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	DESCRIPTION / EXPLANATION

	A

	Abattoir
	A slaughterhouse or abattoir is a facility where animals are processed for consumption as food products

	Accounting basis
	The accrual or cash basis of accounting.

	Accounting policies
	The specific principles, bases, conventions, rules and practices applied by an entity in preparing and presenting financial statements.

	Accrual basis
	A basis of accounting under which transactions, other events and conditions are recognised when they occur (and not only when cash or its equivalent is received or paid). Therefore, the transactions, other events or conditions are recorded in the accounting records and recognised in the financial statements of the periods to which they relate. The elements recognised under accrual accounting are assets, liabilities, net assets, revenue and expenses.

	Accumulated deferred income tax
	A group of balance sheet accounts representing accumulated charges or credits to book accounting income, equivalent to the income tax effects arising from timing differences between the periods in which transactions affect taxable income and the periods in which they enter into the determination of pretax accounting income.  Most commonly, they arise from normalizing the tax reductions resulting from the use of Accelerated Amortisation of Liberalised Depreciation, including the Accelerated Cost Recovery System (defined herein) for tax purposes instead of straight-line or other non-liberalised depreciation methods used for book purposes.  

	Accumulated depreciation and amortisation
	Accumulated depreciation of electric utility plant-property, plant and equipment:  This account should be credited with the following:

· Amounts charged to the Depreciation expense account, for current depreciation, expense for electric plant in service.

· Amounts charged to the Depreciation expense for asset retirement costs account, for current depreciation expense charged to the applicable asset retirement cost account to such property.

· Amounts charged to the Interest, Dividend and Other Income for Depreciation expense on property, Electric plant held for future use account.  Include also the balance of accumulated provision for Depreciation on property when transferred to Electric plant held for future use account, from other property accounts.

· Amounts charged to the account, Expenses of electric plant leased to others, for electric plant included in account, Electric plant leased to others.

· Amounts of Depreciation applicable to electric plant donated to the Utility.

	Accumulated surplus / (deficit)
	Retained earnings or accumulated deficit being the cumulative effect of differences between revenue and expenditure as per statement of financial performance.

	Acquiree
	The entity and/or the functions that the acquirer obtains control of in a transfer of functions.

	Acquirer
	The entity that obtains control of the acquiree or transferor.

	Acquisition cost
	When an entity initially recognises assets such as items of property, plant and equipment, investment properties, intangible assets and heritage assets using the Standards of GRAP, it measures those assets using either cost (if the asset is acquired in an exchange transaction) or at fair value (if the asset is acquired in a non-exchange transaction). This cost or fair value on initial acquisition of an asset is the acquisition cost.

	Acquisition date
	The date on which the acquirer obtains control of the acquiree.

	Active market
	A market in which all the following conditions exist: 

a)  the items traded in the market are homogeneous; 

b) willing buyers and sellers can normally be found at any time;  and 

c) prices are available to the public.

	Actuarial gains and losses
	Gains and losses that comprise: (a) experience adjustments (the effects of differences between the previous actuarial assumptions and what has actually occurred); and (b) the effects of changes in actuarial assumptions.

	Administrative and general expenses
	Administrative and general salaries:  This account should record the compensation (salaries, bonuses, and other consideration for services, but not including directors' fees) of officers, executives, and other employees of the Utility properly chargeable to utility operations and not chargeable directly to a particular operating function.  This account may be subdivided in accordance with a classification appropriate to the departmental or other functional organization of the Utility.

Office supplies and expenses:  This account should record office supplies and expenses incurred in connection with the general administration of the Utility's operations, which are assignable to specific administrative or general departments and are not specifically provided for in other accounts. This includes the expenses of the various administrative and general departments, the salaries and wages of which are included in the account for "Administrative and general salaries".  This account may be subdivided in accordance with a classification appropriate to the departmental or other functional organization of the Utility.

Administrative expenses transferred – Credit:  This account should be credited with administrative expenses recorded in the accounts for "Administrative and general salaries" and "Office supplies and expenses" which are transferred to construction costs or to non-utility accounts.

Outside services employed:  This account should record the fees and expenses of professional consultants and others for general services which are not applicable to a particular operating function or to other accounts. It should also record the pay and expenses of persons engaged for a special or temporary administrative or general purpose in circumstances where the person so engaged is not considered as an employee of the Utility.  This account should be so maintained as to permit ready summarization according to the nature of service and the person providing the service.

Insurance premiums:  This account should record the cost of insurance premiums.
Injuries and damages:  This account should record the cost reserve accruals to protect the Utility against injuries and damages claims of employees or others, losses of such character not covered by insurance, and expenses incurred in settlement of injuries and damages claims. It should also record the cost of labour and related supplies and expenses incurred in injuries and damages activities.  Reimbursements from insurance companies or others for expenses charged hereto on account of injuries and damages and insurance dividends or refunds should be credited to this account.

Employee pensions and benefits:  The cost of pension and benefit expense as determined under prevailing GAAP should recorded in this account.  Utilities should segregate costs for non-utility pensions and benefits expenses, and those amounts charged to construction, operations & maintenance and G&A accounts either through sub accounts or a credit to this account for that value.
Energy Regulator expenses:  This account should record all third party expenses and payments for fees assessed against the Utility for regulatory proceedings. Costs will include levies and expenses of the Energy Regulator permissible under the Electricity Regulation Act.

General advertising expenses:  This account should record the cost of labour, materials used, and expenses incurred in advertising and related activities, the cost of which by their content and purpose are not provided for elsewhere.

Miscellaneous general expenses:  This account should record the cost of labour and expenses incurred in connection with the general management of the Utility not provided for elsewhere.

Rents:  This account should record rents properly includible in utility operating expenses for the property of others used, occupied, or operated in connection with utility operations other than head office rent. This account should record rents for retail offices and field offices. Exclude only those payments associated with operating and maintaining servitude (right of way) properties.

Head office rent:  This account shall include rents properly includible in utility operating expenses for the property of others used, occupied, or operated in connection with the head office.

IT G & A expense:  This account should record the compensation (salaries, and expenses) employees of the IT department related to general and administrative activities properly chargeable to utility operations for the provision of regular utility services and not chargeable directly to a particular operating function.

Maintenance of general plant:  This account should record the cost assignable to customer accounts, sales and administrative and general functions of labour, materials used and expenses incurred in the maintenance of property, where the book cost is recorded in the account for "Structures and improvements", account for "Office furniture and equipment", account for "Computer hardware & voice and data network equipment", account for "Communication equipment", and account "Miscellaneous equipment".  Maintenance expenses on office furniture and equipment used other than in general, commercial and sales offices should be charged to the specific account under the following:

· Power Generation (Hydro, Coal, Gas, Nuclear, etc)

· Transmission

· Distribution

Energy Regulator expenses disallowed:  This account should record all costs exceeding the Energy Regulator approved amounts and all disallowed costs in regards to third party expenses and payments made for fees assessed against the Utility for formal regulatory proceedings.

	Agency Service
	The principle underlying agency services is that the Municipality performs a service on behalf of another entity.

	Agricultural activity
	The management by an entity of the biological transformation of biological assets for sale, into agricultural produce, or into additional biological assets.

	Agricultural produce
	Agricultural produce is the harvested product of the entity’s biological assets.

	Agricultural purpose
	In relation to the use of a property, excludes the use of a property for the purpose of eco-tourism or for the trading in or hunting of game.

	Air Transport
	Air Transport services provided by a municipality.

	Amortisation
	Amortisation is the systematic allocation of the depreciable amount of an intangible asset over its useful life.  The gradual write-off of an amount in an account by prorating such amount over a predetermined period, such as the life of the asset or liability to which it applies, or the period during which it is anticipated the benefit will be realised.

	Amortised cost of a financial asset or financial liability
	The amount at which the financial asset or financial liability is measured at initial recognition minus principal repayments, plus or minus the cumulative amortisation using the effective interest method of any difference between that initial amount and the maturity amount, and minus any reduction (directly or through the use of an allowance account) for impairment or uncollectibility.

	Ancillary Services
	Those services necessary to support the transmission of energy from resources to loads while maintaining reliable operation of the transmission provider’s transmission system.  Ancillary services include:

· Black Start Service:  A contracted ancillary service acquired for the benefit of all loads, provided by generating or load resources capable of starting without support of the transmission grid.

· Non-Spinning Reserve Service:  An ancillary service that provides operating reserve not connected to the system but capable of serving demand within a specific time, or interruptible load that can be removed from the system in a specified time.  Generally, the capacity needs to be able to be brought on-line within ten minutes, or the interruptible load needs to be removed within ten minutes.

· Regulation and Frequency Response Service:  An ancillary service which provides for following the moment-to-moment variations in the demand or supply in a control area and maintaining scheduled interconnection frequency.

· Replacement Reserve Service:  An ancillary service that is procured from generation resource units planned to be off-line and load acting as a resource that are available for interruption during the period of requirement.

· Spinning Reserve Service:  An ancillary service provided where unloaded (not in use) generating capacity of a system’s firm resources is available on minutes’ notice to take up load on a sustained basis.

· Voltage Support Service:  An ancillary service that is required to maintain transmission and distribution voltages on the transmission grid within acceptable limits.

	Annual budget
	Annual budget is an approved budget for one year. It does not include published forward estimates or projections for periods beyond the budget period.

	Appropriation
	An authorisation granted by Parliament, the legislatures, municipal councils or other relevant authority approving the budget to allocate funds for purposes specified by the relevant authority.

	Approved budget
	The expenditure authority derived from laws, appropriation bills, regulations and other decisions related to the anticipated revenue or receipts for the budgetary period.

	Assets
	Assets are resources controlled by an entity as a result of past events and from which future economic benefits or service potential are expected to flow to the entity.

	Assets held by a long-term employee benefit fund
	Assets (other than non-transferable financial instruments issued by the reporting entity) that:

(a) are held by an entity (a fund) that is legally separate from the reporting entity and exists solely to pay or fund employee benefits; and 

(b) are available to be used only to pay or fund employee benefits, are not available to the reporting entity's own creditors (even in liquidation), and cannot be returned to the reporting entity, unless either:

 (i) the remaining assets of the fund are sufficient to meet all the related employee benefits obligations of the plan or the reporting entity; or 

(ii) the assets are returned to the reporting entity to reimburse it for employee benefits already paid.

	Associate
	An associate is an entity, including an unincorporated entity such as a partnership, over which the investor has significant influence and that is neither a controlled entity nor an interest in a joint venture.

	B

	Bad debts written-off
	The irrecoverable debts that are written off during the financial year as approved by council allocated according to the type of service provided to the customer.

	Bank overdraft
	An overdraft occurs when money is withdrawn from a bank account and the available balance goes below zero.

	Basic municipal services
	A basic municipal service is a service that is necessary to ensure an acceptable and reasonable quality of life and, if not provided, would endanger public health or safety or the environment.

	Biological asset
	A biological asset is a living animal or plant.

	Biological transformation
	Biological transformation is the processes of growth, degeneration, production, and procreation that cause qualitative or quantitative changes in a biological asset.

	Bonds (Mortgage)
	Certificates of indebtedness representing long-term borrowing of capital funds, the terms of which contain an indenture pledging property as security for the loan and providing for the appointment of a trustee to represent the bondholders.  If the lien of the mortgage is limited to specific property owned as the time the mortgage was created and to replacements thereof, the mortgage is described as “closed.”  If the lien extends to “after acquired” property which may be used as the basis for issuance of additional bonds under the terms and provisions of the indenture, the mortgage is referred to as an “open-end” mortgage. 

	Book costs
	The amounts recorded on a company’s accounting records at any given time, usually at the most recent closing date or at year end.  These amounts may reflect accumulated provisions for depreciation, amortisation, or other purposes.

	Book gain or loss
	The difference between the original cost or book value and the proceeds from the sale of a security or asset.

	Book value
	The value of a security or asset as shown by the accounting records of the holders.  Frequently may be the acquisition cost or other figures that are different from market value

	Book value per share of common stock
	Common Stock Equity divided by the number of common shares outstanding at the date of computation.

	Borrowing  
	This account is for recording non-current borrowing.  Borrowing is money received with the implied or expressed intention of returning the same or an equivalent to the borrower with the same interest.

	Borrowing [Fund Segment]
	Long and short term debt rose in accordance with Section 46 of the MFMA, Act 56 of 2003 and to be used for capital expenditure on property, plant and equipment.

	Borrowing costs
	Borrowing costs are Interest and other costs that an entity incurs in connection with the borrowing of funds.

	Budget and Treasury Office
	The Budget office is responsible for the annual compilation of the short and medium term budget with inputs from functional departments, monthly monitoring of actual performance against estimates and corrective action if required.  

The Treasury Office is charged with the responsibility to ensure the funds are available for spending in terms of the Council approved budget.  In addition this function also includes the responsibilities of the Chief Financial Officer, Revenue and Expenditure management, etc.

	Budgetary basis
	The accrual, cash or other basis of accounting adopted in the budget approved by the legislative body.

	Bulk processes
	Business processes are the set of activities taking place from the initiation of a process to the completion thereof.  Typical in the context of financial reporting a source document from an activity within a business process initiates the activity to flow through a defined business process ultimately resulting in the transaction to be captured within a financial model in the system and updating the general ledger.  The SCOA Classification Framework provides a classification structure within the general ledger to “record” transaction information within “fields” within the database functioning in the background of the financial application.

	Bulk purchases
	Bulk purchases of water (from Water Boards) and electricity from Eskom.

	By-election
	A by-election is an election that is held between the regular elections called in terms of section 24.

	By-law
	A by-law is legislation passed by the council of a municipality binding in the municipality on the persons to whom it applies.

	By-laws to give effect to rates policy
	1)  A municipality must adopt by-laws to give effect to the implementation of its rates policy.  

2)  By-laws in terms of subsection (1) may differentiate between 

(a) different categories of properties and

(b) different categories of owners of properties liable for the payment of rates.

	C

	Call deposits and investments
	Investing money with an enterprise with the expectation of earning a return on the investment in the form of interest for a short term usually less than 12 months.  

	Capacity
	In relation to a municipality, includes the administrative and financial management capacity and infrastructure that enables a municipality to collect revenue and to govern on its own initiative the local government affairs of its community.

	Capital projects
	1)  A municipality may spend money on a capital project only if 

(a) the money for the project, excluding the cost of feasibility studies conducted by or on behalf of the municipality, has been appropriated in the capital budget referred to in section 17(2); 

(b) the project, including the total cost, has been approved by the council; 

(c) section 33 has been complied with, to the extent that that section may be applicable to the project; and 

(d) the sources of funding have been considered, are available and have not been committed for other purposes.  

2) Before approving a capital project in terms of subsection (1)(b), the council of a municipality must consider

 (a) the projected cost covering all financial years until the project is operational; and

 (b) the future operational costs and revenue on the project, including municipal tax and tariff implications. 

3) A municipal council may in terms of subsection (1)(b) approve capital projects below a prescribed value either individually or as part of a consolidated capital programme.

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

	Carrying amount (of a heritage asset)
	The amount at which an asset is recognised after deducting accumulated impairment losses.

	Carrying amount (of an intangible asset)
	The amount at which an asset is recognised after deducting any accumulated amortisation and accumulated impairment losses thereon.

	Carrying amount (of investment property)
	The amount at which an asset is recognised in the statement of financial position.

	Carrying amount of a liability
	The amount at which a liability is recognised in the statement of financial position.

	Carrying amount (of property, plant and equipment)
	The amount at which an asset is recognised after deducting any accumulated depreciation and accumulated impairment losses.

	Cash
	Cash on hand and demand deposits.

	Cash and cash equivalents
	Cash comprises cash on hand and demand deposits.  Cash equivalents are short-term highly liquid investments that are readily convertible into known amounts of cash and which are subject to an insignificant risk of change in value.

	Cash at bank
	This group of accounts include current accounts and savings accounts held at commercial banks (primary and secondary) bank accounts and savings accounts. {Primary Bank account as determined ito section 8 of the MFMA}  

	Cash backed reserves
	Use of funds set-aside in a dedicated bank account for the replacement of assets, maintenance of assets, replace asset from the self-insurance reserve or funding claims from the COID-reserve, etc.  These “cash-backed funds” need to be included as the “posting-level items”.

	Cash basis
	A basis of accounting that recognises transactions and other events only when cash is received or paid.

	Cash equivalents
	Short-term, highly liquid investments that are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in value.

	Cash flows
	Inflows and outflows of cash and cash equivalents.

	Cash generating assets
	Assets held with the primary objective of generating a commercial return.

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

	Cash on hand
	Cash held for petty cash, cashier surplus, undeposited money, etc.

	Category
	In relation to municipalities, means a cat. A, B or C municipality envisaged in section 155(1) or the Constitution.

	Change in accounting estimate
	An adjustment of the carrying amount of an asset or a liability, or the amount of the periodic consumption of an asset, that results from the assessment of the present status of, and expected future benefits and obligations associated with, assets and liabilities. Changes in accounting estimates result from new information or new developments and, accordingly, are not corrections of errors.

	Circuit breaker
	A protective device located on an electric circuit to interrupt the flow of current at that particular point.  If a transmission or distribution line or transformer experiences an electrical fault or short circuit, it can be disconnected from the rest of the system by means of a circuit breaker.  The interrupting medium can be either air, oil or gas.

	Citizen
	A citizen of the Republic as envisaged in Section 3 of the Constitution.

	Class of heritage assets
	A grouping of heritage assets of a similar nature or function in an entity’s operations that is shown as a single item for the purpose of disclosure in the financial statements.

	Class of property, plant and equipment
	A grouping of assets of a similar nature or function in an entity’s operations, that is shown as a single item for the purpose of disclosure in the financial statements.

	Class of service
	A group of customers with similar characteristics which is identified for the purpose of setting a rate for electric service, and include:  

· Commercial(small light and power):  An energy-consuming sector that consists of service-providing facilities and equipment of non-manufacturing businesses, such as restaurants, retail stores, hotels and other private organisations, such as religious, social or fraternal groups.  The commercial sector includes institutional living quarters.  Common uses of energy associated with this sector include space heating, water heating, air conditioning, lighting, refrigeration, cooking and running a wide variety of other equipment.  Commercial customers may be classified as a function of energy demand or annual usage, which meets some specified limit set by the energy provider.

· Industrial(large light and power):  An energy-consuming sector that consists of all manufacturing facilities and equipment used for producing, processing or assembling goods.  The industrial sector encompasses the following types of activity:  manufacturing, agriculture, forestry and fisheries, mining and construction.  Overall energy use in this sector is largely for process heat and cooling and powering machinery, with lesser amounts used for facility heating, air conditioning and lighting.  Fossil fuels are also used as raw material inputs to manufactured products.  This sector may include energy deliveries to large commercial customers, and may exclude deliveries to small industrial customers, which may be included in the commercial sector.  It also may classify by using the North American Industry Classification System (NAIC) or on the basis of energy demand or annual usage exceeding some specified limit set by the energy provider.

· Other:  The other category is defined as representing electricity customers not elsewhere classified.  This category included public street and highway lighting service, service to public authorities, railroad and railway service and interdepartmental services.

· Interdepartmental includes amounts charged by the electric department at tariff or other specified rates for electricity supplied by it to other utility departments.

· Public Authorities includes electricity supplied and services rendered to municipalities or divisions or agencies of State of Federal Governments, under special contracts or agreements or service classifications applicable only to public authorities.

· Public Street and Highway Lighting includes electricity supplied and services rendered for the purpose of lighting streets, highways, parks and for other public places or for traffic or other signal system services, for municipalities or for other divisions or agencies of State of Federal governments.

· Railroad and Railway includes electricity supplied and services rendered to railroads and interurban and street railways, for general railroad use including the propulsion of cars or locomotives, where such electricity is supplied under separate and distinct rate schedules.

· Residential:  An energy-consuming sector that consists of living quarters for private households.  Common uses of energy associated with this sector included space heating, water heating, air conditioning, lighting, refrigeration, cooking and running a variety of other appliances.  The residential sector excludes institutional living quarters.  This sector may exclude deliveries or sales to apartment buildings or homes on military bases (these buildings or homes may be included in the commercial sector).

· Sales for Resale:  Resale or wholesale sales are electricity sold (except under exchange agreements) to other electric utilities or to public authorities for resale distribution. (This includes sales to requirements and non-requirements customers).

	Clearing accounts
	Accounts used for the accumulation of expenses which cannot be equitably distributed at the time of the charge.  These accounts are cleared by distribution to other accounts on the basis of past experience, benefits received or on some other reasonable basis.

	Close members of the family of a person
	Those family members who may be expected to influence, or be influenced by that person in their dealings with the entity. As a minimum, a person is considered to be a close member of the family of another person if they: 

(a) are married or live together in a relationship similar to a marriage; or 

(b) are separated by no more than two degrees of natural or legal consanguinity or affinity.

	Closing rate
	The closing rate is the spot exchange rate at the reporting date.

	Code of conduct
	In relation to 

(a) a councillor means the Code of Conduct set out in Schedule 1; and 

(b) a staff member of the municipality means the Code of Conduct set out for Schedule 2.

	Cogeneration (Cogen)
	Combined Heat and Power (CHP) – The simultaneous production of electric energy and useful thermal energy for industrial, commercial, heating or cooling purposes.  The Energy Information Administration (EIA) has adopted this term in place of “cogeneration”.

	Combined entity
	A new reporting entity formed from the combination of two or more entities.

	Combining entities
	The entities that are combined for the mutual sharing of risks and benefits in a merger.

	Commencement of the lease term
	The date from which the lessee is entitled to exercise its rights to use the leased asset. It is the date of initial recognition of the lease (i.e. the recognition of the assets, liabilities, revenue and expenses resulting from the lease, as appropriate).

	Commercial services [Fund Segment]
	This separation is made to identify these services as they either need to meet breakeven point, or make a profit without cross-subsidising from “Trading Services” such as Fresh Produce Markets, Abattoirs, Urban Transport, Botanical Gardens, etc.  By including this category in this segment allows for the classification of reporting information on the financial performance and position per “commercial service”.  These various services that the municipality engages in need to be added as posting-level detail.

	Community service
	Community service is a service or activity that is performed by the municipality for the benefit of the public or its institutions.  

	Comparable basis
	The actual amounts presented on the same accounting basis, same classification basis, for the same entities and for the same period as the approved budget.

	Component of an entity
	The operations and cash flows that can be clearly distinguished, operationally and for financial reporting purposes, from the rest of the entity.

	Composite social security programmes
	Programmes established by legislation; and 

(a) operate as multiple-employer plans to provide post-employment benefits; as well as to 

(b) provide benefits that are not consideration in exchange for service rendered by employees.

	Concessionary loan
	A concessionary loan is a loan granted to or received by an entity on terms that are not market related.

	Conditions (on transferred assets)
	Stipulations that specify that the future economic benefits or service potential embodied in the asset is required to be consumed by the recipient as specified or future economic benefits or service potential must be returned to the transferor

	Conductor
	A substance or body that allows an electric current to pass continuously along it.

	Conduit
	A duct designed to contain underground cables, conductors and wires.

	Consolidated financial statements
	The financial statements of an economic entity presented as those of a single entity.

	Construction contract
	A contract, or a similar binding arrangement, specifically negotiated for the construction of an asset or a combination of assets that are closely interrelated or interdependent in terms of their design, technology and function or their ultimate purpose or use.

	Construction contracts and receivables
	Amounts due from clients resulting from construction contracts undertaken by the municipality.  A Construction contract is a contract or a similar binding arrangement, specifically negotiated for the construction of an asset or a combination of assets that are closely interrelated or interdependent in terms of their design, technology and function or their ultimate purpose or use.  Construction contracts include contracts for the rendering of services which are directly related to the construction of the asset, for example, those for the services of project managers and architects and contracts for the destruction or restoration of assets, and the restoration of the environment following the demolition of assets.

	Constructive obligation
	An obligation that derives from a municipality's action where:  

(a) by an established pattern of past practice, published policies or a sufficiently specific current statement, the municipality has indicated to other parties that it will accept certain responsibilities; and 

(b) as a result, the municipality has created a valid expectation on the part of those other parties that it will discharge those responsibilities.

	Consumer deposits
	Deposits paid by consumers for water, electricity, rental deposits and deposits required for other services provided by the municipality.  This account should record all amounts deposited with the municipality by customers as security for the payment of bills.

	Contingent asset
	A possible asset that arises from past events, and whose existence will be confirmed only by the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the entity.

	Contingent consideration
	Usually, an obligation of the acquirer to transfer additional assets or a residual interest to the former owners of an acquiree as part of the exchange for control of the acquiree if specified future events occur or conditions are met. However, contingent consideration also may give the acquirer the right to the return of previously transferred consideration if specified conditions are met.

	Contingent  liability
	(a) a possible obligation that arises from past events and whose existence will be confirmed only by the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the entity; or 

(b) a present obligation that arises from past events but is not recognised because;  

(i) it is not probable that an outflow of resources embodying economic benefits or service potential will be required to settle the obligation; or 

(ii) the amount of the obligation cannot be measured with sufficient reliability.

	Contingent rent
	That portion of the lease payments that is not fixed in amount but is based on the future amount of a factor that changes other than with the passage of time (e.g. percentage of future sales, amount of future use, future price indices, future market rates of interest).

	Contracted services
	Services rendered by a contractor.

	Contractor
	An entity that performs construction work pursuant to a construction contract.

	Contributions from owners
	Future economic benefits or service potential that has been contributed to the entity by parties external to the entity, other than those that result in liabilities of the entity, that establish a financial interest in the net assets of the entity, which: 

(a) conveys entitlement both to distributions of future economic benefits or service potential by the entity during its life, such distributions being at the discretion of the owners or their representatives, and to distributions of any excess of assets over liabilities in the event of the entity being wound up; and/or 

(b) can be sold, exchanged, transferred or redeemed.

	Control
	The power to govern the financial and operating policies of another entity so as to benefit from its activities.

	Control of an asset
	Control of an asset arises when the entity can use or otherwise benefit from the asset in pursuit of its objectives and can exclude or otherwise regulate the access of others to that benefit.

	Controlled entity
	An entity, including an unincorporated entity such as a partnership that is controlled by another entity (known as the controlling entity).

	Controlling entity
	An entity that has one or more controlled entities.

	Core functions
	Section 145(1) functions as per the Constitution.  Core functions as provided for in the Constitution Schedule 4 and 5 Part B being aged care, home assistance, transport facilities, cemeteries and crematoriums, child care facilities, community halls and facilities, libraries and archives, museums and art galleries, animal care, literacy programmes, theatres, zoo’s, etc.

	Corporate services
	Corporate services are activities that combine or consolidate certain municipal-wide needed support services, provided based on specialised knowledge, best practices, and technology to serve internal customers and business partners.

	Cost
	The amount of cash or cash equivalents paid or the fair value of the other consideration given to acquire an asset at the time of its acquisition or construction.

	Cost (of a heritage asset and an intangible asset)
	The amount of cash or cash equivalents paid or the fair value of the other consideration given to acquire an asset at the time of its acquisition or construction, or, where applicable, the amount attributed to that asset when initially recognised in accordance with the specific requirements of other Standards of GRAP.

	Cost allocation
	This Is the process of correctly assigning a single cost to more than one business unit, activity, process, product or service in a manner that prevents cross subsidisation.  It is a formula or ratio for sharing the cost of an activity among those which cause the cost to be incurred.

	Cost elements
	This level provides for a distinction in cost-elements a distinction between “employee related cost, material and supplies and contracted services”.

	Cost method
	A method of accounting for an investment whereby the investment is recognised at cost. The investor recognises revenue from the investment only to the extent that the investor is entitled to receive distributions from accumulated surpluses of the investee arising after the date of acquisition. Entitlements due or received in excess of such surpluses are regarded as a recovery of investment and are recognised as a reduction of the cost of the investment.

	Cost of free basic services
	This account provides for the recording of the actual cost incurred for providing free basic services as classified under "Revenue Foregone".

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

	Cost of removal
	The cost of demolishing, dismantling, tearing down or otherwise removing an electric plant, including the cost of transportation and handling incidental thereto.

	Cost of service
	The total costs incurred by a company in providing utility services.  Usually refers to annual costs unless otherwise specified.  This amount, which consists of estimated operating expenses, depreciation, taxes, a return on the rate base (investment), and possibly other costs, is used to design and establish regulated “cost – based” rates.

	Cost of service regulation
	Traditional electric utility regulation under which a utility is allowed to charge rates based on the cost of providing service to customers, and which allow for an approved level of profit.

	Cost plus or cost based contract
	A construction contract in which the contractor is reimbursed for allowable or otherwise defined costs and, in the case of a commercially-based contract, an additional percentage of these costs or a fixed fee, if any.

	Costs to sell
	The incremental costs directly attributable to the disposal of an asset (or disposal group), excluding finance costs and income tax expense.

	Council 
	A council is the legislative body that governs a municipality.

	Councillor
	A member of the municipal council.

	Credit risk
	The risk that one party to a financial instrument will cause a financial loss for the other party by failing to discharge an obligation.

	Cross subsidisation
	When a firm, producing more than one product uses the revenues from the sale of one product to cover the costs of producing another product or, the process of assigning costs between divisions/services/products in a manner that does not objectively reflect the manner in which the costs are incurred.

	Currency risk
	The risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in foreign exchange rates.

	Current assets
	Current assets refers to assets which would recover in no more than 12 months after the reporting date or if the normal operating cycle is more than 12 months the longer period.

	Current and accrued liabilities
	Accounts payable & accrued liabilities:  This account should record all amounts payable by the Utility within one year, which are not provided for in other accounts. Examples that are to be included in this account are: Amounts invoiced for goods and services that have been invoiced but are unpaid at the end of the accounting period; Accruals for wages and salaries including source deductions and employee benefits that are unpaid at the end of the accounting period; Amounts for goods and services that have been received by the Utility but invoices have not been received at the end of the accounting period.

Accounts payable to associated companies:  These accounts should record amounts owing to associated companies on notes, drafts, acceptances, or other similar evidences of indebtedness, and open accounts payable on demand or not more than one year from date of issue or creation.

Customer deposits:  This account should record all amounts deposited with the Utility by customers as security for the payment of bills.

Current income taxes payable:  This account should be credited with the amount of taxes accrued during the accounting period, corresponding debits being made to the appropriate accounts for tax charges. Such credits may be based upon estimates, but from time to time during the year as the facts become known, the amount of the periodic credits should be adjusted so as to include as nearly as can be determined in each year the taxes applicable thereto. Any amount representing a prepayment of taxes applicable to the period subsequent to the date of the balance sheet, should be shown under the account for "Prepayments".  If accruals for taxes are found to be insufficient or excessive, correction therefore should be made through current tax accruals.  Accruals for taxes should be based upon the net amounts payable after credit for any discounts, and shall not include any amounts for interest on tax deficiencies or refunds. Interest received on refunds should be credited to account for "Interest, dividend and other income", while interest paid on deficiencies shall be charged to the account for "Short-term interest and other interest expense".  The records supporting the entries to this account should be kept so as to show for each class of taxes, the amount accrued, the basis for the accrual, the accounts to which charged, and the amount of tax paid.  This account should be debited with the amount of installments paid during the accounting period.

VAT:  This account should record input and output tax transactions during the accounting period, corresponding with the debits credits being made to the appropriate accounts for input, output VAT and VAT refunds/offsets.

Matured long-term and short-term debt:  This account should record the amount of long-term debt (including any obligation for premiums) matured and unpaid, without specific agreement for extension of the time of payment and bonds called for redemption but not presented and the amount of long-term debt classified as short term.  This account should include the face value of all notes, drafts, acceptances, or other similar evidences of indebtedness, payable on demand or within a time not exceeding one year from date of issue, to other than associated companies.

Miscellaneous current and accrued liabilities:  This account should record the amount of all other current and accrued liabilities not provided for elsewhere appropriately designated and supported so as to show the nature of each liability.

Obligations under capital leases— current:  This account should record the portion, due within one year, of the obligations recorded for the amounts applicable to leased property recorded as assets in the account for "Property under capital leases" or the account for "Non-utility property".

	Current assets and accrued assets
	Cash:  This account should record; the amount of current cash funds and cash equivalents, special deposits with fiscal agents or others for the payment of interest (sinking funds), special deposits for the payment of dividends, deposits for special purposes other than the payment of interest and dividends, book cost of investments, such as demand and time loans, bankers' acceptances, government investment certificates, marketable securities, and other similar investments, acquired for the purpose of temporarily investing cash.

Accounts receivable:  This account should record all receivables other than those amounts due from Associated Companies carried at costs.

Accounts receivable impairments:  This account should be credited with amounts provided for losses on accounts receivable which may become uncollectible, and also with collections on accounts previously charged hereto. Concurrent charges should be made to, Uncollectible accounts, for amounts applicable to utility operations, and to corresponding accounts for other operations. Records shall be maintained so as to show the write-offs of account receivable for each utility department.

Accounts receivable from associated companies:  This account should record receivables due, notes and drafts upon which associated companies are liable, and which mature and are expected to be paid in full not later than one year from the date of issue, together with any interest thereon. Items which do not bear a specified due date but which have been carried for more than twelve months and items which are not paid within twelve months from due date should be transferred to the account for, "Investment in associated companies".

	Current liabilities
	Current liabilities comprise of all money owed by an entity which is due within one year after the reporting date.

	Current portion of finance Lease Liabilities
	This account should record the portion, due within one year, of the obligations recorded for the amounts applicable to leased property recorded as assets in the account for property, plant and equipment leased.

	Current portion of non-current borrowings
	This group of accounts provide for the portion of non-current liabilities to be redeemed within 12 months from the reporting date.

	Current portion of non-current receivables
	This account is used for the recording of the current portion of long term receivables being the amounts due within the next 12 months.

	Current receivables from non-exchange transactions
	This account is used for recording amounts receivable due from non-exchange transactions, such as insurance claims, rates and other taxes, subsidies, road reinstatements, repayments resulting from unauthorised expenditure.  

	Current replacement cost
	The cost the entity would incur to acquire the asset on the reporting date.

	Current service costs
	The increase in the present value of the defined benefit obligation resulting from employee service in the current period.

	Customer account expenses
	Supervision:  This account should record the cost of labour and expenses incurred in the general direction and supervision of customer accounting and collecting activities. Direct supervision of a specific activity should be charged to the account for "Meter reading expenses" or the account for "Customer records and collection expenses", as appropriate. This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Other expenses

Meter reading expenses:  This account should record the cost of labour, materials used and expenses incurred in reading customer meters, and determining consumption. These costs should include salaries and wages, stationery, postage, transportation, delivery expenses and the charges for contract work performed by other parties engaged in these functions.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Customer records and collection expenses:   This account should record all costs related to work on customer applications, contracts, orders, credit investigations, billing and accounting, collections and complaints. These costs should include salaries and wages, stationery, postage, delivery expense and the charges for contract work performed by other parties engaged in these functions.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Uncollectible accounts:  This account should be charged with amounts sufficient to provide for losses from uncollectible utility revenues. Concurrent credits shall be made to the account for "Accounts receivable impairments"—credit. Losses from uncollectible accounts shall be charged to the account for "Accounts receivable impairments ".

Miscellaneous customer accounts expenses:  This account should record the cost of labour, materials used and expenses incurred not provided for in other accounts.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

IT customer service:  This account should record the cost of labour, materials used and expenses incurred the operation and maintenance of owned or leased Information Technology (IT) systems which is assignable to customer service operations covered under accounts 901 - 905 and not provided for in other accounts.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

	Customer service and information expenses
	Supervision:  This account should record the cost of labour and expenses incurred in the general direction and supervision of customer service activities, the object of which is to encourage safe, efficient and economical use of the Utility's service. Direct supervision of a specific activity within customer service and informational expense classification should be charged to the account wherein the costs of such activity are included.

Customer assistance expenses:  This account should the cost of labour, materials used and expenses incurred in field based activities which include promoting and encouraging safe, efficient and economical use of the Utility's service; these activities are not provided for in other accounts.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Informational and instructional advertising expenses:  This account shall include the cost of labour, materials used and expenses incurred in activities conducted by the corporate communications groups which primarily convey information to the public promoting and encouraging safe, efficient and economical use of the Utility's service.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Miscellaneous customer service and informational expenses:  This account should record the cost of labour, materials used and expenses incurred in connection with customer service and informational activities which are not included in other customer information expense accounts.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

	D

	Deemed cost
	A deemed cost is a  surrogate value for the cost or fair value of an asset at its initial acquisition, and is determined by reference to the fair value of the asset at the date of adopting the Standards of GRAP (measurement date).

	Deferred credits
	Accounts carried on the liability side of the balance sheet for recording items being amortised as credits to income over a period of time (such as Unamortised Premium on Debt and Accumulated Deferred Investment Tax Credits) and items held in suspense pending final transfer or disposition (such as Customer Advances for Construction, Other Deferred Credits, etc.).

Customer advances for construction:  This account should record advances by customers for construction which are to be refunded either wholly or in part. When a customer is refunded the entire amount to which he is entitled, according to the agreement or rule under which the advance was made, the balance, if any, remaining in this account should be credited to the account for "Gross value of contributions".

Other deferred credits:  This account should record advance billings and receipts and other deferred credit items, not provided for elsewhere, including amounts which cannot be entirely cleared or disposed of until additional information has been received.

Regulatory Liabilities:  This account should record the amounts of regulatory liabilities, not included in other accounts, imposed on the Utility by the ratemaking actions of the Energy Regulator.  The amounts included in this account are to be established by those credits which would have been included in net income determinations in the current period under the general requirements of the regulatory accounts but such items will be included in a different period(s) for purposes of developing the rates that the Utility is authorized to charge for its utility services; or where refunds to customers, not provided for in other accounts, will be required.  The amounts recorded in this account generally are to be credited to the same account that would have been credited if included in income when earned except:  If it is later determined and approved by the Energy Regulator that the amounts recorded in this account will not be returned to customers through rates or refunds, such amounts should be credited to the account for "Unusual/infrequent income", as appropriate, in the year such determination is made.

	Deferred debits
	Accounts carried on the asset side of the balance sheet for recording items being amortised as charges against income over a period of time (such as Unamortised Debt Expense and Extraordinary Property Losses) and items held in suspense pending final transfer or disposition (such as Extraordinary Property Losses, Clearing Accounts, etc.).

Unamortized debt expense:  This account should record expenses related to the issuance or assumption of debt securities. Amounts recorded in this account should be amortized over the life of each respective issue under a plan which will distribute the amount equitably over the life of the security. The amortization should be on a monthly basis, and the amounts thereof shall be charged to the account for "Short term interest and other interest expense", or the account for "Interest on long-term debt" as appropriate.

Unamortized preference share expense:  This account should record expenses related to the issuance of preference shares. Amounts recorded in this account should be amortized over the life of each respective issue under a plan which will distribute the amount equitably over the life of the security. The Amortization should be on a monthly basis, and the amounts thereof should be charged to the account for "Short term interest and other interest expense", or the account for "Interest on long-term debt" as appropriate.

Regulatory assets:  This account shall include the amounts of regulatory-created assets, not included in other accounts, resulting from the ratemaking actions of the Energy Regulator.  The amounts recorded in this account are to be established by those charges which would have been included in net income, determinations in the current period under the general accounting norms are being deferred and to be included in a different period(s) for purposes of developing rates that the Utility is authorized to charge for its utility services. The amounts recorded in this account are generally to be charged, concurrently with the recovery of the amounts in rates, to the same account that would have been charged if included in income when incurred.  If rate recovery of all or part of an amount included in this account is disallowed, the disallowed amount should be charged to the account for "Other deductions", or account "Unusual/infrequent deductions", in the year of the disallowance.

Emissions Accumulated Provisions Inventory:  This account should record the cost of allowances owned by the utility and established in accordance with the Republic of South Africa Environment Act of the day.

Conservation and Demand Side Management Expenditures and Recoveries:  This account should record amounts to track the costs incurred for conservation and demand side management activities and expenditures, and the revenue proxy amount equivalent to the utility's amount approved by the Energy Regulator.  The amounts tracked in this account originating from activities, expenditures and revenue accounts should be reversed to these accounts of original entry. The offsetting entry should be recorded in the account for "Conservation and Demand Side Management Contra Account".  This account should be further sub-divided to be consistent with the Energy Regulator's approved DSM program initiatives for the utility.

Conservation and Demand Side Management Contra Account:  This account should be used to record the offsetting entry for amounts recorded in the account "Conservation and Demand Side Management Expenditures and Recoveries", for the reversal of entries to the accounts of original entries.

Miscellaneous deferred debits:  This account should record all debits not elsewhere provided for, such as miscellaneous work in progress, and unusual or unusual/infrequent expenses, not included in other accounts, which are in process of amortization and items the proper final disposition of which is uncertain.

Accumulated future income taxes:  This deferred debit account is provided to record future income taxes. An equal amount is charged to the account for "Provision for future income taxes, utility operating income.

	Deferred income
	Deferred income is money received for goods and services which have not as yet been delivered.  According to revenue recognition principle, it is recorded as a liability until delivery is made, at which time it is converted into revenue.

	Deferred tax assets
	An asset that may be used to reduce any subsequent period's income tax expense.

	Deferred tax liabilities
	A liability recorded on the statement of financial position that may be used to reduce and subsequent period's income tax expense.  

	Defined benefit obligations
	This account should record the unamortised portion of past service costs related to future benefits and pensions which will be expensed in future periods.

	Defined benefit plans
	Post-employment benefit plans other than defined contribution plans.

	Defined contribution plans
	Post-employment benefit plans under which an entity pays fixed contributions into a separate entity (a fund) and will have no legal or constructive obligation to pay further contributions if the fund does not hold sufficient assets to pay all employee benefits relating to employee service in the current and prior periods.

	Delegating authority
	(a) In relation to a delegation of a power or duty by a municipal council, means the municipal council or 

(b) In relation to a sub delegation of a power or duty by another political structure, or by a political office bearer, councillor or staff member of a municipality, means that political structure, political office bearer, councillor or staff member

	Delegation
	In relation to a duty, includes an instruction to perform the duty, and delegate has the corresponding meaning

	Delegation
	In relation to a duty, includes an instruction to perform the duty.

	Demand or load
	The rate at which electricity is being used at any one given time (or averaged over any designated interval of time).  Demand differs from energy use, which reflects the total amount of electricity consumed over a period of time.  Demand is often measured in Kilowatts (kW=1K=1 000 watts), while energy use is usually measure in Kilowatthours (kWh=Kilowatts x hours of use = Kilowatthours).  The term “load” is considered synonymous with “demand.”  (“Load” may also be defined as an end-use energy-consuming piece of equipment or customer that receives power from the electric system.  Using this definition of “load” “demand” is the measure of power that a “load” receives or requires.

	Demarcation act
	The Local Government:  Municipal Demarcation Act 1998 (Act No. 27 of 1998).

	Demarcation board
	The Municipal Demarcation Board established by section 2 of the Demarcation Act.

	Departmental agencies and accounts (National and Provincial)
	Departmental agencies and accounts (including national public entities listed in the PFMA, such as social security funds, unemployment insurance funds and other funds and accounts)

	Depreciable amount
	The cost of an asset, or other amount substituted for cost, less its residual value.

	Depreciation
	The systematic allocation of the depreciable amount of an asset over its useful life.

	Depreciation and Amortisation
	Depreciation is the systematic allocation of the cost of an asset from the Statement of Financial Position to Depreciation Expense on the Statement of Financial Performance over the useful life of the asset.  

Amortisation is the systematic allocation of the discount, premium or issue cost of a financial instrument over the life of the instrument, or an intangible asset over a certain period.

	Derecognition
	The removal of a previously recognised financial asset or financial liability from an entity’s statement of financial position.

	Derivative
	A financial instrument or other contract within the scope of the Standard of GRAP on Financial Instruments (see paragraphs .02 to .12 of the Standard of GRAP on Financial Instruments) with all three of the following characteristics: 

(a) Its value changes in response to the change in a specified interest rate, financial instrument price, commodity price, foreign exchange rate, index of prices or rates, credit rating or credit index, or other variable, provided in the case of a non-financial variable that the variable is not specific to a party to the contract (sometimes called the 'underlying').  

(b)It requires no initial net investment or an initial net investment that is smaller than would be required for other types of contracts that would be expected to have a similar response to changes in market factors. 

(c) It is settled at a future date.

	Development
	The application of research findings or other knowledge to a plan or design for the production of new or substantially improved materials, devices, products, processes, systems or services before the start of production or use.

	Development
	Sustainable development and includes, integrated social, economic, environmental, spatial, infrastructural, institutional, organisational and human resources upliftment of a community aimed at 

(a) improving the quality of life of its members with specific reference to the poor and other disadvantaged sections of the community; and 

(b) ensuring that development serves present and future generations.

	Direct cost
	Are costs that are specifically incurred on behalf of a specific entity with an identifiable casual relationship with a business unit, activity, process, product or service?  Direct assignment is applied in the case of direct cost.

	Discontinued operation
	A component of an entity that either has been disposed of or is classified as held for sale and: 

(a) represents a distinguishable activity, group of activities or geographical area of operations; 

(b) is part of a single co-ordinated plan to dispose of a distinguishable activity, group of activities or geographical area of operations; or 

(c) is a controlled entity acquired exclusively with a view to resale.

	Distribution expenses  –  operation and maintenance
	Operation & Maintenance Supervision and engineering:  This account should record the cost of labour and expenses incurred in the general supervision and direction of the operation and maintenance of the distribution system. Direct supervision of specific activities, such as station operation, line operation, meter department operation, etc., shall be charged to the appropriate account.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Operation & Maintenance Control centre operations:  This account should record the cost of labour, materials used and expenses incurred in load, crew and lineman dispatching operations and maintenance pertaining to the distribution of electricity.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Operation & Maintenance Station equipment expenses:  This account should record the cost of labour, materials used and expense incurred in operation and maintenance of plant, the book cost of which is recorded in the account for "Station equipment" and the account for "Storage battery equipment".  This account should also record the cost of labour, materials used and expenses incurred in operation and maintenance of distribution line transformers.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Operation & Maintenance Overhead line expenses:  This account should record the cost of labour, materials used and expenses incurred in the operations and maintenance of overhead distribution line facilities, the book cost of which is recorded in the account for "Poles, towers and fixtures" and the account for "Overhead conductors and devices".  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Operation & Maintenance Underground line expenses:  This account shall include the cost of labour, materials used and expenses incurred in the operation and maintenance of underground distribution lines, the book cost of which is recorded in the account for "Underground conductors and devices".  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Operation & Maintenance Street lighting and signal system expenses:  This account should record the cost of labour, materials used and expenses incurred in the operation and maintenance of street lighting and signal system plant, the book cost of which is recorded in the account for "Street lighting and signal systems". Costs include:

(a) The operation of street lighting and signal system plant which is owned or leased by the Utility; and 

(b) The operation and maintenance of such plant owned by customers where such work is done regularly as a part of the street lighting and signal system service.

This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Operation & Maintenance Meter expenses:  This account shall include the cost of labour, materials used and expenses incurred in the operation and maintenance of customer meters and associated equipment, the book cost of which is recorded in the account for "Conventional meters" and the account for "Automated meters".  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Operation & Maintenance Customer installations expenses:  This account shall include the cost of labour, materials used and expenses incurred in work on customer installations, in inspecting premises and in rendering services to customers.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Operation & Maintenance Miscellaneous distribution expenses:  This account should record the cost of labour, materials used and expenses incurred in distribution system operation and maintenance not provided for elsewhere.

This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Operation & Maintenance servitude (right of way) payments:  The expense associated with operating and maintaining distribution servitude (right of way) properties is the only expenditure to be accounted for within this account.  If payments cover property used for more than one function, such as production plant and transmission, or by more than one department, the payment should be apportioned to the appropriate account on an actual, or if necessary, a fully allocated cost basis.  The costs for the property when incurred by the Utility should be charged to the accounts appropriate for the expense, as if the property were owned.

Operation & Maintenance of structures:  This account should record the cost of labour, materials used and expenses incurred in operation and maintenance of structures, the book cost of which is recorded in the account for "Structures and improvements".  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Operation and Maintenance vegetation management:  This account should record the cost of labour, materials used and expenses incurred in operation and maintenance of plant specially related to the control of trees, brush and general vegetation which may affect the safe and reliable operation of the distribution system.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Operation & Maintenance IT support:  This account should record the cost of labour, materials used and expenses incurred in operation and maintenance of owned or leased Information Technology (IT) systems which is assignable to distribution operations and is not provided for elsewhere.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

	Disposal group
	A group of assets to be disposed of, by sale or otherwise, together as a group in a single transaction, and liabilities directly associated with those assets that will be transferred in the transaction.

	Distribution plant
	Land:  This account should record the cost of land used in connection with power distribution operations.

Land rights:  This account and its sub-accounts should record the cost of land rights, interests and privileges held by the utility in land owned by others.

Buildings, fixtures and improvements:  This account shall include the cost in place of buildings, fixtures and improvements used in connection with power distribution operations.

Leasehold improvements:  This account should record the cost of additions, improvements or alterations made to premises the utility leases from others. The cost of the leasehold improvements shall be depreciated over the term of the lease or the service life of the improvement, whichever is shorter.  Renewal provisions in the lease agreement shall be disregarded in amortizing leasehold improvements.  This account can be subdivided into as many classifications as are required.

Transformer station equipment - Normally primary above 132kv:  This account should record the installed cost of transforming and switching equipment used for the purpose of stepping down from transmission voltages to sub-transmission voltages and/or distribution voltages.  The account shall include all equipment used in the above operation from the high voltage feeder through to the delivery point outside the station or the connections within the confines of the station area.  The detail of separate stations should be entered in such a manner that an accurate record of their age, cost, location, and voltage characteristics will be evident.

Transformer station equipment - Normally primary below 132kv:  This account should record the installed cost of transforming and switching equipment used for the purpose of stepping down to distribution voltages.  The account should record all equipment used in the above operation from the high voltage feeder through to the low voltage connection outside the station within the confines of the station area.  The detail of separate stations should be entered in such a manner that an accurate record of their age, cost, location, and voltage characteristics will be evident.  This account should also record the installed cost of overhead and underground distribution line transformers and pole type and underground voltage regulators owned by the Utility, for use in transforming electricity to the voltage at which it is to be used by the customer, whether actually in service or held in reserve.  The records covering line transformers should be kept in such a manner that the Utility can furnish information on the number of transformers of various capacities in service and those in reserve by; type (underground or overhead), capacity, and the location and the use of each transformer.  

System communication and control:  This account should record the installed cost of all equipment utilized for the purposes of providing control, operation and observation of the status of the distribution system, e.g. Supervisory Control and Data Acquisition System (SCADA) communication equipment; Communications Equipment including Optic Fibres', coaxial cable which are used, etc.

Storage battery equipment:  This account should record the installed cost of storage battery equipment used for the purpose of supplying electricity to meet emergency or peak demands.  

Poles, towers and fixtures:  This account should record the cost installed of poles, towers, and appurtenant fixtures used for supporting overhead distribution conductors and service wires.

Overhead conductors and devices:  This account should record the installed cost of overhead conductors and devices used for distribution purposes and the installed cost of overhead conductors leading from a point where wires leave the last pole of the overhead system or the distribution box, or the top of the pole of the distribution line, to the point of connection with the customer's outlet or wiring.  

Underground conduit:  This account should record the installed cost of underground conduit and tunnels used for housing distribution cables or wires, including conduits used for underground service conductors.  NOTE: The cost of conduits used solely for street lighting or signal systems shall not be included in this account but in account for "Street lighting and signal systems".

Underground conductors and devices:  This account should record installed cost of underground conductors and devices used for distribution purposes, including the installed cost of underground conductors leading from a point where wires leave the last distribution box or manhole, to the point of connection with the customer's outlet or wiring.  

Conventional meters:  This account should record the installed cost of conventional meters or devices and appurtenances thereto, for use in measuring the electricity delivered to customers, whether actually in service or held in reserve.  The records covering conventional meters should be kept in such a manner that the Utility can furnish information on the number of conventional meters of various capacities in service and those in reserve.  

Automated meters:  This account should record the installed cost of automated meters or devices and appurtenances thereto, used in measuring the electricity delivered to customers, whether actually in service or held in reserve.  NOTE: This account should not include automated meters for recording output of a generation station, substations meters etc.

Other installations on customer's premises:  This account should record the cost installed of equipment on the customer's side of a meter when the utility incurs such cost and when the utility retains title to and assumes full responsibility for maintenance and replacement of such property.

Leased property on customer premises:  This account should record the cost of electric motors, transformers, and other equipment on customers' premises, leased or loaned to customers, but not including property held for sale.

Street lighting and signal systems:  This account should record the installed cost of utility owned equipment used wholly for public street and highway lighting or traffic, fire alarm, police, and other signal systems.

Asset retirement costs for distribution plant:  This account should record Asset Retirement Costs on plant included in the distribution plant function.

	Distributions to owners
	Future economic benefits or service potential distributed by the entity to all or some of its owners, either as a return on investment or as a return of investment.

	District council
	The municipal council of a district municipality.

	District management area
	A part of a district municipality alone.

	District municipality
	A Category C municipality envisaged in section 155(1)(c) of the Constitution.

	Distribution system
	The network of wires and equipment that is dedicated to delivering electric energy from the transmission system to the customer’s premises.  Electric energy is carried at high voltages along transmission lines.  For customers needing lower voltages, it is reduced in voltage at a substation and delivered over primary distribution lines extending throughout the area where the electricity is distributed.  For users needing even lower voltages, the voltage is reduced once again by a distribution transformer or a line transformer.  At this point it changes from primary to secondary distribution voltage.

	District municipality
	District municipality means a municipality that has municipal executive and legislative authority in an area that includes more than one municipality, and which is described in section 155(1) of the Constitution as a category C municipality.

	E

	Economic efficiency
	The concept of obtaining the most consumer satisfaction from available resources.  Conversely, a situation of practice is considered “inefficient” if exactly the same desired goals could be achieved with the use of fewer scarce resources.  Two forms of efficiency are generally considered as part of economic efficiency, “production efficiency” and “allocative efficiency”.  Achieving efficient results is usually assumed to be predicated on consumers or users of a good or service being knowledgeable of the cost of the good or service and of comparable substitutes, and choosing between them to achieve the least cost.

	Economic entity
	A group of entities comprising a controlling entity and one or more controlled entities.

	Economic life
	Either 

(a) the period over which an asset is expected to yield economic benefits or service potential to one or more users; or

(b) the number of production or similar units expected to be obtained from the asset by one or more users.

	Economic services
	Economics Services relates to the science of business.  It helps organisations and individuals to make better decisions, grounded in simple, robust and compelling evidence.

	Edison Electric Institute (EEI)
	The association of electric companies.  Organised in 1933 and incorporated in 1970, EEi provides a principal forum where electric utility staff exchange information on developments in their business, and maintain liaison between the industry and the federal government.  Its officers act as spokesmen for shareholder-owned electric utility companies on subjects of national interest.

	Economies of scale
	Economies of scale exist when, for a given level of technology and set of prices, relatively larger production facilities have lower unit costs than relatively smaller facilities.  Economies of scale may exist for any of the phases of power production:  generation, transmission or distribution.  Economies of scale are often erroneously confused with short-run decreasing costs, which are the costs of productive capacity at a particular time.

	Effective interest method
	A method of calculating the amortised cost of a financial asset or a financial liability (or group of financial assets or financial liabilities) and of allocating the interest income or interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the expected life of the financial instrument or, when appropriate, a shorter period to the net carrying amount of the financial asset or financial liability. When calculating the effective interest rate, an entity shall estimate cash flows considering all contractual terms of the financial instrument (for example, prepayment, call and similar options) but shall not consider future credit losses. The calculation includes all fees and points paid or received between parties to the contract that are an integral part of the effective interest rate (see the Standard of GRAP on Revenue from Exchange Transactions), transaction costs, and all other premiums or discounts. There is a presumption that the cash flows and the expected life of a group of similar financial instruments can be estimated reliably. However, in those rare cases when it is not possible to reliably estimate the cash flows or the expected life of a financial instrument (or group of financial instruments), the entity shall use the contractual cash flows over the full contractual term of the financial instrument (or group of financial instruments).

	Election
	In relation to a district council, means the election of the councillors. 

	Electoral act
	The Electoral Act, 1998 (Act No. 73 of 1998).

	Electric power generation
	The large-scale production of electricity in a central plant.  A power plant consists of one or more units.  Each unit includes an individual turbine generator.  Turbine generators (turbines directly connected to electric generators) use steam, wind, hot gas or falling water to generate power.

	Electricity distribution
	Electricity distribution is the final stage in the delivery of electricity to end users. A distribution system's network carries electricity from the transmission system and delivers it to consumers.  Typically, the network would include medium-voltage (less than 50 kV) power lines, substations and pole-mounted transformers, low-voltage (less than 1 kV) distribution wiring and sometimes meters.

	Employee benefits
	All forms of consideration given by an entity in exchange for service rendered by employees.

	Employee related cost
	This item includes all payments to employees except social contributions, defined below.  Employee Related Cost distinguish between senior managers and other staff as Section 124(1)(c) of the MFMA required disclosures of the details of remuneration for all senior managers and the Standard of GRAP on Related Party Disclosure requires disclosure of key management personnel (GRAP 20 Related Party Disclosure - no effective date determined by the Minister thus IPSAS 20 Related Parties need to be applied.  Key management personnel in the context of municipalities referring to the senior management group, including the chief executive (municipal manager).

	Entity specific value
	The present value or service potential of the benefits an entity expects to arise from the continuing use of an asset and from its disposal at the end of its useful life or expects to incur when settling a liability.

	Environmental health
	Environmental health comprises those aspects of human health, including quality of life, that are determined by physical, chemical, biological, social and psychosocial factors in the environment.  It also refers to the theory and practice of assessing, correcting, controlling and preventing factors in the environment that can adversely affect the health of present and future generations.  Environmental health services are services that implement environmental health policies through monitoring and controlling, which improve environmental parameters and encourage the use of environmentally friendly and healthy technologies and behaviours.  Controlling and monitoring also play a leading role in suggesting and developing new policy areas.  (These definitions are in line with the definitions of the World Health Organization.).

	Environmental services and protection
	Environmental Services and Protection refers to the various combinations of scientific, technical, and advisory activities (including modification processes, i.e., the influence of manmade and natural factors) required to acquire, produce, and supply information on the past, present, and future states of space, atmospheric, oceanographic, and terrestrial surroundings for use in decision-making processes, or to modify those surroundings to enhance operations.

	Environmentally sustainable
	In relation to the provision of a municipal service, it means the provision of a municipal service in a manner aimed at ensuring that 

(a) the risk of harm to the environment and to human health and safety is minimised to the extent reasonably possible under the circumstances; 

(b) the potential benefits to the environment and to human health and safety are maximised to the extent reasonably possible under the circumstances; and 

(c) legislation intended to protect the environment and human health and safety is complied with

	Equitable share
	Local government’s equitable share of nationally raised revenue to enable municipalities to provide a basic level of services to low-income households in their areas of jurisdiction at an affordable cost.

	Equity  
	Equity provides for "ownership interest" in the entity.

	Equity method
	A method of accounting whereby an investment in an associate or interest in a jointly controlled entity is initially recognised at cost and adjusted thereafter for the post-acquisition change in the investor’s or venturers share of net assets of the jointly controlled entity. The surplus or deficit of the investor or venturer includes the investor’s or the venturer’s share of the surplus or deficit of the investee or jointly controlled entity.

	Events after the reporting date
	Those events, both favourable and unfavourable, that occur between the reporting date and the date when the financial statements are authorised for issue. Two types of events can be identified: 

(a) those that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting date); and 

(b) those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting date).

	Exchange difference
	The difference resulting from translating a given number of units of one currency into another currency at different exchange rates.

	Exchange rate
	The ratio of exchange for two currencies.

	Exchange revenue
	Exchange transactions are transactions in which one entity receive assets or service, or has liabilities extinguished, and directly gives approximately equal value (primarily in the form of cash, goods, services, or use of assets) to another entity in exchange.

	Exchange transactions
	Transactions in which one entity receives assets or services, or has liabilities extinguished, and directly gives approximately equal value (primarily in the form of cash, goods, services, or use of assets) to another entity in exchange.

	Executive authority
	In relation to a municipality, means the municipality's executive authority envisaged in section 156 of the Constitution, read with section 11 of this Act.

	Executives
	Executives are the person(s) or group of persons having administrative or supervisory authority in the municipality. 

	Executory contracts
	Contracts under which neither party has performed any of its obligations or both parties have partially performed their obligations to an equal extent.

	Existing municipality
	Includes a municipality that existed when this Act took effect.

	Expenses
	Expenses are decreases in economic benefits or service potential during the reporting period in the form of outflows or consumption of assets or incurrences of liabilities that result in decreases in net assets, other than those relating to distributions to owners.

	Expenses paid through the tax system
	Amounts that are available to beneficiaries regardless of whether or not they pay taxes.

	External borrowing
	Long and short term debt rose in accordance with Section 46 of the MFMA, Act 56 of 2003 and to be used for capital expenditure on property, plant and equipment.  The sources of funds are done from financial institutions.  

	F

	Fair value
	The amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in an arm’s length transaction.

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

	Final budget
	The approved budget adjusted for transfers, allocations, supplemental appropriations, and other changes applicable to the budget period.

	Finance lease
	A lease that transfers substantially all the risks and rewards incidental to ownership of an asset. Title may or may not eventually be transferred.

	Finance lease liability
	Non-current finance lease liability.

	Financial asset
	(a) cash; 

(b) a residual interest of another entity; or 

(c) a contractual right to: 

(i) receive cash or another financial asset from another entity; or 

(ii) exchange financial assets or financial liabilities with another entity under conditions that are potentially favourable to the entity.

	Financial guarantee contract
	A contract that requires the issuer to make specified payments to reimburse the holder for a loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified terms of a debt instrument.

	Financial instrument
	Any contract that gives rise to a financial asset of one entity and a financial liability or a residual interest of another entity.

	Financial instrument at cost
	Investments in residual interests that do not have a quoted market price in an active market, and whose fair value cannot be reliably measured.

	Financial instruments at amortised cost
	Non-derivative financial assets or non-derivative financial liabilities that have fixed or determinable payments, excluding those instruments that: 

(a) the entity designates at fair value at initial recognition in accordance with paragraph .17 of the Standard of GRAP on Financial Instruments; or 

(b) are held for trading.

	Financial instruments at fair value
	Financial assets or financial liabilities that are: 

(a) derivatives; 

(b) combined instruments that are designated at fair value in accordance with paragraphs .20 or .21 of the Standard of GRAP on Financial Instruments; 

(c) instruments held for trading.  

A financial instrument is held for trading if :

(i) it is acquired or incurred principally for the purpose of selling or repurchasing it in the near-term; or 

(ii) on initial recognition it is part of a portfolio of identified financial instruments that are managed together and for which there is evidence of a recent actual pattern of short term profit-taking; 

(d) non-derivative financial assets or financial liabilities with fixed or determinable payments that are designated at fair value at initial recognition in accordance with paragraph .17 of the Standard of GRAP on Financial Instruments; and (e) financial instruments that do not meet the definition of financial instruments at amortised cost or financial instruments at cost.

	Financial liability
	Any liability that is a contractual obligation to: (a) deliver cash or another financial asset to another entity; or (b) exchange financial assets or financial liabilities under conditions that are potentially unfavourable to the entity.

	Financially sustainable
	In relation to the provision of a municipal service, it means the provision of a municipal service in a manner aimed at ensuring that the financing of that service from internal and external sources, including budgeted income, grants and subsidies for the service, is sufficient to cover the costs of 

(a) the initial capital expenditure required for the service, 

(b) operating the service; and 

(c) maintaining, repairing and replacing the physical assets used in provision of the service.

	Financing activities
	Activities that result in changes in the size and composition of the contributed capital and borrowings of the entity.

	Fines
	Economic benefits or service potential received or receivable by entities, as determined by a court or other law enforcement body, as a consequence of the breach of laws or regulations.

	Fines, penalties and forfeits
	This item consists of all compulsory receipts imposed by a court or quasi-judicial body.

	Firm purchase commitment
	An agreement with an unrelated party, binding on both parties and usually legally enforceable, that (a) specifies all significant terms, including the price and timing of the transactions, and (b) includes a disincentive for non performance that is sufficiently large to make performance highly probable.

	Fixed price contract
	A construction contract in which the contractor agrees to a fixed contract price, or a fixed rate per unit of output, which in some cases is subject to cost escalation clauses.

	Foreign currency
	A currency other than the functional currency of the entity.

	Foreign operation
	An entity that is a controlled entity, associate, joint venture or branch of a reporting entity, the activities of which are based or conducted in a country or currency other than those of the reporting entity.

	Forestry
	Forestry and plantations management by municipalities.

	Fully allocated cost
	The total of all direct and indirect costs including cost of capital incurred in providing both regulated and non-regulated goods and or services.

	Function
	An integrated set of activities that is capable of being conducted and managed for purposes of achieving an entity’s objectives, either by providing economic benefits or service potential.

	Function segment
	The “Function” is the location within the financial systems for creating the “vote” structure.

	Functional currency
	The currency of the primary economic environment in which the entity operates.

	Funding segment
	The Funding Segment in the financial system identifies the various sources of funding available to municipalities for financing expenditure relating to the operation of the municipality for both capital and operational spending.  

	G

	Gains and losses
	Gains and losses are treated as a separate group of accounts due to the nature of this transaction.  Gains arise from the proceeds of the transaction exceeding the recognised value and losses from the recognised value exceeding the proceeds realised from the transaction.

	General ledger
	In modern accounting software or ERP, the general ledger works as a central repository for accounting data transferred from all sub-ledgers or modules like accounts payable, accounts receivable, cash management, fixed assets, purchasing and projects. General ledger is the backbone of any accounting system which holds financial and non-financial data for an organization.

	General plant
	Land:  This account should record the cost of land used for utility purposes, the cost of which cannot be properly included in other land accounts.

Land rights:  This account should record the cost of land rights used for utility purposes, the cost of which cannot be properly included in other land rights accounts.

Buildings, fixtures and improvements:  This account shall include the cost in place of buildings, fixtures and improvements used for utility purposes, the cost of which cannot be properly included in other buildings, fixtures and improvements accounts.

Office furniture and equipment:  This account should record the cost of office furniture and equipment owned by the Utility and devoted to utility service, and not permanently attached to buildings, except the cost of such furniture and equipment which the Utility elects to assign to other plant accounts on a functional basis.  This account should be maintained in such a manner as to provide the cost of each piece of equipment, and be subdivided into as many classifications as are required.

Computer hardware and voice and data network equipment:  This account should record the installed cost of acquiring computer hardware including telephone network equipment for general use in connection with utility operations. Hardware includes all physical equipment associated with computer input, processing, storage, retrieval and output functions.  This account should be subdivided as deemed appropriate.  

Computer software and applications:  This account should record the installed cost of developed and purchased computer application software.  This account should be subdivided as deemed appropriate.

Load settlement software applications:  This account should record the installed cost of developed and purchased computer application software associated with processes for load settlement.  This account should be subdivided as deemed appropriate.

Transportation equipment, fleet vehicles:  This account should record the cost of fleet vehicles generally used for general purposes. This account should be subdivided as deemed appropriate, and the account should be maintained in such a manner as to provide the cost of each piece of equipment.  
Tools, workshop, garage, and stores equipment:  This account should record the cost of tools, implements, equipment used in construction, repair work, general workshops garages, equipment used for the receiving, shipping, handling, and storage of materials and supplies; none of which is specifically provided for or can be included in other departmental or functional plant accounts.

Measurement and testing equipment:  This account should record installed cost of laboratory equipment used for general laboratory purposes; none of which is specifically provided for or can be included in other departmental or functional accounts.

Power operated equipment:  This account should record the cost of power operated equipment used in construction or repair work exclusive of equipment that can be included in other accounts. Include, also, the tools and accessories acquired for use with such equipment and the vehicle on which such equipment is mounted.

Mobile communication equipment:  This account shall include the installed cost of mobile and wireless equipment for general use in connection with utility operations.  

Miscellaneous equipment:  This account should record cost of equipment, apparatus, etc., used in the utility operations, which is not included in any other account in this regulatory chart of accounts.

Other tangible property:  This account should record the cost of tangible utility plant not provided for elsewhere.

Asset retirement cost for general plant:  This account should record asset retirement costs on plant included

	Generation expenses – operation and maintenance
	Hydraulic expenses:  This account should record the cost of labour, materials used and expenses incurred in operating and maintenance of hydraulic works including reservoirs, dams, and waterways, and in activities directly relating to the hydroelectric development outside the generating station. It should also record the cost of labour, materials and expenses incurred in operating and maintenance of prime movers, generators and their auxiliary apparatus, switchgear and other electric equipment.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & Supplies

· Other Expenses

Combustion engines/turbine operations:  This account should record the cost of labour and expenses incurred in the general supervision and direction of the operation of other power generating stations. This account should also include the cost of labour, materials used and expenses incurred in operating prime movers, generators and electric equipment in other power generating stations, to the point where electricity leaves for conversion for transmission or distribution. Additionally, this account should include the cost of labour, materials used and expenses incurred in the operation of other power generating stations.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Fuel:  This account should record the cost delivered at the station of all fuel, such as gas, oil, kerosene, coal, and gasoline used in power generation.  This account should be subdivided in into the following sub accounts as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Consumables

· Other expenses

Combustion engines/turbines maintenance:  This account should record the cost of labour, materials used and expenses incurred in maintenance of other power generation plant.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Other expenses:  This account should be charged with any production expenses, which are not specifically provided for in other production expense accounts. Charges to this account should be supported so that a description of each type of charge will be readily available.  Recoveries from insurance companies, under use and occupancy provisions of policies, of amounts in reimbursement of excessive or added production costs for which the insurance company is liable under the terms of the policy should be credited to this account.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Allowances for Waste Management/Emissions:  This account should record the cost of allowances expensed concurrent with monthly carbon emissions in accordance with the prevailing South African Environmental Act legislative requirements.

	Generation plant - coal
	Land:  This account should record the cost of land used in connection with coal power generation.

Land rights:  This account should record the cost of land rights used in connection with coal power generation.

Buildings, fixtures and improvements:  This account should record the cost of buildings, structures and improvements used in connection with coal power generation.

Leasehold improvements:  This account should record the cost of additions, improvements or alterations made to premises the utility leases from others. The cost of the leasehold improvements shall be depreciated over the term of the lease or the service life of the improvement, whichever is shorter.  Renewal provisions in the lease agreement shall be disregarded in amortizing leasehold improvements.  This account can be subdivided into as many classifications as are required.

Boiler plant equipment:  This account should record the cost installed of furnaces, boilers, coal and ash handling and coal preparing equipment, steam and feed water piping, boiler apparatus and accessories used in the production of steam, mercury, or other vapour, to be used primarily for generating electricity.

Engines and Engine-Driven Generators:  This account should record the cost installed of steam engines, reciprocating or rotary, and their associated auxiliaries; and engine-driven main generators, except turbo generator units.

Turbo Generators units:  This account should record the cost installed of main turbine-driven units and accessory equipment used in generating electricity by steam.

Accessory electric equipment:  This account should record the cost installed of auxiliary generating apparatus, conversion equipment, and equipment used primarily in connection with the control and switching of electric energy produced by coal power and the protection of electric circuits and equipment, except electric motors used to drive equipment included in other accounts, such motors being included in the account in which the equipment with which they are associated is included.

Miscellaneous power plant equipment:  This account should record the cost of installed miscellaneous equipment in and about the coal generating plant which is devoted to general station use and is not properly includible in other coal power production accounts

Roads, railroads and bridges:  This account should record the cost of roads, railroads, trails, bridges, and trestles used primarily as production facilities. It also includes those roads, etc., necessary to connect the plant with highway transportation systems, except when such roads are dedicated to public use and maintained by public authorities.

Asset retirement cost for generation plant:  This account should record asset retirement costs on plant included in the coal production function.

	Generation plant – gas / hydrocarbon
	Land: This account should record the cost of land used in connection with gas/hydrocarbons power generation.

Land rights:  This account should record the cost of land rights used in connection with gas/hydrocarbons power generation.

Buildings, fixtures and improvements:  This account should record the cost of buildings, structures and improvements used in connection with gas/hydrocarbons power generation.

Leasehold improvements:  This account should record the cost of additions, improvements or alterations made to premises the utility leases from others. The cost of the leasehold improvements shall be depreciated over the term of the lease or the service life of the improvement, whichever is shorter.  Renewal provisions in the lease agreement shall be disregarded in amortizing leasehold improvements.  This account can be subdivided into as many classifications as are required.

Fuel holders, producers, and accessories:  This account should record the cost installed of fuel handling and storage equipment used between the point of fuel delivery to the station and the intake pipe through which fuel is directly drawn to the engine, also the cost of gas producers and accessories devoted to the production of gas for use in prime movers driving main electric generators.

Prime movers:  This account should record the cost of installed diesel and other prime movers devoted to the generation of electric energy, together with their auxiliaries.

Generators:  This account should record the cost of installed diesel or other power driven main generators.

Accessory electric equipment:  This account should record the cost of installed auxiliary generating apparatus, conversion equipment, and equipment used primarily in connection with the control and switching of electric energy produced in other power generating stations, and the protection of electric circuits and equipment, except electric motors used to drive equipment included in other accounts. Such motors shall be included in the account in which the equipment with which it is associated is included.

Miscellaneous power plant equipment:  This account should record the cost of installed miscellaneous equipment in and about the gas/hydrocarbons generating plant which is devoted to general station use and is not properly includible in other gas/hydrocarbons production accounts.

Roads, railroads and bridges:  This account should record the cost of roads, railroads, trails, bridges, and trestles used primarily as production facilities. It includes also those roads, etc., necessary to connect the plant with highway transportation systems, except when such roads are dedicated to public use and maintained by public authorities.

Asset retirement cost for gas/hydrocarbons generation plant:  This account should record asset retirement costs on plant included in the gas/hydrocarbons production function.

	Generation plant – hydro
	Land:  This account shall include the cost of land used in connection with hydro power generation.

Land rights:  This account should record the cost of land rights used in connection with hydro power generation.

Buildings, fixtures and improvements:  This account should record the cost of buildings, structures and improvements in place used in connection with hydro power generation.

Leasehold improvements:  This account should record the cost of additions, improvements or alterations made to premises the utility leases from others. The cost of the leasehold improvements shall be depreciated over the term of the lease or the service life of the improvement, whichever is shorter. Renewal provisions in the lease agreement shall be disregarded in amortizing leasehold improvements.  This account should be subdivided into as many classifications as are required.

Reservoirs, dams, and waterways:  This account should record the cost in place of facilities used for impounding, collecting, storage, diversion, regulation, and delivery of water used primarily for generating electricity.

Water wheels, turbines and generators:  This account should record the cost of installed water wheels and hydraulic turbines and generators driven by those turbines in producing electricity by water power or other equipment that is a part of the hydraulic power plant works used in power production

Accessory electric equipment:  This account should record the cost installed of auxiliary generating apparatus, conversion equipment, and equipment used primarily in connection with the control and switching of electric energy produced by hydraulic power and the protection of electric circuits and equipment, except electric motors used to drive equipment included in other accounts, such motors being included in the account in which the equipment with which they are associated is included.

Miscellaneous power plant equipment:  This account should record the cost of installed miscellaneous equipment in and about the hydroelectric generating plant which is devoted to general station use and is not properly includible in other hydraulic production accounts.

Roads, railroads and bridges:  This account should record the cost of roads, railroads, trails, bridges, and trestles used primarily as production facilities. It includes also those roads, etc., necessary to connect the plant with highway transportation systems, except when such roads are dedicated to public use and maintained by public authorities.

Asset retirement cost for hydro generation plant:  This account should record asset retirement costs on plant included in the hydraulic production function.

	Generation plant – nuclear
	Land:  This account should record the cost of land used in connection with nuclear power generation.

Land rights:  This account should record the cost of land rights used in connection with nuclear power generation.

Buildings, fixtures and improvements:  This account should record the cost of buildings, structures and improvements used in connection with nuclear power generation.

Leasehold improvements:  This account should record the cost of additions, improvements or alterations made to premises the utility leases from others. The cost of the leasehold improvements shall be depreciated over the term of the lease or the service life of the improvement, whichever is shorter.  Renewal provisions in the lease agreement shall be disregarded in amortizing leasehold improvements.  This account can be subdivided into as many classifications as are required.

Boiler plant equipment/Nuclear Reactor:  This account should record the cost installed of furnaces, boilers, uranium and ash handling and uranium preparing equipment, steam and feed water piping, boiler apparatus and accessories used in the production of steam, mercury, or other vapour, to be used primarily for generating electricity..
Generators:  This account should record cost of installed nuclear or other power driven main generators.

Accessory electric equipment:  This account should record the cost installed of auxiliary generating apparatus, conversion equipment, and equipment used primarily in connection with the control and switching of electric energy produced by uranium power and the protection of electric circuits and equipment, except electric motors used to drive equipment included in other accounts, such motors being included in the account in which the equipment with which they are associated is included.

Miscellaneous power plant equipment:  This account should record the cost of installed miscellaneous equipment in and about the nuclear generating plant which is devoted to general station use and is not properly includible in other nuclear power production accounts

Roads, railroads and bridges:  This account should record the cost of roads, railroads, trails, bridges, and trestles used primarily as production facilities. It also includes those roads, etc., necessary to connect the plant with highway transportation systems, except when such roads are dedicated to public use and maintained by public authorities.

Asset retirement cost for generation plant:  This account should record asset retirement costs on plant included in the nuclear power production function.

	Gross investment in the lease
	The aggregate of: 

(a) the minimum lease payments receivable by a lessor under a finance lease; and 

(b) any unguaranteed residual value accruing to the lessor.

	Group of biological assets
	This is an aggregation of similar living animals or plants.

	Guaranteed residual value
	(a) for a lessee, that part of the residual value that is guaranteed by the lessee or by a party related to the lessee (the amount of the guarantee being the maximum amount that could, in any event, become payable); and (b) for a lessor, that part of the residual value that is guaranteed by the lessee or by a third party unrelated to the lessor that is financially capable of discharging the obligations under the guarantee.

	H

	Harvest
	The detachment of produce from a biological asset or the cessation of a biological asset’s life processes.

	Health
	Section 24 of the Constitution of the Republic of South Africa entrenches the right of all citizens to live in an environment that is not harmful to their health or well-being. Section 83 of the National Health Act, 2003 (Act 61 of 2003), defines municipal health services and clearly stipulates the responsibilities of municipalities in the performance of such services.  Environmental health comprises those aspects of human health, including quality of life, that are determined by physical, chemical, biological, social and psychosocial factors in the environment. It also refers to the theory and practice of assessing, correcting, controlling and preventing factors in the environment that can adversely affect the health of present and future generations.  Environmental health services are services that implement environmental health policies through monitoring and controlling, which improve environmental parameters and encourage the use of environmentally friendly and healthy technologies and behaviours. Controlling and monitoring also play a leading role in suggesting and developing new policy areas.  (These definitions are in line with the definitions of the World Health Organization.).

	Heritage assets
	Heritage assets are assets that have a cultural, environmental, historical, natural, scientific, technological or artistic significance and are held indefinitely for the benefit of present and future generations.

	Highly probable
	Significantly more likely than probable.

	Housing
	Housing generally refers to the social problem of insuring that members of society have a home to live in, whether this is a house, or some other kind of dwelling, lodging, or shelter.   

	I

	Identifiable asset
	An asset is identifiable of if either: 

(a) is separable, ie. Is capable of being separated or divided from the entity and sold, transferred, licensed, rented or exchanged, either individually or together with a related contract, asset or liability; or 

(b) arises form contractual rights (including rights arising from binding arrangements) or other legal rights (excluding rights granted by statute), regardless of whether those rights are transferable or separable from the entity or from other rights and obligations.

	Impairment
	A loss in the future economic benefits or service potential of an asset, over and above the systematic recognition of the loss of the asset’s future economic benefits or service potential through depreciation.  An undesired change in a system or device that reduced its ability to perform its intended function.

	Impairment loss of a non-cash-generating asset
	The amount by which the carrying amount of an asset exceeds its recoverable service amount.

	Impracticable
	Applying a requirement is impracticable when the entity cannot apply it after making every reasonable effort to do so. For a particular prior period, it is impracticable to apply a change in an accounting policy retrospectively or to make a retrospective restatement to correct an error if: 

(a) the effects of the retrospective application or retrospective restatement are not determinable; 

(b) the retrospective application or retrospective restatement requires assumptions about what management's intent would have been in that period; or 

(c) the retrospective application or retrospective restatement requires significant estimates of amounts and it is impossible to distinguish objectively information about those estimates that: 

(i) provides evidence of circumstances that existed on the date(s) as at which those amounts are to be recognised, measured or disclosed; and 

(ii) would have been available when the financial statements for that prior period were authorised for issue from other information.

	Inalienable item
	An asset that an entity is required by law or otherwise to retain indefinitely and cannot be disposed of without consent.

	Inception of the lease
	The earlier of the date of the lease agreement and the date of commitment by the parties to the principal provisions of the lease. As at this date: 

(a) a lease is classified as either an operating or finance lease; and 

(b) in the case of a finance lease, the amounts to be recognised at the commencement of the lease terms are determined.

	Income tax act
	Means the Income Tax Act. 1962 (Act No. 58 of 1962).

	Income tax payable
	This account should be credited with the amount of taxes accrued during the accounting period, corresponding debits being made to the appropriate accounts for tax charges.  

	Income tax receivable
	SA Normal Company Tax Refund due from SARS.

	Independent power producers (IPPs)
	Power generators that are not affiliated with a vertically integrated utility.

	Indirect costs
	Those costs which are not directly assignable to a product or service, not incurred by an entity or a business unit in producing the regulated product or service.  This includes, but is not limited to, overhead costs, administrative and general costs, and taxes.  Indirect costs are allocated based upon a methodology as set forth in the Regulatory Reporting Manual.

	Infrastructure  
	“Infrastructure Assets – while there is no universally accepted definition of infrastructure assets, these assets usually display some or all of the following characteristics: 

1) they are part of a system or network;

2) they are specific in nature and do not have alternative uses; 

3) they are immovable and 

4) they may be subject to constraints at disposal”.

	Infrastructure reporting motel
	The Infrastructure Reporting Model (IRM) is a project level monitoring and reporting (M&R) tool, developed in MS Excel and Visual Basic (VBA). The model is used by Provincial Departments to report expenditure and performance progress on infrastructure projects.

	Infrastructure transfers
	Include all “transfers” that directly relate to the infrastructure creation process and is a requirement in terms of the Infrastructure Reporting Model.  These “transfers” include “Contributed Assets” from National and Provincial Departments, District Municipalities to Local Municipalities and any other entities to the municipality

	Initial direct costs
	Incremental costs that are directly attributable to negotiating and arranging a lease, except for such costs incurred by manufacturer or trader lessors.

	In-kind (allocations in-kind)
	Goods In-kind are tangible assets transferred to the municipality in a non-exchange transaction, without charge, but may be subject to stipulations. External assistance provided by multilateral or bilateral development organisations often includes a component of goods in-kind.

	Intangible asset
	An intangible asset is an asset that you cannot touch. Examples of intangible assets include copyrights, patents, mailing lists, trademarks, brand names, domain names, and so on.

	Intangible plant
	Incorporation and organizational start-up:  Record into this account all fees paid for incorporation, mergers and acquisition fee, company secretarial expenses, and expenditures specifically incurred to start up the business and putting it into readiness to do licensed business.  Exclude from this account cost of issuing shares, discounts on securities issued or assumed, costs for negotiating loans, selling bonds or other debt or expenses.

Franchises and consents:  This account should record amounts paid for franchises, consents, water power licenses, or certificates, running for a specified term of more than one year, together with necessary and reasonable expenses related to procuring such franchises, consents, water power licenses, or certificates of permission and approval, including expenses of organizing and merging separate corporations, where statutes require, solely for the purpose of acquiring franchises. Records supporting this account should be kept so as to show separately the book cost of each franchise or consent  Annual or other periodic payments under franchises shall not be included herein but in the appropriate operating expense account.

Miscellaneous intangible plant:  This account should record cost of patent rights, licenses, privileges, and other intangible property necessary or valuable in the conduct of utility operations and not specifically chargeable to any other account.

	Integrated development plan
	A plan aimed at the integrated development and management of a municipal area.

	Interest cost
	The increase during a period in the present value of a defined benefit obligation which arises because the benefits are one period closer to settlement.

	Interest rate implicit in the lease
	The discount rate that, at the inception of the lease, causes the aggregate present value of: (a) the minimum lease payments; and  (b) the unguaranteed residual value to be equal to the sum of (i) the fair value of the leased asset; and (ii) any initial direct costs of the lessor.

	Interest rate risk
	The risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market interest rates.

	Interest, dividends and rent on land
	This item includes the total value of interest payments, dividends and payment for the use of land owned by another party.

	Integrated development planning
	The IDP is the strategic plan for an area that gives an overall framework for development.  It aims to co-ordinate the work of local and other spheres of government in a coherent plan to improve the quality of life for all the people living in an area.  It should take into account the existing conditions, problems, challenges and resources available for development.  The plan should look at economic and social development for the area as a whole.  It must set a framework for how land should be used, what infrastructure and services are needed and how the environment should be protected.

	Interest charges
	Interest on long-term debt:  This account should record the amount of interest on outstanding long-term debt issued or assumed by the Utility, the liability for which is included in the account for "Bonds and other long-term debt".  This account should be so kept or supported as to show the interest accruals on each class and series of long-term debt.

Interest on debt to associated companies:  This account should record the interest accrued on amounts included in the account for "Advances from Associated Companies" and on all other obligations to Associated Companies.

Short term interest and other interest expense:  This account should record all interest charges not provided for elsewhere.

	Internal billings, departmental charges and activity based recoveries
	These elements are provided for in the Segment for Financial Modelling.  The cost centres provided for are in accordance with the Costing Methodologies Guideline proposed by National Treasury.  The allocations provided as based on the proposed standard and service as guide on the minimum requirements for costs to be allocated.  Due to the nature and complexity of internal charges and municipalities in different stages of implementation this group of accounts would require customisation according to system requirements and municipalities implementation thereof.  

	Internal service charges
	This selection to be used for transactions between departments internal to the Municipality.

	Inventory
	Inventories are assets : (a) in the form of materials or supplies to be consumed in the production process; (b) in the form of materials or supplies to be consumed or distributed in the rendering of services; (c) held for sale or distribution in the ordinary course of operations; or (d) in the process of production for sale or distribution.

Plant materials and operating supplies:  This account should record the cost of materials purchased primarily for use in the Utility business for construction, operation and maintenance purposes. This account should include also the book cost of materials recovered in connection with construction, maintenance or the retirement of property, such materials being credited to construction, maintenance or accumulated depreciation provision, respectively.  Materials and supplies issued should be credited to this account and charged to the appropriate construction, operating expense, or other account on the basis of a unit price determined by the use of weighted average and first-in-first-out, or such other method of inventory accounting as conforms with accepted accounting standards consistently applied.

Merchandise:  This account should record the book cost of materials and supplies and appliances and equipment held primarily for retail sales. The principles prescribed in accounting for Utility materials and supplies shall be observed in respect to items carried in this account.

Other materials and supplies:  This account should record the original cost of materials and supplies held primarily for non-utility purposes.  The principles prescribed in accounting for Utility materials and supplies shall be observed in respect to items carried in this account.

Prepayments:  This account should record amounts representing prepayments of insurance, rents, taxes (excluding income tax installments which are included in the account for "Current income taxes payable"), interest and miscellaneous items, and should be kept or supported in such manner as to disclose the amount of each class of prepayment.

Derivate Financial Assets

Miscellaneous current and accrued assets:  This account shall include the book cost of all other current and accrued assets, appropriately designated and supported so as to show the nature of each asset included herein.

	Inventory consumed
	This group of accounts include classification for inventory items consumed during the reporting period being the difference between the opening balance, purchases and usage or sales less stock write offs.

	Investing activities
	The acquisition and disposal of long-term assets and other investments not included in cash equivalents.

	Investments
	Assets held primarily for the creation of wealth through receipt of distributions (such as interest, royalties, dividends and rentals), for capital appreciation.

	Investments in associate
	An associate is an entity in which another entity owns a significant portion of voting shares, usually 20 - 50%.

	Investment in joint venture
	A joint venture is a contractual business undertaking between two or more parties.

	Investment in subsidiary
	A subsidiary is one in which another, generally larger, entity, known as the parent, owns all or at least a majority of the shares.  As the owner of the subsidiary, the parent may control the activities of the subsidiary.

	Investment property
	Investment property is land or a building – or part of a building held (by the owner or by the lessee under a finance lease) to earn rentals or for capital appreciation or both, rather than for: 

(a) use in the production or supply of goods or services or for administrative purposes; or (b) sale in the ordinary course of operations.

	Investor (in a joint venture)
	A party to a joint venture and does not have joint control over that joint venture.

	J

	Joint control
	The agreed sharing of control over an activity by a binding arrangement and exists only when the strategic financial and operating decisions relating to the activity require the unanimous consent of the parties sharing control (the venturers).

	Joint cost
	Those costs which do not have a specific, identifiable casual relationship with a particular entity or affiliate, but which benefit all affiliates/business units, or more than one.  Joint costs are also referred to as common costs, and include corporate costs.

	Joint venture
	A binding arrangement whereby two or more parties are committed to undertake an activity that is subject to joint control.

	L

	Labour legislation
	Includes collective agreements in terms of the Labour Relations Act. 1995 (Act No. 66 of 1995).

	Land reform beneficiary
	Refers to a person who acquired property through the Provisions of Land and Assistance Act, 1993 (Act No. 126 of 1993) or the Redistribution of Land Rights Act 1994 (Act No. 22 of 1994).

	Land tenure right
	An old order right or a new order right as defined in Section 1 of the Communal land Rights Act 2004 (Act No. 11 of 2004).

	Lease
	An agreement whereby the lessor conveys to the lessee in return for a payment or series of payments the right to use an asset for an agreed period of time.

	Lease term
	The non-cancellable period for which the lessee has contracted to lease the asset together with any further terms for which the lessee has the option to continue to lease the asset, with or without further payment, when at the inception of the lease it is reasonably certain that the lessee will exercise the option.

	Legal obligation
	An obligation that derives from: (a) a contract (through its explicit or implicit terms); (b) legislation; or (c) other operation of law.

	Lessee’s incremental borrowing rate of interest
	The rate of interest the lessee would have to pay on a similar lease or, if that is not determinable, the rate that, at the inception of the lease, the lessee would incur to borrow over a similar term, and with a similar security, the funds necessary to purchase the asset.

	Liabilities
	Liabilities are future sacrifices of economic benefits that the municipality is presently obliged to make to other entities as a result of past transactions or other past events.  

	Licences or permits
	Granting of licences or permits associated with a regulatory function by government.

	Liquidity risk
	The risk encountered by an entity in the event of difficulty in meeting obligations associated with financial liabilities that are settled by delivering cash or another financial asset.

	Load management
	Economic reduction of electric energy demand during a utility’s peak generating periods.  Load management differs from conservation in that load management strategies are designed to either reduce or shift demand from on-peak times, while conservation strategies may primarily reduce usage over the entire 24 hour period.  Motivations for initiating load management included the reduction of capital expenditure, circumvention of capacity limitations, provision for economic dispatch, cost of service reduction, system efficiency improvements, or system reliability improvements.  Actions may take the form of normal or emergency procedures.

	Load management and optimization
	Load management & optimization:  This account shall include all expenses properly includible in utility operating expenses, (except pay of regular employees only incidentally engaged in such work) incurred by the Utility in connection with activities to support administration and execution of the load settlement. These costs shall include salaries and wages stationery, postage, delivery expense and the charges for contract work performed by other parties engaged in these functions.

IT load management & optimization:  This account shall include the cost of labour and expenses incurred in IT (Information Technology) activities to support load management & optimization transactions provisioned under agreements such as pooling or interconnection.

	Loan commitment
	A firm commitment to provide credit under pre-specified terms and conditions.

	Loans payable
	Loans payable are financial liabilities, other than short-term payables on normal credit terms.

	Local Community
	in relation to a municipality, means that body of persons comprising 

(a) the residents of the municipality, 

(b) the ratepayers of the municipality' 

(c) any civil organisations and non-governmental, private sector or labour organisations or bodies which are involved in local affairs within the municipality; and 

(d) visitors and other people residing outside the municipality who, because of their presence in the municipality, make use of services or facilities provided by the municipality.

	Local council
	The municipal council of a local municipality.

	Local municipality
	A Category B municipality envisaged in section 155(1)(b) of the Constitution.

	Local municipality
	A municipality that shares municipal executive and legislative authority in its area with a district municipality within whose area it falls and which is described in section 155(1) of the Constitution as a category B municipality.

	Long-term debt
	Bonds & other long-term debt:  This account should record in a separate subdivision for each class and series of bonds the face value of the actually issued and un-matured bonds which have not been retired or cancelled; also the face value of such bonds issued by others the payment of which has been assumed by the Utility, as well as, until maturity, all long-term debt not otherwise provided for.  Separate accounts should be maintained for each class of obligation, and records should be maintained to show for each class all details as to date of obligation, date of maturity, interest dates and rates, security for the obligation, etc.

Advances from associated companies:  This account should record the long-term portion of notes and other payables, to associated companies not otherwise provided for and the amount of open book accounts representing advances from associated companies. The current portion of should not be recorded in this account, but should be recorded in the account for, Accounts payable to associated companies.  The records supporting the entries to this account should be so kept that the Utility can furnish complete information concerning each note and open account.

Unamortized premium on long-term debt:  This account should record the excess of the cash value of consideration received over the face value upon the issuance or assumption of long-term debt securities.  Amounts recorded in this account should be amortized over the life of each respective issue under a plan which will distribute the amount equitably over the life of the security. The Amortization should be on a monthly basis, with the amounts thereof to be credited to account for "Interest on long-term debt" or account for "Short term interest and other interest expense as appropriate.

Unamortized discount on long-term debt—Debit:  This account should record the excess of the face value of long-term debt securities over the cash value of consideration received therefore, related to the issue or assumption of all types and classes of debt.  Amounts recorded in this account should be amortized over the life of the respective issues under a plan which will distribute the amount equitably over the life of the securities. The amortization should be on a monthly basis, with the amounts thereof charged to the account for "Interest on long-term debt" or the account for "Short term interest and other interest expense" as appropriate.

	Losses
	Losses represent other items that meet the definition of expenses and may, or may not, arise in the course of the operating activities of the entity.  Losses represent decreases in economic benefits or service potential and as such, they are no different in nature from other expenses.  

	M

	Maintenance and repair
	Maintenance and Repair (including overhaul) involves fixing any sort of mechanical or electrical device should it become defective or broken (known as repair, unscheduled or casualty maintenance).  It also includes performing routine actions which keep the device in working order (known as scheduled maintenance) or prevents trouble from arising (preventive maintenance).

	Management
	Those persons responsible for planning, directing and controlling the activities of the entity, including those charged with the governance of the entity in accordance with legislation, in instances where they are required to perform such functions.

	Marginal or incremental costing
	A pricing approach based on only the additional cost of producing a product/service while the pre-existing products/services support the fixed costs.

	Markets
	Markets and trade centres managed by municipalities.

	Market related rates
	The prevailing rate of interest offered on cash deposits, determined by demand and supply of deposits and based on the duration (the longer the duration, the higher the rate) and amount (the higher the amount, the higher the rate) of deposits.

	Market risk
	The prevailing rate of interest on loans determined by the demand and supply of credit and based on the duration (the longer the duration, the higher the rate) of loan and type of security offered (the higher the quality of security, the lower the rate). 

	Market value
	In relation to a property means the value of the property determined in accordance with Section 46.

	Material
	Omissions or misstatements of items are material if they could, individually or collectively, influence the decisions or assessments of users made on the basis of the financial statements. Materiality depends on the nature or size of the omission or misstatement judged in the surrounding circumstances. The nature or size of the information item, or a combination of both, could be the determining factor.

	Measurement date (for purposes of directive 7)
	The date that an entity adopts the Standards of GRAP and is the beginning of the earliest period for which an entity presents full comparative information, in its first financial statements prepared using Standards of GRAP.

	MEC
	A member of a provincial Executive Council.

	MEC for local government
	A Member of the Executive Council of a province responsible for local government in the province.

	Merger
	The establishment of a new combined entity in which none of the former entities obtain control over any other and no acquirer can be identified.

	Merger date
	The date on which entities are combined for the mutual sharing of risks and benefits and when the assets and liabilities are transferred to the combined entity.

	Metro council
	Municipal council of a metropolitan municipality.

	Metropolitan municipality
	A municipality that has exclusive and legislative authority in its area and which is described in section 155(1) of the Constitution as a category A municipality.

	Metropolitan sub council
	A metropolitan sub council established in terms of section 62.

	Minimum lease payments
	The payments over the lease term that the lessee is or can be required to make, excluding contingent rent, costs for services and, where appropriate, taxes to be paid by and reimbursed to the lessor, together with: 

(a) for a lessee, any amounts guaranteed by the lessee or by a party related to the lessee; or 

(b) for a lessor, any residual value guaranteed to the lessor by : 

(i) the lessee; 

(ii) a party related to the lessee; or 

(iii) a third party unrelated to the lessor that is financially capable of discharging the obligations under the guarantee.  However, if the lessee has an option to purchase the asset at a price that is expected to be sufficiently lower than fair value at the date the option becomes exercisable for it to be reasonably certain, at the inception of the lease, that the option will be exercised, the minimum lease payments comprise the minimum payments payable over the lease term to the expected date of exercise of this purchase option and the payment required to exercise it.

	Minister
	The national Minister responsible for local government.

	Minority interest
	Minority interest is the portion of the company’s shares not owned by the parent.

	Monetary assets
	Money held and assets to be received in fixed or determinable amounts of money.

	Monetary items
	Units of currency held and assets and liabilities to be received or paid in a fixed or determinable number of units of currency.

	Multi-employer plans
	Defined contribution plans (other than state plans and composite social security programmes) or defined benefit plans (other than state plans) that:  (a) pool the assets contributed by various entities that are not under common control; and (b) use those assets to provide benefits to employees of more than one entity, on the basis that contribution and benefit levels are determined without regard to the identity of the entity that employs the employees concerned.

	Multi-year budget
	An approved budget for more than one year. It does not include published forward estimates or projections for periods beyond the budget period.

	Municipal administration
	Municipal administration houses the implementation of policy.  Its "fundamental goal... is to advance management and policies so that the municipality can function - the management of public programs, the "translation of politics into the reality that citizens see every day” and "the study of government decision-making, the analysis of the policies themselves, the various inputs that have produced them, and the inputs necessary to produce alternative policies.  Administration is concerned with the organization of government policies and programmes as well as the behaviour of officials (usually non-elected) formally responsible for their conduct.

	Municipal council
	A municipal council referred to in section 157(1) of the Constitution.

	Municipal entity
	Municipal entity means – 

(a) a company, co-operative, trust, fund or any other corporate entity established in terms of any applicable national or provincial legislation and which operates under the ownership control of one or more municipalities, and includes, in the case of a company under such ownership control, and subsidiary of that company; or 

b) a service utility.

	Municipal governance
	Municipal Governance is the act of governing.  It relates to decisions that define expectations, grant power, or verify performance.  It consists of either a separate process or part of decision-making or leadership processes.  Governance relates to consistent management, cohesive policies, guidance, processes and decision-rights for a given area of responsibility, for example, managing at an executive-level might involve evolving policies on privacy, on human resources, and on the use of data.

	Municipal manager
	A person appointed in terms of section 82 of the Municipal Structures Act.

	Municipal standard classification
	The “votes” set-up by the municipality based on the organisational structure in place for the municipality.  The “vote” structure needs to be aligned to the municipality’s organisational structure.

	Municipal structures act
	The Local Government Municipal Structures Act 1998 (Act No. 177 of 1988).

	Municipal system act
	The Local Government Municipal Systems Act 2000 (Act No. 32 of 2000).

	Municipality
	When referred to as 

(a) an entity means a municipality as described in section 2; and 

(b) a geographical area, means a municipal area determined in terms of the Local Government:  Municipal Demarcation Act, 1998 (Act No. 27 of 1998).

	N

	National functions:  whole country domestic
	Whole country domestic is the posting-level for all transactions made within the borders of the Republic of South Africa.  

	National organ of state
	An organ of state as defined in section 239 of the Constitution.

	Net assets
	Retained earnings or accumulated deficit being the cumulative effect of differences between assets and liabilities as per statement of financial position.

	Net investment in a foreign operation
	The amount of the reporting entity’s interest in the net assets of that operation.

	Net investment in the lease
	The gross investment in the lease discounted at the interest rate implicit in the lease.

	Net realizable value
	The estimated selling price in the ordinary course of operations less the estimated costs of completion and the estimated costs necessary to make the sale, exchange or distribution.

	New infrastructure
	New infrastructure would provide for own account construction as well as outsourced developments.  Further detail on the “creation” of these assets in the context of input costs is available from the Item segment thus providing more detail of the composition of the new asset creations.

	Non-cancelable lease
	A lease that is cancellable only: 

(a) upon the occurrence of some remote contingency; 

(b) with the permission of the lessor; 

(c) if the lessee enters into a new lease for the same or an equivalent asset with the same lessor; or 

(d) upon payment by the lessee of an additional amount that, at inception, continuation of the lease is reasonably certain.

	Non-cash-generating assets
	Assets other than cash-generating assets.

	Non-controlling interest
	The interest in the net assets in a controlled entity not attributable, directly or indirectly, to a controlling entity.

	Non-core functions
	Section 145(4) functions as per the Constitution.  Non -core functions are commonly known as “agency services”.  Non-core functions as provided for in the Constitution Schedule 4 and 5 Part B being agricultural, animal control and diseases, archives, cultural matters, consumer protection, disaster management, education, indigenous and customary law, industrial promotion, language policy, libraries, media services, museums, population development, provincial cultural, traditional leadership, veterinary services and welfare services.

	Non-current assets
	Non-current assets refer to assets which would recover after 12 months or after the normal operating cycle of the municipality.

	Non-current assets held for sale
	Non-current assets are reclassiﬁed as current assets when they are held for sale. A non-current asset is regarded as ‘held for sale’ if its carrying amount will be recovered principally through a sale transaction, rather than through continuing use.

	Non-current liabilities
	Non-current liabilities comprise of all money owed by an entity which is due more than one year after the reporting date.

	Non-current receivables from non-exchange transactions
	This account is used for the recording of the non-current portion of long term receivables being the amounts due 12 months from the reporting date.  

	Non-exchange revenue
	In a non-exchange transaction, the municipality either receives value from another entity without directly giving approximately equal value in exchange, or gives value to another entity without directly receiving approximately equal value in exchange.

	Non-exchange transactions
	Transactions that are not exchange transactions. In a non-exchange transaction, an entity either receives value from another entity without directly giving approximately equal value in exchange, or gives value to another entity without directly receiving approximately equal value in exchange.

	Non-funding transactions
	These accounts are to be used for the recording of transactions for which specific provision has not been made in terms of the classification structure for the segment.

	Non-infrastructure (PPE excluding infrastructure)
	Transactions of a capital nature relating to key projects as identified by management, e.g. procurement of a new bus fleet for use as urban transport but not qualifying as "Infrastructure Assets" and thus provided for under "Projects Non-infrastructure".

	Non-monetary assets
	Assets other than monetary assets.

	Non-monetary items
	Items that are not monetary items.

	Non-profit institutions
	Non-profit institutions are legal or social entities created for the purpose of producing or distributing goods and services, but they cannot be a source of income, profit, or other financial gain for the institutional units that established, control, or finance them.  An NPI may engage in market or non-market production.  If it engages in market production, such as a hospital that charges market prices or a university that charges tuition, then the NPI must either retain any surplus earned from its productive activities to support its future operations or distribute it to institutional units other than the units that established, control, or finance it.  These market NPIs are, like corporations and quasi-corporations, members of either the non financial corporations sector or the financial corporations sector.  Other NPIs are members of either the non profit institutions serving households sector or the general government sector, depending on which units control and mainly finance the NPI.

	Non-project stand alone
	Capital expenditure on stand-alone items occurs when municipality buys goods or services from outside units, provided that such purchases are not part of a project.

	Non-project stand alone
	Operational spending, transfers and Secondary Cost not part of a capital or operational project, and not separately provided for within the Segment are recorded under this label.

	Non regional identified
	This classification is used for the recording of transactions not relevant to this Segment.  

	Notes
	Information in addition to that presented in the statement of financial position, statement of financial performance, statement of changes in net assets, cash flow statement and statement of comparison of budget and actual amounts. Notes provide narrative descriptions or disaggregations of items disclosed in those statements and information about items that do not qualify for recognition in those statements.

	O

	Obligating event
	An event that creates a legal or constructive obligation that results in an entity having no realistic alternative to settling that obligation.

	Onerous contract
	A contract for the exchange of assets or services in which the unavoidable costs of meeting the obligations under the contract exceed the economic benefits or service potential expected to be received under it.

	Operating activities
	The activities of the entity that are not investing or financing activities.

	Operating expense
	A subdivision of Operating Expenses that includes labor, materials, overhead and other expenses for production, transmission, distribution, customer accounts, customer services and informational sales and administration in general.  Does not include expenses for maintenance of utility plant.

	Operating lease
	A lease other than a finance lease.

	Operating lease liability
	Unamortised balance for straight lining of operational lease payments

	Operational cost
	An operating expense is a day-to-day expense such as sales and administration, or research and development, accounting expenses, license fees, advertising, office expenses, utilities such as telephone, insurance, property management, travel and vehicle expenses.

	Operational projects
	Operational expenditure projects refer to current and short-term projects for which the cost is immediately recognised as an expense and funded from the municipality’s operational budget.

	Operational projects:  default transactions
	Default account for transaction not relating to either capital or operational expenditure and of no specific interest in the context of this Segment.

	Operational revenue
	Operational revenue refers to all other income not elsewhere classified such as administrative fees, bad debts recovered, breakages, commission, discounts and early settlements, etc.

	Organ of state
	An organ of state as defined in section 239 of the Constitution.

	Organised local government
	An organisation recognised in terms of section 2(1) of the organised Local Government Act 1997 (Act No. 52 of 1977) to represent local government nationally or provincially.

	Organised local government in the province
	A provincial organisation recognised in terms of section 2(1)(b) of the Organised Local Government Act, 1997 (Act No. 52 of 1997).

	Other current financial assets
	This account provides for any current financial assets (or current portion of a non-current financial assets) not provided for separately.  

	Other current financial liabilities
	This account is to be used for recording any other "financial liability" not separately recorded somewhere else.

	Other income and deductions
	A.  Other Income:
Revenues from non-utility operations:  These accounts should record revenues applicable to operations which are non-utility in character but nevertheless constitute a distinct operating activity of the enterprise as a whole.

Expenses of non-utility operations:  These accounts should record expenses applicable to operations which are non-utility in character but nevertheless constitute a distinct operating activity of the enterprise as a whole.  The expenses should include all elements of costs incurred in such operations, and the accounts should be maintained so as to permit ready summarization as follows: 

(1) Operation and Maintenance. 

(2) Rents. 

(3) Depreciation. 

(4) Amortization.

Equity in earnings of subsidiary companies:  This account should record the Utility's equity in the earnings or losses of subsidiary companies for the year.

Interest, dividend and other income:   This account should record interest revenues on securities, loans, notes, advances, special deposits, tax refunds and all other interest-bearing assets, and dividends on stocks of other companies, whether the securities on which the interest and dividends are received are carried as investments or included in sinking or other special fund accounts.  This account should be subdivided into the following sub-accounts as to keep track of interest, dividends and other income separately:-

· Interest

· Dividend

· Profit/Loss from disposition of emission (carbon credits)

· Other income

Profit and Losses from Financial Instrument Hedges:  This account should be used to record profits and losses from financial instruments used as hedges against financial risks such as price risk (i.e. currency risk, interest rate risk and market risk), credit risk, liquidity risk and cash flow risk. A financial instrument is any contract that gives rise to both a financial asset of one party and a financial liability or equity instrument of another.

Allowance for other funds used during construction:  This account should record concurrent credits for allowance for other funds used during construction, calculated as may be prescribed the Energy Regulator

B.  Other Income Deductions: 

These (other income deductions) accounts record miscellaneous expense items which are non-operating in nature and properly deductible in determining total income before interest charges. The classification of expenses as non-operating and their inclusion in these accounts is for accounting purposes, but is not automatically be allowed by the Energy Regulator for rate making or other purposes.

Donations:  This account should record all payments or donations for charitable, social or community welfare purposes.

Life insurance:  This account shall include all payments for life insurance of officers and employees where the Utility is beneficiary (net premiums less increase in cash surrender value of policies).

 Penalties:  This account should record payments by the Utility for penalties or fines for violation of any regulatory statutes by the Utility or its officials.

Expenditures for certain civic, political and related activities:  This account shall include expenditures for the purpose of influencing public opinion with respect to the election or appointment of public officials, referenda, legislation, or ordinances (either with respect to the possible adoption of new referenda, legislation or ordinances or repeal or modification of existing referenda, legislation or ordinances) or approval, modification, or revocation of franchises; or for the purpose of influencing the decisions of public officials, but shall not include such expenditures which are directly related to appearances before regulatory or other governmental bodies in connection with the reporting Utility's existing or proposed operations.

Other deductions:  This account should record other miscellaneous expenses which are non-operating in nature, but which are properly deductible before determining total income before interest charges.

	Other non-current financial assets
	A financial asset is cash, a residual interest of another entity or a contractual right to receive cash or another financial asset from another entity or exchange financial assets or financial liabilities with another entity under conditions that are potentially favourable to the municipality.

	Other non-current financial liabilities
	This account is to be used for recording any other "financial liability" not separately recorded somewhere else.  

Obligations under capital lease— non-current:  This account should record the portion not due within one year, of the obligations recorded for the amounts applicable to leased property recorded as assets in the account for "Property under capital leases" or account for "Non-utility property".

Accumulated provision for self insurance:  This account should record amounts reserved by the Utility for losses through accident, fire, flood, or other hazards to its own property or property leased from others, and for losses for bodily injury and property damage to third parties, not covered by insurance. The amounts charged to the account for "Injuries and damages", or other appropriate accounts to cover such risks should be credited to this account. A schedule of risks covered should be maintained, giving a description of the property involved, the character of the risks covered and the rates used. This account should be debited by amounts actually incurred by the Utility for the losses noted above.  Charges should be made to this account for losses covered. Details of these charges should be maintained according to the year the casualty occurred which gave rise to the loss.  All claims charged to this account will be subject to scrutiny by the Energy Regulator and interested parties and the onus will be on the utility to justify that customers should bear the costs.

Employee retirement and benefit obligations:  This account should record the unamortized portion of past service costs related to future benefits and pensions which will be expensed in future periods.

Asset retirement obligations:  This account should record the amount of liabilities for the recognition of asset retirement obligations related to electric utility plant and non-utility plant that gives rise to the obligations. This account should be credited for the amount of the liabilities for asset retirement obligations with amounts charged to the appropriate electric utility plant accounts or non-utility plant account to record the related asset retirement costs.  The Utility should charge the accretion expense to the account for "Accretion expense" from asset retirement obligation, for electric utility plant, the account for "Expenses of electric plant leased to others", for electric plant leased to others, as appropriate, and credit the account for "Asset retirement obligations".  This account should be debited with amounts paid to settle the asset retirement obligations recorded herein.  The Utility should clear from this account any gains or losses resulting from the settlement of asset retirement obligations in accordance relevant instructions prescribed in the General Instructions section of this Volume.

	Other long-term employee benefits
	Employee benefits (other than post-employment benefits and termination benefits) that are not due to be settled within twelve months after the end of the period in which the employees render the related service.

	Other price risk
	The risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market prices (other than those arising from interest rate risk or currency risk), whether those changes are caused by factors specific to the individual financial instrument or its issuer, or factors affecting all similar financial instruments traded in the market.

	Other property and investments
	Investment in associated companies:  This account should record the book cost of investments in securities issued or assumed by Associated Companies and investment advances to such companies, including interest accrued thereon when such interest is not subject to current settlement, provided that the investment does not relate to a Subsidiary Company.  This account should be maintained in such manner as to show the investment in securities of, and advances to, each Associated Company together with full particulars regarding any of such investments that are pledged.  The Utility may write down the cost of any security in recognition of a decline in the investment value. Securities should be written off or written down to a nominal value if there is no reasonable prospect of substantial value. Fluctuations in market value should not be recorded but a permanent impairment in the value of securities should be recognized in the accounts.

Investment in subsidiary companies:  This account should record the cost of investments in securities issued or assumed by Subsidiary Companies and investment advances to such companies, including interest accrued thereon when such interest is not subject to current settlement plus the equity in undistributed earnings or losses of such subsidiary companies since acquisition. This account shall be credited with any dividends declared by such subsidiaries.

Derivative Financial Assets:  This account should record the cost/value of derivate and hedging activities instruments as prescribed by the IFRS/GAAP/GRAP.

Other investments:  This account should record the original cost of investments in securities issued or assumed by non-associated companies, investment advances to such companies, and any investments not accounted for elsewhere. This account should also include unrealized holding gains and losses on trading and available-for-sale types of security investments.

	Owner-occupied property
	Property held (by the owner or by the lessee under a finance lease) for use in the production or supply of goods or services or for administrative purposes.

	Owners
	Owners include holders of residual interests.

	Owner’s equity / contributed capital
	Common shares issued:  This account should record the stated or assigned value of common shares of each class issued.  When capital share is retired, this account should be charged with the amount at which such stock is carried herein.  A separate ledger account should be maintained for each class and series of common shares. The supporting records should show the shares nominally issued, actually issued, and nominally outstanding.

Preference shares issued:  This account should record the stated or assigned value of preference shares of each class issued.  When capital stock is retired, these accounts should be charged with the amount at which such stock is carried herein.  A separate ledger account, with a descriptive title, should be maintained for each class and series of stock. The supporting records should show the shares nominally issued, actually issued, and nominally outstanding.

Retained Earnings/Accumulated surpluses & deficits:  This account should record the balances, either debit or credit, of Retained Earnings arising from earnings of the Utility. This account should be debited with any dividends declared, payable or paid by the Utility. This account should exclude any amounts representing the undistributed earnings of subsidiary companies.

	Ownership control
	In  relation to a company, co-operative, trust, fund or any other corporate entity established in terms of any applicable national or provincial legislation, means the ability to exercise any of the following powers to govern the financial and operating policies of the entity in order to obtain benefits from its activities:  (a) to appoint or remove at least the majority of the board of directors or equivalent governing body; (b) to appoint or remove that entity's chief executive officer; (c) to cast at least the majority of the votes at meetings of the board of directors or equivalent governing body;  (d) or to control at least the majority of the voting rights at a general meeting in the case of a company, co-operative or other body having members.

	P

	Party
	In relation to 

(a) a metro or local council, means a party referred to in paragraph (a) or (b) of item 10 of Schedule 1; or 

(b) a district council, means a party referred to in paragraph (a) or (b) of item 4 of Schedule 2.

	Past due
	A financial asset is past due when a counterparty has failed to make a payment when contractually due.

	Past service cost
	The change in the present value of the defined benefit obligation for employee service in prior periods, resulting in the current period from the introduction of, or changes to, post-employment benefits or other long-term employee benefits. Past service cost may be either positive (when benefits are introduced or changed so that the present value of the defined benefit obligation increases) or negative (when existing benefits are changed so that the present value of the defined benefit obligation decreases).

	Payments received in advance
	This account is for payments received in advance from consumers.

	Plan assets
	Plan assets comprise: 

(a) assets held by a long-term employee benefit fund; and 

(b) qualifying insurance policies.

	Planning and development
	Planning and development describe the processes that determine community goals and aspirations in terms of community development.  The outcome of comprehensive planning is the Integrated Development Plan which dictates public policy in terms of transportation, utilities, land use, recreation, and housing. Comprehensive plans typically encompass large geographical areas, a broad range of topics, and cover a long-term time horizon.

	Political office bearers
	The speaker, executive mayor, mayor, deputy mayor or a member of the executive committee as referred to in the Municipal Structures Act.

	Political Structure
	In relation to a municipality, means the council of the municipality or any committee or other collective structure of a municipality elected, designated or appointed in terms of a specific provision of the Municipal Structures Act.

	Post-employment benefit plans
	Formal or informal arrangements under which an entity provides post-employment benefits for one or more employees.

	Post-employment benefits
	Employee benefits (other than termination benefits) which are payable after the completion of employment.

	Powers and function
	Section 156 (1) of the Constitution determines that the “municipality has executive authority in respect of, and has the right to administer a) the local government matters listed in Part B of Schedule 4 and Part B of Schedule 5 and any other matter assigned to it by national or provincial legislation and b) any other matter assigned to it by national or provincial legislation.

	Power to levy rates
	1)  A metropolitan or local municipality may levy a rate on property in its area. 

2)  (a) A district municipality may not levy a rate on property, except on property in district management area within the municipality. 

(b) Any reference in this Act to the area of the municipality must, in the case of a district municipality, be read as a reference to the district management area within the district municipality. 

3)  A municipality must exercise its power to levy a rate on property subject to 

(a) section 229 and any other applicable provisions of the Constitution; 

(b) the provisions of this Act and 

(c) the rates policy it must adopt in terms of section 3.

	Power purchased and other power supply expenses
	Power Purchased:  This account should record the cost of all electricity purchased for resale.

Charges - Transmission/Distribution of Electricity by Others:  This account should be record amounts payable to others for the transmission of the utility's electricity using transmission power system facilities owned by others.

Charges - Distribution of Electricity by Others:  This account should be record amounts payable to others for the distribution of the utility's electricity using distribution power system facilities owned by others.

	Prepayments and advances
	Pre-payments are payments in advance for goods and services to be received in future.  The actual amount paid is known.  

	Prescribe
	Prescribe by regulations or guidelines in terms of section 120, and prescribed has a corresponding meaning.

	Present value of a defined benefit obligation
	The present value, without deducting any plan assets, of expected future payments required to settle the obligation resulting from employee service in the current and prior periods.

	Presentation currency
	The currency in which the financial statements are presented.

	Prior period errors
	Omissions from, and misstatements in, the entity’s financial statements for one or more prior periods arising from a failure to use, or misuse of, reliable information that: (a) was available when financial statements for those periods were authorised for issue; and (b) could reasonably be expected to have been obtained and taken into account in the preparation and presentation of those financial statements.  Such errors include the effects of mathematically mistakes, mistakes in applying accounting policies, oversights or misinterpretations of facts, and fraud.

	Probable
	More likely than not.

	Property
	(a) Immovable property, registered in the name of a person, including, in the case of a sectional title scheme, a sectional title unit registered in the name of a person; 

(b) a right registered against immovable property in the name of a person, excluding a mortgage bond registered against the property; 

(c) a land tenure right registered in the name of a person or granted to a person in terms of legislation; or 

(d) public service infrastructure.

	Property, plant and equipment
	Tangible items that: 

(a) are held for use in the production or supply of goods or services, for rental to others, or for administrative purposes; and 

(b) are expected to be used during more than one reporting period.

	Property rates
	Property Rates means a municipal rate on property envisaged in section 229 (1)(a) of the Constitution.  Rateable property means property on which a municipality may in terms of section 2 levy a rate, excluding property fully excluded from the levying of rates in terms of section 17.  [Local Government Municipal Property Rates Act and Regulation 6 of 2004]

	Property rates:  revenue foregone
	This is a “contra” account to provide a classification within SCOA for recording “revenue foregone” and the purpose is not to present “service charges or property rates at the “gross amount”.  Revenue foregone is thus included in the revenue and expenditure sections of the Item Segment.

	Property register
	A register of properties referred to in section 23.

	Proportionate consolidation
	A method of accounting whereby a venturer’s share of each of the assets, liabilities, revenue and expenses of a jointly controlled entity is combined line-by-line with similar items in the venturer’s financial statements or reported as separate line items in the venturer’s financial statements.

	Prospective application
	Application of a change in an accounting policy and of recognising the effect of a change in an accounting estimate, respectively, are: 

(a) applying the new accounting policy to transactions, other events and conditions occurring after the date as at which the policy is changed; and 

(b) recognising the effect of the change in the accounting estimate in the current and future periods affected by the change.

	Protected area
	An area that is or has to be listed in the register referred to in section 10 of the Protected Areas Act.

	Protected areas act
	The National Environmental Management:  Protected Areas Act, 2003.

	Provincial organ of state
	An organ of state functioning within the provincial sphere of government.

	Provision
	Provision is a liability of uncertain timing or amount.

	Provision for deferred (future) income tax
	Charges against income (with corresponding credits to a special liability account) representing the tax deferrals resulting from the use of accelerated amortisation and/or liberalised depreciation in federal and/or state income tax returns, when the deductions for such rapid depreciation and amortisation (applied to any vintage year’s property) exceeded the allowance that would have been taken if straightline depreciation had been used for tax return as well as for book purposes.  Many companies net in this account the feedback of prior year’s provisions for deferred taxes.

	Public safety
	Public safety involves the prevention of and protection from events that could endanger the safety of the general public from significant danger, injury/harm, or damage, such as crimes or disasters (natural or man-made).

	Public service infrastructure
	Publically controlled infrastructure of the following kinds:  

(a) national, provincial or other public roads on which goods, services or labour move across a municipal boundary; 

(b)  water or sewer pipes, ducts or other conduits, dams, water supply reservoirs, water treatments plants or water pumps forming part of a water or sewer scheme serving the public; 

(c)  power stations, power substations or power lines forming part of an electricity scheme serving the public; 

(d)  gas or liquid fuel plants or refineries or pipelines for gas or liquid fuels, forming part of a scheme for transporting such fuels; 

(e)  railway lines forming part of a national railway system; 

(f)  communication towers, masts, exchanges or lines forming part of a communications system serving the public; 

(g)  runways or aprons at national or provincial airports; 

(h) breakwaters, sea walls, channels, basins, quay walls, jetties, roads, railway or infrastructure used for the provision of water, lights, power, sewerage or similar services of ports, or navigational aids comprising lighthouses, radio navigational aids, buoys, beacons or any other device or system used to assist the safe and efficient navigation of vessels; 

(i)   any other publicly controlled infrastructure as may be prescribed; or 

(j) a right registered against immovable property in connection with infrastructure mentioned in paragraphs (a) to (i).

	Publicly controlled
	Owned by or otherwise under the control of an organ of state, including 

(a) a public entity listed in the Public Finance Management Act 1999 (Act No. 1 of 1999);

 (b) a municipality or 

(c) a municipal entity as defined in the Municipal Systems Act.

	Q

	Qualifying asset
	An asset that necessarily takes a substantial period of time to get ready for its intended use or sale.

	Qualifying insurance policy
	An insurance policy* issued by an insurer that is not a related party (as defined in the Standard of GRAP on Related Party Disclosures) of the reporting entity, if the proceeds of the policy: 

(a) can be used only to pay or fund employee benefits under a defined benefit plan; and 

(b) are not available to the reporting entity's own creditors (even in liquidation) and cannot be paid to the reporting entity, unless either: 

(i) the proceeds represent surplus assets that are not needed for the policy to meet all the related employee benefit obligations; or 

(ii) the proceeds are returned to the reporting entity to reimburse it for employee benefits already paid.

	R

	Rate 
	A municipal rate on property envisaged in section 229 (1) (a) of the Constitution.

	Rateable property
	Property on which a municipality may in terms of section 2 levy a rate, excluding property fully excluded from the levying of rates in terms of section 17.

	Ratepayer
	In relation to a municipality, means a person who is liable to the municipality for the payment of 

(a) rates on property in the municipality; 

(b) any other tax, duty or levy imposed by the municipality; or 

(c) fees for services provided either by the municipality or in terms of a service delivery agreement.

	Rebate
	In relation to a rate payable on a property, means a discount granted in terms of section 15 of the rate payable on the property.

	Receivables from non-exchange transactions
	This account is used for recording amounts receivable due from non-exchange transactions, such as insurance claims, rates and other taxes, subsidies, road reinstatements, repayments resulting from unauthorised expenditure.  Non-exchange transactions are transactions that are not exchange transactions.  In a non-exchange transaction, the municipality either receives value from another entity without directly giving approximately equal value in exchange, or gives value to another entity without directly receiving approximately equal value in exchange.

	Recoverable amount (of an asset or a cash-generating unit
	The higher of its fair value less costs to sell and its value in use.

	Recoverable amount (of an asset)
	The higher of a cash-generating asset’s net selling price and its value in use.

	Recoverable service amount
	The higher of a non-cash-generating asset’s fair value less costs to sell and its value in use.

	Reduction
	A lowering of a rate payable on a property in terms of section 15 of the amount for which the property was valued and the rating of the property at that lower amount

	Regional identifier
	This classification provides regional indicators distinguishing at the highest-level between national, provincial or local government

	Rehabilitation and refurbishment
	Includes activities that are required due to neglect or unsatisfactory maintenance or degeneration of an asset.  The action implies that the asset is restored to its original condition, enhancing the capacity and value of an existing asset that has become inoperative due to the deterioration of the asset.  The Budget Reporting Format refers to refurbishment/maintenance to an asset that will restore or maintain the originally assessed future economic benefits or service potential that an entity can expect from an asset and is necessary for the planned life to be achieved.

	Rehabilitation and refurbishment
	Upgrades and additions relating to other non-infrastructure capital assets  – Includes activities aimed at improving the capacity and effectiveness of an asset above that of the intended purpose.  The decision to renovate, reconstruct or enlarge an asset is a deliberate investment decision which may be undertaken at any time and is not dictated by the condition of the asset, but rather in response to a change in demand and or change in service requirements.  [The Budget Reporting Format refers to Enhancements/Rehabilitation is an improvement or augmentation of an existing asset (including separately depreciable parts) beyond its originally recognised service potential for example, remaining useful life, capacity, quality and functionality.]

	Related party
	A person or an entity with the ability to control or jointly control the other party, or exercise significant influence over the other party, or vice versa, or an entity that is subject to common control, or joint control. As a minimum, the following are regarded as related parties of the reporting entity: 

(a) A person or a close member of that person's family is related to the reporting entity if that person : 

(i) has control or joint control over the reporting entity; 

(ii) has significant influence over the reporting entity; or 

(iii) is a member of the management of the entity or its controlling entity. 

(b) An entity is related to the reporting entity if any of the following conditions apply:  

(i) the entity is a member of the same economic entity (which means that each controlling entity, controlled entity and fellow controlled entity and fellow controlled entity is related to the others);  

(ii) one entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of an economic entity of which the other entity is a member); 

(iii) both entities are joint ventures of the same third party; 

(iv) one entity is a joint venture of a third entity and the other entity is an associate of the third entity; 

(v) 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 to the entity; 

(vi) the entity is controlled or jointly controlled by a person identified in (a); and 

(vii) 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).

	Related party transaction
	A transfer of resources, services or obligations between the reporting entity and a related party, regardless of whether a price is charged.

	Remuneration for councillors
	Remuneration as determined by the Remuneration of Public Office Bearers Act, 1998 (Act No 20 of 1998).  Salary of full-time councillors consisting of executive mayor or mayor, speakers, deputy executive major or deputy mayor, members of the executive committee or mayoral committee, whip and chairperson of a sub-council.

	Rent
	Rent received from the letting of land excluding the fixed structures on it.

	Rental of property, plant and equipment
	This account provides for rental income earned from the ownership of building, fixed structures, plant and equipment.  The receipts from ownership of buildings must be distinguished from ownership of land and sub-soil assets; the latter is classified as rent of land which is a separate category.  If it is impossible to split receipts earned from ownership of land from that earned from the fixed structure on it, the transaction should be recorded under this category.

	Reporting date
	The date of the last day of the reporting period to which the financial statements relate.

	Research
	Original and planned investigation undertaken with the prospect of gaining new scientific or technical knowledge and understanding.

	Reserves and funds
	An account set-aside to meet planned and unexpected costs that may arise in the future

	Resident
	in relation to a municipality, means a person who is ordinarily resident in the municipality.

	Residential property
	A property included in a valuation roll in terms of section 48 (2) (b) as residential.

	Residual interest
	Any contract that manifests an interest in the assets of an entity after deducting all of its liabilities. A residual interest includes contributions from owners, which may be shown as:

(a) equity instruments or similar forms of unitised capital; 

(b) a formal designation of a transfer of resources (or a class of such transfers) by the parties to the transaction as forming part of the entity's net assets, either before the contribution occurs or at the time of the contribution; or 

(c) a formal agreement, in relation to the contribution, establishing or increasing an existing financial interest in the net assets of an entity.

	Residual value of an asset
	The estimated amount that an entity would currently obtain from disposal of the asset, after deducting the estimated costs of disposal, if the asset was already of the age and in the condition expected at the end of its useful life.

	Restrictions on transferred assets
	Stipulations that limit or direct the purposes for which a transferred asset may be used, but do not specify that future economic benefits or service potential is required to be returned to the transferor if not deployed as specified.

	Restructuring
	A programme that is planned and controlled by management, and materially changes either: 

(a) the scope of an entity's activities; or 

(b) the manner in which those activities are carried out.

	Retrospective application
	Applying a new accounting policy to transactions, other events and conditions as if that policy had always been applied.

	Retrospective restatement
	Correcting the recognition, measurement and disclosure of amounts of elements of financial statements as if a prior period error had never occurred.

	Return on plan assets
	Interest, dividends and other revenue derived from the plan assets, together with realised and unrealised gains or losses on the plan assets, less any costs of administering the plan (other than those included in the actuarial assumptions used to measure the defined benefit obligation) and less any tax payable by the plan itself.

	Revenue
	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 relating to contributions from owners.

	Revenue [Fund Segment]
	Sources of funding for general use to execute the functions and powers allocated to Municipality.  This category includes Major Tariff Services, Fines, Penalties and Forfeits, Taxes, Returns-on-Investments (Interest and Dividends), Equitable Shares, Administrative and Registration Fees.  Sale of Assets could also fall within this category.

	Revenue cost of free basic services
	Revenue foregone is reflected as "income" on the revenue side and "expenditure" on the expenditure side.  Revenue foregone consists of section 15 of the Municipal Property Rates Act, Exemptions, Reductions and Rebates and excludes section 17 "Other Impermissible Rates" and section 21 "Compulsory Phasing-in of Certain Rates".

	Revenue from services 
	Generation:  Generation services revenue

Transmission:  Transmission services revenue – This account should only be used by transmission utilities to record revenues from transmission of electricity on behalf of others (ie. Distributors, etc.)

Distribution:  Sale of Electricity – Distribution charges revenue:  This account should record revenues from network distribution charge that should not be included in sales/distribution/reticulation of electricity accounts.

	Road transport
	Road transport is transport on roads of passengers or goods.

	Royalties
	Royalties (payment to the holder of a patent or copyright or resource for the right to use their property), received by the municipality.  

	S

	Sale/distribution/reticulation of electricity
	The following list of tariff revenues accounts for distribution Utilities is only indicative, and may not be exhaustive. 

Domestic low (Indigent)/Prepaid:  This account should record the net billing for electricity supplied for low usage domestic (indigent/prepaid) purposes.

Domestic high (Conventional):  This account should record the net billing for electricity supplied for conventional domestic purposes.

Commercial Conventional (Single Phase):  This account should record all revenue resulting from the sale of electrical energy used by customers classified as commercial conventional (single phase).

Commercial Conventional (3-Phase):  This account should record all revenue resulting from the sale of electrical energy used by customers classified as commercial conventional (3-phase).

Commercial Prepaid:  This account should record all revenue resulting from the sale of electrical energy used by customers classified as commercial prepaid.

Industrial (400 Volts) (Low Voltage):  This account should record all revenue resulting from the sale of electrical energy used by customers classified as Industrial low-voltage.

Industrial (11 000 Volts) (High Voltage):  This account should record all revenue resulting from the sale of electrical energy used by customers classified as Industrial high-voltage.

Special/Negotiated tariffs:  This account should record all revenue resulting from the sale of electrical energy used by customers classified under special/negotiated tariff arrangements.

Agricultural/ Rural/Farm dwellings tariffs:  This account should record all revenue resulting from the sale of electrical energy used by customers classified as agricultural/rural/farm dwellings.

Sports grounds/Churches/Holiday/old age homes:  This account should record all revenue resulting from the sale of electrical energy used by customers classified as sports grounds/churches/holiday/old age homes.

Water pumps:  This account should record all revenue resulting from the sale of electrical energy used for water pumps.

Street Lighting:  This account should record all revenue resulting from the sale of electrical energy used for the lighting of streets and parks

Government Assistance Directly Credited to Income:  This account should record government assistance/grants towards current expenses or revenues, including grants for Basic Free Electricity. It should also record government assistance that has been deferred, and is subsequently amortized to income as related expenses are incurred.

Own-use/Interdepartmental Energy Sales:  This account should record amounts charged by the electric department at tariff or other rate determined in accordance to RRM Volume 1 for electricity supplied by it to other electric utility departments and/or for its own use.

Revenue Adjustment:  This account should record both unbilled revenue adjustments and prior year billing adjustments. Each adjustment should be completely described.

Miscellaneous service revenues: Affiliates & Inter-Affiliates:  This account should record all revenues (tariff, non-conventional or non-tariff) for services and charges billed to affiliates, in accordance with the provisions of each Utility's policy on affiliate transactions as prescribed in RRM Volume 1. These transactions are not specifically provided for in other accounts.

Miscellaneous service revenues:  This account should record tariff revenues as outlined in the terms and conditions, non-conventional or non-tariff revenues for all miscellaneous services and charges billed to customers which are not specifically provided for in other accounts.

Export sales:  This account should record revenue from sale to of network services and/or electricity sales to customers domiciled outside South Africa. This account should include a record all revenues activities related to pool electricity.  A sub-account should be created within this account to record and track/record separately and report to the Energy Regulator expenses related to these export sales or network service.  

	Sale of goods and rendering of services
	This category consist of sales and services rendered provided that the municipality produced or partially produced the good or service.

	Sales expenses
	Miscellaneous sales expenses:  This account should record the cost of labour, materials used and expenses incurred in connection with sales activities, except merchandising, which are includible in the account for "Informational and instructional advertising expenses".  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

	SALGA
	South African Local Government Association recognised in terms of section 2(1)(a) of the Organised Local Government Act, 1997 (Act No. 52 of 1997).

	Sand mining
	Sand mining is a practice that is used to extract sand, mainly through an open pit.  However, sand is also mined from beaches, inland dunes and dredged from ocean beds and river beds. It is often used in manufacturing as an abrasive, for example, and it is used to make concrete. As communities grow, construction requires less wood and more concrete, leading to a demand for low-cost sand. Sand is also used to replace eroded coastline. 

	Secondary costing
	Secondary costing collectively refers to “Departmental Charges, Internal Billing and Activity Based Costing.  Primary cost-elements are like material costs, personnel costs, energy costs, operational cost, etc where a corresponding accounts exists in the Item Segment Expenditure component.  Secondary cost-elements are like production costs, material overheads, production overheads; they can be created and administered only in the Financial Modelling Segment.  These are used in internal cost allocation, overhead calculation, and determining cost reflective tariffs.  

	Sectional titles act
	Sectional Titles Act 1986 (Act No. 95 of 1986).

	Sectional title scheme
	A scheme defined in section 1 of the Sectional Titles Act.

	Sectional title unit
	A unit defined in section 1 of the Sectional Titles Act.

	Segment
	An activity of an entity :

(a) that generates economic benefits or service potential (including economic benefits or service potential relating to transactions between activities of the same entity); 

(b) whose results are regularly reviewed by management to make decisions about resources to be allocated to that activity and in assessing its performance; and 

(c) for which separate financial information is available.

	Self generation
	A generator installed on a customer’s side of the utility meter that provides electricity for a portion, or all, of that customer’s electric load.

	Separate financial statements
	Financial statements presented by a controlling entity, an investor in an associate or a venturer in a jointly controlled entity in which the investments are accounted for on a basis of the direct interest in the net assets rather than on the basis of the reported results and net assets of the investees.

	Service authority
	The power of a municipality to regulate the provision 5 of a municipal service by a service provider.

	Service charges
	This group of accounts provides for the fees charged to cover services related to the primary product or service being purchased, being electricity, waste management, water and waste water.  

	Service delivery agreement
	An agreement between a municipality and an institution or person mentioned in section 76(b) in terms of which a municipal service is provided by that institution or person, either for its own account or on behalf of the municipality.

	Service provider
	A person or institution or any combination of persons and institutions which provide a municipal service.

	Service utility
	A Municipal entity established in terms of section 82(1)(c).

	Share of surplus/deficit attributable to associate
	An associate is an entity in which another entity owns a significant portion of voting shares, usually 20–50%. In this case, an owner does not consolidate the associate's financial statements. Ownership of over 50% creates a subsidiary, with its financial statements being consolidated into the parent's books.

	Share of surplus/deficit attributable to joint venture using equity method
	A contractual agreement joining together two or more parties for the purpose of executing a particular business undertaking. All parties agree to share in the profits and losses of the enterprise.

	Share of surplus/deficit attributable to minorities
	In accounting, minority interest (or non-controlling interest) is the portion of a subsidiary equity that is not owned by the parent.

	Short-term borrowings
	This account is for recording current borrowing.  Borrowing is money received with the implied or expressed intention of returning the same or an equivalent to the borrower with same interest.  

	Short-term employee benefits
	Employee benefits (other than termination benefits) that are due to be settled within twelve months after the end of the period in which the employees render the related service.

	Significant influence
	The power to participate in the financial and operating policy decisions of an activity, but is not control or joint control over those policies.

	Social security fund
	A particular kind of government unit that is devoted to the operation of one or more social security schemes.  A social security fund must satisfy the general requirements of an institutional unit.  This is, must be separately organised from the other activities of government units, hold its assets and liabilities separately, and engage in financial transactions on its own account.

	Social services
	Social services seeks to improve the quality of life and wellbeing of an individual, group, or community by intervening through research, policy, community organising, direct practice, and teaching on behalf of those afflicted with poverty or any real or perceived social injustices and violations of their human rights.  Research is often focused on areas such as human development, social policy, public administration, psychotherapy, program evaluation, and international and community development.  

	Speaker
	A councillor elected in terms of section 36 to be the chairperson of a municipal council as envisaged in section 160(1)(b) of the Constitution.

	Special rating areas
	Special rating areas as determined by the Local Government:  Municipal Property Rates Act, Section 22 Special Rating Areas.  

	Specified public benefit activity
	An activity listed in item 1 (welfare and humanitarian), item 2 (health care) and item 4 (education and development) of Part 1 of the Ninth Schedule to the Income Tax Act.

	Sport and recreation
	In a development context the definition of sport usually includes a broad and inclusive spectrum of activities in which people of all ages and abilities can participate, with an emphasis on the positive values of sport. In 2008, the UN Inter-Agency Task Force on Sport for Development and Peace defined sport, for the purposes of development, as ‘all forms of physical activity that contribute to physical fitness, mental well-being and social interaction, such as play, recreation, organised or competitive sport, and indigenous sports and games’.

	Standards of GRAP
	Standards, Interpretations and Directives issued by the Accounting Standards Board.

	State plans
	Plans other than composite social security programmes established by legislation which operate as if they are multi-employer plans for all entities in economic categories laid down in legislation.

	State trust land
	Land owned by the state:  (a) in trust for persons communally inhabiting the land in terms of a traditional system of land tenure; (b) over which land tenure rights were registered or granted; or (c) which is earmarked for disposal in terms of the Restitution of Land Rights Act 1994 (Act No. 22 of 1994).

	Stipulations on transferred assets
	Terms in laws or regulation, or a binding arrangement, imposed upon the use of a transferred asset by entities external to the reporting entity.

	Straight Lined Operating
	This account is for lease payments relating to "non-market related rates" under an operating lease shall be recognised as an expense in the statement of financial performance on a straight-line basis over the lease term unless another systematic basis is more representative of the time pattern of the user’s benefit.

	Sub-lease Payment
	This account is for recording the future minimum sublease payments expected to receive under non-cancellable subleases at the reporting date.  [GRAP 13.46]

	T

	Tax expenditures
	Preferential provisions of the tax law that provide certain taxpayers with concessions that are not available to others.

	Taxable event
	The event that the government, legislature or other authority has determined will be subject to taxation.

	Taxes
	Economic benefits or service potential compulsorily paid or payable to entities, in accordance with laws and or regulations, established to provide revenue to government. Taxes do not include fines or other penalties imposed for breaches of the law.

	Termination benefits
	Employee benefits payable as a result of either: 

(a) an entity's decision to terminate an employee's employment before the normal retirement date; or 

(b) an employee's decision to accept voluntary redundancy in exchange for those benefits.

	Tourism
	Tourism activities managed by municipalities.

	Trade and other payable exchange transactions
	Accounts that are owed to suppliers (trade creditors) as distinguished from accrued interest, rent, salaries, taxes, and other such accounts.  In exchange transactions the municipality receive equal value for the payment made to the creditor.  

	Trade and other receivables from exchange transactions
	A current asset resulting from selling goods or services on credit (on account).  Exchange transactions are transactions in which one entity receive assets or service, or has liabilities extinguished, and directly gives approximately equal value (primarily in the form of cash, goods, services, or use of assets) to another entity in exchange.

	Trading services
	Providing a service to customers at a tariff determined to “recover cost”.

	Transaction costs
	Incremental costs that are directly attributable to the acquisition, issue or disposal of a financial asset or financial liability (see Appendix A paragraph AG57 of the Standard of GRAP on Financial Instruments). An incremental cost is one that would not have been incurred if the entity had not acquired, issued or disposed of the financial instrument.

	Transfer date
	The date on which the acquirer obtains control of the function and the transferor loses control of that function.

	Transfer of functions
	The reorganisation and/or the re-allocation of functions between entities by transferring functions between entities or into another entity.

	Transferor
	The entity that relinquishes control of a function.

	Transfers
	Inflows of future economic benefits or service potential from non-exchange transactions, other than taxes.

	Transfers and subsidies
	Transfers include all unrequited payments made by the municipality to another institutions, businesses and individuals; it does not constitute final expenditure by the municipality.  A payment is unrequited provided that the municipality does not receive anything directly in return for the transfer to the other party.  Subsidies are unrequited payments that municipality’s makes to public corporations and private enterprises, these payments usually have a direct policy outcome, either by subsidising the price of goods and services or by influencing the level of production.

	Transmission expenses – operation and maintenance
	Operation & Maintenance Supervision and engineering:  This account should record the cost of labour and expenses incurred in the general supervision and direction of the operation and maintenance of the transmission system as a whole. Direct supervision of the same, shall be charged to the appropriate account.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

The utility may also, if it so desires, create further subcategories as separate between operation and maintenance expenses.

Operation & Maintenance Control centre operations:  This account should record the cost of labour, materials used and expenses incurred in control centre operations pertaining to the transmission of electricity.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

The utility may also, if it so desires, create further subcategories as separate between operation and maintenance expenses.

Operation & Maintenance Station equipment expenses:  This account should record the cost of labour, materials used and expenses incurred in operating and maintenance of transmission sub-stations and switching stations, the book cost of which is recorded in the account for "Station equipment".  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Operation & Maintenance Overhead lines expenses:  This account should record the cost of labour, materials used and expenses incurred in operation and maintenance of transmission plant, the book cost of which is recorded in the accounts for "Towers and fixtures", "Poles and fixtures", "Overhead conductors and devices".  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Operation & Maintenance Underground lines expenses:  These accounts should record the cost of labour, materials used and expenses incurred in the operation and maintenance of transmission lines, the book cost of which is recorded in the account for "Underground conductors and devices".  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Operation & Maintenance Miscellaneous transmission expenses:  This account should record the cost of labour, materials used and expenses incurred in transmission map and record work, transmission office expenses, and other transmission expenses not provided for elsewhere.  This account should be subdivided in sub accounts as to keep track of cost of 

· Labour 

· Consumables 

· Other expenses

Operation & Maintenance servitude (right of way) payments:  The expense associated with operating and maintaining transmission servitude (right of way) properties is the only expenditures to be accounted for within this account.  If payments cover property used for more than one function, such as production plant and transmission, or by more than one department, the payment should be apportioned to the appropriate account on an actual, or if necessary, a fully allocated cost basis.  The costs for the property when incurred by the Utility should be charged to the accounts appropriate for the expense, as if the property were owned.

Operation & Maintenance of structures:  This account should record the cost of labour, materials used and expenses incurred in the operations and maintenance of structures, the book cost of which is recorded in account for "Structures and improvements".  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Operation and Maintenance of vegetation management:  This account should record the cost of labour, materials used and expenses incurred in operation and maintenance of plant specially related to the control of trees, brush and general vegetation which may affect the safe and reliable operation of the transmission system.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses

Operation & Maintenance IT support:  This account should record the cost of labour, materials used and expenses incurred in operation and maintenance of owned or leased Information Technology (IT) systems which is assignable to transmission operations and is not provided for elsewhere.  This account should be subdivided into the following sub accounts so as to keep track of cost of labour, consumables, other expenses, etc, separately.

· Labour

· Material & supplies used

· Other expenses



	Transmission plant
	Land:  This account should record the cost of land used in connection with transmission operations.

Land rights:  This account should record the cost of land rights used in connection with transmission operations.

Buildings, fixtures and improvements:  This account should record the cost of buildings, fixtures and improvements used in connection with transmission operations.

Leasehold improvements:  This account should record the cost of additions, improvements or alterations made to premises the utility leases from others. The cost of the leasehold improvements shall be depreciated over the term of the lease or the service life of the improvement, whichever is shorter.  Renewal provisions in the lease agreement shall be disregarded in amortizing leasehold improvements.   This account can be subdivided into as many classifications as are required.

Station equipment:  This account should record the cost installed of transforming, conversion, and switching equipment used for changing the characteristics of electricity in connection with its transmission or for controlling transmission circuits.

System communication and control:  This account shall include the cost of all installed equipment utilized for the purposes of providing control, operation and observation of the status of the transmission system. e.g. Supervisory Control and Data Acquisition System (SCADA) communication equipment, Digital and Analog Microwave system, repeater stations etc

Towers and fixtures:  This account should record the cost installed of towers and appurtenant fixtures used for supporting overhead transmission conductors.

Poles and fixtures:  This account should record the cost of installed transmission line poles, wood, steel, concrete, or other material, together with appurtenant fixtures used for supporting overhead transmission conductors.

Overhead conductors and devices:  This account should record the cost of installed overhead conductors and devices used for transmission purposes.

Underground conduit:  This account should record the cost installed of underground conduit and tunnels used for housing transmission cables or wires.

Underground conductors and devices:  This account should record the cost installed of underground conductors and devices used for transmission purposes.

Roads and trails:  This account should record the cost of roads, trails, and bridges used primarily as transmission facilities.  The cost of temporary roads, bridges, etc., necessary during the period of construction but abandoned or dedicated to public use upon completion of the plant, should be charged to the accounts appropriate for the construction.

Asset retirement costs for transmission plant:  This account should record asset retirement costs on plant included in the transmission plant function.

	Type
	In relation to municipalities, means a type of municipality envisaged in section 155(2) of the Constitution, and defined in Part 2 of Chapter 1 of this Act.

	Typical work streams
	Projects are created under this group for “operational projects” for example agricultural projects, capacity building, training and development, spatial planning, etc.  Typically, these “projects” consist of various expense-items contributing to the outcome or objective of an initiative.  

	U

	Unearned finance revenue
	The difference between: 

(a) the gross investment in the lease; and 

(b) the net investment in the lease.

	Unguaranteed residual value
	That portion of the residual value of the leased asset, the realisation of which by the lessor is not assured or is guaranteed solely by a party related to the lessor.

	Unusual/infrequent items
	Unusual/infrequent income:  This account should be credited with gains of unusual nature and infrequent occurrence, which would significantly distort the current year's income computed before Unusual/infrequent Items, if reported other than as Unusual/infrequent items. Income tax relating to the amounts recorded in this account should be recorded in the account for "Income taxes, utility operating income".

Unusual/infrequent deductions:  This account should be debited with losses of unusual nature and infrequent occurrence, which would significantly distort the current year's income computed before Unusual/infrequent Items, if reported other than as Unusual/infrequent items. Income tax relating to the amounts recorded in this account should be recorded in the account for "Income taxes, utility operating income".

	Useful life (of a leased asset)
	The estimated remaining period, from the commencement of the lease term, without limitation by the lease term, over which the economic benefits or service potential embodied in the asset are expected to be consumed by the entity.

	Upgrade and additions
	Upgrades and additions relating to other non-infrastructure capital assets  – Includes activities aimed at improving the capacity and effectiveness of an asset above that of the intended purpose.  The decision to renovate, reconstruct or enlarge an asset is a deliberate investment decision which may be undertaken at any time and is not dictated by the condition of the asset, but rather in response to a change in demand and or change in service requirements.  [The Budget Reporting Format refers to Enhancements/Rehabilitation is an improvement or augmentation of an existing asset (including separately depreciable parts) beyond its originally recognised service potential for example, remaining useful life, capacity, quality and functionality.]

Includes activities aimed at improving the capacity and effectiveness of an asset above that of the intended purpose.  The decision to renovate, reconstruct or enlarge an asset is a deliberate investment decision, which may be undertaken at any time and is not dictated by the condition of the asset, but rather in response to a change in demand and or change in service requirements.  The Budget Reporting Format refers to enhancements/rehabilitation as an improvement or augmentation of an existing asset (including separately depreciable parts) beyond its originally recognised service potential for example, extending the remaining useful life, capacity, quality and functionality.

	Useful life (of an asset)
	(a) the period over which an asset is expected to be available for use by an entity; or 

(b) the number of production or similar units expected to be obtained from the asset by an entity.

	Utility Operating Revenue & Expense
	Operating revenues – Distribution:  This account should show the total amount of the account balances from the related accounts. 

Operation and maintenance expense:  This account should show the total amount of the account balances from the related accounts 

Depreciation and amortization expense:  This account should record the amount of depreciation and amortization expense for all classes of depreciable electric plant in service. Records should be kept that allow depreciation expense to be shown by plant account.  The Utility should keep such records of property and property retirements as will reflect the service life of property which has been retired and aid in estimating probable service life by appropriate methods; and also such records as will reflect the percentage of salvage and costs of removal for property retired from each account, or subdivision thereof, for depreciable electric plant.

Depreciation expense for asset retirement costs:  This account should record the depreciation expense for asset retirement costs included in electric utility plant in service.

Amortization of electric plant acquisition adjustments:  This account should be debited or credited, as the case may be, with approved amounts included in operating expenses for the purpose of providing for the extinguishment of the amount in the account for "Electric plant acquisition adjustments".

Regulatory debits:  This account should be debited, when appropriate, with the amounts credited to the account for "Regulatory liabilities", to record regulatory liabilities imposed on the Utility by the ratemaking actions of the Energy Regulator. This account should also be debited, when appropriate, with the amounts credited to the account for "Regulatory assets", concurrent with the recovery of such amounts in rates.

Regulatory credits:  This account should be credited, when appropriate, with the amounts debited to the account for "Regulatory assets", to establish regulatory assets. This account shall also be credited, when appropriate, with the amounts debited to the account for "Regulatory liabilities", concurrent with the return of such amounts to customers through rates.

Taxes other than income taxes, utility operating income:  This account should record the amounts of all other taxes assessed, except income taxes. Such taxes may include "payments in-lieu of taxes", municipal and school taxes, property taxes, property transfer taxes, commodity taxes, and franchise fees.  This account should be charged in each accounting period with the amount of taxes which are applicable thereto, with concurrent credits to the account for "Current income taxes payable", or the account for "Prepayments", as appropriate. When it is not possible to determine the exact amount of taxes, the amounts should be estimated and adjustments made in current accruals as the actual tax levies become known.  The charges made to this account should be made or supported so as to show the amount of each tax and the basis upon which each charge is made.

Income taxes, utility operating income:  This account should include the amounts of income taxes on income and large corporation tax amounts properly accruable during the period covered by the income statement to meet the actual liability for such taxes. Concurrent credits for the tax accruals should be made to the account for "Current income taxes payable", and as the exact amounts of taxes become known, the current tax accruals should be adjusted by charges or credits to these accounts, so that these accounts as nearly as can be ascertained should reflect the actual taxes payable by the Utility.

Provisions for future income taxes, utility operating income:  The balance in this account should represent the amount provided for future income taxes in the fiscal year.  The offsetting entry to this provision should be to the account for accumulated future income taxes (debit) and/or the account for "Accumulated future income taxes (credit)" as per the instructions for those accounts.

VAT, utility operating activities:  This account should record input/output VAT for utility operating activities. Concurrent credits and debits for the VAT input and output taxes should be made to the account for "VAT" under liabilities,

Gains / Losses from disposition of utility plant:  This account should record, as approved by the Energy Regulator, amounts relating to gains or losses from the disposition of future use utility plant including amounts which were previously recorded in and transferred from the account for "Electric plant held for future use", under the provisions of paragraphs. Income taxes relating to gains recorded in this account should be recorded in the account for "Income taxes, utility operating income.  The Utility should record in this account gains or losses resulting from the settlement of asset retirement obligations related to utility plant in accordance with the accounting prescribed in General Instructions for Electric Plant

Accretion expense asset retirement obligation:  This account should be charged for accretion expense on the liabilities associated with asset retirement obligations included in the account for "Asset retirement obligations", related to electric utility plant.

Revenues from electric plant leased to others:  These accounts should record revenues from electric property constituting a distinct operating unit or system leased by the Utility to others, and which property is properly included in the account for "Electric plant leased to others".

Expenses of electric plant leased to others:  This account should record and the expenses attributable to such property leased to others. The detail of expenses should be kept or supported so as to show separately the following: 

(1) Operation and Maintenance. 

(2) Depreciation. 

(3) Amortization.

	Utility plant
	All equipment used for the generation, transmission and distribution of electricity or an account in which record is kept of this equipment.  Includes Plant in Service, Purchased or Sold, in Process of Reclassification, Leased to Others, Held for Future Use, Under Construction and Acquisition, Adjustments and Adjustment Accounts without deduction of Accumulated Provision for Depreciation and Amortisation.

· Electric plant in service:  This account should contain the original cost of electric plant owned and in use by the Utility in its electric utility operations, and having an expectation of life in service of more than one year of date of installation, including such property owned by the Utility but held by nominees.

· Property under capital leases:  This account should contain the amount recorded under capital leases for plant leased from others and used by the Utility in its utility operations.  The electric property included in this account shall be classified separately according to the detailed accounts for electric plant in service.

· Experimental electric plant:  This account should record the cost of electric plant which was constructed as a research development and demonstration plant and due to the nature of the plant it is deemed desirable to operate it for a period of time in an experimental status.  Amounts in this account should be transferred to the “Electric plant in service” account or “Non-utility property” account as appropriate when the project is no longer considered as experimental.

· Electric plant leased to others:  This account should record the original cost of electric plant owned by the Utility, but leased to others as operating units or systems, where the lessee has exclusive possession.  The property included in this account shall be classified according to the detailed accounts prescribed for electric plant in service and this account shall be maintained in such detail as though the property were used by the owner in its utility operations.

· Electric plant held for future use:  This account shall include the original cost of electric plant owned and held for future use in electric service under a definite plan for such use to include (1) property acquired but never used by the utility in electric service but held for such service in the future under a definite plan and (2) property previously used by the utility in service but retired or mothballed from such service and held pending its reuse in the future, under a definite plan in electric services.  The property included in this account should be classified in a manner similar to the detail prescribed for electric plant in service and the account should be maintained in such detail as though the property were in service. 

· Construction work in progress - Electric:  This account should record the total of the balances of work orders for electric plant in process of construction.  Work orders should be cleared from this account as soon as practicable after completion of the job.  Expenditures on research, development and demonstration projects for construction of utility facilities are to be included in a separate subdivision in this account.  Records must be maintained to show separately each project along with complete detail of the nature and purpose of the research, development and demonstration project together with the related costs.

· Electric plant acquisition adjustment:  This account should record the difference between:

· The cost to the accounting utility of electric plant acquired as an operating unit or system by purchase, merger, consolidation, liquidation or otherwise

· The original cost, estimated (if not known) of such property, less the amount or amounts credited by the accounting Utility at the time of acquisition to accumulated provisions for Depreciation and Amortisation and contributions in aid of construction with respect to such property.

Debit amounts recorded in this account related to plant and land acquisition may be amortised to the account “Amortisation of electric plant acquisition adjustments” over a period not longer than the estimated remaining life of the properties to which such amounts relates.  Credit amounts recorded in this account should be accounted for as directed by the Energy Regulator.

· Gross value of contributions and grants-credits:  This account should record amounts relating to contributions or grants in cash, services or property from governments or government agencies, corporations, individuals and others received in aid of construction or for acquisition of capital assets.  This account should be maintained so that the company can supply information as to the purpose of each contribution or grant, the conditions, if any, on which it was made, the amount of contributions or grants from governments or government agencies, corporations, individuals and others and the amount applicable to each Electric Plant in Service account.

	Utility plant in service
	That portion of a utility’s plant that is devoted to the operations of the company.  Excludes Plant Purchased or Sold, In Process of Reclassification, Leased to Others, Held for Future use, Under Construction and Acquisition Adjustment Accounts without deduction of Accumulated Provision for Depreciation and Amortisation.

	V

	Value in use of a cash-generating asset
	The present value of the future cash flows expected to be derived from an asset or cash-generating unit.

	Value in use of a non-cash-generating asset
	The present value of the asset’s remaining service potential.

	VAT Payable
	This account should record input and output tax transactions during the accounting period, corresponding with the debits credits being made to the appropriate accounts for input, output VAT and VAT refunds/offsets.

	VAT Receivable
	VAT receivable from SARS.

	Venturer
	A party to a joint venture and has joint control over that joint venture.

	Vested employee benefits
	Employee benefits that are not conditional on future employment.

	Vote
	The term “vote” is used to divide the budget into segments and the council then approves the budget according to the votes by means of a council resolution.  The definition requires “votes” to be defined at the departmental or functional level; reason being municipalities are structured around departments, which in most instances tend to be linked to specific functions.  

	W

	Ward
	A ward mentioned in item 2 of Schedule 1.

	Ward committee
	A ward committee was established in terms of section 73.

	Waste (Refuse, Rubbish, etc.) Management
	The collection, transportation, and disposal of garbage, sewage, and other waste products.  Waste management encompasses management of all processes and resources for proper handling of waste materials, from maintenance of waste transport trucks and dumping facilities to compliance with health codes and environmental regulations.

	Waste Water Management
	Wastewater management encompasses a broad range of efforts that promote effective and responsible water use, treatment, and disposal and encourage the protection and restoration watersheds.

	Water Management
	Water resource management is the activity of planning, developing, distributing and managing the optimum use of water resources.  It is a sub-set of water cycle management.  Water resource management planning has regard to all the competing demands for water and seeks to allocate water on an equitable basis to satisfy all uses and demands.  

	Wheeling service
	 The use of the transmission facilities of one system to transmit power and energy by agreement of and for another system with a corresponding wheeling charge.

	Whole Country Domestic
	Whole country domestic is the posting-level for all transactions made within the borders of the Republic of South Africa.  

	Whole of the Province
	Whole of the Province is the posting-level for all transactions made within the Provincial Borders and not contributing to a specific community.  

	Wind energy
	Energy produced by harnessing the force of the wind.  In a wind energy conversion system such as a windmill, the energy of wind is used to turn the shaft or a generator, that in turn usually produces direct current.  This direct current is usually converted to alternating current before being fed into a utility grid system.
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