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1 Purpose of the Specimen Annual Financial Statements

1.1 The purpose of the specimen annual financial statements is: 

a. to ensure that there is consistency amongst all small municipalities in the presentation of annual financial statements;

b. to ensure that there is the greatest possible consistency with the specimen annual financial statements of other spheres of government;

c. to provide guidance on the application of Standards of Generally Recognised Accounting Practice (GRAP) and Standards of Generally Accepted Municipal Accounting Practice (GAMAP);

d. to incorporate the requirements of the Municipal Finance Management Act (MFMA) that relate specifically to matters to be disclosed in municipal annual financial statements;

e. to demonstrate the annual financial statement disclosure of the new budget formats. 
1.2 Although these specimen annual financial statements are written as a guide, all municipalities are required to prepare annual financial statements in accordance with GRAP 1,2 and 3, the 8 GAMAP standards, National Treasury formats and the capacity levels reflecting High, Medium and Low capacity in terms of the MFMA implementation strategy.

1.3 These specimen annual financial statements also illustrate the first-time implementation of GAMAP.  The “Guidelines for the implementation of accounting Standards of Generally Recognised Accounting Practice”, issued by National Treasury, should also be referred to for GAMAP implementation assistance.
2 Basis used to prepare these Specimen Financial Statements

2.1 The specimen annual financial statements have been prepared from the following sources: 

a. Standards of GRAP approved by the Accounting Standards Board and for which the implementation date has been determined by the Minister. These are GRAP 1, GRAP 2, and GRAP 3 and the 8 GAMAP standards.

b. The new budget formats issued by National Treasury.

c. Budget circulars issued by the National Treasury.
d. The Municipal Finance Management Act.

e. The Division of Revenue Act.

f. A review of selected municipal financial statements prepared in terms of Circular 18 for the year ended 30 June 2005

2.2 It should be noted that while these specimen annual financial statements are intended as a source of reference, preparers of annual financial statements must ensure that they have a thorough understanding of the Standards of GRAP and GAMAP, the new budget formats and relevant municipal legislation.

2.3 The above-mentioned standards can be viewed on the website of the Accounting Standards Board: http://www.asb.co.za
3 Timeframes

3.1 Standards of GRAP change continually. These specimen annual financial statements are based on GRAP standards that will apply during the financial year ending on 30 June 2006.  It should be noted that only high capacity municipalities are required to prepare annual financial statements in terms of this specimen.  All other municipalities are only required to prepare financial statements in terms of their capacity levels set out in the MFMA implementation strategy.

3.2 National Treasury will issue new specimen annual financial statements annually to take into account any new Standards of GRAP that have been issued by the Accounting Standards Board and that will apply in future reporting periods.

4 Using this specimen

4.1 This specimen is a guide to all small sized municipalities. Explanatory notes are given in italics for ease of reference.

4.2 It is important that GRAP 1 is studied in conjunction with this specimen. GRAP 1 provides guidance on current versus non-current classifications, offsetting, rounding and information to be included on each page in a set of annual financial statements, amongst other information.

4.3 Despite the comment in paragraph 1.2 above, it should be noted that accounting policies are municipality specific and are not generic.  Although accounting policies are set out in the specimen financial statements, these are for guidance purposes only.  For example, the accounting policy on inventories included in these specimen financial statements incorporates a first-in, first-out method of determining cost.  In some municipalities, the basis of determining the cost of inventories will be the weighted average method.  Those municipalities that use the weighted average method will need to draft an appropriate accounting policy accordingly.

4.4 Where material activities of municipalities and/or municipal entities have not been addressed by these specimen annual financial statements guidance on appropriate accounting policies should be obtained from the relevant accounting Standards or through consultation with the National Treasury.  

5 Content of the specimen

5.1 This specimen sets out an example of a small sized municipality’s annual financial statements.  Explanatory notes are provided for most matters included in the specimen.

5.2 This specimen is not intended to explain accounting entries or provide information on accounting principles. It merely provides information on the content and format of annual financial statements and highlights changes in relation to previous prescribed formats.

5.3 In terms of the Municipal Finance Management Act, annual financial statements will form part of the annual report. The annual report will contain organisational, service delivery, performance and other information and there is therefore no longer a need for a Municipal Manager’s or Political Executive report to be included in the annual financial statements.

	PROTEA DISTRICT MUNICIPALITY

ANNUAL FINANCIAL STATEMENTS
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I am responsible for the preparation of these annual financial statements, which are set out on pages x to x, in terms of Section 126(1) of the Municipal Finance Management Act and which I have signed on behalf of the Municipality.

I certify that the salaries, allowances and benefits of Councillors (how about loans made to Councillors, if any, and payments made to Councillors for loss of office, if any) as disclosed in note 14 of these annual financial statements are within the upper limits of the framework envisaged in Section 219 of the Constitution, read with the Remuneration of Public Officer Bearers Act and the Minister of Provincial and Local Government’s determination in accordance with this Act.

(Name)








Date

Municipal Manager
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Explanatory Notes: Statement of Financial Position

The table below sets out examples of the various account balances for each of the new sub-headings to be shown on the face of the Statement of Financial Position.  
	Line item on face of Statement of Financial Position
	Examples

	· Under Net Assets

	a. Government grant reserve
	Ring fencing of government grant funding

	b. Accumulated surplus/(deficit)
	Funds not earmarked for any specific purpose.

	· Under Non-Current Liabilities

	a. Long-term liabilities
	These are external loans that are not repayable over the next 12 months

	· Under Current Liabilities

	a. Creditors
	Trade creditors and staff leave accrual

	b. Unspent conditional government grants
	Grants that have been received but the conditions of the grant have not yet been fulfilled

	c. VAT
	Net VAT liability.  If income tax is payable, together with VAT, these amounts will be disclosed as “taxes” on the Statement of Financial Position.  If there is an amount due in respect of VAT, such amount will be included under current assets.

	d. Current portion of long-term liabilities
	The current portion of long-term liabilities, repayable over the next 12 months

	e. Bank overdrafts
	Negative/unfavourable cash book balances (not to be offset against positive cash book balances)

	· Under Non-Current Assets

	a. Property, plant and equipment
	Carrying value of property, plant and equipment, net of accumulated depreciation and accumulated impairment losses.

	b. Long-term receivables
	Receivables that are not receivable over the next 12 months for example, housing loans and staff car loans, net of the provision for bad debts, that are not receivable over the next 12 months

	· Under Current Assets

	a. Consumer debtors (arising from exchange and non-exchange transactions)
	Amounts billed to consumers, net of the provision for bad debts

	b. Other debtors (arising from exchange and non-exchange transactions but excluding billing transactions to consumers of municipal services)
	Amounts owed by levy-payers, financial institutions in respect of interest on investments and sundry debtors; could also include deposits made by the municipality

	c. Current portion of long-term receivables
	Amounts that will be recoverable from long-term debtors in the next 12 months

	d. Bank balances and cash
	Positive/favourable cash book balances (not to be offset against overdraft balances), petty cash and investments that will mature within 12 months


Trust Funds: - Trust Funds are separate legal entities where the Municipality is trustee.  As separate legal entities, separate financial statements should be prepared for each Trust Fund.  The various Trust Funds must be included in the consolidated financial statements of the municipality where the municipality controls the various Trust Funds.  See the GAMAP Implementation Guidelines for further information.

All comparative balances must be restated in the Statement of Financial Position when there is a change in accounting policy, including the first-time implementation of GAMAP. .

	PROTEA MUNICIPALITY

	STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2006

	
	
	
	
	
	
	
	

	 

	 
	
	 
	 
	 
	
	
	 

	 
	Note
	 
	2006
	 
	
	2005
	 

	 
	
	 
	R
	 
	
	R
	 

	NET ASSETS AND LIABILITIES
	
	 
	 
	 
	
	
	 

	 
	
	 
	 
	 
	
	
	 

	Net assets
	
	 
	28 754 081
	 
	
	25 193 517
	 

	Government grant reserve
	
	 
	14 579 748
	 
	
	10 532 256
	 

	Accumulated Surplus
	
	 
	14 174 333
	 
	
	14 661 261
	 

	 
	
	 
	 
	 
	
	
	 

	Non-current liabilities
	
	 
	722 543
	 
	
	822 905
	 

	Long-term liabilities
	1
	 
	722 543
	 
	
	822 905
	 

	 
	
	 
	 
	 
	
	
	 

	Current liabilities
	
	 
	5 822 790
	 
	
	7 770 126
	 

	Creditors
	2
	 
	5 198 464
	 
	
	3 393 896
	 

	Unspent conditional grants and receipts
	3
	 
	448 541
	 
	
	565 199
	 

	VAT
	4
	 
	69 551
	 
	
	61 659
	 

	Current portion of long-term liabilities
	1
	 
	106 234
	 
	
	110 567
	 

	Bank overdraft
	7
	 
	-
	 
	
	3 638 805
	 

	 
	
	 
	 
	 
	
	
	 

	Total Net Assets and Liabilities
	
	 
	35 299 414
	 
	
	33 786 548
	 

	 
	
	 
	 
	 
	
	
	 

	ASSETS
	
	 
	 
	 
	
	
	 

	 
	
	 
	 
	 
	
	
	 

	Non-current assets
	
	 
	31 776 269
	 
	
	30 846 171
	 

	Property, plant and equipment
	5
	 
	31 607 171
	 
	
	30 665 498
	 

	Long-term receivables
	6
	 
	167 098
	 
	 
	180 673
	 

	 
	
	 
	 
	 
	
	
	 

	Current assets
	
	 
	3 523 145
	 
	
	2 940 377
	 

	Consumer debtors
	7
	 
	1 747 691
	 
	
	1 605 791
	 

	Other debtors
	8
	 
	1 299 090
	 
	
	1 259 775
	 

	Current portion of long-term debtors
	6
	 
	68 393
	 
	
	74 811
	 

	Bank balances and cash
	9
	 
	407 971
	 
	
	-
	 

	 
	
	 
	 
	 
	
	
	 

	Total Assets
	
	 
	35 297 414
	 
	
	33 786 548
	 

	 
	
	 
	 
	 
	
	
	 

	 


Explanatory Notes: Statement of Financial Performance

This Statement of Financial Performance is in accordance with the new budget formats, with the exception of working capital, which is referred to as “bad debts” in the Statement of Financial Performance.

Important notes to take into account when preparing the Statement of Financial Performance: - 

· Inter-departmental charges must be excluded from both revenue and expenditure.

· Where “other income” is greater than 5% of total revenue, a breakdown must be included in a note to this Statement.

· Where there is abnormally high or low revenue, details should be included in a note.  

· Where there is abnormally high or low expenditure, details should be included in a note.  

· The budget columns should reflect the original budget approved by Council.

“Income for agency services” is the fee generated by acting as an agent for another sphere of Government.  It excludes the revenue collected as an agent for a third party.

“In-kind donations and assistance” may not be reliably measurable in certain circumstances and cannot therefore be included in the Statement of Financial Performance.  Such information is provided by way of note (see note 27)

In respect of the first-time implementation of GAMAP, there must be compliance with the requirements of GRAP 3.  This standard requires that the effect of the change in accounting policy must be applied retrospectively.  This is illustrated in these specimen annual financial statements.
	PROTEA MUNICIPALITY

	STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2006

	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	
	
	Note
	
	2006
	
	
	2005
	 

	 
	
	
	
	 
	R
	 
	
	R
	 

	 
	REVENUE
	
	
	 
	 
	 
	
	
	 

	 
	Service charges
	10
	 
	8 076 930
	 
	
	7 013 299
	 

	 
	Regional Services Levies – turnover
	
	 
	7 995 032
	 
	
	5 520 561
	 

	 
	Regional Services Levies – remuneration
	
	 
	4 193 659
	 
	
	3 077 665
	 

	 
	Rental of facilities and equipment
	
	 
	7 453
	 
	
	7 412
	 

	 
	Interest earned - external investments
	
	 
	3 875 462
	 
	
	1 987 819
	 

	 
	Government grants and subsidies                                                         11
	 
	6 423 669
	
	
	6 385 734
	 

	 
	Other income                                                                                         12
	 
	226 859
	
	
	153 679
	 

	 
	Gains on disposal of property, plant and equipment
	
	 
	124 794
	 
	
	101 233
	 

	 
	
	
	
	 
	 
	 
	
	
	 

	 
	Total Revenue
	
	 
	30 923 858
	 
	
	24 247 402
	 

	 
	
	
	 
	 
	 
	 
	
	
	 

	 
	EXPENDITURE
	
	 
	 
	 
	
	
	 

	 
	Employee related costs                                                                         13
	 
	11 100 587
	
	
	9 847 395
	 

	 
	Remuneration of Councillors                                                                 14
	 
	5 133 461
	
	
	4 420 115
	 

	 
	Bad debts
	 
	1 093 265
	
	
	1 190 243
	 

	 
	Collection costs
	
	 
	452 767
	
	
	318 743
	 

	 
	Depreciation
	 
	1 390 751
	
	
	1 483 883
	 

	 
	Repairs and maintenance
	
	 
	1 720 217
	
	
	1 064 258
	 

	 
	Interest paid                                                                                          15
	 
	273 908
	
	
	372 549
	 

	 
	Contracted services
	  16
	 
	1 866 088
	
	
	1 436 754
	 

	 
	Grants and subsidies paid                                                                    17
	 
	3 651 887
	
	
	3 629 812
	 

	 
	General expenses 
	
	 
	680 363
	 
	
	809 581
	 

	 
	Loss on disposal of property, plant and equipment
	
	 
	-
	 
	
	-
	 

	 
	
	
	
	 
	 
	 
	
	
	 

	 
	Total Expenditure
	
	 
	27 363 294
	 
	
	24 573 333
	 

	 
	
	
	
	 
	 
	 
	
	
	 

	 
	
	
	
	 
	 
	 
	
	 
	 

	 
	SURPLUS FOR THE YEAR
	
	 
	3 560 564
	 
	
	(325 931)
	 

	 
	
	
	
	 
	 
	 
	
	
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


Explanatory Notes: Statement of Changes in Net Assets

The purpose of this Statement is to disclose all the transactions that have been processed in relation to the various components of Net Assets included in the Statement of Financial Position.

It is also used to record the distribution of dividends by Municipal Entities to the controlling Municipality.

It should also be noted that prior year adjustments arising from: 

· Changes in accounting policies

· Correction of errors in previous financial statements

are shown as a restated adjustment against the opening balance.  GRAP 3 should be referred to when such adjustments are required.  

Also refer to [Mandatory] Accounting Policy 4 for more information on the following:

· Government Grant Reserve – all government grants used to acquire items of Property, Plant and Equipment are included in revenue in the Statement of Financial Performance.  A corresponding transfer is made from unappropriated surpluses to the Government Grant Reserve in this Statement in the financial year that the revenue is recognised. This reserve is subsequently used to offset future depreciation charges attributable to the item of property, plant and equipment through a transfer from the Reserve to the accumulated surplus/(deficit).  The purpose is to ensure that communities receive the benefit of all government grants over the useful life of such items of property, plant and equipment financed therefrom.

First-time Implementation of GAMAP

In respect of the first-time implementation of GAMAP, there must be compliance with the requirements of GRAP 3.  This standard requires that the effect of the change in accounting policy must be applied retrospectively.  This is illustrated in these specimen annual financial statements.

	PROTEA MUNICIPALITY

	STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2006

	
	
	
	
	

	 
	Pre-GAMAP
	Government 
	Accumulated 
	Total

	
	Old 
	
	
	

	 
	Reserves 
	Grant
	Surplus/
	 

	 
	and
	Reserve
	
	 

	 
	Funds
	 
	 
	 

	 
	R
	R
	R
	R

	2005
	 
	 
	 
	 

	Balance at 1 July 2004
	13 219 258
	-
	4 237 826
	17 457 084

	Implementation of GAMAP (Note 18)
	(13 219 258)
	10 571 712
	9 609 910
	6 962 364

	Restated balance
	-
	10 571 712
	13 847 736
	24 419 448

	Surplus/(deficit) for the year
	 
	 
	(325 931)
	(325 931)

	Capital grants used to purchase PPE
	 
	53 955
	(53 955)
	-

	Offsetting of depreciation
	 
	(93 411)
	93 411
	-

	Balance at 30 June 2005
	-
	10 532 256
	13 561 261
	24 093 517

	2006
	 
	 
	 
	 

	Correction of error (Note 19)
	 
	 
	1 100 000
	1 100 000

	Restated balance
	-
	10 532 256
	14 661 261
	25 193 517

	Surplus/(deficit) for the year
	 
	 
	3 560 564
	3 560 564

	Capital grants used to purchase PPE
	 
	4 161 238
	(4 161 238)
	-

	Disposals of PPE
	 
	(16 146)
	16 146
	-

	Offsetting of depreciation
	 
	(97 600)
	97 600
	-

	Balance at 30 June 2006
	-
	14 579 748
	14 174 333
	28 754 081

	 
	 
	 
	 
	 


Explanatory Notes: Cash-Flow Statement

This statement is prepared in terms of GRAP 2. The basis of preparation is not significantly different from the previous cash flow statement presented in Municipal Financial Statements.  The only difference is that previously the indirect method was shown on the cash-flow statement whereas GRAP 2 states that municipalities must use the direct method.

As indicated, the direct method is prescribed for inclusion on the face of the Cash Flow Statement to determine “Cash generated from operations”.  Municipalities must ensure that they will be in a position to extract operating receipts and payments in order to obtain figures for cash generated from operations.

The following treatment is recommended for:

· Increases or decreases in consumer deposits are deemed to be a financing activity

· Conditional “capital” government grants, donations and public contributions are deemed to be an operating activity

	PROTEA DISTRICT MUNICIPALITY

	CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2006

	
	
	
	
	
	
	
	

	
	Note
	
	2006
	
	
	2005
	

	
	
	
	R
	
	
	R
	

	CASH FLOW FROM OPERATING ACTIVITIES
	
	
	 
	
	
	
	

	
	
	
	 
	
	
	
	

	Cash receipts from ratepayers, government and other 
	
	
	38 144 814 
	
	
	48 093 773 
	

	Cash paid to suppliers and employees
	
	
	(35 405 260) 
	
	
	(46 407 782)
	

	Cash generated from operations
	20
	
	2 739 554
	
	
	1 685 991
	

	
	
	
	 
	
	
	
	

	Interest received
	
	
	3 875 462 
	
	
	1 987 819 
	

	Interest paid
	
	
	(273 908)
	
	
	(372 549)
	

	
	
	
	 
	
	
	
	

	NET CASH FROM OPERATING ACTIVITIES
	
	
	6 339 108
	
	
	3 301 261
	

	
	
	
	 
	
	
	
	

	CASH FLOWS FROM INVESTING ACTIVITIES
	
	
	 
	
	
	
	

	
	
	
	 
	
	
	
	

	Purchase of property, plant and equipment 
	
	
	(2 458 845)
	
	
	(2 342 198)
	

	Proceeds on disposal of property, plant and equipment
	
	
	 251 215 
	
	
	156 032 
	

	Decrease in non-current receivables
	
	
	19 993
	
	
	 155 673 
	

	
	
	
	 
	
	
	
	

	NET CASH FROM INVESTING ACTIVITIES
	
	
	(2 187 637)
	
	
	1 270 768
	

	
	
	
	 
	
	
	
	

	CASH FLOWS FROM FINANCING ACTIVITIES
	
	
	 
	
	
	
	

	
	
	
	 
	
	
	
	

	Long term liabilities repaid
	
	
	(104 695) 
	
	
	(154 210)
	

	
	
	
	 
	
	
	
	

	NET CASH FROM FINANCING ACTIVITIES
	
	
	(104 695) 
	
	
	(154 210)
	

	
	
	
	 
	
	
	
	

	NET INCREASE IN CASH AND CASH EQUIVALENTS
	
	
	4 046 776
	
	
	4 417 819
	

	
	
	
	
	
	
	
	

	Cash and cash equivalents at the beginning of the year
	
	
	 (3 638 805)
	
	
	(8 056 624)
	

	Cash and cash equivalents at the end of the year
	21
	
	 407 971
	
	
	 (3 638 805)
	

	
	
	
	 
	
	
	
	

	
	
	
	
	
	
	
	


Explanatory Notes: Mandatory Accounting Policies

Background Information

Accounting policies set out the basis of recognition and measurement of material transactions, balances and events in the annual financial statements.

There are two sets of accounting policies included in these specimen financial statements.  One is referred to as the Mandatory Accounting Policies whereas the other is referred to as Encouraged Accounting Policies. 

It is important to note that municipalities may have material events and transactions that are not covered by either the mandatory or encouraged accounting policies.  Municipalities must draft appropriate accounting policies setting out how they recognise and measure such transactions, balances and events.  The following extract from the Preface to the Standards of Generally Accepted Municipal Accounting Practice issued by the Accounting Standards Board must be noted in this regard.

“14. The Board recognises that the scope of new GAMAP is incomplete and that users will seek guidance in respect of those issues not considered. The attention of preparers is drawn to the following paragraph in the Standard of Generally Recognised Accounting Practice on Accounting Policies, Changes in Accounting Estimates and Errors” (now GRAP 3 paragraph .07): 

“In the absence of a particular Standard of Generally Recognised Accounting Practice that specifically applies to a transaction, other event or condition, management shall use its judgement in developing and applying an accounting policy that results in information that is: 

(a) relevant to the economic decision-making needs of users; and 

(b) reliable in that the financial statements: 

(i) represent faithfully the financial position, financial performance and cash flows of the entity; 

(ii) reflect the economic substance of transactions, other events and conditions, and not merely the legal form; 

(iii) are neutral, i.e. free from bias; 

(iv) are prudent; and 

(v) are complete in all material respects. 

In making the judgement described in the paragraph above, management shall refer to and consider the applicability of the following sources in descending order: 

(a) the requirements and guidance in the Standards of Generally Recognised Accounting Practice, dealing with similar and related issues; and 

(b) the definitions, recognition criteria and measurement concepts for assets, liabilities, revenue and expenses set out in the Framework for the Preparation and Presentation of Financial Statements. 

In making the judgement prescribed … above, management may also consider the most recent pronouncements of other standard setting bodies and accepted public or private sector practices to the extent, but only to the extent, that these are consistent with the requirements in the paragraph above. For example, pronouncements of, in descending order, the International Federation of Accountants - Public Sector Committee, International Accounting Standards Board (including the Framework for the Preparation and Presentation of Financial Statements), the South African Accounting Practices Board and the South African Institute of Chartered Accountants’ Accounting Practices Committee.”

Transitional Provisions: Year ending 30 June 2006

Municipalities that have to convert to GAMAP have to comply with GRAP 1, GRAP 2 and GRAP 3 and all the GAMAP Standards unless exemption from a standard of GAMAP, or a specific requirement within a GAMAP standard, is obtained from the Minister of Finance (National Treasury administers the process of applying for exemptions). 

 The GRAP and GAMAP Standards that are applicable to municipalities
 are summarised in the table below.  

	Presentation of Financial Statements (Preface to GRAP Statements)  (GRAP 1)

	 Cash flow statements:  (GRAP 2)

	 Accounting policies, Changes in Accounting Estimates and Errors: (GRAP 3)

	 Effects of changes in foreign exchange rates:  (GAMAP 4)

	 Consolidated Financial Statements and Subsidiaries  (GAMAP 6)

	 Investments in associates: (GAMAP 7)

	 Joint ventures:  (GAMAP 8)

	 Inventories:  (GAMAP 12)

	 Property, plant and equipment: (GAMAP 17)

	 Provisions, contingent liabilities and  assets:  (GAMAP 19)

	 Revenue  (GAMAP 9)


Although the application of these Standards is mandatory, it is only to the to the extent that they are applicable to the municipality and/or municipal entity.

It should be noted that these are transitional provisions and only apply for the year ending 30 June 2006.  Each year the number of mandatory standards that all municipalities must comply with may increase.  

Municipalities should comply with the specimen Encouraged Accounting Policies also illustrated in these specimen annual financial statements to the extent possible and where they are applicable to the municipality and/or municipal entity.

Explanatory Notes: Mandatory Accounting Policies(continued)

Additional Guidance issued by the Accounting Standards Board

The Accounting Standards Board have approved a number of additional standards but for which the implementation date has not yet been determined by the Minister of Finance.  Guidance can be obtained from these standards where transactions and events are not covered by the scope of GRAP 1-3 or the 8 GAMAP standards.

At the date of preparing these specimen annual financial statements, the Board had approved the following standards in addition to those referred to in the table above.

	Inventories: (GRAP 12)

	Leases:  (GRAP 13)

	 Investment property: (GRAP 16)

	 Property, plant and equipment: (GRAP 17)

	 Segment reporting:  (GRAP 18)


Specimen Accounting Policies

The accounting policies included in the specimen annual financial statements are for guidance purposes only.  The accounting policies support the transactions, balances and events included in the specimen annual financial statements.

Accounting policies are specific to individual municipalities and it is therefore not possible to provide generic accounting policies.

Comments on Specific Mandatory Accounting Policies

· Note 1: Basis of Presentation

There are two different scenarios to consider when preparing this note.

Firstly, there will be municipalities who will implement GAMAP/GRAP for the first time in the year ending 30 JUNE 2006.  These municipalities should use the basis of presentation as set out under “First-time implementation of GAMAP/GRAP”.

Secondly, there will be municipalities that have implemented GAMAP/GRAP in the year ended 30 June 2005 or in an earlier financial year.  These municipalities should use the basis of presentation as set out under “Where a municipality has previously adopted GAMAP”.

If there are changes in accounting policies, these must be disclosed in the introductory paragraph, as illustrated in the Specimen Accounting Policies.  There must be compliance with the requirements of GRAP 3.  Two changes in accounting policies are illustrated in the Specimen annual Financial Statements (the implementation of GAMAP and a change in the accounting policy relating to the recognition of levy income).

Should the entity have an exemption from a Standard it should be included in an accounting policy note, listing the name of the Standard and by when it will be implemented by the municipality (if possible).

· Note 5: Property, Plant and Equipment

The depreciation rates included are illustrative only.  The depreciation rates to be used by municipalities must take into account those factors set out in GAMAP 17 or any circulars that may be issued by National Treasury.

· Note 8: Revenue Recognition

An estimate should be made of the revenue to be collected from spot fines and summonses based on past experience of amount collected. Only if a reliable estimate cannot be made, should the revenue be recognised on a receipts basis.

If applicable a revenue accounting policy may be required for the recovery of unauthorised, irregular, fruitless and wasteful expenditure, if such amounts are material, as illustrated in the mandatory accounting policies.

PROTEA MUNICIPALITY
MANDATORY ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006
1.
BASIS OF PRESENTATION




The annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historical cost convention, except for the revaluation of land and buildings, which are carried at fair value.

[First – time Implementation of GAMAP/GRAP]

In accordance with section 122(3) of the Municipal Finance Management Act (Act No. 56 of 2003), the Municipality has adopted Standards of GAMAP and GRAP issued by the Accounting Standards Board during the financial year, with the exception of …..  GAMAP and GRAP standards are fundamentally different to the fund accounting policies adopted in previous financial years.  Comparative amounts have been restated retrospectively to the extent possible.  The effect of the change in accounting policy arising from the implementation of GAMAP and GRAP is set out in Note 30.  Furthermore, the Municipality has changed its accounting policy in respect of Regional Council Levies as set out in Note 18.

Exemption from complying with …… was obtained from the Minister of Finance until ….. (date).

The Municipality may have transactions, events or balances that are outside the ambit of GAMAP and GRAP but which are included in Standards of International Public Sector Accounting Standards (IPSAS) issued by the International Federation of Accountants – Public Sector Committee, International Accounting Standards (IAS) issued by the International Accounting Standards Board or Generally Accepted Accounting Practice issued by the South African Accounting Practices Board and the South African Institute of Chartered Accountants.  The Municipality has not complied with the measurement, recognition and disclosure requirements of those accounting standards.

The principal accounting policies adopted in the preparation of these annual financial statements are set out below.  

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or permitted by a Standard of GAMAP or GRAP.

 [Where a municipality has previously adopted GAMAP]

These annual financial statements have been prepared in accordance with Generally Accepted Municipal Accounting Practices (GAMAP) and Generally Recognised Accounting Practice (GRAP), with the exception of ………, issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance Management Act, (Act No.56 of 2003).  These accounting policies are consistent with those of the previous financial year, except as indicated in Note 18.

Exemption from complying with …… was obtained from the Minister of Finance until …… (date).

The Municipality may have transactions, events or balances that are outside the ambit of the accounting standards referred to above but which are included in Standards of International Public Sector Accounting Standards (IPSAS) issued by the International Federation of Accountants – Public Sector Committee, International Accounting Standards (IAS) issued by the International Accounting Standards Board or Generally Accepted Accounting Practice issued by the South African Accounting Practices Board and the South African Institute of Chartered Accountants’ Accounting Practices Committee.  The Municipality has not complied with the measurement, recognition and disclosure requirements of those accounting standards.

The principal accounting policies adopted in the preparation of these annual financial statements are set out below.  

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or permitted by a Standard of GAMAP or GRAP.

2.
PRESENTATION CURRENCY

These annual financial statements are presented in South African Rand.

3.
GOING CONCERN ASSUMPTION

These annual financial statements have been prepared on a going concern basis.

4.
GOVERNMENT GRANT RESERVE
When items of property, plant and equipment are financed from government grants, a transfer is made from the accumulated surplus/(deficit) to the Government Grants Reserve equal to the Government Grant recorded as revenue in the Statement of Financial Performance in accordance with a directive (budget circular) issued by National Treasury.  When such items of property, plant and equipment are depreciated, a transfer is made from the Government Grant Reserve to the accumulated surplus/(deficit). The purpose of this policy is to promote community equity by ensuring that the future depreciation expenses that will be incurred over the useful lives of government grant funded items of property, plant and equipment are offset by transfers from this reserve to the accumulated surplus/(deficit) 

When an item of property, plant and equipment financed from government grants is disposed, the balance in the Government Grant Reserve relating to such item is transferred to the accumulated surplus/(deficit).

PROTEA MUNICIPALITY
MANDATORY ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2006 (continued)

5.
PROPERTY, PLANT AND EQUIPMENT


Property, plant and equipment, is stated at cost, less accumulated depreciation. Land is not depreciated as it is deemed to have an indefinite life. 

Subsequent expenditure is capitalised when the recognition and measurement criteria of an asset are met.

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



	
	Years

	Water infrastructure
	25

	Buildings
	30

	Motor vehicles
	5

	Office equipment
	3-7

	Furniture and fittings
	7-10

	
	


The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the difference between the sales proceeds and the carrying value and is recognised in the Statement of Financial Performance.

Where the carrying amount of an item of property, plant and equipment is greater than the estimated recoverable amount, it is written down immediately to its recoverable amount and an impairment loss is charged to the Statement of Financial Performance.

6.
ACCOUNTS RECEIVABLE

Accounts receivable are carried at anticipated realisable value.  An estimate is made for doubtful receivables based on a review of all outstanding amounts at year-end.  Bad debts are written off during the year in which they are identified.   Amounts that are receivable within 12 months from the reporting date are classified as current.

7.
TRADE CREDITORS

Trade creditors are stated at their nominal value. 

8.
REVENUE RECOGNITION

Service charges relating to water are based on consumption. Meters are read on a quarterly basis and are recognised as revenue when invoiced by the municipality’s agents. Provisional estimates of consumption are made monthly when meter readings have not been performed. The provisional estimates of consumption are recognised as revenue when invoiced. Adjustments to provisional estimates of consumption are made in the invoicing period in which meters have been read. These adjustments are recognised as revenue in the invoicing period.  Revenue from the sale of electricity prepaid meter cards are recognised at the point of sale.

Interest and rentals are recognised on a time proportion basis.


Revenue from Regional Levies, both those based on turnover as well as those based on remuneration, is recognised on the payment due basis. Where declarations have not been submitted, estimated levies based on average data is accrued.  Estimates are reviewed regularly to ensure that average data is appropriate.


Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated procedures, including those set out in the Municipal Finance Management Act (Act No.56 of 2003) and is recognised when the recovery thereof from the responsible councillors or officials is virtually certain.

9.
CONDITIONAL GRANTS AND RECEIPTS

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the Municipality has complied with any of the criteria, conditions or obligations embodied in the agreement.  To the extent that the criteria, conditions or obligations have not been met a liability is recognised.

10.
CASH AND CASH EQUIVALENTS

Cash includes cash on hand and cash with banks.  Cash equivalents are short-term highly liquid investments that are held with registered banking institutions with maturities of three months or less and are subject to an insignificant risk of change in value.

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

Bank overdrafts are recorded based on the facility utilised.  Finance charges on bank overdraft are expensed as incurred.

PROTEA MUNICIPALITY
MANDATORY ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006 (continued)

11.
RETIREMENT BENEFITS

The municipality provides retirement benefits for its employees and councillors. The contributions to fund obligations for the payment of retirement benefits are charged against revenue in the year they become payable. The defined benefit funds, which are administered on a provincial basis, are actuarially valued triennially on the projected unit credit method basis. Deficits identified are recognised as a liability and are recovered through lump sum payments or increased future contributions on a proportional basis to all participating municipalities.

12.
UNAUTHORISED EXPENDITURE

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of an allocation received from another sphere of government, municipality or organ of state and expenditure in the form of a grant that is not permitted in terms of the Municipal Finance Management Act (Act No.56 of 2003).  Unauthorised expenditure is accounted for as an expense in the Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance.

13.
IRREGULAR EXPENDITURE

Irregular 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), the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the Municipality’s supply chain management policy.  Irregular expenditure excludes unauthorised expenditure.   Irregular expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance.

14.

FRUITLESS AND WASTEFUL EXPENDITURE

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable care been exercised.  Fruitless and wasteful expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance.

15.
COMPARATIVE INFORMATION

15.1 Current year comparatives:

Budgeted amounts have been included in the annual financial statements for the current financial year only.

15.2 Prior year comparatives:

When the presentation or classification of items in the annual financial statements is amended, prior period comparative amounts are reclassified. The nature and reason for the reclassification is disclosed.

 Explanatory Notes: Notes to the Financial Statements

General Notes

· Every note disclosing financial information must set out a comparative amount.

· Every page must be headed with the name of the municipality, the heading of this part of the annual financial statements and set out the year end.

Note 1: Long-term liabilities

There is no change in the disclosure requirements.

A separate appendix on long-term liabilities does not need to be prepared if there are only a few liabilities.  Information on the interest rates and repayment dates can be included under this note.
Note 2: Creditors

The breakdown of creditors included in this note is the minimum information that should be disclosed.  Payments received in advance represent amounts invoiced or received by the Municipality where services still have to be rendered.

Note 3: Unspent Conditional Grants and Receipts

Conditional Grants and Receipts are split into two components: 

· Conditional grants from other spheres of government

The amounts to be disclosed in this note are grants received from national and provincial government, other municipalities as well as other organs of state but the municipality has not fulfilled the conditions associated with such grants.  These amounts represent the obligation of the municipality to comply with the conditions of the grant.

These amounts are determined when preparing the reconciliation illustrated in note 11.

· Other conditional receipts (which are not illustrated in these annual financial statements)
These amounts represent contributions from developers and public contributions to construct a specific item of property, plant and equipment within a certain time period. These amounts represent the obligation of the municipality to comply with the conditions of the receipt. 

It should be noted that these amounts are excluded from the reconciliation in note 11 as they are not inter-governmental and therefore not subject to the disclosure requirements required in terms of the Municipal Finance Management Act.

These receipts exclude general developers’ contributions and endowments, which must be used for a general purpose.  In other words, these general contributions can be used to expand the electricity or water network. However, the municipality does not have an obligation to construct a specific item of property, plant and equipment within a specified time period. These receipts should be included as revenue in the Statement of Financial Performance (other income)

Note 5: Property, plant and equipment

The reconciliation required by GAMAP 17 is illustrated to show the movement in the carrying value of property, plant and equipment.  

Note 6: Long-term Receivables

The provisions of Section 164(1)(c) of the Municipal Finance Management Act must be considered.

Note 7: Consumer Debtors

Current debtors must be classified between: 

· Consumer debtors (as illustrated in this note); and

· Other debtors (as illustrated in Note 8).

The following should be disclosed: - 

· Ageing of debtors by major revenue source as illustrated in the specimen financial statements;

· Where consolidated billing systems prevent the ageing of debtors by major revenue sources, then a total ageing will be acceptable;

· The classification of debtors as far as possible into: 

· Consumers

· Industrial and commercial

· National and Provincial Governments (split if possible)

where there are diverse revenue sources billed.  This is not illustrated in these specimen annual financial statements.
· There is also a need to show a reconciliation of the bad debt provision so that users can ascertain the extent to which changes in the provision are due to increased contributions, the write-off of consumer debt or the reversal of the provision.

Note 8: Other Debtors

Sufficient information must be provided to enable users of financial statements to gain an understanding of the nature of non-consumer debtors.  The use of “miscellaneous” or “other” should be limited to immaterial balances included in other debtors.

Note that if there is unauthorised, irregular, fruitless or wasteful expenditure (see note 23) which is recoverable from an individual, this should be specified in other debtors only if there is virtual certainty.  If an amount is to be recovered from an individual but it is not virtually certain, a debtor is not raised.  Instead, there is a contingent asset.
Note 9: Bank, Cash and Overdraft Balances

The information required on bank accounts in accordance with Section 125(2)(a) of the Municipal Finance Management Act must be included in the annual financial statements.  This note illustrates this legal requirement.

This information must be disclosed for all bank accounts.  The primary bank account referred to in Section 8 of the Municipal Finance Management Act must be identified.

Note 11: Government Grants and Subsidies

In terms of GAMAP 9 .62(b), significant decreases expected in the level of government grants should also be set out in this note.

Note 13: Employee Related Costs 

The note must include the information set out in the budget formats.  This is essentially a reconciliation of employee related costs, together with the Municipality’s contributions to medical aids and pension fund, amongst others, in accordance with the payroll to the amount included in the Statement of Financial Performance.  This enables accurate benchmarking between municipalities.

The remuneration (salaries, allowances and benefits) of the Municipal Manager, Chief Finance Officer and every senior employee must also be set out in terms of Section 124(1)(c) of the Municipal Finance Management Act.  This note illustrates this legal requirement.

Note 14: Remuneration of Councillors

This note illustrates the information required in terms of Section 124(1)(a) of the Municipal Finance Management Act.  In certain instances, the benefits of councillors cannot be quantified in monetary terms.  However, a description of such benefits must still be provided as illustrated in this note.

Note 17: Grants and Subsidies Paid

The grants paid to other Municipalities must be separately disclosed in terms of Section 123(1)(b) of the Municipal Finance Management Act.  The information set out in this note illustrates this legal requirement and sets out other information that will support compliance with Section 67 of the Act.

Note 18: Change in Accounting Policy: Implementation of GAMAP

The purpose of this note is to show the changes in the Statement of Financial Position that arise from the implementation of GAMAP.  It reconciles balances reported in the previous financial statements prior to the balances arising from the implementation of GAMAP.

This note supports the adjustments made in the Statement of Changes in Net Assets.

Note 19. Correction of Error

It should be noted that this note will only be included if the error is material. 

Note 22: Utilisation of Long-term Liabilities Reconciliation

A reconciliation of non-current long-term liabilities must be included in the notes to the financial statements to ensure that external long-term debt has only been used for the purposes specified in Section 46(1) of the Municipal Finance Management Act.

The reconciliation must set out how much cash has been set aside for the repayment of long-term liabilities.

The total of the reconciliation, which is the sum of 

· the difference between long-term liabilities raised and used to finance acquisitions of property, plant and equipment, and

· the amount set aside for the repayment of long-term liabilities

should be supported by cash and investments or cash..

Note 23: Unauthorised, Fruitless and Wasteful Expenditure Disallowed

The reconciliations of unauthorised expenditure as well as Fruitless and Wasteful Expenditure Disallowed, together with the explanatory information, set out in this note are in terms of Section 125(2)(d) of the Municipal Finance Management Act.

Note 24: Additional Disclosures in terms of the Municipal Finance Management Act

A separate note is required to set out disclosure requirements required in terms of Sections 124 and 125 of the Municipal Finance Management Act.

These additional disclosures are: - 

· Total amount of contributions to organised local government together with the amount of outstanding contributions;

· The total amounts paid in audit fees, taxes (income tax and PAYE), levies, duties, pension and medical aid contributions and whether any amounts were outstanding at the end of the financial year.

· Information on councillors whose arrears in respect of municipal services were outstanding for greater than 90 days at any time during the financial year.

The specimen financial statements illustrate the required disclosure in the financial statements.

Note 27: In-kind Donations and Assistance

Municipalities may receive in-kind donations and assistance which, although it constitutes revenue, cannot be measured and therefore included in the Statement of Financial Performance.  The financial statements will be incomplete without at least a description of the in-kind donation and assistance.  This note requires details of in-kind donations and assistance to be described.

Common examples of in-kind donations and assistance are donor assistance, travel tours, assistance from twinning agreements and the placement of International Finance Advisors at certain municipalities by National Treasury.

Note 28: Contingent Liability

Section 125(2)(c) of the Municipal Finance Management Act requires disclosure of all contingent liabilities.

GAMAP 19 defines contingent liabilities and indicates the information to be disclosed.  Reference should be made to GAMAP 19  .98 and .106 in this regard. 

Note 29: Comparison with the Budget

This note indicates where the comparison with the budget is set out in the annual financial statements.

	PROTEA MUNICIPALITY

	NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

	
	
	
	
	2006
	
	2005

	
	
	
	
	R
	
	R

	1.
	LONG-TERM LIABILITIES
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	Annuity Loans - DBSA
	
	
	828 777
	
	933 472

	
	
	
	
	
	
	

	
	Less : Current portion transferred to current liabilities
	
	
	(106 234)
	
	(110 567)

	
	
	
	
	 
	
	 

	
	Total External Loans
	
	
	722 543
	
	822 905

	
	
	
	
	
	
	

	
	The external loan is repayable in 2014.  The interest rate is 11% per annum (2005: 11% per annum).  The loan is secured over the Municipality’s buildings.
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	2.
	CREDITORS
	
	
	
	
	

	
	
	
	
	
	
	

	
	Trade creditors
	
	
	3 939 876
	
	2 675 191

	
	Payments received in advance
	
	
	160 617
	
	106 617

	
	Staff leave 
	
	
	85 217
	
	98 319

	
	Other creditors
	
	
	1 010 754
	
	513 769

	
	
	
	
	 
	
	 

	
	Total Creditors
	
	
	5 196 464
	
	3 393 896

	
	
	
	
	
	
	

	3.
	UNSPENT CONDITIONAL GRANTS AND RECEIPTS
	
	
	
	
	

	
	
	
	
	
	
	

	
	MIG Grants
	
	
	234 860
	
	-

	
	Provincial Water Projects
	
	
	213 681
	
	565 199

	
	
	
	
	 
	
	 

	
	Total Conditional Grants and Receipts
	
	
	448 541
	
	565 199

	
	
	
	
	
	
	

	
	See Note 11 for a reconciliation of grants from other spheres of government. These amounts are invested in a ring-fenced investment until utilized.
	
	
	
	
	

	
	
	
	
	
	
	

	4.
	VAT
	
	
	
	
	

	
	
	
	
	 
	
	 

	
	VAT payable
	
	
	69 551
	
	61 659

	
	
	
	
	
	
	

	
	VAT is payable on the receipts basis.  Only once payment is received from debtors is VAT paid over to SARS.
	
	
	
	
	

	
	
	
	
	
	
	

	5.
	PROPERTY, PLANT AND EQUIPMENT
	
	
	
	
	

	
	
	
	
	
	
	

	
	The reconciliation of carrying values is set out on the following page.
	
	
	
	
	

	
	
	
	
	
	
	

	
	The Municipality has taken advantage of the transitional provisions set out in GAMAP 17.  The Municipality is in the process of itemizing all infrastructure and will recalculate accumulated depreciation once this exercise has been completed by 30 June 2007.  At present depreciation on these assets is calculated on an averaging basis whereby an average useful life has been estimated for each category of infrastructure and community assets, using global historical costs recorded in the accounting records.  Furthermore, the Municipality has not assessed whether items of property, plant and equipment are impaired.  It is expected that an assessment of impairments will be done by 30 June 2007.
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	PROTEA MUNICIPALITY

	NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

	
	
	
	
	2006
	
	2005

	
	
	
	
	R
	
	R

	5.
	PROPERTY, PLANT AND EQUIPMENT (continued)
	
	
	
	
	

	
	
	
	
	
	
	

	
	30 June 2006
	
	
	
	
	


	 
	Land and
	Infrastructure
	Other
	Total

	 
	Buildings
	 
	Assets
	 

	 
	R
	R
	R
	R

	Carrying Value
	9 443 036
	14 647 728
	6 574 734
	30 665 498

	Cost
	10 828 216
	28 626 061
	10 342 224
	49 796 501

	Correction of error
	1 100 000
	 
	 
	1 100 000

	Accumulated Depreciation
	(2 485 180)
	(13 978 333)
	(3 767 49)0
	(20 231 003)

	 
	 
	 
	 
	 

	Additions
	-
	1 844 453
	308 973
	2 153 426

	Capital Under Construction
	-
	305 419
	-
	305 419

	Depreciation
	(296 204)
	(553 522)
	(541 025)
	(1 390 751)

	 
	 
	 
	 
	 

	Disposals
	-
	-
	(126 421)
	(126 421)

	Cost
	-
	-
	(160 824)
	(160 824)

	Accumulated Depreciation
	-
	-
	(34 403)
	(287 245)

	 
	 
	 
	 
	 

	Carrying Value
	9 146 832
	16 244 078
	6 216 261
	31 607 171

	Cost
	11 928 216
	30 775 933
	10 490 373
	53 194 522

	Accumulated Depreciation
	(2 781 384)
	(14 531 855)
	(4 274 112)
	(21 587 351)


30 June 2005

	
	Land and
	Infrastructure
	Other
	Total

	
	Buildings
	 
	Assets
	 

	
	
	
	
	

	Carrying Value
	7 496 858
	14 096 687
	7 089 437
	28 682 982

	Cost
	9 671 282
	27 461 564
	10 320 212
	47 453 058

	Accumulated Depreciation
	(2 174 424)
	(13 364 877)
	(3 230 775)
	(18 770 076)

	
	 
	 
	 
	 

	Additions
	56 934
	1 056 720
	67 210
	1 180 864

	Capital Under Construction
	 
	107 777
	 
	107 777

	Correction of error
	1 100 000
	 
	 
	1 100 000

	Depreciation
	(310 756)
	(613 456)
	(559 671)
	(1 483 883)

	
	 
	 
	 
	 

	Disposals
	 
	 
	(22 242)
	(22 242)

	Cost
	 
	 
	(45 198)
	(45 198)

	Accumulated Depreciation
	 
	 
	(22 956)
	(22 956)

	
	 
	 
	 
	 

	Carrying Value
	9 443 036
	14 647 728
	6 574 734
	30 665 498

	Cost
	10 828 216
	28 626 061
	10 342 224
	49 796 501

	Correction of error
	1 100 000
	 
	 
	1 100 000

	Accumulated Depreciation
	(2 485 180)
	(13 978 333)
	(3 767 490)
	(20 231 003)


	
	Buildings to the value of R150 000 have been used to secure the long-term liability of the municipality
	
	
	
	
	

	
	
	
	
	
	
	


	PROTEA MUNICIPALITY

	NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

	
	
	
	
	2006
	
	2005

	
	
	
	
	R
	
	R

	
	
	
	
	
	
	

	6.
	LONG-TERM RECEIVABLES
	
	
	
	
	

	
	
	
	
	
	
	

	
	Car loans
	
	
	235 491
	
	255 484

	
	
	
	
	
	
	

	
	Less : Current portion transferred to current receivables
	
	
	(68 393)
	
	(74 811)

	
	
	
	
	 
	
	 

	
	Total
	
	
	167 098
	
	180 673

	
	
	
	
	
	
	

	
	CAR LOANS
	
	
	
	
	

	
	Senior staff are entitled to car loans which attract interest at 8% per annum and which are repayable over a maximum period of 6 years. These loans are repayable in the year 2009.
	
	
	
	
	

	
	
	
	
	
	
	

	7.
	CONSUMER DEBTORS
	
	
	
	
	

	
	As at 30 JUNE 2006
	
	
	
	
	

	
	
	
	
	
	
	

	
	Regional Service Levies
	
	
	2 147 456
	
	1 963 846

	
	Provision for bad debts
	
	
	(399 765)
	
	(358 055)

	
	Total
	
	
	1 747 691
	
	1 605 791

	
	
	
	
	
	
	

	
	Regional Service Levies: Ageing
	
	
	
	
	

	
	Current (0 – 30 days)
	
	
	751 610
	
	687 346

	
	31 - 60 Days
	
	
	322 118
	
	294 577

	
	61 - 90 Days
	
	
	193 271
	
	176 746

	
	91 - 120 Days
	
	
	171 796
	
	157 108

	
	121 - 365 Days
	
	
	257 695
	
	235 662

	
	+ 365 Days
	
	
	450 966
	
	412 407

	
	Total
	
	
	2 147 456
	
	1 963 846

	
	
	
	
	
	
	

	
	Reconciliation of the bad debt provision
	
	
	
	
	

	
	
	
	
	
	
	

	
	Balance at beginning of the year
	
	
	358 055
	
	886 235

	
	Contribution to the provision
	
	
	1 093 265
	
	1 190 243

	
	Write-off of bad debts
	
	
	(1 051 555)
	
	(1 718 423)

	
	Reversal of provision
	
	
	-
	
	-

	
	Balance at end of the year
	
	
	399 765
	
	358 055

	
	
	
	
	
	
	

	8.
	OTHER DEBTORS
	
	
	
	
	

	
	
	
	
	
	
	

	
	Payments made in advance
	
	
	32 475
	
	56 085

	
	Unauthorized expenditure (see Note 23.1)
	
	
	-
	
	44 671

	
	Water charges due by XYZ Local Municipality
	
	
	1 002 882
	
	917 845

	
	Amounts due by local municipalities for contributions paid
	
	
	263 733
	
	241 174

	
	
	
	
	 
	 
	 

	
	Total Other Debtors 
	
	
	1 299 090
	 
	1 259 775


	PROTEA MUNICIPALITY
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	2006
	
	2005

	
	
	
	
	R
	
	R

	
	
	
	
	
	
	

	9.
	BANK, CASH AND OVERDRAFT BALANCES
	
	
	
	
	

	
	The Municipality has the following bank accounts: - 
	
	
	
	
	

	
	
	
	
	
	
	

	
	Current Account (Primary Bank Account)
	
	
	
	
	

	
	
	
	
	
	
	

	
	SA Bank Limited - Wanderers Branch
	
	
	
	
	

	
	Account Number 07532986
	
	
	
	
	

	
	
	
	
	
	
	

	
	Cash book balance at beginning of year – overdrawn
	
	
	3 638 805
	
	88 054

	
	Cash book balance at end of year - overdrawn
	
	
	-
	
	3 638 805

	
	
	
	
	
	
	

	
	Bank statement balance at beginning of year - (overdrawn)
	
	
	1 053 280
	
	(312 854)

	
	Bank statement balance at end of year - (overdrawn)
	
	
	-
	
	(1 053 280)

	
	
	
	
	
	
	

	
	Savings Account
	
	
	
	
	

	
	
	
	
	
	
	

	
	SA Bank Limited - Wanderers Branch
	
	
	
	
	

	
	Account Number 105630987
	
	
	
	
	

	
	
	
	
	
	
	

	
	Cash book balance at beginning of year
	
	
	-
	
	-

	
	Cash book balance at end of year
	
	
	407 971
	
	-

	
	
	
	
	
	
	

	
	Bank statement balance at beginning of year
	
	
	1 297 560
	
	3 476

	
	Bank statement balance at end of year
	
	
	4 207 331
	
	1 297 560

	
	
	
	
	
	
	

	10.
	SERVICE CHARGES
	
	
	
	
	

	
	
	
	
	
	
	

	
	Water charges
	
	
	8 076 930
	
	7 013 299

	
	
	
	
	
	
	

	
	Total Service Charges
	
	
	8 076 930
	
	7 013 299

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	11.
	GOVERNMENT GRANTS AND SUBSIDIES 
	
	
	
	
	

	
	
	
	
	
	
	

	
	Equitable share
	
	
	4 087 423
	
	5 315 087

	
	Provincial health subsidies
	
	
	978 774
	
	831 636

	
	MIG Grant
	
	
	1 357 472
	
	239 011

	
	Total Government Grant and Subsidies
	
	
	6 423 669
	
	6 385 734

	
	
	
	
	
	
	

	
	11.1 Equitable Share 
	
	
	
	
	

	
	The Equitable Share is an unconditional grant and is utilised to assist the local municipalities undertake service delivery
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	2006
	
	2005

	
	
	
	
	R
	
	R

	11.
	GOVERNMENT GRANTS AND SUBSIDIES (continued)
	
	
	
	
	

	
	
	
	
	
	
	

	
	11.2 Provincial Water Projects
	
	
	
	
	

	
	Balance unspent at beginning of year
	
	
	565 199
	
	-

	
	Current year receipts - included in public health vote
	
	
	627 256
	
	1 396 835

	
	Conditions met - transferred to revenue
	
	
	(978 774)
	
	(831 636)

	
	Conditions still to be met - transferred to liabilities (see note 3)
	
	
	213 681
	
	565 199

	
	
	
	
	
	
	

	
	The Municipality funds water projects in rural areas (included in the water vote in Appendix D). The conditions of the grant have been met.  There was no delay or withholding of the subsidy.
	
	
	
	
	

	
	
	
	
	
	
	

	
	11.3 MIG Grant
	
	
	
	
	

	
	Balance unspent at beginning of year
	
	
	-
	
	-

	
	Current year receipts 
	
	
	1 592 332
	
	239 011

	
	Conditions met - transferred to revenue
	
	
	(1 357 472)
	
	(239 011)

	
	Conditions still to be met - transferred to liabilities (see note 3)
	
	
	234 860
	
	-

	
	
	
	
	
	
	

	
	This grant was used to construct infrastructure as part of the upgrading of informal settlement areas in the local municipalities (included in the contributions to local bodies in general expenses).  No funds have been withheld.
	
	
	
	
	

	
	
	
	
	
	
	

	
	11.4 Changes in levels of government grants
	
	
	
	
	

	
	
	
	
	
	
	

	
	Based on the allocations set out in the Division of Revenue Act, (Act …of 2006), no significant changes in the level of government grant funding are expected over the forthcoming 3 financial years.
	
	
	
	
	

	
	
	
	
	
	
	

	12.
	OTHER INCOME
	
	
	
	
	

	
	
	
	
	
	
	

	
	Application fees
	
	
	226 859
	
	109 008

	
	Recovery of unauthorised, irregular, fruitless and wasteful expenditure (Note 23)
	
	
	-
	
	44 671

	
	Total Other Income
	
	
	226 859
	
	153 679

	
	
	
	
	
	
	

	13.
	EMPLOYEE RELATED COSTS
	
	
	
	
	

	
	
	
	
	
	
	

	
	Employee related costs - Salaries and Wages
	
	
	6 060 060
	
	5 311 364

	
	Employee related costs - Contributions for UIF, pensions and medical aids
	
	
	2 394 524
	
	2 257 683

	
	Travel, motor car, accommodation, subsistence and other allowances
	
	
	1 268 254
	
	995 410

	
	Housing benefits and allowances
	
	
	75 201
	
	74 700

	
	Overtime payments
	
	
	996 428
	
	845 129

	
	Performance bonus
	
	
	306 120
	
	363 109

	
	Total Employee Related Costs
	
	
	11 100 587
	
	9 847 395

	
	
	
	
	
	
	

	
	There were no advances to employees.  Loans to employees are set out in note 6. 
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	2006
	
	2005

	
	
	
	
	R
	
	R

	13.
	EMPLOYEE RELATED COSTS (continued)
	
	
	
	
	

	
	
	
	
	
	
	

	
	Remuneration of the Municipal Manager
	
	
	
	
	

	
	Annual Remuneration
	
	
	605 000
	
	550 000

	
	Performance Bonuses
	
	
	82 500
	
	75 000

	
	Car Allowance
	
	
	39 600
	
	3 000

	
	Contributions to UIF, Medical and Pension Funds
	
	
	133 100
	
	121 000

	
	Total
	
	
	860 200
	
	749 000

	
	
	
	
	
	
	

	
	Remuneration of the Chief Finance Officer
	
	
	
	
	

	
	Annual Remuneration
	
	
	544 500
	
	495 000

	
	Performance Bonuses
	
	
	74 250
	
	67 500

	
	Car Allowance
	
	
	35 640
	
	32 400

	
	Contributions to UIF, Medical and Pension Funds
	
	
	119 790
	 
	108 900

	
	Total
	
	
	774 180
	 
	703 800

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	Remuneration of Individual Executive Directors
	
	
	
	
	

	
	30 June 2006
	
	
	Corporate
	
	Technical

	
	
	
	
	Services
	
	Services

	
	
	
	
	R
	
	R

	
	Annual Remuneration
	
	
	490 050
	
	490 050

	
	Performance Bonuses
	
	
	66 825
	
	66 825

	
	Car Allowance
	
	
	32 076
	
	32 076

	
	Medical and pension funds
	
	
	107 811
	
	107 811

	
	Total
	
	
	696 762
	
	696 762

	
	
	
	
	
	
	

	
	30 June 2005
	
	
	Corporate
	
	Technical

	
	
	
	
	Services
	
	Services

	
	
	
	
	R
	
	R

	
	Annual Remuneration
	
	
	445 500
	
	445 500

	
	Performance Bonuses
	
	
	60 750
	
	60 750

	
	Car Allowance
	
	
	29 160
	
	29 160

	
	Medical and pension funds
	
	
	98 010
	
	9 010

	
	Total
	
	
	633 420
	
	544 420

	
	
	
	
	
	
	

	14.
	REMUNERATION OF COUNCILLORS
	
	
	
	
	

	
	
	
	
	
	
	

	
	Executive Mayor
	
	
	497 640
	
	447 876

	
	Deputy Executive Mayor
	
	
	443 750
	
	399 375

	
	Speaker
	
	
	433 500
	
	390 150

	
	Executive Committee Members
	
	
	1 465 700
	
	1 219 130

	
	Councillors
	
	
	1 670 850
	
	1 403 765

	
	Councillors’ pension contribution
	
	
	622 021
	
	559 819

	
	Total Councillors’ Remuneration
	
	
	5 133 461
	
	4 420 115


	PROTEA MUNICIPALITY

	NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

	
	
	
	
	2006
	
	2005

	
	
	
	
	R
	
	R

	14.
	REMUNERATION OF COUNCILLORS (continued)
	
	
	
	
	

	
	
	
	
	
	
	

	
	In-kind Benefits
	
	
	
	
	

	
	
	
	
	
	
	

	
	The Executive Mayor, Deputy Executive Mayor and Speaker are full-time.  Each is provided with an office and secretarial support at the cost of the Council.
	
	
	
	
	

	
	The Executive Mayor is entitled to stay at the mayoral residence owned by Council at no cost.  The Executive Mayor has use of a Council owned vehicle for official duties.
	
	
	
	
	

	
	
	
	
	
	
	

	
	The Executive Mayor has two full-time bodyguards.
	
	
	
	
	

	
	
	
	
	
	
	

	15.
	INTEREST PAID
	
	
	
	
	

	
	
	
	
	
	
	

	
	Long-term liabilities
	
	
	10 654
	
	11 956

	
	Bank overdrafts
	
	
	263 254
	
	360 593

	
	Total Interest on External Borrowings
	
	
	273 908
	
	372 549

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	16.
	CONTRACTED SERVICES
	
	
	
	
	

	
	
	
	
	
	
	

	
	Agency fees to local municipalities
	
	
	1 866 088
	
	1 436 754

	
	
	
	
	
	
	

	
	The local municipalities in the District provide water to certain rural areas.  The water charged to consumers is revenue of the District Municipality and is accrues when billed.  An agency fee is paid to the local municipalities for undertaking this function on behalf of the Municipality.
	
	
	
	
	

	
	
	
	
	
	
	

	17.
	GRANTS AND SUBSIDIES PAID
	
	
	
	
	

	
	
	
	
	
	
	

	
	Donations to local municipalities
	
	
	3 651 887
	
	3 629 812

	
	
	
	
	3 651 887
	
	3 629 812

	
	The Municipality identifies projects which are funded through grants and subsidies in the various local municipalities within the District.  Projects are identified through the Integrated Development Plans.  The operation and control of items of property, plant and equipment funded through these grants and subsidies vests in the local municipalities.
	
	
	
	
	

	
	
	
	
	
	
	

	18.
	CHANGE IN ACCOUNTING POLICY - IMPLEMENTATION OF GAMAP
	
	
	
	
	

	
	
	
	
	
	
	

	
	The following adjustments were made to amounts previously reported in the annual financial statements of the Municipality arising from the implementation of GAMAP: - 
	
	
	
	
	

	
	18.1 Statutory Funds
	
	
	
	
	

	
	Balance previously reported: - 
	
	
	
	
	

	
	Rural Loan Fund
	
	
	
	
	1 817 370

	
	Loans redeemed and other capital receipts
	
	
	
	
	11 401 888

	
	Total
	
	
	
	
	13 219 258

	
	Implementation of GAMAP
	
	
	
	
	

	
	Transferred to Accumulated Surplus/(Deficit) (see 18.5 below)
	
	
	
	2 647 546

	
	Transferred to Government Grant Reserve
	
	
	
	
	10 571 712

	
	Total
	
	
	
	
	13 219 258

	PROTEA MUNICIPALITY
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	R
	
	R

	18.
	CHANGE IN ACCOUNTING POLICY - IMPLEMENTATION OF GAMAP (continued)
	
	
	
	
	

	
	
	
	
	
	
	

	
	18.2 Provisions and Reserves
	
	
	
	
	

	
	Balance previously reported
	
	
	
	
	

	
	Staff Bursary Reserve
	
	
	
	
	55 100

	
	Total
	
	
	
	
	55 100

	
	Implementation of GAMAP
	
	
	
	
	 

	
	Transferred to Accumulated Surplus/(Deficit) (see 18.5 below)
	
	
	
	55 100

	
	
	
	
	
	
	

	
	18.3 Property, plant and equipment
	
	
	
	
	

	
	Balance previously reported
	
	
	
	
	21 775 718

	
	Implementation of GAMAP
	
	
	
	
	

	
	Infrastructure previously not recorded credited to Accumulated Surplus/(Deficit) (see 18.5 below)
	
	
	
	
	25 677 340

	
	Total
	
	
	
	
	47 453 058

	
	
	
	
	
	
	

	
	18.4 Accumulated Depreciation
	
	
	
	
	

	
	Balance previously reported
	
	
	
	
	0

	
	Implementation of GAMAP
	
	
	
	
	

	
	Backlog depreciation: Land and buildings
	
	
	
	
	(2 174 424)

	
	Backlog depreciation: Infrastructure
	
	
	
	
	(13 364 877)

	
	Backlog depreciation: Other
	
	
	
	
	(3 230 775)

	
	Total (debited to Accumulated Surplus/(Deficit)) (see 18.5 below)
	
	
	
	(18 770 076)

	
	
	
	
	
	
	

	
	18.5 Accumulated Surplus/(Deficit)
	
	
	
	
	

	
	Implementation of GAMAP
	
	
	
	
	

	
	Transferred from statutory funds   (see 18.1 above)
	
	
	
	
	2 647 546

	
	Excessive provisions and reserves no longer permitted (see 18.2 above)
	
	
	
	
	55 100

	
	Fair value of Property, Plant and Equipment previously not recorded (see 18.3 above)
	
	
	
	
	25 677 340

	
	Backlog depreciation (see 18.4 above)
	
	
	
	
	(18 770 076)

	
	Total
	
	
	
	
	9 609 910

	
	
	
	
	
	
	

	19.
	CORRECTION OF ERROR
	
	
	
	
	

	
	
	
	
	
	
	

	
	During the year ended 30 June 2004, improvements to buildings were erroneously expensed as repairs and maintenance: -
	
	
	
	
	

	
	
	
	
	
	
	

	
	The comparative amount has been restated as follows: - 
	
	
	
	
	

	
	
	
	
	
	
	

	
	Corrections of improvements to buildings expensed as repairs and maintenance
	
	
	-
	
	1 105 000

	
	Depreciation
	
	
	-
	
	(5 000)

	
	Net effect on surplus/(deficit) for the year
	
	
	-
	
	1 100 000


	PROTEA MUNICIPALITY
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	2005

	
	
	
	
	R
	
	R

	
	
	
	
	
	
	

	20.
	CASH GENERATED BY OPERATIONS
	
	
	
	
	

	
	
	
	
	
	
	

	
	Surplus/(deficit) for the year
	
	
	3 560 564
	
	(325 931)

	
	Adjustment for:-
	
	
	
	
	

	
	Depreciation
	
	
	1 390 751 
	
	1 483 883 

	
	Gain on disposal of property, plant and equipment
	
	
	( 124 794)
	
	( 101 233)

	
	Investment income
	
	
	(3 875 462)
	
	(1 987 819)

	
	Interest paid
	
	
	273 908 
	
	372 549 

	
	Operating surplus/(deficit) before working capital changes:
	
	
	1 224 967
	
	(558 551)

	
	(Increase)/decrease in debtors
	
	
	(141 900)
	
	 117 439 

	
	(Increase)/decrease in other debtors
	
	
	(39 315)
	
	 29 747 

	
	(Decrease)/increase in conditional grants and receipts
	
	
	( 116 658)
	
	 101 342 

	
	Increase in creditors
	
	
	1 804 568 
	
	1 987 302 

	
	Increase in VAT
	
	
	7 892
	
	8 712

	
	Cash generated by operations
	
	
	2 739 554
	
	1 685 991

	
	
	
	
	
	
	

	21.
	CASH AND CASH EQUIVALENTS
	
	
	
	
	

	
	
	
	
	
	
	

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

	
	
	
	
	
	
	

	
	Bank balances and cash 
	
	
	407 971
	
	-

	
	Bank overdraft
	
	
	-
	
	(3 638 805)

	
	Total cash and cash equivalents
	
	
	407 971
	
	(3 638 805)

	
	
	
	
	
	
	

	22.
	UTILISATION OF LONG-TERM LIABILITIES RECONCILIATION
	
	
	
	
	

	
	
	
	
	
	
	

	
	Long-term liabilities (see Note 1)
	
	
	828 777
	
	933 472

	
	Used to finance property, plant and equipment – at cost
	
	
	1 000 000
	
	1 000 000

	
	 Sub- total
	
	
	(171 223)
	
	(66 528)

	
	Cash set aside for the repayment of long-term liabilities
	
	
	-
	
	-

	
	Cash required for repayment of long-term liabilities
	
	
	-
	
	-

	
	
	
	
	
	
	

	
	Long-term liabilities have been utilized in accordance with the Municipal Finance Management Act.  
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	R
	
	R

	
	
	
	
	
	
	

	23.
	UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED
	
	
	
	
	

	
	
	
	
	
	
	

	
	23.1 Unauthorised expenditure
	
	
	
	
	

	
	
	
	
	
	
	

	
	Reconciliation of unauthorised expenditure
	
	
	
	
	

	
	Opening balance
	
	
	 4 379 
	
	 18 432 

	
	Unauthorised expenditure current year
	
	
	-
	
	 229 056 

	
	Approved by Council or condoned
	
	
	-
	
	( 198 438)

	
	Transfer to receivables for recovery (note 8)
	
	
	-
	
	( 44 671)

	
	Unauthorised expenditure awaiting authorisation
	
	
	 4 379 
	
	 4 379 

	
	 
	
	
	
	
	

	 
	Incident                                   
	
	
	
	
	

	 
	Unbudgeted expenditure             
	
	
	
	
	

	
	 
	
	
	
	
	

	
	23.2 Fruitless and wasteful expenditure
	
	
	
	
	

	
	
	
	
	
	
	

	
	Reconciliation of fruitless and wasteful expenditure
	
	
	
	
	

	
	Opening balance
	
	
	-
	
	96 089

	
	Fruitless and wasteful expenditure current year
	
	
	-
	
	-

	
	Condoned or written off by Council
	
	
	-
	
	-

	
	To be recovered – contingent asset
	
	
	-
	
	(96 089)

	
	Fruitless and wasteful expenditure awaiting condonement
	
	
	-
	
	-

	
	 
	
	
	
	
	

	 
	Incident                                   
	
	
	
	
	

	 
	Breach of occupational safety rules
	
	
	
	
	

	
	 
	
	
	
	
	

	
	23.3 Irregular expenditure
	
	
	
	
	

	
	
	
	
	
	
	

	
	Reconciliation of irregular expenditure
	
	
	
	
	

	
	Opening balance
	
	
	-
	
	-

	
	Fruitless and wasteful expenditure current year
	
	
	 66 078 
	
	-

	
	Condoned or written off by Council
	
	
	( 66 078)
	
	-

	
	Transfer to receivables for recovery – not condoned
	
	
	-
	
	-

	
	Irregular expenditure awaiting condonement
	
	
	-
	
	-

	
	
	
	
	
	
	

	 
	Incident                                   
	
	
	
	
	

	 
	Theft of fuel               
	
	
	
	
	

	
	 
	
	
	
	
	

	24.
	ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT
	
	
	
	

	
	
	
	
	
	
	

	
	24.1 Contributions to organized local government 
	
	
	
	
	

	
	
	
	
	
	
	

	
	Opening balance
	
	
	 16 557 
	
	-

	
	Council subscriptions
	
	
	 239 510 
	
	 225 076 

	
	Amount paid - current year
	
	
	( 239 510)
	
	( 208 519)

	
	Amount paid - previous years
	
	
	( 16 557)
	
	-

	
	Balance unpaid (included in creditors)
	
	
	-
	
	 16 557 
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	24.
	ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT (continued)
	
	
	
	

	
	
	
	
	
	
	

	
	24.2 Audit fees
	
	
	
	
	

	
	
	
	
	
	
	

	
	Opening balance
	
	
	-
	
	 198 320 

	
	Current year audit fee
	
	
	 92 541 
	
	 88 235 

	
	Amount paid - current year
	
	
	-
	
	( 88 235)

	
	Amount paid - previous years
	
	
	-
	
	( 198 320)

	
	Balance unpaid (included in creditors)
	
	
	 92 541 
	
	-

	
	
	
	
	
	
	

	
	The balance unpaid represents the audit fee for an interim audit
	
	
	
	
	

	
	conducted during May and June 2006 and is payable by 31 July 2006
	
	
	
	
	

	
	
	
	
	
	
	

	
	24.3 VAT
	
	
	
	
	

	
	
	
	
	
	
	

	
	VAT inputs receivables and VAT outputs receivables are shown in note
4.  All VAT returns have been submitted by the due
date throughout the year.
	
	
	
	
	

	
	
	
	
	
	
	

	
	24.4 PAYE and UIF
	
	
	
	
	

	
	
	
	
	
	
	

	
	Opening balance
	
	
	118 089
	
	 88 452 

	
	Current year payroll deductions
	
	
	1 295 431
	
	1 069 154 

	
	Amount paid - current year
	
	
	(1 000 523)
	
	( 951 065)

	
	Amount paid - previous years
	
	
	(118 452)
	
	( 88 452)

	
	Balance unpaid (included in creditors)
	
	
	 294 545 
	
	 118 089 

	
	
	
	
	
	
	

	
	The balance represents PAYE and UIF deducted from the June 2006 
payroll.  These amounts were paid during July 2006.
	
	
	
	 
	

	
	
	
	
	
	
	

	
	24.5 Pension and Medical Aid Deductions
	
	
	
	
	

	
	
	
	
	
	
	

	
	Opening balance
	
	
	 43 406 
	
	 22 965 

	
	Current year payroll deductions and Council Contributions
	
	
	 495 111 
	
	 418 510 

	
	Amount paid - current year
	
	
	( 429 510)
	
	( 375 104)

	
	Amount paid - previous years
	
	
	( 43 406)
	
	( 22 965)

	
	Balance unpaid (included in creditors)
	
	
	 65 601 
	
	 43 406 

	
	
	
	
	
	
	

	
	The balance represents pension and medical aid contributions deducted
from employees in the June 2006 payroll as well as Council's 
contributions to pension and medical aid funds.  These amounts were 
paid during July 2006.
	
	
	
	
	

	
	
	
	
	
	
	

	
	24.6 Non-Compliance with Chapter 11 of the Municipal Finance Management Act
	
	
	
	
	

	
	
	
	
	
	
	

	
	The Municipality has not developed a supply chain management policy due to (reason)
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	25.
	CAPITAL COMMITMENTS
	
	
	
	
	

	
	
	
	
	
	
	

	
	Commitments in respect of capital expenditure:
	
	
	
	
	

	
	     - Approved and contracted for
	
	
	8 106 389 
	
	6 436 148

	
	Infrastructure
	
	
	3 945 609 
	
	3 461 987 

	
	Other
	
	
	1 873 240 
	
	1 118 954 

	
	
	
	
	
	
	

	
	     - Approved but not yet contracted for
	
	
	2 391 520 
	
	1 472 556

	
	Infrastructure
	
	
	1 076 543 
	
	 555 190 

	
	Other
	
	
	1 195 432 
	
	 621 945 

	
	
	
	
	 
	
	 

	
	Total
	
	
	10 497 909 
	
	7 908 704

	
	
	
	
	
	
	

	
	This expenditure will be financed from:
	
	
	
	
	

	
	
	
	
	
	
	

	
	     - Government Grants
	
	
	10 542 509 
	
	7 908 704 

	
	
	
	
	10 542 509 
	
	7 908 704

	26.
	RETIREMENT BENEFIT INFORMATION
	
	
	
	
	

	
	
	
	
	
	
	

	
	All Councillors and employees belong to 3 defined benefit retirement funds administered by the Provincial Pension Fund.  These funds are subject to a triennial actuarial valuation.  The last valuation was performed in 2003.  These valuations indicate that the funds are in a sound financial position.  The estimated liability of the funds is R200,7 million which is adequately financed by assets of R255,4 million.
	
	
	
	
	

	
	An amount of R2,3 million (2005 : R1,9 million) was contributed by Council in respect of Councillor and employees retirement funding.  These contributions have been expensed.
	
	
	
	
	

	
	
	
	
	
	
	

	27.
	IN-KIND DONATION AND ASSISTANCE
	
	
	
	
	

	
	
	
	
	
	
	

	
	The Municipality received the following in-kind donation and assistance
	
	
	
	
	

	
	
	
	
	
	
	

	
	Description
	
	
	
	
	

	
	        Development of Integrated Development Plan by donor agency
	
	
	
	
	

	
	
	
	
	
	
	

	28.
	CONTINGENT LIABILITY
	
	
	
	
	

	
	
	
	
	
	
	

	
	Claim for damages
	
	
	2 500 000
	
	-

	
	
	
	
	
	
	

	
	The Municipality is being sued by a ratepayer due to damages arising from flooding.  Council is contesting the claim based on legal advice.  A court date has not yet been set.  The contingent liability includes legal costs of R500 000.  Should Council be unsuccessful in defending the claim, there is a possibility that the claim will be settled from Council’s insurers.
	
	
	
	
	

	
	
	
	
	
	
	

	29.
	COMPARISON WITH BUDGET
	
	
	
	
	

	
	
	
	
	
	
	

	
	The comparison of the Municipality’s actual financial performance with that budgeted is set out in Annexures D(1) and D(2).
	
	
	
	
	


EXPLANATORY NOTES: APPENDIX A
This Appendix sets out more information on Property, Plant and Equipment (note 7).

It serves as the reconciliation of Property, Plant and Equipment referred to in GAMAP 17.

The latest approved budget must also be included in this Appendix as illustrated.

If IAS 36 is applied, an additional column should be included under Accumulated Depreciation called “Impairment Losses” and included in the calculation of the closing balance of accumulated depreciation at 30 June 2006.

This Appendix is part of the annual financial statements and is subject to audit.

	APPENDIX A

	PROTEA MUNICIPALITY: ANALYSIS OF PROPERTY PLANT AND EQUIPMENT AS AT 30 JUNE 2006

	
	
	
	
	
	
	
	
	
	
	

	 Category
	Opening 
	Additions
	Under-
	Disposals
	Closing
	Opening 
	Depreciation
	Disposals
	Closing
	Carrying

	 
	Balance
	 
	Construction
	 
	Balance
	Balance
	 
	 
	Balance
	Value

	Land and buildings
	11 928 216
	0
	0
	0
	11 928 216
	2 485 180
	296 204
	0
	2 781 384
	9 146 832

	Land
	1 532 896
	 
	 
	 
	1 532 896
	 
	 
	 
	0
	1 532 896

	Municipal Buildings
	10 395 320*
	 
	 
	 
	10 395 320
	2 485 180
	296 204
	 
	2 781 384
	7 613 936

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Infrastructure
	28 626 061
	1 844 453
	305 419
	0
	30 775 933
	13 978 333
	553 522
	0
	14 531 855
	16 244 078

	Water boreholes
	12 865 431
	753 108
	116 532
	 
	13 735 071
	6 804 206
	195 235
	 
	6 999 441
	6 735 630

	Water reticulation  systems
	12 885 321
	1 091 345
	188 887
	 
	14 165 553
	6 321 071
	202 845
	 
	6 523 916
	7 641 637

	Water meters
	2 875 309
	 
	 
	 
	2 875 309
	853 056
	155 442
	 
	1 008 498
	1 866 811

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Other assets
	10 342 224
	308 973
	0
	160 824
	10 490 373
	3 767 490
	541 025
	34 403
	4 274 112
	6 216 261

	Computer equipment
	2 285 430
	207 184
	 
	 
	2 492 614
	620 689
	300 185
	 
	920 874
	1 571 740

	Furniture and fittings
	4 757 420
	 
	 
	156 056
	4 601 364
	1 843 201
	88 625
	29 635
	1 902 191
	2 699 173

	Motor vehicles
	1 750 984
	101 789
	 
	 
	1 852 773
	905 174
	75 308
	 
	980 482
	872 291

	Office equipment
	1 450 184
	 
	 
	4 768
	1 445 416
	333 980
	45 209
	4 768
	374 421
	1 070 995

	Radios
	98 206
	 
	 
	 
	98 206
	64 446
	31 698
	 
	96 144
	2 062

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Total
	50 896 501
	2 153 426
	305 419
	160 824
	53 194 522
	20 231 003
	1 390 751
	34 403
	21 587 351
	31 607 171


* Includes correction of error referred to in Note 19. 
EXPLANATORY NOTES: APPENDIX B
This is a segmental analysis of Property, Plant and Equipment.  The standard GFS classifications set out in the Budget Reforms have been used.  However, the segments used can be the organisational structure of the Municipality.

The totals of Appendix C must agree to those in Appendix B.

This Appendix is part of the annual financial statements and is subject to audit.

	APPENDIX B

	PROTEA MUNICIPALITY: SEGMENTAL ANALYSIS OF PROPERTY, PLANT AND EQUIPMENT

	30 JUNE 2006


	 Department

 
	Opening 

Balance
	Additions

 
	Under-

Construction
	Disposals

 
	Closing

Balance
	Opening 

Balance
	Depreciation

 
	Disposals

 
	Closing

Balance
	Carrying

Value

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Municipal Council
	7 634 475
	323 014
	45 813
	 
	8 003 302
	3 034 650
	208 613
	 
	3 243 263
	4 760 039

	Administration
	12 724 125
	538 357
	76 355
	160 824
	13 178 013
	5 057 751
	347 688
	34 403
	5 371 036
	7 806 977

	Technical Services
	20 358 600
	861 370
	122 168
	 
	21 342 138
	8 092 401
	556 300
	 
	8 648 701
	12 693 437

	Regional Services
	10 179 301
	430 685
	61 083
	 
	10 671 069
	4 046 201
	278 150
	 
	4 324 351
	6 346 718

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Total
	50 896 501
	2 153 426
	305 419
	160 824
	53 194 522
	20 231 003
	1 390 751
	34 403
	21 587 351
	31 607 171


EXPLANATORY NOTES: APPENDIX C
This is a segmental income statement. The standard GFS classifications set out in the Budget Reforms have been used.  However, the segments used can be the organisational structure of the Municipality.

The totals of Appendix D must agree to the total included in the Statement of Financial Performance.

A reconciling item will be inter-departmental charges.  These are included in the various functions or segments but are deducted in order to reconcile to the totals shown on the face of the Statement of Financial Performance.

This Appendix is part of the annual financial statements and is subject to audit.

	APPENDIX C

	PROTEA DISTRICT MUNICIPALITY: SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED

	30 JUNE 2006

	
	
	
	
	
	
	
	
	
	
	


	2005
	
	2006

	Revenue
	Expenses
	Surplus/
	 Department
	Revenue
	Expenses
	Surplus/

	 
	 
	(Deficit)
	 
	 
	 
	(Deficit)

	 R
	 R
	 R
	 
	 R
	 R
	 R

	 
	 
	 
	 
	 
	 
	 

	3 637 110
	3 686 000
	(48 890)
	Municipal Council
	4 638 579
	4 104 494
	534 085

	6 061 851
	6 143 333
	(81 482
	Administration
	7 730 964
	6 840 824
	890 140

	9 698 961
	9 829 333
	(130 372)
	Technical Services
	12 369 543
	10 945 317
	1 424 226

	4 849 480
	4 914 667
	(65 187
	Regional Services
	6 184 772
	5 472 659
	712 113

	 
	 
	 
	 
	 
	 
	 

	24 247 402
	24 573 333
	(325 931)
	Total
	30 923 858
	27 363 294
	3 560 564


EXPLANATORY NOTES: APPENDIX D(1)

This Appendix is a summary of budget variances and an explanation of major variances and is based on the Statement of Financial Performance.

Variances, both monetary and percentage, have been calculated on actual in relation to budget.

Comments on variances should be provided where the variance percentage is greater than 10.

This Appendix is part of the annual financial statements and is subject to audit.

	APPENDIX D(1)

	PROTEA DISTRICT MUNICIPALITY: ACTUAL VERSUS BUDGET (REVENUE AND EXPENDITURE) FOR THE YEAR ENDED 30 JUNE 2006

	
	
	2006
	2006
	2006
	2006
	Explanation of Significant Variances 

	
	
	Actual (R)
	Budget (R)
	Variance (R)
	Variance (%)
	greater than 10% versus Budget

	
	
	
	
	
	
	

	Revenue
	
	
	
	
	

	Service charges
	8 076 930
	8 033 107
	43 823
	1
	(Explanations to be recorded)

	Regional Services Levies – turnover
	7 995 032
	7 104 286
	890 746
	13
	

	Regional Services Levies – remuneration
	4 193 659
	4 200 184
	-6 525
	0
	

	Rental of facilities and equipment
	7 453
	8 800
	-1 347
	-15
	

	Interest earned - external investments
	3 875 462
	3 975 000
	-99 538
	-3
	

	Government grants and subsidies
	6 423 669
	6 450 000
	-26 331
	0
	

	Other income
	226 859
	125 000
	101 859
	81
	

	Gains on disposal of property, plant and equipment
	124 794
	1 000
	123 794
	12 379
	

	Total Revenue
	30 923 858
	29 897 377
	1 026 481
	3
	

	
	
	
	
	
	

	Expenditure
	
	
	
	
	

	Municipal Council
	4 104 494
	4 206 523
	-102 029
	-2
	

	Adminsistration
	6 840 824
	6 751 078
	89 746
	1
	

	Technical Services
	10 945 318
	11 942 766
	-997 448
	-8
	

	Regional Services
	5 472 658
	5 510 777
	-38 119
	-1
	

	Total Expenditure
	27 363 294
	28 411 144
	-1 047 850
	-4
	

	
	
	
	
	
	

	Surplus
	3 560 564
	1 486 233
	2 074 331
	140
	


EXPLANATORY NOTES: APPENDIX D(2)

This Appendix is a summary of budget variances and an explanation of major variances and is based on Appendix B.

Variances, both monetary and percentage, have been calculated on actual in relation to budget.

Comments on variances should be provided where the variance percentage is greater than 5.

This Appendix is part of the annual financial statements and is subject to audit.

	APPENDIX D(2)

	PROTEA DISTRICT MUNICIPALITY: ACTUAL VERSUS BUDGET (ACQUISITION OF PROPERTY, PLANT AND EQUIPMENT) FOR THE YEAR ENDED 30 JUNE 2006

	
	2006
	2006
	2006
	2006
	2006
	2006
	Explanation of Significant Variances 

	
	Actual
	Under
	Total
	Budget
	Variance
	Variance
	greater than 5% versus Budget

	
	
	Construction
	Additions
	
	
	
	

	
	R
	R
	R
	R
	R
	%
	(Explanations to be recorded)

	Municipal Council
	323 014
	45 813
	368 827
	455000
	-86 173
	-19
	 

	Administration
	538 357
	76 355
	614 712
	755000
	-140 288
	-19
	 

	Technical Services
	861 370
	122 168
	983 538
	1100000
	-116 462
	-11
	 

	Regional Services
	430 685
	61 083
	491 768
	455500
	36 268
	8
	 

	 
	 
	 
	 
	 
	 
	 
	 

	Total
	2 153 426
	305 419
	2 458 845
	2 765 500
	-306 655
	-11
	 


APPENDIX E
DISCLOSURES OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 OF MFMA, 56 OF 2003

Grant and Subsidies Received

	Name of Grants
	Name of organ of state or municipal entity
	Quarterly Receipts
	Quarterly Expenditure
	Grants and Subsidies delayed / withheld
	Reason for delay/withholding of funds
	Did your municipality comply with the grant conditions in terms of grant framework in the latest Division of Revenue Act
	Reason for non-compliance

	
	
	March
	June
	Sept
	Dec
	March
	March
	June
	Sept
	Dec
	March
	March
	June
	Sept
	Dec
	March
	
	Yes / No
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


Note:  A municipality should provide additional information on how a grant was spent per Vote.  This excludes allocations from the Equitable Share.

� See Regulation/Notice xxx issued by the Minister of Finance setting out the implementation dates of these standards as xxxx 





2

