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ACRONYMS USED IN THIS REPORT
AG - Auditor General

CHDM - Chris Hani District Municipality

DAC - District AIDS Council

DBSA - Development Bank of Southern Africa

DFID - Department for 
International Development

DM - District Municipality

DPLG - Department of Provincial 
and Local Government

DRP - Disaster Recovery Plan                                                                                        

DWAF - Department of Water Aff airs and Forestry

ECAC - Eastern Cape AIDS Council

ECDMA - Eastern Cape District Management Area

ECESCOC - Eastern Cape Emergency Services 
Coordinating Committee

EHP - Environmental Health Programme

EPWP - Expanded Public Works Programme

FHP - Food Handling Premises

GAMAP - Generally Accepted 
Municipal Accounting Practice

GDS - Growth and Development Summit

GRAP - Generally Recognised 
Accounting Practices

ICT - Information Communication Technology

ICTSC - Information Communication 
Technology Steering Committee

IDP - Integrated Development Plan

IMFO - Institute for Municipal Finance Offi  cers

IMST - Information Management 
Systems Technology

ISDR - International Strategy 
for Disaster Risk Reduction

ISDRP - Integrated and Sustainable 
Rural Development Programme

ITIL - Information Technology 
Information Library

IWMP - Integrated Waste Management Plan

KPA - Key Performance Area

LAC - Local AIDS Council

LAN - Local Area Network

LED - Local Economic Development

LLF - Local Labour Forum

LM - Local Municipality

M & E - Monitoring and Evaluation

MFMA - Municipal Finance Management 
Act (56 of 2003)

MHS - Municipal Health Services

MIG - Municipal Infrastructure Grant

MSP - Municipal Support Program

PDR - Project Defi nition Report

PHC - Primary Health Care

PMS - Performance Management System

PMU - Project Management Unit

RSC - Regional Services Council

SALGA - South African 
Local Government Association

SAN - Storage Area Network

SCM - Supply Chain Management

SDBIP - Service Delivery and 
Budget Implementation Plan

SHE - Safety, Health and Environment

SMME - Small, Medium and Micro Enterprise

STI - Sexually Transmitted Infection

UFH - University of Fort Hare

WAD - World AIDS Day

WAN - Wide Area Network

WMPF - Website Management 
Procedures Framework

WSA - Water Services Authority

WSDP - Water Services Development Plan
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ANNUAL FINANCIAL STATEMENTS  
for the year ended 30 June 2007      

I am responsible for the preparation of these fi nancial statements, which are set out on pages 
1 to 53,  in terms of Section 126(1) of the Municipal Finance Management Act and which I 
have signed on behalf of the municipality.       
 
I certify that the salaries, allowances and benefi ts of Councillors as disclosed in note 21 of these 
annual fi nancial statements are within the upper limits of the framework envisaged in Section 
219 of the Constitution, read with the Remuneration of Public Offi  ce Bearers Act and the Minis-
ter of Provincial and Local Governmentʼs determination in accordance with this Act.   
     

         

         

         

         

 M S MBAMBISA Date   
 Municipal Manager

Mr Mpilo Mbambisa Municipal Manager
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STATEMENT OF FINANCIAL POSITION 
AT 30 JUNE 2007 

Note 2007 2006
R R

NET ASSETS AND LIABILITIES  
Net assets  98,518,015  61,896,122 
Capital replacement reserve  21,019,029  10,373,495 
Government grant reserve  13,573,752  6,261,714 
Unappropriated Surplus/(accumulated Defi cit)  63,925,233  45,260,913 

Non-current Liabilities  10,975,614  958,242 
Long term loans 2  9,553,861  - 
Non-current provisions 3  1,421,753  958,242 

Current Liabilities 155,829,575 152,393,037 
Provisions 5  1,877,378  1,860,000 
Creditors 6  14,729,694  18,001,228 
Unspent conditional grants and receipts 7 138,693,336 132,531,809 
Current portion of long-term loans  529,167  - 
Bank overdraft 15  -  - 

Total Net Assets And Liabilities 265,323,204 215,247,401 

ASSETS
Non-Current Assets  25,400,014  17,559,024 
Property, Plant And Equipment 9  23,748,613  17,559,024 
Intangible assets 9  1,591,895  - 
Long-term receivables 11  59,506  - 

Current Assets 239,923,190 197,688,377 
Consumer debtors 13  5,580,325  4,253,871 
Other debtors 14  49,402,771  30,120,148 
Current portion of long-term debtors 11  115,639  283,313 
Call Investments 10  -  - 
VAT 8  5,047,963  20,077,732 
Cash  4,542  2,940 
Bank 15 179,771,949 142,950,373 

Total Assets 265,323,204 215,247,401 

( Note : The Statement of Financial Position has been prepared in accordance with GRAP 1)
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STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 30 JUNE 2007 

Budget Actual
2006 2007 Note 2007 2006

R R R R
REVENUE

 11,315,000  3,000,000 Regional Services Levy- 
Turnover  3,650,635  11,984,273 

 10,685,000  2,000,000 Regional Services Levy- 
Remuneration  2,278,878  14,527,134 

 66,000  72,000 Rental  59,591  3,002 
 1,554,300  1,250,000 Investment Interest  7,669,947  4,107,112 

 400,000  180,000 Other Interest  212,406  2,215,077 
 -  21,963,800 Income for agency services  14,465,184  22,800,371 

 86,596,000  122,966,800 Government grants and 
subsidies  129,215,770  84,952,955 

 -  - Tariff s and Charges  -  600 
 50,000  128,000 Other income 19  258,679  973,108 

 -  - Gains on disposal of prop-
erty, plant and equipment  365  11,855 

110 666 300 151 560 600 157 811 456 141 575 487 

149 631 000 168 685 874 Recovered from Conditional 
grants 18  192,228,348  160,962,050 

260 297 300 320 246 474 Total Income 350 039 803 302 537 537 

EXPENDITURE

 29,687,700  54,066,994 Employee related costs 20  51,535,376  43,268,696 

 3,388,100  4,375,279 Remuneration 
of Councillors 21  4,447,418  3,222,422 

 -  - Bad debts 22  3,084,822  7,626,451 
 1,713,000  506,400 Collection costs  298,365  2,101,724 
 2,664,100  2,825,000 Depreciation 9  3,565,801  3,083,179 

 516,200  850,657 Repairs and maintenance  795,071  949,583 
 -  - Interest paid 23  306,573  - 

 120,000  129,400 Contracted services  39,991  35,582 
 8,643,900  252,200 Grants and Subsidies paid 25  177,739  8,467,445 

 52,703,900  75,853,070 General expenses-other  57,244,938  57,140,312 
 347,400  469,900 Contributions to provisions 3  665,115  1,200,000 

 10,882,000  12,231,700 Contribution to Capital 
Replacement Reserve 1 831 941 10 749 525 

110 666 300 151 560 600 123 993 150 137 844 919 

 149,631,000  168,685,874 General expenses-
Conditional Grants 198 842 065 160 962 050 

260 297 300 320 246 474 Total Expenditure 322 835 215 298 806 969 

  0   0 Nett Surplus / 
(Defi cit) for the year 27 204 589 3 730 568 

  (Note: the income statement has been prepared in accordance with GRAP 1 and the budget formats)
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STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED 30 JUNE 2007
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ANNUAL FINANCIAL STATEMENTS

CASH FLOW STATEMENT
FOR THE YEAR ENDED 30 JUNE 2007 

2007 2006

R R

CASH FLOW FROM OPERATING ACTIVITIES

Cash receipts from levies, government and other  342,125,540  321,947,752 

Cash paid to suppliers and employees  (315,676,415)  (292,584,320)

Cash generated from operations 28  26,449,125  29,363,432 

Interest received  7,882,354  4,107,112 

Interest paid  223,545 

NET CASH FROM OPERATING ACTIVITIES  34,555,023  33,470,544 

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment.  (7,781,484)  (3,146,409)

Proceeds on disposal of fi xed assets.  70,000  - 

(Increases)/Decreases in non-current receiveables  (59,506)  573,889 

(Increases)/Decreases in call investment deposits  21,773  - 

NET CASH FROM INVESTING ACTIVITIES  (7,749,217)  (2,572,520)

CASH FLOW FROM FINANCING ACTIVITIES

New loans raised  9,553,861  - 

Increase/(Decrease) in consumer deposits  -  - 

Non-Operating expenditure charged against Provisions  -  (121,948)

Non-Operating income charged against Provisions  463,511  - 

NET CASH FROM FINANCING ACTIVITIES  10,017,372  (121,948)

NET INCREASE/(DECREASE) IN CASH 
AND CASH EQUIVALENTS 29  36,823,178  30,776,076 

Cash and cash equivalents at the beginning of the year  142,953,313  112,177,237 

Cash and cash equivalents at the end of the year  179,776,491  142,953,313 

 (1,462,327)

 (36,823,178)
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ACCOUNTING POLICIES 
TO THE FINANCIAL  STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2007 

1 BASIS OF PREPARATION   
 These annual fi nancial statements have been prepared in accordance with Standards of 

Generally Recognised Accounting Practices (GRAP) and Generally Accepted Municipal 
Accounting Practice (GAMAP) prescribed by the Minister of Finance in terms of General 
Notice 991 and 992 of 2005.      

 These standards are summarised as follows :   

 GRAP 1   Presentation of fi nancial statements 

 GRAP 2   Cash fl ow statements 

 GRAP 3   Accounting policies, changes in accounting estimates and errors

 GAMAP 4   The eff ects of changes in foreign exchange rates

 GAMAP 6   Consolidated fi nancial statements and accounting for controlled entities

 GAMAP 7   Accounting for investments in Associates

 GAMAP 8   Financial reporting of Interests in Joint Ventures

 GAMAP 9   Revenue 

 GAMAP 12   Inventories 

 GAMAP 17   Property, Plant and Equipment 

 GAMAP 19   Provisions, Contingent liabilities and Contingent assets.

 GAMAP 6,7 & 8 Have been complied with to the extent that the requirements in these 
standards relate to the municiplityʼs separate fi nancial statements.

 Accounting policies for material transactions,events or conditions not covered by the 
above GRAP and GAMAP standards have been developed in accordance with paragraphs 
7, 11 and 12 of GRAP 3. These accounting policies and the applicable disclosures have 
been based on the South African Statements of Generally Accepted Accounting Practices 
( SA GAAP ) including any interpretations of such statements issued by the Accounting 
Practices Board. 

 The minister of Finance has, in terms of General notice 552 of 2007 exempted compli-
ance with certain of the above mentioned standards and aspects or parts of these stan-
dards.Details of the exemptions applicable to the municipality have been provided per 
Appendix G to the annual fi nancial statements. 

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

 Assets, liabilities, revenues and expenses have not been off set except when off setting is 
required or permitted by a Standard of GAMAP / GRAP / GAAP.

 The annual fi nancial statements are presented in South African Rand and have been 
prepared on a going concern basis.



72

ANNUAL FINANCIAL STATEMENTS

2 PROPERTY, PLANT AND EQUIPMENT (PPE)   
 2.1  PPE IS STATED:     

   • At cost less accumulated depreciation, or

   • At fair value at date of acquisition less accumulated depreciation where as-
sets have been acquired by grant or donation.

 2.2  Subsequent expenditure relating to property, plant and equipment is capitalised 
if it is probable that future economic benefi ts or potential service delivery of the 
asset are enhanced in excess of the originally assessed standard of performance.  
If expenditure only restores the originally assessed standard of performance, 
then it is regarded as repairs and maintenance and is expensed. 

 2.3  Depreciation and impairment losses:     

   2.3.1 Depreciation is calculated on cost, using the straight line method, over 
the estimated useful lives of the assets.  The depreciation rates are based 
on the following estimated useful lives:

Years Years
Infrastructure Other
Roads and Paving 30 Buildings 30
Pedestrian Malls 30 Specialist vehicles 10
Electricity 20-30 Other vehicles 5
Water 15-20 Offi  ce equipment 3-7
Sewerage 15-20 Furniture and fi ttings 7-10
Housing 30 Watercraft 15

Bins and containers 5

Community Specialised plant 
and equipment 10-15

Improvements 30 Other plant 
and equipment 2-5

Recreational Facilities 20-30
Security 5

Investment Properties 30

   2.3.2 Incomplete construction work is stated at historic cost.  Depreciation only 
commences when the asset is commissioned into use.

   2.3.3 The carrying amount of an item or a group of identical items of PPE is 
reviewed periodically in order to assess whether or not the recoverable 
amount has declined below the carrying amount. When such a decline has 
occurred, the carrying amount is reduced to the recoverable amount. The 
amount of the reduction is recognised as an expense immediately, un-
less it reverses a previous revaluation, in which case it is charged to the 
revaluation non distributable reserve. 

 2.4  Disposal and retirement of assets:

   • Assets are eliminated from the Statement of Financial Position on disposal 
or retirement.

   • The diff erence between the net book value of assets (cost less accumulated 
depreciation) and the sales proceeds is refl ected as a profi t or loss in the 
statement of fi nancial performance. 
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3 FUNDS AND RESERVES    
 The Municipality creates and maintains Funds and Reserves in terms of specifi c requirements.

 3.1  Capital Replacement Reserve (CRR)

   In order to fi nance the purchase of items of property, plant and equipment,amounts 
are transferred out of the net surplus for a period (when needed) into the Capital 
Replacement Reserve (CRR). These transfers from the net surplus may only be 
made if they are backed by cash. The following provisions are set for the creation 
and utilisation of the CRR:

   • The cash backing up the CRR is invested, in accordance with the investment 
policy of the Council, until it is utilised. 

   • Interest earned on the CRR investment is recorded as interest earned in the 
Statement of Financial Performance and may be appropriated to the CRR in 
accordance with Council policy.

   • The CRR may only be utilised for the purpose of purchasing items or con-
struction of property, plant and equipment for the Council and may not be 
used for the maintenance of these items. If Council want to utilise the CRR for 
expensing something else than PPE an amount equal to the expense must be 
transferred to net surplus.

   • Whenever an asset is purchased out of the CRR an amount equal to the cost 
price of the asset purchased is transferred from the CRR to the Accumulated 
surplus account through the Statement of Changes in Net Assets.  This trans-
fer is used to off set depreciation charged on assets purchased out of the AFR 
and is released to the Statement of Changes in Net Assets at purchase of the 
asset to avoid double taxation of the consumers.

   • If a profi t is made on the sale of PPE other than land, the profi t on these as-
sets sold is refl ected in the Statement of Financial Performance and is then 
transferred via the statement of changes in net assets to the CRR provided 
that it is backed by cash. Profi t on the sale of land is not transferred to the 
CRR as it is regarded as revenue.

 3.2  Government Grant Reserve     

   When items of Property, plant and equipment are fi nanced from government 
grants, a transfer is made from the accumulated surplus to the Government 
Grant Reserve equal to the Government Grant recorded as revenue in the State-
ment of Financial Performance in accordance with a directive issued by National 
Treasury. When such items of property, plant and equipment are depreciated, a 
transfer is made from the Government Reserve to the accumulated surplus. The 
purpose of this policy is to promote community equity by ensuring that the fu-
ture depreciation expenses that will be incurred over the useful lives of govern-
ment grant funded items of property, plant and equipment are off set by transfers 
from this reserve to the accumulated surplus. When an item of property, plant an 
equipment is disposed of, the balance in the Government Grant Reserve relating 
to such item is transferred to the accumulated surplus.
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4 PROVISIONS
 A provision is recognised when the Council has a present obligation (legal or construc-

tive) as a result of a past event and it is probable (i.e. more likely than not) that an out-
fl ow of resources will be required to settle the obligation, and a reliable estimate can 
be made of the amount of the obligation. Provisions are reviewed at each statement of 
fi nancial position date and adjusted to refl ect the current best estimate. Where the eff ect 
of the time value of money is material, the amount of a provision is the present value of 
the expenditures expected to be required to settle the obligation. 

 4.1  Employee Benefi ts

   4.1.1 Retirement Funds     
     The Council and its employees contribute to various Pension Funds and its 

councillors contribute to the Pension Fund for Municipal Councillors.  These 
funds provide retirement benefi ts to such employees and councillors.The 
retirement benefi ts are calculated in accordance with the rules of the funds.  
Full actuarial valuations are performed on a regular basis unless exemption 
to do so has been obtained from the Registrar of Pension Funds. Current 
contributions are charged against the operating account of the Council at 
a percentage of the basic salary paid to employees.

   4.1.2 Medical Aid: Continued Members
     The Council provides certain post retirement medical benefi ts by funding 

the medical aid contributions of certain retired members of the munici-
pality.  According to the rules of the medical aid funds, with which the 
municipality is associated, a member (who is on the current condition of 
service), on retirement, is entitled to remain a continued member of such 
medical aid fund, in which case the member is liable for 30% of the medi-
cal aid membership fee, and the Council for the remaining 70%. 

     These contributions are charged to the operating account when paid.

   4.1.3 Accrued Leave Pay     
     Liabilities for annual leave are recognised as they accrue to employees. 

Provision is based on the total accrued leave owing to employees and on 
their basic salary packages.

   4.1.4 Provision for bonuses     
     Bonuses were paid out of operating expenses

   4.1.5 Provision for constructive obligations
     Provision is made for any constructive obligations of CHDM. A construc-

tive obligation arises through an established pattern of past practice, 
published policies or a suffi  ciently specifi c current standard, whereby 
CHDM has indicated to other parties that it will accept certain responsi-
bilities and as a result, the CHDM has created a valid expectation on the 
part of those other parties that it will discharge those responsibilities

   4.1.6 Provision for onerous contracts     
     When the municipality has a contract that is onerous, the present obliga-

tion (net of recoveries) under the contract is recognised and measured as 
a provision. An onerous contract is a contract for the exchange of assets 
or services in which the unavoidable costs of meeting the obligations 
under the contract exceed the economic benefi ts or service potential ex-
pected to be received under it.
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5 LEASES
 Lessee Accounting

 5.1  Leases are classifi ed as fi nance leases where substantially all the risks and re-
wards associated with ownership of an asset are transferred to the Council.

 5.2  Operating leases are those leases which do not fall within the scope of the above 
defi nition. Operating lease rentals are recognised on a straight-line basis over 
the lease term or any other basis which is representative of the time pattern of 
the lessees benefi t.

 5.3  Assets subject to fi nance lease agreements are capitalised at their cash cost 
equivalent and the corresponding liabilities are raised.  The cost of the assets 
is depreciated at appropriate rates on the straight line basis over the estimated 
useful lives of the assets.  Lease payments are allocated between the lease fi -
nance cost and the capital repayment using the eff ective interest rate method.  
Lease fi nance costs are expensed when incurred.

 Lessor Accounting     

 5.4  Amounts due from lessees under fi nance leases are recorded as receivables at 
the amount of the Councilʼs net investment in the leases.  Finance lease income is 
allocated to accounting periods so as to refl ect a constant periodic rate of return 
to the Councilʼs net investment outstanding in respect of the leases.

 5.5  Rental income from operating leases is recognised on a straight-line basis over 
the term of the relevant lease.

6 INVESTMENTS     
 The Council may have the following types of investments:

 6.1  Held to maturity (HTM) investments are fi nancial assets with fi xed or determin-
able payments and fi xed maturity where the Council has the positive intent and 
ability to hold the investment to maturity.

 6.2  Loans and receivables originated by the enterprise are fi nancial assets that are 
created by providing money, goods or services directly to a loan debtor.

   INITIAL MEASUREMENT of fi nancial instruments is at cost, which is the fair value 
of the consideration given. The fair value is usually the transaction price or mar-
ket price. Transaction costs are included in the initial measurement of fi nancial 
assets. Transaction costs include fees and commissions paid to agents, advisors, 
brokers and dealers, levies by regulatory agencies and securities exchanges; and 
transfer taxes and duties. Transaction costs do not include debt premium or dis-
count, fi nancing costs or allocations of internal administrative or holding costs.

 6.3  SUBSEQUENT MEASUREMENT of fi nancial assets.

   HTM investments and loans and receivables originated by the Council and not 
held for trading is subsequently recognised at amortised cost using the eff ec-
tive interest rate method. Amortised cost is defi ned as the amount at which 
the fi nancial asset was measured at initial recognition minus principal repay-
ments, plus or minus the cumulative amortisation of any diff erence between 
that initial amount and the maturity amount, and minus any write-down for 
impairment or uncollectability.
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7 REVENUE RECOGNITION
 7.1  REVENUE IS DERIVED FROM A VARIETY OF SOURCES WHICH INCLUDE REGIONAL 

COUNCIL LEVIES, GRANTS FROM OTHER TIERS OF GOVERNMENT AND REVENUE 
FROM OTHER SERVICES PROVIDED. REVENUE IS RECOGNISED WHEN IT IS PROBABLE 
THAT FUTURE ECONOMIC BENEFITS OR SERVICE POTENTIAL WILL FLOW TO THE 
COUNCIL AND THESE BENEFITS CAN BE MEASURED RELIABLY.

 7.2  Revenue from levies is recognized when the legal entitlement to this revenue 
arises.  Collection charges are recognized when such amounts are legally en-
forceable.  Interest on unpaid levies is recognized on a time proportionate basis.

 7.3  Interest earned on investments is recognised in the statement of fi nancial per-
formance on a time proportionate basis that takes into account the eff ective yield 
on the investment. Interest may be transferred from the unappropriated surplus 
to the AFR. Interest earned on unutilised conditional grants is allocated directly 
to the creditor: unutilised conditional grants if the grant conditions indicate that 
interest is payable to the funder.

 7.4  Revenue from the sale of goods is recognised when all the following conditions 
have been satisfi ed:

   • The municipality has transferred to the buyer the signifi cant risks and re-
wards of ownership of the goods.

   • The municipality retains neither continuing managerial involvement to the 
degree usually associated with ownership nor eff ective control over the 
goods sold.

   • The amount of revenue can be measured reliably.

   • It is probable that the economic benefi ts or service potential associated with 
the transaction will fl ow to the municipality.

   • The costs incurred or to be incurred in respect of the transaction can be mea-
sured reliably.

 7.5  Interest on outstanding debtors is recognized on a time proportionate basis and 
is charged on all outstanding debtors older than 30 days.

 7.6  When the outcome of a transaction involving the rendering of services can be 
estimated reliably, revenue associated with the transaction should be recognised 
by reference to the stage of completion of the transaction at the statement of 
fi nancial position date.  The outcome of a transaction can be estimated reliably 
when all the following conditions are satisfi ed:

   • The amount of revenue can be measured reliably.

   • It is probable that the economic benefi ts or service potential associated with 
the transaction will fl ow to the municipality.

   •  The stage of completion of the transaction at the statement of fi nancial posi-
tion date can be measured reliably.

   • The costs incurred for the transaction and the costs to complete the transac-
tion can be measured reliably.

 7.7  Government Grants are recognised as revenue when all conditions associated 
with the grant have been met. Where grants have been received but the Council 
has not met the condition, a liability is raised.



77

ANNUAL FINANCIAL STATEMENTS

8 VALUE ADDED TAX
 The Council accounts for Value Added Tax on the payment basis.

9 SEGMENTAL INFORMATION
 The principal segments have been identifi ed on a primary basis by service operation and on a 

secondary basis by the classifi cation of revenue and expenditure. The primary basis is repre-
sentative of the internal structure for both budgeting and management purposes. The second-
ary basis classifi es all operations based on the classifi cation of revenue and expenditure.

10 GRANTS-IN-AID
 The Council transfers money to individuals, organisations and other sectors of govern-

ment from time to time.  When making these transfers, the Council does not:

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

 • Expect to be repaid in future; or

 • Expect a fi nancial return, as would be expected from an investment.

 These transfers are recognised in the fi nancial statements as expenses in the period that 
the events giving rise to the transfer occurred. If these contracts are onerous and extend 
over more than one fi nancial year after year end they are treated in accordance with the 
accounting policy on onerous contracts outlined under 4.1.6 above.

11 UNUTILISED CONDITIONAL GRANTS
 Unutilised conditional grants are refl ected on the Statement of fi nancial position as a 

creditor – unutilised conditional grants. They represent unspent government grants, sub-
sidies and contributions from the public. These creditors always have to be cash backed. 
The following provisions are set for the creation and utilisation of these creditors:

 • The cash which backs up the creditor is invested until it is utilised.

 • Interest earned on the investment is treated in accordance with grant conditions. If it 
is payable to the funder it is recorded as part of the creditor. If it is the Councilʼs in-
terest it is recognised as interest earned in the statement of fi nancial performance.

 • Whenever an asset is purchased and funded from the unutilised conditional grant 
an amount equal to the cost price of the asset purchased is transferred from the 
Unutilised Capital Receipts into the statement of fi nancial performance as revenue. 
Thereafter an equal amount is transferred on the statement of changes in net assets 
to a reserve called a future depreciation reserve (FDR). This reserve is equal to the 
remaining depreciable value (book value) of assets purchased out of the Unutilised 
Capital Receipts. The FDR is used to off set depreciation charged on assets purchased 
out of the Unutilised Capital Receipts to avoid double taxation of the consumers.

12 INTANGIBLE ASSETS
 Intangible assets are treated in accordance with the provisions of IAS 38. In accordance with 

these provisions intangible assets are initially recorded at their cost price and are subsequent-
ly amortised over their expected useful lives. An intangible asset is defi ned as an identifi able 
non – monetary asset without physical substance held for use in the production or supply of 
goods or services, for rental to others, or for administrative purposes. The intangible assets 
under the control of the Council are amortised according to the straight line method.
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13 ACCOUNTS RECEIVABLE
 Accounts receivable are carried at anticipated realisable value. An estimate is made for 

doubtful receivables based on a review of all outstanding amounts at year end. Bad 
debts are written of during the year in which they are identifi ed.

14 CASH AND CASH EQUIVALENTS
 Cash includes cash on hand and cash with banks. Cash equivalents are short – term, 

liquid investments that are held with registered banking institutions with maturities of 
three months or less and are subject to an insignifi cant risk of change in value.

 For the purposes of the cash fl ow statement, cash and cash equivalents comprise cash 
on hand, deposits held on call with banks and investments in fi nancial instruments, net 
of bank overdrafts.

15 COMPARATIVE INFORMATION
 15.1 CURRENT YEAR COMPARATIVES

   Budgeted amounts have been included in the annual fi nancial statements for 
both fi nancial years.

 15.2 PRIOR YEAR COMPARATIVES

   When the presentation or classifi cation of items in the annual fi nancial state-
ments is amended, prior period comparative amounts are reclassifi ed. The na-
ture and reason for the reclassifi cation is disclosed.

16 BORROWING COSTS
 Borrowing costs are recognised as an expense in the Statement of Financial Performance.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2007 

2007 2006

R R

1 HOUSING DEVELOPMENT FUND

Chris Hani District Municipality does not administer any 
Housing development fund.

2 NON CURRENT LIABILITIES

DBSA loan

Balance at beginning of year   0  - 

Received during the year 10 000 000 

Finance costs charged  306 573 

Finance costs paid ( 223 544)

Short-term portion transferred to current liabilities ( 529 167)

Balance at the end of the year  9,553,861  0 
DBSA loan for bucket eradication projects.The loan carry 
interest at 5 % per annum and is repayable in 18 equal instal-
ments over 10 years. 
See appendix A for details

3 NON-CURRENT PROVISIONS

Provision for Leave pay  1,421,753  958,242 

Total Non-Current Provisions  1,421,753  958,242 

Leave pay accrue to employees on a yearly basis, subject to 
certain conditions. The provision is an estimate of the amount 
due to staff  at the reporting date.

The movement in the  provision is reconciled as follows:-

Balance at beginning of year  958,242  588,007 

Contributions to provisions  480,888  1,200,000 

Expenditure incurred  -  - 

Increase due to discounting  -  - 

Transfer to current provisions  (17,378)  (829,765)

Balance at end of year  1,421,753  958,242 

4 CONSUMER DEPOSITS

Chris Hani District Municipality holds no consumer deposits.

5 PROVISIONS

Current portion of Leave Pay  provision  1,877,378  1,860,000 

Total Current Provisions  1,877,378  1,860,000 
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2007 2006

R R

The movement in the current provision is reconciled 
as follows:-

Balance at beginning of year  1,860,000  1,152,183 

Transfer from non-current  17,378  829,765 

Contributions to provision

Expenditure incurred  (121,948)

Balance at end of year  1,877,378  1,860,000 

6 CREDITORS

Trade creditors  3,904,595  1,280,525 

DWAF: Unidentifi ed deposits  362,433  1,115,930 

Equitable share projects  1,552,180  2,174,700 

Deposits  234,969  8,334 

Former TRC - Engcobo  1,094,769  1,094,769 

Traffi  c fi nes  459,879  233,348 

Income Suspense (Levies)  4,774,460  4,996,603 

Road works  30  5,961,627 

Other creditors  2,346,380  1,135,392 

Total creditors  14,729,694  18,001,228 

7 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 6 682 196 8 047 497 

Conditional grants from government  138,693,336  132,531,809 

Government Grants  138,342,470  107,234,819 

Provincial Grants and subsidies  350,866  25,296,990 

Other conditional receipts  -  - 

Total Conditional Grants and Subsidies  138,693,336  132,531,809 

See Appendix F for a reconciliation of grants from 
National/Provincial Government. These amounts are fully 
invested until utilised.

8 VAT

Vat control account  (159,244)  (1,597,159)

Accrued Vat (refund from SARS)  (25,603,927)  (41,187,546)

Input tax  31,500,215  70,601,374 

Output tax  (689,081)  (7,738,937)

 5,047,963  20,077,732 

Vat is paid on the receivable basis.
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2007 2006
R R

10 CALL INVESTMENT DEPOSITS

There were no listed / 
unlisted investments on reporting date.

Allocation of call investments
Surplus cash is kept on Call Account until used 
for specifi c purposes.

11 LONG-TERM RECEIVABLES

Motor car loans  124,494  283,313 
Study assistance-Council employees  50,651  - 

 175,145  283,313 

Less : Short-term portion transferred to current assets  (115,639)  (283,313)

Total Non-Current loans  59,506  0 

Loans were approved for:
Motor car loans to employees at 8% Interest per annum. No 
new loans are being made and existing loans are phased out 
as they are repaid.

12 INVENTORY

The Council keeps no inventory. Goods are purchased as 
needed and consumed in the fi nancial year of purchase.

13 CONSUMER DEBTORS

Levies  5,580,325  4,253,871 
Total  5,580,325  4,253,871 

14 OTHER DEBTORS

Health Subsidies  1,694,212  1,694,212 
Roads & Works Recov. Expenditure.  255,422  484,197 
Lukhanji Municipality (ESCOM account)  3,389,476  3,389,476 
Inxuba Yethemba Municipality (SARS account)  15,461,634  - 
Ambulance Service  2,225,189  2,215,798 
Ambulance Subsidy Bisho  1,687,765  1,687,765 
Intsika Yethu Subsidy  312,346  312,346 
Roadworkʼs Subsidy  8,294,619  8,294,619 
Subsidy National Health And Population  3,358,645  3,358,645 
Projects  455,839  463,643 
Elections Infrastructure  1,190,002  1,190,001 
Hala upgrading of services (Special Fund)  3,117,120  3,117,120 
Previous System Movements  2,772,534  6,272,499 
Other Sundry Debtors  15,899,241  5,266,277 
Sub-Total: Other Debtors  60,114,044  37,746,598 
Provision for Bad Debts  (10,711,273)  (7,626,450)
Net: Other Debtors  49,402,771  30,120,148 
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2007 2006
R R

15 BANK, CASH AND OVERDRAFT BALANCES

Chris Hani District Municipality has the following bank ac-
counts:

Current Account (Primary Bank Account)

First National Bank
Cathcart Road
Queenstown

Cashbook balance at the beginning of the year  142,950,373  112,173,947 
Cashbook balance at the end of the year  179,771,949  142,950,373 

Bank statement balance at the beginning of the year  163,090,445  139,005,883 
Bank statement balance at the end of the year  193,535,616  163,090,445 

16 MUNICIPAL ENTITIES

Chris Hani District Municipality does not have any Municipal 
Entities.

17 SERVICE CHARGES

Chris Hani District Municipality does not levy any service 
charges.

18 GOVERNMENT GRANTS AND SUBSIDIES

Government Grants
Equitable share  117,087,100  82,936,683 
Provincial Grants and subsidies 12 128 670 2 016 272 
Total Government Grants  129,215,770  84,952,955 

National/Provincial conditional Government grant funding

Funds transferred to Income for reimbursement 
of non capital expenditure  191,084,057  160,962,050 

Funds transferred to Income for reimbursement of  capital 
expenditure  7,758,008  2,016,272 

(See Appendix F for detail)

Total National/Provincial 
Government Grants reimbursements  198,842,065  162,978,322 

Total Government Grants and Subsidies  328,057,835  247,931,277 

Equitable share
In terms of the Constitution, this grant is used to balance  
the Municipalities revenue. The payment was not withheld for 
any reason.
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2007 2006
R R

19 OTHER INCOME

Sundry Income  205,259  973,108 
Commission on Collection  53,420  - 
Total Other Income  258,679  973,108 

20 EMPLOYEE RELATED COSTS

Salaries and wages  35,650,515  31,599,770 
Contributions for UIF, Pensions ,Medical aids etc  8,900,598  7,341,793 
Travel, motor car and other allowances  5,840,546  3,393,667 
Housing benefi ts  369,543  349,892 
Performance bonuses  501,313  341,245 
Long-service awards  272,861  242,329 

 51,535,376  43,268,696 

Remuneration of the Municipal Manager
Annual Remuneration  460,493  351,998 
Performance Bonuses  94,285  104,950 
Car Allowance  81,000  159,174 
Contributions to UIF, Medical and Pension funds  106,560  87,917 
Total  742,338  704,039 

Remuneration of the Director Finance
Annual Remuneration  429,192  328,553 
Performance Bonuses  88,231  79,930 
Car Allowance  82,630  148,350 
Contributions to UIF, Medical and Pension funds  89,715  79,331 
Total  689,768  636,164 

Remuneration of the Director Corporate Services
Annual Remuneration  429,192  328,553 
Performance Bonuses  77,438  74,126 
Car Allowance  81,000  148,350 
Contributions to UIF, Medical and Pension funds  91,675  79,331 
Total  679,305  630,360 

Remuneration of the Director Integrated Planning 
& Economic Develoment
Annual Remuneration  429,192  328,553 
Performance Bonuses  80,451  82,239 
Car Allowance  83,609  148,350 
Contributions to UIF, Medical and Pension funds  96,585  79,331 
Total  689,837  638,473 

Remuneration of the Director of Health
Annual Remuneration  429,192  328,553 
Performance Bonuses  87,449  - 
Car Allowance  82,146  148,350 
Contributions to UIF, Medical and Pension funds  81,460  79,331 
Total  680,247  556,234 
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Remuneration of the Director Infrastructure 
Annual Remuneration  429,192  277,915 
Performance Bonuses  73,459  - 
Car Allowance  81,000  123,625 
Contributions to UIF, Medical and Pension funds  96,587  66,109 
Total  680,238  467,649 

Remuneration of the Strategic Manager
(December 2006 - June 2007 )
Annual Remuneration  234,007  - 
Performance Bonuses  -  - 
Car Allowance  47,250  - 
Contributions to UIF, Medical and Pension funds  58,714  - 
Total  339,971  0 

21 REMUNERATION OF COUNCILLORS

Executive Mayor  338,514  226,918 
Deputy Executive Mayor  -  - 
Speaker  270,811  181,535 
Mayoral Committee members  1,523,310  1,021,135 
Councillors  1,032,565  1,039,191 
Alowances  1,033,561  753,643 
Adjustments  248,657  - 
Total Councillorsʼ Remuneration  4,447,418  3,222,422 

In-kind Benefi ts

The Executive Mayor is full-time and with the 
Mayoral Committee Members is provided with an offi  ce and 
secretarial support at the cost of the Council.

The Executive Mayor has access to a Council owned vehicle 
for offi  cial duties.

22 BAD DEBTS

Contribution to the bad debt provision  3,084,822  7,626,451 
Bad debt written off   -  - 
Total Bad Debts  3,084,822  7,626,451 

23 INTEREST PAID

External loans  306,573  - 
Finance leases  -  - 
Bank overdrafts  -  - 
Total interest on External Borrowings.  306,573  0 

24 BULK PURCHASES

Chris Hani District Municipality did not buy bulk services
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25 GRANTS AND SUBSIDIES PAID

Infrastructural Services  -  8,400,000 
Problem Animal Control  30,000  31,000 
Other  147,739  36,445 
Total Grants and Subsidies paid  177,739  8,467,445 

26 GENERAL EXPENSES

No extraordinary expenses were included 
in general expenses  -  - 

 0  0 

27 CHANGES IN  ACCOUNTING POLICY - 
IMPLEMENTATION OF GAMAP

The following adjustments were made to amounts previously 
reported in the annual fi nancial statements of the Municipal-
ity arising from the implementation of GAMAP:-

 -  - 
 0  0 

 -  - 
 0  0 

28 CASH GENERATED BY OPERATIONS

Net surplus for the year  27,204,589  3,730,568 

Adjustment for:-

Previous years  -  (4,096,818)
Changes in accounting policy  -  - 
Depreciation  3,565,801  3,083,179 
Bad debts  3,084,822  - 
Loss on disposal of property, plant and equipment  (365)  - 
Contributions to provisions - non-current  463,511  1,200,000 
Contributions to provisions - current  17,378  - 
Contribution to Capital Replacement Reserve  1,831,941  10,749,525 
Investment income  (7,882,354)  (4,107,112)
Interest paid  306,573  - 
1.Audit fees,rent & interest provisions  (16,812)  - 
Operating surplus before working capital changes:  28,591,895  10,559,342 

(Increase)/Decrease in RSC Levy debtors  (1,326,454)  (3,548,755)
(Increase)/Decrease in other debtors  (19,282,623)  20,248,911 
(Increase)/Decrease in VAT  15,029,769  14,445,183 
Increase/(Decrease) in current portion long term loans  529,167  - 
Increase/(Decrease) in conditional grants and receipts  6,161,527  (7,502,293)
Increase/(Decrease) in current provisions  17,378  - 
Increase/(Decrease) in creditors  (3,271,534)  (4,838,956)
Cash generated by operations  26,449,125  29,363,432 
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29 CASH AND CASH EQUIVALENTS

Balance at the end of the year  179,776,491  142,953,313 
Balance at the beginning of the year  142,953,313  112,177,237 
Net (De-) / Increase in cash and cash equivalents  36,823,178  30,776,076 

30 UTILISATION OF LONG-TERM LIABILITIES RECONCILIATION

The DBSA loan funding was fully utilised on bucket eradica-
tion projects during the year.

31 UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL 
EXPENDITURE DISALLOWED

Unauthorised expenditure

Reconciliation of unauthorised expenditure
   Opening balance  -  - 
   Unauthorised expenditure current year  -  - 
   Approved by Council  -  - 
   Transfer to statement of Financial performance
    - authorised losses  -  - 
   Transfer to receivables for recovery  -  - 
   Closing balance  0  0 

Irregular, fruitless and wasteful expenditure

Reconciliation of fruitless and wasteful  expenditure
   Opening balance  -  - 
   Fruitless and wasteful expenditure current year  -  - 
   Approved by Council  -  - 
   Transfer to statement of Financial performance
    - authorised losses  -  - 
   Transfer to receivables for recovery  -  - 
   Closing balance  0  0 

Total unauthorised, fruitless 
and wasteful expenditure disallowed  0  0 

32 ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL 
FINANCE MANAGEMENT ACT

32.1 Contributions to SALGA

Opening balance  -  (106,279)
Council subscriptions  (112,661)  106,279 
Amount paid - current year  112,661 
Amount paid - next year
Balance paid in advance (included in Debtors)  0  0 
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32.2 Audit fees

Opening balance  -  - 

Current year audit fee  1,179,983  1,612,271 

Amount paid - current year  (1,179,983)  (1,612,271)

Amount paid - previous years  -  - 

Balance unpaid (included in creditors)  0  0 

32.3 VAT

Vat input receivables and VAT output payables are shown in 
note 8 . All Vat returns have been submitted by the due date 
throughout the year.

32.4 PAYE and UIF

Opening balance  (32,810)  - 

Current year payroll deductions  7,896,837  6,184,514 

Amount paid - current year  (7,864,027)  (6,217,324)

Amount paid - previous years  -  - 

Balance undeducted (included in debtors)  0  (32,810)

32.5 Pension and Medical Aid Deductions

Opening balance  -  - 

Current year payroll deductions and Council Contributions  11,802,588  9,905,490 

Amount paid - current year  (11,802,588)  (9,905,490)

Amount paid - previous years

Balance unpaid (included in creditors)  0  0 

The balance would represent pension and medical aid contri-
butions deducted from employees in the June 2006 payroll. 
These amounts would be paid during July 2007.

33 CAPITAL COMMITMENTS

Chris Hani District Municipality had no commitments in respect 
of capital expenditure at the end of both fi nancial years.

34 CONTINGENT LIABILITIES

A security to the amount of R8,033,000 was signed to First 
National Bank to cover a bank overdraft.  -  - 

Matters pending with Council attorneys based on estimated 
probable loss with costs  1,555,000  - 

 1,555,000  0 
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35 RETIREMENT BENEFIT INFORMATION

Post- Retirement Medical Benefi t
Provision is made for post retirement medical benefi ts in 
the form of health care plans for eligible employees and 
pensioners
Pension and Retirement Fund Benefi ts
Employees and Council contribute to the Cape Joint Pension 
and Retirement Funds on the basis of a fi xed contribution 
and is charged against income as incurred.

36 IN-KIND DONATIONS AND ASSISTANCE

No in-kind donations or assistance was done or provided in 
2006/07

37 CORRECTIONS 

During the year the following transactions were made in 
regard to the previous year and the comparitve amounts have 
been restated:

Creditors  -  188,419 
Accumulated depreciation  1,257,776  - 
Capital Replacement Reserve  -  (497,007)
Conditional grant creditors  -  16,426,128 
Net eff ect on surplus for the year  1,257,776  16,117,540 
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ANNUAL FINANCIAL STATEMENTS

APPENDIX D continued

CHRIS HANI DISTRICT MUNICIPALITY
AS AT 30 JUNE 2007 

Income Expenditure
Executive and Council
100500  -  1,280,426.91 
100506  1,769,128.46 
100512  715,452.94 
101000  2,300,271.99 
101015  974,048.65 
102000  81,755,934.00  29,445,638.02 
104500  1,197,682.97  91,046.51 

 82,953,616.97  36,576,013.48 
Finance and Administration
100509  1,473,157.48 
100515  477,094.93 
101003  1,588,663.05 
101006  871,732.22 
101009  1,185,295.29 
101012  3,001.56  5,342.66 
101500  29,695,112.97  1,916,257.02 
101503  422,362.04 
101506  2,190,535.85 
101509  4,107,112.00  2,632,185.30 
101512  593,842.85 

 33,805,226.53  13,356,468.69 
Planning and Development
Annexure F  162,978,322.00  160,962,050.00 
102506  677,184.93 
103000  952,937.02 
103003  2,726,204.62 
103006  43,896,633.39 
103500  1,657,193.76 
103503  738,089.58 
103506  415,005.66 
103512  265,106.08 
103515  18,654.05 
104000  8,400,000.00 

 162,978,322.00  220,709,059.09 
Community and Social Services
102500  1,280,232.01 
103009  756,021.22 
105500  43,000.00 

 0.00  2,079,253.23 
Road Works
600000  -  - 
600005  -  - 
600010  10,615,201.95  10,615,201.95 
600015  4,314,162.97  4,314,162.97 
600020  74,425.83  74,425.83 

 15,003,790.75  15,003,790.75 
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AUDIT ADJUSTMENTS
CHRIS HANI DISTRICT MUNICIPALITY
FOR THE YEAR ENDED 30 JUNE 2007 

Audit Finding Aff ected Disclosure Aff ected 
Pages on AFS Audit Adjustment

EX 163  PPE note No. 9  1 & 19 
Intangible assets disclosed 
separately from PPE on the Statement 
of Financial position

 Non  2 ,3 & 35 
R 10 000 000.00 Contribution to 
Capital Replacement reserve ( CRR ) 
charged against Net surpuls

EX 162  Policy No. 16  16 Policy on Borrowing costs added to 
Annual fi nancial statements

EX 96.2  Note No.2  17 Note heading changed from long term 
liabilities to Non current liabilities

EX 96.2  Note No.5  17 Note heading changed from Current 
Provisions to Provisions

Non  Note No.14  22 ( ESCOM account) changed to 
( SARS account)

EX 97.2  Note No.14  22 2005 / 2006 comparative balance on 
above changed to R 0.00

EX 96.6  Note No.18  23 
2005 / 2006 comparative 
balance on provincial grants and 
subsidies corrected 

EX 96.9  Note No.27  3 & 26 Reference to Note 28 corrected 
to Note 27

EX 96.9  Note No.37  3 & 30 Reference to Note 38 corrected 
to Note 37
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