AND EQUIPMENT

214

212

213

244

2.1.5

INMAL RECOGNITION

Property, plant and aquipment are tangible non-current assets (including Infrastructure sssets) that are held for use in the production or supply of goods or sernvices,
renitel 1o othars, or for administrative purposes, and ane expected to be used during more than one year. ltems of proparty, plant and equipment are initially recognised
s assats on acquisition dete and are initially recorded at cost. The cost of an ttem of property, plant and equipment Is the purchase price and cther costs efiributable to
bring the esset to the iocation and condition y for it to be capable of operating in the manner by the municipality. Trade di and rebstes are
deducted in arriving &t the cost. The cost also the y costs of tling and 1 the asset and restering the site on which it is located.

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

Whera an assst is acquired by the municipality far ne or nominal consideration (1.e. a non-exchenge }, the cost ie o ba equal to the feir value of that
asaet on the dats acquired.
Where an item of properly, plant and syl is ired in fora v sesel or monstary assats, or a combination of monetary and non-monetary

Bssats, the asset acquired Is Intiially measured et fnir;mlua (the cost). If the acquired tem's fair value was not determinable, i's deemed cost is the camying amount of
the asset{s} given up.

Major spare parts and servicing equi quallfy as property, plant and i nt when the Icipality expects 1o use them during more than one period. Similarly,
if tha major spare parts and servicing equipment can be used only in connection with an Item of propsrly, plant and equipment, they are accounted for as propesty, plant
and equipment.

SUBEQUENT MEASUREMENT - COST MODEL .
Subasquent to inltlal racognition, items of preperty, plant and aquipment are meseured et cost less accumulated depreciation and impeirment Iosses. Land is rot
depraclated a & |s desmsd to have an Indefinite useful Iife.

Where the municipality replaces parts of an aseat, it defeécagnises the part of the asset being replaced and ltallaes the new it q
Incurred on an esset s capitallsed when it increases the capacity or future eccnomic benefits assoclated with the asset.

DEPRECIATION AND IMPAIRMENT
Depreciation is fated on the i amount, using the straight-line method over the estimated useful lives of the assets. Components of assets that are
significant In relation to the whole asset and that have difforent useful lives are doprocleted saparstely.

Loased assets are depreciated over the shorter of the lease term and their useful lves unless it is roasonably certain that the ity will obtain ip by the
end of the lease term. .

Incomplete construction wark ie etaled at historical cost. Depreciation only commences when the asset is available for use.

The annusl deprociatfon rates are bassd on tha following estimated everage asset lives:

Infrastructure Yaars Other Yoars
Water 10-80 Machinery and equipment 3-20
Sewerage 10-60 Fumiture and aquipment 3-50
Othar 10-50 Mator vahicles 4-20

An entRty ehall assess at each reporting date whether thera [s an Indication that the amtity's expectations about the residual value and useful life of an asset have changed
since the preceding reporting dete. If any such indication exists, the entity shall revise the expected ussful life andfor resldual valus ty. No longer a req|
to review residusl valuss and ussful lives sach yoar.

The munlcipality tests for impalment whera there |s an indlcation thet ah assst may be impaired. An essessment of whethet there I an Indication of possible impairment
I dene af each reperting date. Whore the carrying amount of an fteim of property, plant and equipment is grester than the ble amount (or r

service amount), it is written down immediately to its recaverable amount (or racoverable service emount) and an impairmant loss |s charged fo the Statement of
Financlal Performence = refer to note 19 for further information on impalrment of assets.

DERECOGNITION

ltems of Property, plant and equipment are derscognised when the asset is dispased of or whan there are no further aconomic benefits or servica potential expected
from the use of the asset, The galn or logs arising on the dispesal or retirement of an item of property, plant and aguipment Is datermined as the diffarence betwsen the
sales proceeds and the carrying value and Is recognised in the Statement of Financial Performance.

LEASED ABSETS

Leases in tetms of which the Ity assumes all the risks and rewards of ownsrship are tlessifled as finance loases. Other leases are classified as
operating lesses. Upan Initlal recognition of assets leased under finance leases, the leasad msset is measured at an amount equal to the lower of its fair value and the
present valua of the minimum Isase peyments. Subseguant to Initial recognition, the assst Is d for in with the poliey to that
assat.




[LEMBE DISTRICT MUNICIPALITY
SUMNARY OF SI3NIFICANT ACCOUNTING POLICIES
Fer the period endad 30 Juna 2019

3 INTANGIBLE ASSETS

3,1 INITIAL RECOBNITION
An i

ascel la an nar y asset without physical substance. Examples include computer and costs. The
municipaifty recognises an intangible asest In fis Statement of Financial Position enly when R e pi that the axpactad fulurs benefits or service potential
the! are etiributable to the esset wili flow to the municipality and the coat or falr valua of the assat can he messured rafiahly.

Intamaily goneratec intangible assets aro subject to strict recogrition criteria before they are capitaii p Is nover capitalised, while pment
axpenditwe is orly capitalised fo the extent that:

o the pality Irtends to the ngible asaet for use or sals;

“Ris feasibls fo plete the aseel;

«the ity has the to the project; and

» It Is probable that {2 muricipaBty will recelve futura economic benefits or Service patentlal

Intangible aessis are initally recoghised et coet.
Whara an gible asset le moquired by tha el for no or nominal {8, & nor n tion), the coet |s desmed to be aqual o the fair
valug of thet esset on the date acquired.

Where an Intang’ble asset ls acy in exch for & tary asset or ¥ aasots, or a combinatlon of monatary and ron-monelary assets, the asset

acquired is inftially measured at falr value {the cost). If the acquired em's fair velue was not determinabie, i's desmed cost Is the carying amount of the aesel(e} given
up.

3,2 SUBSEQUENT MEASUREMENT - COST MODEL

assats ana sub ly cartied at cost less accumulated amortisation and impairments. The cost of an Intangible assst is amortised over the usofuf life whare

that unaaful life ta finite. Whara the useful fe is indefinite, the asset is not amertissd but is subject to an annual impairment teat,

33 AMORTISATION AND IMPAIRMENT

Amortisation I8 eharged =0 as o write off tha cost or veluation of Intangie assets over their astimated useful lives tising the sirsight ine methed. The annuat
amorlisation rates are hased on the following estimated average asset lives:

G ster goftware and websi 2-6Years
The amortisation period and the amerlisation method for an Intangible sssat with & finite usefu; kfe are reviewed at esch reporting date and any changes are recognised
a8 a change in in the S of Financfal Peiformance.

The municipelity %ests irtangible assets with fintte useful lives far Impairment where there ks en indication that an asset may be Impalred. An assessment of whether
there le an Indlcation of possible 'mpalrmert i dona at sach eporting date - refer to note 16 for further In‘ormation on [mpairment of aseets. Whera the carrying amount
of an item of an lmtanglble seset iz greater Shan the eetimatad ble amaunt (ar sarvice amourt), it Is wittten dewn Enwmediately to s recoverable
amount {or recoverable service amount) and an impalrment loss is chargad to the Staternent of Finardial Performances.

3,4 DERECOGNTION

Intanglble assats sre deracognised when tha asset Is dispoand of or whan there are no further econamic bensfitte or service polental expacted fram the use of the assat.
The galn or loss ersing on the di or it of an i Bsset Is 8a the d'fferance between the asles proceeda and the camying valus and s

recognised in the Statement of Financial Performance.

HERITAGE ASSETS

4,1 INITIAL RECOGNITICN AND MEASUREMENT

Heritago assels are aasets thet are normally held Indefinitely for their unique cultural, envircnmental, historical, hatural, scienttfic, technological or artistic significance for
the benefit of future gensrations.

Certain heritage assats aro deswiibed as items thus assets which are retained indefinitely and cannot bo disposad of withkut consent as required by lew or
otherwise,

Heritage assels ame recognised &% an assst when:
* ig probable that future economic benefits or service potential associated with the asset wil io the munlcipalily; and
= tha cost or falr value of the asset can be measured reliably,

I the municipaitty he!ds ah asest thet might be rgarded as & haritage sssst, but o Inttiai recogrition, the assst does not meet the above recognition eriterie becauss it
cannot be meeaured rellably, ratwwant and usefil Information about the herltage asset |s disclosed In the notos to the financial statements.

4,2 BUBSEQUENT MEASUREMENT - COST MODEL

After recognition ae ah asaet, a dass of heritage aseets are canied at e cast loss any accumulated Impalrrent lossss,

4,3 DEPRECIATION & IMPAIREMENT

4.3.1

Herttage assets are not deprociated. The munldipality assesses at sach reporling date whether thero i any Indlcation thet e heritage asset mey be impaired - refer to
note 18 for further information on Impairment of assets.

In nesasging whether thare |s an Indication that an agsst may be impalred, the pality a6 & minknum, the following Indicatione:

External sources of information

(a) During the period, A herilage asset's market value has deciined significantly mare than would be expected as a resull of the passapge of time or normal use,

{b) The absenca of an active mariest for & revelued heritage asset.

4.2.2 Internal sources of Information

{a) Evidance is avelleblo of physical damege or deterioration of a heritage asael,
(b} A decision o halt the construction of the harltage asset befora & Is complote orin a usab'e form,



ILEMEE DISTRICT MURICIPALITY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
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4,4 DERECOGNITION

The carrying amount of a harltage asset is dereceghised on disposal, or when no future economic benefits or service potonfial are expected from its use or disposal. The

gain or loss arising from derecognitkn of a heritage asset is detsrmined as the difarsnce the net dit p if any, and the carrying amounts of the
heritage asset. Such differance |6 recogniaed in surplus or deficit when the heritage asset 1a derecognised.

& INVENTORIES

5,1 INITIAL RECOGNITION
Inventories comprise current assats held for sale, consumption or distribution during the ordinery coursé of business. Invaniories are Inftially recognigsd at cost. Cost
generally refers to the purchase price, pls texes, transport costs and any other costs in bringing the Inventories to their cument location and cendilon. Where imventory
s .

car o d, the cost i the cost of labour, metatials and overheads used during the manufacturing process.
‘Whera inventory ls acquired by the municipatity for no or nominal cor ion (j.e. & han-axch ), the cost is d d 1o be aqual to the fair value of the.
item an the date acquired,

5,2 SUBSEQUENT MEASUREMENT
Inversories, corlsting of consumable stores, raw materials, work-in-progress and finished goods, are valued at the lower of cost and net reallsable value unless they
are fe ba distributed at no or nominal charge, fn which cass they are measured =t the lower of cost and currant replacement cost. Redundant end slow-maving
Ifiveniories are identifisd and written down in this way. Differences arsing on the valuation of invenkery are recognised In the Statement of Financlel Performance in tho
year in which they arose. The amount of any reverasl of any write-down of Inventories arising from an increase In net realisable value or current replacement cost is
recognised ae a reduction in the amount of inventarios recopnised as an expenss in the pericd In which the revarsal occurs.

The carryitg amount of invertaries Is recognised as en expensa in the pericd that the inventory was sold, distrifiuted, written off or consumed, unless that cost qualiiles
for caphtallzation to the cost of ancther asset.

The basis of allocating cost ta inventory ems is the weighted average method.

5,3 WATER INVENTORY
Water Inventory represanis water housed in r Irs within the ipal area and is d at the lower of cost, which is deamed to be falr value, and net
raalizahle value. In the absence of @ market that trades in water outalde of local govemment, the fair value utfised to quantify weter Inventory fs based on the unit
refarence value. The untt reference value is a detarmined by a formula thet Is willsed in the engineering depariment to calcuiate the development cost of new water
resources.

Readings of water levels are taken at year-end, which is quantified at the sbove fair value.

Water and purified effiuent are measured af the lswast of purified cost and net realisable vaiue inaofar as & is stored and controlled in reservoirs at year-snd.

@ INVESTMENTS IN CONTROLLED ENTITIES
Inthe Icipality's annual fi ial investments In controlied entities are measured at cost.

7 FINANCIAL INSTRUMENTS

7,1 INITIAL RECOGNITION
A financis instrument is any cantract that gives rise to a financlal asset of one entlty end a financial liability ar resldual interest of another enfity. A financial asset ls:
cash;
a resldual interest of ancther entity; or
a contractual right to:
receive cach or enother financial esset from another entity; or
exchange financlal assets or financial liabilities with ancther entity under conditions that are potentially fevourable to the entity,

A finenclal lisbléty is anry liablllty that la a coniractual obligation to:

deliver cash or ancther financial asese? to another entity: of
exchanga financial assols or financial kabilitles with ansther entity under conditions that are potettislly unfavourable to the entity.

Financial instruments are Initially recognised when the municipelity becomes a party to the contractual provisions. Financial assels era reccgniaed using trade date
accourting

The municipality has the following types of financial assets as reflected on the face of the Statament of fianciel Position cr cther notes thereto:

Financial Assata:

Gash and Cash Equivatents = Financlal asset measurement at amortised cost

Trade and Other Receivables from Exchange Transactions = Financlal esset measured et amortised cost
Trade and Othor Ivables from N Tr ions = Financlal asset measwed at amortised cost
Non-Current Recalvables = Financlal Assat measured at amortisad cost

Financlal Liabllities:

Trade and Other Payables from Exchange Transactions = Financial Babillty measurad et amortised cost
Trade and Other Payables from Non-Exchange Transacfions = Financlal liability measured at amortised cost
Boowings = Financial liabifity measured at amoriised cost

Finenca Lease Liabifties = Financial liability messured at amertised cost
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7.2 IN[TIAL MEASUREMENT

73

7.3,

=

Financlzl Insiruments era inltialy measured al fai: value and plus fransaction eosts for financlal instrumants at amaortised cost or cost. Fair valug I usuelly the treneactlon
oost at the dale of recopnition. For financiat inetriments at amortised cost, if the transaction cost ks rot markst related |.s. no Imerest is charged for defeived payments or
whan the accourt, 8 overdue, or Interest charged e at below- market related rate: the municipelity determines the falr valus. The fair value Is the present valus of the
expocted future cash flows, withoist taking info account any future losses or the possibliity of defautt, discounted using g rearket related Interest rate, edjusted for credit
sk over the expected lifa of the financial inetrument. For financial instruments at falr valua, the fair value is determined pasad on quoted pices In an active market. if
there is no aclive market, It is determined uging i hnk Far il instruments at cog!, the financial Instrument is onfy measwred at cost if the fair value
can nat ba measured refiably. Whare a financial instrument conteins both a liablilty and a residual interest esmponen, the manicipality allocstes the instrument Into His
component parts. The municipalty recognises the liability st iis fair value and recognisea the residual interest az the dfference between the carying amount of the

Instrumant and the fair value of the abiity component. Na gsin or iose ls recogrised by the ! into tte
SUBSECUENT MEASUREMENT

Flnanciw assels and liabilifes ane subsegwently measured afther at falr valua, or amortised cost or cost Ueing tha following calegories:
(@) Finarcial instrurants at falr velue

(b} Financlal Instruments at emort'sed cost
{c] Finencial instruments at cost

FINANCIAL INSTRUMENTS AT FAIR VALUE

Financlal instnimenta at falr vakm aise finenclal ssesta or llebifities that are dedvatives , combined inetruments that are designated at falr value,
Instrume:ts hald for trading , finanzla) instruments that do not meet the definition of financiel instruments at amartised cost or financlal Instruments at cost and nor:
derivative finencial assets or financial lisbliities with fixed or determinable paymenta that are designated at fair value af Inltial recog nition. Financlal ingtrument at fair
value are subgequently measurad at fair vaive with changes in fiair value recognlsed in surplus or deflcit.

7.3.2 FINANCIAL INSTRUMENTS AT AMORTISED cosT

133

Financ?al instruments at cost, ara derivative financlal asssts or financial liabiftes *at have fixad or determ!irable peyments , excluding thess the
municipalily deeignates at falr vafue at initial recognition or ere held for trading. Finenciai etr. at ised cost are sub tly d at amortised cost
uaing effactive nteres! rate method, Tha effective intarest rete is the rate that exactly the esti d cash fows iated with the financial instrument thraugh
the axpected ife of the Instrument (or in some cases a shorter pariod) to the net carrying amount at inltial recognition. Financial ageets are subject # enhual impalrment
revlew. Refer o note 7.8 for detalis on Imp and L litty of financial assets.

FINANCIAL INSTRUMENTS AT COST

Finanale; Ir at cost are investmants in resldual Intevests that do rot have a quoted merket price In an active marked, and whose fair valus cannct ba raliably
Finandial | st cost are subsequently measursd et cost If the fair val nnot be reilably -]
Flrancia! assets are subject to arryal impaiment review. Refer o niote 7.6 for datalls oh impeirment and ility of assets,

74 RECLASSIFICATIONS

The municlpelity does ot raclaasify a finencial imstrument when Rt is issusd or held , excapt for & combined Instrment thet is regiuired to be measured at falr value or an
Investmant In residual Interest sublect io certain reguirements,

7.5 GAINS AND LOSSES

Gaine and lossee on fair valua measuraments ,reclasslfications , impaimment , deracegnition afe racognised In surplus or defick.

7.8 MPARMENT AND UNCOLLECTABILITY OF FINANCIAL ASSETS

Financial avgets ara subject to arnual impalrment review as ollows:

7.6.1 FINANCIAL ASSETS AT AMORTISED COST

For financlal assets at amortisad ocet; the municipality aasesses whather thera i any objact) thata esset or group of financlal asssts is impaired. If
there I objactive evidence that an !mpairment kxss on o financial assat has baen Incurred, the loes is recognisad i sutphus or deflcit. The municipal'ty aseessos financlal
assats individially, when assets are Indlvidually significant, and Individually or collectively for fi aszets that are not Individually significant. Where no objedive

of i i axists for an individually assat, (whether individually significant or not), an entity includes the asssts in a group of financlal assets with
similar oredit riek characterisfics ard collactively sssess thom for impalment, The impaimment loss is the differenca betwean the carrying ameourt and the preaent value
of eslimated future cash flows discounted at the ariginal effective nterest rete. The impairment ks ks recognised in surplus or deficit by reducing the carrying amaunt
althar directly or through the use of an allowance account, If, In a perlod afteran Impairment losa hae bagn recognissd, events ocour or clroumstances change that
indicate that the impairment loss recognised In e previous pariod shald be r d, the i the impall ss previously recognised elther directly
or by adjusting an allowance account.

7.6:2 FINANCIAL ASBETS AT COST

For financlal assets et cowt: the municipallty assamase whethar thars Is any objective evklence thet a fin aseot |e Impained. If hare 8 obj evidence that an
impalrment lose on a financial gsset has been incured, the Ioes is recognised In ayrp!us of deficit. The impalrment loss is the difference betwesn the carrying amount
ad the present value of estimated future cash flow discounted &t the current market rate of retum for similar feancial assets, The Impairment loss is recognied in
surplus or defict by reducing the ca:mying amount direcily. The impairment loss ls naver reversed In subsequent periods.

7.7 DERECOGNITION

7.7.1 FINANCIAL ASSETS

The municipality derecognises financial assets using trade dels accounting. The municipality afir e=sst only when:

{n) the contractusl rights to the cash flows from the financial aesst expire, are veltled or walved;

{b) the municipafity transfers to ahathar party substantially all of the risks and rewards of ownership of the financial assst; or

() the municipaty, desplts having retained eome slgnificant risks and rewards of cwnershlp of the financlal asset, has transfamed control of the asset *o mother party
and the other party has the practical abllity to 2eit the asset in ks entlrety to an unrelated third party, and !s able lo exercise that abllity unilaterally and without nesding te
Imposs additiona! restrictions an the transfer. in this cage, the municipality shall;

{i) derecognise the sseet; and

{11} recognige saparately any Hghte and obligations creeted or retained In the trenatar.

7.7.2 FINANCIAL LIABRITIES

The mumicipally removes a financia: liabllity from 2s stalement of financial position when , and any, It Is extinguished . A fin Hability is extinguished when the
debdor either:

() Clscherges the liablity by paying the cred'tor, normally with cash, oftar finandlal 'labllties , goods or earvices,

{b) Is lagafly rek from primary Ity for the llabliity efther by process{ expires} of law ar by the creditar { cancelled). If the deblor has given a guamnies ,
thia condition may etiil be met,

{c) Waives the debtor it is d by another icipality by way of @ non- exchange transection,

Interest, dividends ar simikar di iors , losaes and gains relating to a financiel mstrument or 8 component thet is a financial labillty shoukd be recognised as revenue
of expense in surplus or defleit A financial asset and a financiel isbility ehould be offset and the net amount prasented In the statement of financial position whan and
‘whan , tha municipality:

(M) Currentiy has & legally anfarsabls ripht to set off the racognised amounts; and
{ii} Intends elther o settie on a net basls, of to rwalise the asset and settlo tha Eability simuitaneotsly
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
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FOREIGN CURRENCY TRANSACTICN
Transactions in forelgn currencies are tranelated to the functional currency of the municipality at exchange rates at the detes of the transactions.
Monetary assets and lisbllfies denominated In foreign currencles at the reporting date are retransiated to the functional currency et the exchange rate at that dete. The

foreign cumrency gain or loss on monetery Items Is the difference between amortised cost in the funclional curency at the beginning of the period, adjusted for effective
Interest and paymants during the period, and the amortised cost In ferelgn curency at the exch rate at the end of tha reperting period.

Nom-monetary asests snd liehilities denominated in foreign currancios that are measured st fair value are retransisted to the functional currency at the exchange rate et
the date that the fair valua was delermlnsd Foraign currency differences ariaing on retranslation ana recagnised in surplus or deficlt, except for differances arising on the
retranslation of avai which are In net asaste.

Non-monetary ltems that are measured in tarms of historical cost in a foroign currency are translated using the exchange rate at the date of the transaction.
Gash flows arising from transactions In a foreign currency are recorded In Rands by applying to the frelgn cumency amournt the exchange rate betwsen the Rend ard
the forelgn currency at the date of the cash fiow,

UNAUTHORISED EXPENDITURE
Unauthorised expenditure Is defined in section 1 of the MFMA as follows:

"unautiorised expenditure”, in relation to a Icipality, means any e Incurred by a municipality otherwise than In sccordance with sectlen 16 or 11(3}, and
Includes—

(a) overspending of the total amount approp in the 'S GppI budgat;

{b) overspanding of the total amount appropriated for a vobe in the approved budget;

(c) exp from a vote to the it or functional area covered by the vote;

(d) diture of money for a epecific purposs, otherwise than for that specific purpese;

{e) spending of an dlmatlnn refarred to in paragraph (b}, (c) or (d) of the definifien of "alacation” othenwise than in accordance with any conditions of the allecation; er
(N a grant by the jcipality ise than in d with thie Act.

9,1 IDENTIFICATION AND INTERNAL REPCRTING

Unauthorized expenditure is identifled through the municip gyatem application controls. On identification of the unauthorised expenditure due to
overspending on specific vates, the relevant Head ofdepmant Iz notifled, where funds are avallable on cther votes within the directorata, virements are made within
the provislons of the viremant peiicy, If after the provisions of the virement pollcy are applied, the uneuthorised diture still ram kls ded In the
unauthorised sxpstditura reglater and reported to the ecceunting officer, mayor ard couneil In terms of MFMA saction 32.

©,2 COUNCIL DECISION AND ACCOUNTING TREATMENT

Uneuthorised expenditure thet is Incurred befone the adjustment budget process |s finalised is condoned by councll through the sdjustmant budget. I..Inmﬂhunusd
sxponditura that ls incurmed after the adjustments budget Is referred fo the Municipal Fuh!lc Accounts Commities {MPAC) for i on emd to
eounell. Where MPAC after investigatien, recommends te courttil # cartify the ur aslr and wiite - off, ma unauthorised expenditure &
discicesd in the notes to the financial statements &8 condened by councii. Whera MPAGC determines after ir g that the unauth must ba
recovered from the relevant official, the unalthorised expanditure is recognised as an asaet (debtor) in the statement of financial position and alsn disclosed in the

L e note as ised experdiure Incurred In the currant financial year.

2.3 EXTERNAL REFORTING

The accounting officer of the munécipality promptly informs the mayor, the MEC for local government In the province and the Auditor - General, In writing, of:
{a} Any unauthorised expenditure incurred by the municipality;
{b) Whether any parson is respensible or under | tigation for such jaed diture; and
{2) The steps that have been taken-
(1) Ta recover or rectify such expendiiura; and
{1} To prevent a recutrence of such expenditure

10 IRREGULAR EXPENDITURE

10

10,

Imegular expanditure Is defined In section 1 of the MFMA a8 follews:

“imegular expenditure”, in relation 1o & lity or icipal entity, m
{a) expenditure Incurred by a municipefity or municipal anﬂty in mntravanhon of, or that is not In accordance with, a requirement of this Act, and which hags not besn
cendoned In terme of section 170;
{b) expenditura incurred by a municlpality or ipel anttty In cor ntion of, or that Is not In accordance with, a requirement of the Municipal Systemes Act, and which
has not bean condoned in terms of that Act;
{c) expenditura Ineurred by a municipality in contravention of, or that is not in accordenss with, a requirement of the Publlc Office-Bearers Act, 1658 {Act No, 20 of 1008);
or

{d) expenditure incurred by a municipallty or fcipal entity In tion of, or that is not In accordance with, & requitement of the supply chain management pollcy
of the munmlpalny or enily ar any of the munlc]pamy‘s by-laws giving effest to such policy, and which has net been eondenad in terms of such policy or by-law,
but p bya which falls within the definition of *unautherised expenditure”,

IDENTIFICATION AND INTERNAL REPORTING

Every expenditure lam is reviewad before payment Is made to identify any instances of non-compliance with thé relevant Acts and eupply chain management polk:y of
the lity. Where an #em |z identified ee kregular expenditure, it is racordad in the megular diture register and d to the

offlcer, mayor and gouneil In tarms of MFMA saction 32,

COUNCIL DECISKON AND ACCOUNTING TREATMENT

\rregular expenditure repotted to counc is referred to the Municipal Public A its G lttea (MPAC) for i [i] and r ion fo cauncil. Where MPAC
after investigation, recommends to council to certify the imegular expenditure as Imacoverable and write - off, the i B d in the notes to the
financlal statemants as certifled and written - off by council a6 kmecoverable. Where MPAG determines sfter investigation, thet the Imepular expenrditure must be
recovered from tha relevart official, the imogular expendlture is recognised as an esset (dabtor) in the statement of financlal pesltion and alse disclosed In the irregular
expenditura note as imegular expandtture incurred in the current financial year.

10,2 EXTERNAL REPORTING

The accounting officet of the municipality promptly informs the mayor, the MEC for lecel government In the provinca and the Auditor - General, in writing, of;
{a) Any irregular expenditure incurred by the municipallty;
{b) Whaethar any parson is responsibla or under ir igation for such Imagul iture; and
{¢) The steps that have been taken-
{1} To recover or rectify such expendiure; and
() To prevent a recurrenca of such expenditure
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FRUITLESS AND WASTEFUL EXPENDITURE
Fruiless and wasteful expenditure is defined in section 1 of tha MFMA as follows:

“fruitless and wasteful expendiire” means expendilure thet was made in vain and would have been avolded had ie care been
11,1 IDENTIFICATION AND INTERNAL REPORTING
Evary item Is rewi before Is mede to identify whether it mests the definition of frulless and wastefuf expenditure. Whars an expenditure ham

s identified as frultiess and wasteful exparxdiiure, it is recorded in the frullazs and wasteful expendlire register and reporiad to the accounting officer, mayer and
counc in terme of MFMA section 32.

11,2 COUNCIL DECISION AND ACCOUNTING TREATMENT

Fruliess and wasteful expendiure reported to council is referred to the Municipal Public Accounts Cemmities (MPAC) for Iinvestigation and recommendation #o council.
Where MPAC after investigetion, recommends o councl to certiy the frutless and fLs as i and write - off, the frultiess and weasteful
expenditure i disciosed in the notes to the financlal statemeants as certified and writton - off by councll as imecoverable, Where MPAC detenminos after investigation,
that the frult'ses and wasteful expenditure must ba recoversd fom the refovant officlal, the fruliess and ful oxpenditre is grized as an asset (doblor) in tha
steternant of financle! poaltion anc! aleo disclosed In the frultiess and wasteful expenditure note ae fruliess and wasteful expenditire Incurred In the current Ananclal year.

11.3 EXTERNAL REPORTING
The

13,

¥ing oFicer of the ! y promptly Informs the mayor, the MEC for Iocal government in the province and the Auditor - Genaral, in writing, of:
{n] Any imegular expanditure incurmed by the municipailty;
{b) Whether any person le ! or undear investly for such frultisss and waatsful expenditure; and
{c) The steps that heve bean taken-

() Tes recaver or rectify such expenditure; and
{8) To preve:t a recurronce of auch expenditure

PROVISIONS
Provi are raad wher: the ity has a present or constructive obligation as a result of past events, it is probabis that an cutflow of resources embodying

sconomic benefits will be requ'red (o settle the obligation ard a relisble estl of the p ¢an be made. Provisions ame reviewsd ef reporting date and adjusted to
taflect the ciitrent best ostimats, Where the effect is matarial, non-cument provisions ara discounted 1 their present valus using a pra-tax dlgsount rate that raflacts the

markets curant a¢sessment of the time value of monay, adjusted for risks specific t tha L'abilky {for mthe case of for the rehabliliation of land).

The I ly does nct lee a - llebility or contingent ssset. A contingent liabllity is disclosed unless the possibility of an cutflow of resaurces
emboedying ecoromic benefits is remote. A contingent asset is dieclosed where an inflow of economic benefiis Is probable.

Fulure events that may affect the amownt required to esttia an obligation are roflected in the amount of & provision whem there |s sufiiclant objective evidence that they
will occur, Galns from the expectsd disposal of assets are not taken ink account in measuring & provision. Provisions are not recognised for fulure opereting losses, The
praasit under an contract bs gnized and measuned as a provision.

A provision for resiructuring costs is recognised only when tha following criteria ever and above the recagnition critarfa of a provision have been met:

(a)} The municpaiity has & detailad formal plan for the restruchring identifying at ieast:

(b) The municipatity has ralsed a valld sxpectation In those affected that it will camy out the restructuring by starting to Impl that plan or iy fta main
foatures fo thoss affacted by K.

LEASES

MUNICIPALITY AS LESSEE

Lagses ara clancifiad ms finance leasss whene substantially all the riske and rewerds asscciated with awnstship of an asset ane trangferred 1o the municipaity. Proparty,

plant and equipment or intangible assste subject fo finence lease ag ks are [nit'ally recog at the kower of the asset’s fair value and the present value of the
leass peay Tha vg fiabililes aro indlially recognised at the incepdion of the leass ard ere measured as tha ewm of the minlmum lease

paymants due In fenms of the lease egresmant, discounted for the effect of Inteyast, [n discounting the lease paymente, the municipality uses the imterest rate that exactly

discounts the lease payments and unguarantsed resldual value o ths fair value of the asset plus any direct costs incurred.

Subsequant to tnitial recegrition, the Jsased ssssts are accounted for in accordance with the stated g policiee licable to property, plant, squipment or
mianglbles, The lease Nabiity is reduced by the lease pay which are allocated the lease finence cost and the capitel repayment using the effective
Interseat rate method. Lease finance costs are expensed when incurad. The accounting pollcies relating to derecoghition of finandial instrumants are applfed to feass
payablos. The leage assst is depreciated over the sharter of the asset's useful |ife or the lease term.

Opoerating |swtos are those casen that do not fall within the scope of the abave definttion. Qperating leasa rentals are accruad on & straight-Iine basls over the term of
the relevant lazse.
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13.2 MUNICIPALITY AS LESSOR

14,1

14,2

Urder a finance leasa, the municipality recoghises the lease payments to be recalved In terms of & leass agreement &6 an asset (receivable). The recsivable Is

calculated s the sum of all the minimum lsase payments to be received, plus any resldual accruing to the municipafity, discounted &t the interest rate
implictt In the lease. The recaivable is reduced by the capital potfion of the lease instalmente received, with the interest portion betng recognised &s Interest revenua on a
time proportionate basls. The accourting pollcles relating 1o gnition and irmant of ere applled to lease racalvables.

Rantal income from operating leases & recogrised on a stralght-line basis over the term of the relevant lease.
The tariff in respect of sewerage is hased on the valua of consumption used from one point of meter supply

REVENLE
REVENUE FROM EXCHANGE TRANSACTIONS

Revenue from exchange transactions refers to revenue that acorued to the municipefity directly in retum for services retwered / goods sold, the value of which
approximates the conshieration received or recalvable.

Service cherpes relating to weter ane based on consumption. Meters are read on a monithly baels and ans phised ag when Invoiced. P jonal esti

of consumption ar made monthly when meter readings have not been performed. The provisk of 1 are ] as ravanue when Invoiced.
Adjustments o provisional estimates of consumption ere made in the invaicing period in which metars have been read. These adjustments are recopnisad as revenus in
the involeing period. Further adjustments are made to take into account staggered tariffs where applicable. The estimates of consumption betwesn meter readings are

hesed on 8 months everage reading history,

Sarvice chapes from sewsrage and sanitation are hased on the velue of consumption used from one paint of meter supply and this Is set cut in the teriffs of charges
approved by Coundll,

Revenus from the sale of water prapald meter cards is gnized besed on cor ioh except where & reliable estimate cabnot be made after svery reasonable wffort
te gather appropriate Information hed bean mads. In thesa instancee, revenue is racognized at the point of sale.

Intarest revenue is recognised on a ima properticn basis.

Revenus from the rental of facTities and equipment is renognls'sd on a siralght-line basis aver the term of the leese agresment.

Ravenue from the sala of goods is recognisad when substantially all the risks and rewards in thesé goods is passod to the consumer.

Revenue arlsing out of situations where the municipality acts as an agent on behalf of another antity {the principal) is limited to the amount of any fee or commission
payable to the municipakity es compensation for executing the agrasd sarvices.

REVENUE FROM NON - EXCHANGE TRANSACTIONS
Revenue from nol Qe lons ara where the municlpality fvos revenue and provida no or a raminal conskderation directly In retum.

Atr tton can be a ion of exchanga and ctions. In these the icipality detarmines what portion of the fransaction ls an
exchange transaction and what portion is a nol tr ticn and theri gnise it separataly.

Mozt non-exchange tr ions that the icip enters inte invelve atipulations on transferred asssts are interms in laws or regutations, or a binding arrangement,
imposed upon the use of a tranaferred asset by entities axternal to the municipality. Stipulations can sither ba In the form of condltdons or in the form of restrictions. For
bath condifions i restrictions the municlpality mey be required to usa the transferred asset for a particular purposs. “The municipality uses substance over form fo
determine whather a etipulation |s a condition or restriction.

14,3 RECOGNITION

An Inflow of 1esources from a non-exchange transaction, other than services inkind, that meets the definition of an assst are recognised 26 an asset when all of tha
following criteria have been satlsfied:

{8) When the resource Is controlled by the antity as & result of a past svent;

(b) Itis prabable that the future economic benefits or service polential associated with the resource will flow to the municipality; and

{c) The fair valus of the Tesaurce cen be measured reliably-

Aninflow of r from a | on recognised as an assef Is recognised as revenus, except to tha extent that & liakility Is also recognised In
raspact of the same Inflow (which |s the case when a stipulation is & condition).

Liabilities are recognised for conditions to be met which is atteched to the fransferred assat. The liability is discharged and revenue recognised as the conditions are
satlsfied.

The municipality does not recognise servica in - Kind.
The municipelity recognises revenue from vat refunds on cash basis.
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144 MEASUREMENT

161

Non-monetary asssts such as property, plant and equipment, nvestmant proporty and inventory, ired through a 1ge b are inifially measured et
s fair value on acquisition date.
Nonhstary assste arising out of a contractusl agrsarment, such as cash and are Inittally at fair valus on acquisition date.

Ravenua |s measured s the amount equa! in the ncreass in net assets (1.e. tha net effsct).

The amaourt recognised as a ilability is the best estimete of the amouint required to aettls the present obiigation at the reporting date.
Ravenue from vat refunde [s meesured et grosa amounts.

BORROWING COSTS
Borrowing costs thet ere dinectly affributable o the acquisftion, construction or produotion of quelifying assets are capltalised to the cost of that assst unless it is
iate to do sa, The I coases the capitalisation of burowing coste when substantially al! the actlvities fo prepare the esast for ite intendad tgs or sale

mvénnlmpratn. It I8 considened happr::priuh %o copitullse bomowing costs where the Iink betwesh the fnds borrowed and the capRl ssset acquired cannot be
adaquately setablshed. Bomowing costs Incumed ather than en qualifying assets are recognised as an expenss In surplus or deflcit when incusmed,

EMPLOYEES BENEFITS

SHORT-TERM EMPLOYEE BENEFITS

The cost of shortterm amployes benefits, (thoss payable within 12 monthe after tha sarvice ls randersd, such ss paki vacation lsave and slck leave, bonusss, and non-
menstary banefits such es medical cars), are recognlsed in the periad In which the service Is rendered.

The expecied cest of cormp b I8 recogrised 88 an exponse as the employess render sarvices that increase their entit'ement or, in tha case of non-
g ab when the ab OCOUTS.
Thaexpadadeoetofbonuspaymenhlsmmglicadaaanaxpamawhanthemlsalega!ur alion to mak h paymerts as a result of peet eervice or

parformance and the obligation can bo estimated reliably.

LiahiEties for short-term erployee benefits that are unpaid o year-end are measJred at the undiseounted amount that the municipally expects to pay in exchange for
thet service and had accumuigied at the reporting date.

18,2 FCBT- EMPLOYMENT BENEFITS

16.2.1

1622

1623

16.24

DEFINED CONTRIBUTION PLANS
A dsfinsd conlribution plar. ie & plan under which the municipality pays flxed conlrisutions it a separate entity. The municipality has no legal or constructive obiigation
o pay further contributions if the furd does "wd hold suffident eesets to pay all empioyees the beneflts reiating to sarvice In the curent or prior pericds.

The munlcipality’s contributions & the defired funde are d I tenme of the rules g %] those plens. G are ] n surplus or
deficlt In the perod In which the setvice is rendared by the relevant employess, un'ess ancther standard raquires or permits the Incluskon of the contributicn In the cost of
@ assel. Prepaid contributions ane racognised as an asset fo tha extent that e cash refund or a red in future i available.

The o5t of bonus pay is as an when there is a legra! of constructive obligation to make such payments as a result of past service or
performence and the obligaien can be estimated raliabfy.

Wheta ibulions to a defined i plan do not fall due wholly within fwalve monthe after end of the period In which the employses render the related awrvica,
they are disgcotnted using a iek-free rate detemilned by refarance to market yiekds af tihe reporting date on government bords, of by reference to market yicids on high
quality bords. The ity contrib te various national-and provincial-administersd defined benefit plans on behalf of Its qualifying amployess. These
funds are muli-employer plans and are for as defined contribution plans as thare le no congistent and rellable basis ilabte for g the

plan assets and cost to individua! Icipalities participating inthe plen. The contributions to fund obligationa for the paymnent of retirement banefite ara expensed inthe
year i bacomes payabls. Those multh loyet plans are y valued on a national-or provindial level using the proj unlt credit methad. Defichis are
recoverad thiough lump sum payments or k future i ©on a pr basis from all foipating alities. P. made {o industry-
managed (cr state plans) retirement henefit schemes are dealt with az defined contribution plans where the ity's obligation under the ach is equivalert to
thaee arising in a defined eonfribution retlrarment bonefit plan.

DEFINED BENEFITS PLANS

A dsfined benefit plan is a post-empioyment benefft plan other than a defined contribution plen. It defines an amaunt of benefit that an employes will recelve on
i The Iclpality's net obligation In respect of definod banefit plana ls calcuated eaparately for eech plan by estimeling the amount of future bensfits thet

empicyees heve sarmed In return for thelr sarvice In the current and prior periods. These benefits are discounted to determine ke present value. The amount recagnised

In the statement of financlal poskion represants the present value of the defined benefi bllgation as for ial galns and lossee and

unrecognlsed past sarvice costs, and reduced by the fair valua of plan assets.

Tha ciiscount rate Is the yisld at tha reporing defe on AA credit-rated bonds thet have maturily dates approximating the tarms of the municipalty's obligations and that
ara denomineted in the same cumency in which the benafits are ewpected 1o be paid, The catculation la performed ennually by a guaiiiled actuaty using the projectsd unit
oredit method. When the calculation results In a baneflt to the municipallty, the necognieed assat |3 iimited to the total of any unracognised past sarvies coste and the

preeent value of economic banefits available in the form of any futwe refunde from the plan or i In fiture o the plan. In order to caleylate the

Present value of ic banefis, ion |s glven to any minimum funding requirements that apply to any plan In the municlpallty. An economic beneflt is
1o the ] if it ie reallsable during the life of the plan, or on settlament of the plan llablilies.

‘The sxpected cost of benus p Is lsed as an when there Is a tegal or consiryctive obligation to make such paymania a8 8 result of past servica or

performence and the obligation ¢an be estimatad rellnbly.

When it is virtually certain that another party will reimburse some or all of the expendilure required to soitfo & defined banedit obligation, the right to reimbursement s
recognised B a separate assol. The assat is meesured at fair valus. In all other respacts, the asset Is treated in the same way a6 plan assets. The expense releting to a
defined bensfif plan I pressntad as the nat of the amount recegnissd for a reimbursemant.

When the bensfis of & plan are krproved, the portion of the Increased benafit rslet!ng to past secvica by employess is recogniaed In surplus or deflclt on a sbralght-line
basis over the average pariod untli the bensfits bacome vestad. To the extont that the benefits vest immediately, the expense is recegnised Immedistely In surplus or
daficlt,

The municipallfty | diztel all 9alné and lossee arlsing from defined banefit plans direclly in nat assets.

OTHER LONG - TERM BENEFITS PLANS
Long service ewards are provided to smployess who achieve cartain pre-determined milsstonios of service within the municipality.

The municipality’s net obligation In respect of long ssrvice awards ks the amoLnt of future bansfit that employses have eamed in fetum for their service In the current and
prior pariodz. Tha bensfit s discounted to detarmine lts pressnt velue and the fair value of any related assels e deducted to detormina the ret obligaticn.

The discount raie Is the yield at the reparting date on AA credil-rated bends thal have maturity detes approximating the terme of the muntdipality's obligations, The
caleulation ls parformed using the projected unlt eredit method. Any actuarial gains and losses are recognised in awplus or celicit in the period In which they arise.

TERMINATION BENEFITS

Temnination benefits are Je] as an when the d is committed demonstrably, without reallstic possibiity of withdrewal, to a formal detaled plen
to either tetminete employmant before the nommal retirement date, or to provide termination benefits as a result of an offer made to ar age voluntary red) A,
Tenmination benefils for voluntary nedundancies are a8 an Hthe icipality has made an offer of voluntery redundancy, itis probable that the offer

will be accepted, and the number of acceptances can be estimated rellably. If heneflis are payable more then 12 months after the reporting pariod, then thay ara
discounted to teir prosert valua.
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ILEMBE DISTRICT MUNICIPALITY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
For the period ended 30 June 2018

VALUE ADDED TAX (VAT)

The municipality accounts for VAT oh the cash basis. The municipallty is liable fo sccount for VAT gt the standard rate {14%} In terms of section 7 (1} {a) of the VAT Act
in respect of the supply of geots or sarvices, excopt where the supplies &re specifically zero-rated In terms of section 11, axempted in terme of saction 12 of the VAT Act
o is out of scepa for VAT purposss. The municipality accounts for VAT on a monthly basle.

IMPAIRMENT OF ASSETS

Primary objective for cash g assets is to g acor ial return and the primary objootive for non- cash gensrating ssset is sarvice dellvery. The
municipality uses the fellowing sets of questions as a criteria te distingulsh between cash genersting and non-cesh penerating assets:

(a) Was the esset acquired to gencrate a commercial retum?

(b) Daes the asset operate indepandently from cther assets?

(c) Does tho asset ganerate cash flows Indepandentty from other assets?

Ifthe answer is yea fo all of these quastions, then the municlpality accourts for the asset as a cash genarating asset. If the above criteria is not met, the municipality
accounts for the essst as non-cash generating aseet.

The municipality assesses at each feporting date whether there ls any indication that an asset may be Impaired. IF any such Indication exists, $he municipalit
the racoverable service amount of the assst

Imespective of whether there Is any Indication of itmpell it, the mumicipakty also:
- tesis Intangible assets with an Indefinite ussful life or Intangible assets not yet available foi Wse for impairment annually by comparing Ite carrying amount with s
ble amaunt. This impal 1t test |6 parformed during the annual pericd and at the same time every period.

If thera is any Indication that en asset may be impaired, the recoverable service amount is estimeted for the individuel asset. If it is nof possibde to estimate the
recoverabla sorvice amount of the individuat asset, the recoverable service amount of the cash-genersting unit to which the asset belongs is detarmined.

‘The recoverabie service amount of an assst or a nen - cash generating unit is the higher of its fair value less costs to sell and s valua in use. Tha recoverable carying
amouttt I8 higher of its fair value less cost 1o sell and its vatue in uss.

Value In use of a cash generating asset is dotermined as the present velue of the estimated future cash flows axpecied to be derived from the continuing use of an assat
and from its dispasal at the end of its useful life. Value in use of & non cash genarating esset ls determined as the present value of the aseet's remeining sarvice
potential,

\f the recoverable service amount of an asset is less than s camying amaunt, the carrying amount of the asset is reduced to Is recoverabie gervica amount. That
reduction Is an impairment loss.

An impairment loae of assets canled at cost less any d depreciation or ion is recognised Immediataly in surplus o deficit. Any Impalmment loss of a
ravalued asset is treated 8s a revaluation decicase,

An impairment Ipas le recognised for cash-generating units If the racoverable service amount of the unit is less than tha cesrying amount of the unit, The Impairment loss
is allocated to reduce the carmying amournk of the assets of the unit as follows:
- to the assats of the unit, pro rata on the basis of the carrying amount of each asset in the unit.

The municif at each reporting date whother there |s any indkeation that an impairment Joss recognised in prior periods for assets may no longer exlst or
may have decreasad. If any such Indication exists, the recoverable service amounts of thoso aseets are astimated,

The increased carying amount of an asset attributeble to a revereal of en impalrmant loss doss not exceed the camying amount that weuld have been determined had
no Impsiment loss bean recognised for the asset in pricr periods.

A reversal of an impalrment loas of assels camled at cost less d dey or ion is recognlsed immadiately In surplus or deficit. Any reversal of
an impairmant loss of a revalued asset is troated es & revaluation increase.

RELATED PARTIES

The municipality operates in an ecoromic sector currentdy dominated by entlties direclly ownad by the iLembe District Municipallty. As a QI of the
constitutional independencs of the thwoa spheres of govemment In South Africa, only entiies within the national sphere of gevemment are consldered to ba related
parties.

Management are thoss persons resp: for p ] g and ing the activities of the iclpality, i ing thoss charged with the govemanca of the
ic In d; with leglslation, in instances where they are reculred to perform such functions.

Glose tmembers of tha family of a person are orsidered to be thoso family whe may be expectad fo influence, or be influsnced by, that management In their
dealings with the municipality.

Only transactions wlth related partia not at arm's length or not in the erdinary course of business are disclosed.

EVENTS AFTER REPORTING DATE

Events efter raporting date ara those events, both favourable and unfavourable, that ccour between tha reporting date and the date when the financial statements are
authorised for issue. Two types of evenis can be Identified:

- these that provide evidence of conditions that existed et the reporting date (adjusting events efter the reporting date); an

- thoae that are Indicative of comditions that arose after the reporting date {nen-ad)usting events after tha reporting date).

The municipality will adjust the amoeunt recognised in the financial statements to reflect adjusting events afer the repriing dale onca the event occurred.

The municipality will discioae the nature of the event and an of its jul effect or & fhat such estimate cannot be made in respect of all material
nor-adjusting avents, whero non-disclosurs could Inflsnce the aconomic declslons of users taken on the bacis of the financial statements,

COMMITMENTS

Mems ere classifled as commitments when an antfty has committed itsalf & future transactions that will normlly resudt in the outflow of cagh.
Disclosures are requined in respect of i 1al

C

for which dlack is necassary to achieve @ fair p ion showid be disclossd in @ nate to the finandial statements, if both the following criteria aie
met:
- Contracts showld be or only o algnificant cost {for la, confracts far or building maintenance services): and
+ Contracts should relate to something other than the routine, steady, stete business of the ertity — therafora salary commitments relating to employment

contracts or social security benefit commitments are excluded.



ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2019

Aliowance for

TRADE AND OTHER RECEIVABLES FROM ‘Impalirment on
2 EXCHANGE TRANSACTIONS Gross Balances recaeivables Net Balance
Trade recejvables R
For the period ended 30 June 2018
Service debtors
Water and Sewerage 350 732 511 (250 265 210} 100 467 301
Direct Payments 51 804 - 51 804
Total ‘_W‘T'm’)s 0 {250 285 210} 1M'E15_43'12'
Other Recelvables
Umngeni water debtor
Accrued interest 2062 718 2062718
liembe Enterprise 871 751 871 751
Outstanding deposits 314 215 314215
Sundry Debtors :
ther debtors 12 645 671 12 645 671
RD Cheques 3469 3469
Vat recelvable - -
Total other Receivables 15 897 824 - 15 897 824
= B
VAT is payable on cash basls. VAT Is pald over to
SARS only once payment is recelved from debtors,
Total Trade and other receivables 366 578 531 1250 265 210} 116 313 321
as at June 2018
Restated
Service debtors
Water and Sewerage 273 390 840 {186 482 910) 86 907 930
Direct Daposlts 2010 795 2 010 795
Total 271 380 045 186 482 910 84 B97 135
Other recejvables
Umngeni water debtor . -
Accrued interest 749 373 - 749 373
Outstanding deposits 2073133 - 2073133
Sundry Debtors = -
Other debtors 14 533 890 {6 177 849) B 356 041
Sundry Debtors - FAW Expendlture 76 804 {76 804) .
Vat recelvable 4 670 100 - 4670 100
Other receivables 22 103 299 gs 254 653i 15 848 EB
Total Trade and other recelvables — P95 A8 344 (199787 503) 100745 782
== —
Sum f Debtors b mer Classification Residentlal Industrial/ National and
Commarcial Provinglal
Government
R R R
For the period ended 30 Juna 2019
Current (0 — 30 days) 25 789 846 3498 078 4 307 527
31 - 80 Days 6 004 942 600 482 926 384
61 - 90 Days 10 786 571 335156 1 057 645
91 - 120 Days 11 703 787 ars 227 850 780
121 - 365 Days 14 168 382 297 488 571 366
+365Days - 248 558 788 2725 554 18 086 411
Sub-total 317 102 414 7829 984 25800 113
Less: Allowance for imapirment on receivables 226 268 452 5 587 086 18 408 672
Total debtors by customer classification 90 83 2 808 7 390 440
N ——— EE—
at 30 June 2018
Restated
Current (0 - 30 days) 8 347 904 1972 255 2379 166
31- 60 Days 17 189 276 481 361 1319814
61-90 Days 10 128 801 188 552 1030 286
81 - 120 Days 6401878 137 460 725 134
121 - 365 Days 13 584 214 B8 812 502 944
+ 365 Days 192 084 913 1 459 353 15 3568 717
Sub-tolal 247 736 987 4337 792 21 316 061
Less: Allowance for imapirment on receivables 168 984 134 2 958 856 14 539 921
Total debtors by customer classification 53 78 836 8776141 -

24



ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 Juns 2018

Water and Sewerage: Ageing
Current {0 — 30 days)

31 - 60 Days

61 - 90 Days

91 - 120 Days

121 - 365 Days

+ 365 Days

Total

Reconciliation of the doubtful debt provision

Balance at beginning of the year

Contributions to provision

Bad debts recovered/ Consumer Accounts Adjustments
Doubtful debts written off against provision

Balance at end of year

3 CASH AND CASH EQUIVALENTS

Cash and cash squivalents consist of the following:
Petty cash and cash on hand
Bank statement balance

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

ABSA Bank Account - Durban Branch

Account Number 4057878321 - Current Account
Cash book balance at beginning of year

Cash book balance at end of year

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

Salaries Bank Accoun

First National Bank - Durban Branch
Account Number 62006302385 - Current Account

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

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

Main Bank Account

First National Bank Account - Durban Branch
Account Number 50851211546 : Current Account
Cash book balance at beginning of year

Cash boek balance at end of ysar

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

Revenue Bank Account
First Nalional Bank - Durban Branch

Account Number 62409366722 : Current Account
Cash book balance at beginning of year

Cash book balance at end of year

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

25

2019 2018
R R
Restated

33595 548 12 699 325
7 621 808 18 990 450
12179 372 11 347 638
12927 794 7264 472
15 037 236 14 185 970
269 370 753 208 902 984
350 732 511 273 390 840
(186 558 714) (144 859 064)
(65 022 454) (41 676 124)
{479 092) (3039 733)
1719 245 3015 207
250 342 015 {186 559 714)
44 000 44 000
174 658 791 70 659174
174 702 791 70703174
24 088 24088
15341 24 088
1 963 162 856 768
2802188 1963162
1553521 (1 847 676)
808 944 1 553 521
1572176 32 508
613 044 1572176
20 746 862 1506 472
11 351 214 2() 746 862
20759 130 1523674
11412 206 20 759130
14 966 407 1243 347
23 213 486 14 966 407
12 063 561 414 843
20 160 326 12 963 561



ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2019

Projects Bank Account

First National Bank - Durben Branch
Account Number 62046718641 - Current Account

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

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

Inter Bank Transfers

Invastment Current Account

ABSA Bank Account - Durban Branch
Account Number 9114541258 : Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
FNB Bank Call Account -

Business Nsfd : 62129309937 Call account-

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
FNB Calf Account -
Account Number 61085087093 - Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
First National Bark Account - Durban Branch

Accourt Number 82758088746 : Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account

First Nationaf Bank Account - Durban Branch
Account Number 62773448462 : Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
First National Bank Account - Durban Branch

Account Number 62773447729 : Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
First National Bank Account - Durban Branch

Account Number 62773446929 : Cali Account

Bank statement balance at the bagining of the year
Bank siatement balance at the end of the year

Inw urrent A
First Natlonal Bank Account - Durban Branch
Account Number 62773449965 : Calf Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investmaent Current Account
First National Bank Account - Durban Branch
Account Number 62773451366 ; Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
First Nationaf Bank Account - Durban Branch 26

2019

70 437
745752

95 908
745 752

831
B35
6 362 957

38 816 243

9 996 661
5044 344

14 857 081
22723

67 224

48 568

881 417

4220 963

26 056 B62

2018

a1
70 437

81
95 908

1134

831

6 362 957

@ 096 661

14 857 081



{LEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS

For the period ended 30 June 2018

Account Number 62796879206 : Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
First National Bank Account - Durban Branch

Specify (INVESTEC BANK (1100435877457).Call
Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account

INVESTEC FIXED

Specify (INVESTEC BANK (1100435877603).Call
Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
First National Barik

Account Number 62313562309 : Call Account

Bank stalement balance at the begining of the year
Bank statement balance at the end of the year

27

2019

3474702

978 886

1322 023

1108 822
59 179 672

2018

978 885

2011 967
1108 822



ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2019

2019 2018
R R

Investment Current Account
First National Bank Account - Durban Branch
Account Number 62773451366 : Calf Account
Bank staterment balance at the bagining of the year -
Bank statement balance at the end of the year -
Petty cash and cash on hand 44 000 44000
Total Investmenis 138 925 275 33305238
Bank Statement Balance 35733 516 37 353937
Cash book balance at beginning of year 37 405 315 1852 001
Cashbook balance at year end 35978 739 37 405 315

4 TRADE AND OTHER RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS
Total Other Debtors 5 z

§ INVESTMENT IN CONTROLLED ENTITY
Investments in cotrolled! entity - Enterprise llembe Development Agency 100 100
% Halding 100% 100%
Ordinary Share: 100 @ R1 each

6 INVENTORIES
Operning balance of Inventories: 79817 309 13 020 058
Consumable stores - at Net Replacement Cost 6771191 12109 477
Water 1146 11 910 581
Movements: 3373 00 (5 102 748
Consumable stores 3376 322 (5338 285
Water {3 317) 235 537
Closing balance of Inventories: 11280 313 7917 309
Consumable stores 10147513 6771 191
Water 1142 800 1146 118
There Is no inventory pledged as a security for liability.

7 NON-CURRENT RECEIVABLES
Staff Debtors 193 321 457 897
Counclller A Baardman Salary Overpayment 334763 362 102
Less: Provision for bad debts - -
Total 528 084 819 959
These loans were as a result of bursaries granted to
certain staff members as part of a bursary scheme
approved by council in previous flnangial years.

8 INVESTMENTS

nclal In on

ABSA zerc coupon investment
Long Term Investment . 27 286 429
Current Term Investment 28719 789 0

ENIS INVESIMENT nas Deen ceaea 8S SBCUMY agalnst tne
long term loan from ABSA disclosed in Note 15,

The term of investment ends in May 2020 and it will be
utilised to settle the ABSA Loan on Note 15.

28
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ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2019

11  HERITAGE ASSETS

11,1 Reconciliation of carrying value

As at 1 July 2018
Cost
Accumulated impairment losses

For the period ended 30 June 2019
Cost
Accumulated impairment losses

11,2 Reconciliation of carrying value

as at July 2017
Cost
Accumulated impairment losses

as at June 2018
Cost
Accumulated impairment losses

The nature of the heritage asset the municipality has is Mayoral chain,

Mayoral Chain Total
R
205 578 205 578
205578 205 578
205 578 205 578
205578 206 578
Mayoral Chain Total
R R
205 578 205 578
205578 205578
205 578 205 578
205 578

205 578

33
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ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 20 June 2019

INTANGIBLE ASSETS

12 Reconciliation of carrying value

As at 1 July 2018

Cost

Prior year error (Cost)

Prior year error {Amortization)

Accumulated amortisation and impaimment losses

Acquisitions
Other Movements
Amoriisation

Canying vaiue of disposals
Cost
Accumulated amortisation

For the period ended 30 June 2019
Cost
Accumulated amortisation and impairment losses

12 Reconclliation of carrying value

As at 1 July 2017

Cost

Prior year error (Cost)

Prior year error {(Amortization)

Accumulated amortisation and impairment losses

Acquisitions
Other Movements
Amortisation

Carrying value of disposals
Cost
Accumulated amortisation

Impairment loss/Reversal of Impairment loss
Transfers
Other movements

As at 30 June 2018
Cost
Accumulated amortisation and impaiment losses

Computer Software Total
Licenses
R R
Restated Restated
3156 369 ) 2 090 839 5247 208
5834 21 6205 478 12 039 679
. 335815 335615
- (2 757) (2 757)
(2 677 832) (4447 497) (7 125 329)
3111087 - 3111087
. (972 095) (1278821) (2 250 916)
(23) {13 210) {13 233)
(49 212) (27 903) {77 115)
49 190 14 692 63 882
5295 339 798 808 6 094 145
8896 078 6513190 15 409 266
(3600 737) (6714 383) (8 315 120)
Computer Software Total
Licenses
R R R
Restated Restated

3 157 152 3 318 488 B 475 642
6 575 760 7 820 079 14 395 839
. {1811402) (1811402)
. 2 961 958 2 961 958
(3 418 608) (5 652 148) (9 070 755)
196 800 196 800
(775) (1757308) (1758083)

__ (8 - ___ (8)
{741 559) - (741 559)
741 551 - 741 551
3156 369 1 757 981 4914 350
5834 201 6 205 478 12 039 679
(2 677 832) (4447 497) (7 125 329)

34
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16
164

IDM IDM
2019 2(1e
R R
Restafed
13 TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS
Trade crediors 75122225 76 551 387
Consumer deblors with credit balances 10004 261 7504 561
lembe Entarprize 648 638
Provision and Impairment:Umngeni Capital Unit Charges A5 385 302 33 569 980
Staff laave accrual 14 856 753 13 680 688
Cutstarding Paymenis 61189 54 960
RD Cheques 42 150 42 150
Creditors Accruals 49 396 297 57125 454
Other creditors 26 421 380 37 957 621
13th Cheque 5576 401 5251 958
Conaumer water deposits 5374 @18 §249 743
Vat payabla 15 323 556
Total ¢raditors 247 564 531 237 635 209
The fair valve of trade and othar payables approximetes their carnving amounts.
General Povislons
DESCRPTICN AMOUNT
Umgen[ Water | Spring Grove Dam Capital Unit Charges {CUC) [ 45 385 302,39
This i & histarical malter where Umngeni water sanctioned construction of epring grove dam of which the conatrustion costs were o be shared
amongst ls clients based on the princlple of crosa subsidization. llembe district icipality previously d d thia charge on the basis that
there was na direct benefit eince the schems in guestion did ok feed 1o 1l IInes supplying water to fhe dlstrict. The matter had been refered to
SALGA for mediation and SALGA recommended that al the municipalities benefiting from Umngeni water distribution system should contribute
(based on the cress subsidization principla) tewards the construction costs of the spring grove dem but before doing so, an agreemant must be
antered betwasan the two partles. Based on SALGA' recommendation, iLembe District Municipal Coungil hae subsequently rescinded the
previous councll decieion not o contribute, In rescinding this decision, the accounting officer was than mandated to facilitate signing of
agresment with Umgeni water which shauld take into conskleratioh reversing all previous charges, Incomarating all payments previously made
and determining the futuwre payment plan. At the time of concluding compilation of the annual financial etatements, the matter was still under
i lone with Umgenl water In terms of finallzing the agreement.
Actording ta the Information received from Umgeni Water, es at 30 June 2019, the status Is that the agreement had baan referred to the
Deparimant of Water & Sanitation and the response is baing awaited theraof.
Ina oo cdnath i i abeid o dmaaind Smimic LI " idmamdd thes Soll
Provislon bassd on Umgeni Water claiiye submitted up to 3¢ June 201
45 385 302,39
TRADE AND OTHER PAYABLES FROM NON-EXCHANGE TRANSACTIONS
Unspent Conditional Grants and Recelpts
Provincial Township Establishment 1200 000 1200 000
RBIG 23 364 461 14 579 853
Watar Services Infrastrueture Grant 51324 599
Massification Grant 830 557 -
Total Unapent Conditional Grants and Receipts 78 719 688 15 778 B53
Non-current unspent conditional grants and recelpts
Gurrent portion of unspent ¢onditional grants and receipts 76 719 688 15 779 863
See Note 21 for reconclliation of grants and receipts. These amounts are investad in ring-fenced until utilised.
BORROWINGS
Devalopment Bank of South Africa 44 772 380 49219 338
ABSA 30 796 562 30 796 582
75 565 942 80 015 900
Lest : Current portion transferred to currsnt llabilities. 37 342 526 7 164 483
Deavelopment Bank of South Africa 5 545 964 7164 483
ABSA 30 796 562 -
S ——————
Non current portion of borrowings 38 226 416 T2 §51 417
Developmant Bank of South Africa
Bear Intarest at rates batwesn 9.02% and 11.04% per annum and are repayable every six months with the last rapay it due on 30 ber 2025,
ABSA Loan
Boara Interest at 10,8% per annum, Interest is pald quarterly and the loan la rapayable In 2025.
Refer to Appendix A for more detall on borrowings.
The municipality cumently has & loan commitment with ABSA amounting to R30million which expires In
May 2020. The loan is secured by a ginking furd investment with ABSA cumently valued at R28.7 milllon
which app Zero Coupon | on Noie 8.
LEASES
FINANCE LEASE LIABILITY
Present value
Fot the paricd ended 30 June 2019 Minimum lease  Futurs finance  Future Insurancs of minimum
Ll harg ge loase paymants
Amounts payable under finance leases R R R R
Within one year 3036 210,50 553 608 613 640 1867 971
Within two fo five years 425 113,41 22 322 85 803 314989
3 458 333 575931 698 442 2182 960
Less: Amount due for settlement within 12 months (current portion} 3 035 219 553 609 613 640 1867 971
314 989

ILEMBE DISTRICT MUNICIPALITY - DG29
HOTES TO THE FINANCIAL STATEMENTS
For the perlad ehdsad 30 June 201%

The leases are for computers equipment that are utllised in the courea of performing the Municipality's powers and functions.

Camputer equipment laeses are for three yaars. The Interest rate charged is linked fo the prime rate. The termination date ls 30 September 2020, The leases are repaid monthly and

Include maintenanca and Insurance. At termination of the leases tha computer equipment revert to tha leasor.

Preasnt value

as at 30 June 2018 Minimwum lease  Fulure finance  Future Insurance of minimum

payment charges charges loase payments
Amounts payable under finance loases R R R R

Within one year 2769 200,45 1112738 557 854 1 DB8 697
Within twe to five years 3 458 332,90 575 931 699 442 2 182 980
6217 823 1668 670 1257 297 271 657
Leas: Amount due for settlement within 12 months (ourrent portion) 2 758 280,45 1112 739 557 854 08B 687
182 960



ILEMBE DISTRICT MUNICIPALITY - DG29
ROTES TO THE FINANCIAL STATEMENTS
For the perlod ended 30 Juns 2019

16,2 OPERATING LEASES

Leasa of Motor Vehicles

At reporting dats, the Municipality has a month on month contract with Wesbank for the losse of motor vehicies. The contract

had been iriflally ertered Into in October 2015 for & period of 36 monthe which expired in October 2017. The contract was
tnitlaity classifled a2 @ finance lease and, 1pon expiry of the initial contract, this wes uulﬂed an &n oparating leass (on the
basfa of the contrast havirg been rdified to month on month). There is no future financl ltment to be disciosed due
1o there heing no fixad term eontractual obligation. At 30 June 2018, the amount disclosed is for 6 months whila it Is 12
months for the financial year under neview.

Photocoplers & Printers

At the reporting date the munkipality hes eutstanding commitments undar operating lasses which fall due as follows:
These amounts are the actual per laase contracts after ged over 35 montha

Within one year

In the sacond to fifth year inolushve
After five years

Total

Inciuded In the above esmmitments are the operating lease liabl'tes in fiou of diff b actial made
besed on the contractual chilgation for actual services consumed and the deemed straight lining of rental amounts ever 36
monthe.

Operating Lease Llablities

Q ing lease

pay p reriale payable by the municipality for premises/ioroperties.

The lsass woe negotiated for periods ranging from 01 March 2019 montha to 28 February 2022, The rentals eacalation will be 10% or the Annuval Annlveesary of the

contract,

17 SERVICE CHARGES

Sale of water

Seweroge and sanitation charges
Revenua Fargons

Total Service Charges

Sale of water is broken down into prepaid sales and conventiona! metere water sales.
17.1 Sale of Water

Prepald watlar sales

Conventional meters water sales

Revenue Forgone
Total Water Sales

18 RENTAL GF FACILITIES AND EQUEIPMENT

ILemba Auditorium
Total rentals

19 INTEREST EARNED - BANK BALANCES

Bank

20 INTEREST EARNED - OUTSTANDING RECEIVABLES

Interest on debtors

21 QOVERNBENT GRANTS AND EUSSDIES

Operational Grants

Equitable shara

Munleipd Infrastructure Grant

Other & t Grants and Subsidli

Capltal Grants

WSIG

Munisipal Infrastructure Grant

Other Government Grants end Subsidies

Total Government Grant and Subsidies
Equitable Share
B at baginning of yaar

Curent year receipta
Concitions met - transfeimed to revenue

24,2 Munlojpal Infrastructure Grant

Bak atl of year

Current year recelpts

Condtions met - transferred to revenue - OPEX

Conditions met - transfarred to revenua - CAPEX

Adjustments and Transfera

Conditfons met - bal. ramain In for pay debtors {sae note 4)

DM DM
2019 2018
R R
19768079,99 7068 688,00
2168137 1028 181
3613561
5781898 1028 181
812 992,36 337 032,50
116 672 500 94 BOB 255
37 367 757 36 188 103
19 641 837 043
153 140 616 130 251 315
17 221 201 42 347 451
99451 300 52551 604
116 672 500 94 899 255
{919 641} {837 043)
115 752 58 94 062 212
gz 683 8 676
9678
12 284 945 8 086 492
25 768 686 15452 338
468 600 049 419734 000
23692 147 36 832 602
2731000 2250 000
49175 401 59644 753
164 510 853 176 281 015
81101 765 113 465 030
790 111 215 08 307 400
468 600 049 419734 000
(468600040) (410734 00C)
- (16 109 492)
188 503 00O A
(23992 147) 196126 000
(164 610853) (180 016 508)




21,3 MASSIFICATION GRANT

Bal 1t wt begi of year

Curent year recelpts

Conditions met - fransfarred to revenue

Adjustmenta and ‘Transfera

Condltions still to be met - ramaln liabillties {see ncte 14}

21,4 REGIONAL BULK INFRASTRUCTURE GRANT - LTBWSS

Ball ath of year
Cument year receipts

Conditions met - transfemed te revenue
AdJustments and Transfera

Conditions still to ba met - ramain labllities (see note 14}

21,5 RURAL TRANSPORT SERVICE

at of year
Cument year recelpts
Conditione met - transferrad to revenue
Adjustments and Transfers

Conditions met

21,6 TOWN PLANNING GRANT

Bal atk of year
Cument year recelpts

Conditions met - transfarred to revenue
Ad|ustments and Tranefers

Conditions mat

21,7 WATER SERVICES INFRASTRUCTURE GRANT

at ing of year
Current year receipts
Conditions met - transferred to revenus
Adjustmants and Transfars

Conefitions still to be met - remain llabllities (see note 14)

21,8 PROVINCIAL TOWNSHIP ESTABLISHMENT

P ut begil of year
Current ysar recelpta
Conditions met - franeferred to revenus
Adjustments and Transfers

Conditions still to be met - ramaln liabilities (see note 14)

21,9 ENERGY EFFICIENCY AND DEMAND-SIDE

Bal pent at beginning of year
Curent yoar raceipta

Conditions met - fransferred to revenue
Adjustmente and Tranefers

Conditions met

21,10 FINANCIAL MANAGEMENT GRANT

Bal; at baginning of year
Current year receipts

Conditions met - transferred o revenue
Ad)ustments and Tranefers

Conditions met

21,11 EXPANDED PUBLIC WORKS PROGRAMME

Bal at beginning of ysar
Current year recelpts

Conditione met - transferred to revenue
Ad)ustments and Transfers

Conditions met

ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS

For the parlod endad 30 Junse 2019

22 OTHER INCOME, PUBLIC CONTRIBUTIONS AND DONATIONS

22,2 Other incoma
Tender Documents
Clearance certificates
Private developers
Size Weler Cancesslon
Shared Servica
Enterprize Hembe
LG Seta Income
Bad debt R d, Air valva il ion, Commisaion

22,2 Finas and Panalties
Niegal Conneoctians
Watar Tampering
Atmoepheric Emission
Licen<es and Parmits
Disconnections

37

DM IBM
2019 2018
R R
{5 169 403)
T30 557 -
14 570 853 (27 423 456)
75 446 000 145 000 000
(66 661362) (102 996 691)
23 364 491 14 579 B53_
2271 000 2 266 000
(2271 000) (2 266 000}
- 300 000
- {300 000}
- (3928174}
100 500 000 €2 500 000
(49 175 401) (58 571 826)
51324 599 .
1200 000 962 942
237058
1200 000 200 000
7 000 000 6 00D 00D
{7 000 000} 6 000 000}
1000 000 1 250 000
{1 000 000} {1 250 000)
1731000 1 000 000
{4 731 000} {1 000 DOD)
200 244 460192
1574 685 13121108
236 768 -
1784 837 2140643
2117 666 40686 152
- 696 8O3
390 432 -
865 655 246 499
381 208 8922 486
113559 86551
31568 202 258
15 520 77 800
6269
8160 13828
175 076 380 438




ILEMBE DISTRICT MUNICIPALITY - DG29
NOTES TO THE FINANCIAL STATEMENTS

Far the perlod endsd 30 June 2018
10M IDM
2019 2018
R R
23 EMPLOYEE RELATED COSTS
Employee related costs - Salaries and Wages 132 T42 891 120 593 506
Employee related costs - Contributions for UIF, penslons and medical aids 28 821 412 27 000 458
Travel, mater car, accommodaticn, subsistence and other allowances 8241523 5508 417
Housing benefils and aligwances 586 521 553712
Overtime paymenits 3423 548 6085 370
Parformance and cther bonuses 10 112 565 9108 580
Long-service awards 1079 325 734 000
Telephone Allowance 1472 970 1 356 973
Paymarts in lisu of Leave 2 687 854 3367 168
Non-Panslon 7361178 6121052
Other employee related ocate 7 6524 436
Employee Related Coats 202 180 (59 965 671
There were no advances to employsas.
R of the Municipal M
Annual Remunsration T80 480 113533
Travel, motor car, accemnodatior, aubsistence 75629 14 783
Cantrbutions to UIF, Medical and Pension Funds and otier afowances 67933 207
13th Chegue Provision B 279
Peformanca Bonus 120 454
Total HE 052 257 348
Tha position of e munivipal manager is vacant
Remuneration of the Chief Financial Officer
Annusal Remunertion 1096722 608 577
Travel, motor car, acoommuodetion, subs!stenca 78888 54 000
Contributions 1o UIF, Medforl and Fenslion Funds and other allowances 1785 1338
Peformance Bonus - -
Total 1114 385 664 016
Tachnical Cofporate
.Ri of Exscutive Directors Services Corporate Services  Govemnanca
R R R
For the pericd ended 30 June 2019
Annual Remuneration 315 83 508 440 592 186
Travsl, motor car, dath b and other allc 5C 000 137 009 32100
Contributions to UIF, Madizal and Fansion Funds 23471 62 B57 11980
Performarce Bonue - - -
Total 389 302 709 306 625 416
R R R
Juns 2018
Annual Remuneration 1T 897 558 210653
Travel, motor car, d A i and other alk - 283 373 10 500
Caontributions to UIF, Medical and Penslon Funda 1838 B85 417 448
Performance Bonus 12 782 38 64 97 900
Tetal 1186139 1303313 319 639
24 REMUNERATION OF COUNCILLORS
Mayor 1047 528
Depuly Mayor 846 182
Speaker B46 162
Chlef Whip -
Executive Committes 2205182
All Other Councillars 3658 774
Total 8 603 847
24,1 MAYOR
Allowancas and Service Related Beneflts
Baslc Salary T00 483 667 925
Call phone Allowance 40 800 40 800
Market Rela’ad Non-Penslenable Allowence 205 411 58 080
Travellng Allowance 100 834 242 Q02
Usa of Perzonal Feocllities -
Social Contributiona
Madlcal Aid Benefits
Pansion Fund Contributions - -
Total 1047 528 1008 808
24,2 DEPUTY MAYOR
Allowances and Service Related Benefiis
Baslc Salary 604 037 580 804
Coll phone Allowance 40 B0O 40 800
Hewising Allowance -
In-kind Benedlts - -
Markat Related Non-Pensionable Allowance 27 3 26 326
Mator Vehicis Allowance . -
Office-bearer Allowance -
Out of pocket Expenses . .
Traveling Allowance 173 965 167 274
Usa of Personal Facllitiea
Soclal Cantributions
Madlcal Aid Benelits )
Pension Fund Contributions =
Total 546 182 515 206 _
24,3 SPEAKER
Allowances and Service Related Benefits
Baelc Salary 587 451 558 679
Cell phona Allowance 40800 40 800
Haousing Allowence . -
In-kind Beneflts - -
Marist Ralated Non-Pansienabla Alkwance 78536 35917
Matar Vehicls Allowance



ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period endad 30 June 2019

DM DM
20198 2018
R R
Office-bearer Allowance
Qut of pecket Expenses .
Travelling Allowance 139 395 179 811
Use of Personal Feclities
Social Contributions
Medical Aid Benefits
Penslon Fund Contributions - -
Total 545 182 615 206
24 A EXECUTIVE COMMITTEE
and Service Related Benefits
Basic Salary : 1 474 628,90 1426501,79
Cell phone Allowance 122 400,00 129 200,00
Housging Allowance . -
In-kind Benefits
Merket Relatad Non-Panslonable Allowance 257 573,69 29124312
Motor Vehicle Allowance -
Office-baarer Allowance
Qut of pocket Expenses
Travelling Atlowance 231 373,08 235 238,30
Use of Personal Facillies
Social Contributions
Medical Akl Beneflts
Pension Fund Contributions 118 195,07 115 450,68
Total 2205181,74 2 197 633,88
24,5 ALL OTHER COUNCILLORS
Allowances and Servico Related Benefits
Basle Salary 2 287 369,77 2230 196,64
Cell phone Allowance 2B5 600,00 285 600,00
Housing Allowance
In-kind Benafits
Market Related Non-Pensichable Allowance 430 180,20 413 634,90
Motor Vehicle Allowance -
Office-bearer Allowance -
Ct of pockat Expenses -
Travelling Allowance 557 537,47 536 083,87
Use of Personal Facliities
Soclal Contributions
Medical Aid Bensfite - -
Penaion Fund Contributions 58 0BG, 14 94 313,60
Total 3 658 773,68 3 568 839,01

The Mayor, Deputy Mayor, Speaker and Executive Commities Members ara full-time. Each Is provided with an ofiice and secretarial support at tha cost of the Council.

The Mayor, Deputy Mayor and Speaker has use of the Council owned vehicle for official duties. The Mayor has 4 full-time Protectors.

26 DEPRECIATION, IMPAIRMENT AND AMORTISATION EXPENSE

Depreclation 55 B56 234 80 148 190
Impairment of Assets/Reversal € 220 604 (116 682)
Intanglble assata Amortisation 2 250 916 1758 083
Total Depreciatich, Impairment and Amortisation 104 329 755 81 789 500
The under Impai of Proprerty Plant and Equipment were derived through verlfication and conditional

assessmaent of assots.

26 FINANCE COSTS

Barrowings 7187 025 8382 B4z
Leases 967 599 2182 764
Total Financs Coats 154 624 10 585 607

27 BULK PURCHASES

Water 150 578 471 86505 612
Total Bulk Purchases 150 578 471 86 505 612
The | in bulk purch is dus to the commissioning of Lower Thukele Bulk Water Supply Scheme Off takes as weel as tha

offact of Incorporating tha Spring Grove Capltal Unit Charges which the municipality had to provide for.



ILEMBE DISTRICT BUNICIPALITY - DC29
NQTES TO THE FINANCIAL STATEMENTS
For the period ended 30 Junae 2019

(o]}
2019
R
28 CONTRACTED SERVICES

Contracted sarvices for:

Plant Hire 30532776
Security 28920 978
SAGE VIP license SLA. 121 266
VIP Toilets Expendiure {44!G Operatioral) 20862 736
Rural Rosds Assets Systerns Manegement Grant (RRAMS) Expendiiure 1978 725
ANALYSIS OF WATER AND EFFLUEN 7 684 891
EEDSM IMPLEMENTATION - RETROFIT CONTRACTOR 4317 338
INTERNAL AUDIT 31000
medicel support hertape day 838
EPWP graes cutting 1011003
EPWP Grassa cutting - EPWF Funded 2396 186
Hygiene sarvices 89474
Detagency to clean vector confro! Jools 4 €40
Cleaning survices 783080
RISK MANAGEMENT AWARENESS a3 821
Occupational Health and Safety 317830
CONSUMER DATA ANALYTICS 638 210
LM SUPPORT 170 400
medical servicos provided on SALGA gemes 10428
YOUTH PROGRAMME 14r a7
EAP Staff Awerde Sound 2139
EAP Counciffing Referrals ‘o Paychologlst 13600
AUDIT COMMITTEE 194 390
PAYROLL SUPPORT 100854
consuiting seset management 475 560
MUNSOFT CONSULTING FEES 809060
RISK MANAGEMENT COMMMTEE 21838
MED!CAL EXAMS 25900
EEDSM Consulting fees { EEFIBP) 12127
EEDSM Consulting fees { Praject Planning } 844 348
FOOD SAMPLING 113
Legal Feas 1612702
SALGA GAMES 207 033
Golden game dlstrict selecticns 23800
Catering Services 379 589
New Mater Conhection 1182 312
Repalra and Maintenance Contracted 12 434

118 318 07

The excessive increase In piant hira ie due 1o the high demand of water iankers for purposas of augmenting water supply.

IDM
2018

23372 356
21805 090
113333
28532 283
1978 006

35 360

24788
648 142
176 455

8§85 712

180 750
736 680
71 647
246 224
246 224
5 065
13650
169 498
179473
634 415

43320
7020

35 652
1432 573
8050
6050
208 745

38 7
121 585 452



29 GENERAL EXPENSES

28,

-

I are the following:-

luded in general
Advertising
Audlt fees
Bank charges
Bursarios

Fuet and ol
Insurance
Lepal expenses
Licence fees - vehicles

Membership fees

Postage

Printing and stationary

Professional fees

Disaster Manegement

1DP & Planning

Property rates

Spacial Projects - Youth, Gender, HIV

Telaphone cost

Training

Travel and subislatence

Uniforms & overalls

Water and Sanitation - Siza Water Concession area
Expenditure: Operational Cost: Indigent Rellef
Electriity & Water

Local Ecotienic Development Projects {Entity tranefers)
Consumables {Repairs and Maintenancs)
Qperational Cost {Repalrs and Maintenance)
Shared Services

Siza Water concession contract menitoring fee
‘Vehlcla Hire

Other

Repairs and Maintenance
Repairs and Maintenance is made up of the following:
General Expanditura {inventory Consumed}

Confracted Services
Total Expenditure on Repalrs and Maintsnanceo

29,2 Loss oh sale of aasets

Loga on sale of assels

Total Gain / {loss) on sale of assets

ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2019

30 CORRECTION OF PRIOR YEAR ERRORS, CHANGE IN ACCOUNTING POLICY AND ADJUSTMENTS

Property, plant and equipment

Prior year error on recognition of inteligent meters

Trade and other Recelvables from
Ce

jon of prior year tr Deblors
R biliing and indigent rebates adji
Trade and other ties from non excl

R { of pticr yesr i
Qther

Operatlg Lease
Raversal of prior yeer trenssctions-Trade Creditors

Provision for conlribution to Caplial Unit Charges, Umngeni

Comection of prior year irade creditors.

41

DM DM
2019 2018
R R

1505 790 1163618
3277 307 2 666 537
428838 430 281
204132 .
10 022 382 13004 083
2570818 2330 891
117 208 134023
2333 046 2100316
2080 858 1 404 764,
149 360 108518
. 1634 B4B
112450 276 207
389 699 626 087
111148 123267
121739 -
2840 327 696 686
1632191 153 130
4982 955 1365 016
2 465 143
26537 231 28.80¢ 009
30 449 450 24 888 482
7390 116 16 690 628
5285 192 2277016
483804
174 000
19 768 080 7068 668
14 080 325 13943 181
96 103 677 724 009 624
12685 308 15 690 928
12591 434 39460 897

25376 742 55151825
916518 351 989
AT 156

ESEER

(71 143 429)

{418 248)
1796 521

337 033
2 352 554
185714

{40 139 754)

{36 172 374
- 143 202 184



30,1

30,2

Property, plant and equipment
Change in catimle

Correclion of prior yesr error on mssels
4 " .

FResog lation for prof

of dep
[» of leased P Ei

Tracle and other R from sxch
G

of pricr year Debtors

Cash & ¢ash equivalonts

Recovery of study loan feas relating to prior years

Trade and other Payables
Reversal of prior yesr accruals

Carroelion of prior yeer trade creditors,
Correclion of prior yoar clessiifoation on non

Frovision and Impairment:Litlgatior:

RECLASSIFICATIONS

The category of heritage assets hes been reciaes!fed fram

atatements,

Paysbles

ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2018

d in prior year and change in estimate

exchange recolvablos (MIG & WSIG)

y, plant and equi) tand p |

Interbank franefers has been reclassifted from cash and cash at bank to payables under current Eablites

Other lncoma

Finee and penalties have beon reciassified 23 Fine and penalties from other incoms under other income .

Water tampering kwadukuza

Fmes illegal connections

Aimospheric emiasion R fea

Water disconnection mandeni

Servics Charges

Private devefoper KwaDukuze has been rec!

Ified from other

to sarvica charges In tho stati

Repairs and Matsnance

Other repalra from Repairs and

Contractod Services
Expenditure reclassified from Grant

4 in st of i

Hfied fo coneumebia inventory in ganeral axperses

Rural road asset management systen:
Ndwadwe VIF ilets welg finded
Maphumulo area vip tollets

Mandenl area vip tollets

Ndwedwe area VIP tollols

Exparditure raclassifled from General Expenditure to Contracted Services in statement of financial performance

PROFESSIONAL FEES kpmg
AUDIT COMMITTEE

EPWP grass cutting

EPWP Grass cutting - EPWP Funcied
PAYROLL SUPPORT

consulting weset management

RISK MANAGEMENT COMMITTEE
MEDICAL EXAMS

MUNICIPAL GOV ADMINISTRAT:ON
Siza Water audit fae

FOOD SAMPLING

Legal Feas

INVESTIGATIONS

SALGA GAMES

Golden game district selections
goklen games

Entertalnment

SALGA GAMES

Cleaning sarvices

dlisahility fonm

early childhood development programme
digability forum g2

EAP Counciling Referrals to Psychologist
YOUTH PROGRAMME

EAP Staff Awarda Scund
Oooupationel Health and Safaty

LM SUPPORT

CONSUMER DATA ANALYTICS
EPWP Grass cutting - EPWP Funded
Hygiens servicea

INTERNAL AUDIT

perfomanca

DM DM
219 2018
R R
{8 943 274)
{B 027 457)
50 108
1378073
{3 096 352)
(4 321 891)
1008 026
(1 424 528)
— (B177848)
{29 554 141)
ly on the stat: t of finencial posltion and note In the annual finanata)
202 258
86 551
77 800
13828
2574023
15 690 928
1978 006
8013 bao
8594 304
10923 999
184 380 189 488
1011003 264 768
2396 186 648142
100 854 179473
21838 43 20
25 8900 7020
(760)
174 000
113 35 652
1578 857 1432573
364 834
1577
37 894
8050
403 489 208 745
207 035 B 050
763 08D 698 671
5362
3008
3150
13650 13650
147 917 245 224
2138 5 065
317830 180 750
170400 171 641
836210 736 669
548 142
474 176 455
31000 35380
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ILEMBE DISTRICT MUNICIPALITY - DC28
NOTES TO THE FINANCIAL STATEMENTS

For the period ended 30 June 2019

GENERAL EXPENSES

Expenditure reclassified from Contracted Services to General Expenditure in statement of financlal performance

Plant Hire

VEHICLE HIRE for any staff member or Councillar
Scftware Licences

Rent of offices

Fax & Copiet rentals

[nsurance premiums

Wireless Network

Speciallsed Computer Service
Speclalised Computer Service
NETWORK MANAGEMENT SYSTEM
TELEPHONE MANAGEMENT SYSTEM
ICT DISASTER RECOVERY

TRANSFER TO { FROM ACCUMULATED SURPLUS

CASH GENERATED BY OPERATIONS

Surplus/{deficit) for the year
Adjustment for:-

Depraclation and amertisation

Transfers to / from lated surplus/(deficit)
Forax galn{loss)

Lass on disposal of PPE

Centribution to provisions - non-cument
Centribution to previeions - current

Finance costs

Prior Year Adjustments

Investment Income:

Bad debls written off

Operating surplus befots working capital changoes:

Increasel {decrensa) In inventorles

) In trade r L]
I )d in other r bles from non exchange traneactions
Increase in condltional grantes and recsipis
D L in trade b
Other assets (Bad delta recovered)

Dther liability
Gash generated byi{utillsed In) operations

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

Cash and cash equlvalents Included in the cash flow staternent comprise the following:

Bank balances and cash
Net cash and cash equivalents (net of bank overdrafts)
UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE

Unauthorised expenditure
Raconciliation of unautharised expenditure

Opening balance
Unauthorieed exparditure current yaar
Certified as imecoverable and written off by council In terms of MFMA sectlon 32

Percentage written off during tha perlod under review

Incident

This expenditure relates to the implementation of Lower Thukala Bulk Water Supply Scheme (LTBWSS) which is funded through the RBIG from
the Dopartment of Water and ion. The intial for the fi inl yoar was R156mil and waa later cut back to R140mil. The cut back
was fi 1 in the adj 1t budgat, b at the time the cut back was implkmented commitments In terms of expenditure wera already
mede (on the basis of R156mil} and thereby making it nat easy to cut down on certaln projects within the LTBWSS.

Action faken

1DM oM
2019 2018
R R
3761 449 2488 336
19768 080 7 068 688
110514 118153
102825 156 881
5 043 693 2907 022
2024 964 2200 345
42 169 39222
2775 34445
25102 98598
207 500 134 500
2701 028 1725 237
378 000 245 014
518 T4 390
186597 298 200 544 782
104 329 755 81789 500
518 74 300
72550 351989
6916 518 -
65 022 454 41676124
3299 859 1 BB6 930
B 154 624 10 565 60T
{172 758 325) 18204 127
(12 284 945} {8 085 492)
1719245 3015 207
161071 629 59 002 254
{3 373 005) 5102 749
{15 567 540) (5 426 360)
- 11288 747
60930 B35 14 579 853
9929 322 (43 784 168)
T 743000161 ____ 440763014
174 702 791 TOT03 174
174 702 781 70703 178
20619 2018
R R
Restated
14746 808 22 845 946
(8 099 138)
14745 808 14 746 808
0% 35%

Council has considered and noted ilema of unauthorised expandture and has refarred them to MPAC for further scrultiny. Any further action will be taken upon MPAC's

recommenxdation te Council.
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ILEMBE DISTRICT MUNICIPALITY - DC20
NOTES TO THE FINANCIAL STATEMENTS

For the period anded 30 Juns 2019
DM IDM
2019 2018
R R
2018 2018
33,2 Frultiess and wasteful sxpenditume R R
Restated
Reconelliation of fruiless and wastaful expend’ure
Opening balance 76804 523114
Frultless and wastafui expenditure current yaar 7B B04
Certifled a8 Imecoverable and writhen off by Councll In terme of MFMA seotion 32/Recovered from responaible officiale
- (523 114)
76 804 76 804

Incident
Intarast pamyment arleing aut of a d'apute with Sappi aver an old debt entalling arrear acoounts that had not been bllled by Sapp batwesn February 2012 and May 2014.

Intersat leviod by SEMBCORP siza water on late payment of involose W respect of free basic services. the detay in paymant of theee invoices wae due to a long
standing dispute on tha method of billing for free basic sarvices.

interest 'avied by KwaDukuza Local Murlclpalty on lale of gl
Actlon Inlun
The y is in the of Imp!! 1ting measures that are aimed at tuming around the current status of municipal finances. The primary objective ie o

@nsura ﬁnﬂncia. susiainability and healthy liquidity of the municipakty.

Council has consklered and noted tams of fruitless and wastefut expendture and has refarred them to MPAC for further acmuitiny. Any further actlon will ba teken upon

MPAC's recommendation to Couneli,
33,3 Irregular expendtture 2019 u;l!
R
Reconcllation of irregu’ar expend'ture Restated
Opening balance 53 405 687 8523373
Irregutar expanditure ralsed in current year but relating to prior years 346 969 258 -
lregular expenditure current year 74 826 349 45 025 027
Cartifiad by counall as kvecoverable and writtsn off I ferma of MFMA section 32 713
75301 2053 406 687
Percentage written off during the period undar review 0% 0%
Incident
Expenditure disclosed s kregualar under 201 7/18 and 2018/19 relates to expanditura incurmed on leidingo Sacurity Services and Wesbank. Thezg cantracts whd In July 2066 and
Octobar 2017 respactivaly, after which contract extenskone wers applied until the allowed paiod of 8 mentha was The ity has aince
and kas @ servica provider In respect of flest contract. At the fime of reporting, the security tender was stlll subject to eppoels processes bylhs 1h- birdar who had
lodyed objection.
The expanditure disclosed as Irregular during 2017 ralates to Irreg tract threugh Regulation 32 from anather organ of atate and one other oontrmot
where servicas ware used post explry of the contrast.
2019 018
334 Deviationa R R
Restafed
Daviations were appraved in tarme of regulaiicn 36 of the Supply Chain Mansgement Palloy:
Total value 27 243 421 B 704 454
TATDT_s0a4si
The majority of transeclions that were classified as deviations were for plant hire {water tanker, TLB), mechanical pump and eleclrical plant
repairs, eupply of watar purification chemicals, malling of , 8d hoc sacurity services All these w have
now been eddressed through the contrcie/panels of service providara valld for thres years. This panelcontract will addresa the urjustifiable
deviations which often oreated Iregular expend!ture. Thees traneactions wera often & a resw!t of emergenay requests from the Liser
Departments. Further significant ransactons wers in respect purchase ef [atting machines after the Munlcipallty had received grant funding ficm
COGTA o procure plant.
34 ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT
34,1 Contributlons to orgenised local govarnmsnt
Opening balance - 366198
Caounci subscriptions 2188717 1845 EB7
Amount pald - current (2188 717) {1945 887)
Adjustment - {386 198)
Bal unpald (included in pay 3 - -
34,2 Audit fees
Gurrent year audit fae 3277 307 2686 537
Ameunt pald - current year (3 277 397} {2 666 537}
Bal unpald {Included in pay 3 - =
34,3 VAT
VAT input receivables and VAT output payables are ghown in hote 13. AF VAT retuma have besn submitted &y the dus date throughout the year.
M4 PAYE amd UIF
Opening bakence 2§19 507 4538 289
Current year payroll deductions 31 586 §72 29 932 287
Afnount paid - current year {28 546 720) (27 492 780}
Amounl pald - pnvﬁouu years 4 239 507" 4 288
l unpald {| d in blas) 852 2 619 507
The balance represents PAYE and UiF deducted in Jure 2019 payroll. This amount was paid in July 2019,
34,5 Pensicn and Macdlical Ald Deductions
Opening balance 3 4ro 821 3672283
Currant year payroll deductions and Couneil Contributions 44 508 869 42 309 557
Amount pald - curmant year (42 586 307) {38 829 736)
Atnount paid - previous years 3 479821 672 283
unpaid (included In payables) 2112492 821

The balanca represants Pansior: & Medica; aid deducted in June 2019 payroll. Thase amounts were paid in July 2019 excep® for RA which was paid In the month of deduction which Is
June 2018,

34,6 Councillor's ATeAr consumer RCcoUNts

Van Whys GJ ] 142
Councillor MD SHANDU . 327 -
Ceuncillor MS SiNG 2514

Councilior IP DUBE 751 =
Total Councllior Arrear Consumer Accounts - 4487 142




34,6
34.7.1

34.1.2

34.7.3

A4.7.5

KL R

ILEMBE DISTRICT MUNICIPALITY - DC2%
NOTES TO THE FINANCIAL STATEMENTS
Fer the pariod ended 30 June 2019

Mataerlal losses
Asset impalrment {losses)f Reversal
The current year impairment Is a result of ageing infreatructure,

Dekt Impairmeant {losses)
Althaugh the revenue collection has slightly improved compared to the prior year, council has. d ral debt il 1t [ossca written:
off agalnst the provision for bad debts. This ls malnly as a result of restricted inactive that are ing interast with na

ponding payments, and d d aceounts that are accumulating interest. This write-off has resulted in a

decrease in consumer debtors and pravision for bad debts.

Parcontage
Diatribution Losses diatribution
Units lost {Kllclitras)
INegal conneciions and ather 5%
Main loaks 26%
Resarvolr overflows 1%
Metering Ineccuracios
Service connection leaks 62%
Units lost (kilolitres) 93%

Units lost (salee price per kilolitre - rands)
Units lost (purchase prica per kilolitre - rands)
Units lost (percentage)

DM DM
2019 2018
R R
(6 220 604) 116 682
1719245 015 207
8BS 557 2484 472
4 598 817 52257719
158 580 37327
1198 077
11100 593 2202 293
17 954 824 9 949 871
187 892 388 83 360 505
92 967 878 40 482 580
61,74% 46.80%

The distribution loases are mainly due to lllegal connactions, maln leaks (ageing infrastructure), resenvolr overfiows and servica connection feaks. A five year strategic master plan for the

reduction of non revenue water has been adapted by the municipality to adedress this problam.

Nen-Complance with Sectlon 65 (2) of the Mi | Finance M:
receipt

t Act - Pay of eraditors within 30 days from date of

Number of daye unpaid creditors at 30 June
Average number of days unpaid creditors during the year
Value of oreditors not pakt within 30 days during the year
Psrcantage of ereditors pald within 30 days

The Inabllity to pay creditors on time ls a direct result of the cash flow challenges currantly balng faced by the municipality and
this la linked to the broeder fi | viability chall Council adoptad a financlal d implementation plan in
Decambar 2016 which is currently being implemented. In terms of the fn | d it was envisaged that the
municlpality would bo able te turn the current undesirable financial situation In & perid of thres years with effect from
December 2016, There are impravements in the efficiancy of paying creditors on time whan comparing te the previous years.
On average the longest it took to pay creditors during 2019 financial year was 49 days compared fo 85 days during 2017/18. In
terrne of the number of days calculated at yaer end, 62 days was reported at 30 June 2019 compared to 67 days in June
2018.

Faorax Lossas

Total Farex Llabllity as at 30 June
Forex Sair/ (Losses)

The material forex Inssea aialhg from the Microsoft License forex liabllity wes due to pected adveres f icha In the rand dollar exchange rata

2018H9
62 days

46 days.
76 565 669
0%

2132197

(72 550)°

201718
67 days

93 days
78 762 685
89%

The Sport rate at 30 June 2019 was 14.1487 should the spot rate increase by 1% the foreign liability will he R2 153 518.61 and the foreign loss will increase to  R¥3 275.54. Should the

spot rate decraase by 1% the Forex llability will be R 2 110 874.67 and the Forex loss will decrease to R71 824.54
Foreign Llablltty Increase R 2 132 196.64*1.01 =R2 153 518.61

Foreign ks increase R 72 550.04" 1.01 =R73 275.54

INVESTMENT IN CONTROLLED ENTITY

Investments in cotrolled| entity - Enterprise llembe Development Agency

100

100

% Hoklding
Ordinary Share: 100 @ R1 each

45

100%

100%
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ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the perlod ended 30 June 2019

CAPITAL COMMITMENTS

Commitments in respect of capital axpenditure
- Apprevad and contracted for

Infrastructure

Community

Taotal

This expenditure will be financed from:

- Extamal Loane

- Government Granta
= Councll funded

OPERATIONAL COMMITMENTS

Commitmants in respect of oparatioral expenditura:
= Approved and contregted for

Infrastructure
Community

- Approvad but not yet contracted for:

Infrastructura
Community

Total
This expenditure will be financed as follows:
Grant funded

CouncAl funded
External Loans

-
TOTAL CONTRACTUAL COMMITMENTS
The disclozed are VAT incl
EMPLDYEE BENEFITS INFORMATION

Defined contrlbution plan

DM IDM
2019 2018
R R
262992 295 488 264 958
282992 295 488 284 858
262 992 295 488 284 958
262 992 205 488 284 858
262 902 205 4388 284 958-
2019 2018
Restated
7 388 815 18 826 846
7398815 18 926 946
18 921
7 396 815 18 926 946
845 18 48
270 3 110 507 211 804

The following are definad contribution plans: Natal Joint Municipal Pension Fund, National Treasury, Govermnment Employee Penslon Fund, SALA Pension Fund and Municipal Councillors

Pension Fund. These conbribitions have been expensed.

Other Long-term banefit plan

Long sevice awards are provided to employ who achisve certaln pre-d iioat

of servica within the municipallly.

The municipality's net obligation in respect of long service awards i the amount of future benefit that employsss have earnsd in return for ihslr service In the currant
and priof periods. The benef!t Is diecountad to determine e preaent value and the falr velue of any related sesets ls deducied to determine the net abligetion.

The discount rate is the yield at the reporting date on AA credii-rated bonds that have maturlty dates approximating the terms of the municipality's obligations. The
calculation i performed using the projected unit credit method. Any actuaria: gains and losses are recognlsed In swrplus or deficit in the pericd In which thoy arise.

The independent valuera carried out a statutory vatuation as at 30 June 2018.

The principal aciuarial assurmptions used were as foliowes:

Disoount rate per anhum
Infletion rate
Net effective discount rate
Benchmark Inflation (equal o salary !nflation)
Average refirement ags
Mortality during employment
Paroaniage of in-service bers withd: g before retl t
Age 20
Age 30
Age 40
Age 50
. Age 55+

The ieed In the S of Financial Poston were determined as
being the present value of the abligation:

EMPLOYEE BENEFITS {oontinued)

Movement in the defined benefit chligation is as follows:

Balunce at beginning of the yaar
Cument service cost

Intarest coat

Senellt paymanis

Actuaral {gains)lcases

Balance at end of year

The timing of the employee benefits is as follows:

Current portioh of amployes bensfits
Employse benefit obligation

The lsed in the S of Financlal Performance were as foflows:

Current servics cost
Interest cost
Actuarial {(gains)losses

8,64% 8,64%
6,23% 6.23%
2,27T% 22T%
7.00% 7,00%
63 63
SA 85-00 utimate  SA 85-B0 ultimate
40% 40%
25% 25%
12% 12%
4% 4%
% 2%
12 087 220 B 526 817
2526617 8258766
932 831 734 000
781 834 708 216
(739 456) (588 879)
1575 194 424 714
12 087 220 9526 §17
1494 933 739 456
10 592 237 8787 361
12 087 220 9526 817
932 831 734 000
791834 708 216
1575 194 424 714

T84 830




ILEMBE DISTRICT MUNICIPALITY - DC29
NQTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2019

DM IDM
2019 2018
R R

47



ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FIMANCIAL STATEMENTS

For the period ended 30 June 2019
DM [
2019 2018
R R
37 RELATED PARTIES
Membeare of key mansgeirient Section 57 managers
Controlled Municipal Entity Hernbe District Municipality has a
100%)holding in liembe Development
Enterprise (Piy} Lid.
Compensation to counelilors ahd cther key manegement Referio note 238 24
Rolated perty balances
Amount owed ‘o llembe Er ise included in cthat (646 698)
Amount swed by llesmbe Enterprise includad in other recelvables 871751 765 431
Related plrly lrlnlnnﬂon.
Tr ilernbe Devak Agenoy
Grant ﬁmdlng fmm the parent iLembse District Municipality fo Enterprize ILembe 30 647 932 24 888 4BB
Rental of offices
Shared Services - Conbsfbutions by loca! municipelities towards the develepment planning shared services 2117 666 4 763 )45
371 STAFF MEMBER: R Fillay
Expenditure:
General Expenses for the year 11 107 282
The emplayes had a brother whorr: had & share in the that was led @ 1o provide capltal project consulting servica 1o the
municipality,
372 STAFF MEMBER: S Mahlzngu
General Expanees for the year 142 684
An emplayse had relations with a sarvice provider whom provided services to the municipalty,
142 884 11 107 282
L ———
38 CONTINGENT LIABILITY
38,1 Icon Gonstruction
loon Construction | nterest Chargss on arrear payments & atanding time 1035633
Thie is a historical matler where Umngent water sanctioned construction of spring grove dam nfwhlr.n the construction costs were o be shared
amecnget ite clients based on the principle of cross subskdization. llambe distriot cipality dy d thie charge on the basls that
there was no diract benafit since the schems in question did not feed o tha lines uann wchr to ‘Iha dletrict. The matter had been refemad 1o
SALGA for medition and SALGA ded that all the aliies benefiting from Umngeni water distribution system should contribute
(based on the cross subs'di: {e) towards the ion coste of the spring grove dem but before doing so, an agreement must ba
entered batween the two parties, Besed on SALGAM recommendation, iLembe District Municipal Council has subsequently rescinded the
previous council decision not o contrit in inding thie declsion, the accounting officer was then mandated to facllitate signing of
agreement wl!h Umgeni water which should take Into mnuldarailnn reveraing all provious charges, Incorporating all payments previously made
and 7 tha future pay plan. At the time of concluding compllaticn of the annual financlal statemants, the matter was stll under
discusslons with Umgeni water in terma of finalizing the agresment.
Contingent Liabliity based on Intersst amounts charged by keon Construction on amrear payments & standing time 1 038 633 -
39 RISK MANAGEMENT
38,1 Maximum eracdit risk sxposure
Credit risk ie tha rigk that & counter parly to a financial Instrument will fail to discharge an obligetion and cause the municipality to incur a financial koes,
Credlt riak coneists mainly of cash depesils, cash hval and tmde dabtara. The municipalily only depoaits cash with major banka with high quality credit standing and limits expasune
0 any one counter-party.
Trade ivabl a widasy 1! bage. M | credit fisk refaing to customers on an ongoing basis. if customers are Indopendently rated, these
ratings are used. Ott If there is no independent rating, risk contrel assesses the credit quakify of the customer, taking info account Its finanetal position, paet sxperience and other
factors.
Financial asssts exposed & oredit risk at year and ware as follows:
Conaumer debtors 350 732 511 273390 840
Other debiors - 38172 374
Non Current Receivables: 528 084 819599
351 260 5056 310 393 212
Apeing of consumers
Current {0 — 30 days) 33595 548 12 699 325
31- 60 Days 7621 808 18 880 450
61 - 90 Days 12179 372 11347 639
£1-120 Days 12927 794 7284 472
121 - 365 Days 15 037 236 14 185 870
+ 365 Daya 268 370 753 %;! 802 984
Total 350 732 511 3390 840
Leas: Provision for bad debis 250 M2 015 186 559 714!
Net consumer debtors 601 074 526 831 126
Cuph and cash equivalents 174 702 791 70703174
Other Investmanta - 27 208 499
174 702 791 97 969 804
These bel r it the to credit fsk.

2,2 Liquidhy Hak

Liquidity Fek I$ the riek that the mun!ctpallty will not be able to meet Ws abligatcns as they fall due, The municipalities approach to mamglng liquidily rizk is to ensure thet sufficient
liquidily is available to meet ite fabl!tes when due; without incurring unaccepiable losses or risking damege to the Muricipalities

The munfcipallty's risk to liguidity is & rasult of the funds availebls to cover future ta, The palty liquidity risk through an ongeing review of fulure commiimaents
and credit facllities. i

Cash flow foracasts are prepared and adequaie ulilissd borrowing Jaclities are monitoned.

The Municipalities Bability are backed by approptiaie essets and it has Bquid resources.

The tahle below analyses the municipality's financlal Babilltles into refavant maturity groupings based on tha tsmaining perlod at the Statament of Financlal Posttion io the contractusl
maturity dete. The amounts disclosad In the tabls sra tha contractual undiscounted eash flows.

019 Within a,year Betwesn2to & Total
VAArK
Gross finance lease cbiigeticns 1 667 871 314 888 2182 980
Bomowinge 6545 884 38 226 416 44 T72 360
Trade and aiher payabies 324284 218 = 324 284 218
Employse Benefit Obligation 1454 983 10 582 237 12 087 220
34193136 M1STBT 363326778




ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2019

DM [[2)']
2019 2018
R R
Batwean 2 to
2018 Within a year —— Total
Gross finance leass obligations 1054 962 1957 053 3012015
Borrowings 7164 483 72 851 417 B0 015 900
Trede and other payables 206 295 742 - 206295 742
Employss Benafit Obligation 734 000 8792 817 9626 817
—Z15 249 166 B3 601 287 798 650 474

39,3 Interast rata risk
The Municipality & not exposed to interast rate riak on its financial linbilities. All of the Municipallly's interest bearing external loan liablites ars fixed interest loans.

The municipality's interest rate risk arises from long-ts ng |esued at variable ratas expose the group to cash flow interest rate rsk. Borrowlnga issued at fixed ratas
expoes the municipality to falr value intorest rate risk.

The Municipality Is exposed to fair value interast rate on its axternal loan liabiitles , which are all fixed Interast rates.
At year end, financial Instruments axposed to Interest rate sk were ae follows:

Cash and cash equivalents 174 702 791 70703 174
Other investments - 27 286 429
Gross flnance lease obligationa 2 182 960 3012015
Bomowings 75 568 942 80 015 900
Consumet dabtors 350 73_2 511 273 390 840
40 RECONCILIATION BETWEEN BUBGET AND CASH FLOW STATEMENT
Key Qperating Financing imvasting Total

Amount as present in the budget statement 329 455 544,34 {4 969 500) (328 636 183) (4170 1389}
Actual amount as presanted in the cash flow statement 247 130 482 {9 536 250) (133 594 616) 103 999 618
Basls differance Appllcable =32 618 498 (32 618 498)
Timing differances Not spplicable - - -

Entity difarences Nol app - - - -

Varlance 114 943 560 4 546 750 {195 041 567 (75 551 257)
Varlance perceniage 34,8%% -§1,13% 59% 1812%
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