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ACCOUNTING OFFICER'S RESPONSIBILITIES AND APPROVAL OF
FINANCIAL STATEMENTS

The Accounting Officer is required by the Municipal Finance Management Act (MFMA) {Act 56 of 2003}, fo maintain adequate
accounting records and is responsible for the content and integrity of the financial statements and related financial information
included in this report. It is the responsibility of the Accounting Officer to ensure that the financial statements fairly present the
state of affairs of the Municipality as at the end of the financial year and the results of its coperations and cash flows for the
period then ended. The external auditors are engaged to express an independent opinion on the audited annual financial
statements and were given unrestricted access to all financial records and related data.

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

The financial statements are based upon appropriate accounting policies consistently applied and supported by reasonable and
prudent judgements and estimates.

The Accounting Officer acknowledges that she is ultimately responsible for the system of internal financial control established
2y the Municipality and place considerable importance on maintaining a strong control environment. To enabte the Accounting
Qfficer to meet these responsibilities, the Council sets standards for internal control aimed at reducing the risk of error or loss in
a cost effective manner. The standards include the proper delegation of responsibilities within a clearly defined framework,
effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. These controls are
monitored throughout the Municipality and all employees are required to maintain the highest ethical standards in ensuring the
Municipality's business is conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk
management in the Municipality is on identifying, assessing, managing and monitoring all known forms of risk across the
Municipality. While operating risk cannot be fully eliminated, the Municipality endeavours to minimise it by ensuring that
appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within predetermined procedures
and constraints.

The Accounting Officer is of the opinion, based on the information and explanations given by management, that the system of
internal control provides reasonable assurance that the financial records may be relied on for the preparation of the financial
statements. However, any system of internal financial control can provide only reasonable, and not absolute, assurance against
material misstatement or loss.

The Accounting Officer has reviewed the Municipality’s cash flow forecast for the year to June 30, 2014 and, in the light of this
review and the current financial position, she is satisfied that the Municipality has or has access to adequate resources to
continue in operationai existence for the foreseeable future.

The external auditors are responsible for independently auditing and reporting on the Municipality's audited annual financial
statements. The audited annual financial statements have been examined by the Municipality's external auditors and their
‘eport is presented on page 5.

The audited annual financial statements set out on pages 5 to 51, which have been prepared on the going concern basis, were
approved by the Council on January 27, 2014 and were signed on its behalif by:

ms: V Mbelani
unicipal Manager

January 27, 2014
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STATEMENT OF FINANCIAL PERFORMANCE

2013 Restated 2012
Note(s) R R

Revenue
Revenue from exchange transactions
Service charges 14 451,021 417,386
Rental of facilities and equipment 15 72,287 105,644
Interest received 2,958,196 13,344
Income from agency services 230,501 251,785
Licences and permits 1,543,845 377,498
Other revenue 16 463,666 1,184,711
Interest received - investment 961,438 254,909
Total revenue from exchange transactions 6,680,954 2,605,277
Revenue from non-exchange transactions
Property rates 17 23,669,076 23,673,677
Government grants and subsidies 18 71,673,430 68,251,672
Public contributions and donations 530 -
Fines 66,646 197,660
Total revenue from non-exchange transactions 95,409,682 92,123,009
Total revenue 102,090,636 94,728,286
Expenditure
Employee related costs 19 28,492,111 25,758,684
Remunetration of councillors 20 6,233,711 6,433,427
Depreciation and amortisation 21 15,859,086 14,257,930
Finance costs 31 21,824 36,738
Debt impairment 30 9,845,760 7,863,796
Repairs and maintenance 3,885,276 3,979,482
Grants and subsidies paid 22 3,290,009 582,043
General expenses 23 28,589,778 36,336,488
Total expenditure 96,217,555 95,258,588
Operating profit {loss) 5,873,081 (530,302)
Gain on disposal of assets and liabilities 187157 2,135,100
Surplus for the year 6,070,238 1,604,798
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CASH FLOW STATEMENT

2013 Restated 2012
Note(s) R R
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts
Rates and other income 26,627,271 25,908,756
Grants 71,673,430 68,251,672
Interest income 961,438 254,909
99,262,139 94,415,337
Payments
Employee costs (35,115,995) (31,879,157)
Finance costs (21,824) (36,738)
Buppliers (35,168,954} (39,334,448)
(70,306,773) (71,250,343)
Net cash flows from operating activities 24 28,955,366 23,164,994
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment 8 (12,120,660) (14,394,454)
Proceeds from sale of property, plant and equipment 197,157 2,135,100
Purchase of other intangible assets 9 (1,190,860) -
Net cash flows from investing activities {13,114,363) {12,259,354)
CASH FLOWS FROM FINANCING ACTIVITIES
Finance lease payments (149,736) (7,444)
Net increase/(decrease) in cash and cash equivalents 15,691,267 10,898,196
Cash and cash equivalents at the beginning of the year 8,677,185 (2,221,011)
~ash and cash equivalents at the end of the year 6 24,368,452 8,677,185
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ACCOUNTING POLICIES

1. Presentation of Audited Annual Financial Statements

The annual financial statements have been prepared on an accrual basis of accounting and are in accordance with the historic
cost convention, except where indicated otherwise. They have been prepared in terms of Section122(3) of the Municipal
Finance Management Act, (Act No 56 of 2003) and in accerdance with the Generally Recognised Accounting Practice (GRAP).

The Accounting Framewark of the municipality, based on the preceding paragraphs and applicable to the operations of the
municipality, is therefore as follows:

These accounting policies are consistent with the previous period, except for the changes set out in note Changes in
accounting policy

1.1 Significant judgements and sources of estimation uncertainty

in preparing the audited annual financial statements, management is required to make estimates and assumptions that affect
the amounts represented in the audited annual financial statements and related disclosures. Use of available information and
ihe application of judgement is inherent in the formation of estimates. Actual results in the future could differ from these
estimates which may be material to the audited annual financial statements. Significant judgements include:

Trade receivables and other receivables

The assesses its trade receivables and otherreceivables for impairment at the end of each reporting period. In determining
whether an impairment loss should be recorded in surplus or loss, the surplus makes judgements as to whether there is
observable data indicating a measurable decrease in the estimated future cash flows from a financial asset.

Fair value estimation

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair values.
The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual cash flows at the
current market interest rate that is available to the for similar financial instruments.

Provisions

Provisicns were raised and management determined an estimate based on the information available. Additional disclosure of
these estimates of provisions are included in note 13 - Provisions

Aliowance for doubtful debts

Jn debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is impaired. The
impairment is measured as the difference between the debtors carrying amount and the present value of estimated future cash
flows discounted at the effective interest rate, computed at initial recognition

1.2 Investrent property

Investment property is property held to earn rentals or for capital appreciation or both, rather than for:
. use in the production or supply of goods or services or for
. administrative purposes, or
] sale in the ordinary course of operations.

Owner-occupied property is property held for use in the production or supply of goods or services or for administrative
purposes,

Investment property is recognised as an asset when, it is probable that the future economic benefits or service potential that
are associated with the investment property will flow to the , and the cost or fair value of the investment property can be
measured reliably.

Investment property is initially recognised at cost. Transaction costs are included in the initial measurement.

Where investment properly is acquired through a non-exchange transaction, its cost is its fair value as at the date of
acquisition.

Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service a property. [fa
replacement part is recognised in the carrying amount of the investment property, the carrying amount of the replaced part is
derecognised.

-10 -
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ACCOUNTING POLICIES

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

Property, plant and equipment are depreciated on the straight 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:

ltem Average useful life
Land Indefinite
Buildings 30 years
Specialised Plant and machinery 10 - 15 years
Furniture and fixtures 5-7 years
Motor vehicles 7 years
Office equipment 5-7 years

.T equipment 4 years
Infrastructure

. Roads - Paved 3Q years

. Roads Graded 7 years

. Electricity 20 years

ltems of are derecognised when the asset is disposed of or when there are no further economic benefits or service potential
expected from the use of the assst.

The gain or loss arising from the derecegnition of an item of property, plant and equipment is included in surplus or loss 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 Intangible 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 rights are transferable or separate
from the or from other rights and obligations.

An intangible asset is recognised when:
. it is probable that the expected future economic benefits or service potential that are attributable to the asset will
flow to the ; and
*  the cost or fair value of the asset can be measured reliably.

Intangible assets are initially recognised at cost.
An intangibie asset acquired through a non-exchange transaction, the cost shall be its fair value as at the date of acquisition.
Expenditure on research {(or on the research phase of an internal project) is recognised as an expense when it is incurred.

An intangible asset arising from development {or from the development phase of an internal project) is recognised when:
. it is technically feasible to complete the asset so that it will be available for use or sale.
there is an intention to complete and use or sell it.
there is an ability to use or sell it.
it will generate probable future economic benefits or service potential.
there are available technical, financial and other resources to complete the development and to use or sell the
asset.
. the expenditure attributable to the asset during its development can be measured reliably.

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses.

An intangible 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 expected to generate net cash inflows or service potential. Amoertisation is not
provided for these intangible assets, but they are tested for impairment annually and whenever there is an indication that the
asset may be impaired. For all other intangible assets amortisation is provided on a straight line basis over their useful life.

The ameortisation period and the amortisation method for intangible assets are reviewed at each reporting date.

2.
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ACCOUNTING POLICIES

1.5 Financial instruments (continued)

if there is objective evidence that an impairment loss has been incurred on an investment in a residual interest that is not
measured at fair value because its fair value cannct be measured reliably, the amount of the impairment loss is measured as
the difference between the carrying amount of the financial asset and the present value of estimated future cash flows
discounted at the current market rate of return for a similar financial asset. Such impairment losses are not reversed.

Presentation
Interest relating to a financial instrument or a financial liability is recognised as revenue or expense in surplus or loss.

Losses and gains relating to a financial instrument or a component that is a financial fiability is recognised as revenue ot
expense in surplus or loss.

A financial asset and a financial liability are only offset and the net amount presented in the statement of financial position when
the Municipality currently has a legaily enforceable right to set off the recognised amounts and intends either to settle on a net
oasis, or to realise the asset and settle the liability simultaneously.

In accounting for a transfer of a financial asset that dees not qualify for derecognition, the Municipality does not offset the
transferred asset and the associated liability,

1.6 Leases

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

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

When assets are leased out under a finance lease, the present value of the lease payments is recognised as a receivable. The
difference between the gross receivable and the present vaiue of the receivable is recognised as unearned finance income.

Lease income is recognised over the term of the lease using the net investment method, which reflects a constant periodic rate
of return.

Finance leases - lessee

ihe Municipality leases certain propetty, plant and equipment. Leases of property, plant and equipment where the Municipality
substantially assumes risks and rewards of ownership are classified as finance leases. Finance lease assets and liabilities are
recognised at the incepticn of the lease at the lower of the fair value of the leased asset and the present value of the future
minimurn lease payments.

Each lease payment is allocated between the fiability and finance charges so as to achieve a constant rate on the finance
balance outstanding. The corresponding rental abligations, net of finance charges, are included in other long term pavables.
The interest element of the finance cost is charged to the Statement of Financial Performance cver the lease period so as to
produce a constant periodic rate of interest on the remaining balances of the liability for each period. The property, plant and
equipment acquired under finance leases are depreciated over the shorter of the useful life of the asset or the lease term. The
Municipality will not incur a foreign lease liability other than that allowed by the Municipal Finance Management Act, 2003 {Act
56 of 2003).

1.7 Impairment of cash-generating assets

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

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition
of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation).

Carrying 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 thereon.

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

-16 -
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ACCOUNTING POLICIES

1.8 Impairment of non-cash-generating assets (continued)

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

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

Costs 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 amount 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.

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 asset is expected to be used by the Municipality; or

(b) the number of production or similar units expected to be obtained from the asset by the Municipality.
Criteria developed by the Municipality to distinguish non-cash-generating assets from cash-generating assets are as follow:
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
asset is reduced to its recoverable service amount. This reduction is an impairment loss.

An impairment loss is recognised immediately in surplus or loss.
Any impairment loss of a revalued non-cash-generating asset is treated as a revaluation decrease.

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

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

1.9 Employee benefits
Short-term employee benefits

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

The expected cost of compensated absences is recognised as an expense as the employees render services that increase
their entittement or, in the case of non-accumulating absences, when the absence occurs,

The expected cost of surplus sharing and bonus payments is recognised as an expense when there is a legal or constructive
obligation to make such payments as a result of past performance.

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 entity’s obligation under the schemes is equivalent to those arising in a defined contribution retirement benefit plan.

-18-
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ACCOUNTING POLICIES

1.10 Provisions and contingencies {continued)

Where a fee is received by the for issuing a financial guarantee and/or where a fee is charged on loan commitments, it is
considered in determining the best estimate of the amount required to settle the cobligation at reporting date. Where a fee is
charged and the considers that an outfiow of economic resources is probable, an recognises the obligation at the higher of:
. the amount determined using in the Standard of GRAP on Provisions, Contingent Liabilities and Contingent Assets;
and
. the amount of the fee initially recognised less, where appropriate, cumulative amortisation recognised in accordance
with the Standard of GRAP on Revenue from Exchange Transactions,

Decommissioning, restoration and similar liability

Changes in the measurement of an existing decommissioning, restoration and similar liability that result from changes in the
estimated timing or amount of the outflow of resources embodying economic benefits or service potential required to settle the
obligation, or a change in the discount rate, is accounted for as follows:

f the related asset is measured using the cost model:

. changes in the liability is added to, or deducted from, the cost of the related asset in the current period.

. the amount deducted from the cost of the asset does not exceed its carrying amount. Iif a decrease in the liability
exceeds the carrying amount of the asset, the excess is recognised immediately in surplus or loss.

. if the adjustment results in an addition to the cost of an asset, the entity consider whether this is an indication that
the new carrying amount of the asset may not be fully recoverable. If there is such an indication, the entity test the
asset for impairment by estimating its recoverable amount or recoverable service amount, and account for any
impairment loss, in accordance with the accounting policy on impairment of assets as described in accounting policy
1.7 and 1.8.

If the related asset is measured using the revaluation model:

. changes in the liability alter the revaluation surplus or loss previously recognised on that asset, so that:

- a decrease in the liability is credited directly to revaluation surplus in net assets, except that it is recognised in
surplus or loss to the exient that it reverses a revaluation deficit on the asset that was previously recognised in
surplus or loss; and

- an increase in the liability is recognised in surplus or loss, except that it is debited directly to revaluation surplus
in net assets to the extent of any credit balance existing in the revaluation surplus in respect of that asset;

. in the event that a decrease in the liability exceeds the carrying amount that would have been reccgnised had the
asset been carried under the cost model, the excess is recognised immediately in surplus or ioss;

. a change in the liability is an indication that the asset may have to be revalued in order to ensure that the carrying
amount does nct differ materially from that which would be determined using fair value at the reporting date. Any
such revaluation is taken into account in determining the amounts o be taken to surplus or loss and net assets. If a
revaluation is necessary, all assets of that class is revalued; and

. the Standard of GRAP on Presentation of Financial Statements requires disclosure on the face of the statement of
changes in net assets of each item of revenue or expense that is recognised directly in net assets. in complying with
this requirement, the change in the revaluation surplus arising from a change in the liability is separately identified
and disclosed as such.

1.11 Revenue from exchange transactions

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

An exchange transaction is one in which the Municipality receives assets or services, or has liabilities extinguished, and direcily
gives approximately equal value {primarily in the form of goods, services or use of assets) 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 arm’s length transaction.

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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NOTES TO THE AUDITED ANNUAL FINANCIAL STATEMENTS

2013 Restated 2012
R R
6. CASH AND CASH EQUIVALENTS
Cash and cash equivalents consist of:
Cash on hand 1,842 -
Bank balances 9,086,569 -
Other cash and cash equivalents 15,279,941 10,685,167
Bank overdraft - (2,017,982)
24,368,452 8,677,185
Current assets 24,368,452 10,695,167
Current liabilities - (2,017,982)
24,368,452 8,677,185

The had the following bank accounts

Account number / description

First National Bank - Pubiic
Sector Cheque Account -
62022000898 (MAIN BANK
ACCQOUNT)

First National Bank - Business
Fixed Deposit - 74371588665
First Nationat Bank - Equitable
Share - 62270666616

First National Bank - Municipal
Infrastructure Grant -
62270667531

First National Bank - Call
Account -62048047494

First National Bank - Planning
Account - 61684000098

First National Bank - Reserve
Account - 62035920596

First National Bank - Smali
Town Revitafisation -
62352053301

First National Bank MSIG -
62414340894

First National Bank Rates -
6241434973

First National Bank EPWP -
6241435293

FNB Cali Account EPWP -
62414353441

FNB Business FMG-
62414356594

FNB Call Account FMG -
62414358912

FNB Business LED -
62414360925

FNB Call Account LED -
62414360983

FNB Business - 62434762945
Petty Cash

Total

Bank statement balances

Cash book balances
30 June 2013 June 30, 2012 June 30, 2011 June 30, 2013 June 30, 2012 June 30, 2011

9,103,042  (2,017,982) (4,505301) 9,086,569  (2,017,982)  (4,505,301)
5,221,509 - - 5,221,509 - -
28,595 766,746 1,000 28,595 766,746 1,000
6,857,143 6,826,312 3,369 6,857,143 6,826,312 3,369
2,250,820 2,187,390  2,118413 2,250,820 2,187,390 2,118,413
98,532 97,308 96,097 98,532 97,308 96,097
67,068 66,236 65,411 67,068 66,236 65,411
756,274 751,176 - 756,274 751,176 -
1,942 . - 1,942 - -
24,384,925 8,677,186  (2,221,011) 24,368,452 8,677,186  (2,221,011)
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NOTES TO THE AUDITED ANNUAL FINANCIAL STATEMENTS

2013 Restated 2012
R R
8. PROPERTY, PLANT AND EQUIPMENT (continued)
Reconciliation of property, plant and equiprment - 2013
Opening Additions Disposals Depreciation Write off Total
balance
Land 45,974,316 - - - - 45,974,316
Buildings 50,566,993 5,182,045 - (1,950,455) 53,798,583
Plant and machinery 1,105,003 2,230,000 - (421,159) - 2,913,844
Furniture and fixtures 995,501 236,993 - (299,887) - 932,607
Motor vehicies 1,851,310 3,699,625 (48,225) (650,987} - 4,751,723
Office eguipment 147,619 28,470 - (63,978) - 112,111
IT equipment 320,094 395,058 - (146,640} - 568,512
‘nfrastructure 53,849,506 54,330 - {11,895,136) - 42,008,700
Other property, pfant and 195,913 49,346 - (34,066) - 211,193
equipment
Security equipment 81,376 36,096 - (46,223) - 71,249
Other Assets 36,518 29,940 - {18,251) - 48,207
Capita! Work in Progress 9,201,082 278,757 - - {75,000) 9,404,849
Park facilities 3,747,976 - - {319,009) - 3,428,967
168,073,217 12,120,660 (48,225) (15,845,791) {75,000) 164,224,861

Recongciliation of property, plant and equipment - 2012

Opening Additions Transfers Retention Depreciation Write-offs Total
balance
Land 45,974,316 - - - - - 459743
Buildings 44,880,262 - 7,438,641 - (1,751,910} - 50,566,9¢
Piant and machinery 1,276,654 56,217 - - {227,868) - 1,105,0t
Furniture and fixtures 1,194,675 90,490 - - (289,664} - 995 5(
Motor vehicles 2,090,140 200,438 - - (439,269) - 1,851,3
Office equipment 219,823 4,917 - - (77,121) - 147.6°
IT equipment 396,157 172,489 - - {248,552) - 320,0¢
Infrastructure 53,849,506 - - - - - 53,849,5(
Maintenance equipment 230,288 - - - (34,375} - 1959
Security equipment 125,925 803 - - (45,352) - 81,3
Other Assets 54,777 - - - (18,259) - 36,5
Capital Work in Progress 13,206,234 13,868,099 {17,854,181) 74,950 - (95,000} 9,201,0¢
Park facilities 4,066,985 - - - (319,009) - 3,747.9
167,565,742 14,394,454 (10,415,550) 74,950 (3,451,379) (95,000) 168,073,2

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 .

9. INTANGIBLE ASSETS

2013 2012
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valuation  amortisation Valuation  amortisation
and and
accumulated accumulated
irnpairment impairment
Computer software and 1,180,860 (13,292) 1,177,568 - - -

implementation
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12. UNSPENT CONDITIONAL GRANTS AND RECEIPTS
Unspent conditional grants and receipts comprises of:
Unspent conditional grants and receipts
Municipal Infrastructure Grant (MIG) 20,934,426 7,260,990
Local Economic Development (LED} 327,603 221,756
Small Town Revitalisation Grant - 304,293
Human Resource Development Grant (HRD) - 94,383
Base08ec Roads 1,000,100 -

22,262,129 7,881,422

The amount of R1 000 100 for Base Road 0%ec is still under investigation by the Municipality regarding its purpose.
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24, CASH GENERATED FROM OPERATIONS
Surplus 6,070,238 1,604,798
Adjustments for:
Depreciaticn and amortisation 15,859,086 14,257,930
Loss on sale of assets and liabilities (197,157)  {2,135,100)
Finance costs - Finance leases 21,824 36,738
Debt impairment 9,845,760 7,863,796
Movements in provisions 349,084 633,750
Loss on write off of assets - 500,814
Other cash item 7,384,032 4,015,304
Changes in working capital:
Receivables from non-exchange transactions {8,772,989) (960,794)
Receivables from exchange transactions (20,230,863) (4,757,777
Payables from exchange transactions 6,450,313 (5,946,725)
VAT {(2,168,880) 310,568
Unspent conditional grants and receipts 14,380,707 7,881,422
Repayment of finance lease (35,789) (139,730)
28,955,366 23,164,994
25. EVENTS AFTER THE REPORTING DATE
The Municipality disposed of some of the movable assets through a public auction that was held the 26 July 2013,
The Municipal Manager was appointed on the 11 September 2013.
26. UNAUTHORISED EXPENDITURE
Reconciliation of unauthorised expenditure
Opening balance 8,752,893 8,752,893
Unautherised expenditure current year (22,925,897) -
(14,173,004) 8,752,893
Finance costs 21,824 -
Depreciation / Amortisation 15,859,087 -
Debt impairment 4,788,412 -
General expenses 2,256,574 -
22,925,897 -
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28. IRREGULAR EXPENDITURE {continued)

Details of irreguiar expenditure — current year
Disciplinary steps taken/criminal proceedings

Venus support - Acting Muricipal Manager to make a follow up as 51,243
per Section 32 of the MFMA and prepare a report

Venus support Acting Municipal Manager to make a follow up as 69,996
per Section 32 of the MFMA and prepare a report

Supply & delivery of Motor Vehicles Acting Municipal Manager to make a follow up as 414,000
per Section 32 of the MFMA and prepare a report

Venus support Acting Municipal Manager to make a follow up as 65,094
per Section 32 of the MFMA and prepare a report

Balancing of trial balance to be submitted for Acting Municipal Manager to make a follow up as 119,130

annual financial statements per Section 32 of the MFMA and prepare a report

Venus support Acting Municipal Manager to make a follow up as 49,704
per Section 32 of the MFMA and prepare a report

Preparation of the budget Acting Municipal Manager to make a follow up as per 40,641
Section 32 of the MFMA and prepare a report

Preparation of the budget Acting Municipal Manager to make a follow up as per 37,221
Section 32 of the MFMA and prepare a report

Telephone book company Acting Municipal Manager to make a foliow up as per 47,940
Section 32 of the MFMA and prepare a report

Telephone book company Municipal Manager to make a follow up as per 35,840
Section 32 of the MFMA and prepare a report

VAT review Municipal Manager to make a follow up as per 119,553
Section 32 of the MFMA and prepare a report

Service provider / catering products 10,500

Supply and delivery of hardware 17,280

Babcock Equip 27,852

Repairs and maintenance 29,130

Goscor Cleaning 29,500

Marverick Trading 119,700

LT Alice Security Training & Services 268,800

Hob Construction jv SQT 860,327

CJ&Tijv 430,870

Core facts 1116cc 668,220

Ameva Trading cc 49,500

Core facts 1116¢cc 668,220

Hob Construction jv SQT 860,327

MNT jv 900,437

CJ&Tjv 764,578

Fleet dynamics 1,565,875

Telkom S.A -

MNT jv 533,167

Nisebenzo Plant hire 572,110

ANM Consulting Enginners 275,594

Tyume Biocks 850,144

Miser Trading 923,600

Supply and delivery of bakkies 772,800

Professional Consulting services 358,190

ANM Consulting Engineers 275,594
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29. ADDITIONAL DISCLOSURE IN TERMS OF THE MUNICIPAL FINANCE MANAGEMENT ACT {continued)
Councillors' arrear consumer accounts

No councillors had balances in the year undet review.

June 30, 2012 Outstanding Outstanding Total
less than 90 more than 90 R
days days
R R
SE Ndwayana 240 - 2490

30. DEBT IMPAIRMENT

Contributions to debt impairment provision 9,845,760 7,863,796

31. FINANCE COSTS

Finance leases 21,824 36,738

32. COMMITMENTS
Authorised capital expenditure

Already contracted for but not provided for
. Property, plant and equipment 14,018,616 2,370,063

This committed expenditure relates to infrastructure and will be financed by Municipal Infrastructure Grant.
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36. RISK MANAGEMENT
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 ongoing review of future commitments and grant receipts.

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored.
Interest rate risk
The municipality's interest bearing assets are included under cash and cash equivalents.

“he municipality's income and operating cash flows are substantially independent of changes in market interest rates due to
the short term nature of interest bearing assets,

At year end financial assets exposed to interest rate risk were as follows:
Cash and cash equivalents - R24 368 452, (2012 - R10 695 167)

Balances with banks, deposits and all call and current accounts attract interest at rates that vary with South African prime rate.
The municipality's policy is to manage interest rate risk so that fluctuations in variable rates do not have a material impact on
the surplus / deficit.

Surplus funds are invested with banks for fixed terms on fixed interest rates not exceeding one year. For detalls refer Note 6.
Credit risk

Credit risk consists mainly of cash deposits, cash equivalents, and accounts receivable. The Municipality only deposits cash
with major banks with high quality credit standing and limits exposure to any one counter-party.

Accounts receivable comprise a widespread customer base. Management evaluated credit risk relating to these customers on
an ongoing basis. If customers are independently rated, these ratings are used. Otherwise, if there is no independent rating,
risk control assesses the credit quality of the group of customers, taking into account their financial position, past experience
and other factors.

Financial assets exposed to credit risk at year end were as follows:

Financial instrument 2013 2012

Cash and cash equivalents 24,368,452 10,695,167
Trade receivables from non - exchange transactions 15,078,545 6,305,556
Receivables from exchange transactions 10,835,060 448,957
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1.

Transaction Description

Construction of Nggwele community hait

Construction of Peddie Extension hall

Construction of Prudoh community hall

Construction of Bhongweni community hait

Professional services for Nyeleni-Qeto access roads
Development of IDP and SDBIP

Implementation of ERP system

Audi Centre East London

Circumstances / Name of Finalization
Reasons which led to service Date
deviation from norm  provider

Lack of capacity to the Tyume blocks Wednesday,

highest bidder August 15,
2012

Lack of capacity to the CJ & Td jv Tuesday,

highest bidder November 13,
2012

Lack of capacity to the Corefacts Wednesday,

highest bidder 1116ce QOctober 17,
2012

Lack of capacity to the Hob Wednesday,

highest bidder Construction  October 17,
2012

Lack of capacity to the ANM Friday, March

highest bidder 1, 2013

This was the only HTB Friday, March

tenderer Consulting 15, 2013

Section 32 Camelsa Thursday, April

Appointment Consuiting 25,2013

Group
Mayor's car was Audi Centre  Friday, June 7,
bought East London 2013

Amount

944 603

856,280

978,750

956,570

546,288
461,300

1,800,000

560,772

7,102,563

The supplementary information presented does not form part of the audited annual financial statemants and in . --
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