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General Information

Legal Form of Entity Municipality
Legislation Governing the Municipality's Municipal Fiance Management Act (Act No.56 of 2003)
Operationst

Executive Committee

Mayor Mrs. JCN Khumalo
Deputy Mayor Councillor MN Majola
Execulive Commillee -Engineering Councillor NA Zwane
Executive Commiltee -Corporale Services Councillor EM Zungu
Execulive Committee -Planning & Economic Development Councillor SB Hlatshwayo
Speaker Councillor EM Sigasa
Grading of local authority Grade 3
Auditors Auditor General
Bankers ABSA Public Sector
Registered office B9356 Seclion 1

Madadeni

Newcastle

2951
Postal address Private Bag X6615

Newcaslle

2940

Members of Council
Councillor FS Tsotelsi
Councillor TA Chonco
Councillor NS Matthews
Councillor MS Mlangeni
Councillor NA Msibi
Councillor TM Mhlongo
Councillor VR Hlatshwayo
Councillor SB Harber
Councillor MA Buthelezi
Coungcillor MP Sithole
Councillor JME Damons
Councillor MA Gama
Councillor SD Msibi
Councillor SJ Zulu
Councitlor S Kubheka
Councillor DRF Buthelezi
Councillor MN Mbokazi

Acting Municipal Manager Mr Linda M Africa

Chief Financial Officer (CFO) Mr Linda M Africa
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Index

The reports and statements set out below comprise the annual financial statements presented te the Council:

Index Page
Accounting Officer's Responsibilities and Approval 4
Statement of Financial Position 5
Statement of Financial Performance 6
Stalement of Changes in Net Assets 7
Cash Flow Statement 8
Accounting Policies 9-21
Notes to the Annual Financial Statements 22 _43

The following supplementary information does not form part of the annual financial statements and is unaudited:

Detailed Income statement 44
Appendixes:

Appendix A: Schedule of External loans 45
Appendix B: Analysis of Property, Plant and Equipment 47
Appendix C: Segmental analysis of Property, Plant and Equipment 53
Appendix D: Segmental Statement of Financial Performance 55
Appendix E(1): Actual versus Budget (Revenue and Expenditure) 57
Appendix E(2): Actual versus Budget (Acquisition of Property, Plant and Equipment) 59
Appendix F: Disclosure of Grants and Subsidies in terms of the Municipal Finance 60

Management Act
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Index

Abbreviations

MSIG Municipal Systems Improvement Grant

DWA Department of Water Affairs

DBSA Development Bank of South Africa

IGRAP Interpretation of GRAP

GRAP Generally Recognised Accounting Praclice
GAMAP Generally Accepted Municipal Accounling Practice
WCA Workmens Compensation Act

IAS International Accounting Standards

IMFO Institute of Municipal Finance Officers

EPWP Extended Public Works Programme

LED Local Economic Development

MEC Member of the Executive Gouncil

MFMA Municipal Finance Management Act

MIG Municipal Infrastructure Grant {Previously CMIP)
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Accounting Officer's Responsibilities and Approval

The Amajuba District Municipality is situated at the Amajuba Building, B 9356, Madadeni, is a category C Municipality
established in terms of section 12 (1) of the Municipal Struciures Act, No.117 and published in terms of Provincial Goverment
Notice 346 on the 19 September 2000. The Local Goverment Operations of the Municipality are assigned by Section 156 and
229 of the South African Constitulion and defined specifically in terms of section 83 of the Municipal Structures Act.

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 al the end of the financial year and the results of its operations and cash
flows for the period then ended. The external auditors are engaged to express an independent opinion on the annual financial
statements and were given unrestricted access to all financial records and related data.

The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting
Praclice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board.

The annual financial statements are based on appropriate accounting policies consistently applied and supported by
reasonable and prudent judgements and estimales.

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control established by
the municipality and places considerable importance on maintaining a strang conlrol environment. To enable the accounting
officer to meet these responsibilities, the accounting officer sets standards for internal control aimed at reducing the risk of
error or deficit in a cost effeclive manner. The slandards include the proper delegation of responsibilities within a clearly
defined framework, effective accounting procedures and adequate segregalion of duties to ensure an acceptable level of risk.
These controls are menitored throughout the municipality and all employees are required to maintain the highest ethical
standards in ensuring lhe municipality's business is conducted in a manner that in all reasonable circumstances is above
reproach. The focus of risk management in the municipality is on identifying, assessing, managing and monitoring all known
forms of risk across the municipality. While operating risk cannot be fully eliminated, the municipality endeavours to minimise it
by ensuring that appropriate infrastructure, confrols, systems and ethical behaviour are applied and managed within
predetermined procedures and constraints,

The accounting officer has reviewed the municipality's cash flow forecast for the year to 30 June 2013 and, in the light of this
review and the curent financial position, he is satisfied that the municipality has or has access to adequate resources to
continue in operational existence for the foreseeable future,

The municipality is wholly dependent on the Provincial and National Government for continued funding of operations. The
annual financial stalements are prepared on the basis that the municipality is a going concemn and that the Provincial and
National Governments have neither the intention nor the need to liquidate or curtail materially the scale of funding of the
municipality.

The annual financial statements set out on pages 5 lo 44, which have heen prepared on the going concern basis, were
approved by the accounling officer on 31 August 2012 and were signed on its behalf by:

Mr Linda M Africa
Acting Munlicipal Manager
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Statement of Financial Position

2012 Restated
2011
Note(s) R R

Assets

Current Assets

Receivables from exchange transactions 7 231976 659 562

VAT receivable 8 7 840 263 3927 227

Prepayments 6 - 2 007 140

Cash and cash equivalents 9 7531720 1 401 263
15 603 959 7995192

Non-Current Assets

Property, plant and equipment 3 _ 63 081 150 64 719 807

Intangible assets 4 488 197 513 065

Investment in Associate 5 744 474 666 775 117 417

808 044 013 840 350 289

Total Assets 823 647 972 848 345 481

Liabillties

Current Liabilities

Payables from exchange transaclions 13 47 375 551 40 194 945

Unspent conditional grants and receipts 11 40 438 960 22 398 286

Provisions 12 1651743 1580 639

Bank averdraft 9 - 13 049 866
89 466 254 77223736

Non-Current Liabilities

Finance lease obligation 10 - 17 161

Total Liabilities 89 466 254 77 240 897

Net Assets 734181718 771 104 584

Net Assets

Accumulated surplus 734181718 771 104 584
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2012 Restated
2011
Note(s) R R
Revenuve 126 748 522 128 054 586
Other income 303013 56 997 981
Operating expenses (139 950 557) {197 232 543)
Operating deficit 18 {12 889 022) (12179 976)
Investment revenue 21 970 238 1849 253
Finance costs 23 {32 383) (5 586)

Deficit for the year

(11 961 167) {10 336 309}
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Statement of Changes in Net Assets

Accumulated Total net
surplus assets
R R

Balance at 01 July 2010 857 663 873 857 663 873
Changes in net assetls

Share of loss of associate (20 526 959) (20 526 859)
Current year adjustmenis {55 696 021) (55 696 021)
Net income (losses) recognised directly in net assets (76 222 980) (76 222 980)
Surplus for the year (10 336 309) (10 336 309)
Total recognised income and expenses for the year (86 559 289) (86 559 289)
Total changes (86 559 289) (86 559 289)
Balance at 01 July 2011 (Restated) 781 463 001 781 463 001
Changes in net assels

Cumrent year adjustments (4 429 732) (4 429 732)
Net income ({losses) recognised directly in net assels (4 429 732) (4 429 732)
Surplus for the year (11 961 167} {11 9561 167)

Total recognised income and expenses for the year (16 390 899) (16 390 899)
Share of Loss in Associtate (30 890 384) (30 890 384)
Total changes {47 281 283) (47 281 283)
Balance at 30 June 2012 734181718 734 181 718
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2012 Restated
2011
Note(s) R R
Cash flows from operating activities
Receipts
Grants 143 351 579 131811272
Interest income 970 238 1849 253
Other receipts 303 013 566 173
Other cash item - -
144 624 830 134 226 698

Payments
Employee costs (38 033 788) {35 489 821)
Suppliers (84 221 342) (161 676 715)
Finance costs (32 383) (5 586)
Other payments (4 483 028) (3 885 817)

{126 770 541) (201 057 939)
Net cash flows from operating activitles 26 17 854 289 {66 831 241)
Cash flows from investing activities
Purchase of property, plant and equipment 3 (3 635 628) {15 651 795)
Proceeds from sale of property, plant and equipment 3 {102 871) 184 633
Purchase of other intangible assets 4 {166 199) -
Other cash item - 16 453 334
Net cash flows from Iinvesting activities {3 904 696) 986 172
Cash flows from financing activities
Finance lease payments (17 161) (96 136)
Movement in Investments 5247 891 -
Net cash flows from financing activities 5230730 (96 1386)
Net increasef(decrease) in cash and cash equivalents 19 180 323 (65 941 205)
Cash and cash equivalents at the beginning of the year {11 648 603) 54 292 602
Cash and cash equlvalents at the end of the year 9 7531720 (11 648 603}




Page 114

Amajuba District Municipality

Annual Financial Statements for the year ended 30 June 2012

Accounting Policies

1. Presentation of Annual Financial Statements

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting
Practice {GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board.

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with histarical
cost convention unless specified otherwise. They are presented in South African Rand which is the funclional currency of the
municipality.

A summary of the significant accounting policies, which have been consistently applied, are disclosed below.
These accounting policies are consistent with the previous period.

1.1 Consolidation

Investment in associates

An associate is an entity over which the controlling entity has significant influence and which is neither a controlled entity nor a
joint venture. Significant influence is the power ta participate in the financial and operating policy decisions of the investee bul
is not control or joint control over those policies.

An investment in assaciale is accounted for using the equity method, except when the investment is classified as held-for-sale
in accordance with Standard of GRAP on Non-current Assets Held-For-Sale and Discontinued Operations. Under the equity
method, investments in associates are carried in the consolidated statement of financial position at cost adjusted for post
acquisition changes in the municipality's share of net assets of the associate, less any impairment losses.

Equity method is a method of accounting whereby tha investment is initially recognised at cost and adjusted thereafter for the
post-acquisition change in the municipality's share of net assets of the investee. The surplus or deficit of the municipality
includes the municipality's share of the surplus or deficit of the investee.

The municipality's share of the surplus or deficit of the investee is recognised in surplus or deficit.
Distributions received from an inveslee reduce the carrying amount of the investment.

The most recent available annual financial statements of the associale are used by the municipality in applying the equity
method. When the reporting date’s of the municipality and the associate are different, the associate prepares, for the use of the
municipality, annual financial statements as of the same date as the annual financial statements of the municipalily unless it is
impractical to do so.

The municipality's annual financial statements are prepared using uniform accounting policies for like transaclions and evants
in simitar circumstances.

Surpluses and deficits on transactions between the municipality and an associate are eliminated lo the extent of the
municipality's interest therein,

The conlrolling entity discontinues the use of the equity method from the date that it ceases lo have significant influence over
an associate and account for the investment in accordance with the Standard of GRAP on Financial Instrumenls: Recagnition
and Measurement from that date, unless lhe associate becomes a controlled entity or a joint venture, in which case it is
accounted for as such. The carrying amount of the investment at the date that it ceases to be an associate is regarded as its
cost on initial measurement as a financial asset in accordance with the Standard of GRAP on Financial instruments:
Recognition and Measurement

1.2 Significant judgements and sources of estimation uncertainty

In preparing the annual financial statements, management is required to make estimales and assumptions that affect the
amounts represented in the annual financial statements and related disclosures. Use of available information and the
application of judgement is inherent in the formation of estimates. Actual resulls in the future could differ from these estimates
which may be material to the annual financial statements,
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1.3 Property, plant and equlpment

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during
more than ane period.

The cost of an item of property, plant and equipment is recognised as an asset when:

¢ jtis probable that future economic benefits or service potential associated with the item will flow to the

municipality; and

s the cost of the item can be measured reliably.
Property, plant and equipment is initially measured at cost.
The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the
location and condition necessary for it to be capable of operaling in the manner intended by management. Trade discounts and
rebates are deducted in arriving at the cost.
Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at date of acquisition.

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

Cosls include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of
property, plant and equipment, the carrying amount of the replaced part is derecognised.

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the iter is in the location
and condilion necessary for it to be capable of operating in the manner intended by management.

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.

Property, plant and equipment are depreciated on the slraight line basis over their expected useful lives to their estimated
residual value.

The useful lives of items of property, plant and equipment have been assessed as follows:

Item Average useful life
Land Indefinite
Buildings 30 years
Plant and machinery 10 - 15 years
Furniture and fixtures 7 - 10 years
Motor vehicles

»  Specialised Vehicles 10 - 15 years
. Other Vehicles 5 years
Office equipment 3-7years
IT equipment 3 years
Computer software 3 years
Infrastructure

*«  Water and Sewerage 10 years
Communily

= Recreational Facilities 20 - 30 years
«  Buildings 30 years
QOther property, plant and equipment 2 - 5years

The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each reporting date. If
the expectations differ from previous estimates, the change is accounted for as a change in accounling estimate.

Reviewing the useful life of an asset on an annual basis does not require the entity to amend the previous estimate unless
expectations differ from the previous eslimate.

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is
depreciated separately.

10
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1.3 Property, plant and equipment (continued)

ltems of property, plant and equipment are derecognised when the asset is disposed of or when there are no lurther economic
benefils or service potential expected from the use of the asset.

The gain or loss arising from the derecognilion of an item of property, plant and equipment is included in surplus or deficit when
the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item.

1.4 Intanglble assets

An asset is identified as an intangible asset when it:
. is capable of being separated or divided from an entity and sold, transferred, licensed, rented or exchanged,
either individually or together with a related contract, assets or liability, or
« arises from contractual rights or other legal rights, regardless whether those righls are transferable or separate
from the municipality or from other rights and obligations.

An intangible asset is recognised when:

« itis probable that the expected future economic benefits or service potential that are atiribulable to the asset will

flow to the municipality; and

. the cost or fair value of the asset can be measured reliably.
Intangible assets are initially recognised at cost.
An intangfble asset acquired at no or nominal cost, the cost shall be its fair value as at the date of acquisition.
Intangible assets are carried at cost less any accumulated amortisation and any impairment losses.
An inlangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foreseeable
limit to the period over which the asset is expecled to generate net cash inflows or service potential. Amortisation is not
provided for these intangible assets, but they are tested for impaiment annually and whenever there is an indication that the
asset may be impaired. For all other intangible assets amoriisation is provided cn a straight line basis over their useful life.
The amortisation period and the amoertisation method for intangible assets are reviewed at each reporiing date.

Amartisation is provided to write down the intangible assets, on a siraight line basis, to their residual values as follows:

Item Useful life
Compuler software, internally generated 3 years
Computer software, other 3 years

Intangible assets are derecognised:
+  ondisposal; or
*  when no fulure economic benefits or service potential are expected from its use or disposal.

The gain or loss is the difference between the net disposal proceeds, if any, and the carrying amount. It is recognised in
surplus or deficit when the asset is derecognised.

1"
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1.5 Financial instruments
Classificatlon

The municipality classifies financial assets and financial liabilities into the following categories:
+  Held-to-mattrity investmentl
*  Loans and receivables

Classification depends on the purpose for which the financial instruments were obtained / incurred and takes place at initial
recognition. Classification is re-assessed on an annual basis, except for derivatives and financial assels designated as at fair
value through surplus or deficit, which shall not be classified out of (he fair value through surplus or deficit category.

Initial recognition and measurement

Financial instruments are recognised initially when the municipality becomes a party to the cantractual provisions of the
instruments.

The municipality classifies financial instruments, or their component parts, on initial recognition as a financial asset, a financial
liabitity or an equity instrument in accordance with the substance of the contractual arrangement.

Subsequent measurement

Loans and receivables are subsequently measured at amortised cost, using the effective interest method, less accumulated
impairment losses.

Held-to-maturity investments are subsequently measured at amortised cost, using the effective interest method, less
accumulated impairment losses.

Receivables from exchange transactions

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost using the
effective interest rate method. Appropriate allowances for estimated irrecoverable amounis are recognised in surplus or deficit
when there is objective evidence that the asset is impaired. Significant financial difficulties of the debtor, probability that the
debtor will enter bankruptcy or financial reorganisation, and default ar delinquency in payments (more than 30 days overdue)
are considered indicators that the trade receivable is impaired. The allowance recognised is measured as the difference
between the asset's carrying amount and the present value of estimated future cash flows discounted at the effeclive interest
rate computed at initial recognition.

The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the deficit is
recognised in surplus or deficit within operaling expenses. When a trade receivable is uncollectible, it is written off against the
allowance account for trade receivables. Subsequent recoveries of amounts previously written off are credited against
operaling expenses in surplus or deficit.

Trade and other receivables are classified as loans and receivables.
Payables from exchange transactions

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective
interest rate method.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid investments that
are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value. These are initially
and subsequently recorded at fair value.

Bank overdraft and borrowings

Bank overdrafts and borrowings are initially measured at fair value, and are subsequently measured at amortised cost, using
the effeclive interest rate method. Any difference between the proceeds (net of transaclion costs) and the settlement or
redemplion of borrowings is recognised over the term of the borrowings in accordance with the municipality’s accounting policy
for horrowing costs.

12
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1.5 Financial instruments {continued)

Held to maturity

These financial assets are inilially measured at fair value plus direct transaction costs.

At subsequent reporting dates these are measured at amortised cost using the effective interest rate melhod, less any
impainnent loss recognised to reflect irecoverable amounts. An impairment loss is recognised in surplus or deficil when there
is objective evidence that the asset is impaired, and is measured as the difference between the investment's carrying amount
and the present value of estimated future cash flows discounted at the effective interest rate computed al initial recognition.
Impairment losses are reversed in subsequent periods when an increase in the invesiment's recoverable amount can be
relaled objectively to an event occuiring after the impairment was recognised, subject to the restriction that the carrying amount
of the investment at the date the impairment is reversed shall not exceed what the amortised cost would have been had the
impairment not been recognised.

Financial assels that the municipality has the positive intention and ability to hold to maturity are classified as held to maturily.'
Impairment of financial assets

The municipality assesses at each slatemenl of financial position date whether a financial asset or group of financial assets is
impaired.

Assets are carried at amortised cost.
1.6 Leases

A lease is classified as a finance lease it it transfers substantially all the risks and rewards incidental to ownership. A lease is
classified as an operaling lease if it does not transfer substantially all the risks and rewards incidental to ownership.

When a lease includes both land and buildings elements, the enlity assesses the classification of each element separately.
Finance leases - lessee

Finance leases are recognised as assets and liabilities in the statement of financial posilion al amounts equal to the fair value
of the leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to the lessor is
included in the statement of financial position as a finance lease aobligation,

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in the lease.
Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The finance
charge is allocated to each period during the lease term so as to praduce a constant periodic rate of return on the remaining
balance of the liability.

Operating leases - lessee

Operating lease payments are recognised as an expense on a straight-line basis over the lease lerm. The difference between
the amounts recognised as an expense and the contractual payments are recognised as an operaling lease asset or liability.

1.7 Impalrment of cash-generating assets

Cash-generaling assets are those assets held by the municipality with the primary objective of generaling a commercial return.
When an assel is deployed in a manner consistent with that adopted by a profit-orientated entity, it generales a commercial
return.

Impairment is a loss in the future economic benelfits or service potential of an asset, over and above the systemalic recognition
of the loss of the asset's future economic benefits or service potential through depreciation {ameriisation).

Carrying amount is the amount at which an asset is recognised in the stalement of financial position after deducting any
accumulated depreciation and accumulated impairment losses thereon.

A cash-generating unit is the smallest idenlifiable group of assets held with the primary objactive of generating 2 commercial
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or
groups of assels.

13



Page 119

Amajuba District Municipality

Annual Financial Statements for the year ended 30 June 2012

Accounting Policies

1.7 Impairment of cash-generating assets (continued)

Cosls of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax
expense.

Depreciation (Amortisation) is the systematic allocation of the depreciable amouni of an asset over its useful life.

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

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

Useful life is either:
{a} the period of time over which an assel is expected to be used by the municipality; or
(b} the number of production or similar units expected to be obtained from the assel by tha municipality.

Identification
When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired.

The municipality assesses at each reporting dale whether there is any indication that a cash-generaling asset may be
impaired. If any such indicalion exists, the municipality estimates the recoverable amaunt of the asset.

Value in use

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived fram the
continuing use of an assel and from its disposal at the end of its useful life.

When estimating the value in use of an asset, the municipality estimates the future cash inflows and cutflows to be derived
from continuing use of the asset and from its ultimate disposal and the municipality applies the appropriate discount rate to
those future cash flows.

Basis for estimates of future cash flows

In measuring value in use the municipality:

. base cash flow projeclions on reasonable and supportable assumplions that represent management's bast estimate
of the range of economic conditions that will exist over the remaining useful life of the asset. Greater weight is given
to external evidence;

«  base cash flow projections on the most recent approved financial budgets/forecasts, but excludes any estimated
future cash inflows or outflows expected to arise from future restructuring’s or from impraving or enhancing the
asset's performance. Projections based on these budgetsfforecasts covers a maximum period of five years, unless a
longer period can be juslified; and

Discount rate

The discount rate is a pre-tax rate that reflects current market assessments of (he time value of money, represented by the
current risk-frea rate of interest and the risks specific to the asset for which the future cash flow eslimates have not been
adjusted.

Recognition and measurement (individual asset)

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is
reduced to its recaverable amount. This reduction is an impairment loss.

An impairment loss is recognised immediately in surplus or deficit.

When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating asset to which it
relates, the municipality recognises a liability only to the extent that is a requirement in the Standard of GRAP.

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

14
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1.7 Impairment of cash-generating assets (continued)
Reversal of impairment loss
The municipality assess at each reporting date whether there is any indication that an impairment loss recegnised in prior
periods for a cash-generating asset may no longer exist or may have decreased. |f any such indication exists, the entity
estimates the recoverable amount of that asset.
A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit.
After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash-generating asset is
adjusted in future periods to allocate the cash-generating assel's revised carrying amount, less its residual value (if any), on a
systemalic basis over its remaining useful life.
In allocating a reversal of an impairment loss for a cash-generaling unit, the carrying amount of an asset is not increased above
the lower of:

+ ils recoverable amount (if determinable); and

»  the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss

been recognised for the asset in prior periods.

The amount of the reversal of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to
the other assets of the unit.

Redeslgnation

The redesignation of assets from a cash-generaling asset ta a non-cash-generating asset or from a non-cash-generating asset
to a cash-generating asset only occir when there is clear evidence that such a redesignation is appropriate.

1.8 Impairment of non-cash-generating assets

Cash-generating assets are those assets held by the municipality with the primary objective of generaling a commercial return.
When an asset is deployed in a manner consistent with that adopted by a profit-orienlated entity, it generates a commercial
relurn.

Non-cash-generaling assets are assels other (han cash-generating assets.

Impairment is a loss in the fulure economic benefits or service potential of an asset, over and above the systemalic recognition
of the loss of the asset’s future economic benefils or service potential through depreciation {amortisalion).

Carmrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any
accumulated depreciation and accumulated impairment losses thereaon.

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax
expense,

Depreciation (Arnortisation) is the systemalic allocation of the depreciable amount of an asset ovar its useful life,

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

Recoverable service amount is the higher of a non-cash-generating asset's fair value less costs to sell and its value in use.
Useful life is either:

{a) the period of time over which an assel is expected to be used by the municipality; or

{b) the number of production or similar units expected to be oblained from the asset by the municipality.
Identification

When the carrying amount of a non-cash-generating asset exceeds ils recoverable service amount, it is impaired.

The municipality assesses at each reporling date whether there is any indication that a non-cash-generating assat may be
impaired. If any such indication exists, the municipality estimates the recoverable service amount of the asset.

15
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1.8 Impairment of nhon-cash-generating assets (continued)
Recognition and measurement

If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the carrying amount of the
assel is reduced to its recaverable service amount. This reduction is an impaiment loss.

An impairment loss is recognised immediately in surplus or deficit.

When the amount eslimated for an impairment loss is greater than the carrying amount of the non-cash-generating asset to
which it relates, the municipality recognises a Hability only to the extent that is a requirement in the Standards of GRAP.

After the recognition of an impairment loss, the depreciation (amottisation) charge for the non-cash-generating asset is
adjusled in fulure periods to allocate the non-cash-generaling asset’s revised carrying amount, less its residual value (if any),
on a systematic basis aver its remaining useful life.

Reversal of an impairment loss

The municipality assess at each reporting date whether there is any indication that an impairment loss recognised in prior
periods for a non-cash-generating asset may no longer exist or may have decreased, If any such indicalion exists, the
municipality estimates the recoverable service amount of that asset.

A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus or deficit.

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

Redesignation

The redesignation of assets from a cash-generaling asset to a non-cash-generaling asset or from a non-cash-generating asset
to a cash-generating asset only occur when there is clear evidence that such a redesignation is appropriate.

1.9 Employee benefits

Short-term employee benefits

The cost of short-term employee benefils, {those payable within 12 months after the service is rendered, such as paid vacation
leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in the period in which the
service is rendered and are not discounted.

Defined contribution plans

Payments to defined contribution retirement benefit plans are charged as an expense as they fall due,

Payments made to industry-managed (or state plans) retirement benefit schemes are dealt with as defined contribution plans
where the municipality's obligation under the scheme is equivalent to that arising in a defined contribution retirement benefit
plan.
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1.9 Employee benefits {continued)
Defined benefit plans
Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan.

Consideration is given to any event that could impact the funds up to end of the reporting period where the interim valuation is
performed al an earlier date.

To the extent that, at the beginning of the financial period, any cumulative unrecognised actuarial gain or loss exceeds ten
percent of the greater of the present value of the prajected benefit obligation and the fair value of the plan assets (the corridor),
that portion is recognised in surplus or deficit over the expected average remaining service lives of participating employees.
Actuarial gains ar losses within the corridor are not recognised.

The amount recognised in the statement of financial position represents the present value of the definad benefit obligation as
adjusted for unrecagnised actuarial gains and losses and unrecognised past service costs, and reduces by the fair value of
plan assets.

Any asset is limited to unrecognised acluarial losses and past service costs, plus the present value of available refunds and
reduction in future contributions to the plan.

Other post retirement obligations
The municipality provides post-retitement health care benefits upon retirement to some retirees.

The entilement to post-retirement health care benefits is based on the employee remaining in service up to reliremenl age and
the completion of a minimum service period. The expected cosls of lhese benefits are accrued over the period of employment.

1.10 Provisions and contingencies

Provisions are recognised when:
«  the municipality has a present obligation as a result of a paslt evenl;
« itis probable that an oulflow of resources embodying economic benefits or service potential will be required to
settle the ohligation; and
«  areliable estimate can be made of the obligation.

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

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures
expected to be required to setlle the obligation.

The discount rate is a pre-tax rate thal reflects current market assessments of the time value of money and the risks specific to
the liability.

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the municipality
seftles the obligation. The reimbursement is treated as a separate asset. The amount recognised far the reimbursement does
not exceed the amount of the provision,

Pravisions are reviewed at each reponling date and adjusted to reflect the current best estimate. Provisions are reversed ifit is
no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to seltle the
obligation.

A provision is used only for expenditures for which the provision was originally recognised.

Provisions are not recognised for future operating deficits.

if an entity has a conlract that is onerous, the present obligation (net of recoveries) under the contract is recognised and
measured as a provision.

Contingent assets and contingent liabilities are not recognised,
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1.11 Revenue from exchange transactions

Revenue is the gross inflow of economic benefits or service potential during the reporling period when those inflows result in an
increase in net assets, other than increases relating to contributions from owners.

An exchange fransaction is one in which the municipalily receives assets or services, or has liabilities extinguished, and directly
gives approximately equal value (primarily in the form of goods, services or use of assels) to the other party in exchange.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in
an amm's length transaction.

Measurement
Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates.
Rendering of services

When the outcome of a transaclion involving the rendering of services can be estimated reliably, revenue associated with
the transaclion is recognised by reference to the stage of completion of the transaction at the reporting date. The cutcome
of a transaction can be estimated reliably when all the following conditions are satisfied:

. the amount of reventte can be measured reliably;

+ jtis probable that the economic benefits or service potential associated with the transaclion will flow to the

municipality;
+  the stage of completion of the transaction at the reporting date can be measured reliably; and
. the costs incurred for the transaction and the costs to complele the transaction can be measured reliably.

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a
straight line basis over the specified time frame unless there is evidence that some other method better represents the stage of

complelion. When a specific act is much more significant than any other acts, the recognilion of revenue is postponed until the
significant act is executed.

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised
only to the extent of the expenses recognised thal are recoverable.

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of
completion is determined by services performed fo date as a percentage of lolal services to be performed.

1.12 Revenue from non-exchange transactions

Non-exchange transaclions are defined as transactlions where the entity receives value from another entity without directly
giving approximately equal value in exchange.

Revenue is the gross inflow of economic benefits or service potential during the reporiing period when those inflows result in an
increase in net assets, olher than increases relating to contributions from owners.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in
an amm's length fransaction.

Measurement

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates.
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1.12 Revenue from non-exchange transactions {continued)
Government grants

Government grants are recognised as revenue when:

« itis probable that the ecocnomic benefils or service potential assaciated with the transaction will flow to the

municipality,

. the amount of the revenue can be measured reliably, and

s to the extent lhat there has been compliance with any restrictions associated with the grant.
The municipality assesses the degree of certainty attached to the flow of fulure economic benefits or service potential on the
basis of the available evidence. Certain granls payable by one level of government to another are subject to the availability of
funds. Revenue from these grants is only recognised when it is probable that the economic benefils or service polential
assaciated with the transaction will flow to the municipality. An announcement at the beginning of a financial year that grants
may be available for qualifying entities in accordance with an agreed programme may not be sufficient evidence of the
probability of the flow. Revenue is then only recognised once evidence of the probability of the flow becomes available.

Restrictions on government grants may result in such revenue being recognised on a lime proportion basis. Where there is no
restriction on the period, such revenue is recognised an receipt or when the Act becomes effective, which-ever is earlier.

When government remit grants on a reiimbursement basis, revenue is recognised when the qualifying expense has been
incurred and to the extent that any other restrictions have been complied with.

Other grants and donations
Ofther grants and donations are recognised as revenue when.
. it is probable that the economic benefits or service potential associated wilh the transaction will flow to the
municipality;
. the amount of the revenue can be measured reliably; and
. to the extent that there has been compliance with any restrictions associated with the grant.

If goods in-kind are received without conditions attached, revenue is recognised immediately. If condilions are attached, a
liability is recagnised, which Is reduced and revenue recognised as the conditions are salished.

1.13 Investment income
Investment income is recognised on a time-proportion basis using the effeclive interest method.
1,14 Borrowing costs

It is inappropriale to capitalise borrowing costs when, and only when, there is clear evidence that it is difficult to fink the
borrowing requiremeants of an enlity directly to the nature of the expenditure to be funded i.e. capital or current.

Borrowing cosls are recognised as an expense in the period in which they are incurred.

1.15 Comparative figures

Where necessary, comparalive figures have been reclassified to conform to changes in presentation in the current year.
1.16 Unauthorised expenditure

Unauthorised expenditure means:
+  averspending of a vote or a main division within a vote

All expenditure relaling to unauthorised expenditure is recognised as an expense in the statement of financial performance in
the year that the expendilure was incurred. The expenditure is classified in accordance with the nature of the expense, and
where recovered, it is subsequently accounted for as revenue in the slalement of financial performance.

1.17 Fruitless and wastefu! expenditure

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been
exercised.
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1.17 Fruitless and wasteful expenditure {(continued)

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the
expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance.

1.18 lrregufar expenditure

Irregular expenditure that was incurred and identified during the current financial and which was condoned before year end
and/or before finalisation of the financial statements must also be recorded appropriately in the irregular expendilure register. In
such an instance, no further action is also required with the exception of updating the note to the financial statements.

Irregular expenditure that was incurred and identified during the current financial year and for which condonement is being
awaited at year end must be recorded in the irregular expenditure register. No further action is required with the exception of
updating the note to the financial statements.

Where irregular expenditure was incurred in the previous financial year and is only condoned in the following financial year, the
register and the disclosure note to the financial statements must be updated with the amount condoned.

Irregular expenditure thal was incurred and identified during the current financial year and which was not condoned by the
National Treasury or the relevant authority must be recorded appropriately in the imegular expenditure register. If liability for the
irregular expenditure can be attributed to a person, a debt account must be created if such a person is liable in law. Immediate
steps must thereafter be taken to recover the amount from the person concerned. If recovery is not possible, the accounting
officer or accounting authority may write off the amount as debt impairment and disclose such in the relevant note to the
financial statements, The iregular expenditure register must also be updated accordingly. If the imegular expenditure has not
been condoned and no person is liable in law, the expenditure related thereto must remain against the relevant
programme/expenditure item, be disclosed as such in the note to the financial statements and updated accordingly in the
irregular expenditure register.

Irregular expenditure is expendilure that is contrary to the Municipal Finance Managerment Act (Act No.56 of 2003), the
Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act {Act No. 20 of 1998) or is in contravention of the
economic entity’s supply chain management policy. Irregular expenditure excludes unauthorised expenditure. lrregular
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is subsequently
accounted for as revenue in the Statement of Financial Performance.

1.19 Use of estimates
The preparation of annual financial statements in conformity with Standards of GRAP requires the use of certain critical }
accounting estimates. It also requires management o exercise its judgement in the process of applying the municipality’s !
accounting policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and

estimates are significant to the annual financial statements are disclosed in the relevant sections of tha annual financial

statements. Although these estimates are based on management's best knowledge of current events and actions they may

undertake in the future, actual resulls ultimately may differ from those estimates.

1.20 Presentation of currency

These annual financial statements are presented in South African Rand.

1.21 Offsetting

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

1.22 Investments

Where the carrying amount of an investment is greater than the eslimated recaverable amount, it is written down immediately
to its recoverable amount and an impairment loss is charged lo the statement of financial performance.

1.23 Conditional grants and receipts
Revenue received from conditional grants, donatians and funding are recognised as revenue to the extent that the municipality

has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the criteria,
conditions or obligations have not been met a liability is recognised.
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1.24 Segmental Information

Segmental information on property, plant and equipment, as well as income and expenditure, is set outin Appendices C and D,
based on the International Gevernment Financial Statistics classifications and the budget formats prescribed by Nalional
Treasury. The municipality operates solely in its area of jurisdiction as determined by the Demarcation Board.

Segment informaticn is prepared in conformity with the accounting policies applied for preparing and presenting the financial
statements.

1.25 Budget information

Municipality are typically subject to budgetary limits in the form of appropriations or budget authorisations {or equivalent), which
is given effect through authorising legislalion, approprialion or simitar.

General purpose financial reporting by municipality shall provide information on whether resources were obtained and used in
accordance with the legally adopted budget.

The annual financial statements and the budget are not on the same basis of accounting therefore a reconciliation between the
statement of financial performance and the budget have been included in the annual financial statements. Refer to note 35&41.

1.26 Related partles

The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by the South
African Government. As a consequence of the constilutional independence of the three spheres of government in South Africa,
only entities within the local sphere of government are considered lo be relaled parties.

Only transactions with related parties not at arm's length or not in the ordinary course of business are disclosed.

4.27 Other accounting policy 1
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2. New standards and Interpretations
2.1 Standards and interpretations effective and adopted in the current year

In the current year, the municipality has adopled the following standards and interpretations that are effective for the current
finrancial year and that are relevant to its operations:

Standard! Interpretation: Effective date: Expected [mpact:
Years beginning on or
after
+« IGRAP 2: Changes in Existing Decommissicning, 01 April 2011

Restoration and Similar Liabilities
. IGRAP 3: Determining Whether an Arrangement Contains 2 01 April 2011
Lease
* IGRAP 4: Rights to Interests Arising from 01 April 2011
Decommissioning, Restoration and Environmental
Rehabilitation Funds
. IGRAP 5; Applying the Restatement Approach under the 01 April 2011
Standard of GRAP on Financial Reporting in
Hyperinflationary Economies
. IGRAP 6: Loyalty Programmes 01 April 2011
IGRAP 8: Agreements for the Construction of Assets frem 01 April 2011
Exchange Transactions

. IGRAP 9: Distributions of Non-cash Assets to Owners 01 April 2011

. IGRAP 10: Assets Received from Customers 01 April 2011

. IGRAP 13: Operating Leases — Incentives 01 April 2011

»  |GRAP 14: Evaluating the Substance of Transaclions 01 April 2011
Involving the Legal Form of a Lease

. IGRAP 15:; Revenue — Barter Transactions Involving 01 April 2011
Advertising Services .

. GRAP 1 (as revised 2010): Presentation of Financial 01 April 2011
Statements

. GRAP 2 (as revised 2010): Cash Flow Statements 01 April 2011

. GRAP 3 (as revised 2010): Accounting policies, Changes in 01 April 2011
Accounting Estimates and Errors

. GRAP 4 (as revised 2010); The Effects of Changes in 01 April 2011
Foreign Exchange Rales

* GRAP 9 (as revised 2010): Revenue fram Exchange 01 April 2011
Transactions

*»  GRAP 10 (as revised 2010): Financial Reporling in 01 April 2011
Hyperinflationary Economies

*»  GRAP 11 (as revised 2010). Construction Conltracts 01 April 2011

+  GRAP 12 (as revised 2010): Inventories 01 April 2011

- GRAP 13 {as revised 2010): Leases 01 April 2011

+  GRAP 14 (as revised 2010): Events After the Reporling 01 April 2011
Date

* GRAP 16 (as revised 2010): Investment Property 01 April 2011

. GRAP 17 (as revised 2010): Praperiy, Plant and Equipment 1 April 2011

«  GRAP 19 (as revised 2010): Provisions, Contingent 01 April 2011

Liabilities and Contingent Assets

. GRAP 100 (as revised 2010): Non-current Assets Held for 01 Aprit 2011
Sale and Discontinued Operations

*  GRAP 105: Transfers of functions between entities under 01 April 2011
common control
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3. Property, plant and equipment
2012 2011
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valuation depreciation Valuation depreciation
and and
accumutated accumulated
impairment impairment
Buildings 45 579 234 (6595660) 39983574 45531 544 (4073 334) 41458210
Plant and machinery 8 108 736 (3 306 292) 4 802 444 7 845600 (2 172 328) 5673272
Furniture and fixtures 2 186 062 (1 312 824) 873238 2097 827 (1 060 393) 1037 434
Matar vehicles 6 512 594 (4 097 151) 2415443 5768 320 (3 307 160) 2 461 160
Office equipment 4746 699 (2 984 899) 1761800 4 447 757 (2 079 805) 2 367 952
Park facilities 14 345 224 (1242 264) 13102960 12 338 270 (616 491) 11721779
Water network 146 022 {4 331) 141 691 - - -
Total 81624571 (18543421) 63081150 78029318 (13309611) 64719807
Reconciliation of property, plant and equipment - 2012
Opening Additions Depreciation  Impairment Total
balance loss
Buildings 41 458 210 47 689 (1522 325) - 39983574
Plant and machinery 5 680 562 255 149 (1133 267) - 4802 444
Furniture and fixtures 1043 480 87 500 {252 430) (5312) 873238
Motor vehicles 2 450 608 765 378 (789 991) {10 552) 2415443
Office equipment 2 280 945 472 956 (905 094) (87 007) 1761 800
Park facilities 11721779 2 006 954 (625 773) - 13102 960
Water network 141 691 - - - 141 691

64 777 275 3635626 (5 228 880) (102871) 63081150

Reconciliation of property, plant and equipment - 2011

Opening Additions Transfers Depreciation Total

balance
Buildings 35624 101 0907 443 - {4073 334) 41458 210
Plant and machinery 3 459 078 4395830 - {2 181 636) 5673272
Furniture and fixtures 11434713 320 471 - {10717 750) 1037 434
Motor vehicles 5 499 899 268 421 - {3 307 160} 2 461 160
Office equipment 3688 127 759 630 - {2 079 805) 2 367 952
Park facilities 12 338 270 - - (616 491} 11721779
Water network 146 022 - (141 691) (4 331} -

72190 210 15 651 795 (141 691) (22980507} 64 719 807

Reconciliation of Work-in-Progress 2012

Included within Total
Community
Additions/capital expendilure 998 939 998 939

A register containing the information required by section 63 of the Municipal Finance Management Act is available for
inspection at the registered office of the municipality.
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4. Intangible assets
2012 2011
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valuation amortisation Valuation amortisation
and and
accumulated accumulated
impairment impairment
Compuler software 1321 087 (832 890) 488 197 1 154 888 {641 823) 513 065
Reconciliation of intangible assets - 2012
Opening Additions Amortisation Total
balance throudgh entity
combinations
Computer software 513 065 166 199 (191 067) 488 197
Reconciliation of intangible assets - 2011
Opening Amortisation Total
balance
Computer software 1154 888 (641 823) 513 065
5. Investmentin Associate
Name of company Held by % holding % holding  Carrying Carrying
2012 2011 amount 2012 amount 2011
uThukela Water (Pty) Lid Amajuba DM 33.33% 33.33% 744474666 775117 417
Invesiment carrying value is made up as follows:
33% of issued shares (100 shares al R0,01 each) 33 33
33% of retained portion of uThukela Water profit 744 474 633 775 117 384
Market value and Council's valuation of this investment 744 474 666 778 117 417
Market value and Council's valuation of this investment
Summary of uThukela Water (Pty)Ltd Financial Information:
30 June 2012 30 June 2011
Equity 2255983735 2 348 839 659
Liabilities {242 147 096) {242 236 437)
Total Equity and Liabilities 2013 836 639 2 106 603 222
Total Assets 2013836 639 2 106 603 222

The annual financial statlements of Uthukela Water (Pty)Ltd are prepared for the accounting period 01 July 2011 to 30 June
2012 , which is the same as the Amajuba District Municipality ,no adjustments were made to this effect.

No loans were made to or received from the associate.

No shares were sold hor any acquired during the year.
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6. Prepayments
Halleluya Entertainment 2011 Kwanaloga games 580 964
accomodation
Cenlral Route Media TR 2011 Kwanaloga games 950 795
accomodation
Lindinhlanhla Business 2011 Kwanaloga games 475 380
accomodatian
2007 139
7. Receivables from exchange transactions
Sundry debtors 231 976 659 562
8. VAT receivable
VAT 7 840 263 3927 227

VAT is payable on the receipt basis. Only once payment is received from debtors is VAT paid over to SARS.
9, Cash and cash equivalents

Cash and cash equivalents included in the statement of financial position comprise the fallowing statement of amounts
indicating financial position:

Pelty cash 3000 3006
Bank balances 735 501 -
Call investment deposits 6793219 1398 257
Bank overdraft - {13 049 866)

7531720 (11 648 603)
Current assets 7531720 1 401 263
Current liabilities - {13 049 866)

75831720 {11 648 603)

No cash and cash equivalents (or portions thereof) were pledged as security for any financial liabilities.
No restrictions exist with regard to the use of cash.
No portion is past due or impaired.

These amounts best represent the maximum exposure to credit risk at the end of the reporting period, without taking account of
any collateral held or other credit enhancements.

Credit quality of cash at bank and short term deposits, excluding cash on hand
The credil quality of cash at bank and short term deposits, excluding cash on hand that are neither past due nor impaired can

be assessed by reference to external credit ralings.
Although credit qualily can be assessed, the municipality did not apply any metheds to evaluate the credit quality
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9. Cash and cash equivalents (continued)
The municipality had the following bank accounts
Account number / description Bank statement balances Cash book balances
30 June 2012 30 June 2011 30 June 2010 30 June 2012 30 June 2011 30 June 2010
ABSA BANK - Chegue Account - 735501 (13 049 866) 1082716 735501 (13 049 866) 1082716
405 347 2593 :
ABSA BANK - 32 Day Notice - 1284 101 1284 101 - 1284 101 - -
907 431 6117
STANDARD BANK - 32 Day 120 016 114 156 - 120 016 - -
Notice - 068 448 3090 02
FIRST NATIONAL BANK - S0 5389 102 - - 5389 102 - -
Day Fixed - 743 545 87212
Total 7528720 (11 651609) 1082716 7528720 {13 049 866} 1082716
10. Finance lease obligation
Capitalised Lease Liability - 17 161
Sub-Total - 17 161
Less: Current Portion Transferred lo Current Liabilities - (17 181)
Capitalised Lease Liability - (17 161)
Total External Loans - -
Minimum lease payments due
- within one year - 17 161
- 17 161
less: future finance charges - (17 161)

Present value of minimum lease payments - -

It is municipality policy to lease certain [property]motor vehicles and equipment under finance leases.

Inlerest rates are fixed at the conlract date. All leases have fixed repayments and no arrangements have been entered into for
contingent rent.
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11. Unspent conditfonal grants and receipts
Unspent conditional grants and receipts comprises of:
Unspent conditional grants and receipts
MIG Grant 18 137 846 5 095 060
Emadlangeni bulk water grant - 1333038
Shared services grant 799 969 799 969
2010 Sports Stadia Grant - Monte Vista 7422 040 8811948
Sports & recreation grant 2310000 -
National lottery grant 3 116 000 3 116 000
Inter-government relation grant 417 000 417 000
Govemnance Expert Grant 436 271 436 271
Department of Public Works grant 1210000 411 000
Massification grant 1978 000 1978 000
Rozd Asset Management System Grant 1304 872 -
Skills Development Grant 226 128 -
Boareholes Maintenance Grant 986 651 -
COGTA Groundwater Maintenance Grant 1089 263 -
Finance Management Grant 1004 920 -
40 438 960 22 398 286
Movement during the year
Balance at the beginning of the year 22 398 286 25192 652
Additions during the year 143 351 579 129 125 070
Income recognition during the year (125 310 905) {131 919 438)
40 438 960 22 398 286

Refer to Appendix G for a reconciliation of Condilional Grants and Receipts from National and Provincial Government and
Other Donations and Public Contributions.

12. Provisions

Reconciliation of provisions - 2012

Opening Additions  Ulilised during  Reversed Total
Balance the year  during the year
Staff leave 569 538 829 893 (434 820) - 964 611
Performance bonuses 1011101 - - (323 969) 687 132
1 580 639 829893 (434 820) {323 969) 1651743
Reconciliation of provisions - 2011
Opening Additions  Utilised during Total
Balance the year
Staff leave 832 186 - (262 648) 569 538
Perfomance bonuses 605 350 405 751 - 1011 101
1437 536 405 751 (262 648) 1 580 639

Performance bonuses are paid to employees subject to ceriain conditions. The provision is a calculation of the amount due to
employees at the reporting date. Performance bonuses are measured at face value as it is expected that these would normally
be paid shorlly after the financial year end once performance evaluations have been completed.
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13. Payables from exchange transactions
Trade payables 38 549 909 30017 589
Retentions 8 438 368 9 350 282
Other creditors 387 274 827 074

47 375 551 40194 945
14. Financial liabilities by category
The accounting policies for financial instruments have been applied to the line items below:
2012

Financial Total

liabilities at
amortised cost

Other financial liabilities 8 438 368 8 438 368
Trade and other payables 38 549909 38 549 909
Sundry Creditors 387 274 387 274

47 375 551 47 375 651
2011

Financial Total

liabilities at
amortised cost

Other financial liabilities 9 350 282 9 350 282
Trade and other payables 30017 589 30017 589
Sundry Creditors 827 074 827 074

40 194 945 40194 945
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15. Government grants and subsidies
Equitable share 44 873 000 26 110 325
DWAF Water operating subsidy 1 585 000 -
Operating projects grant 34 896 835 47 538 263
Levies replacement grant 43 698 000 52 220 649
MSIG grant 790 000 750 000
Finance management grant 245 080 1 000 000
Skills development grant - 8 847
Water demand management 235729 -
Road asset management 382 128 -
Tourism signage development grant 42 750 -
Gambling board subsidy - 426 502

126 748 522 128 064 586

Equitable Share

In terms of the Constitution, this grant is used fo subsidise the provision of basic services to indigent community members.

Municipal Infrastructure Grant

Balance unspent at beginning of year
Current-year receipts
Conditions met - transferred to revenue

Conditions still to be met - remain liabilities (see note 11).

Emadlangenl Bulk Water Supply

Balance unspent at beginning of year
Current-year receipts
Conditions met - transferred to revenue

Conditions still to be met - remain liabilities (see note 11).

Tourism Signage

Balance unspent at beginning of year

Conditions still to be met - remain liabilities (see note 11).

2010 Base Camp and Academy {Monte Vista)

Balance unspent at beginning of year
Conditions met - transferred to revenue

Conditions stili to be met - remain liabilities (see note 11).

Sports and Recreation Grant

Current-year receipts
Other

5095 060 5095 060
41211 000 -
(28 168 214) -
18 137 846 5 095 060
1333038 1333038
8 746 100 -
(5615 308) -
4463 830 1333 038
799 969 799 969
8811948 8811948
(1 389 908) -
7422040 8811948
1 365 000 -
945 000 -
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15. Government grants and subsidles (continued}

2310000 -
Conditions still ta be met - remain liabilities (see note 11).
National Lottery
Balance unspent at beginning of year 3 116 000 3 116 000
Conditions slill to be met - remain liabilities (see note 11).
Inter-Governmental Relatlons Grant
Balance unspent at beginning of year 417 000 417 Q0O
Conditions still to be met - remain liabilities (see note 11).
Governance Expert Grant
Balance unspent at beginning of year 436 271 436 271
Conditions still to be met - remain liabilities (see note 11).
Public Works {EPWP) Grant
Balance unspent at beginning of year 411 000 411000
Current-year receipls 799 000 -

1210 000 411 000
Conditions still to be met - remain liabilities (see note 11).
Massification Grant
Balance unspent at beginning of year 1978 000 1978 000
Conditions still to be met - remain liabilities {see note 11).
WC/WD Management Grant
Curent-year receipts 770000 -
Conditions met - transferred to revenue (770 000) -
Conditions still to be met - remain liabilities (see note 11).
WSDP Grant |
Current-year receipls 512025 -
Condilians met - transferred to revenue (512 025) -

Conditions still to be met - remain liabilities (see note 11).

Road Asset Management System Grant
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15, Government grants and subsidies (continued)
Current-year receipts 1 687 000 -
Conditions met - transferred to revenue (382 128) -
1304 872 -

Conditions stilt 1o be met - remain liabilities (see note 11).
16. Otherrevenue
Sundry income 303 013 56 813 348
17. General expenses
Adverlising 322 138 697 834
Assessment rates & municipal charges 149 786 305 002
Auditors remuneration 812 984 1 402 565
Bank charges 300 453 276772
Cleaning 414 111 354 508
Consulting and professional fees 701 397 2754 288
Entertainment 122 842 569 275
Insurance 345671 266 137
Conferences and seminars 101 619 232 055
IT expenses 2475 104 618
Audit Commitee Costs 377 415 88 453
Lease rentals on operating lease 377 019 250 537
Fleet 312 943 282 744
Internal Audit Fees 842 830 139 641
Levies - SALGA 208 815 614
Magazines, baoks and periodicals 4 137 76 630
Placement fees 4 050 11700
Postage and courier 3430 5720
Prinling and stationery 159 261 355 526
Promotions 99 338 1939 205
Protective clothing - 11 591
License fees 311 562 136 578
Telephone and fax 1 586 556 1238 269
Training 199 835 364 051
Travel - local 1297 287 2018 944
Electricity 662 022 524 389
Water - 398
Tourism development 185 492 614 351
Other operating expenses 3001 429 6 507 283
Grant Funded Expenditure 37 672 280 52 320 205
LED Projects Cost 631339 7 497 027
Sports Debvelopment Programmes 2178 826 5331 501
Disaster Management Programmes 427 710 1891681
WSP Conltributions 28 041 381 14 524 433
Social Development Programmes 2210 162 47 229 240

84 068 595 150 324 765

18. Operating deficit

Operating deficit for the year is stated after accounting for the following:
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18. Operating deficit (continued)
Operating lease charges
Equipment
. Contractual amounts 377 019 250 537
Gain on sale of property, plant and equipment - 184 633
Impairment on property, plant and equipment (102 871) -
Depreciation on property, plant and equipment 5419 947 4 420 665
Employee costs 38033788 35 489 821
Remuneration of Councillors 42322 846 3885817
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19. Employee related costs
Basic 25 504 466 27 234 944
Bonus 2777309 2188970
Medical aid - company contributions 1 159 569 1068 721
UIF 127 973 127 757
WCA 465 102 -
SDL 346 472 317 663
Other payroll levies 147 891 143 545
Leave pay provision charge 829 893 569 538
Post-employment benefits - Pension - Defined contribution plan 2 395532 2242 042
Travel, motor car, accommodation, subsistence and other allowances 1800616 1248
Overlime paymenls 292 429 1449238
Housing benefits and allowances 219 287 141 865
Bargaining council contribution 6729 4293
38 073 268 35489821
Remuneration of Municipal Manager
Annual Remuneration 559 017 -
Car Allowance 232 160 -
Other 137 293 -
928 470 -
The Municipal Manager has been in the employ of the municipality for 10 months of the financial year.
Remuneration of Chief Financial Officer
Annual Remuneration 462 833 -
Car Allowance 59 500 -
Other 11 671 -
534 004 -
The Chief Financial Officer has been in the employ of the municipality for 7 months of the financial year.
Corporate services
Annual Remuneration 425 338 658 827
Car Allowance 181 906 -
Performance Bonuses - 97 844
Other 94 976 92 881
702 220 849 552
Director of Engineering services
Annual Remuneration 274 940 658 827
Car Allowance 57 500 -
Performance Bonuses - 97 844
332 440 756 671

The Director. Engineering Services has been in the employ of the municipalit for 5 months of the financial year.

Director of development planning
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19, Employee related costs (continued)
Annual Remuneration 425070 658 827
Car Allowance 215329 -
Performance Bonuses - 97 844
Other 61 821 -
702 220 756 671
Director of Community Services
Annual Remuneration - 658 827
Performance Bonuses - 97 844
Acling Allowance - 178 538
- 935 209
20. Remuneration of councillors
Mayor 647 583 434 417
Deputy Mayor 403 161 64 745
Executive Committee Members 728 251 1 000 037
Speaker 608 361 280 892
Councillors 1935530 2105726
4222 946 3885 817
21. Investment revenue
Interest revenue
Bank 970 238 1849 253
22. Depreciation and amortisation
Property, plant and equipment 5419947 4 420 685
23. Finance costs
Other interes. paid 32 383 5 586
24. Auditors' remuneration
Fees 812 984 1 402 565
25, Contracted services
Informalion Technology Services 37 249 9418
Security Services 1769 281 1199 268
Water Taitker Services 5205 290 -
Hygiene Services 19 158 53 900
7 030978 1262 h86
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26, Cash generated from (used in) operations
Deficit (11961 167) (10 336 309)
Adjustments for:
Depreciation and amortisation 5419947 4 420 685
Profit on sale of assels 102 871 {184 633)
Impairment reversals (102 871) -
Movements in provisions 71104 (1 849 253)
Contributions from Reserves - Current - (51 640 698)
Changes in working capltal:
Receivables from exchange transactions 427 586 -
Consumer debtors - 332617
Prepayments 2007 140 -
Payables from exchange transactions 7 180 606 -
VAT (3331 601} (5 101 072)
Unspent conditional granls and receipls 18 040 674 2794 3656
Trade Payables - (5261 347)
Interest payable - (5677)

17 854 289 {66 831 241)
27. Commitments
Authorised capital expendI|ture
Already contracted for and provided
. Property, plant and equipment 66 818 000 66 580 400
Mot yet contracted for and authorised by Council
. Property, plant and equipment 7 500 000 2 466 Q00

This commitied expenditure relates to projects and will be financed by condilional grants and funds internally generated

28. Contingencies

Litigation is in the process against the municipality relating to a dispute with a service provider who alleges that the municipality
has contravened a contract by terminating the contract prior to the termination and is seeking damages of R 3 961 000. The
municipality’s lawyers and management consider the likelihood of the action against the municipality being successful as
unlikely, and therefore no provision has been made in the financial stalements.

29. RIsk management

Capital risk management

The municipality’s objectives when managing capital are to safeguard the municipality’s ability to continue as a going concern
in order to provide returns for member and benefits for other stakeholders and to maintain an optimal capital structure to
reduce the cost of capital.

There are no externally imposed capital requirements.

There have been no changes to what the municipality manages as capital, 1he strategy for capilal maintenance or extemnally
imposed capital requirements from the previous year.

Liquidity risk

The municipality's risk to liquidity is a result of the funds available to cover future commitments. The municipality manages
liquidity risk through an ongaing review of fulure commitments and credit facilities.
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29, Risk management (continued)
interest rate risk

As the municipality has no significant interest-bearing assets, the municipality’s income and operating cash flows are
substantially independent of changes in market interest rates.

Credit risk

Credit risk consists mainly of cash deposits and cash equivalents. The municipality only deposits cash with major banks with
high quality credit standing and limits exposure to any one counler-party.

30. Going concern

We draw altention to the fact that at 30 June 2012, while the municipality had total accumulated surpluses of R 734 181 718,
the the current liabilities exceeded the current assets by R73 862 295 and that the available cash resouirces did not cover the
commitments for unspent condilional grants with an amount of R32 907 240 uncovered .

The annual financial slalements have been prepared on the basis of accounting policies applicable to a going concern. This
basis presumes that bath Provincial and National government have neither the intention nor the need to liquidate or curtail
matenally the scale of funding of the municipality.

31, Events after the reporting date

The Seclion 139 intervention that was imposed by the MEC of COGTA in the province on the water entity uThukela Water (Pty)
Lidd was lifted. This means that the WSAs, of which Amajuba District Municipality is one, must now exercise full responsibiltiy
as WSAs. There is discussion going on on dissolution of the entity and the WSAs resuming full responsibility on the waler and
sanitation function.

32. Unauthorlsed expenditure

Unauthorised expenditure 32 907 240 49 892 425

The unauthorised expenditure for the current financial year relates to the spending of conditional grants on other matters
notrelated to the grant conditions.

For the previous financial year, the matter is still under investigation and appropriate action will be taken when the matter is
finalised

There is currently no disciplinarhy action taken in respect to this unauthorised expenditure
33. Fruitless and wasteful expenditure

Fruilless and wasteful expenditure 32383 5 586

Fruitless and wasteful expenditure relates to interest charged on late payment of supplier invoices and early redemption of call
deposit.

34, f{rregular expenditure

Opening balance 62 844 406 20946 188
Add: Irreguiar Expenditure - current year 17 154 355 41898 218
79 998 761 62 844 406
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34, Irregular expenditure (continued)
Analysis of expendIture awalting condonation {under investigation)
Current year 17 154 356 -
Prior years 62 844 406 -

79 998 761 -
Details of irregular expenditure — current year

Disciplinary steps taken/criminal proceedings
Overpayment of Councilor Allowances None - pending MEC directive 384 421
Procurement done outside PPPFA Regulations None - SCM Policy & Procedure to be reviewed 10 184 344
Procurement outside SCM not ratified None 6 585 590
17 154 355

35. Reconcliliation between budget and statement of financial performance
Recaoncilialion of budget surplus/deficit with the surplus/deficit in the statement of financial perfformance:
Net deficit per the statement of financial performance (11 961 167) (10 336 309)

36. Reconciliation between budget and cash flow statement

Reconciliation of budget surplus/deficit with the net cash generated from operating, investing and financing activities:

Operating activitles
Basis differences 17 854 289

Investing activities
Basis differences (3 804 6986)

Financing activities
Basis differences 5230730

Net cash generated from operating, investing and financing activities 19 180 323

37. Additional disclosure in terms of Municipal Finance Management Act

Contributions to organised local government

Current year subscription / fee 208 815 183 468
Amount paid - current year (208 815) (183 468)
Audlt fees

Cusrent year subscription / fee 812984 1402 565
Amount paid - current year (812 984) (1 402 565)
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37. Additional disclosure In terms of Municipal Finance Management Act (continued)
PAYE and UIF
Current year subscription / fee 7 095 245 -
Amount paid - current year (7 095 245) -
Pension and Medical Ald Deductions
Current year subscription / fee 3378 586 3310762
Amount paid - current year (3378 586) (3310 762)
VAT
VAT receivable 7 840 263 3927 227

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

Supply chain management regulations {(SCM Deviatlons)

In terms of section 36 of the Municipal Supply Chain Management Regulations any deviation from the Supply Chain
Management Policy needs to be approved/condoned by the Municipal Manager and noted by Council. The expenses incurred

as listed hereunder have been condoned.

Incident

Purchase of Mayoral Vehicle

Emergency Supply of Water - Emadlangeni
Assessment of Water Sources, Drilling of production boreholes and Geological
Services

IDP/Budget Roadshows Event Management
Security services - temporary

Acquisition and Commissioning of CaseWare
SALGA Games - Calering and Transport
Extention of PABX System for new building
Other

Refer to Appendix G far additional information

38. Actual operating expenditure versus budgeted operating expenditure

750 000
225 8296
1122 140

1075000
494 264
141 257
303 700

87 780
32833

41898 218

4232 870

41 898 218

Refer to Appendix A for the comparison of actual operating expenditure versus budgeted expenditure.

39. Actual capital expenditure versus budgeted capital expenditure

Refer to Appendix B for the comparison of actual capital expenditure versus budgeted expenditure,
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40. Deviation from supply chain management regulations

Paragraph 12(1)(d)(i) of Government gazette No. 27636 issued on 30 May 2005 slates that a supply chain management policy
must provide for the procurement of goods and services by way of a competitive bidding procass.

Paragraph 36 of lhe same gazefte slates that the accounting officer may dispense with the official procurement process in
certain circumstances, provided that he records the reasons for any deviations and reporis them to the next meeting of the
accounting officer and includes a note to the annual financial statements.

The services and goods as detailed above were procured during the financial year under review and the process followed in
procuring those goods deviated from the provisions of paragraph 12(1){d)(i) as stated above. The reasons for these deviations
were documented and reported to the accounting officer who considered them and subsequenily approved the deviation from
the normal supply chain management regulations.

The deviations were reported to Council and ratified by Council as per the municipality's Supply Chain Management Policy.
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41, Statement of comparative and actual information
2012
Original Budget Final budget Actual Variance Actual Acti
budget adjustments outcome outcome as % outcom
{i.t.o. s28 and : of final budget of oric
531 of the bud;
MFMA)
Financial Performance
Service charges 8 705 000 8705 000 8 705 000 - 8 705 000 -%
Investment revenue 2 000 000 200 000 200 000 970 238 (770 238) 485 %
Transfers recognised - 92 138000 94893000 94893000 126748522 (31855 522) 134 %
operational
Other own revenue 5225 000 270 000 270 000 303013 (33 013) 112 %
Total revenue {exciuding 108 068 000 104 068 000 104068000 128021773 (23 953 773) 123 %
capital transfers and
contributions}
Employee costs (39977 000) (36 115000) (36 115000) (38 073 268) 1958 268 105 %
Remuneration of councillors {4646 000) (5532000} (5532000) (4222946) (1309054) 76 %
Depreciation and asset (1318000) (1758000) (1758000} (5419947) 3 661947 308 %
impairment
Finance charges - - - (32 383) 321383 DIVIO % D
Other expendilure (61027 000) (42706 000) (42706 000) (92234 398) 49528 396 216 %
Total expenditure (106 868 00C) (86 111 000) (86 111 000) (139 982 940) 53 871 940 163 %
Surplusi{Deficit) 1400000 17957000 47957000 (11961 167) 29918 167 {67)% {1
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41. Statement of comparative and actual information {continued)
Orlginat Budget Final budget Actual Variance Actual ActL
budget adjustments outcome outcome as % outcomu
{i.t.0. 528 and of final budaet of orig
s31 of the bud;
MFMA)
Transfers recognised - capital 76093000 75397000 75397 000 - 75397 000 - %
Contributions recognised - (85 346 000} (80 332000) (80 332 000) - (80 332 000) -%
capital and contributed assets
Surplus (Deficit) after capital (83153 000) 13022000 13022000 (11961167} 24983167 {92)%
transfers and contributions
Surplus/(Deficit) for the year (8153 000) 13022000 13022000 (11961167) 24983167 {92)%
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41. Statement of comparative and actual information (continued)
Original Budget Final budget Actual Variance Actual Acty
budget adjustments outcome outcome as % outcomu
{i.t.o. s28 and of final budget of ori¢
531 of the burdg
MFMA)
Capital expenditure and funds sources
Total capilal expenditure 85 346 000 80 332 000 80 332 000 - 80 332 000 - %
Sources of capital funds
Transfers recognised - capiltal 76 093 000 75 397 000 75397000 34280023 41 116 977 45 %
Internally generated funds 9253 000 4 935 000 4 935 000 2 698 697 2 236 303 55 %
Total sources of capital funds 85346000 802332000 80332000 36978720 43353280 46 %
Cash flows
Net cash from (used) operating - - - 17 854 289 (17 854 289) DIVIO % D
Net cash from (used) investing - - - {3 204 696) 3904 696 DIVIO % D
Net cash from (used) financing - - - 5230 730 (5 230 730) DIVIO % D
Net increase/{decrease} in - - - 19180323 (19180 323) DIVIC % D
cash and cash equlvalents
Cash and cash equivalents at - - - (11648603} 11648603 DIVIO % D
the beginning of the year
Cash and cash equivalents at - - - 7531720 (7 531 720) DIVIO % D

year end
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2012 2011

Note(s) R R
Revenue
Government grants & subsidies 15 126 748 522 128 054 586
Sundry Revenue 303013 56 813 348
Interest received - investment 21 970 238 1 849 253
Gains on disposal of assets 21 - 184 633
Total Revenue 128 021 773 186 901 820
Expenditure
Employee Related Costs 19 (38 073 268) (35 489 821)
Remuneration of councillors 20 (4 222 9486) (3885 817)
Depreciation and amortisation 22 (5419947 {4 420 685)
Finance cosls 23 (32 383) (5 586)
Repairs and maintenance (1031 952) (1848 889)
Conlracted services 25 (7 030 978) (1 262 586)
Loss on disposal of assels (102 871) -
General Expenses 17 (31 825 573) (59 159 761)
Grant Funded Expenditure (37 259 807) (16 582 803)
LED Projects Cost (631 340) (7 497 027)
Sports Development Programmes (2 178 826) (5 331 501)
WSP Contribution (9 440 307) (14 524 433)
Social Developement Programmes (2732742) (47 229 240}
Total Expenditure {139 982 940) {197 238 129)

Deficit for the year

(11 961 167)

(10 335 309)

44

The supplementary information presented does not form part of the annual financial statements and is unaudiled



St abed
- - - - - - %00)S UEOT

sueo| [eulajxa [e10L

- . - - - - $UBO| JUBLIWIZACD)

- sueo| Anuuy

- - - 9L 21 - 191 2L Z10Z/90/0€  8SPOESLL 85v9EgL L1 9SEBS| SoUBulg
Anger asesn

sueo| JaylQ

- - - - - - spuog

- - - - - - BILLY UINog Jo yueq Juswdojeasg

Page 150

- - - - - - Ajioey Buipun 4
- - - - - - SUEO| PaINIANAS
- - - - - - ¥20iS ueBoT
puey Puey puey puey puey puey
VINIIN dinb3
Y} yum 7 JUEld pouad
@auepiosae  ‘Apadoiyg FANITA ayy Buunp pouad L10Z
Ul J0 anjep sunp Qs Mdouspyum ey Buunp  2unrog JaquInN

§)1509 190 BwAue)  jEedleeg pPOWSSPaY  PaAIgIeY  JE Sduejeg d|qEwWSapIY ueo

Z10Z aunp g¢ Je SE SUBO| [BUJI)XI JO 3|NPayIs

ZLog sunp
v Xipuaddy



Page 151

o abed
- - - Lt iL - L9k L1
- - - - - - SUBQ| JUBWUIBA0D)
- - - - - - sueo| Aunuuy
- - - Lol 4l - Lol L1 Ajjige|| asea
- - - - - - sueg| Jaylo
- - - - - - spuog
- - - - - - B3V UInosg jo yueg Juswdojaaag
- - - - - - Ayjioey Buipuny
- - - - - - SUEO| painanig
puey puey puey puey puey puey
VNN dinb3
ayj ypm T ueld poltad
ajuepiodade ‘Apadold rANirA 2y} Bulnp pouad LLoZ
ul JO aneA sunp pg Jouagum  ey) Buunp aunp pg JaqunnN
sjsog syl Builen  jesouejeg poweepay  paAlesay  Je agsuejeg Jlqeweapay ueoT

Z10Z 2unp 0 JB SEe SUEBO] [BUI3}X3 JO 3|NPaYIS

zLog sunr
Vv Xipuaddy



Page 152

it eled

(LZe rec 1) - B (s59 862 Z) BLr ZLCAC  GLE 966 - - - 90L 550 L PLL LLESE

N sesng
- Bujiod pue Ajunges
- Asuefiewe g A18@s ‘end
- sayejeweD
- Buisnoy 1RIus) [B1005
- B0
- solaled Ye g SWwhosnpy
- SAUND
- SL0e00 L QlZBEELL seN|0ey [eUQiesley
- P

croEL9EC (9.0 T89¢)

(18vg19) STTSPE L 606 966

(g2L s29)
(pon2eal)  ¥6L LZOSZ

(8bg 602}

LeszoL €L (T ZTPZ M)

Za09.50Z  (TLLigwrd) 089 L7 05 646 22 stuping

S|y AQlunuwoed
sjood duiuwimg
wnipe;s pue spie|jsuods
suapled g sy

Ve
[ I |

SI9EEY AUNWIWLIOD
- - . - BINIDNISEIY|

- - - - - - - - - - - - - - sBuip|ing pue pual

pury pury Pumy pusy puey pumy puey puTy puwy pusy pPuTy puvy Pusy puey
anjea LEITLI | 93uEjey aaurieg FouREg
Bujiue Burso|d £50] Juauuedwy uapejaasdeg SANISURI] sjesods|q Bujuado Bujsoly ssailiold Ul siop SUQHBN|RAYY nigjsuRd), spsods|g SUOPRY Sujuadg

uoneidaidap paje|nwnady uonen|eAay}son)
Z10Z aunp o¢ je se juawdinba pue juejd ‘Auiadoud jo sishjeuy

ZLoZ sunp

g xipuaddy



Page 153

e afied
vivoszer Lzesevewi) (Tlezol) (190 vta ¢) - - (bS9 LLO ML} 10O 602 20 - - - - TELOLY L 602 202 T
986 £ ize b} - (ez¢) - - (289) 1086 - - - - - L0eE
Zepov el {evs prb ©) - 822 €62) - - 0z 1887)  oy0TSIZX - - . . . 0p0 265 22
008 184 1 (sos p20t)  (zocisg) (80 508) - - (508802)  sosvtse . . - - 605 56€ J1-IL 4
68T EL0 (scegLE L) (ZLES) (18r 762) - - Ie6€ 090 L) L8 16L T - - - . 58L 2§ ¥eLBOL T
msryely  (BiEroce) - (ProzeL 1) - - (Bzezi12)  6IrGE0E - - - - 629552 009 S8 2
stz (vorlote)  (gegsol) (166 88.4) - - logL 208€)  spLeZS 9 - - - . SZTAYSL LzeasL s
pury puey pumy puey puny pusy puey Uy puey puey puey puey puey
L1 LY sauneg ajumneg FduNeg ey
Bupiueg Buisoin $£0] Juawjeduw uopepardeg [SLIELITN tesodsg Buuedo Guiseln 300044 up o SUO[IEN|RAGY I3 SURIY tjetods|g TUalIPRY Suvadn
:O_“_.m_ow._aw_u _uw“—m_-._ wnaoy :O_“_.m:_m>mx.n_m00

Z1L0zZ @unp o¢ 1e se Juawdinba pue jJue|d ‘Auadoud jo sisAjeuy

Jaig

wswdaleasn Bujsnoy
(Aneay|

Jo Jueunseaul) - Massy sniding
posea - 51855y JadIQ
0

stauSoud U opn
$IBU[EILOY) pUE SUIE
puejavIo

sBuping Jeyig

s0up|Ing pUe puBl A0
sanseaw Aunses
spodiry

gexen

stuipning

pesge - Juewdinbg aoyo
wewdnb3g sa0

sBumis g amywing
{uewdinba

reindwos Jo ved) eremyas seindwen

ewdmiz Jeindwea
Juswdinive °g Jueld
£a[IYBA [RIBUBS

$19859 JAI0
$6[3|UsA pes|epeds

siesse abe)eH

TLOZ sunp

d xipuaddy



Page 154

& eleg

P59 27909 (Esavivel) (2iBZoL) (ere 610 9) - - [Ze0 Z96 £1) 10520628 666 866 - - - 1698697 LL8 POZ B2
L6l BEY (068 2£9) - (290 L6L) - - fez8 Lp9) e0iLzc - - - - 661 89l gER PSL L

rivogc ey  (ssevsrt) (Zi820L) {190 pE8 €) - - (¥69 LLO LL)  LOO GO bP - - - - 26L9i0 ) BOTTTL TV

epos9et  (aspesat) - (1ze v6E L) - - (5558622) G TLLLE  6LE 866 - . - 90L 50 | il LLE S8
16t BeY (0ga 2¢8) - {190 ter) - - (229 199) 480 1ZC L - E . - 661 991 983 P51 L
6L g6r (nsa zea) - (290 L6} - - (78 LPO) 90 L2E L . - - - 661 951 9e8 Sl L

lsreceze  (c9s tpasl) (zzeZor) (zgn ezz 9} - - (60zoLECL)  OZvLeS e 6LE GES - - - BrIsT €96 5v0 8.1
puey pury pury puey pury puey puwy pusy puey puey pusy puey pury puey

anpeA aauRRg a3unieyg eauejeg @aueeEgy

Buplums duisoyy 80| Juewujeduy vopejaaldag LI T sjesods|g Bupedg Bupsa)) axmbold U] oM U] ] iy L sjesodng FUSHIRPY BSujuedg

CO_um_uw._n_o_u Paje|nWnaly :O_“_.mz_m>m_mh.m00

Z10zZ aunp gg je se juswdinbs pue jueid ‘Auadoud jo sisAjeuy

se)Ledosd Juswisasu|
s)ase@ a)g|BuEL|

519558 |82(I0j0/gaminn2 By
S19588 100

£8]2)yan pesjjercads

sjesee oleipa

£1955Y AUnwwod
BUNjoNISBIY|

sBuipng pue puel

[LA-1 8

sepadosd Juelliseau|

Jauio
SunuwelBeid g uesyos - sigindwo)

et 3jq|Buelu)

sjasse [eafoloig/eminouby

Wawdinbe pue wejd Auedosd |ma

¢L0g eunp

g xipuaddy



Page 155

og efud

- - - sesng
- Bulzijod pue Amaeg
Asuefiews g fe/es ‘ally
sauajewal

Bujsnoy [@judl |Bj20g
GO

soye|el e '3 swnesniy
sAND

sa)||198) [RUOE8II8 Y
sapelqy

s|fey Ajurmuwod

sjaad Buluwims
wnpels pue spiefispeds
suepiel g med

FIETY lunwwiod

(W Te)

(amanusesuy | 4144 *ande auqy) JeyiQ
-]

Juawabruapy eIsEAR

BujsnoH

(suey ¥B | puE SRS, SnE

- 'S Je “suodily) vopenodsuel
- uojeayLnd aleiemas
- uonajna|iey
uone|nIney

uoli@alpnd Jejean

sJonlesay P sweg

BupuBil Jeens

UQNRNINAY '§ UOISSIArsUed |
UojRisuas

J91EMm u0IS

ofpLg 3 slUBWaARd 'SpBCY

AUMINIERY|

. . N . - - - . - - - - - - (ses50dind g4 Joy @iesedes) sbupnng
- - - . . . - - - . - - - - (sesodind g4y Jof elsuBdeg) seplent

[sos0sind
- - - - - - - - - - - - - - Sdv Jop siesedes) s21S (Rpve)
- . . . - - - - - - . - - - (sasocind S2v J0) ejuades) puey

sfnipning pur puen

PUwy puwy puRy puRy puny puwy pusy pusy pusy PuURY puwy puTy uwy pusy
anea sauweg asunjeg 3ueieg SRUIAOW sIuRieg
BujAuegy [ITETEY $£0| Jusuujedun uapw|sndeg SIYSURLL s[esods|g Bujusdo Buisoln ‘cabusys rayiQ suanenRAGY SIBJTURLY sasods(Q suappy Bujvadg

uoneldssdap paje|nwinaoy UOIIEN|BASY/IS0D
Z10Z sunp o¢ je se juawdinba pue jue|d ‘Auadoud jo sisAjeuy

q xipuaddy



Page 156

1§ edey

puRy pury PuRy pusy puery pury puey puzy Ry Puey pusy puey puey puey
BR|RA aauwjeg va ] ow ssusjug
BujAues Buise|a 90| juauuredwy uopeaudeg [TETTILITR sjusode|g Bujuad Buso ‘sofiuwys JaAD SuojIan[eAsy SASURIL aqesods)q SUCRIPRY Bujuado
uoneldaldop pajeinwnady UoREN|BA2¥AS0D

Z10Z aunp g¢ je se Juawdinba pue jueld ‘Ajusdoad Jo sishjeuy

J8410

wawdojenep Buisnop
(Aotusau|

10 Jawnseay]) - §essy shiding
pasesT - 51855y OO
ILN) o}

ssesBoud Ul Wops
SJAUIEIUOD) PUE SUIH

PUgl 18D

sBuipiing Jeuio

sBuipiing pue puer AR
seunsgew UNIeg
suody

siepew

sionEQY

pesge - juswdins 830
wawdinbz 130

sBumid 7 aunpwng
(uewdinba

Jeindwcs Jo ped) aemyes Jandwen
wewdint3 Jejndwed
wawdnbe 3 weld
£8[I146A jRIBURD

SaeEe JAYIO

setng
SeIVeRNqLY
Aournesuod
L]

asnjey

$I[IYIA pasirerads

B0
sBuping

1295w a6kjlJOH

2102 sunr

g xipuaddy



Page 157

z5 abng

LI T T R I T |
L I T
L T T R I I I |
R R R
[ I T T S ')
[ T T R
L T B R ]
R B

saredeld Juawiseau)
519558 &1q|BUeiu|

519859 [eaforaigseinnanby
S)B55€ J8YIQ

g8[ziuan pesyBizeds

sjasse sbeliay

R8sy Auniwes

CIGIEL TR

sBummiing pue puen

18301

Avedaud Juswisaaul

sefadoud Jusunaaau)

J8l0
GuiwuresBoud g alamgjos - s1aindwon

aasse a)q|Bumuy

slesse (2218019
|esmnauly

wjesse |e9)fojopaenynauby

S1E5SE JAYIO
58[9/yen pes)oads
s955€ abelapr
1885y funwwon
BURIANISRI}
sBuipnG pue pue

wowd|nba puw jueid Lradosd 1w0),

puRy
anjea
Bujiuns

pury PuRy pusy pury PuRy puey puRy puey puRy puey PuRy
adueRg 198 e ow
Bujgo)n sxa] Jusuueduy uvopepadag RIYSURI], sjesods|g Bujuedg Buisaly ‘sabuwys R0 SUolEN|EASY RIYTURIL siusods|g

pury

SUOHIDPY

puey
23uMeg
Bujuadp

uonelsaidap paje|nwnady UOI}BN|BAGYAS0)
ZL0Z aunp o¢ je se juawdinba pue jue|d ‘Auadoid Jo sisAjeuy

zlgz eunr

g xipuaddy



Page 158

£5 afed

- SO peum (BdidUNi

solzvee  Gseeibel)  (Zie20L) (Lr6 8Ly §) (Ze0256 €L} 90SZO6TH  6RG 066 965969 2 L8 ¥0Z 6L Ayadpuni
o}
+a{IUT pIUMQ IRdID[unp

saleves  (sevivel) {2i9 7oL} Lits gLy 5} - - (ZtoZ96<1) 90SZ06Z8  6UG @68 - - - 969 869 T €18 POZ 6L
- - - - - - - - - - - - - - HodsuglL JIvreng
. - - - - - - - - - - - . . uennausig Aeize s ARiesez
- - - - - - - - - - - - - - UYONGNSIT JRBAALRIEAN
- - - - - - - - - - - - - - speoyedsue) ) peoy
- - - - - . - - - - - - - - sdeigmagausiabieuely JalBpn alSEAA
[Qauog
- - - - . - - - - - - - - - - Ueln|[0d4/Jonie1dld [elUaWUNAYT
geesar  (pesevLel (B (569940 L) - - 598 0202) ZTe¥ZOE - - . - LiL 1L gL €108 s83A10g Guyesubus
g2 vsl (L5 28) - (g8t pv) . - 5L ¢s) 8L6 152 - - - - 7052 EP BT JalWeBeUBLY JO|SES|Q
les¢z0cL  (gspasch  (pve) (egv Opa) - - (zve 226 2) ogr Zvs 8l - - - - 9L bL 88z Lir Sl $9095 sodio]
2ogsec 9 (solsowplil (e ol) (pe2 0861 2) - - (L5E $124) 19T 208Cr 606 866 - . - BLYET | b6 205 L7 SEIAES Aunwwed
ogieee  (eZgLeld  (ge) (155 §25) - - (958 rL8) ogealle - - - - Zearle B6L PYE L Jaleuel jpdisjuniy
gegseo L lozsowsL)  (lLege) (orz 250) - - (eL0glEl) 95T 0S6T - - - - F{¥ 244 PO L2562 wewdojeasq pue Buiueld
v89 128 (iszzer L) (9€E2) (8¢ g5€) . - (0zo0z) )  st9psTE - - - - 20l 8¢ BZIBLEZ |auRu|y
£6Z 682 (5c6 29¢) (s21) rsp zZet) . - (O11 520) TCT L6L - . - - 0z$ v [{944:73 I13uRe] ¢ 8ALMI8X3
Rjledizuny

puey puey pury pusy puwy puey puey - pusy pusy puvy pury puey pury pumy
onpRA asuwjeg Raueieg IURIRE EELTLA ]
Bupiows Busoiy JIuep Wawudu uopeppadag LIETE NI s|esodsig Bupuado Buisol ssaibald u) uoM suc[enjEAey TIDJSURIL sesods|Q SUSIppY dupuadg
:O_um_umhn_mﬂ ﬁmum_—._E—._OO( UOI1eN|BAIYASO0D
010z aunp o¢ je se juawdinba pue jue|d ‘fj1adoid jo sishjeue |ejuswbag

2L0g aunr
0 xipuaddy



Page 159

vg a0ed
99 i2r e sgpivel) {(Z2ezZot) Ups sty s) - - (ZeoTSE €] 9097068 616 666 - - - 9698697 £L8 V0T 6L
puesy pury pury puny Pumy pury Puey pury pury puvy pumy pusy puRy puey
anpeA asue(ng eduRg ey aurjeg
Buliuey Bupsorn 4P JuIUL R uopmznadeq sJojEuUNI| sjesodeq Bujuado Buisorn rsaibiold u) YIOM suoenjesay BJOEURSL sjerods|q sucppY Sujuadp
uonelsaidag pajejnunoaoy

UOI}EN|RA3Y/}SO)
0102 sunr ¢ je se juawdinba pue jueld ‘Auadould jo sishjeue jejuswbag

¢LOZ eunr

D Xipuaddy



Page 160

Appendix D
June 2012
Segmental Statement of Financial Performance for the year ended
Prior Year Current Year
Actual Actual Surplus . Actual Actual Surplus
Income Expendlture [{Deficif) Income  Expenditure /{Deficit)
Rand Rand Rand Rand Rand Rand
Municipality
83216420 63339755 19876665 Executive & Council/Mayor and Council 44 877 412 24149467 20727945
56 460 659 25863777 30 596 882 Finance & Admin/Finance 45480995 22261556 23219439
3765508 24538573 (20773 065)Planning and Development/Economic 42750 11790212 (11747 462)
Development/Plan
- 5491723 (5491 723)Health/Clinics - 3689578 (3689578)
127 120 26 549643 (26 422 523)Comm. & Social/Libraries and archives 19 191 9981829 (9962 638)
- - - Housing - -

- - - Public Safety/Police - - -

- - - Sport and Recreation - - -

- - - Enviranmental Protection/Pollution - - -
Control

- - - Waste Water Management/Sewerage - - -
Road Transport/Roads

47 151927 55274463 (8 122 536)Water!Water Distribution 2259536 15267283 (13007 747)
- - - Electricity /Electricity Distribution - - -
- - - Olher/Air Transport - - -

190 721 634 201 057 934 (10 336 300) 92679884 87139925 5539959

Municipal Owned Entities

Other charges

190 721 634 201 057 934 {10 336 300) Municipality 92679884 871393925 553995%
- - Municipal Owned Entities - - _
- - - Other charges - - -
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Appendix D
June 2012

Segmental Statement of Financial Performance for the year ended

Prior Year Current Year
Actual Actual Surplus Actual Actual Surplus
Income Expendlture /{Deficlt) Income  Expenditure KDeficit)
Rand Rand Rand Rand Rand Rand Rand
190 721 634 201 057 934 (10 336 300) Total 02679884 87139925 5539959
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Appendix E(1)
June 20142

Revenue

Sale of goods
Sale of goods in
agricultural activities

Rendering of services
Rendering of services in

agricultural activities
Property rates
Service charges
Levies

Property rates - penallies
imposed and collection

charges
Sales of housing

Construction contracts

Royalty income

Rental of facilities and

equipment

Interest received (trading)

Dividends received
Income from agency
services

Public contributions and

donaticns

Fines

Government Grants -
Equitable Share
Government Grants -

Levy Replacement Grant

Government Grants -
Operating Grants

Municipal Revenue UD2

Revenue 1
Revenue 2
Miscellaneous other
revenue
Administration and
management fees
received

Fees earned

Commissions received

Royallies received
Rental income
Discount received
Recoveries

Other income 1
Other income 2
Other income 3
Other income

Other farming income 1
Other farming income 2
Qther farming income 3
Other farming income 4
Other farming income

Government grants

Actual versus Budget{Revenue and Expenditure) for the year ended 30 June

2012
Current year Current year
2012 2012
Act. Bal. AdJusted Variance Explanation of Significant Variancas
budget greater than 10% versus Budget
Rand Rand Rand Var

- 8705000 (8 705 000):100_0) Revenua from Water Sales not acoounted for

33524 414 - 33 524 414 Grant Transfers Capital not included in operational
budgel
44 873000 44 873 000 - -
43 698 000 43 698 000 - -
3654169 6322000 (2667 831) (42.2)Additonal grant funding recognised from previous yers
303013 270 000 33013 122



Appendix E(1)
June 2012

interest received -
investment

Interest received - other
Dividends received

Expenses

Personnel

Manufacluring -
Employee costs
Remuneration of
councillors
Administration

Transfer payments
Deprecialion

Impairment

Amortisation

Impaimments

Reversal of impairments
Finance costs

Debt impairment
Collection costs

Repairs and maintenance
- Manufacturing expenses
Repairs and maintenance
- General

Repairs and maintenance
- General

Bulk purchases
Contracted Services

Grants and subsidies paid
Cost of housing sold
General Expenses

Other - Grant Funded
Expenditure

Other - LED Project Costs
Other - Sparts
Development
Programmes

Other - WSP Contribution
Other - Social
Development
Programmes

Other revenue and cosls

Net surplus/ (deficit) for
the year

Page 163

Actual versus Budget(Revenue and Expenditure) for the year ended 30 June

2012

Current year Current year

2012 2012
Act. Bal. Ad]usted Varlance Explanation of Significant Variances
budget greater than 10% versus Budget
970 238 200 000 770 238 385.1 Additional interest receipts due to balance of

investments

127 022 834 104 068 000 22954 834 221

(38 073 268) (36 115 000)

(4 222 945) (5 532 000)

(5419947) (1758 000)

(32 353) .

(1031952) (1307 650)

(7030 978) (3 450 000)

(1958 268) 5.4 Additionalincrease than anticipated

1309055 (23.7)

(3 661 947) 208.3
(32383) -

275698 (21.1)

(3 580 978) 103.8 Additional expenditure incurred dua to water
shortages

(32911 213) (12 733 750) (20 177 483) 158.5
(36 172429) (1 475 600) (34 696 820) 351.4 Capital transters not included in aperational budget

{631 340) (2650 000)
(2 180 564) (2 210 000)

(9 440 307} (17 409 000}
(2732742) (1470 000)

2018660 (76.2)
20436 (1.3)

7968693 (45.8)
(1262 742) 85.9

(102 871) -

(139 880 068) (86 111 000) (53 769 068) 62.4

(102871) -

{12960 105) 17957 000 (30917 105)/172.2)
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Appendix E(2)
June 2012

Budget Analysis of Capital Expenditure as at 30 June
2010

Additions Revised Variance Variance Exptanation of slgnificant
Budget varlances from budget
Rand Rand Rand %

Munilcipality

Execulive & Council/Mayor and - - - -
Council

Finance & Admin/Finance - - - -
Planning and - - - -
Development/Economic

Development/Plan

Health/Clinics - - - -
Comm. & Social/Libraries and - - - -
archives

Housing - - - -
Public Safety/Palice - - - -
Sport and Recreation - - - -
Environmental Protection/Pollution - - - -
Control

Waste Waler - - - -
Management/Sewerage

Road Transport/Roads - - - -
Water/Water Distribution - - - -
Eleclricity /Electricity Distiibution - - - -
Other/Air Transport - - - -

Municipal Owned Entities

Other charges
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REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL PROVINCIAL
LEGISLATURE AND THE COUNCIL ON AMAJUBA DISTRICT MUNICIPALITY

REPORT ON THE FINANCIAL STATEMENTS
Introduction

1. 1 have audited the financial statements of the Amajuba District Municipality set out on
which comprise the statement of financial position as at 30 June 2012,
Annexure. the statement of financial performance, statement of changes in net assets and the cash
Pl flow statement for the year then ended, and the notes, comprising a summary of
8 significant accounting policies and other explanatory information.

Accounting Officer’s responsibility for the financial statements

2. The accounting officer is responsibie for the preparation and fair presentation of the
financial statements in accordance with the South African Standards of Generally
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the
Local: Government: Municipal Finance Management Act of South Africa, 2003 (Act No. 56
of 2003) (MFMA) and the Division of Revenue Act of South Africa, 2011 (Act No. 6 of 2011)
(DoRA)}, and for such internal control as the accounting officer determines is necessary
to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor-General's responsibility

3. My responsibility is to express an opinion on the financial statements based on my audit.
} conducted my audit in accordance with the Public Audit Act of South Africa, 2004 (Act
No. 25 of 2004) (PAA), the General Notice issued in terms thereof and International
Standards on Auditing. Those standards require that | comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

4. An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgement, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the municipalily's preparation and fair
presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the municipality’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the
financial statements.

5. | believe that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my audit opinion.

Opinion
6. Inmy opinion, the financial statements present fairly, in all material respects, the
financial position of the Amajuba District Municipality as at 30 June 2012, and its

financial performance and cash flows for the year then ended in accordance with the SA
Standards of GRAP and the requirements of the MFMA and DoRA.
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. ... .outon pages)

Emphasis of matters

7. | draw attention to the matters below. My opinion is not modified in respect of these
matters.

Irregular expenditure

8. As disclosed in note 34 1o the financial statements, iregular expenditure amounting to
R17,154 million was incurred, as a result of contracts being awarded to suppliers which
contravened the Local Government: Municipal Supply Chain Management Regulations,
2005 (MSCMR).

Unauthorised expenditure

9. As disclosed in note 32 to the financial siatements, the municipality incurred
unauthorised expenditure of R32,907 million due to the expending of funds for purposes,
which are not in accordance with the budget.

Golng concern

10. As disclosed in note 30 to the financial statements, the municipality’s current liabilities
exceeded its current assets by R73,862 million, and suppliers were not paid within
prescribed timeframes due to inadequate working capital. In addition, the cash and cash
equivalents balance as at 30 June 2012 of R7,531 million was less than the unspent
conditional grant balance of R40,43¢ million, indicating that the grants were not cash-
backed. These conditions along with the other matters set forth in note 30 indicates the
existence of a material uncertainty that may cast significant doubt on the municipality’s
ability to operate as a going concern.

Significant uncertainty

11. As disclosed in note 28, the munlcipality is a defendant in a lawsuit against a service
provider for the termination of a contract. The outcome of this lawsuit cannot be
determined at present and no provision has been made for any liability that may result.

Additional matter

12. | draw attention to the matter below. My opinion is not modified in respect of this matter,
Unaudited supplementary information AP\OG*’\CI‘X A-F ‘4 AES

13. The supplementary information set out on ‘pages X¢i6%x does not form part of the
financial statements and is presented as additional information. | have not audited these
schedules and, accordingly, | do not express an opinion thereon.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

14. In accordance with the PAA and the General Notice issued in terms thereof, | report the
following findings relevant to performance against predetermined objectives, compliance
with laws and regulations and internal control, but not for the purpose of expressing an
opinion.

Predetermined objectives

15. | performed procedures to abtain evidence about the usefulness and reliability of the
information in ual performance report of the Amajuba District Municipality as set
of the annual report. . . B

LRk
seckion 3.4 )

14



Page 173

16. The reported performance against predetermined objectives was evaluated against the
overall criteria of usefulness and reliability. The usefulness of information in the annual
performance report relates to whether it is presented in accordance with the National
Treasury annual reporting principles and whether the reported performance is consistent
with the planned development objectives. The usefuiness of information further relates to
whether indicators and targets are measurable (i.e. well defined, verifiable, specific,
measurable and time bound) and relevant as required by the National Treasury
Framework for managing programme performance information. The reliability of the
information in respect of the selected development objectives is assessed to determine
whether it adequately reflects the facts (i.e. whether it is valid, accurate and complete).

17. The material findings are as follows concerning the usefulness of the information.

Usefulness of information
Consistency

18. Planned indicators included in the integrated development plan are not consistent with
the annual performance report. in total 100% of all planned indicators and targets
specified in the service delivery budget implementation plan fer the year under review
were not included in the integrated development plan submitted for audit purposes. This
is due to the lack of understanding of the requirements of the Local Government:
Municipal Systems Act of South Africa, 2000 (Act No. 32 of 2000) by performance
management.

Additional matters

19. | draw attention to the following matters below. These matters do not have an impact on
the predetermined objectives audit findings reported above.

Achievement.of planned targets

20. Of the total number of planned targets for the basic services objective, only 20 targets
were achieved during the year under review. This represents 67% of total planned
targets that were not achieved during the year under review.

21. Of the total number of planned targets for the local economic development objective, no
targets were achieved during the year under review. This represents 100% of total
planned targets that were not achieved during the year under review.

Compliance with laws and regulations

22. | performed procedures to abtain evidence that the Amajuba District Municipality has
complied with applicable laws and regulations regarding financial matters, financial
management and other related matters. My findings on material non-compliance with
specific matters in key applicable laws and regulations as set out in the General Nolice
issued in terms of the PAA are as follows:

Annual financial statements

23. The financial statements submitted for auditing were not prepared in all material respects
in accordance with the requirements of section 122(1) of the MFMA. Material
misstatements of accounts payable, irregular expenditure, property plant and equipment
and contingent liabilities identified by the auditors were subsequently corrected, resulting
in the financial statements receiving an unqualified audit opinion.
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Audit commitice

24. The audit committee did not review the financial statements to provide the council with
an authoritative and credible view of the financial position of the municipality, its
efficiency and effectiveness and its overall level of compliance with the MFMA and
DoRA, as required by section 166(2)(b) of the MFMA.

25. The audit committee did not meet at least four times a year, as required by section
166(4) (b) of the MFMA.

26. The audit committee did not advise the council of the municipality on the adequacy,
reliability and accuracy of financial reporting and information, as required by seclion
166(2) (a) (iv) of the MFMA.

27. The audit committee did not respond to the council on the issuas raised in the audit
reports of the Auditor-General, as required by section 166(2) (c) of MFMA.

Internal audit

28, The internal audit unit did not audit the performance measurements on a continuous
basis and submit guarterly reports on their audits to the accounting officer and the
performance audit committee, as required by Municipal Planning and Performance
Management Regulation 14{1) (c).

Procurement and contract management

29, Goods and services with a transaction value of between R10 000 and R200 000 were
procured without obtaining written price quotations from at least three different
prospective providers, as per the requirements of MSCMR 17(a) and (¢).

30. Goods and services of a transaction value above R200 000 were procured without
inviting competitive bids, as per the requirements of MSCMR 19(a) and 36(1).

31. Goods and services with transaction amount above R30 000 to R200 000 were procured

without applying preferential point system as required by the Preferential Procurement
Framework Act of South Africa, 2000 (Act No. 5 of 2000).

Expenditure management

32. Money owing by the municipalily was not always paid within 30 days of receiving an
invoice or statement, as required by section 65(2) (e) of the MFMA.

33. The accounting officer did not take reasonable steps to prevent unauthorised and
irregular expenditure, as required by section 62(1) (d) of the MFMA.

Asset m‘énagement

34. An effective system of internal conlrol for assets was not in place, as required by section
63(2) (c) of the MFMA.
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Internal control

35. | considered internal control relevant to my audit of the financial statements, annual
performance report and compliance with laws and regutations. The matters reported
below under the fundamentals of interna! controi are limited to the significant deficiencies
that resulted in, the findings on the annual performance report and the findings on
compliance with laws and regulations included in this report.

Leadership

36, The accounting officer did not exercise adequate oversight over financial and
performance reporting and compliance as well as internal control. In this regard, the
accounting officer did not periodically assess whether staff members had essential skills
and knowledge to support the achievement of credible reporting and comply with
designed policies and procedures. Although an action plan was developed, there was a
lack in monitoring the implementation thereof to address internal control deficiencies as
most of the findings reported in the previous year recurred in the current year.

Financial and performance management

37. Adequate processes were not in place to communicate timely and relevant information
to those charged with governance. in addition, monthly reporting and recongiliation
processes were not operating effectively. This is evidenced by material corrections in
the financial statements as well as weaknesses in the usefulness of performance
reporting.

Governance

38. The audit committee did not promote accountability and service delivery through
evaluating and monitoring responsss to risks and provide oversight over the
effectiveness of the internal control environment including financial and performance
reporting and compliance with laws and regulations, as evidenced by misstatements in
the financial statements and the performance report.

OTHER REPORTS
Investigations

39. Several investigations were initiated in the prior year based on the allegation of possible
misappropriation of funds by employees of the municipality. These investigations were
stili ongoing at the reporting date.

F\U\GL:E@ - @ewemﬂ—

Pietermaritzburg

30 November 2012

AUDITOR-GEMNMERAL
SCOUTH AFRTCA

Audiling to build public confidence
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