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CHAPTER 1

FOREWORDS AND EXECUTIVE SUMMARY

|

1.1 FOREWORD BY HER WORSHIP: THE MAYOR

| South Africa celebrated 20 years of democracy and freedom
in the year 2014. This milestone should be respected by all
South Africans; on the same wavelength the sacrifices which
were made by our forefathers should be remembered with the
attitude that befits those sacrifices. South Africa is a wonderful
country to live in than it was 20 years ago; its local
communities are in a much better state than they were 20
years ago. Amajuba District is wonderful place, full of
opportunities and possibilities, and we credit that to the

| founding fathers of our freedom and democracy.

It is important to highlight the fact that the Amajuba District
Municipality has had its fair share of challenges like almost all
government institutions out there, however the unity and the
stability of our council has made it possible for us to stand with
confidence and declare that indeed we are headed towards
the right direction.

When I, together with the council leading this municipality took over in the year 2011, we were
very clear in that our target would be to implement sustainable programmes that will have long
bearing socio-economic benefits for our people. | can proudly say that the latter has been
fulfilled, even though we have not reached our target but we are quite happy with the progress.
The investments and the strategic direction to establish an Economic Development Agency is to
this point an aspect of our good story to tell as government. The agency will accelerate the rate
at which our local economy grows and quicken the improvement of the lives of the people of
Amajuba District.

During the 2013/14 financial year, we also had to invest our energy and resources in supporting
and promoting education in the district. This was done through various donations to different
schools and individual learners to help them pursue their academic studies in tertiary
institutions. With regards to the latter, we have also worked with various partners to ensure that
we are able to say with pride that our citizens get maximum support from us as the municipality
in their academic pursuit.

I would be doing injustice if | do not mention the fact that celebrating 20 years of our democracy
and freedom meant that we had to do the checks and balances on whether have we been able
to deliver basic services to our people. “Water and Sanitation are as important as Democracy
and Freedom”, these are the words which were used by President Nelson Mandela to signify
the importance of water and sanitation. We have, even during the 2013/14 financial year
ensured that our people whether in urban or rural areas have access to clean water and
sanitation.



The fight against HIV/Aids continued to take a centre stage in our plans during the 2013/14
financial year. Prioritising core issues (like HIV/Aids) affecting our society does not take place in
a vacuum; it calls for determined and visionary leadership. We are committed to fighting
HIV/Aids to the point where we shalll realise a zero new infection rate and an HIV/Aids free
society. The legacy of the national government as led by President Zuma to intensify the fight
against HIV/Aids will in many years to come be remembered as an act of true leadership. This
council remain resolute in that the battle against this pandemic will be won in our lifetime.

| wish to thank the Amajuba District Municipality council, the administrative staff, and the entire
citizens of Amajuba District for their unwavering support.

Together, we move Amajuba District Forward !!
God Bless Amajuba District,

God Bless South Africa.

Clir JCN Khumalo

Her Worship The Mayor



1.2 FOREWORD BY THE MUNICIPAL MANAGER: MR LM AFRICA

Ne—T = - 3 As the Municipal Manager, | am honoured to present the
' “ S 5 Annual report for the 2013/14. The report has been compiled

in accordance with the Local Government Municipal Systems

Act 32 of 2000, the Local Government Municipal Finance

Management Act 56 of 2003, as well as National Treasury

Circular No. 11. The report addresses the performance of

Amajuba District Municipality for the year 2014.

The drafting, submission and dissemination of the Annual

Report are regulated by (S) 46 of the Municipal Systems Act

(MSA) 32 of 2000 and Section 121 of the Municipal Finance

Management Act (MFMA) 56 of 2003. Section 46 (1) of the

MSA states that A municipality must prepare for each

financial year a performance report reflecting —

(a) the performance of the municipality and of each external

service provider during the financial year;

(b) a comparison of the performances referred to in

paragraph (a) with targets set for and performances in the previous financial year; and

(c) measure taken to improve performance.

An annual performance report must form part of the municipality’s annual report in terms of
Chapter 12 of the Municipal Finance Management Act (MFMA) 56 of 2003.

Section 121 of the MFMA states that:

(1) Every municipality and every municipal entity must for each financial year prepare an annual
report in accordance with this Chapter. The council of a municipality must within nine months
after the end of a financial year deal with the annual report of the municipality and of any
municipal entity under the municipality’s sole or shared control in accordance with section 129.
(2) The purpose of an annual report is:

a) to provide a record of the activities of the municipality or municipal entity during the financial
year to which the report relates;

b) to provide a report on performance against the budget of the municipality or municipal entity
for that financial year; and

c) to promote accountability to the local community for the decisions made throughout the year
by the municipality or municipal entity.

Subsections (3) and (4) continue to prescribe the contents of the annual reports for both the
municipality and municipal entities. During the oversight process, to which the draft Annual
Report will be subjected, compliance with these legislati9ve requirements will be analysed.

The purpose of the report is to reflect on the work carried out in the year 2013/14 and provide
feedback on performance against targets to various stakeholders including the community we
serve, government departments and other interested parties. The report also ensures that



accountability is upheld, and the clients of the municipality are informed of the decisions that
were taken in this period. This report gives us a platform to present an account of our work over
this period as directed by these various stakeholders through the Integrated Development Plans
(IDPs)

This report allows us to take stock on how the Amajuba District Municipality responded to its
mandate as a sphere of government who is charged with the responsibility of delivering services
to our communities as well as to ensure that as a government entity we work towards improving
the lives of our citizens.

Amajuba District Municipality remains focused on delivering on its mandate and functions and |
am happy to be getting maximum cooperation from the whole staff, the Council, colleagues from
local municipalities, the private sector and other spheres of government.

Beside our financial difficulties the municipality has performed remarkably well in gaining the
confidence of the people we serve through accelerated service delivery implementation of its
core functions, namely water, sanitation, disaster management. Furthermore the municipality
has put in place very effective internal mechanisms for proper management of its funds, we are
positive that in no time our finances will be in order.

The 2013/14 financial year has been in many respects a year of rebuilding our municipality and
restoring its image, so that its citizens can once again be proud to be residents of the Amajuba
District Municipality. This gruelling process required that both the political and administrative
arms of Council, work collectively and very hard to be successful in this effort. At the core of
this, were a number of very critical aspects of rebuilding, which included proper financial
management plan, provision of water and sanitation, and consistent provision of other services.

Whilst the municipality has made substantial gains during the 2014/15 financial year, there
always remains room for improvement in all areas of the services that we are expected to
deliver to the community.

Despite the progress and the rhythm of good work, challenges were experienced by the
municipality and it is from those challenges that we take lessons to improve the operations of
the municipality.

LINDA M. AFRICA B.COM (ACCTNG) CPMD LIMFO
MUNICIPAL MANAGER



1.3 MUNICIPAL OVERVIEW

VISION: Amajuba will be a leading and pioneering District characterised by sustainable
development and quality services

MISSION: Amajuba District Municipality will champion good governance through:
- effective public participation

- vibrant local economic development - integrated service delivery
- intergovernmental relations

VALUES: The following values to be followed by the organisation were identified:
- Integrity
- Responsiveness
- Accountability

- Commitment
- Effectiveness

Background of Amajuba District Municipality (ADM): The Amajuba District Municipality (ADM) is
located in the north-western corner of KwaZulu-Natal and comprises the three local municipalities of
Newcastle (KZ252), Utrecht (KZ253) and Dannhauser (KZ254). The ADM is 6 910 km? in size with
Utrecht occupying the largest area of 3 539 km?, Newcastle some 1855 km? and Dannhauser some 1
516 km?. The main transportation routes linking the District to its surrounds including the N11 which
is the alternative route to Johannesburg from Durban, and the rail line which is the main line from the

Durban harbour to Gauteng. The R34 also bisects the district in an east-west direction and provides
a linkage from the port city of Richards Bay to the interior.

Map 1: Location of Amajuba District Municipality
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The district is viewed as a major industrial centre with several key industries anchoring
development in the region, notably: steelworks, textiles, chemicals and petroleum products.
Agricultural activities (dairy and crop farming) are well organised within the district and there is
considerable scope for expansion into agri-beneficiation activities. A well-developed tourism
sector with numerous natural beauty atiractions and an emphasis on the battlefields, adventure
tourism and the accommodation requirements of business visitors is also evident in Amajuba.

Demographics: Amajuba district demographic situation shows a concentration of people in the
Newcastle-Madadeni-Osizweni area, a smaller concentration in the Blaaubosch area and
dispersed population in the remainder of the district, with notable exception of the area in the
northeast of the Dannhauser municipal area, encompassing Ubuhlebomzinyathi Community
Authority Area. Demographic data reflected in tables below shows the Global Insight findings as
compared to the Statistics South Africa findings.

Table 1.1A: Wards and Population Data

YEAR DANNHAUSE | newcasTLE EMADLANGE | Amasusa
Total wards 11 31 4 46
| Total Pop: 1996 99 250 287 260 23 929 410 439
Total Pop: 2001 102 779 332 981 32 277 468 037
Total Pop: 2005 104 065 351 075 35 962 491 102
Total Pop: 2007
(Global lnsight) 97 866 360 190 39 561 497 617
Total Pop: 2007 (Stats SA,
Communtty Survey 2007) | 1368 327 637 23 263 442 266
Total Pop: 2008 (Global Insight) 97 602 364 244 40 316 502 162
Source: Amajuba Integrated Development Plan Review
Table 1.1B: Household Data - I
| YEAR DANNHAUSE | \ewcasTLE SUADLENCE S amasupa
| No of Hiholds 2005 19 094 72 089 5 663 96 846
No _of H/holds 2007 (Global 18 751 82 938 6 905 108 595
Insight) S .
No of H/holds 2007 (Stats SA,
Coraki e ot 18 057 77 786 5211 101054 |
| No of Hiholds 2008 (Global 19 010 84 744 7 063 110817
| Insight)

The 2007 statistics by Statistics SA also show an increase in a number of households from 96
846 in 2005 to 101 054 in 2007. An average household size has however decreased from 5.1 to

4.4,

Io-



Table 1.1C: Average Household Slze Data

YEAR DAN"SA”SE | NEWCASTLE | EMADB'I'IANGE [ AMAJUBA
l: Average H/hold Size 2005 5.5 49 6.4 5 1
merage H/hold Size 2007 » e . e
(Global insight) | ] ] ) )
Average H/hold Size 2007 (Stats
SA Community Survey 2007) o G i G
| Average H/hold Size 2008
| (Global Insight) 541 4.3 5.7 4.5
Source: Amajuba Integrated Development Plan Review
Table 1.1D: Economic Growth Data - - -
| YEAR DANNHAUSER NEWCASTLE ERADLANGE  AMAJUBA
% Growth/ annum (2001 to o
2005) 0.31 1.33 2.74 1.21
% Growth/ annum (1996 to 0 17 ; 1.4
2008) -0.5 . 4. .

Source: Amajuba Integrated Development Plan Review

The Global Insight Figures (2008) indicate that during the period 1996 to 2008, the Dannhauser

municipality has a declining population at - 0.5%, with the Emadlangeni municipality

experiencing the highest growth rate at 4.1% per annum. The Amajuba DM'’s average growth
rate during this period is 1.4% per annum. In terms of the number of households in the

community survey (2007), there has been a decline in the number of households in

Dannhauser, but an increase in both the Newcastle and Emadlangeni municipalities. The
Amajuba DM as a whole shows an overall increase in the number of households in 2007. The
community survey (2007) also indicates a decline in household size. The Global Insight (2008)
data indicates that there has been an increase in the number of households across all
municipalities in the Amajuba DM.

Priority issues:

Economic Development
Integrated Service Delivery
Social Facilitation and Development

e Institutional and Governance
e Municipal Planning
¢ Environmental Management

Sector plans have been established to channel service delivery. These sector plans are aligned
to the IDP and are reviewed as the need arises. All projects identified in the sector plans are
included in the projects section and the contents of the sector plans form part of the strategies

section.

The following table demonstrates the status of the sector plans at the end of the year under

review.

-



Table 1.2: Sector Plans

SECTOR PLAN STATUS

1 Integrated Environmental Programme Complete

2 Environmental Management Plan Complete

3 Integrated Waste Management Plan Complete

4 Cemetery Plan Under review
5 Public Transport Plan Under review
6 HIV/ Aids Plan Complete

7 Water Service Development Plan Complete

8 Tourism Development Plan Complete

9 Tourism Route Development Plan Complete

10 | Tourism Signage Development Plan Complete

11 Battlefields Development Plan Complete

12 LED Strategy and Plan Complete

13 | Manufacturing Sector Plan Complete

14 | Agricultural Development Plan Complete

15 | lrrigation Plan Complete

16 | Electricity Supply Development Plan Complete

17 | Disaster Management Plan Complete

18 | Performance Management System Policy Review (annually) Complete

19 | Municipal Infrastructure Investment Plan Complete

20 | Sports Facilities Sector Plan Complete

21 Area Based Plan Complete

22 Mountainous Areas Nodal Study- Phase 1 Complete

23 | Mountainous Areas Nodal Study- Phase 2 Complete

24 | Mountainous Areas Nodal Study- Phase 3 Currently being prepared
25 | Air Quality Management Plan Idne\%cl)gs;segz

Source: Amajuba Integrated Development Plan Review

2



CHAPTER 2

GOVERNANCE AND ORGANISATIONAL DEVELOPMENT PERFORMANCE

2.1 INSTITUTIONAL FRAMEWORK
21.1 ORGANISATIONAL CHART/ORGANOGRAM
The organizational structure of the District Municipality is depicted in the organogram below.

$
COUNCIL
Elected
5 PORTFOLIO Public
COMMITTEES Representatives
EXECUTIVE |@mrrsnnnunnnnnnnann
COMMITTEE
J}
R 4
FINANCIAL AND
PERFORMANCE
wansp  AUDIT COMMITTEE |—
: OFFICE OF THE
MUNICIPAL
MANAGER
II-\TJLEI?'?Icé Administration
FINANCIAL PLANNING & DEV, ENGINEERING COMMUNITY CORPORATE
SERVICES SERVICES SERVICES SERVICES SERVICES
.

Figure 1: Organisational Chart

As depicted in the organogram above, the Amajuba District Municipality has six departments.
Each department is headed by a political head who is an Executive Councillor. Below the
political head is the director who is a section 57 employee). The Municipal Manager in turn
reports to the Executive Committee, via the Mayor, who is the chairperson of the Executive
Committee. The Municipal Manager is assisted by the internal audit and independent
performance and financial audit committee in meeting his accountability requirements as
prescribed in the MFMA.

2.2 POLITICAL GOVERNANCE STRUCTURE
2.21 MUNICIPAL COUNCILLORS AND EXECUTIVE COMMITTEE ALLOCATIONS
The Municipality has composition of 25 Councillors as per table 2.1 below.




Table 2.1: Committee Allocations

NAME OF
COUNCILOR

LOCAL
MUNICIPALITY
REPRESENTED

PARTY
REPRESENTED

COMMITTEE
ALLOCATED

%AGE
OF COUNCIL
MEETINGS
ATTENDANCE

%AGE
OF
APOLOGIES
FOR NON-
ATTENDANCE

JCN Khumalo

Direct

ANC

1.ExCo

2.MM, Finance &
Economic
Development
Portfolio
Committee
3.IDP & LED
Portfolio
Committee

100%

Nil

EM Sigasa

Direct

ANC

Ex Officio for all
Committees

100%

Nil

LM Ndiovu

Direct

ANC

1.Corporate
Services Portfolio
Committee
2.MPAC

86%

14%

SD Msibi

Direct

ANC

Community
Services Portfolio
Committee

93%

7%

TM Mhlongo

Direct

ANC

Planning &
Development
Services

100%

Nil

SB Harber

Direct

DA

Engineering
Services Portfolio
Committee

86%

14%

TA Chonco

Direct

NFP

1.Community
Services Portfolio
Committee
2.MPAC

86%

14%

M| Dlamini

Direct

IFP

Community
Services Portfolio
Committee

93%

7%

FS Tsotetsi

Direct

AZAPO

1.MM, Finance &
Economic
Development
Portfolio
Committee
2.MPAC

2%

28%

VR
Hlatshwayo

Direct

IFP

1.Corporate
Services Portfolio
Committee

93%

7%

[



2. MM, Finance &

Economic
Development
Portfolio
Committee
1.ExCo
NA Zwane Newcastle Local | \\c 2.Engineering | 0 Nil
Municipality Services Portfolio
Committee
1.Corporate
NS Mathews New.ce.zstlc.a Local ANG Serwcm_as Portfolio 79% 21%
Municipality Committee
2.MPAC
Newcastle Local Community
NA Msibi N ANC Services Portfolioc | 86% 14%
Municipality .
Committee
Planning &
N tle Local
S Kubheka eweastie tocal | AnC Development 86% 14%
Municipality .
Services
Engineering
I
DRF Buthelezi | \oweastle Local ) Services Portfolio | 86% 14%
Municipality .
Committee
Planning &
L
MN Mbokazi | oweastle Local 1 Development 72% 28%
Municipality .
Services
1.ExCo
Newcastle Local 2.Corporate o o
EM Zungu Municipality NFP Services Portfolio 48% 56%
Committee
Corporate
JME Damons New.c ?Sﬂ? Local DA Services Portfolio | 50% 50%
Municipality .
Committee
Engineering
SJ Zulu Newcastle Local | ) Services Portfolio | 79% 21%
Municipality .
Committee
1.Planning &
I Devel
MS Miangeni | Neweastle Local 1, evelopment 93% 7%
Municipality Services
2.MPAC
1.ExCo
SB Newcastle Local 2. Planning &
IFP 86% 14%
Hlatshwayo Municipality Development ? °
Services
I 1.ExC
MN Majola Dannhauser L.oca ANG ExCo 93% 7%

Municipality

2. Community

15



2.3

Services Portfolio
Committee
MM, Finance &
Dannhauser Local e
MP Sithole Municinalit ANC Development 50% 50%
paiity Portfolio
Committee
Engineering
. D Local
MA Buthelezi | Dannhauser Local |\ Services Portolio | 86% 14%
Municipality .
Committee
. Engineering
M
MA Gama eMadlangeni | 0 Services Portfolio | 72% 28%
Local Municipality .
Committee

Total number of Council meetings held: 14 against 9 planned.
Total number of ExCo meetings held: 18 against 15 planned

ADMINISTRATIVE GOVERNANCE STRUCTURE

Table 2.2 below shows duties and responsibilities of each department within the Municipality.

Table 2.2: Departmental Duties/Responsibilities

o ICECOE MUNIC‘PAL PLANNING AND DEVELOPMENT CORPORATE SERVICES
MANAGER
Leadership Development Planning »  General administration
* Overall responsibility for the | = Spatial Development | »  Fleet Administration
organisation Frameworks (SDF) = Property Management
* Form and develop efficient and | = Land Use Management | =  Security Services
effective administration. Systems (LUMS) * Cleaning/Gardening Services

= Advise political structures and
political office bearers.

=  Ensure implementation of
decisions of political structures.

= Ensure implementation of
national and provincial
legislation/ laws.

= Accountability for financial and
other resources in the
municipality.

= |DP Alignment and Institutional
Support

Performance Management System

(PMS)

* Organisational PMS

=  Annual Report

»  Geographic Information
Systems (GIS)

= Relevant IDP Sector Plans

= Housing and Land Reform
Coordination

= District Information
Management System (DIMS)

* Support to Dannhauser and

eMadlangeni

Planning and Monitoring
* Integrated Development

Departmental Policy Development | =

and sourcing of project funds

Secretariat

|6



Planning in terms of the MSA
and the MFMA

* Performance Management
Systems in terms of the MSA
and the MFMA.

Public Relations

*  Promote access to information.

= Provide ad hoc assistance to the
Mayor’s office.

= Media liaison.

= Coordinate & organize official

functions.
= |DP
= PMS

Communication
»  Strategic Planning

Internal audit and audit committee
° Internal Audit, Performance &
Risk Management

Environmental
terms of NEMA

Management in

Council Support

Legal Services
Labour Relations

Internal Relations

Local Economic Development

* Local Tourism, Agriculture and
Commerce and Industry

= SMME Support and Poverty
Alleviation

= AFLED
administration

= Project management

sub-committee

Policies and Procedures

Municipal Entities - UTW

Information Technology
*  Network administration

= Policy Development and
Implementation

= District Information
Management System

= Support services to

Dannhauser and eMadlangeni

Compliance Matters

= Check compliance with
legislative requirements/ dates

Fundraising/ resourcing

Corporate Image and Marketing

* Corporate gifts and clothing

* Corporate marketing material
and marketing adverts in the

media

=  ADM quarterly newsletter-
compilation, printing &
distribution

* Deputy information officer i.t.o.
Promotion of Access to
Information Act

Capacity Building/ Training
Governance

Registry/ Records Management
Human Resources
Skills Development
Employee
Programme
Occupational Health & Safety

Wellness

I



* Battlefields Destination Branding
and Marketing

= Tourism specific events and
road shows in partnership with
TKZN

* Marketing and corporate image
component of events arranged
by all

departments.
» Political Support Office Staff/

Activities

ENGINEERING SERVICES FINANCIAL SERVICES COMMUNITY SERVICES
Water Service Authority Management of Grants, Taxes, | Regulate Passenger Transport
= Governance, Planning & | Levies, efc.

Regulation
Electricity Income and Expenditure Municipal Airports

Integrated Waste Management

Debt Management

Cemeteries and Crematoria

Municipal Roads

Budgets (Planning, Implementation
& Control)

Disaster Management
*  Fire Fighting

Land Reform
* Infrastructure Development.

Assets Management

Departmental Policy Development

Municipal Infrastructure Grant
Programme (MIG) and other
allocations

= Basic residential infrastructure.

=  Public municipal services
infrastructure.

»  Social institutions infrastructure.

= Micro enterprise infrastructure.

= Departmental policy
development.
=  PMU Unit

Payroll

Municipal Health Services

*  Water quality monitoring.

=  Food control.

= Waste Management.

=  Health Surveillance of
premises.

= Vector Control.

* Environmental Pollution Control

= Surveillance and prevention of
common diseases.

* Disposal of the Dead.

* Chemical Safety.

Risk Management

Fundraising and Resourcing

Loans and Investments

Sport and Recreation

= Plan and coordinate
implementation of sporting
activities.

Plan and coordinate

implementation of cultural activities.

Financial Reporting

Youth and Gender Matters
Plan and coordinate
relating to youth and gender.

matters

8-



Departmental Policy Development Multi-Purpose Community Centres:
*  Functioning thereof

Supply Chain Management

Audit Administration

The ADM consists of 5 Section 56 posts and 1 Section 54 post; which were all filed in the year
under review. Section 54 and 56 posts are outlined in table 2.3 below.

Table 2.3: Section 54 and 56 Employees

DIRECTORATE | NAME GENDER PP
Municip;ell_;llanag;" “L Af_rica S l\;~ - O% D-e“:(r:“em;err 2012 -
Chief Financial Officer T Maseko Male 08 July 2013
Acting Chief Financial Officer H Mthembu Male 06 June 2014
Director Corporate Services M Mkhwanazi Male 01 March 2013
Director Engineering Services T Zulu Male 04 March 2013
gggc;é(;rsPlanning & Development C Myeza Male 01 March 2013
Director Community Services S Mdakane Female 01 August 2012

Table 2.4 below shows the staff complements per ADM’s department.

Table 2.4: Staff Complement

201212013 I 2013/2014
DEPARTMENT FILLED | VACANT | TOTAL | FILLED ' VACANT | TOTAL |
V POSTS oh ,PQ§TS E WIM'—‘/QSTS POSTS POSTS POSTS |

Office of the 15 6 21 19 3 22
Municipal Manager
Corporate Services 17 27 17 20 5 25
Financial Services 1 10 21 19 2 21
Planning and 16 3 19 17 3 20
Development




Engineering Services 15 6 21 74 28 102
Community Services 33 6 39 34 6 39
TOTAL NUMBER OF |

STAFF 107 58 138 183 47 229

Source: Human Resources

There were 183 staff members during the year under review, 2 of whom retired and 1 dismissed.

231 EMPLOYMENT EQUITY DEVELOPMENT

In accordance with the Employment Equity Act No. 55 of 1998, the District Municipality
developed and implemented the Employment Equity Plan; and as required by the said Act, the
Plan was submitted to the Department of Labour. The Plan reflects the significant progress the
District Municipality has achieved with actions to address challenges relating to enhanced
demographic representivity, skills development, succession planning, fast-tracking, mentorship,
diversity management and organizational culture assessment. The employment equity profile
illustrates progress made towards transformation. In terms of women empowerment, significant
initiatives need to be introduced at top level to bring women to the fore. The employment equity
statistics are presented in table 2.5A and 2.5B below.

Table 2.5A: Representation by Occupational Level

Male Female
Occupational Levels _ _ . ’ : i Total
African |Coloured| Indian | White | African | Coloured | Indian | White

Top management 5 1 6
Senior management 25 2 1 3 1 32
Profes_sionally qualified 9 5 12 23
and mid-management
Skilled technical and
academically qualified
workers, junior 16 2 1 17 3 1 40
management,
supervisors, foremen,
and superintendents
Other staff 64 1 1 ™ 2 79
TOTAL 119 1 5 4 44 6 1 180




Table 2.5B: Demographic profile of employees

. = ; Designated* Non-Designated
Employment Equity Implementation Group (%) Group (%) Women (%)
Senior Management (Section 54 and 56 83.3% 16.6%
Managers)
Middle Management (Level 1-3: Deputy o o
Director, Assistant Director) 96.8% 3.125%
Junior Management (Level 4) 100%

Source: Corporate Services — Human Resources

the Disabled Individuals

2.3.2 SKILLS DEVELOPMENT

*Africans, Coloureds, Indians, Women and

The employment equity guidelines form an integral part of planning for training as reflected in
the Skills Development Act. The District Municipality has developed a comprehensive
Workplace Skills Development Plan for the period under review in line with the said Act and the
Plan was submitted to the Department of Labour as required by the Act. The District
Municipality is registered with the Local Government Sector Education and Training Authority
(LGWSETA) and skills development initiatives relating to the municipal core services have been
carried out at all levels of employment. The District Municipality contributed R 634 148.96 to
skills development and claimed R R32 687.98 in skills levies from the LGSETA. Councillor and
staff training for the year amounted to R474 303.

2.3.3 EXPENDITURE MANAGEMENT OF EMPLOYEES AND COUNCIL
In terms of the MFMA the municipality is required to disclose all expenditure of staff and
coungilors, in compliance with Section 65-66 of the MFMA. Tables 2.6A and 2.6B below

illustrate the said expenditures.

Table 2.6A: Personnel expenditure for the past four years

! . Personnel Expenditure
Municipal Audited ' <iu !
= . . - Personnel Expenditure | as a % of administration
Financial Year Expenditure — Section
12(6) (R) R®) n
Section 12(6) 7
2010/2011 178,368,795 38,526,190 22%
2011/2012 167,600,293 38,073,268 15%
2012/2013 195,043,428 40,802,230 21%
2013/2014 236,218,255 69,628,199 29%

A



Source: Financial Services

Table 2.6B: Councillors’ expenditure for the past four years

| Municipal Audited , Hefsonnel Expenditure
. . . . { Councillors as a % of administration
Financial Year | Expenditure — Section |
12(6) (R) ‘ Expenditure (R) -
7 Section 12(6)

2010/2011 178,368,795 3,885,817 2%
2011/2012 167,600 293 3,675,555 2%
2012/2013 195,043,428 4,220,119 2%
2013/2014 236,218,255 4,204,529 1%

Source: Financial Services

2.3.4 PENSION AND MEDICAL AID FUNDS — STATISTICS
Tables 2.7A and 2.7B below indicate a summary of pension and medical aid funds utilized by
council employees and councilors from 01 July 2013 to 30 June 2014:

Table 2.7A: Summary of Pension Funds 2013/2014

Number Employee ' Employer
Description of Contribution = Contribution Total (R)
Members (R) | (R)
Natal Jc:)mt Municipal Employees Provident 104 429688 692940 1122628
Fund (5%)
Natal Joomt Municipal Employees Provident 25 136633 266433 203066
Fund (7%)
Natal Joint Municipal Employees Provident
Fund (9.25%) 15 113213 220307 333520
Natal Joint M.un|C|paI Employees 14 79756 266657 346413
Superannuation Fund
Government Employees’ Pension Fund 12 84438 98195 182633
Municipal Councillors Fund 9 125292 0 125292
Municipal Employees Pension Fund 1 6738 16171 22909
Natal Joint Municipal Employees Retirement 1 3936 15572 19508
Fund 7 B
| Total Pension Fund 181 979694 1576275 2555969




Table 2.7B: Summary of Medical Aid Funds 2013/2014

Number Empioyee Employer
Description of Contribution | Contribution Total (R)
Members (R) (R)
Global Health Medical Scheme (Gold) 14 122803 163733 286536
Global Health Medical Scheme (Silver) 7 39118 58678 97796
Global Health Medical Scheme (Bronze) 4 8526 13622 22148
Bonitas Standard 25 154623 174565 329188
Hosmed 10 40163 60245 100408
Bonitas Prime 7 24962 37444 62406
LA Health 31 191518 234783 426301
Momentum/Samwumed 16 56092 84137 140229
Total Medica! Aid Fund 114 637805 827207 1465012

Source: Financial Services - Payroll

2.4 INTERGOVERNMENTAL RELATIONS

Amajuba District Intergovernmental Forum comprises of Amajuba District Municipality,
Newcastle Local Municipality, Dannhauser Local Municipality and eMadlangeni Local
Municipality. In accordance with the Intergovernmental Relations Framework Act (No 13 of
2005), there must be a “district intergovernmental forum to promote and facilitate
intergovernmental relations between the district municipality and the local municipalities in the
district” (Section 24).

The protocol agreement amongst the aforesaid municipalities was duly signed in 2012.  All
Intergovernmental Forums endeavours to meet quarterly in line with the protocol and schedule
of IGR meetings.

Technical Forum comprising of Municipal Managers and District Area Sub-Technical Forums
comprising of Senior Managers from four participating municipalities were formally established
on 19 August 2013 and meets quarterly prior to the Mayors Forum meetings in order to ensure
proper co-ordinated advice to the forum.

The following are Intergovernmental Relations Forum, Technical Forum and Sub-Technical
Forums existing at Amajuba District:

e Mayors Forum e District Area Planning and
e Municipal Managers Forum Development Forum
e District Area Financial Forum e District Area Community Services
e District Area Corporate Services Forum
Forum



District Area Technical Services e District Area Internal Auditors and
Forum Risk Officers Forum
District Communicators Forum

2.5 PUBLIC ACCOUNTABILITY AND PARTICIPATION

IDP Participation and Alignment

Alignment of the IDP took place throughout the IDP process through the IDP and PMS
Committee which was started during the 2007/8 financial year and which replaces the
Planning and Development Coordination Committee (P&DCC). The committee met as
follows:

o 18 July 2012;
28 September 2012;
16 January 2013;
13 February 2013; and
10 May 2013.

O O O O

The Integrated Development Planning Representative Forum (IDP RF) remained the
primary forum for participation in the integrated development planning process. The
forum has members from a wide range of stakeholders that include: Amajuba
Councillors and officials, Local Municipalities, Non-governmental Organisations, Private
Sector Organisations, Community Based Organisations, Government Departments and
Parastatals. Indicated in the table below are the dates proposed for IDP RF meetings in
the District's Process Plan as well as the actual dates for the meetings:

PROPOSED DATES ACTUAL DATES
18 November 2012 23 November 2012
05 April 2013 7" and 8" March 2013
10 May 2013 3 May 2013

It should be noted that 3 IDP-RF meetings were held during the 2012/13 financial year,
the ADM held the Amajuba Growth and Development Summit which also covered issues
that are discussed during ordinary IDP-RF meetings.

Amajuba District Municipality embarked upon a series of 2013/2014 IDP/Budget Road
shows for the review of the IDP 2012/13, they were conducted in almost every part of
the District in partnership with the three local Municipalities within the District that were
scheduled as follows:



Area Date Day Time Venue
Dannhauser | 23 April 2013 | Tuesday | 10h00 | Milford Farm Sport Grounds(Ward 4)
LM
Dannhauser | 24 April 2013 | Wednes | 10h00 | Flint Farm Sport Grounds ( Ward 6)
LM day
Dannhauser | 26 April 2013 | Friday 10h00 | Emfundweni Stadium (Ward 11)
LM
Emadlangeni | 30 April 2013 | Tuesday | 10h00 Bergsig Sports Grounds (Ward 2)
LM
Newcastle 04 May 2013 | Saturday | 10h00 | 42 Community Hall (Ward 10 &15)
LM
Newcastle 05 May 2013 | Sunday | 10h00 | Maaskraal Farm, Esididini Sports
LM Grounds (Ward 31)
Stakeholders Date Time Venue
Presentation | 02 May 2013 | Thursday | 10h00 | Amajuba District Municipality Council
to Traditional Chamber
leaders and
Religious
Leaders
Presentation | 03 May 2013 | Friday 10h00 | Amajuba District Municipality Council
to all forums Chamber
and IDPRF
Presentation | 07 May 2013 | Tuesday | 14h00 | Amajuba District Municipality Council
to Public Chamber
Transport
Association

» Information sessions consultation were convened between the District Municipality and
Local Municipality ‘s Councillors and officials with a purpose of ensuring that when the
public consultation processes commence we share a common vision and shall have
established our roles and responsibilities for a successful 2012/13 Mayoral
IDP/BUDGET review Road show in Amajuba District.

» The District Mayor also convened a special meeting with the Districts Head of
Departments from various Government Sector departments inviting them to provide

services during all the scheduled events.

* Themes that came from IDP and budget road shows/public participation where as
follows with particular focus to the responsible institution:




Inputs

Responsible Institution

Water and JoJo tanks
Sanitation
Education

o Bursaries

o Learnership
Cemetery
Disaster management

o Lightning conductors
Community amenities

o Sports facilities

o Arts facilities/ activities

o Cultural activities
Special programmes

o Women
o Youth
o Disable

Economic development
o Skills development
o Co-operatives

o SMMEs
o Job creation
Transport

Amajuba District Municipality

Land restitution and sites
Housing and geysers
Roads and bridges

Local Municipalities

Crime prevention
Education

o ABET
Créches/heating system
Electricity/solar
Land restitution and sites
Housing and geysers
Roads and bridges

Sector Departments

2.6 CORPORATE GOVERNANCE

3.6.56 Corporate Governance

3.6.5.1 Risk Management and Internal Audit
The scope of work of the Internal Audit Activity is to determine whether the Amajuba District
Municipality network of risk management, control and governance processes, as designed and

represented by management, are adequate and functioning in a manner to ensure:

that risks are appropriately identified and managed;

that interaction with the various governance groups occurs as needed:

that significant financial, managerial, and operating information is accurate, reliable, and

timely;

that employees’ actions are in compliance with policies, standards, procedures, and




applicable laws and regulations;

= that resources are acquired economically, used efficiently, and adequately protected:
= that programs, plans, and objectives are achieved:
= that quality and continuous improvement are fostered in the Amajuba District

Municipality control process;

* that significant legislative or regulatory issues impacting the Amajuba District
Municipality are recognized and addressed appropriately; and
= that Performance Management is evaluated and reported upon.

In the year under review, internal audit unit became co-sourced as compared to the previous
years when internal auditing was outsourced; the Manager Risk and Internal Audit was
appointed in December 2012 and the unit was to be established beginning of 2013/2014

financial year.

The table below illustrates the top 5 risks and measures to mitigate.

Table 3.8; Top 5 Risks

Risk

Measures to Mitigate

1. Inefficient monitoring of ambient air

1.1 Development of Air Quality Management; 1.2
Development and Gazetting of Air Quality by-laws

2. Failure to fill critical positions

2.1 Develop clear guidelines for reference /
background checks

3. Insufficient funds to render effective and
efficient services

3.1 Implementation of proper application of
equitable share; 3.2 Implementation of Revenue
Enhancement Strategy; 3.3 Improve on
expenditure at user departments level

4. Inability to collect debts due to the
Municipality

4.1 Implementation of Revenue Enhancement
Strategy

5. Failure to utilize grants according to the
agreed conditions

5.1 Improve interdepartmental communications; 5.2
Grants Management Strategy to be developed

3.6.5.2 Anti-corruption and fraud

Anti-fraud and corruption policy was developed and a plan is in process of development.

3.6.5.3 Supply Chain Management

The table below is a list of services undertaken in the year under review that had a total cost of

R100,000.00 or more.

Table 2.9: Services provided with total cost of more than R 100,000.00

=

Description of Goods/Services Contract Amount (R)
Councillor Training on Local Government 120 612.00
Supply and delivery of tracksuits for SALGA Games 106 875.00

2.



Description of Goods/Services Contract Amount (R)
Supply and installation of gates at old Monte Vista 157 954.00
Construction of 21 undercover parking bays 130 000.00
Supply and delivery of 17 laptops 139 145.00
Event Organizer — Nelson Mandela Day 134 100.00
Supply and delivery of two doors tunnels 173 544.00
Women's Day celebration event management services 184 420.00
Supply and delivery of certified potato seeds 163 000.00
Supply and delivery of t-shirts and golf shirts for uMkhosi womhlanga 101 950.00
Supply and delivery of pipes and fittings 128 000.46
Catering for Amajuba Games sessions 128 550.00
Supply and delivery of diaries and calendars 154 500.00
Caterings for SALGA Games at Kokstadt 146 585.00
Supply and delivery of workshop tools 156 908. 12
LED TVs and sound system for Mandela funeral 150 000.00
Supply and delivery of water meters 169 575.00
Makhabamane Garden Irrigation Scheme refurbishment 156 541.95
Matric Excellence Awards event management services 135 200.00
Event co-ordinator IDP Budget roadshow: White City 125 000.00
Event co-ordinator IDP Budget roadshow: Nhlazadolo 144 960.00
Event co-ordinator IDP Budget roadshow: Ntendeka 120 595.00
Event co-ordinator IDP Budget roadshow: Wit uMfolozi 144 750.00
Supply and delivery of flocculent chemicals 105 208.32
Physical verification of movable assets taken over from uThukela by ADM 195 447.30

Source: Implementation of supply chain management policy report

Table 2.10 below illustrates tenders awarded during the year under review.

Table 2.10; Tender awarded

DESCRIPTION OF GOODS / SERVICE CONTRACT AMOUNT (R)
Disaster Management Training 223 440.00
Transport SALGA Games 550 000.00
Supply and Delivery of laying hens 351 300.00
Supply and delivery of fertilizers 464 000.00
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DESCRIPTION OF GOODS / SERVICE CONTRACT AMOUNT (R)
CCTV access control, container and doors 458 981.36
Intergovernmental Relations Expert 843 802.00
Municipal Governance and Administration Expert 800 000.00

Construction of Buffalo water scheme phase 3

10 959 577.55

Supply of Microsoft ware 320 379.90
Development of air quality management plan for ADM 300 000.00
Additional security for ex-uThukela Water plants 209 181.56
Sakhi Khumalo Irrigation Scheme refurbishment 357 372.90
Updating the fixed asset register 384 294.00
Event organiser for IDP roadshows 2014/2015 339 890.00

Source: Implementation of supply chain management policy report

3.6.54 By-laws

The Municipality has water services by-laws. These by-laws are under review.

3.6.5.5 Websites

Website was updated on a quarterly basis and as the need arises. Table 3.10 below highlights

activities undertaken in the year under review.

Table 3.11: Information Technology Governance

Budget ~ Expenditure Actual Performance
Programme Project 2013/2014 2013/2014 e % p e

e B B
T WAN 500,000 500,000 | 100%

Connectivity
T Paperless 100,000 100,000 | 100%

council
IT Improved 60,000 60,000 | 100%

email security

Source: Planning and Development Services Information Technology and Geographic

Information Systems

3.6.5.6 Public satisfaction on municipal services

Public customer satisfaction survey was not conducted in this financial year.
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CHAPTER 3

SERVICE DELIVERY PERFORMANCE

This chapter indicates how far the municipality is in achieving its strategic objectives as per key
performance areas and indicators stated in the service delivery and budget implementation plan
(SDBIP) for the year under review and as per national key performance indicators. This chapter
therefore serves as an annual performance report.

3.1 BASIC SERVICE DELIVERY

Basic service delivery is the core function of Engineering Services (ENGS) as this department is
responsible for provision of basic services (water and sanitation) and implementation of capital
projects thereby ensuring an enabling environment for job creation. It is as well a core function
of all departments in terms of implementation of the Integrated Development Plan.

3.1.1 Integrated service delivery
Table 1.2 of chapter 1 of this report illustrated the status quo of the sector plan. Table 3.2 below

indicates process thereof.

Table 3.1: Progress on sector plans development

i Actual Perf
Description of = Budget 2013/2014 E;gf;gg;’;e | Rty LR Ly
Sector Plan (R) ! (R) | Com'oﬂetlon I Progress
. %
Air Quality Draft baseline

Management assessment report

completed. Project is
ongoing

800 000 300 000 20%

3.1.2 Provision of Basic Services

Newcastle Local Municipality is authorised (Water service Authority) for the Newcastle Area
whereas Amajuba District Municipality is the Water Service Authority (WSA) for Dannhauser
and Emadlangeni Municipalities. The Amajuba DM has service level agreement with a Water
Service Provider, uThukela Water (Pty) Ltd, which provides water services on behalf of the
District. The table below illustrates percentage blue drop water certification by the WSA.

Table 3.2: Blue Drop Water Rating

St % of Blue Drop Water Certification
Municipality

" 20fE01a |

37.49% Awaiting for DWA

2011/2012 i ~ 2012/2013
Amajuba 83.31% ‘

The Amajuba WSA, in association with uThukela Water, received two Blue Drops during the
previous assessment (2011/2012) and obtained an institutional average of 83.31%. The Blue
Drop Risk Rating obtained during the current assessment (2012/2013), may suggest a slight
drop in the quality of the water services.
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For 2012/2013 financial year, DWA conducted a blue drop risk-rating (PAT) assessment. The
Amajuba received a risk rating of 37.49%.

The table below illustrates a number of households with and without access to water.

Table 3.4A: Number of households with and without access to water as at 30 June 2014

Total HH’s .
. Below basic i .
S Baseline as . Basic level of Above basic
Municipality level of services : x
per census service level of service
I backiog
2011
Dannhauser | 20 800 3213 15% 13599 65% 3988 20%
' Emadlangeni i 6803 | 4880 | 72% 231 4% 1689 | 24%
' Amajuba District 27603 | 8093 | 29% | 13830 | 51% | 5677 | 20%

Source: Amajuba District Municipality: Internal monitoring based on non-approved WSDP review

The table below illustrates a number of households with and without access to sanitation.

Table 3.4B: Number of households with and without access to sanitation as at 30 June 2014

Total HH’s

e Baseline as Below ba§|c sl Basic level of Above basic level

Municipality per census of services / : £ :

2001 backlog service of service

information . . S :
Dannhauser 20 800 8064 | 38% 9506 | 46% 3230 | 16%
Emadlangeni 6 803 2491 | 37% 2528 | 37% 1784 | 26%
Amajuba District 27 603 10555 | 38% 12034 | 44% 5014 | 18%

Source: Amajuba District Municipality: Internal monitoring based on non-approved WSDP review

3.1.3 Capital Projects
Table 3.5 below outlines the capital projects implemented in the year under review.

Table 3.5: Capital Projects

Sedipaed Budget Roll-over GEnds Expenditure Actual Performance
! Total Value Received
Project Name = 2013/2014 2012/2013 2013/2014 %
of Project R R 2013/2014 R 2 4 Progress
R) (R) (R) 0w ,,,,( ) | Completion |~ e
] ' ' ' Project
progressing
Buffalo Flats well, AFA was
Water Supply 83 517 981 9 808 374 5309 000 | 57 271 000 9943 230 80% submitted to
Ph3 DWA for
additional
funding.
Buffalo Flats o Progress is
Sanitation 141 559 111 31723 000 35472 312 54% satisfactory

Al




| Tist:{"\?:f: - : Budget | Roll-over Rzggit\jl se 4 | Expenditure i Actual Performance
Project Name 3 201312014 | 2012/2013 | | 2013/2014 LY
. of Project = R | 2013/2014 _ t .. | Progress
e . _(R)‘ ‘ ( ) | ( ) (R) (R) i Completlon
| Emadlangeni N ' L 1 T T | . MW"M-“Prﬁé§réésﬁi's”" "

Sanitation 49 434 865 5754 884 5249 563 30% satisfactory

Dannhauser Progress is

Sanitation Y LR 0 S satisfactory
Awaiting
closeout report
for the

Emadlangeni identification of

Rural Water 12320250 | 4600 000 10 484 000 6 388 819 75% Ll el

Supply Ph1 program, Uwp
conducting
feasibility for
water network
reticulation

Emadlangeni 80 Household

Rural Water 6754842 | 5884000 1199 986 15% benefitted

Supply Ph2 during s_ectlon
1 of project.

Source: Engineering Services/Financial Services

In the year under review, 1 461 jobs were created through EPWP.

3.2 MUNICIPAL INSTITUTIONAL DEVELOPMENT AND TRANSFORMATION
Institutional development and transformation matters are covered in chapter 2 of this report.

3.3 LOCAL ECONOMIC DEVELOPMENT
Local economic development (LED) is a core function of Planning and Development Services
(P&DS) through implementation of LED and Tourism projects. ENGS also contributes to LED
through its EPWP projects. Total number of jobs created in the year under review amounts to
212 jobs through LED programs and 1 089 jobs created through labour intensive constructions.

Table 3.6: LED Programme and Projects

Programme

Yellow maize

Project Description

Budget 2013/2014

(R)

Cultivation of yellow
maize for black
emergent farmers. ADM
provided seeds,
fertilisers, weeding
chemicals and
mechanisation .

2000 000.00

Expenditure
2013/2014
(R)

1770 000.00

100%

Actual Performance 2

%age Completion

!

Potato

L

Cultivation of potatoes
for black emergent
farmers. ADM provided
seeds, fertilisers and

200 000.00

180 000.00

100%
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| Budget 2013/2014  EXxPenditure | Actual Performance

Programme @ Project Description R 2013/2014 - .
] (R) (R) . %age Completion
estiides. -y e ey B i
{ |
| Cultivation of pumpkins
: and butternuts for black .
Pumpkinand | . ent farmers. ADM | 100 000.00 100 000.00 100%
butternuts .
provided seeds and
fertilisers and pesticides.
| Infrastructure Installation of irrigation 300 000.00 220 572.92 100%
; System
Installation of Irrigation 100%
Infrastructure System 40 000.00 - 3429348
Totals 2 640 000.00 2 304 000.30

Source: Planning and Development Services, LED Unit

LED poverty alleviation projects budget is guided by quotations of approved projects or
programmes as such the budget and expenditure are the same as seen in the table above.

Table 3.7: Tourism Projects

Project Budget . Expenditure | Actual Performance
mahe 2013/2014 DOIBI201AZ Loaniiss i S
eschption (R) (R) | Completion % | Progress
ADM Project R500 000.00 R78 245 100% Funding Constraints, Budget
Support ' ° could not be utilised
Tourism o Funding Constraints, Publications
Marketing R200 000.00 R25 000 100% only
CTO Support R100 000.00 R2650 100% Funding Constraints. Budget
could not be utilised
;ﬁgcvssm& R60 000.00 0 100% Funding Constraints, LMs attend
. : ? on behalf of the district
g‘i;”n”asg”e‘ R50 000 0 0% Funding Constraints

3.4 MUNICIPAL FINANCIAL VIABILITY AND MANAGEMENT
Financial matters covered in chapter 4 of this report.

3.5 GOOD GOVERNANCE AND PUBLIC PARTICIPATION

3.5.1 Good Governance
Governance matters are covered in chapter 2 of this report.



3.5.2 Public Participation — Social Services

Project Name Date Venue Performance
1. Gender
Vote Number: 0100/3660/0000
e Women’s 6-7/08/2013 uThukela District Provincial Women’s Parliament was
Parliament attended by the delegates
e Women'’s Day 9/08/2013 uThukela District Provincial Women'’s Day Celebration
Celebration was attended by the honorable
Mayor and females councilors
e District Women’s | 14/08/2013 Dorset Dannhauser Public Women'’s Inter-church prayer
Prayer Meeting Municipality ward 4 for all social ills
e District Women's | 24/08/2013 La Gratitude Partnership Project with private
Gala Dinner Newcastle women'’s initiative
e  Womenin 04/09/2013 Richview Hall All the females’ councilors and
Leadership Newcastle women in leadership in our district
Dialogue attended the dialogue in order to
discuss their challenges they faced
up with in their daily life’s.
e Brothers for Life | 29" to 30" April | Council Chamber Educating Man on the Healthy
Training 2014 lifestyle and Manhood
2. Disability
Vote Number : 0100/3642/0000
« International Day | 02" to 05" Zululand DM Transport & Refreshments for 6
for Disabled December 2013 delegates representing ADM.
Persons
e Amajuba Summit | 20/09/2013 Old Monte Vista Consultative Summit for the Deaf.
for the Deaf Casino Newcastle
e Provincial Deaf 28" to 29" Enseleni, Uthungulu Transported the players.
Games September 2013 | DM
3. Children
Vote Number: 0100/3772/0000
e International 30" Octoberto | Ugu DM Transported 3 Children’s to represent
Children’s Day 03™ November KZN under Amajuba DM
2014
e Child Protection | 26" to 30" May | NDH, NUT & NN Awareness & child protection
Week 2014
Vote Number: 0100/3639/0000
e Celebrate 18" July 2013 Dannhauser Visited the 6 senior citizens
Mandela Day household delivered the groceries
and the Prayer at KwaMadakane Hall
e District July 2013 Newcastle Promote Active Aging
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Golden

Games

e Provincial 27" t0 29" Aug. | Arbor Park, Newcastle | Promote Active Aging
Golden 2013
Games

¢ National 18" t0 25" Oct. | Boksburg, Gauteng Promote Active Aging. Three senior
Golden 2013 citizens represented Amajuba DM
Games

Senior Citizen

Vote Number: 01

00/3639/0000

Celebrate 18 July 2013 Dannhauser Visited 6 senior citizen household
Mandela Day delivering groceries and the Prayer at
KwaMdakane
District Golden July 2013 Newcastle Promoting Active Aging
Games
Provincial Golden | 27" to 29" Aug | Arbor Park Promoting Active Aging
Games 2013
National Golden | 18" to 25" Oct | Boksburg, Gauteng Promoting Active Aging. Three senior
Games 2013 citizens representing Amajuba DM
HIV&AIDS
Vote No:
0100/3665/0000
World Aids Day 01 Dec 2013 Emadlangeni Increased a free HIV&AIDS

generation, distributing the condoms
and promoting health lifestyle

Arts and Culture

Vote Number :
0100/3665/00

Operation Siyaya

24™ August
2014

Meadowlands Hostel

Promoting the morality and abstinence

Royal Reed
Dance

31 August 2013

Enyokeni Royal
Palace

Promoting morality and abstinence

Balloting for
Playhouse
Scathamiya

31 August 2013

Durban Playhouse

Transporting the teams.

Zulu 200
Competition

22 Sept 2013

King Shaka Airport

Transporting the participants

Provincial
Playhouse
Scathamiya
Competitions

28 Sept 2013

Durban Playhouse

Promoting the culture

Internal Culture
and Heritage
Celebration Day

03 Oct 2013

ADM Sport Complex

Team Building amongst staff and
promoting the tolerance with difference

cultures

Amajuba Arts,

26 Oct 2013

Osizweni Art Centre

Promoting and search for talent on all




Culture and

artistic genres.

Heritage
Exhibition

*  Amajuba 30 Nov 2013 Farmers Hall Cultural intolerance and difference
Rainbow Show food

SPORT AND RECREATION
Project Name Date Venue Performance

7. Sport and

Recreation
Vote Number: 0100/3773/0000

e Rural Horse

15 June 2013

Utrecht Rural Horse

Co-ordination of the event

Development

Riding Riding Track

¢ Rural Schools 20 July 2013 Empungwini Ward 1 Co-ordination of the event
Sports Games Dannhauser

e Siyabonga Nkosi | 17 June 2013 Osizweni Stadium Co-ordinated jointly with Newcastle
Youth Festival Ward 11 NN Municipality promoting soccer talent in

our District
e Dundee July 20 July 2013 Dundee Horse Co-ordination of the event
Riding Course

¢ Dr. Mathalia 21 July 2013 Sinaba Sports Promoting the local talent in our district
Schools Ground Madadeni
Knockout NN
Competition

¢ SALGA Game Oct —Dec 2013 Newcastle High Promoting the talent of our youth in all
2013 School - Kokstad the sports codes.

8. Youth

Vote Number : 0100/3656/0000

e Matric Excellence
and Financial
Assistance
Awards 2014

22 January
2014

Old Monte Vista
Casino Newcastle

Awarding the top learners in our district




3.6 SPATIAL PLANNING AND ENVIRONMENTAL PLANNING

Section 28 (1) of the municipal Systems Act (32 of 2000) indicates that “each municipal council,
within a prescribed period after the start of its elected term, must adopt a process set out in
writing to guide the planning, drafting, adoption and review of its integrated development plan” .
Section 26 (e) of the MSA indicates that an Integrated Development Plan (IDP) must reflect “a
Spatial Development Framework which must indicate the provision of basic guidelines for the
land use management system for the municipality”. In short a municipality must annually
prepare a Plan for the amendment of all elements of the IDP which includes amendments to the
Spatial Development Framework (SDF).

Section 12 of the Spatial Planning and Land Use Management Act (16 of 2013) also stipulates
that each municipality must prepare a Spatial Development Framework and Section 20 @ @M
stipulates that a municipal SDF “must be prepared as part of a municipality’s Integrated
Development Plan”.

Environmental Management

Amajuba District Municipality has established environmental management section that is
responsible to coordinate, facilitate and oversee the effective functioning of Environmental
Management section such as, Air Quality Management, Environmental Planning, Waste
Management and Pollution Control in order to ensure sustainable use and protection of the
environment through appropriate regulatory mechanisms. Manage and Control functions
relating to the protection of the environment in accordance with the provisions of the National
Environmental Management Act (Act 107 of 1998), Environmental Conservation Act (Act 73 of
1989), and National Water Act (Act 36 of 1998). The current structure consist of the Deputy
Director: Environmental Management, Assistant Director: Air Quality officer and Assistant
Director: Local Government Support deployed by Department Of Environmental Affairs.

Air Quality Management

National Environmental Management Air Quality Act (Act No.39 of 2004) here under referred to
as NEMAQA requires each municipality to develop an Air Quality Management Plan (AQMP).
Each municipality is required to include an AQMP in its integrated development plan as
contemplated in Chapter 5 of the Municipal Systems Act. The plan is intended to provide a
dynamic and robust management approach towards improving air quality in the district. It is also
intended to address the situation of air pollution by setting short, medium and long term goals to
the effect that will continuously improve air quality and ensure that air is not harmful to
communities.

Amajuba District Municipality (ADM) has appointed Zanokuhle Environmental Services to
undertake a project that will develop the required Air Quality Management Plan (AQMP) in a
phased approach as contemplated in Section 15(2) (a) of the NEMAQA in respect of the ADM.
The project has two phases; the first phase is to conduct a status quo situation assessment and
to identify gaps with the current air quality management. The second phase is to develop the
AQMP; By-law(s) and also setting vision, mission, goals, objectives and targets. The phases
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also involve the facilitation of the required public participation process for all key stakeholders.
The Draft Baseline Assessment Report has been completed and is currently being evaluated by
the Project Steering Committee, and thereafter it will need to be adopted by the Council then
subsequently undergo the public participation process.

Amajuba District Committee for Environmental Coordination (ADCEC)

The Department of Agriculture, Environmental Affairs, and Rural Development (DAEARD) and
Amajuba District Municipality (ADM) has established Amajuba District Committee for
Environmental Coordination. The district forum has adopted an approach similar to the
Provincial Committee for Environmental Coordination (albeit at district level) whose main
function is to promote cooperative environmental governance at a provincial level. ADCEC is by
and large established to promote the integration and coordination of environmental functions
within the district whilst providing the much needed platform for debate and discussion. The
committee also seeks to advance the ideal of section 24 of the South African constitution, as
well as the principles of Integrated Environmental Management as set out in the National
Environmental Management Act 107 of 1998.

The forum has members from a wide range of stakeholders that include: Amajuba officials,
Local Municipalities, Private Sector Organisations, Community Based Organisations, and
Government Departments dealing with environmental issues. . Indicated in the table below are
the proposed dates for ADCEC meetings in the District's:

PROPOSED DATES ACTUAL DATES

13 November 2013 23 November 2013
13February 2014 There was no meeting
11 June 2014 11 June 2014

e It should be noted that the meeting on 13 February 2013 did not take place due to
unavailability of major stakeholders.

Environmental Awareness Campaigns

Amajuba District Municipality (ADM) in collaboration with the Provincial and National
Department of Environmental Affairs commemorated the following environmental awareness
campaigns:

Area Date Celebration Venue
Emadlangeni LM 4 September Arbor day White City
2013
Emadlangeni LM 07 September Arbor day Emalahleni Secondary Scool
2013
NewcastleLM 16 September World Ozone layer day | Qhawelesizwe primary
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2013 school)
Newcastlei LM 20 November Clean-up campaign Dixy Community
2013
Danhauser LM 09 December Clean-up campaign Hudula Community
Newcastle LM 14 February 2014 | World Wetlands day Isibonelesihle primary school
Newcastle LM 25 June 2014 World Environment Ekubongeni primary school
Day

Capacity Building Initiatives

Presentation on the Air Quality Management legislation was done at the Integrated
Environmental Management Workshop that was conducted by the Department of Agriculture
and Environmental Affairs for the Industries at Newcastle Inn on 14 March 2014.

Atmospheric Emission Licence
The list below indicates the Atmospheric Emission licences that have been processed and
issued:

e Arcelor Mittal South Africa Limited-Newcastle Works

e Afri Amines (Pty) Ltd

e SA Calcium Carbide — Ballengeich

e Quantum Screening and Calcining

e Natal Portland Cement

e Boschpik

Environmental Protection and Infrastructure Programme (Funding)

Amajuba District together with Department of Environmental Affairs have managed to secure
funding of R7 000 000 for the development of a Recycling facility for Emadlangeni Local
Municipality.

ASSESSMENT OF PERFORMANCE INDICATORS IN THE SDBIP

SDBIP is a tool that provides a link between the Mayor, Council and Administration: and facilitates
the process of holding management accountable for its performance. The 2013/2014 SDBIP was
approved by the Mayor on the 25" June 2013 (resolution E53: 25/06/201 3). During the year,
sdbop ws revised: departments removed some indicators and some target were adjusted.

Report on assessment of performance indicators as per 2013/2014 SDBIPs (original and revised)
is as per table below.
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41

INCOME RECEIVED

FINANCIAL PERFORMANCE

4.1.1 GRANTS AND SUBSIDIES
The following grants/subsidies were received during the year under review.

Table 4.1: Grants and Subsidies Received

CHAPTER 4

20122013 2013/2014
Grant/Subsidy i I
Received (R) Expenditure % Received (R) Expenditure %
(R) (R)
Financial Management Grant 1,500,000 1,511,565 101 1,500,000 845,557 56
Municipal Systems
Improvement Programme 1.000,000 1,000,000 100 890,000 702,957 78
Grant
DWAF Water Services 8,360,000 8,360,000 | 100 1,500,000 1,500,000 | 100
Operating Subsidy
Disaster Management Grant- 5,000,000 5,000,000 | 100 1,500,000 879,572 58
Disaster Centre
Department of Sports and 1,050,000 2,002,942 | 191 0 211,000 | 100
Recreational Grant
g/l:;?pm Infrastructure 49,992,000 10,446,028 | 21 51,962,000 50,505,792 97
Equitable Share Allocation 44 413,000 44,413,000 100 51,313,000 51,313.000 100
Department of Local
Government and Traditional
Affairs 4,000,000 4,000,000 100 0 0 0
Emafusuni Grant
Deyelopment Bank of South 626,713 626,713 100 0 0 0
Africa
Emadlangeni Bulk Water
4 517,914 4,517,914 100 10,484,000 6,656,646
(DWAF) ' 63
Department of Public Works 1,000,000 537,699 | 54 1,000,000 1,210,479 | 121
Grant
RSC Levies Replacement 47,630,000 47,630,000 100 51,917,000 51,917,000 100
KZN Tourism Grant 0 0 - 1,078,106 1,078,106 100
Gambling Board Subsidy 0 0 - 4,000,000 0 0
Massification Programme 4,000,000 393,850 10 0 1,567,354 100
Government Expert Grant 800,000 364,963 46 0 50,911 100
COGTA-Boreholes 2,870,000 1,000,589 | 35 0 2258837 | 100
Maintenance Grant

7




4.2

_CbGTA—Councillors Training

100

200,000 200,000 100 0 120,612

COGTA-Growth and 400,000 400,000 | 100 0 0 0
Development Summit

DWAF ACIP —Utrecht Ponds 550,000 284,019 52 0 228,161 100
DIMS/MG Integration Grant 74,000 316,051 427 0 0 0
Rural Roads Transport Grant 1,776,000 1,548,683 87 1,706,000 1,620,323 94
TOTAL 1 R 179,759,627 | R 134,554,016 | 75% | R178,850,106 | R 172,666,317 96
Source: Financial Services
4.1.2 OPERATING INCOME
Table 4.2: Operating Income
' INCOME 2012/2013 2012/2013 2013/2014 2013/2014
o . (budget) (actual) (budget) (actual)

Water Sales — Service

2 2

Charges 2,009,83 0 12,458,254 17,424,490
Grants & Subsidies 114,432.000 178,920,169 110,684,015 172,422,491

Other Income 1,103,000 2,746,883 2,448,465 10,809,184
. Total R 137,544,000 R 181,667,052 R 125,590,734 R 200,656,165

Source: Financial Services — Statement of Financial Performance

MUNICIPAL EXPENDITURE., LOANS, LEASES AND INVESTMENTS

4.21 EXPENDITURE

The major expenditure categories for the Amajuba District Municipality are set out in the table

below.

Table 4.3: Operating and Capital Expenditure

oo [ WU | R | o | s |
::';"\’:vr;e:c’e":ages and 56,243,605 45,022,349 68,419,969 73,832,728
General expenditure 70,690,487 134,182,297 50,756,222 85,466,183
Repair and maintenance 7,332,341 977, 746 5,056,898 5,123,223
Capital charges 0 0 966,483
Contributions to special funds 790,913 0 734,628 5,925,889
Projects 0 14,861,036 0 64,903,749
:::;a;n ;::::IN&! R 135,057,346 R 195,043,428 R 124.967,715 R 236,218,255

Source: Financial Services

-




4.2.2 INVESTMENTS, LOANS AND LEASES

Table 4.4: External Loans

| Interest

; Balance Balance Balance

o teem | TP | Rate | 30062012 | 30612013 | 30108/2014

i Bank overdraft Overdraft - 0 (61,035,50) 1,625,055

LFinance Leases Lease - 0 0 0

Total RO|  (R61,035.50) R1,625,055

Source: Financial Services

The finance Iéases are secured by assets of the Amajuba District Municipality.

Table 4.5: Investment Apalysis

R aalt Balance (R) Balance (R) Balance (R)

b e 2011/2012 20122013 | 20132014
Investec 1-11 Years 0 0 0
ABSA — Daily Call 0 34,999.24 0
ABSA Cession 0 1,363,771.97 0
ABSA Call Account - uMzinyathi 0 0 0
First National Bank 0 1,135,309.64 0
Standard Bank 0 0 0
Standard Bank-32 Day Notice 0 125,575.37 131,597
Grand Total RO R 2,659,656.22 R131,597

Source; Financial Services
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CHAPTER 5

REPORT OF THE AUDIT COMMITTEE

We are pleased to present our report for the financial year ended 30 June 2014.
Audit committee members and attendance
The audit committee consists of the members listed hereunder and meets at least 4 times per annum as per its

approved terms of reference. During the current financial year, four ordinary meetings and two special meeting were
held.

Name of member Number of meetings held  Number of meetings attended
Mr. B Mbange (Chairperson) 6 6
Mr. S Ngwenya 4
Ms. F Buckus (Resigned: 26 August 2013) 6 2
Ms. TC Ndlela (Appointed: 05 February 2014) 6 4
Mr. SES Ngwenya (Appointed: 05 February 2014) 6 4
Mr. B Dladla (Appointed: 05 February 2014) 6 3

Audit committee responsibility

The audit committee reports that it has complied with its responsibilities arising from section 166(2)(a) of the MFMA
and Treasury Regulation 3.1. The audit committee also reports that it has adopted appropriate formal terms of
reference as its audit committee charter, has regulated its affairs in compliance with this charter and has discharged
all its responsibilities as contained therein.

The effectiveness of internal control

The system of internal contro! applied by the municipality over financial and operational controls were found by the
committee to be effective, efficient and transparent to a large extent. However some improvement is required in
certain areas as advised (refer to minutes). Internal Audit provides the Audit Committee with reasonable assurance
that internal controls are appropriate and effective and this is achieved by means of applying a risk based approach.
The quality and content of in year management and internal audit quarterly reports submitted to the committee in
terms of the Municipal Finance Management Act 56 of 2003 enabled the committee fo inform itself on the state of the
municipality's operational and financial controls. Accordingly we can report that the system of internal control over
financial reporting for the period under review was effective and efficient.

Evaluation of annual financial statements

The audit committee was not able to review and discuss the draft annual financial statements with management prior
their submission as they could not be completed in time for reviewal.

In light of the above, the audit committee does not express any view that the draft financial statements presented by
the Accounting Officer are free from any material misstatements.

&6



Internal audit

The audit committee is satisfied that the internal audit function is operating effectively and that it has addressed the
risks pertinent to the municipality.

On behalf of the Audit Commitiee
Bandile Mbange
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General Information

Legal Form of Entity
Legisiation Governing the Municipality's
Operationst

Executive Commities

Mayor

Deputy Mayor

Executive Commitiee -Engineering
Executive Commitiee -Corporate Services

Municipality
Municipal Fiance Management Act {Act No.56 of 2003)

Counciler JCN Khumalo (Mrs)
Councitor MN Majola (Mrs)
Counciler NA Zwane
Councilor £M Zungu

Executive Commitiee -Planning & Economic Development Councilor SB Hlatshwayo

Speaker

Grading of local authority

Auditors
Bankers

Regisfered office

Postal address

Members of Council

Counciior NS Matthews
Councifor F5 Tsotetsi
Councilor NA Msibi
Councilor VR Hlatshwayo
Councilor MA Buthelezi
Councilor JME Damons
Councilor SD Msibi
Councilor 8 Kubheka
Councilor MN Mbokazi

Audit Committee Members

Chief Financial Officer (CFO)

Councilor EM Sigasa

Grade 3
Low Capacity

Auditor General
ABSA Public Sector

B9356 Section 1
Madadeni
Newcastle

2951

Private Bag X88615
Newcastle
2640

Caouncilor TA Chenco
Councitor MS Mlangeni
Councitor T Mhlongo
Councilor SB Harber
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index

The reports and statements set out below comprise the financial statements presented to the :

Index Page
Accounting Officer's Responsibilities and Approval 3
Staternent of Financial Position 4
Statement of Financial Performance 5
Statement of Changes in Net Assets 9]
Cash Flow Statement 7
Statement of Comparison of Budget and Actual Amounts 8
Appropriafion Statement 9-10
Accounting Policies 11-22
Notes to the Financial Statements 23-49

The following supplementary information does not form part of the financial statements and is unaudited;
Detailed Income statement 50
Appendix G(3): Budgeted Financial Performance (revenue and expenditure)

Appendix G(4): Budgeted Capital Expenditure by vote, standard classification and finding

Appendix G(5). Budgeted Cash Flows

Abbreviations

COID Compensation for Occupational Injuries and Diseases
CRR Capital Replacement Reserve
DBSA Development Bank of South Africa
SA GAAP South African Statements of Generally Accepted Accounting Practice
GRAP Generally Recognised Accounting Practice
GAMAP Generally Accepted Municipal Accounting Practice
HDF Housing Development Fund
IAS International Accounting Standards
IMFO Institute of Municipal Finance Officers
IPSAS International Public Seclor Accounting Standards
ME's Municipal Entities
MEC Member of the Execative Council
MiFA Municipal Finance Management Act
MIG Municipal Infrastructure Grant (Previousiy CMIP)
2



Amajuba District Municipality

Financial Statements for the year ended 30 June 2014

Accounting Officer's Responsibilities and Approval

The Amajuba District Municipality is situated at the Amajuba Building, B 9356, Madadeni, is a categery C Municipality
astablished in terms of section 12 {1} of the Municipal Structures Act, No.117 and published in terms of Provincial Goverment
Netice 346 on the 19 September 2000. The Local Goverment Operations of the Municipality are assigned by Section 156 and
229 of the South African Censtitution and defined specifically in terms of section 83 of the Municipal Structures Act.

The accounting officer is required by the Municipal Finance Managsment Act (Act 56 of 2003}, to maintain adequate
accounting records and is responsible for the content and integrity of the financial statements and related financial information
inctuded 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 operations and cash flows for the
period then ended. The external auditors are engaged to express an independent opinion on the financial statements and were
given unrestricted access o 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.

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

The accounting officer acknowiedges that he is ultimately responsible for the system of internal financial controi established by
the municipality and places considerable impartarice on maintaining a strong control environment. To enable the accounting
officer to meet these responsibilities, the accounting officer sets standards for internal conirol aimed at reducing the risk of
error or deficit in a cost effective manner. The standards include the proper delegation of responsibilities within a clearly
defined framework, effective accounting procedures and adeguate segregation of duiies 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 alt reasonable circumstances is above
reproach. The focus of risk management in the municipaiity is on identifying, assessing, managing and monitoring afl known
forms of risk across the municipality, While operating risk cannot ke fully eliminated, the municipality endeavours to minimise it
by enstiring that appropriate infrastructure, controfs, systems and ethical behavicur 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 2015 and, in the light of this
review and the current financial position, he is satisfied that the municipality has or has access to adequate resources to
continue in operational existence for the foreseeable future.

The municipality is wholly dependent on the Provincial and National Government for continuad funding of operations. The
financial statements are prepared on the basis that the municipality is a going concern and that the Provinciat and Nationa
Governments have neither the intention nor the need to liquidate or curtail materially the scale of funding of the municipality.

The financial statements set out on pages 4 to 50, which have been prepared on the going concern basis, were approved by
the accounting officer on 30 August 2014 and were signed on its behalf by:

Accounting Officer
Municipal Manager

%b-



Amajuba District Municipality

Financial Statements for the year ended 30 June 2014

Statement of Financial Position as at 30 June 2014

2014 2013
Note(s} R R
Assetls
Current Assets
Receivables from exchange transactions 7 6,227,728 -
Receivables from non-exchange fransactions 8 218 64,385
VAT receivable 9 5597 624 10,328,220
Cash and cash equivalents 10 330,248 2,662,656
12,155,815 13,056,261
Mon-Current Assets
investment properiy 3 569,052 -
Property, plant and equipment 4 315,893,823 60,136,280
Intangible assets 5 3,140,376 2,119,284
Investments in associates 5 - 703,143,051
319,703,281 765,388,615
Total Asseis 331,859,066 778,454,876
Liabilities
Current Liabilities
Payables from exchange transactions 14 26,395,060 44,785,259
tUnspent conditional grants and receipis 12 22,617,656 42 376,393
Provisions 13 6,880,361 1,502,712
Bank overdrafi 10 - 368,191
55,893,086 89,032,555
Mon-Current Liabilities
Other financial liabilities 11 9,687,160 -
Total Liabilities 65,580,246 89,032,555
Met Assets 266,278,820 689,422,321
Met Assels
Accumulated surpius 266,278,820 689,422 321
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Amajuba District Municipality

Financial Statements for the year ended 30 June 2014

Statement of Financial Performance

2014 2013
Note(s}) R R
Reavenue 16 192,460,194 177,361,918
Other income 7,470,093 492,141
Operaiing expenses {571,894,346) (189,830,022}
Operating deficit 20 (371,955,059 (11,976,863}
Invastment revenue 23 716,878 2,254,742
Finance costs 25 (966,483) -
Deficit for the vear (372,204,664) (9,722,121}

54~



Amajuba District Municipality

Financial Statements for the year ended 30 June 2014

Statement of Changes in Net Assets

Accumulated Total net
surplus assets
R R

Balance at 01 July 2011 {Restated) 734,181,718 734,181,718
Changes in net assets

MNet income (Losses) Recognised directly in Net Assets 5,651,568 5,651,568
Net income {losses) recognised directly in net assets 5,651,688 5,651,568
Surpius for the year (9,722 121} (8,722,121
Tolal recognised income and expenses for the year (4,070,553} {4,070,553)
Share of Loss in Associate (41,331,616} {41,331,616)
Correction of PPE Opening Balancews 642 772 842772
Total changes (44,759,397 (44,759,387)
Balance at 01 July 2013 688,779,549 688,779,549
Changes in net assets

Net Income (Losses) Recognised directly in Net Assels (50,296,065} (50,296,085}
Net income (losses) recognised directly in net assels (50,296,085) (50,296,065}
Surplus for the year (372,204,664) (372,204,664)
Total recognised income and expenses for the year (422,500,729) (422,500,729)
Total changes (422 500,729) (422,500,729)
Batance at 30 June 2014 266,278,820 266,278,820




Amajuba District Municipality

Financial Statements for the year endad 30 Jung 2014

Cash Flow Statement

2014 2013
Note{s) R R

Cash flows from operating activities
Receipts
Sale of goods and services 12,318,894 -
Grants 159,796,928 185,775,430
Interest income 716,878 2,254,742
Cther receipts - 492,141

172,832,700 188,522,313

Payments
Employee costs
Suppliers
Finance costs
Other payments

Met cash flows from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment
Proceeds from sale of property, plant and equipment
Purchase of investment property

Purchase of other intangible assets

Net cash flows firom Investing activities

Cash flows from financing activities

Repayment of other financial liabilities
Movement in Investments
Other cash item

Met cash flows from financing activities

Net increasel(decrease) in cash and cash eguivalents
Cash and cash equivalents at the beginning of the year

Cash and cash squivalents at the end of the year

(76,825,915)
{136,859,955)

(40,802,230)
(143,081,319)

(986,483) -
- (4,220,119)
{214,652,353) {188,103,668)

29 (41,819,653) 418,645
4 (281,796,395) {6,174,779)
4 - 161,159
3 (68,005) -
5 (1,193,564) (1,399,687)
{283,058,054) (7.413,307)

9,687,160 -

313,226,330 421,303

- 1,336,102

322,913,490 1,757,407
(1,964,217} {5,237,255)

2,204,465 7,531,720

16 330,248 2,294,465
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Amajuba District Municipality

Financial Statements for the year ended 30 June 2014

Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved Finaf Budget Actual amounts  Difference Reference
budget on ¢comparable between final
basis budget and
actual
R R R R
Statement of Financial Performance
Revenue
Revenue from exchange
transactions
Service charges 12,458,254 - 12,488,254 47 424 490 4,966,236
Interest received (trading) - - - 2,622,213 2,622,213
Rental income 300,000 - 300,000 288,082 {11,818)
Recoveries 110,000 - 110,000 52,355 (57,645)
Other income 1 89,800 - 89,900 7,129,656 7,039,756
Interest received - investment 300,000 - 300,000 716,878 416,878
Total revenue from exchange 13,258,154 “ 13,258,184 28,233,674 14,975,520
fransactions
Revenue from non-gxchange
tfransactions
Taxation revenue
Government grants & subsidies 111,716,703 - TM716,703 172422491 60,705,788
Total revenue 124,974 857 - 124,974,857 200,656,165 75,681,308
Expenditure
Personnel (64,618,428) - (84,618,428) (5¢,628199)  (8,009,771)
Remuneration of counciflors {5,064,567) - {5,064,567)  (4,204,520) 860,038
Depreciation and amariisation {2,170,839) - (270,839 (27 945679) (25,774,840)
Finance costs - - . (966,483) {966,483)
Cebt impairment - - = (7,365,838  (7,365,839)
Repairs and maintenance (5,038,317) - {50383,217)  (5123,223) (84,906)
Bulk purchases (4,809,172) - (4,809,172) (70000007  {2,190,828)
Contracted Services (7,527 586) - {7,527,586) (11610,075) (4,082,489)
General Expenses (35,738,808) - {35,738,808) (102,374,228) (66,635,420)
Total expenditure {124,967,717) - (124,967,717) (236,218,285) (111,250,538}
Operating deficit 7,140 - 7,140 (35,562,090) (35,569,230)
Loss on disposal of assets and - - = (336,642.574) (336,642,574)
liabililies
Deficit before taxation 7,140 - 7,940 (372,204,664} (372,211,804)
Actuat Amount on Comparabte 7,140 - 7,140 (372,204,664) (372,211,804)

Basis as Presented in the
Budget and Actual
Comparative Statement

Reconciliation




Amajuba District Municipality

Financial Statements for the year ended 30 June 2014

Appropriation Statement

Original Budget Final Shifting of Wirement Final budget Actual Unauthorised Variance Actual  Actuaf
budget adjustments adjustments funds (i.te. {i.t.o. council outcome expendifurs outcome outcome
{i.t.o. 28 and budget 531 of the approved as %of as%of
31 of the MFMAY policy) final ariginal
MFMAY budget budget
R R R R R R R R R R
2014
Financial Performance
Service charges 12,458,254 - 12,458,254 - 12,458,254 17,424,490 4,866,236 140 % 140 %
Investment revenue 300,000 - 300,000 - 300,000 716,878 416,878 238% 238 %
Transfers recognised - 105,363,784 - 106,383,781 - 106,363,781 172,422 491 66,058,710 162 % 162 %
operational
Other own revenue 500,000 - 500,000 - 500,000 10,082,306 8,592,306 2018% 2018 %
Total revenue 118,622,035 - 119,622,038 - 118,622,035 200,655,155 81,034,130 188 % 168 %
{exciuding capital
transfers and
sontributions)}
Employes costs (64,618,428) - {64,618,428) - - (64618,428) (69,628,199) {5,009,771) 108 % 108 %
Remuneration of (5,084,567) - (5,064 557) - - {5,064,567)  (4,204,529) 860,038 83 % 83 %
councillors
Debt impairment - - - - (7,365,839 (7,365,839) DIVI0 % DIVI0 %
Depreciation and asset {2,170,839) - (2,170,838 (2,170.838) (27,945,879) {25774,840) 1287 % 1,287 %
impairment
Finance charges - - - - - - (966,483; (966,483) DIVIO % DIVIO %
Materials and bulk {4,809,172) - (4,808,172) - - (4,809,172)  (7,000,000) (2,190,828) 148 % 146 %
nurchases
Gther expenditure (48,304,711} - (48,304,711) - - (48,304,711) (119,211,765} (70.907.054) 247 % 247 %
Total expenditure {124,967,717) - {124,987,717) - - {124,987,717) (238,322,45%4) {111,384,777) 183 % 18% %
Surplus/{Deficit) {5,345,682) - (5,345,682} {8,345,682) (35,668,329 {30,320,847) 667 % 687 %
impairment of - - - ~ 336,538,335 336,538,335 DIVIO% DIVIC %
Investment in associate
Surplusi{Deficit) for {58,345,882) - {5,345,682) (5,345,682} {372,204,664) {366,858,982) 6,963 % 6,363 %
the yaar

92.



Amajuba District Municipality

Financial Statemenis for the year ended 30 June 2014

Appropriation Statement

Final Yirement Final budget Actual Unauthorised Variance Actual  Actual
adjustments adjusiments {i.t.o. councit ocutcome expenditure ouicome ouicome
528 and budget approved as % of as % of
policy) final original
budget budget
R R R R R R R R
Capital sxpenditure and funds sources
Total capital 54,858,015 64,958,015 - (64,859,015} - % - %
expenditure
Cash flows
Net cash from {used) - - (41,819,653) DWV/C % DIV/O %
operating
Net cash from {used) - - | {283,058,054) DIVI0 % DI/ %
investing
Net cash from (used) - - 322,813,490 322,912,480 DIV % DIVID %
financing
Met - - {1,964,217 {1,964,217) DIV/O % DIVIO %
increasef{decrease) in
cash and cash
eguivalents
Cash and cash - - 2,284 485 2,294,465 DIVI0O % DIVI0 %
equivalents at the
beginning of the year
Cash and cash - - 330,248 {330,248) DWW/ % DIVIO %

equivalents at year
end
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Armajuba District Municipality

Financial Staternents for the year ended 30 June 2014

Accounting Policies

1. Presentation of Financial Statemenis

The financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting Practice
(GRAP), issued by the Accounting Standards Board in accordance with Section 122{3) of the Municipal Finance Management
Act (Act 56 of 2003).

These financial statements have been prepared on an accrual basis of accounting and are in accordance with historical cost
convention as the basis of measurement, unless spacified otherwise. They are presented in South African Rand.

A summary of the significant accounting policies, which have been consistently applied in the preparation of these financial
statements, are disclosed below.

These accounting policies are consistent with the previous period,

1.1 Presentation currency

These financial statements are presented in South African Rand, which is the functional currency of the municipality,
1.2 Consolidation

Entity combinations

The municipality accounts for entity combinations using the acquisition method of accounting. The cost of the entity
combination is measured as the aggregate of the fair valuss of assets given, liabilities incurred or assumed and equity

instruments issued. Costs directly attributable to the entity combination are expensed as incurred, except the costs to issue
debt which are amortised as part of the effective interest and costs to issue equity which are included in equity.

Contingent liabilities are only included in the identifiable assets and liabilities of the acquiree where there is a present obligation

at acquisition date.

On acquisition, the municipality assesses the classification of the acquiree's assets and liabilities and reclassifies them where
the classification is inappropriate for municipality purposes. This excludes lease agreements and insurance coniracts, whose
classification remains as per their inception date.

11
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Amajuba District Municipality

Financial Statements for the year ended 30 June 2014

Accounting Policies

1.2 Conseolidation (continued)
investiment 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 to participate in the financial and operating policy decisions of the investee but
is not contro or joint contral over those policies.

An invesiment in associate is accounted for using the equity methad, except when the investment is classified as held-for-sale
in accordancea with Standard of GRAF on Non-current Assets Held-For-Sale and Discontinued Operations. Under the equity
method, investments in associates are carried in the consolidated statement of financiat 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 & method of accounting whereby the 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 surpius 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 investee reduce the carrying amouni of the investment.

The most recent available financial statements of the associate are used by the municipality in applying the equity methed.
When the reporting date's of the municipality and the associate are different, the associate prepares, for the use of the
municipality, financial statements as of the same date as the financial statements of the municipatity uniess it is impractical to
do so.

When the financial statements of an associate usad in appiying the equity method are prepared as of a different reporting date
from that of the municipality, adjustments are made for the effects of significant transactions or events that occur between that
date and the date of the municipality's financial statements. In any case, the difference between the reporting date of the
associate and that of the municipality is more than three months. The length of the reporting periods and any difference in the
reporiing dates is the same from period to period.

The municipality's financial statements are prepared using uniform accounting policies for like transactions and events in
similar circumstances.

Deficits in an associaie in excess of the municipality’s interest in that associate are recognised only to the extent that the
municipality has incurred a legal or constructive abligation to make payments on behalf of the associate. If the associate
subsequently reports surpluses, the municipality resumes recognising its share of those surpluses only after its share of the
surpluses equals the share of deficits not recognised.

Any goodwill on acquisition of an associate is included in the carrying amount of the investment, however, a gain on acquisition
is recognised immediately in surplus or deficit.

Surpluses and deficits on fransactions between the municipality and an associate are eliminated to the extent of the
municipality's interest therein.

The controlling entity discontinues the use of the equity method from the date that it ceases to have significant influence aver
an associale and account for the investment in accordance with the Standard of GRAP on Financial Instruments: Recognition
and Measurement from that date, uniess the associate becomes a controlied entity or & joint veniure, 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

1.3 Significant judgements and sources of estimation uncertainty

In preparing the financiai statements, management is required to make estimates and assumptions that affect the amounts
represented in the financial statements and related disclosures. Use of available information and the 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 financial statements.

12



Amajuba District Municipality

Financial Statemenis for the year ended 30 June 2014

Accounting Policies

1.4 Property, plant and eguipment

Property, plant and aquipment are tangible non-currant assets (including infrastruciure asseis) that are held for use in the
production or supply of goods or services, rental to others, or for administrative purposes, and are expected o be used during
maore than one period.

The cost of an item of property, plant and equipment is recognised as an asset when:
* it is probable that future economic benefits or service potential asscciated with the item will flow to the
municipality; and
s the cost of the item can be measured reliably.

Froperty, piant and equipment is initially measured at cost.

The cost of an item of property, plant and equipment is the purchase price and other costs atiributable to bring the asset fo the
location and condition necessary for it to be capable of aperating in the manner intended by management. Trade discounts and
rebates are deducted in arriving at the cost.

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

Where an item of property, plant and equipment is acquired in exchange for a non-moenetary asset or monetary assels, or a
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value {the cost). If the
acquired item's fair value was not determinabie, it's deemed cost is the carrying amount of the asset(s} given up.

When significani compenents of an item of property, plant and equipment have different useful lives, they are accounted for as
separate items (major componenis) of property, plant and equipment.

Costs include costs incurred initially to acguire or construct an item of property, plant and equipment and costs incurred
subsequently to add to, repiace part of, or service it. If a replacemeant cost is recognised in the carrying amount of an item of
property, plant and eguipment, the carrying amount of the replaced part is derecognised.

The initial estimate of the costs of dismantling and remaving the item and restoring the site on which it is located is also
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the
obligation arises as a result of acquiring the asset or using it for purpoeses other than the production of inventories.

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

Major spare parts and stand by equipment which are expected to be used for more than one period are included in property,
plant and eguipment. In addition, spare parts and stand by equipment which can only ba used in connection with an item of
property, plant and equipment are accounted for as property, plant and equipment,

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the
recognition criteria above are included as a replacement in the cost of the item of property, plant and aquipment. Any remaining
inspection cosfs from the previous inspection are derecognised.

Froperty, piant and equipment is carried at cost less accumuiated depreciation and any impairment Josses.

Property, plant and equipment is carried at cost less accumulated depreciation and any impairmant losses except for X, X and X
which is carried at revalued amount being the fair value at the date of revaluation less any subsequent accumutated
depreciation and subsequent accumiilated impairment losses.

Property, plant and equipment is carried at revalued amount, being the fair value at the date of revaluation less any subsequent
accumulated depreciation and subsequent accumulated impairment losses,

Revaiuations are made with sufficient regularity such that the carrying amount does not differ materially from that which would
be determined using fair value at the end of the reporting period.

When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation is
restated proportionately with the change in the gross carrying amount of the asset so that the carrying amount of the asset after
revaiuation equais its revalued amount.

13
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Amajuba District Municipality

Financial Statementis for the year ended 30 June 2014

Accounting Policies

1.4 Property, plant and equipment {continued)

When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation is
eliminated against the gross carrying amount of the asset and the net amount restated to the revalued amount of the asset,

Any increase in an asset’'s carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The
increase Is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same asset previously
recognised in surplus or deficit.

Any decrease in an asset's carrying amount, as a result of a revaluation, is recognised in surplus or deficit in the current period.
The decrease is debited directly to a revaluation surplus to the extent of any credit balance existing in the revaluation surptus in
respect of that asset.

The revaluation surplus in equity related to a specific item of property, pfant and equipment is transferred directiy to retained
earnings when the asset is derecognised.

The revaluation surpius in equity related to a specific item of properly, plant and equipment is transferred directly to retained
earnings as the asset is used. The amount transferred is equal to the difference between depreciation based on the revalued
carrying amount and depreciation based on the original cost of the asset.

Property, plant and equipment are depreciated on the straight ling basis over their expected useful lives to their estimated
residual value,

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

Property, ptant and equipment is carried at revalued amount, being the fair value at the date of revaluation less any subsequent
accumulated depreciation and subsequent accumulated impairment losses. Revaluations are made with sufficient regularity
such that the carrying amount does not differ materialty from that which would be determined using fair value at the end of the
reporting pariod.

Any increase in an assef's carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus, The
increase is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same asset previously
recognised in surplus or deficit.

Any decrease in an assel's carrying amount, as a result of a revaluation, is recognised in surplus or deficit in the current period.
The decrease is debited in revaluation surplus to the extent of any credit balance existing in the revaluation surplus in respect
of that asset.

The useful lives of items of property, plant and equipment have been assessed as foliows;

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

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

@ Water and Sewerage 10 years
Community 20 - 30 years
® Recreational Facilities 30 years

» Buildings

Other property, plant and equipment 2 -5 years

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 accounting 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 estimate.
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Amajuba District Municipality

Financial Statements for the year ended 30 June 2014

Accounting Policies

1.4 Properiy, plant and ecguipment {continued)

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.

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of
ancther asset.

ltems of property, plant and equipment are derecognised whan the asset is disposed of or when there are no further economic
benefits or service potential expecied from the use of the asset,

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

Assets which the municipatity holds for rentals to others and subsequently routinely sell as part of the ordinary course of
activities, are transferred to inventories when the rentals end and the assets are available-for-sale. These assets are nat
accounted for as non-current assets held for sale. Proceeds from sales of these assets are recognised as revenue. All cash
flows on these assets are included in cash flows from operating activities in the cash flow statement.,

1.5 intangible assets

An asset is identifiable if it either:

o is separable, L.e. is capable of being separated or divided from an entity and sold, fransferred, licensed, rented or
exchanged, either individually or fogether with a related contract, identifiable assets or liability, regardiess of
whether the entity intends to do so; or

@ arises from binding arrangements {including rights from contracts), regardless of whether thase rights are
fransferable or separable from the municipality or from other rights and cbligations.

A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it as if it were in
the form of a contract.

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 municipality; and
@ the cost or fair value of the asset can be measured reliably.

The municipality assesses the probability of expecied future economic benefits or service potential using reasonable and
supportable assumptions that represent management's best estimate of the set of aconomic conditions that will exist over the
useful life of the asset.

Where an intangible asset is acquired through a non-exchange transaction, its inilial cost at the date of acquisition is measured
at its fair value as at that date.

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred,
Intangibie assels 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. Amortisation is not
provided for these intangible assets, but they are tested for impairment annually and whenaver 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 amartisation period and the amortisation methed for intangible assets are reviewed at each reporting date.

Reassessing the useful life of an intangible asset with a finite usefut life after it was classified as indefinite is an indicator that
the asset may be impaired. As & result the asset is tested for impairment and the remaining carrying amount is amortised over
its useful life.

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised as
intangible assets,

intermally generated goodwill is not recognised as an intangible asset,
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Amajuba District Municipality

Financial Statemenis for the year ended 30 June 2014

Accounting Policies

1.5 Intangible assets (continued)

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

fem Useful fife
Computer software, internally genarated 3 years
Computer software, other 3 years

Intangible assets are derecognised:
@ on disposal; ar
e when no fulure economic benefits or service potential are expected from its use or disposal,
1.6  Investments in controlled entities
1.7 Investments in associates
1.8 Financial instruments

1.9 Leases

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

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

Finance leases are recognised as assets and liabifities in the statement of financial position at ameounts 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 obligation.

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

Operating ieases - lessee

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

1.10 Impairment of cash-generating assets

Cash-generating assets are those assets held by the municipality with the primary ohjective 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 poteniial of an asset, aver and above the systematic recognition
of the loss of the asset’s future economic benefits or service potential through depreciation {amortisation).

Carrying amourt 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 ihat are largely independent of the cash inflows from other assets or
groups of assets.

Costs of disposal are incremental costs directly attributable to the disposat 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 usaful tife.
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1.10 bnpairment of cash-generating assets (continued)

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

Usefui life is either:
{a} the period of ime over which an asset is expected fo 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 cash-generafing assets from non-cash-generating assets are as follow:

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

The municipalily assesses at each reporting date whether there is any indication that a cash-generating asset may be
impaired. If any such indication exisis, the municipality estimates the recoverable amount of the asset.

Value in use

Value in use of a cash-generating asset is the present vaiue of the estimated future cash flows expected to be derived fom the
continuing use of an asset 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 cuiflows to be derived
from coniinuing use of the asset and from its ultimate dispesal and the municipality applies the appropriate discount rate to
those future cash flows.

Basis for estimates of fuiure cash flows

in measuring value in use the municipafity:

e base cash flow projections on reasonable and supportable assumptions thal represent management's best estimaie
of the range of economic conditions that will exist over the remaining usefu! tife of the asset. Greater weight is given
{o externai evidence;

® base cash flow projections on the most recent approved financial budgets/iforecasts, but exciudes any estimated
fulure cash inflows or outflows expected to arise from future restructuring’s or from improving or enhancing the
assel's performance. Projections based on these budgets/forecasts covers a maximum period of five years, uniess a
longer period can be justified; and

Discount rate

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

Recognition and measurement {individual asset)

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

An impairment loss is recognised immediately in surplus or deficit.

When the amount estimated for an impalrment 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 depreciation {amortisation} charge for the cash-generating asset is adjusied 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,
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1.10 lmpairment of cash-generating assets {(continued)
Reversal of impairment loss
The municipality assess at each reporting date whether there is any indication that an impairment joss recognised in prior
periods for a cash-generating asset may no longer exist ar may have decreased. If any such indication exists, the entity
estimaies the recoverahle amount of that asset.
A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit.
After a raversal of an impairment loss is recegnised, the depreciation (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 ife.
In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased above
the lower of:

® its recoverabie amount {if determinable); and

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

been recegnised for the asset in prior periods.

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

Redesignation

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

1.1 bmpairment of non-cash-generating asseis

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

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

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

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

Costs of disposal are incremental costs direcily 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 uniis expecied to be obiained from the asset by the municipality.
tdentification

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

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

18



Amajuba District NMunicipality

Financial Statements for the year ended 30 June 2014

Accounting Policies

1.11 knpairment of non-cash-generating asseis (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
asset is reduced to its recoverable service amount. This reduction is an impairment loss.

An impairment loss is recognised immediately in surpius or deficit.

When the amount estimated for an impairment loss is greater than the carrying amount of the non-cash-generating asset io
which it relates, the municipality recognises a liability only 1o the exient 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 (if any),
on a systematic basis over 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
pericds for a non-cash-generating asset may no longer exist or may have decreased. [f any such indication exists, the
municipality estimates the recoverable service amount of that asset.

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

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

Redesignation

The redesignation of assets from & cash-generating asset to a non-cash-generating 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.

1.12 Share capital / contributed capitai

An equity instrument is any contract that evidences a residuat interest in the assets of an municipality after deducting all of its
lizbilities.

1.13 Employee benefits
.14 Provisions and confingencies

Provisions are recognised when:
e the municipality has a present obiligatich as a result of a past event;
@ it s prabable that an outfiow of resources embodying economic benefits or service potential will be required to
settte the obligation; and
® a reliabie estimate can be made of the obligation.

The amount of a provision is the best estimate of the expenditure expected te be required to setile the present abligation at the
reporting date.

Where the effect of time value of maney is matarial, the amount of a provision is the present value of the expenditures
expected to be reguired {o settle the obligation.

The discount rate is a pre-iax raie that reflects current market assessments of the time value of money and the risks specific to
the liabitity.

Where scme or all of the expenditure reguired 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
settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursement does
not exceed the amount of the provision.
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1.14 Provisions and contingencies (continued)

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it is
no longer probable that an cutflow of resources embodying economic benefits or service potential wilt be required, to setile 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 contract that is eherous, the present obligation (net of recoveries) under the contract is recognised and
measured as a provision.

Contingent assets and contingent Labilities are not recognised.

4.15 Revenueg from exchange transactions

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

An exchange transaction is cne in which the municipality receives assets or services, or has liabiliies extinguished, and directly
gives appreximately 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 al the fair value of the consideration received or receivable, net of trade discounts and volume rebates.
Rendering of services

VWhen the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with
the transaction is recognised by reference fo the stage of completion of the transaction at the reperting date. The cuicome
of a transaction can be estimated reliably when all the following conditions are satisfied:

@ the amount of revenue can be measured reliably,

® it is probable that the economic benefits or service potential associated with the transaction will flow to the

municipality;
@ 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 complete 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 ime frame unless there is evidence that some other method better represents the stags of
completion. When a specific act is much more significant than any other acts, the recognition of revenue is postponed until the
significant act is executed.

When the outcome of the transaction involving the rendering of services cannoct be estimated reliably, revenue is recognised
only to the extent of the expenses recognised that are recoverable.

Sarvice 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 {o date as a percentage of tofal services to be performed.

1.16 Revenue from non-exchange transactions
1.17 Investment income

Investment income is recognised on a time-proportion basis using the effective inlerest method.
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1.18 Borrowing costs

1.19 Comparative figures

Where necessary, comparative figures have been rectassified to conform te changes in presentation in the current year.
1.20 Unauthorised expenditure

Unauthorised expenditure means:
o cverspending of a vote or 2 main division within a vote

Ali expenditure relating to unauthorised expanditure is recognised as an expehse 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 subseguently accounied for as revenue in the statement of financial perfermance.,

1.21 Fruitless and wasteful expenditure

Fruitiess expenditure means expenditure which was made in vain and would have been avoided had reasonable care been
gxercised.

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 financiat performance.

1.22 Irreguiar expenditure

Irregutar expenditure that was incurred and identified during the current financial ang which was condoned before year end
and/or before finalisation of the financial statements must also be recorded appropriately in the irreguiar expenditure 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 irreguiar expenditure register. No further action is required with the exception of
updating the note to the financial statements.

Where irreguiar 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 {hat was incurred and identifiad during the current financial year and which was not condoned by the
National Treasury or the relevant authority must be recorded appropriately in the iregular expendiiure register. If liability for the
irregular expenditure can be aftribuied fo a person, a debt account must be created if such a person is liable in law. Immediate
steps musl 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 irreguiar expenditure register must also be updated accordingly. If the irregular 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 {o the financial statements and updated accordingly in the
irregular expenditure regisier,

Irreguiar expenditure is expenditure that is contrary to the Municipal Finance Management Act {Act No.56 of 2003), the
Municipal Systems Act (Act No,32 of 2000), 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 expendiiure in the Statement of Financial Performance and where recovered, it is subsequently
accounted for as revenue in the Statement of Financial Performance.

1.23 Use of estimates

The preparation of financial staiements in conformity with Standards of GRAP reauires the use of certain criticat accounting
estimates. It also requires managament to 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 financial statemenis are disclosed in the relevant sections of the financial statements. Although these
estimates are based on management's best knowledge of current events and actions they may underiake in the future, aciual
results ultimately may differ from those estimates.
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1.24 Invesiments

Where the carrying amount of an investment is greater than the estimated recoverable amouny, it is written down immediately
to its recoverable amount and an impairment ioss is charged to the siatement of financial performance.

1.2% Conditional grants and receipts

Revenue received from conditionai granis, denations 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 agreament. To the extent that the criteria,
conditions or abligations have not been met a liability is recognised.

1.26 Segmental information

Segrnental informaticn on property, plant and equipment, as well as income and expenditure, is set out in Appendices C and D,
based on the International Government Financial Statistics classifications and the budget formats prescribed by Nafiona
Treasury. The municipality operates solely in its area of jurisdiction as determined by the Demarcation Board.

Segment information is prepared in conformity with ihe accounting policies applied for preparing and presenting the financial
statermnents.

1.27 Budget information

Municipality are typically subjact {o budgetary limits in the form of appropriations or budget authorisations {or equivalent}, which
is given effect through authorising legislation, appropriation or similar.

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

The financial statements and the budget are on the same basis of accouniing therefore a comparisen with the budgeted
amounts for the reporting period have been included in the financial statements.

1.28 Related pariles

The municipality cperates in an econcemic sector currently dominated by entities directly or indirectly owned by the South
African Government. As a conseguence of the constitutional independence of the three spheres of government in South Africa,
only entities within the local sphere of government are considered to be related parties.

Only transactions with refated parties not at arm’s fength or not in the ordinary course of business are disclosed.
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2.  New standards and interpretations
2.1 Standards and interpretations effective and adeopted In the current year

In the current year, the municipality has adopted the following standards and interpretations that are effective for the current
financial year and that are relevant ic its operations:

Standard/ Interpretation: Effective date: Expected impact:
Years beginning on or
atter
® GRAPF 25! Employee benefiis 01 April 2013
v GRAP 1 {as revised 2012} Presentation of Financal 01 April 2013
Statemenis

s GRAP 3 {as revised 2012} Accounting Policies, Change in 01 April 2013
Accounting Estimates and Errors

» GRAP 7 {as revised 2012} Invesiments in Asscciates 1 April 2013

® GRAP 9 (as revised 2012): Revenue from Exchange 01 April 2013
Transactions

s GRAP 12 (as revised 2012): inventories 01 April 2013

® GRAP 13 (as revised 2012): Leases 01 April 2013

e GRAP 16 (as revised 2012): investment Property 01 April 2013

w GRAP 17 (as revised 2012). Property, Plant and Equipment 01 Aprit 2013

® GRAP 27 (as revised 2012). Agriculiure (Replaces GRAP 01 Aprit 2013
101)

e GRAP 31 (as revised 2012): Intangible Assets (Replaces 01 Aprit 2013
GRAP 102)

® IGRAP16: Intangible assets website costs 01 Aprit 2013

& IGRAP1 (as revised 2012):Applying the probability feston 01 Aprii 2013
initizl recognition of revenue

2.2 Standards and interprefations issued, but not yet effeciive

The municipality has not applied the following standards and interpretations, which have been published and are mandatory
for the municipality's accounting periods beginning on or after 01 July 2014 or later periods:

GRAP 108: Transfers of functions between eniities under common control

The objective of this Standard is to establish accounting principles for the acquirer and fransferor in a transfer of functions
between entities under commeon control. H requires an acquirer and a transferor that prepares and presents financial
staternents under the acerual basis of accounting to apply this Standard o a transaction or event that meets the definition
of a transfer of functions. It includes a diagram and requires that entities consider the diagram in determining whether this
Standard should be applied in accounting for a transaction or event that involves a fransfer of functions or merger.

it furthermore covers Definitions, ldentifying the acquirer and transferor, Determining the transfer date, Assets acquired or
transferred and liabilities assumed or relinquished, Accounting by the acquirer and transferor, Disclosure, Transitional
provisions as well as the Effective date of the standard,

The effeciive date of the standard is for years beginning on or after 61 April 2014.

The municipality expects to adopt the standard for the first time in the 2015 financial statements.

The impact of this amendment is currently being assessed.

GRAP 6 {(as revised 2010): Consolidated and Separate Financial Statemenis

The definition of ‘minority interest’ has been amended fo ‘non-centrolling interest’, and paragraph .60 was added by the
improvements o the Standards of GRAP issued in November 2010. An entity shall apply these amendments prospectively
for annual financial pericds beginning on or after the effective date [in conjunction with the effective date to be determined

by the Minister of Finance for GRAP 105, 106 and 107]. f an entity elects to apply these amendments earlier, it shall
disclose this fact.
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2. New standards and interpretations {continued)

Paragraph .59 was amended by Improvemenis to the Standards of GRAP issuad in November 2010, An entity shall apply
these amendmants prospectively for annual financial periods beginning on or after the effective date [in conjunction with the
effective date to be determined by the Minister of Finance for GRAP 105, 106 and 107] from the date at which it first applied
the Standard of GRAP on Non-curreni Assets Held for Sale and Discontinued Operations. If an entity elects to apply these
amendments earlier, it shalt disclose this fact.

The Standards of GRAP on Transfer of Functions Between Entities Under Common Conirol, Transfer of Functions Between
Entilies Not Under Common Control and Mergers amended paragraphs .03, .39, .47 to .50 and added paragraphs .51 10 .58
and .61 to .62, An entity shall apply these amendments when it applies the Standards of GRAP on Transfer of Funciions
Between Entities Under Common Contrel, Transfer of Functions Between Entities Not Under Common Centrol and
Mergers.

An entity shall apply this amendment for financial statements covering periods beginning on or after the effective date [in
conjunction with the effective date to be determined by the Minister of Finance for GRAP 105, 106 and 1071,

The rmunicipality expects fo adopt the amendment for the first time in the 2015 financial statements.
The impact of this amendment is currently being assessed.
GRAP 7 (as revised 2010): Investments in Associates

Paragraphs .03 and .42 were amended by the mprovements to the Standards of GRAP issued in November 2010, An
entity shall apply these amendments prospectively for annual financial periods beginning on or after the affective date [in

conjunction with the effective date to be determined by the Minister of Finance for GRAP 105, 106 and 107]. If an entity
elects to apply these amendments earlier, it shall disclose this fact.

The Standards of GRAP on Transfer of Functions Between Entities Under Commaon Control, Transfer of Functions Between
Entities Not Under Common Control and Mergers amended paragraphs .22, .28 and .38 and added paragraph .24. An
antity shall apply these amendments and addition when it applies the Standards of GRAP on Transfer of Functions
Between Entities Under Common Control, Transfer of Functions Between Entitias Mot Under Coemmon Control and
Mergers.

An entity shall apply this amendment for financiat stafements covering periods beginning on or after the effective date fin
conjunction with the effective date to be determined by the Minister of Finance for GRAP 105, 108 and 107].

The municipality expects to adopt the amendment for the first fime in the 2015 financial statements.
The impact of this amendment is currently being assessed.
GRAP 18: Segment Reporling

Segments are identified by the way in which infermation is reported to management, both far purpeses of assessing
performance and making decisions about how future resources will be aliocated to the various activities undertaken by the
municipality. The major classifications of activities identified in budget documentation will usually reflect the segments for
which an entity reports information to management.

Segment information is either presented based on service or geographical segments. Service segments relate to a
distinguishable component of an eniity that provides specific outputs or achieves particuiar operating objectives that are in
line with the municipality's overall mission. Geographical segments relate to specific outputs generated, or particuiar
objectives achieved, by an entity within a particular region.

This Standard has been approved by the Board but its effective date has not yet been determined by the Minister of
Finance. The effective date indicated is a provisional date and couid change depending on the decision of the Minister of
Finance.

Directive 2 - Transitional provisions for public entities, municipal entities and constitutional institutions, states that no
comparative segment information need to be presented on initial adoption of this Standard,
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2. New standards and interpretations (continued)

Directive 3 - Transitional provisions for high capacity municipalities states that no comparative segment information need to
be presented on initial adoption of the Standard. Where items have nc been recognised as a result of fransitional provisions
under the Standard of GRAF on Property, Plant and Equipment, recognition requiraments of this Standard wouid not apply

to such ltems until the transitional provision in that Standard expires.

Directive 4 — Transitional provisions for medium and low capacity municipalities states that no comparalive segmeni
information need fo be presented on initial adoption of the Standard. Where items have not been recognised as a resuit of
transitional provisions un the Standard of GRAP on Property, Plant and Equipment and the Standard of GRAP on
Agriculture, the recognition requirements of the Standard would not apply to such items until the transitional provisien in that
standard expires.

The effective date of the standard is for years beginning on or after G1 April 2016.

The municipality dees not envisage the adoption of the standard uniil such time as it becomes applicable to the
municipality’s operations.

Itis unlikely that the standard will have a material impact on the municipality's financial statements.
GRAP 106: Transfers of functions between entities not under common control

The objective of this Standard is to establish accounting principles for the acquirer in a transfer of functions between entities
not under common control. tt requires an entity that prepares and presents financial statements under the accrual basis of
aceounting to apply this Standard to a transaction or other event that meets the definition of a transfaer of functions. It
Includes a diagram and requires that entities consider the diagram in determining whether this Standard should be applied
in accounting for a transaction or event that involves a transfer of functions or merger.

It furthermore covers Definitions, tdentifying a transfer of functions between entities not under common control, The
acquisition method, Recognising and measuring the difference hetween the assets acquired and liabilisies assumed and the
consideration transferred, Measurement period, Determining what is part of a transfer of functions, Subsequent
measurement and accounting, Disclosure, Transitionat provisions as well as the Effective date of the standard.

The effective date of the standard is for years beginning on or after 01 April 2014.

The municipality does not envisage the adoption of the standard untii such time as it becomes applicable to the
municipality's operations.

it is unlikely that the amendment will have a material impact on the municipality's financial statements.

GRAP 107: Mergers

The objective of this Standard is to estabiish accounting principies for the acquirer in a transfer of functions between entides
not under common control. It requires an entity that prepares and presents financial statements under the accruat basis of
accounting to apply this Standard to a transaction or other event that meets the definition of a transfer of functions. it
includes a diagram and requires that entities censider the diagram in determining whether this Standard should be applied
in accounting for a fransaction or event that involves a transfer of functiens or merger.

It furthermare covers Definitions, Identifying a transfer of functions between entities not under common contrel, The
acquisition methed, Recoghising and measuring the difference between the assets acquired and liabilities assumed and the
consideration transferred, Measurement period, Determining what is part of a transfer of functions, Subsequent
measurement and accounting, Disclosure, Transitional provisions as well as the Effective date of the standard.

The effective date of the standard is for years beginning on or after 01 April 2014.

The municipality does not envisage the adoption of the standard until such time as it becomes applicable to the
municipality's operations.

Itis unlikely that the amendment will have a material impact on the municipality’s financtal statements.

GRAP 20: Related parties
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2. New standards and interpretations (continued)

The objective of this standard is to ensure that a reporting entity’s financial statements contain the disclosures necessary to
draw attention to the possibility that its financial position and surplus or deficit may have been affected by the existence of
related parties and by transactions and outstanding balances with such parties,

An entity that prepares and presenis financial statements under the accrual basis of accounting (in this standard referred to
as the reporting entity) shall apply this standard in:

e identifying related party relationships and transactions;

@ identifying outstanding balances, including commitments, between an entity and its related parties:

e identifying the circumstances in which disclosure of the items in (a) and (b) is required; and

o determining the disclosures to be made about those items,

This standard requires disclosure of related party relationships, transactions and outstanding balances, including
commitments, in the consolidated and separate financiai statements of the reporting entity in accordance with the Standard
of GRAP on Censoiidated and Separate Financial Statements. This standard also applies to individual financial statements.

Disclosure of related party transactions, outstanding balances, including commitments, and relationships with related
parties may affect users' assessments of the financial position and performance of the reporting entity and its ability to
deliver agreed services, including assessments of the risks and opportuniiies facing the entity. This disclosure alzo ensures
that the reporting entity is {ransparent about its dealings with related parties.

Tne standard states that a refated party is & person or an entity with the ability to conirol or jointly controf the other party, or
exercise significant influence over the other party, or vice versa, or an entity that is subject {0 commaen contral, or joint
control. As a minimum, the following are regarded as related paities of the reporting entity:
o A person or a close member of that person’s family is related to the reporting entity if that person:
- has conirol or joint control aver the reporting entity;
- has significant influence over the reporting entity;
- is a member of the management of the entity or its controlling entity.
® An entity is related to the reporting entity if any of the following cenditions apply:
- the entity is a member of the same economic entity (which means that each controlling entity, contralled
entity and fellow controlied entity is related to the others);
- one entity is an assaciate or joint veniure of the other entity {or an associate or joint venture of a member of
an econemic entity of which the other entity is a member);
- both entities are joint ventures of the same third pariy;
- one entily is & joint venture of a third entity and the other entity is an associate of the third entity;
- the entity is a post-employment benefit plan for the benefit of employees of either the entity or an entity
related to the entity. If the reporting entity is itself such a plan, the sponsoring employers are related io the entity;
- the entity is contrelled or jointly controlled by a person identified in {a}; and
- a person identified in (a)(i) has significant influence over that entity or is a member of the management of
that entity {or its controlling entity).

The standard furthermore states that related party fransaction is a transfer of resources, services or obligations between the
reporting entity and a related party, regardiess of whether a price is charged.

The standard elaborates on the definitions and identification of:
«  Close member of the family of a person;

Management;

Related parties;

Remuneration; and

Significant influence

® & & g

The standard sets out the requirements, inter alia, for the disclosure of;
- Controf;
e Related party transactions; and
@ Remuneration of management

The effective date of the standard is for years beginning on or after 01 April 2014,

The municipalily does not envisage the adoption of the standard until such time as it becomes applicabie to the
municipality's cperations.
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2. MNew siandards and interpretations (continued)

Itis uniikely that the standard will have a matertal impact on the municipality's financial statements.
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3. Investment property
2014 2013
Cost/ Accumutated Carrying vaiue Cost/ Accumulated Carrying value
Valuation depreciation Valuation depraciation
and and
accumulated accumulated
impairment impairment
Investrent property 569,052 - 569,052 - -
Reconciliation of investment property - 2014
Opening Additions Transfers Total
balance
Investment property - 68,095 500,957 569,052

Reconciliation of investment property - 2013

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.

4. Property, plant and eguipment
2014 2013
Cost/ Accumulated Carrying value Cost/ Accumutated Carrying value
Valuation depreciation Valuation depreciation
and and
accumulated accumulated
impairment impairmeant
Land 569,591 - 569,501 569,591 - 569,591
Buildings 25,146,930 (b,242.421) 15,904,509 23,976,763 (6,014,101) 17,965,662
Plant and machinery 8,024,153 (4,982 230} 4,041,923 8,245,384 (4,085,938) 4,159,446
Furniture and fixtures 3,167.659 (2,043 137} 1,124,522 3,186,404 (1,569,346) 1,617,058
Motor vehicles 7,652,804 (4,752,842) 2,800,162 6,698,621 (3,941,432) 2,757,188
Office equipment 4,603,802 (3,308,033) 1,295,769 4,543,089 (2,943,707) 1,599,382
Park facilities 39,044,257  (10,098,274) 28,945,683 38,556,754 (7,088,802) 31,467,052
Wastewater natwork 46,902,118 (4,235,213) 42,666,905 - - -
Water network 232,787,936 (18,143,476) 214,644,459 - - -
Total 368,799,249  (52,805,426) 315993,823 85,779,606 (25843,326) 60,136,280
Reconciliation of property, plant and equipment - 2014
Qpening Additions Additions Disposals Transfers Revaluations  Depreciatior
balance through entity
combinations
Land 569,581 - - - - -
Buildings 17,865,663 1,122,910 - - 1,792,235 44 256 (981,76
Plant and machinery 4,159,646 72,465 - {3,422) {318) 781,258 (965,69
Furniture and fixiures 1,617,058 14,262 - (20,944) {3,613) 45,698 (523,14
Motor vehicles 2,757,190 - - (29,849) - 1,030,353 (957,43
Office equipment 1,598,382 449,878 . (48,824) {12,768) 127,670 {784,560
Park facilities 31,467,952 476,827 - - (1,775,540) 10,676 {1,181,97
Wastewater network - 1,365,245 45 536,873 - - - {4,235,21
Water network - 6,240,314 226,547 621 - - - (18,143.47
60,136,482 9,711,201 272,084,494 {104,239) - 2,039,912  (27,773,20
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4, Property, plant and equipment {continued)
Reconciliation of property, plant and equipment - 2013
Opening Additions Changes to Disposals Fransfers Revaluations  Depreciatior
palance Opening
Balances
i.and 581,918 - - - (12,327} -
Buitdings 19,509,304 1,763,596 {1,782,370) - {488,630} - (1,026,23
Plant and machinery 4 805,240 102,465 (59,010) - - 23,803 (711,85
Furniture and fixtures 895,027 878,093 11,104 (5,329) - 139,183 (295,16
Motor vehicles 1,690,276 - 1,065,646 - - 175,475 (793,94
Cffice equipment 1,881,647 427,940 41,578 {155,830) - 69,751 (657,56
Park facilities 29,533,088 1,953,714 1,782,923 - - - (1,801,77
58,896,500 5,125,808 1,048,971 (161,159) {500,957} 408,212 {5,286,64
Reconciliation of Work-in-Progress 2014
Included within Included within included within Total
infrasiruciure Community Other PPE
Opening balance - 2,568 540 1,103,580 3,672,120
Additions/capital expenditure 5,563,158 447 305 511,880 6,522,343
5,663,158 3,015,845 1,615,460 10,194,463
Reconciliation of Work-in-Progress 2013
Included within Inciuded within Total
Community Other PPE
Opening balance 998,940 - 988,940
Additiens/capital expenditure 1,568,600 1,103,580 2,673,180
2,568,540 1,103,580 3,672,120

A register containing the information required by section 83 of the Municipal Finance Management Act is available for
inspection at the registiered office of the municipality,

5.  Intangible assets

2014 2013
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valuation amortisation Vailuation amortisation
and and
accumulated accumulated
impairment impairment
Compuier software 4,296,466 {1,156,090) 3,140,376 3,102,902 (983,618} 2,119,284
Reconciliation of intangible assefs - 2014
Opening Additions Impairment Totat
halance loss
Computer software 2,119,284 1,183,564 (172.472) 3,140,376
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5. Intangibie assets {continued)
Reconciliation of intangible assets - 2013
Opening Additions Armortisation Totat
balance
Computer software 870,325 1,389,687 (150,728) 2,118,284
&, Investments in associates
Name of entity Listed / % holding % hoiding  Carrying Carrying
Unlisted 2014 2013 amount 2014 amount 2013
uThukela Water {Pty) Lid - % 33.33 % - 703,143,051
- 703,143,051
Group co il 1 - % - % - 703,143,051
- 703,143,051

- 1,406,286,102

The carrying amounts of associates are shown net of impairment losses.

The annual financial statements of Uthukela Water {Piy)L.id are prepared for the accounting period 01 July 2013 o 30 June
2014 , which is the same as the Amajuba District Municipality ,no adjustments were made fo this effect,

No loans were made to or received from the associate. No shares were sold nor any acquired during the year..
With effect from 01 July 2013, the municipality has taken over a portion of the assets, Habilities and staff that relate to Amajuba
District Municipality from uThukela Water. The municipality is therefore providing water and sanitation services as a water

services provider and authority.

Movemenis in carrying value

Opening balance 703,143,051 744,474 666
Share of surplusideficit - {41,331,648)
Disposal of invastment in associate (703,143,051) -
Dividends - 33
- 703,143,051

Investment in asscciate at 30 June 2014 has been written down as Amajuba DM has taken over the assets and liabilities
relating to the provision of water and sanitation. There was no cash consideration given therfore the transfer is a non-cash
movement.

7.  Receivables from exchange transactions

Trade debtors 6,227,730 -
Operating lease receivables (if immaterial} (2) -
6,227,728 -

Trade and other receivables pledued as security
Ne portion of accounts receivable was pledged as security for any financiat liabilities.

No security is held for any of the accounts receivable.
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7. Receivables from exchange transactions (continued)

Credit quality of trade and other receivables

The credii quality of frade and other receivables that are neither past nor due nor impaired can be assessed by reference to
externat credit ratings (if available) or to histarical information about counterparty defaulf rates. Although credit quality can be
assessed, the municipality did not apply any methods to evaluate credit quality

Trade and other receivables impaired

As of 30 June 2014, trade and other receivables of R - (2013: R -} were impaired and provided for.

The amount of the provision was R (7,365,839) as of 30 June 2014 (2013: R -},

Reconciliation of provision for impairment of trade and other receivables

Provision for impairment 7,365,839 -

The creation and release of provision for impaired receivables have been included in operating expenses in surplus or defici
(note ). Unwind of discount is included in XXX in surplus or deficit {note ). Amounts charged to the allowance account are
genearally written off when there is no expectation of recovering additionat cash.

8. Receivables from non-exchange fransactions

Sundry Debtors 2158 64,385

9. VAT receivable

VAT 5,597,624 10,328,220

VAT is payable on the receipt basis. Oniy once payment is received from debtors is VAT paid over to SARS.
10. Cash and cash eguivalents

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

Petty cash 3,000 3,000
Bank balances 197,340 -
Call investmant deposits 131,597 2,659,656
Other cash and cash equivalents {1,689 -
Bank overdraft - (368,181)

330,248 2,294 465
Current assets 330,248 2,662,656
Current liabilities - (368,181)

330,248 2,294,465

No cash and cash equivalents {or pertions thereof) were pledged as security for any financial labilities.
No restrictions exist with regard to the use of cash.
Ne portion is past due of 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.
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2014 2013

0. Cash and cash eguivalents {continued)

Credit gquality of cash at bank and shott term deposits, excluding cash on hand

The cradit quality of cash at bank and shori term deposits, excluding cash on hand that are neither past due nor impaired can
he assessed by reference to external credit raiings,

Altheugh credit quality can be assessed, the municipality did not apply any methods o evaluate the credit quality

The municipality had the following bank accounts

Account number / description Bank statement balances Cash book balances

30 June 2014 30 June 2013 30 June 2012 30 June 2014 30 June 2013 30 June 2012
ABSA Bank - Cheque Account - 197,340 (61,036) 735,501 197,340 (368,191) 735,501
405 347 2593
ABSA BANK - 32 Day Notice - - 1,363,772 1,284,101 - 1,363,772 1,284,101
907 431 6117
STANDARD BANK - 32 Day 131,597 120,016 120,016 131,687 120,016 120,016
Notice - 068 448 3090 02
FIRST NATIONAL BANK - Call - 1,143,781 5,388,102 - 1,143,781 5,389,102
Account - 743 545 87212
Total 328,837 2,566,833 7,528,720 328,937 2,259,378 7,528,720

1. Other financiad liabilities

Designated at fair value

DBSA Loan - 61000383 521,895 -
DBSA Loan - 61000384 4,454,750 )
DBSA Loan - 61000385 377,314 .
DBSA Loan - 61003315 3,269,437 -
DBSA Loan - 81000916 328,474 -
DBSA Loan - 81000917 735,280 .

9,687,160 -

The financial liability relates to DBSA loans taken over form uThukela Water which are now due and payable by Amajuba DM
in terms of the transfer of the water and sanitation function. These loans include interest capitalised as they were not serviced
by uThukela Water.

Non-current liakilities
Designated at fair vaiue 29,687,160 -
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2. Unspent conditional grants and receipis
Unspent conditional grants and receipts comprises of:
Unspent conditional grants and receipts
MIG Grant 6,605,836 11,200,695
2010 Sports Stadia Grant - Monte Vista “ 7,338,250
Sports & recreation grant - 1,357,058
National lotiery grant - 3,116,000
Governance Expert Grant 820,398 871,308
Depariment of Public Works grant 7078 1,672,301
Massification grant 16,796 1,684,150
Municipat Systems Improvement Grant MSIG 187,043 -
Disaster Management Centre Grant 5,620,428 5,000,000
WCMD Management Grant 1,453 3,518,701
Road Asset Management System Grant 59,922 1,532,189
Boreholes Maintenance Grant 699,837 699,837
COGTA Groundwater Maintenance Grant - 3,025,568
Finance Management Grani 654,443 993,355
DWA ACIP grant - Utrecht Ponds 37,820 265,081
Councillors Trainning Grant 79,388 200,000
DOHS - Rural Household Infrastructure Grant 4,000,000 -
DWA - Municipal Infrastructure Grant MWIG 3,827,154 -
22,617,656 42,376,393
Movement during the year
Balance at the beginning of the year 42,376,393 40,438,960
Additions during the year 38,786,955 88,146,412
Income recognition during the year {58,545,692) {86,208,8979)
22,617,656 43 376,393
13. Provisions
Reconciliation of provisions - 2014
Opening Additions Total
Balance
Staff leave 1,020,780 4,905,109 5,825 889
Performance bonuses 481,932 472,540 954,472
1,602,712 5,377,649 6,880,361
Reconciiiation of provisions - 2013
Opening Additions Reversed Total
Batance during the year
Staff leave 964,611 56,169 - 1,020,780
Perfomance bonuses 687,132 481,932 {687,132} 481,932
1,651,743 538,101 {687,132} 4,502,712

Performance bonuses are paid to employees subject to certain conditions. The provision is a calculation of the amount due fo
empioyees at the reporting date. Performance bonuses are measured at face value as it is expected that these would normaliy
be paid shorlly affer the financial year end ence performance evaiuations have been completed,
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14. Payables from exchange transactions
Trade payables 23,063,195 38,181,654
Payments received in advanced - contract in process 721,576 -
Retentions 5,246,110 6,603,605
Other creditors (2,981.688) -
Deposits received 345,875 -
26,385,089 44,785,259
18, Financial liabilities by category
The accounhting policies for financiaf instruments have been applied 1o the line items below:
2014
Financial Total
liabilities at
amortised cost
Loans from owners 5,246,110 5,246,110
Other financial liabifities 23,063,195 23,083,185
Sundry Creditors 345,876 345 876
28,655,181 28,655,181
2013
Financial Total
liabilities at
amortised cost
Other financial liabilities 6,803,605 5,603,605
Trade and other payables 38,181,654 38,181,654
44,785,259 44,785 259
16. Revenue
Service charges 17,424,490 -
Interest received (trading) 2,622,213 -
Rental income 288,082 265,121
Recoveries 52,355 127,985
Other income 1 7,128,656 99,025
Interest recaived - investment 716,878 2,254,742
Government grants & subsidies 172,422 491 177,361,818
200,656,165 180,108,801
The amount included in revenue arising from exchanges of goods or
services are as follows:
Service charges 17,424,490 -
Interest received (trading) 2,622,213 -
Rental income 288,082 265,121
Recoveries 52,355 127,895
Other income 1 7,129,656 98,025
Interest received - investment 716,878 2,254,742
28,233,674 2,746,883
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16. Revenue {continuad)
The amount included in revenue arising from non-exchange transactions
is as follows:
Taxation revenue
Transfer revenue
Government grants & subsidies 172,422,491 177,361,918
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17. Goverament grants and subsidics
Equitable share 52,618,015 48,508,846
DWAF Water Oplerating Subsigy 1,500,000 -
Operating Projects Grant 61,610,261 73,601,651
Levies Replacement Grant 51,917,000 47,630,000
Municipal Systems Improvement Grant 616,629 1,000,000
Financial Management Grant 845 557 1,511,565
Skills Developemnt Grant 32,688 401,440
Water Demand Management Grant - 626,713
Road Asset Management 1,153,140 1,548,683
Tourisr Signage Development Grant - 799,968
Shared Services Grant - 733,051
Councillors Trainning Grant 120612 -
ACIP Tweedildale Grant 1,078,106 -
IGR Grant -Government Expert 50,911 -
Disaster Management Grant; 879,572 -

172,422,491 177,361,918

Equitable Share

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

Municipal Infrastruciure Grant
Balance unspent at beginning of year
Current-year receipis

Cenditions met - transferred to revenue
Other

Conditions still o be met - remain liabilities (see note 12).
Emadlangeni Bulk Water Supply

Current-year receipts
Conditions met - transferred to revenue

Conditions still to be met - remain liabililies (see note 12).
Tourism Signage

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

Conditions still to be met - remain liabilities (see note 12).

2010 Base Camp and Academy (Monte Vista)

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

11,200,695 18,137,846
51,962,000 49,902,000
(56,556,799} (51,833,305)

- (5,095,846)
6,605,896 11,200,695
. 4,517,815
- (4,517,915)
- 799,969
- (759,959)
7,338,250 7,422,040
- (83,790)
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17, Government grants and subsidies (continued)
Other (7,338,250) -
- 7,338,250
Conditions still to be met - remain liabilities (see note 12).
Sports and Recreation Grant
Balance unspent at beginning of year 1,357,058 2,310,000
Current-year receipts - 1,050,000
Conditions met - transferred to revenue (211,000) (2,002,842)
Gther (1,146,058) -
- 1,357,058
Conditions still to be met - remain liahilities (see note 12),
National Lottery
Balance unspent at beginning of year 3,116,000 3,116,000
Ciher (3,118,000} -
- 3,116,000
Conditions still to be met - remain liabilities (see note 12),
Inter-Governmernial Relations Grant
Batance unspent at beginning of year - 417,000
Conditions met - transferred io revenue - (417,000)
Conditions still to be met - remain fiabilities (see note 12).
Governance Expert Grant
Bzlance unspent at beginning of year 871,308 436,271
Current-year receipts - 800,000
Conditions met - transferrad to revenue {50,810) (364,863)
820,398 871,308
Conditions still to be met - remain liabilities (see note 12).
Public Works (EPWP) Grant
Balance unspant at beginning of year 1,672,301 1,210,000
Current-year receipis 1,000,000 4,000,000
Conditions met - tfransferred to revenue (1,455,223) (537.,699)
Other (1,210,000) -
7,078 1,672,301
Conditions still to be met - remain liabilities (see note 12).
Massification Grant
Balance unspent at beginning of year 1,684,150 1,878,000
Conditions met - fransferred to revenue {1,567,354) (393,850
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17. Government grants and subsidies {continued)
16,796 1,584,150
Caonditions stifl {o be met - remain liabilities (see note 12).
#unicipal Systems improvement Grant
Curreni-year receipts 880,000 -
Conditions met - fransferred to revenue (702,957) -
187,043 -

Conditions still to be met - remain liabilities {see note 12).
Disaster Management Centre Grant
Balance unspent at beginning of year 5,000,000 -
Current-year receipls 1,500,000 5,000,000
Conditions met - iransferred to revenue (878,572) -

5,620,428 5,000,000
Conditions still fo be met - remain liabilities (see note 12).
WCAWED Management Grant
Balance unspent at beginning of year 3,518,701 -
Current-year receipts - 4,000,000
Conditicns met - fransferred to revenue (3,517,248) {481,299)

1,453 3,518,701

Conditions still to be met - remain lHabilities (see note 12).
DWA ACIP Grant - LHrecht Ponds
Current-year receipts - 550,000
Conditions met - transferred to revenue - (550,000)
Conditions still to be met - remain liabilities (see note 12).
Provide explanafions of conditions still to be met and other relevant information.
WSDP Grant
Current-year receipts - 184,932
Conditioens met - transferred to revenue - {184,932}
Conditions still to be met - remain liabilities (see note 12).
Road Asset Managemeant System Grand
Balance unspent at beginning of year 1,632,189 1,304,872
Current-year receipts 1,706,000 1,776,000
Conditions met - tfransferrad to revenue (1,620,323) (1,548,683}
Other (1,557,944) -
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17. Government grants and subsidies {confinued)
59,822 1,532,18%

Conditions still to be met - remain liabilities (see noie 12).
Skille Development Grant
Balance unspent at beginning of year - 226,128
Current-year receipts - 184,832
Conditions met - transferred to revenue - {411,060)
Conditions still to be met - remain liabilities (see note 12).
Provide explanations of conditions still o be met and other relevant information,
Boreholes Refurbishment Grant
Balance unspent at beginning of year 699,837 986,651
Conditions met - transferred to revenue - (286,814)

699,837 698,837
Condittons still fo be met - remain liabilities (see note 12).
Provide explanations of conditions still o be met and other relevant information.
COGTA Maintenance Grant
Balance unspent at beginning of year 3,026,568 1,089,263
Current-year receipts - 2,870,000
Conditions met - transferred to revenue {3,026,588) {932,695)

“ 3,026,668

Conditions still to be met - remain iiabilities (see note 12).
Frovide explanations of conditions still to be met and other relevant information,
Finance Management Grant
Balance unspent at beginning of year 993,355 1,004,520
Current-year receipts 1,500,000 1,500,000
Conditions met - transferred tc revenue (845,557) {1,511,565)
Other (993,355) -

654,443 993,355
Conditions still to be met - remain liabilities (see note 12).
Provide explanations of conditions still to be met and other relevant information.
DWA ACIP Grant - Utrecht Ponds
Balance unspent at beginning of year 265,981 -
Current-year receipis - 550,000
Conditions met - fransferred o revenue - (284,019)
Other {228,161 -
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17. Government grants and subsidies (continued)

37,820 265,981
Conditions stili to be met - remain liabilities (see note 12).
Councillors Trainning Grant
Balance unspent at beginning of year 200,000 200,000
Conditions met - transferred to revenue {(120,612) -

79,388 200,000
Conditions stilt to be met - remain tiabililies (see note 12).
Provide explanations of conditions still to be met and other relevant information.
POHS - Rural Household Infrastructure Granrt
Current-year receipis 4,000,000 -
Coenditions still fo be met - remain liabilities (see note 12).
Provide explanations of conditions still o be met and other relevant information.
DWA - Municipal Water Infrastructure Grant MWIG
Current-year receipts 10,484,000 -
Conditions met - fransferred to revenue (6,656,846) -

3,827,154 -
Conditions still o be met - remain liabilities (see note 12).
Provide explanations of conditions stilt to be met and other relevant information.
18. Other revenue
Rental income - third party 288,082 265,121
Recovery - Telephene 52,365 127,995
Sundry income 7,129,656 88,025
7,470,083 492,141
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18. General expenses
Advertising 192,133 240,663
Assessment rates & municipal charges 73,377 36,748
Auditors remuneration 1,484 403 1,051,218
Bank charges 177,281 71,788
Cleaning 580,758 352,634
Consuiting and professional fees 233,082 1,871,657
Consumabies 573,862 -
Debt collection 39,502 -
Entertainment 153,937 251,277
VIP Desludging 5,800,241 1,315,789
Insurance 431,623 384,998
Conferences and seminars 135,966 339,515
Audit Commitee Costs 236,025 355,970
Audit Commitee Costs 122,400 123,101
Lease rentals on cperating lease 578,965 4286 244
Fleet 1,903,392 443,863
fnternal Audit Fees 1,806,203 558,550
{ evies - SALGA - 232,700
Levies - SALGA 1,097,377 400,000
Magazines, books and periodicals 1,728 41,201
Placement fees - 4,250
Postage and courier 5,082 11,494
Printing and stationery 142,215 467,382
Promotions 344,478 657,087
Protective clothing _ 116,865 23,861
License fees 261,003 191,621
Telephone and fax 1,025,455 1,222,605
Training 232,338 328,082
Travel - local 2,380,036 2,013,768
Electricity 3,875,022 1,011,589
Tourism Development Programmes 109,395 1,719,624
General Expenditure 3,048 877 3,275,716
Grant Funded Expenditure 64,903,749 76,375,329
LED Projects Cost 4,385,194 6,477,896
Sports Debvelopment Programmes 2,916,473 3,005,035
Disaster Management Programmes 550,397 1,030,518
WSP Contributions - 15,838,445
Social Development Programmes 1,942,485 5,348 482

102,374,228 127,698,601
20, Operating deficit
Operating deficit for the year is stated after accounting for the following:
Operating fease charges
Equipment
® Contractual amounts 578,965 426,244
Loss on sale of property, plant and equipment {104,239} -
Loss on sale of businesses (or controlled entities, joint ventures and (336,538,335 -
associates)
Depreciation on property, piant and equipment 27,945 679 5,161,563
Employee costs 73,832,728 45 001,489
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21. Employee related costs
Basic 44 145,883 26,930,469
Bonus 3,893,130 2,381,683
Medical aid - company contributions 2,254 725 1,324,450
U 292,845 138,506
WCA - 225,261
SDL 634,149 302,320
Other payroll levies 270,721 152,450
Leave pay provision charge 4,500,917 1,620,780
Defined contribution plans 4,617,956 2,671,030
Travel, motor car, accommaodation, subsistence and other allowances 4 889,859 4,561,760
Qvertime payments 3,673,480 810,712
Housing benefits and allowances 189,503 154,177
Bargaining council contribution 12,535 7,862
Standby Allowance 223,722 -
Shift Allowance 16,674 -
69,628,199 40,784,370
Remuneration of Municipal Manager
Annual Remuneration 808,333 455,000
Car Allowance 148,000 73,500
Other 256,844 62,345
1,313,177 550,845

The Municipal Manager has been in the employ of the municipality 12 months of the 2014 financial year and for only 7 months

of the 2013 financial year.

Remuneration of Chief Financial Officer

Annuat Remuneration 1,006,858 280,000
Car Allowance - 42 500
Other 18,000 31,667

1,024,858 384167

The Chief Financial Officer has been in the employ of the municipality for 12 months of the 2014 financial year and for only 5

months of the 2013 financial year.

Corporate services

Annual Remuneration 786,943 192,961
Car Aliowance 175,000 40,000
Other 18,000 -

979,943 232,961

The Director Corporate Services has been in the employ of the municipality for 12 months of the 2014 financial year and for 4

manths of the 2013 financial year

Birector of Engineering services

Annual Remuneration 616,937 159,361
Car Allowance 108,000 36,000
Other 241,015 37.600
965,952 232,961
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21. Employee related cosis (continued)

The Director: Engineering Services has been in the employ of the municipality for 12months of the 2014 financial year and only

4 months of the 2013 financial year.
Director of development planning

Annual Remuneration
Car Allowance
Other

Director of Community Services

Annual Remuneration
Car Allowance
Other

22, Remuneration of councillors

Mayor

Deputy Mayor

Executive Committee Members
Speaker

Councillors

in-kind benefits

682,120 419,060
217,406 217,406
72.917 82,417
972,443 698,883
754,373 519,750
138,000 126,500
87,962 -
980,335 646,250
685,377 685,377
342,576 332,163
556,877 563,432
536,311 536,311
2,083,388 2,102,836
4,204,529 4,220,119

The Mayor, Deputy Mayor, Speaker and Executive Commiitee Members are full-time. Each is provided with an office and

secretarial support at the cost of the Council.

The Mayor has use of a Council ownad vehicle for official duties and has four full time driver/bodyguards.

23, Investment revenue

Interesi revenue
Bank

24. Depreciation and amortisation

Property, plant and eguipment

25. Finance cosis

Other interest payable

26. Auditors’ remuneration

Fees

716,878 2,254,742
27,845679 5,161,583
966,483 -
1,484,403 1,051,218
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27. Confracted services
information Technelogy Services 422175 386,358
Security Services 3,322,525 1,510,382
Water Tanker Services 7,865,375 -
Hygiene Services - 19,158
Other Contractors - 9,193,781

11,610,075 11,109,679
28, Bulk purchases
Water 7,000,000 -
29, Cash (used in) generated from operations
Deficit {372,204,664) (9,722.121)
Adjustments for;
Depreciation and amortisation 27,845 679 5,161,563
Loss an sale of assets 336,642,574 -
Debt impairment 7,365,839 -
Movements in provisions 5,377,649 (149,031)
Changes in working capital:
Receivables from exchange transaciions (6,227,730} -
Consumer debtors (7,365,839} -
Other receivables from non-exchange fransactions 64,170 167,591
Payables from exchange transactions (18,390,190) (2,590,282)
VAT 4,731,586 5,613,502
Unspent conditional grants and recaipts (19,758,737) 1,937,433

{41,819,653) 418,645
30. Movement in investments (incl. Controlled entities, JVs & Assoc)
Fair value of assets acquired
Property, plant and equipment 318,688,807 -
Trade and other receivables 30,420,699 -
Trade and other payables (366,483) -
Borrowings (8,687,160) -
Total net assets acquired 338 455 863 N
l.ess: [xisting share of net assets before zcquisition (703,143,051} -

(364,687,188) -

Consideration paid
Impairment of investment in Associate 364,687,188 -
31, Commitmenis
Authorised capital expenditure
Already contracted for but not provided for
& Property, plant and eguipment 43,070,756 79,088,070
Mot yet contracted for and authorised by accounting officer
e Property, plant and equipment 1,500,000 22,764,000

This committed expenditure relates to projects and will be financed by conditional grants and funds internally generatad
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32. Contingencies

Litigation is in the process against the municipality relating to a dispute with a service provider who alfeges that the municipality
has confravened a contract by terminating the contract prior to the termination and is seeking damages of R 3,000,000, The
municipatity's lawyers and management consider the likefihood of the action against the municipality being successiut as
unlikely, and therefore ne provision has been made in the financial statements.

33. Related parties

Relationships
Entity owned by other municipalities (Prior year Associate) Refer to note 6

The entity, uThukela Water (Pty) Lid, is owned by Newcastle LM and uMzinyathi DM and supplies the municipality with butk
water services.

Related party balances

Amoeunts included in Trade Payables regarding related parties
uThukela Water {Proprietary} Limited 7,000,000 -

Related party fransactions

Purchases from related parties
uThukela Water {Proprietary) Limited 7,000,000 -

34, Risk management

Capital risk management

The capital struciure of the municipality consists of debt, which includes the borrowings (excluding derivative financial liabilities)
disclosed in notes , |, , 11, cash and cash equivalenis disciosed in note 10, and equity as disclosed in the statement of
financial position.

Consistent with others in the industry, the municipality monitors capital on the basis of the gearing ratio.

This ratio is calculated as net debt divided by total capital. Net debt is cajculated as total horrowings (including ‘current and
non-current borrowings' as shown in the statement of financial position) less cash and cash equivalents. Total capital is
calculated as 'equity' as shown in the statement of financial position plus net debt.

There are no exiernally imposed capital requirements,

Total borrowings

Other financial liabilities 11 9,687,160 -
Less: Cash and cash equivalents 10 330,248 2,294 485
Net debt 9,356,912 (2,294 465}
Total equity 266,278,820 688,779,549
Total capital 275,635,732 686,485,084
Liguidity risk

The municipality’s risk to liquidity is a resuli of the funds available to cover future commitments. The municipality manages
liguidity risk through an ongoing review of future commitments and credit facilities.

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.
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34, Risk management (continued)
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 counter-party.

35, Going concern

We draw attention to the fact that at 30 June 2014, while the municipality had fotat accumulated surpluses of R 266,278,820,
the the current liabilities exceeded the current assets by R46 422 122 and that the available cash resources did not cover the
commitments for unspent conditionat grants with an amount of R28 356 412 uncovered .

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

36, Unauthorised expendifure

Unspent Conditional Grants 22,287,408 38,158,485
Budget Vote overspending 447,893,114 -
470,180,822 38,158,485

The unauthorised expenditure relates fo the spending of conditional grants on other matters not related to the grant conditions
as well as overspending of the budget. Inciuded in the amount for budget cverspending is an amoount for impairment of
invesiment in associate.

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

37. Fruitiess and wasteful expenditure

Fruitless and wasteful expenditure 290,417 68,925

Fruitless and wasteful expenditure relates to penalties charged on late submission of EMP201 returns to SARS. This has been
cofrected and all returns have been submitied.

38. [lrregular expenditure

Opening balance 75,112,134 79,998,761

Add: Irregular Expenditure - current year 267,287 11,793,307

Less: Amounis condoned (27,841,139) (16,679,934)
47,738,282 78,112,134

Analysis of expenditure awaiting condonation (under investigation)

Current year 267,287 11,793,307
Prior years 47,470,995 63,318,827
47,738,282 75,112,134

Detaiis of irregular expenditure — current year
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38, lrregular expendifure (continued)
Details of irregular expenditure condoned
Condonead by (condoning authority)

Procurement of goods and services outside SCM Council 27,641,139
policy
Details of irreguiar expenditure recoverabie (not condoned)
Procurement of goods and services outside SCM 47 470,595
policy
39. Reconciliation between budget and statement of financial performanee
Reconciliation of budget surplus/defici{ with the surplus/deficit in the siatement of financial performance:
Net deficit per the statement of financial performance {372,204,664) (9,722,121)
40. Reconciliation between budget and cash flow statement
Reconcitiation of budget surplus/deficit with the net cash generated from operating, investing and financing activities:
Operating activifies
Basis differences (41,819,653) 418,845
Investing activities
Basis differences (283,058,054) (6,077,205)
Financing activities
Basis differences 322,913,490 421,305
Met cash generated from operating, investing and financing activities (1,864,217} {5,237,285)
41. Additional disclosure in terms of Municipal Finance Management Act
Contributions to organised local government
Current year subscription / fee 1,097,377 -
Amount paid - current year 1,097,377 -

2,194,754 -
Audit fees
Current year subscription / fee 1,484,403 1,051,218
Amount paid - current year {1,484,403) (1,051,218)
PAYE and UIF
Current year subscription / fee 12,875,771 7,233,751
Amount paid - current year (12,875,77%) (7,233,751}
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41, Additional disclosure in ferms of Municipal Finance Management Act {continued)
Pension and Medical Aid Deductions
Current year subscription / fee 6,872,681 3,995,480
Amount paid - current year (6,872.681) (3,995,480}
VAT
VAT receivable 5,687,624 10,329,220

All VAT returns have been submitted by the due date throughout the year.
Supply chain management regulations (SCM Deviations)
In terms of section 36 of the Municipal Supply Chain Management Regulations any deviation from the Supply Chain

Management Policy needs io be approvedicondoned by the Municipal Manager and noted by Council. The expenses incurred
as listed hereunder have been condoned.

incident

VIP Toilet De-sludging - 1,120,000
Artwork decoration and display for three reception areasw - 58,085
Upgrade of volume photocopiers: 48 months contract @0% escalation - 14,763
Supply and delivery of yellow maize seeds - 359,100
Supply and delivery of 1200 bags 3:2:1 fertilizers - 622,084
Implementing agent for Emadiangani Sanitation project - 49,000,000
Supply and Deliver chemicals for water treatment plants 167,481 -
Direct Purchase - Supply and delivery of round-up ready maize seeds 434,032 -
Direct Purchase - Supply and deliver protective clothing (PPE) 133,225 -
Repair sewerage pump 31,760 -
Instalation of pump and removat of sludge 66,117 -
TLB hire for burst pipes 55,225 -
Technical support for loading water and waste water analysis data 12,339 -
Suply mobrey open channel ultrascnic flow meter 20,385 -
Suppiy and deliver V250F Submersible drainage pipe 1,636 -
Repair, serice and calibrate water testing equipment 12,400 -

934,600 51,174,032

42, Deviatlon frem supply chain management regulations

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

Paragraph 35 of the same gazette states that the accounting officer may dispense with the official procurement process in
certain circumstances, provided that he records the reasons for any deviations and reports them to the next meeting of the
accounting officer and includes a note to the 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 accaunting officer who considered them and subseguently approved ihe deviation from
the naormal supply chain management regulations.

The devialions were reporied to Council and ratified by Council as per the municipality's Supply Chain Management Policy.

49

132



Amajuba District Municipality

Financial Statements for the year ended 30 June 2014

Detailed Income statement

2014 2013

Note{s) R R
Revenue
Service charges 17,424,480 -
Interest received (trading) 2,622,213 -
Government Grants and Subsidies 172,422,491 177,361,918
Rental income 288,082 265,121
Recoveries 52,355 127,995
Sundry Revenue 7,129,656 89,025
Interest received - investment 23 716,878 2,254,742
Total Revenue 200,656,168 180,108,801
Expenditure
Employee Related Costs 21 {69,628,199) (40,781,370}
Remuneration of councillors 22 (4,204,529) {4,220,118)
Depreciation and amecriisation 24 {27,945 679) (5,161,563)
Finance cosis 25 (966,483) -
Debt impairment (7,365,839) -
Repairs and maintenance (5,123,223) (977 7485)
Bulk purchases 28 (7,000,000} -
Contracted services 27 (11,610,075} {11,090,523)
General Expenses 19 (28,223,327) {20,524,791)
Grant Funded Expenditure {64,903,749) (76,375,329
LED Projects Cost (4,385,194) {6,477,896)
Sports Development Programmes (2,919,473) {3,023,543)
WSP Contributions - {15,838,445)
Social Development Programmes (1,942,485) (5,359,597)

Total expenditure

Loss on disposal of assets and liabilities

Beficit for the vear

(236,218,255)

{189,830,922)

(336,642,574)

{372,204,664)

(8,722,121}
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REPORT OF THE AUDITOR-G

>ENERAL TO THE KWAZULY-

NATAL PROVINCIAL LEGISLATURE AND COURNCIL ON
AMAJUBA DISTRICT MUNICIPALITY

REPORT ON THE FINANCIAL STATEMENTS

infroduction

1.

Pwas engaged to audit the financial sialements of the Amajuba District Municipality set out on
pages ... o ..., which comprise the siatement of financial position ag gt 30 June 2014, the
statements of financial performance, changes in net assets, the cash flow staterment and the
statement of comparison of budget information with actual information for the year then
ended, and the notes, comprising a summary of significant accounting policies and other
explanatory information,

Accounting officer’s responsibility for the financial statements

2. The accounting officer is responsible 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 Mo, 36 of 2003) (MFMA) and
the Division of Revenue Act of South Africa, 2013 (Act No. 2 of 2013) {DoRA), and for such
intarnal conirel as the accounting officer determines is necessary to enable the preparation of
financial slatements that are frae from material misstaternent, whether due to fraud or error,

Auditor-General's responsibility

3. My responsibility is 1o express an opinion on the financial statements based on conducting

the audit in accordance with the Public Audit Act of South Africa, 2004 {Act No. 25 of 2004)
(PAA), the general nofice issued in terms thereof and Internalional Standards on Auditing.
decause of the matiers described in the basis for disclaimer of opinion paragraphs, however,
twas unable to obtain sufficient appropriate audit evidence to provide a basis for an audit
apinion.

An audit invelves performing procedures to obiain audit evidence about the amounts and
disclosuras in the financial statements. The procedures selected depend on the auditor's
judgement, including the assessment of the rigks of material misstatement of the financial
statemenis, whether due o fraud or error. in making those risk assessments, the auditor
considers internal control refevant to the municipalify'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
runigipality’s interial control. An audit also includes evaluating the appropriateness of
acoounting policies used and the reasonabieness of accounting estimates made by
ranagement, as well as evaluating the overall preseniation of the financial statemenis.




Basis for disclaimer of opinion

Revenue and receivables - service charges

5. Twes unable to obiain sufficiert appropriate audil evidence for revenue from service charges
and ihe relaied receivablas as waier meter readings on which these amounts are based were
not performed for ali congumers. Managament was unable to provide evidence that service
charges were billed for alt meters within the boundaries of the municipality, | was therefors
unable fo confirm the estimated revenue from sarvice charges by alternative means,
Conseguently 1 was unabie to determine whether any adiustmenis relating 1o revenue service
charges stated at BR17.42 mittior in note 16 and receivables stated af BE,23 million was
Necessary.

Debt impdirment

6. The municipality did not inciude the bad debis written off amounting to R27,56 million as part of
expenditure in accordance with GRAP 104 Financial Instruments, Consequently, debt
impairment is understated by R27,56 million. Additionally, there is a consequeniial impact on
the accumulated surplus,

investment in associate

7. The municipaiity did not account for Hs share of investment in assoeiale in accordance with,
GRAP 7 Investment in associate. The municipality has a 33% shareholding in Uthukela Water
{Piy} Lid which constitute an investment in associate. Consequently, investment in Associate is
misstated by R150, 27 million. Additionally, there is a consequaniial impact on the scoumulated
surplus,

Property, plont and eguipment

8. | was unable to obtain sufficlent audi evidence (o support the values of assets fransferred from
uThukela Water (Ply) Lid amounting to R177,70 million included as additions in note 4 to the
financial statements. | was therefore unabie {0 confirm the assets additions by alternative
means. Consequently, | was unable fo determing whether any adiustments relating 1o
wasiowaler network sssets stated at R46,66 million and waler assetls stated at R284,50 milion
in note 4 to the financial statements was necessary . Additionally, there is a consequential
irpact on the depreciation.

Unspent conditional gronts

8. The municipality did not have adequate systems in place o maintain records of accounts for
conditicnal grants as a result | was unable to obiain sufficient appropriate sudit avidence for
the amounts disclosed as unspent conditional grants in note 12 to the financial statements.
Consequently, | was unable {0 determinge whether any adjustment to conditional granis stated
at R22,62 million is necegsary.




Favables

10. 1 was unable to obtain sufficlent appropriate audil avidence to support payables from
exchange ransactions as supporting documentation was not provided. Consequently, | was
unable to defermine by alternative means whather any adiustments to payables from
aexchangs transactions stated at 26,40 million in nete 14 to the financial sfatements was
NeCessary.

Y AT receivable

11. { was unable to obiain sufficient appropriate audit evidence {o support VAT receivabie as
supporting documeniation was not provided. Consegquently | was unable to determine by
aliernative means whether any adjustiments to VAT recelvable statad at R5,60 million in pote
9 {0 the financial statements was nacessary,

Disclaimer of opinion

12. Bacause of the significancs of the matiers described In the basis for disclaimer of opinion
paragraphs, t have not been able to obtain sufficlent appropriate audit evidence o provide a
basis for an audit opinion. Accordingly, | do not express an opinion on these financial
slatemerits.

Additional mahlers

13, t draw atteniion o the matters helow.

Uncudited supplemenfary information

14. The supplementary information et out on pages xx to xx doas not form part of the financial
statements and is presented as additional information. | have not audited this schedule and,
accordingly, | do nol express an opinion thereon,

Unavudited disclosure notes

15. In terms of section 125(2)e) of the MFMA the municipality Is required to disclose particulars
of non-compliance with the MEFMA. This disclosure requirement did not form part of the audit
of the financial statemends and accordingly, 1 do not express an opinion thareon.

REPORT ON OTHER LEGAL AND RECULATORY REQUIREMENTS

16. In accordance with the PAA and the general notice issuad in terms thereof, | report the
following findings on the reported performance information against predetermined objectives
for selectad objectivas presented in the annual performance report, non-compliance with
iegislation as well as internal control. The obisciive of my tesis was 1o identlfy reportable
firdings as described under each subheading but not to gather evidence to express
assurance on thaese matiers. Accordingly, | do not express an opinion or sonclusion on these
matiars.




17. 1 performed procedures 1o obiain evidence about the usefulness and refiability of the reportad
patformance information for the following selected objectives presented in the annual
performance report of the municipality for the year ended 30 June 2014

Basic service delivery on pages x io x

Local economic development on pages x o x

Municipal financial viability and managemsnt on pages x 1o x
Spatial planning and environment managemant on pages X0 %

g @ B %

18. | evaluated the reported performance information against the overall oriferia of usefulness ang
retiability.

19. { evaluated the usefuiness of the reported performance information to determine whather i
was presented in accordance with the MNational Treasury's annual reporting principles and
whether the reported performance was consistent with the planned objectives. | further
petformed tests to detarmine whether indicators and targets wete well defined, verifiable,
specific, measurable, time bound and relevant, as required by the National Treasury's
Framework for managing programme performance information (FMPPL).

20. | agsessed the raliability of the reported performancs information to determine whether it was
valid, aceurate and complete.

21. The material findings in respect of the selected objectives are as follows:
Basic service delivery

Usefulness of reported performance information

Consistency of objeclives, indicators and targels

Reported indicators and targets not consistent with plonned indicators

22. Saction 41(c) of the MBA requires actual achisvements against all planned indicators and
iargets to be raported annually. The annual performance report submitted for audit purposes
did not include the actuat performance of 84% of all planned indicators and targets specified
in the infegrated development plan for the year under review. This was due 0 lack of skil and
slow response by management to respond io recommendations by the oversight role players.

Additional matter

23. | draw attention o the following matiers balow. These matters do not have an impact on the
predetermined objectives audit findings reported above.

Achievemeni of planned fargets

24. Refer {o the annual performance report on page(s) x fo x and X 1o x for information on the
achievement of the planned targets for the year. This infarmation should be considered in the
coriend of the material findings on the ussfulness of the reported perfarmance information for
the selecled objectives reporied in paragraphs x fo x of this report.
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Unaudited supplementary schedules
25. The supplementary information set out on pages x to x does not form part of the annual
performance report and is presented as additional information. | have not audited this
schedule and, accordingly, | do not express a conclusion thereon.

Compblicnce with legislation

26. t performed procedures to obtain evidence that the municipality had complied with applicable
tegistation regarding financial matters, financial management and other related matters. My
findings on material non-compliance with specific matters in key legisiation, as sat out in the
general notice issued in terms of the PAA, are as follows:

Strategic planning and performance management

27. The annual performance report for the vear under review did not include a comparison with
the previous financial year and measures taken to improve performance as required by
section 46 (1)(b) and {¢) of the MSA.

28. The performance of an entity where the municplaity has shared control against the agreed
performance objectives and indicalors was not montiored and annually reviewed, as part of
the annual budget process, as required by section 93C(a)v) of the MSA,

Budgets
28. Expenditure was incurred in excess of the limits of the amounis provided for in the votes of
the approved budget, in coniravention of section 15 of the MFMA.

Annual financial statements and annual reporis

30. The 2012-13 annual report was net tabled in the municipal counci{ within seven months after
the end of the financial year, as required by saction 127(2) of the MFMA.

31. The financial statements submitted for auditing were not prepared in all material respects in
accordance with the requirements of section 122 of the MFMA. Material missiatements
identified by the auditors in the submitted financial statemenis were not corrected and
supporting records could not be provided, which resulted in the financial statements recaiving
a disciaimer of audit opirion.

Expendilure management
32. Reasonable steps were not taken fo prevent unauthorised, irregular and fruiless and wastefit
expenditure, as required by section 62(1)(d} of the MFMA,

Asset management
33. An effective system of internal confrol for assels was not in place, as required by section
63(2) (c} of tha MFMA,

Liability Management
34. An effective system of internal control for flabilities {inoluding a liability register) was rot in
place, gs required by saction 83(2) (1) of the MFMA.




internal conlrol

35. 1 considered internal control relevant to my audit of the financial statements, annual
performance report and compliance with laws and regulations. The maiters reported below
under the fundamentals of internal control are limited to the significant deficiencies that
resulted in the basis for adverse opinion, the findings on the annual performance report and
the findings on compliance with laws and regulations included in this report.

Leadership

36. Management did not exercise adequate oversight over financial reporting and compliance
with laws and regulations, as well as internal control. In this regard, management did not
ensure that the municipality is able to prepare credible financial reports that are supporied
and evidenced by reliable information and that all procurements of goods and services are
done in accordance with the municipal supply chain management regulations.

37. The accounting officer did not create an effective HR management environment to ensure
that adequate and sufficiently skilled resources are in place and that performance is
monitored. in this regard, the accounting officer did not regularly assess whether staff
members had essential skills and knowledge to support the achievement of credible reporting
and comply with designed policies and procedures, as wall as legislative reguirements

Financial and performance management

38. Daily and monthly controls were not operational throughout the period. Management does not
prepare regular, accurate and complete financial statements that are supported and
svidenced by refiable information as year-end procedures were not carried out in accordance
with the applicable financial reporting framework. Adequate review and monitoring over
compliance with applicable laws and regulations was not undertaken due to staff not
understanding their respective roles and responsibilities.

39. In addition records management and review processes were not designed and implemented
in a manner to improve accountability and credibility in financial and compliance reporting.

Governance

40. The risk management strategy was not adequately monitored, as misstatements on the
annual financial statements were not prevented by the municipality’s risk management
strategy. Internal audit not adequately review the financial statements, as evident by the
errors that arose during the auditing process. Although an audit cornmittee was in place, the
financial statements were not adequately reviewed for misstatements, as evident by the
errors that arose duwring the auditing process.




OTHER REPORTS

investigations

41. An independent consulting firm performed an investigation at the request of the municipal
councit regarding procurement irregularities relating to irregular expenditure reported in 2010-
11 financial year. The investigation is still ongoing and # is not clear when it will be finalised,
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Type of Opinion: Disclaimer

Type of Opinion Previcus Year: Ungualified

Adequacy of Audit Response:

Audit Query

Response from Municipality
Action to resolve guery

Person Responsible

Target Date

Progress

Cisclaimer opinion

Revenue and Receivables —
Service Charges

! was unable fo obtain sufficient
appropriate audit evidence for
revenue from service charges and
the related receivables as water
meter readings on which these
amounts are based were not
performed for all consumers.
dManagement was unable to provide
evidence that service charges were
billed for all meters within the
boundaries of the municipality. | was
thersfore unable to confirm the
estimated revenue from servics
charges by alternative means.
Conseguently | was unable to
determine whether any adjustments
relating to revenue service charges
stated at R17,42 million in note 18

Water meter audit to be conducted

for all households within the district.

information cbiained from meter
audit will be used to update billing
system

Acting CFO
Cir: Engineering

31 March 2015
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Audit Query

Response from Municipality
Action to resolive guery

Person Responsible

Target Date

Frogress

and receivables stated at R8,23
million was necessary.

Uebt Impalrment

The municipality did not include the
bad debis written off amounting to
#27,56 million as par! of expendiiure
in accordance with GRAR 104
Financial Instrumeants.
Consequenily, debt impairment is
understated by R27,58 million.
Additionally, there is a conseguential
impact on the accumulated surplus.

The doubtful debis were written-off
againsgt the provision taken over from
uThuksla Water, therefore the write-
off cannot be part of expenditure

Investment in Associate

The municipality did not account for
its share of investment in associate
in accordance with, GRAP 7
Invesiment in associate. The
municipaiity has a 33% sharehclding
in Uthukela Water (Pty) Lid which
constitute an investment in
associate. Consequently, Investment
in Associate is misstated by R150,
27 million. Additionally, thereis a
consequential impact on the
zccumiiatied surplus,

Engagement 1o be held with
remaining sharehoiders and the
entity 1o correct the shareholding
status

Municipal Manager

27 February 2015




Audit Query

Response from Municipality
Action to resolve query

Person Responsible

Target Date

Frogress

Property, plant and equipment

| was unabie to obiain sufficient audit
svidence to support the values of
assets transferred from uThukela
Water (Pty) Lid amounting o
R477,70 million included as
additions in note 4 to the financial
statements. | was therefore unable
to confirm the assets additions by
alternaiive means. Consequently, |
was unable o determine whether
any adjusiments relating to
wastewater network assels siated at
R46,88 million and water assets
stated at R284 50 million in note 4 o
the financial elatemenis was
necessary . Additionally, there is a
consequential impact on the
depreciation.

Compile reconciliation of list of
assets taken over from uThukela
Water {0 the FAR together with
movement of values between the
two registers

Acting CFO
Dir: Enginesring
Service Provider

31 March 2015

Unspent conditional grants

The municipality did not have
adequate systems in place 1o
maintain records of accounts for
conditional grants as a result i was
unable to obtain sufficient
appropriate audit evidence for the
amounis disclosed as unspent
cenditional grants in note 12 1¢ the
financial statementis. Conseguently, |
was unable to determine whether

Obtain MOAs of all unspent grants
received

Provide documentary evidence of all
movement in relation to grant
expenditure

Compile grant register and submit
for review by Internal Audit

Acting CFC

27 February 2015

s



Audit Query

Response from Municipality
Action to resolve query

Person Responsible

Target Date

Progress

any adjustment to conditional grants
stated at R22,62 million is
necassary.

Payables

| was unabie ¢ obtain sufficient
appropriate audit evidence o
support payables from exchange
transactions as supporiing
documentation was not provided.
Conseguently, | was unable ic
determine by alternative means
whether any adiusimenis io
payables from exchange
transaciions stated at R26.40 million
in note 14 to the financial statements
Was necessary.

Ensure all payment vouchers are
scanned inte DIMS

Ensure all payment vouchers are
properly filed and available for audit
Develop and maintain document
movement register

Acting CFO

27 February 2015

YAT receivable

| was unable to obtain sufficient
appropriate audit evidence fo
support VAT receivable as
supporting documentation was not
provided. Consequently t was unable
10 determine by ekernative means
wheather any adjustments to VAT
receivable stated at R5,60 million in
note § o the financial stalements
Was necessary.

Reconcile VAT receivable io SARS
records

Ensure all VAT 201 returns are
reconciled to the Gl. and supporiad
with confirmation with SARS

Acting CFO
Service Provider

31 March 2015

144,



Audit Query

Response from Municipality
Action to resolve query

Person Responsible

Target Date

Progress

Emphasis of matter

Reported indicators and targets
not consistent with planned
indicators

Section 41(c) of the MSA requires
actual achievements against all
planned indicators and iargeis o be
reported annually. The annual
perfarmance report submitted for
audit purposes did not include the
actuai performance of 84% of all
pianned indicaters and targets
specified in the integrated
development plan for the vear under
review. This was due to lack of skill
and slow response by management
to respond to recommendations by
the oversight role players.

Review and update Annual
Performance report

Compile reporting template o
indicate dates for submiiting
guarterty reports and POE files for
audit verifications

All HODs

31 January 2015

1T



Audit Query

Rasponse from Municipality
Action o resolve guery

Person Responsible

Target Date

Frogress

Strategic planning and
performance management

The annual performance report for
the year under review did not include
a comparisen with the previous
financial year and measures taken fo
improve performance as required by
section 48 {1)(b) and (¢} of the MSA.

Review and update Annual
Performance report

Al HODs
Performance Manager

31 January 2015

Strategic planning and
performance management

The performance of an entity where
the municipality has shared control
against the agreed performance
ohjectives and indicators was not
monitored and annually reviewed, as
part of the annuai budget process,
&s requlired by section 93C{(a){v) of
the MSA.

Engagement to be held with
remaining shareholders and the
entity to correct the shareholding
status

Municipal Manager

27 February 2013

Budgets

Expenditure was incurred in excess
of the imits of the amounts provided
for in the votes of the approved
budget, in contravention of section
15 of the MIFMA.

Ensure all expenditurs is incurred
within the approved budget

Ensure system controls to monitor
budget spending are functional and
operational at all times

Acting CFO

31 January 2015




Audit Guery

Response from Municipality
Action to resolve query

Person Responsible

Target Date

Progress

Expendiiure management
Reascnable steps were not izken o
prevent unauthorised, irregular and
fruitless and wasteful expenditure,
as required by seciion 82{1){d) of
the MFMA,

Ensure all expenditure is incurred
within the approved budget

Ensure system controls to monitor
budget spending are functional and
operaiicnal at all times

Acting CFO

31 January 2015

Annual financial statements and
annual reports

The 2012-13 annual report was not
fabled in the municipal council within
seven months after the end of the
financial year, as reguired by section
127(2) of the MFMA.

The reasons for late tabling of the
annual report were reported to
Councit by the Mayor in terms of Sec
133(a) of the MFMA

Municipal Manager

Finalised

The annual report was
tabled to Council on the
05" February 2074 and
adopted with the oversight
report by the end of March

2014

Arnnual financial statements and
annuai reports

The financial statements submitted
for auditing were not prepared in all
material respacts in accordance with
the requirementis of section 122 of
the MFMA. Material misstatements
identified by the auditors in the

Prepare regular, accurate and
compilete financial reports evidenced
by reliable information

Ensure review of annual financial
statements and accounting policies

Acting CFO

Municipal Manager
Internal Audit

31 March 2015

31 March 2015

I,



Audit Query

Response from Municipality
Action to resolve query

Person Responsible

Target Date

Progress

submitted financial statements were
not correcied and supporting records
could not be provided, which
resulied in the financial statemenis
receiving a disclaimer of audit
opinion.

with external technical review and
inputs

Asset management

An effective system of internal Review and implement asset Acting CFO 27 February 2015
control for assets was not in place, managemeant policy and procedures
as required by section 83(2) (c) of
the MFMA.
Liability Management
Review and implement liability Acting CFO 27 February 2015

An effeclive system of internal
control for lighilities (including a
liability register) was not in place, as
required by section 8§3(2) (b} of the
MEMA,

management policy and procedures

Leadership

Management did not exercise
adeqguate cversight over financial
reporting and compliance with laws
and reguiations, as well as iniernal
control. in this regard, management
did not ensure that the municipality

Compile reporting template to
indicate dates for submitting
quarterly reperis and legislative
cormpliance register

Municipal Manager

31 January 2015




Audit Query

Response from Municipality
Aciion io resoive guery

Person Responsible

Target Date

Progress

is able to prepare credible financial
reporis that are supporied and
evidenced by reliable information
and that all procurements of goods
and services are done in accordance
with the municipal supply chain
management regulations.

implementation of legislation
checklists and review compliance 1o
applicable legislation and regulations
and implement corrective action
where necessary

Municipal Manager
Internal Audit

31 January 2015

Leadership

The accounting officer did not create
an effective HR management
environment o ensure that adequate
and sufficiently skilled resources are
in place and that performance is
monitered. In this regard, the
accounting officer did not regularly
assess whether staff members had
essential skills and knowledge to
support the achievemnent of credible
reporting and comply with designed
policies and procedures, as well as
legislative requirements

Ensure that the job evaiuation
process is finalised for all posts on
the organogram and the resulls
implemented.

Ensure a skills audit is conducted
and the staif is trained in areas of
skilis shorifall as far as is possible

Ensure implementation of
performance management for all
staff within the establishment

Acting Dir: Corporate
Services

30 June 2015

Financial and performance
management

[Zaity and monthiy controls were not
operational throughout the period.
Management does not prepare

impiement controls over daily and
monthly processing and reconciling
of transactions

Acting CFC

31 January 2015




Audit Query

Response from Municipality
Action to resolve query

Parson Responsible

Target Date

Progress

regular, accurate and complete
financial staiements that are
supporied and evidenced by reliable
informaticn as year-end procedures
were not carried out in accordance
with the applicable financial reporting
framework. Adeguate review and
monitoring over compliance with
applicable laws and reguiations was
not undertaken due to staff not
understanding their respective roles
and responsibilities.

In addition records management and
review processes were not designed
and implemented in a manner to
improve accountability and credibility
in financial and compliance
reporting.

Prepare regular, accurate and
complete financial and performance
reperts evidenced by reliable
information

Implementation of legislation
checklists and review compliance to
applicable legislation and regulations
and implement corrective action
where necassary

Implement proper record keeping in
a timely manner o ensure that
complete, relevant and accurate
informaticn is accessible and
available to support financial and
performance reporting,

All HODs

Al HODs

All HODs

31 March 2015

31 January 2015

31 January 2015

Governance

The risk management straiegy was
not adequately monitored, as
misstatements on the annual
financial statements were not
prevented by the municipality’s risk
management strategy. Internal audit
not adegquately review the financial
statements, as evident by the errors
that arose during the auditing
process. Although an audit

implement appropriate risk
management activities to ensure that
regular risk assessments, including
congideration of 1T risks and fraud
prevention, are conducted and that a
risk strategy to address the risks is
developed and monitored.

Municipal Manager
Risk Committes

31 March 2015




Audit Query

Response from Municipality
Action to resolve query

Ferson Responsible

Target Date

Progress

comrnitiee was in place, the financial
statements were not adeguately
reviewed for missiatements, as
evident by the errors that arcse
during the auditing process.

Ensure review of annual financial
statements and accounting policies
with external technical review and
inputs

Municipal Manager
Audit Commitiee

31 March 2015
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