Bela Bela Local Municipality
{Registration rumber LIM 366}
Annual Financial Statements
for the year ended 30 June 2018




Bela Bela Local Municipality
{Registration number LIM 366)

Annual Financial Statements for the year ended 30 June 2019

General Information

Legal form of entity

Nature of business and principal activities

Executive Committee
Mayor

Executive councillors

Speaker

Chief Whip

Councillors

Grading of local authority
Accounting Officer
Chief Finance Officer (CFO)

Registered office

Postal address

Bankers

Auditors

Attorneys

Municipality in terms of section 1 of the Local Government: Municipal
Structures Act (Act No. 117 of 1898) read with section 115 (1) of the
Constitution of the republic of South Africa {Act No, 108 of 1998)

Bela-Bela is a category B Local Municipality performing the functions
as set out in the Constitution (Act No 108 of 1998)

Hon. M.J Ngebeni

Clir 5.E Maluleka

Cllr M.N Ras
Cllr R.Z. Moeletsi
Clir M.H Ledwaba

Cllr M.D. Senosha
ClIr F.S Hiungwane
Clir L.R. Modimola
Clir Y.M.S. Malete
Clir M.A. Shika

Clir M.J. Makhubela
Clir 8.D. Seale

Clir P.M. Aphane
Clir K.L, Mothokwa
ClIr T.R. Masemola
Clir A.R. Mosweou
Clir Maname

Level 3
Mr. §.M Makhubela
Mr. R.M Marutha

58 Chris Hani Drive
Bela Bela

Bela Bela Local Municipality
Private Bag X1609

Bela Bela

0480

Absa Bank Limited

Auditor-General of South Africa
Registered Auditors

Molote Attorneys ‘
Mohale Incorporatad Attorneys




Bela Bela Local Municipality

(Registration number LIM 368)

Annual Financial Stafements for the year ended 30 June 2019

General Information

Level of assurance

Published

L ocal Government: Municipal Finance Management Act {Act No. 56 of
2003)

Local Government: Municipal Systems Act (Act No. 117 of 1988)
Local Government: Municipal Structures Act (Act No.117 of 1998)
Consitution of the Republic of South Africa (Act Ne.108 of 1998)
Municipal Property Rates Act (Act No. 8 2004)

Division of Revenua Act (Act no 1 of 2007

31 August 2019




Bela Bela Local Municipality
(Regisfration number LIM 366}
Annual Financial Statements far the year ended 30 June 2019

Index

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

Page
Accounting Officar's Responsibilities and Approval 4
Statement of Financial Position 8
Statement of Financial Parformance 8
Statement of Changes in Net Assets 7
Cash Flow Statement 8
Statement of Comparison of Budget and Actual Amounts 9-13
Appropriation Statement 14-15
Accounting Pelicies 16-43
Notes to the Annual Financial Statements 44 -94
Ccoib Compensation for Occupational injuties and Diseases
CRR Capital Replacement Reserve
DBSA Development Bank of South Africa
IGRAP Interpretation of Generally Recogised Accounting Practice
GRAP Generally Recognised Accounting Practice
GAMAP Generally Accepted Municipal Accounting Practice
HDF Housing Development Fund
IAS International Accounting Standards
iIMFO Institute of Municipal Finance Officers
IPSAS International Public Sector Accounting Standards
WME's Municipal Entities
MEC Membar of the Executive Council
MFMA Municipal Finance Management Act
SA GAAP South African Statements of Generally Accepted Accounting Practice




Beia Bela Local Municipality
{Registration number LIM 3686)
Annual Financial Stataments for the year ended 30 Juhe 2018

Accounting Officer's Responsibilities and Approval

The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), o maintain .adeguate
accounting records and is responsible for the contant and infegrity of the annual financial statements and related financial
information included in this report. It is the responsibility of the accounting officer to ensure that the annual financial statements
fairly present the state of affalrs of the municipality as at the end of the financial year and the results of its operations and cash
flows for the period then ended, The external auditors are angaged to express an indepetident opinien on the annual financial
statements and was given unrestricted acesss to all financial records and related data.

The annual financial statements have been prepared in accordance with Standards of Generally Recaognised Accounting
Praciice {GRAP} including any interpretations, guidelines and directives issued by the Accolnting Standards Board,

The annual financial statements are based upon éppropriate accourting pollcles consistently applied and supported by
reasonable and prudent judgements and estimates.

I, as ihe accounting officer acknowledges that he is ultimately responsible for the system of internal financial control
established by the municipality and place considerable impostance on maintaining a strong control envirenment. To enabls tha
accounting officer to meet these responsibifities, the accounting officer sets standards for internal control aimed at reducing the
risk of error or deficitin a cost effective manner, The standards includs the propet delegation of responsibiiities within a ciearly
definad framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable Jevel of risk.
These confrole are monitored throughout the municipality and all employses are required to maintain the highest ethical
standards In ensuring the municipality’s business is conducted in a mannher that in all reasonakle circumstances Is above
reproach. The foous of risk managernent in the municibality is on identifying, assessing, managing and monitering all known
forms of risk across the municipaiity. While operating risk cannot be fully eliminated, the municipality endeavours to minimise it
by ensuring that appropriate infrastructure, confrole, systems and ethical behaviour are applied and managed within
predetermined procedures and constraints.

| am of the opinion, based on the information and explanations given by management, that the system of internal control
provides reasonable assurarcae that the financial records may be relied on for the preparation of the annual financial
statements. However, any system of internal financial control can provide only reasonabls, and not ahsolufe, assurance
against material misstatement or deficit.

| have reviewad the municipality’s cash flow forecast for the year to 30 June 2020 and, in the light of this review and the current
financlal position, he is satisfied that the municipality has or has access ic adequaie resources to continue in operational
existence for the foreseeable future.

The municipality is wholly dependent on the National Treasury for continued funding of cperations. The annugl financiai
statements are prepared on the basis that the municipality is a going concern and that the National Treasury has neither the
intantion nor the nesd to liquidate or curtail materially the scale of the municipality.

Although | am primarily responsible for the financial affairs of the municipality, this is supported by the municipality's exlernal
auditors.

| would like to bring ihe following matters under your attention:

| certify that salaries, allowances and henefits of counciliors as disclosed in note 31 to these annual financial statements are
within the upper limits of the framewerk envisaged in saction 218 of the Constitutien of the Republic of South Africa, read with
the Remunerafion of Public Office Bearers Act, Act 20 of 1998, and ihe Minister of Provinolal and Local Govarnment's
determination in accordance with this Act.

The annual financial-statements set cut on pages 5to 84, which have been prepared on the going concem basis, were
approfd by the o ting officer on 31 August 2019 and were signed on its behaif by

Mr. 8.M Makhubela
Accounting officer

Bela-Bela
Saturday, 31 August 2019

4 - Saturday, 31 August 2019 - 22:45




Bela Bela Local Municipality
(Registration number LIM 386)
Annual Financial Statements for the year ended 30 June 2019

Statement of Financial Position as at 30 June 2019

Figures in Rand Note(s) 2019 2018
Restated”
Assets
Current Assets
Inventaries 9 267,725 206,228
Receivables from exchange transactions 10 2,417,418 2,296,087
Recelvables from non-exchange transactions 11 6,401,680 9,549,661
VAT receivable 12 11,866,219 14,178,187
Consumer debtors 13 8,505,498 9,875,521
Agreements 8 602,024 140,812
Sundry receivables 1,886,241 1,385,213
Cash and cash equivalents 14 13,086,692 4,175,225

45,123,497 41,806,944

Non-Current Assets

Investment property 3 284 835,563 282,015,408
Properiy, plant and equipment 4 737,497,398 687,794,114
Intangible assefs 5 2,178,400 2,485,478
Heritage assets 6 538,850 538,950
Agreements 8 182,470 185,665
1,025,232,781 973,029,616
Total Assets 1,070,356,278 1,014,836,560
Liabilities
Current Liabilities
Finance lease obligation 15 - 7,669,362
Payables from exchange transactions 18 149,303,167 146,426,096
Consumer deposits 20 5,778,684 5,649,712
Unspent conditional grants and receipts 16 41,289,900 1,002,259
Provisions 17 1,624,205 935,412
Unknown deposits 18 4,499,524 5,845,204

172,495,480 187,528,045

Non-Current Liabilities

Employee benefit obligation 7 33,448,643 41,613,870
Pravisions 17 53,760,003 48,988,307

87,208,646 91,610,177
Total Liahilities 259,704,126 259,138,222
Net Assets 810,652,152 755,698,338
Accumulated surplus 810,652,129 755,698,338

* See Note 45



Bela Bela Local Municipality
(Registration number LIM 366)
Annual Financial Statements for the year ended 30 June 2019

Statement of Financial Performance

Figures in Rand Note(s) 2019 2018
Restated*
Revenue
Revenue from exchange transactions
Service charges 22 150,321,887 150,649,448
Sale of goods and rendering of services 276,874 231,792
Rental of facilities and equipment 1,375,575 1,216,348
Agency services 2,496,703 -
Licences and permits 1,241,208 3,625,789
Cemetry Fees 323,554 311,568
Commission received 70,841 56,010
Demand charges 454,263 619,167
Other income 23 7,371,152 3,419,003
Interest received - investment 24 12,787,808 8,845,041
Fair value adjustments 2,820,154 3,602,232
Actuarial gains 25 13,767,173 2,704,246
Total revenue from exchange transactions 202,307,193 176,570,644
Revenue from non-exchange transactions
Taxation revenhue
Property rates 26 68,760,503 62,003,315
Transfer revenue
Government grants & subsidies 27 172,373,407 183,093,009
Fines, Penalties and Forfeits 6,090,600 15,526,100
Total revenue from non-exchange transactions 247,224,600 240,622,514
Total revenue 21 449,531,793 417,193,158
Expenditure
Employee related costs 28 (130,726,348) (125,469,241)
Remuneration of councillors 29 (7,363,908)  (6,869,374)
Depreciation and amortisation 30 (29,950,597) (32,291,196)
Impairment of assets 31 - (24,776,266)
Finance costs 32 (11,549,753) {12,306,342)
Debt Impairment 33 (36,879,735) (33,484,428)
Bulk purchases 34 (97,198,508) (88,576,610)
Contracted services 35 (2,053,550) -
Loss on disposal of asseats and liabilities (76,765) (50,399,271)
General expenses 38 (78,836,808) (84,064,541)
Total expenditure (394,635,969) (458,237,269)

Surplus {deficit) for the year

54,895,824

(41,044,111)

* See Note 45




Bela Bela Local Municipality
{Registration number LIM 366)
Annual Financial Statements for the year ended 3C June 2019

Statement of Changes in Net Assets

Accumulated Total net
Figures in Rand surplus assets
Balance at 01 July 2017 796,742,449 796,742,449

Changes in net assets
Surplus for the year

Total changes

Restated* Balance at 01 July 2018
Changes in net assets
Surplus for the year

Total changes
Balance at 30 June 2019
Note(s)

{41,044111)

(41,044,111)

(41,044,111)

(41,044,111}

755,756,305

54,895,824

755,756,305

54,895,824

54,895,824

54,895,824

810,652,129

810,652,129

* See Note 45




Bela Bela Local Municipality
{(Registration number LIM 366)
Annual Financial Statements for the year ended 30 June 2019

Cash Flow Statement

Figures in Rand Note(s) 2019 2018
Restated®

Cash flows from operating activities

Receipts
Property Rates 73,582,697 70,602,131
Sale of goods and services 132,596,130 154,836,483
Grants 182,661,048 138,592,667
Interest income 1,764,101 742,068
Other receipts 11,771,104 13,754 876
402,375,080 378,328,125
Payments
Employee costs {136,783,873) (128,560,770)
Suppliers (171,322,568) {151,585,759)
Finance costs (4,031,427)  (4,838,697)
{312,137,866) (285,095,226)
Net cash flows from operating activities 39 90,237,214 92,332,899
Cash flows from investing activities
Purchase of property, plant and equipment 4 (73,656,385) (78,740,331)
Proceeds from sale of investment property 3 - 800,001
Purchase of other intangible assets 5 - {(657.642)
Net cash flows from investing activities (73,656,385} (78,597,972)
Cash flows from financing activities
Finance lease payments (7,669,362) (10,860,743)
Net increasef/(decrease) in cash and cash equivalents 8,911,487 2,874,184
Cash and cash equivalents at the baginning of the year 4,178,225 1,301,041
Cash and cash equivalents at the end of the year 14 43,086,692 4,175,225

* See Note 45



Bela Bela Local Municipality
{Registration number LIM 366)
Annual Financial Statements for the year ended 30 June 2019

Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved Adjustments  Final Budget Actual amounts Difference Reference
budget on comparable between final
hasis budget and

Figures in Rand actual
Statement of Financlal Performance
Revenue
Revenue from exchange
transactions
Service charges 192,018,301 - 192,018,301 159,321,887 (32,696,414) N1
Rendering of services - - - 276,874 276,874
Rental of facilities and equipment 1,838,182 - 1,939,182 1,375,575 {563,607} N2
Interest received (trading) 10,604,220 - 10,804,220 - {10,604,220)
Agency services - - - 2,496,703 2,498,703 N5
Licences and permits 7,259,000 - 7,259,000 1,241,209  (6,017,791) N3
Town planning scheme - - - 323,554 323,554 N8
Commission recaived - - - 70,841 70,841 N4
Demand charges - - - 454,283 454,263
Other income 1 8,584,828 - 8,584,828 - (8,584,828) N7
Other income - (rollup) - - - 7,371,152 7,371,152
Interest received - investment 4,069,000 - 4,069,000 12,787,808 8,718,808 N3
Total revenue from exchange 224,474,531 - 224,474,531 185,719,866 (38,754,665)
transactions
Revenue from non-exchange
transactions
Taxation revenue
Proparty rates 84,995,541 - 84995541 63,760,503 (16,234,948) N9
Transfer revenue
Government grants & subsidies 84,840,000 . B4,B40,000 172,373,407 87,633,407 N10
Fines, Penalties and Fotfeits 19,598,000 - 19,598,000 6,090,600  {13,507,400) N1
Total revenue from non- 189,433,541 - 189,433,541 247,224,600 57,791,059
exchange transactions
Total revenue 413,908,072 - 413,908,072 432,944,466 19,036,394
Expenditure
Persannel (128,936,085) - (128,936,085) (130,726,348}  {1,790,263)
Remunaration of councillors (7,364,169) - (7,364,169)  (7,363,908) 263
Depreciation and amortisation (48,000,004) - (48,000,004) (29,950,597) 18,049,407 N12
Finance costs {7,317,130) - (7,317,130)  (14,549,753)  (4,232,623) N13
Debt impairment (17,000,000) 7,500,000  (9,500,000) (36,879,735) (27,379,735) N14
Buik purchases (103,393,160)  (5,100,000) (108,493,160) (97 198,509) 11,294,651 N16
Contracted Services (24,026,010) 6,967,000 (17,959,010)  (2,053,550) 15,905,460 N17
General Expanses (39.803,460) (17,626,000) (57,519,460) (78,836,806) (21 ,317,348)
Other materials (20,796,835) 6,800,000 (22,996,835) - 22,996,835
Total expenditure (406,626,853)  (1,459,000) (408,085,853) (394,559,204) 13,526,649
Operating surplus 7,281,219  (1,459,000) 5,822,219 38,385,262 32,563,043
Loss on disposal of assets and - - - {76,765) {76,765)
liahilities
Fair value adjustments - - - 2,820,154 2,820,154
Actuarial gainsflosses - - - 13,787,173 13,787,173

“ - - 16,510,562 16,510,562




Bela Bela Local Municipality
(Registration number LIM 366)
Annual Financiat Statements for the year ended 30 Jung 2019

Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved Adjustments  Final Budget Actual ameunis  Difference Reference

budget on comparable between final
basis budget and
Figures in Rand actual
Surplus before taxation 7,281,219 (1,459,000) 5,822,218 54,895,824 49,073,605

Actual Amount on Comparable 7,281,219 {1,459,000) 5,822,219 54,805,824 49,073,605
Basis as Presented in the

Budget and Actual

Comparative Statement

Reconciliation

10



Bela Bela Local Municipality
(Registration number LIM 366)
Annual Financial Statements for the year ended 30 June 2019

Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis
Approved Adjusiments  Final Budget Actual amounts Difference Referenca
budget on comparable between final
basis budget and
Figures in Rand actual
Statement of Financial Position
Assets
Current Assets
Inventories 120,000 - 120,000 267 725 147,725
Receivables from exchange - - - 2,417,418 2,417,418
transactions
Receivabies from non-exchange - - - 6,491,880 6,491,680
transactions
VAT receivable - - - 11,888,219 11,886,219
Consumer debtors 29,334,528 - 29,334,526 8,505,498  (20,829,028)
Agreamants - - - 602,024 602,024
Sundry receivables - - - 1,886,241 1,886,241
Unkown deposits 12,422,487 - 12,422,487 - {12,422,487)
Cash and cash equivalents 45,000,000 4242000 49,242,000 13,086,602  (36,155,308)
86,877,013 4,242,000 91,119,013 45,123,497  (45,995516)
Non-Current Assets
Investment property 181,000,000 _ 181,000,000 284835563 103,835,563
Property, plant and equipment 676,758,358 - 676,758,358 737,497,308 60,739,040
Intangible assets 3,000,000 - 3,000,000 2,178,400 (821,600)
Heritage assets - - - 538,950 538,850
Agreements - - - 182,470 182,470
860,758,358 - 860,758,358 1,025,232,781 164,474,423
Total Assets 947,635,371 4,242 000 951,877,371 '4,070,356,278 118,478,907
Liabilities
Current Liabilities
Payables from exchange 87,856,412 . 67,856,412 149,303,167 81,448,755
transactions
Consumer deposits - 5,700,000 5,700,000 5,778,684 78,684
Unspent conditionhal grants and - - - 11,289,900 11,289,800
receipts
Provisions 11,550,327 - 11,550,327 1,624,205  (9,926,122)
Unknown deposits - - - 4,499,524 4,499,524
79,406,739 5,700,000 85,108,739 172,495,480 87,388,741
Non-Current Liabilities
Employee benefit obligation - - - 33448543 33,448,643
Provisions 43,426,553 . 43,426,553 53,750,003 10,333,450
43,426,553 - 43,426,553 87,208,646 43,782,093
Total Liabilities 122,833,292 5,700,000 128,533,202 250,704,126 131,170,834
Net Assets 824,802,079 {1,458,000) 823,344,079 810,652,152 {12,691 ,927)

11




Bela Bela Local Municipality

(Registration number LIM 366)
Annual Financial Statements for the year ended 30 June 2019

Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved Adjustments  Finaf Budget Actual amounts Difference Reference

budget on comparable between final
basis budget and
Figures in Rand actual
Net Assets
Net Assets Attributable to
Owners of Controlling Entity
Researves
Accumulated surplus 824802070  (1,458,000) 823,344,078 310,652,120 (12,691,850)
Total Net Assets 824,802,079 (1,458,000) 823,344,079 810,652,129 (12,691,950)

12



Bela Bela Local Municipality

(Registration number LIM 366)

Annual Financial Statements for the year ended 30 Jung 2019

Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved Adjustments  Final Budget Actual amounts Difference Reference
budgat on comparable between final
basis budget and
Figures in Rand actual
Cash Flow Statement
Cash flows from operating activities
Receipts
Taxation - = - 73,582,697 73,582,697
Sale of goods and services 246,155,000 . 246,155,000 134,410,100 (114,744,900)
Grants 177,041,000 . 177,041,000 182,661,048 5,620,048
{nterest income 11,819,000 - 11,819,000 12,787,808 968,808
Other receipts 32,093,000 - 32,093,000 3,003,612  (28,099,388)
467,108,000 - 467,108,000 404,435,265 (62,672,735)

Payments

Employees and suppliers
Suppliers

Finance costs

Net cash flows from operating
activities

(309,001,000)

{308,001,000)

(133,659,161)
{174,155,110)

175,341,839
(174,155,110}

Cash flows from investing activities

Purchase of property, plant and
equipment

Net cash flows from investing
acftivities

Cash flows from financing activities

Increase in consumer deposits
Finance lease payments

Net cash flows from financing
activities

Net increase/{decrease) in cash
and cash equivalents

Cash and cash equivalenis at
the beginning of the year

Cash and cash equivalents at
the end of the year

{7,317,000) - (7,317,000) (3,861,334) 3,425,666
{316,318,000) - (316,318,000) (311,705,605) 4,612,395
150,790,000 . 150,790,000 92,729,660 {58,060,340)
(94,597,000) 16,057,000  (78,540,000) (76,148,831) 2,391,189
(04,596,998) 16,057,000 (78,539,998) (76,148,831) 2,391,167
4,458,000 - 4,458,000 - (4,458,000)
- - - (7869,362) (7,669,362)
4,458,000 - 4,458,000  (7,669,362) (12,127,362)
50,651,002 16,057,000 76,708,002 8,911,467 (67,796,535) 1
1,301,000 - 1,301,000 4,175,225 2,874,225
61,952,002 16,057,000 78,009,002 13,086,892  (64,922,310)

13
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Bela Bela Local Municipality
(Registration number LIM 3886)
Annual Financial Statements for the year ended 30 June 2019

Accounting Policies

1. Presentation of Annual Financial Statements

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

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historical
cost convention as the basis of measurement, unless specified otherwise. They are presented in South African Rands. All
figures are rounded to the nearest Rand.

Assets, liabilities, revenues and expenses were not offset, except whers offsetting is either required or permitted by a Standard
of GRAP.

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

These accounting policies are consisient with the previous period.
1.1 Going concern assumption

These annual financial statements have been prepared based on the expectation that the municipality will continue to
operate as a gaing concern for at least the next 12 months.

1.2 Materiality

Material omissions or misstatements of items are material if they could, individually or collectively, influence the decisions or
assessments of usars made on the basis of the financial statements. Materiality depends on the natute 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.

Assessing whether an omission or misstatemant could influence decisions of users, and so he material, requires consideration
of the characteristics of those users, The Framework for the Preparation and Presentation of Financial Statements states that
users are assumed to have a reasonable knowledge of government, its activities, accounting and a willingness to study the
information with reasonable diligence, Therefore, the assessment takes into account how users with such attributes could
reasonably be expected to be influenced tn making and evaluating decisions.

1.3 Significant judgements and sources of estimation uncertainty

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

Loans and receivables

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

The impairment for loans and receivables is first ecaleulated for individually significant loans and receivables and then
calculated on a porifolio basis for the remaining balanca, including those individually significant loans and receivables for
which ne indicators of impairment were found. For amounts due to the municipality, significant financial difficulties of the
receivable, probability that the receivable will enter bankruptey and default of payments are all considered indicators of
impairment.

For loans and receivables an impairment loss is recognised in surplus and deficit when there is chjective evidence that it is
impaired. The impairment is measured as the difference between the receivable's carrying amount and the present value of
estimated future cash flows discounted at the effective interest rate, computed at initial recegnition (if practically determinable).
Where the effactive interest rate at initial recognition is not practically determinable, the government bond rate is used as the
risk-free rate and adjusted for any risks specific fo the loans and receivables.
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Bela Bela Local Municipality
(Registration number LIM 386)
Annual Financial Statements far the year ended 30 June 2018

Accounting Policies

1.3 Significant judgements and sources of estimation uncertainty {continued)
Fair value estimation

The fair value of financial instruments traded in active market is based on quoted market prices at the end of the reporting
period. The quoted market price used for financial assets held by the municipality is the current bid price.

Impairment testing

The recoverable amounts of potentially impaired cash-generating units and individual assets have been determined based on
the higher of value-in-use calculations and fair values less costs to sell. These calculations require the use of estimates and
assumptions. It is reasonably possible that the value-in use assumption may change which may then impact our estimations
and may then require a material adjustment to the carrying value of assets

Value in use of cash-generating assets

The municipality reviews and tests the carrying value of assets when events or changes in circumstances suggest that the
carrying amount may not be recoverable. Assets are grouped at the lowest level for which identifiable cash flows are largely
indspendent of cash flows of other assets and liabilities. If there are indications that impairment may have occurred, estimates
are prepared of expected future cash flows for each group of assets. Expacted future cash flows used to determine the value in
use of assets are inherently uncertain and could materially change over time. They are significantly affected by a number of
factors, together with economic factors such as such as exchange rates and inflation interest.

Value in use of non-cash-generating assets

The municipality reviews and tests the carrying value of non-cash-generating assets when events or changes in circumstances
suggest that the carrying amount may not be recoverable. If there are indications that impairment may have occlirred, the
remaining service potential of the asset is determined. The most appropriate approach selected to determine the remaining
service potential is dependent on the availability of data and the nature of the impairment.

Provisions

Provisions were ralsed and management determined an estimate based on the information availzble. Additional disclesure of
these estimates of provisions are included in note 17 - Provisions.

Useful lives of property, plant and equipment and other assets

The municipality's management determines the estimated useful lives and related depreciation charges for its property, plant
and equipment and other asseis. This estimate involves a matter of judgement based on the experience of the municipality with
cimilar assats. The municipality considers all facts and circumstances in estimating the useful lives of assets, which includes
the consideration of financial, technical and other factors. Management will increase the depreciation charge where useful lives
are less than previously estimated useful lives and decrease the depreciation charge where useful lives are more than
previously estimated useful lives.

Post-retirement benefits

The present value of the post-retirement and long-term obligations depends on a number of factors that are determined on an
actuarial basis using a number of assumptions. The assumptions used in determining the net cost {income) include the
discount rate. Any changes in these assumpticns will impact on the carrying amount of post-retirement and long-term
abligations. ‘

The municipality determines the appropriate discount rate at the end of each year. This is the interest rate that should be used
to determine the present value of estimated future cash outflows expacted to be required to setile the post-retirement and long-
term obligations. In determining the appropriate discount rate, the municipality considers the (interest rates of high-quality
corporate bonds) market yields at the reporting date on government bonds that are denominated in the currengy in which the
benefits will be paid, and that have terms to maturity approximating the terms of the related pension or other long-term liability.
Where there is no deep market in government bonds with a sufficiently long maturity to match the estimnated maturity of all the
benefit payments, the municipality uses current market rates of the approptiate term to discount shorter term payments, and
estimates the discount rate for longer maturities by extrapolating cutrent market rates along the yield curve.

Other key assumptions for post-retirement and other long-term obligations are based on current market condifions. Additional
information is disclosed in Note 7.
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Bela Bela Local Municipality
(Registration number LIM 366)
Annual Financial Statements for the year ended 30 June 2018

Accounting Policies

1.3 Significant judgements and sources of estimation uncertainty {(continued)
Effective interest rate

The municipality uses the prime interest rate to discount future cash flows.

1.4 Investment property

Investment property is property (land or a buiiding - or part of a building - or both) held to earn rentals ar for capital appreciation
ar both, rather than for:

. use in the production or supply of goods or services; or for

. administrative purposes; or

. sale in the ordinary course of operations.

Investment property is recognhised as an asset when, it is probable that the future ecanemic benefits or service potential that
are assaciated with the investment property will flow to the municipality, and the cost or fair vatue of the investment property
can be measured reliably.

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

Wheare investment property is acguired through a non-exchange transaction, its cost is its fair value as ai the date of
acquisition.

Costs include costs incurred initially and costs incurred subseguently to add fo, or to replace & part of, or service a property. If a
replacement part is recognised in the carrying amount of the investment property, the carrying amount of the replaced part is
derecognised.

Fair value

Subsequent to initial measurement investment property is measured at fair value.

The fair value of investment property reflects market conditions at the reporting date.

A gain of loss arising from a change in fair value is Included in net surplus or deficit for the period in which it arisas.

Investment property is derecognised on disposal or when the investment property is permanently withdrawn from use and no
future economic benefits or service potential are expected from its disposal.

Galhs or losses ansing from the retirement or disposal of investment property is the difference between the net disposal
proceeds and the carrying amount of the asset and is recognised in surplus or deficit in the period of retirement or disposal.

Compensation from third parties for investment property that was impaired, lost or given up is recognised in surplus or deficit
whan the compensation becomes receivable.

The municipality separately discloses expenditure to repair and maintain investment property in the notes to the annual
financial statements (see note 3).

The municipality discloses relevant information relating to assets under construction or developtment in the notes to the annual
financial statements, which include: the cumulative expenditure recognised in the carrying value of investment property; the
carrying value of investment property that is iaking a significantly longer period of time to complete than expected; and the
carrying value of investment property where construction or davelopment has been halted (see note 3).

1.5 Property, plant and equipment

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

The cost of an item of property, plant and equipment is recoghised as an asset when:
- it is probable that future economic benefits or service potential associated with the item will flow to the
municipality; and
. the cost or fair value of the item can be measured refiably.
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Bela Bela Local Municipality
(Registration number LIM 386)
Annual Financial Statements for the year ended 30 June 2018

Accounting Policies

1.5 Property, plant and equipment {continued)
Preperty, plant and equipment are Initially measured at cost.

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

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

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

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

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

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

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

items such as spare parts, standby equipment and servicing equipment are racognised when they meet the definition of
property, plant and equipment.

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

Subsequent to initial measurement property, plant and equipment are carried at cost [ess accumulated depreciation and any
impairment losses.

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

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

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

Item Depreciation method Averagelrange of useful
life
Buildings Straight-iine 15-60 years
Community Straight-line 10-80 years
Emergency equipment Straight-line 2-B years
Fumiture and fixtures Straight line 5years
infrastructure Straight-line 5-100 years
Land Straight-line Indefinite
Leased property Straight-line 5 years
Metor vehicles Straight-line 3-10 years
Office equipment Straight-line 5-12 years
Plant and equipment Straight-line 4-10 years
Recreational facilities Straight-iine 10-100 years
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Bela Bela Local Municipality
{Regisfration number LiM 366)
Annual Financial Statements for the year ended 30 Junhe 2019

Accounting Policies

1.5 Property, plant and equipment {continued)

The municipality assesses at each reporting date whether there is any indication that the municipality's expectations about the
residugl value and the usefu! life of an asset have changed since the praceding reporting date. If any such indication exists, the
municipality revises the expected useful life and/or residual value accordingly. The change is accounted for as a change in an
accounting estimate in terms of the Standard of GRAP on Accounting Policies, Changes in Estimates and Errors.

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

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

Assets which the municipafity holds for rentals to others and subsequently routinely sell as part of the ordinary course of
activities, are transferred to inventories when the renfals end and the assets are available-for-sale, Proceeds from sales of
these assets are recagnised as revenue. All cash flows on these assets are included In cash flows fram operating activities in
the cash flow statement.

The municipality separately discloses expenditure to repair and maintain property, piant and equipment in the notes fo the
annual financial statements (see nate 4).

The municipality discloses relevant information refating to assets under construction or development in the netes to the annual
financiai statements, which include: the cumulative expenditure recagnised in the carrying value of an item of property, plant
and equipment; the carrying value of an item of property, plant and equipment that is taking a significantly longer period of time
to complate than expected; and the carrying valug of an item of wroperty, plant and equipment where canstruction or
development has been halted (see note 4).

Compensation from third parties for an item of property, plant and equipment that was impaired, lost or given up is recognised
in surplus or deficit when the compensation becomes receivable.

1.6 Site restoration and dismantling cost
The municipality has an obligation to dismantls, remove and restore ltems of propetty, plant and equipment. Such
ohligations are referred to as ‘decommissioning, restoration and similar Yiabiliies’. The cost of an item of
property, piant and equipment includes the initial eatimate of the costs of dismantling and removing the item and
restoring the site on which it is located, the obligation for which the municipality incurs gither when the item is
acquired or as a cansequence of having used the item during a particular period for purposes other than to
produce inventories during that period.

I§ the reiated asset is measured using the cost model:

{a) subject to (b), changes in the liability are added to, or deducted from, the cost of the related asset in the current
period,;

{b) if a decrease in the liability exceeds the carrying amount of the asset, the excess is recoghised immediately in
surpius or deficit; and

{(¢) i the adjustment results in an addition to the cost of an asset, the municipality considers whether this is an
indicaticn that the new carrying amount of the asset may nat be fully recoverable. If it is such an indication, the
asset is tested for impairment by estimating its recoverable amount er recoverable service amount, and any
impairment foss is recognised in accordance with the accounting policy an Impaitment of cash-genetating asseis
and/or Impairment of non-cash-generating assets .

1.7 Intangible assets

An intangible asset is an identifiable, non-monstary asset without physical substance. The municipality has classified
computer software as intangible assets.

An asset is identifiable if it either:

. is separable, i.e. is capable of being separated or divided from the municipality and sold, transferred, licensed,
rented or exchanged, either individually or together with a related contract, identifiable assets or liability,
regardiess of whether the entity intends to do so; or

. arises from binding arrangements (including rights from cantracts), regardiess of whether those rights are
transferable or separable from the municipality or from other rights and obligations.
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Bela Bela Local Municipality
(Registration numnber LIM 386)
Annual Financisl Statements for the year ended 30 June 2019

Accounting Policies

1.7 Intangible assets (continued) i : ,

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

An intanglble asset is recoghised when: -
+  itis probable that the expected future economic bensfits or service potential that are attributable to the asset will
fiow to the municipality; and i
. the cost or fair valug of the asset can be measured reliably.

The municipality assesses the probability of expected future ecaoncmic henefiss ar service potential using reasonable and
supportable assumptions that represent managemeant's best estimate of the set of economic canditions that will exist over the
useful life of the asset.

Where an intangibie asset is acquired through a non-exchange fransaction, its initial cost at the date of acquisition is measured
at its fair value as at that date. :

Subsequent to initial measurement intangible assets are carrled at cost less any accumulated amortisation and any
impairment losses. :

Amortisation is provided on a straight line basis over the expacted useful fives of the intangible assets.
The amortisation period and the amortisation methed for intahgible assets are reviewed at each reporiing date. Should the

estimate change the municipality ravises the expected useful life accordingly. The change is accounted for as a change in an
accounting estimate in terms of the Standard of GRAP on Accounting Palicies, Changes in Estimates and Error.

Amortisation is provided to write down the intangible assefs, on a straight-line basis to their residual values as follows: , i any.
The amortisation charge for each peried is recagnised in surplus or deficit.

The usaful lives of intangible assets have beeh assessead as follaws:

ltem ' Depreciation method Averagefrange of useful
) Iife

Computer software Straight-line - 2-byears

Servitudes Straight-line Indefinate

Intangible assets are deracognised:
. on dispaosal; or
«  when no future sconomic bensfits or service potential are expected from its use or disposal.

The gain or loss arising fram the derecognition of an intangible asset is included in surplus or deficit when the asset is
derecagnised. The gain or loss arising from the derecognition of an intangible asset is determined as the diffarence between
the net disposal proceeds, if any, and the carrying amount of the asset.

1.8 Heritage assets

Heritage assets are assels that have a cultural, environmental, historical, natural, scientific, technological or artistic éigniﬂcance
and are held indefinitely for the benefit of present and future generations. The municipality has classified historic buildings as
heritage assets. -

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

The municipality separately discloses expenditure to repair and maintain heritage assets in the notes to the annual financial
statements (see note 8),




Bela Bela Local Municipality
(Registration number LIM 366)
Annual Financia! Statements for fhe year ended 30 June 2018

Accounting Policies

1.8 Heritage assets (continued)
Recognition

The municipality recoghises a heritage asset as an asset if it is probable that future economic benefits or service potential
associated with the asset will flow to the municipality, and the cost or fair value of the asset can be measured reliably.

Initial measurement

Heritage assets are measured at cost.

Subsequent measurement

After recognition as an asset, a class of heritage assets is carrled at cost less any accumulated impairment losses.
Impairment

The municipality assesses at each reporting date whether there is an Indication that it may be impaired. If any such indication
exists, the municipality estimates the recoverable amount or the recoverable service amount of the heritage asset.

Derecognition

The municipality derecognises heritage asset on disposal, or when ho future economic benefits or setvice potential are
expected from its use or disposal.

The gain or loss arising from the derecognition of a heritage asset is included in surplus or deficit when the item is
derecognised. The gain or loss arising from the derecognition of a heritage asset is determined as the difference between the
net disposal proceeds, if any, and the carrying amount of the asset.

1.9 Impairment of cash-generating assets

Cash-generating assets are assets used with the objestive of generating a commercial return. Commercial return means that
positive cash flows are expected to be significantly higher than the cost of the asset.

A cash-generating unit is the smallest identifiable group of assets used with the 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.

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

Useful life Is either:
«  the period of time over which an asset is expected to be used by the municipality; or
. the number of producticn or similar units expected to be obtained from the asset by the municipality.

Judgements made by managemeant in applying the criteria to designate assets as cash-generating assets or non-cash-
generating assets, are as follows: the current profitability of the unit, as well as managemnt's assessment of the possibility of a
unit becoming profitable.
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Bela Bela Local Municipality
(Registration number LIM 366)
Annual Financial Statements for the year ended 30 June 2019

Accounting Policies

1.9 Impairment of cash-generating assets {continued)
Designation

At initial recognition, the municipality designates an asset as non-cash-generating, or an asset or cash-generating unit as cash-
generating. The designation is made on the basis of the municipality's objective of using the asset.

The municipality designates an asset or a cash-generating unit as cash-generating when:.
. its objective is to use the asset or a cash-generating unit in a manner that generates a commercial return; such that
. the asset or cash-generating unit will generate positive cash flows, from continuing use and its ultimate disposal, that
are expected to be significantly higher than the cost of the asset.

An asset used with the objective of generating a commercial return and service delivery, is desighated either as a cash-
generating asset or non-cash-generating asset based on whether the municipality expects to use that asset to generate a
commercial return. When it is not clear whether the objective is to use the asset to generate commercial return, the municipality
desighates the asset as a non-cash-generating asset and applies the accounting policy on Impairment of hon-cash-genetating
assels,

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

The municipality assesses at each reporting date whether there is any indication that a cash-generating asset may be
impaired. 1f any such indication exists, the municipality estimates the recoverable amount of the asset.

Value in use

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

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

Basis for estimates of future cash flows

In measuring value in use, the municipality:

. bases cash flow projections on reasonable and supportable assumptions that represent management's best
sstimate of the range of economic conditions that will exist over the remaining useful life of the asset. Greater weight
is given to external evidence;

. bases cash flow projections on the most racent approved financial budgets/forecasts, but excludes any estimated
future cash inflows or outflows expected to arise from future restructuring's or from improving or enhancing the
assef's performance. Projections based on these budgats/forecasts cavers a maximum pericd of five years, unless a
longer period can be justified; and

. estimates cash flow projections beyond the period covered by the most recent budgets/forecasts by extrapolating
the projections based on the budgets/forecasts using a steady or declining growth rate for subsequent years, unless
an increasing rate can be justified. This growth rate does not exceed the long-term average growth rate for the
products, industries, or country or cauniries in which the entity operates, or for the market in which the asset is used,
unless a higher rate can be justified.
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Bela Bela Local Municipality
{Registration number LIM 368)
Annual Financial Statements for the year ended 3G June 2019

Accounting Policies

1.9 Impairment of cash-generating assets {continued)
Composition of estimates of future cash flows

Estimates of fuure cash flows include:

. projections of cash inflows from the continuing use of the asset;

. projections of cash outflows that are necessarily incusred to generate the cash inflows fram continuing use of the
asset {including cash outflows to prepare the asset for use) and can be directly attributed, or aliocated on a
reasonable and consistent hasis, to the asset, and

. net cash flows, if any, to be received {or paid) for the disposal of ine asset at the end of ifs useful life.

Estimates of future cash flows exclude:
. cash inflows or outflows from financing activities; and
. incame tax receipts or payments, whare applicable.

Tha estimate of net cash flows to be received (or paid) for the disposal of an asset at the end of its useful life is the amount that
the municipality expects to obtain from the disposal of the asset in an arm's length transaction between knowiedgeable, willing
parties, after deducting the estimated costs of disposal.

Discount rate

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

Recognition and measurement (individual asset)

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

An impairment loss is recognised immediately in surplus or deficit.

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

After the recognition of an impaimment loss, the depreciation (amoriisation) charge for the cash-generating asset is adjusted in
future periods to allocate the cagh-generating asset's revised carrying amount, fess its residual value {if any), eh a systematic
basis over its remaining useful life.

24




Bela Bela Local Municipality
{Registration number LIM 368)
Annual Financial Statements for the year ended 30 June 2019
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1.9 Impairment of cash-generating assats {continued}
Cash-generating units

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is not
possible to estimate the recoverable amount of the individual asset, the municipality determines the recoverable amount of the
cash-generating unit to which the asset belongs (the asset's cash-generating unit).

If an active market exists for the output produced by an asset or group of assets, that asset or group of assets is identified as a
cash-generating unit, even if some or all of the output is used internally. If the cash inflows generated by any asset or cash-
generating unit are affected by internal transfer pricing, the municipality uses management's best estimate of future price(s)
that could be achieved in arm's length transactions in estimating:
. the future cash inflows used fo determine the asset's or cash-generating unit's value in use; and
. the future cash ouiflows used to determine the value in use of any other assets or cash-generating units that are
affected by the internal ransfer pricing.

An impairment loss is recegnised for a cash-generating unit if the recoverable amount of the unit is less than the carrying
amount of the unit. The impairment is allocated ta reduce the carrying amount of the cash-generating assets of the unit on a
pro rata basis, based on the carrying amount of aach asset In the unit. These reductions in carrying amounts are treated as
impairment logses on individual assets.

In allocating an impairment loss, the entity does not reduce the carrying amount of an asset below the highest of.
. its fair value less costs to sell (if determinable);
. its value in use {if determinable); and
«  Zzero.

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

Where a nan-cash-generating asset contributes to a cash-generating unit, a proportion of the carrying amount of that non-
cash-generating asset is allccated to the carrying amaunt of the cash-generating unit prior to estimation of the recoverable
amount of the cash-generating unit.
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1.9 Impairment of cash-generating assets {continued)
Reversal of impairment loss

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

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the
estimates used to determine the asset's recoverable amount since the last impairment loss was recognised. The carrying
amount of the asset Is increased to its recoverable amount. The increase is a reversal of an impairment loss. The increased
carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would
have been determinad {net of depreciation or amortisation) had no impaimment loss been recognised for the asset in prior
periods.

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

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

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata with
the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment losses for
individual assets. No part of the amount of such a reversal is allocated to a non-cash-generating asset contributing service
potential to a cash-generating unit.

In allocating a reversal of an impaimment loss for a cash-generating unit, the carrying amount of an asset is not increased above
the lower of:
. its recoverable amount (if determinable); and
. the carrying amount that would have been determined {net of amortisation or depreciation) had no impairment loss
been recognised far the asset in prior periods.

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

Redesignation

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

1.10 Impairment of non-cash-generating assets

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

Recoverable service amount is the higher of a non-cash-generating asset's fair value less costs to sell and its value in use,
Judgements made by management in applying the criteria to designate assets as non-cash-generating assets or cash-

generating assets, are as follows: consideration is given to the nature of the assets, whether it is primarily to provide a service
to the comminity, and whether there is any realistic possibly of the asset being used in a commercial and profitable mannet.
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1.10 Impairment of non-cash-generating assets {continued)
Designation

At initial recognition, the municipality designatss an asset as non-cash-generating, or an asset or cash-generating unit as cash-
generating. The designatian is made on the basis of the municipality's objective of using the asset.

The municipality designates an asset ora cash-generating unit as cash-generating when:
. its objective is to use the asset ora cash-generating unit in a manner that generates a commercial return; such that
. the asset or cash-generating unit will generate positive cash flows, from continuing use and its ultimate disposal, that
are expected to be significantly higher than tha cost of the asset.

The municipality designates an asset as non-cash-generating when ifs objective is not to use the asset to generate a
commercial return but to deliver services.

An asset used with the objective of generating a2 commercial return and service delivery, is designated either as a cash-
generating asset or non-cash-generating asset based on whether the municipality expects to use that asset to generate a
commetcial return. When it is not clear whether the objective is to use the asset to generate a commercial return, the
municipality designates the assetas a non-casfi-generating asset and applies this accounting policy.

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

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

Value in use
Valus In use of non-cash-generating assets is the present value of the non-cash-generating assets remaining service potential.

The present value of the remaining service potential of a non-cash-generating asset is determined using the foliowing
approach:

Depreciated replacement cost approach

The present value of the remaining sefvice potential of a non-cash-generating asset is determined as the depreciated
replacement cost of the asset. The replacement cost of an asset is the cos§ to replace the asset's gross service potential. This
cost is depreciatad to reflect the asset in is used condition. An asset may be replaced either through reproduction {replication)
of the existing asset or through replacement of its gross service potential. The depreciated replacemant cost is measured as
the current reproductien or replacement cost of the asset, whichever is lower, less accumulated depreciation calculated on the
basis of such cost, to reflact the already cansumed or expired service potential of the asset.

The replacement cost and reproduction cost of an asset is determined on an “optimised” basis. The rationale is that the
municipality would not replace or reproduce the assat with a like asset if the asset to be replaced or reproduced is an
overdesigned or overcapacity asset. Dverdasigned assets contain features which are unnecessary for the goods or services
the asset provides. Overcapacity assets are assets that have a greater capacity than is necessary to meet the demand far
goods or services the asset provides. The determination of the replacement cost or reproduction cost of an asset on an
optimised basis thus reflects the service potential required of the asset.
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1.10 Impairment of non-cash-generating assets {continuad)
Recognition and measurement

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

An impairment loss is recognised immediately in surplus or deficit.

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

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

Reversal of an impairment loss

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

An impairment loss recagnised in prior periods for a nan-cash-generating asset is reversed if there has bzen a change in the
estimates used to determine the asset's recoverable service amount since the last impairment loss was recognised. The
carrying amount of the asset is increased to its recaverable service amount. The increase Is a reversal of an impairment loss.
The increased carrying amount of an asset atfributable to a reversat of an impairment loss does nat exceed the carrying
amount that would have been determined (net of depreciation or amortisation) had no impairment loss been recoghised for the
asset in prior periods.

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

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

1.41 Financial instruments

A financial instrumant is any contract that gives rise to a financial asset of cne entity and a financial fiability or a residuat
interest of another entity.

A financial asset is:
. cash;
. a residual interest of another entity; or
. a contractual right to:
- receive cash ar another financial asset from another enfity; or
- exchange financial assets or financial liabilities with another entity under conditions that are potentially
favourable to the municipality.

A financial liability is any liability that is a contractual chligation to:
+  deliver cash or another financial asset ta another entity; or
+  exchange financial assets or financial liabilities under conditions that are potentially unfavourable fo the municipality.

A financial asset is past due when a counterparty has failed to make a payment when contractually due.
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1.11 Financial instruments (continued)
Classification

The municipality has the foliowing types of financial assets (classes and category) as reflected on the face of the statement of
financial position or in the notes thereto:

Class Category
Cash and cash equivalents Financial asset measured at amortised cost
Recelvables from exchange transactions Financial asset measured at amortised cost
Receivables from non-exchange transactions Financial asset measured at amortised cost

The municipality has the following types of financial liabilities (classes and category) as reflected on the face of the statement
of financial position or in the notes thereto:

Class Category
Consumer deposits Financial liability measured at amortised cost
Finance lease obligation Financial liabllity measured at amortised cost
Payables from exchange transactions Financial liability measured at amortised cost
Unspent conditional grants and receipts Financial fiability measured at amortised cost

Initial recognition

The municipality recognises a financial asset or a financial liability in its statement of financlal position when the municipality
becomes z party to the contractual provisions of the instrument.

The municipality recognises financial assets using trade date accounting.
Initial measurement of financial assets and financial liabilities

The municipality measures a financial asset and financial liability initially at its fair vaiue plus transaction costs that are directly
attributable to the acquisition or issue of the financial asset or financial Hability, except for financial instruments subsequently
measured at fair value, which are measured at its fair value.

The municipality first assesses whether the substance of & concessionary loan is in fact a foan. On initial recognition, the
municipality analyses a concessionary loan into its component parts and accounts for each component separately. The
municipality accounts for that part of a concessionary loan that is:
e a social benefit in accordance with the Framewark for the Preparation and Presentation of Financial Staiements,
where it is the issuer of the loan; or
. non-exchange revenue, in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions
{Taxes and Transfers), where it is the racipient of the loan.
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1.41 Financial instruments {continued)
Subsequent measurement of financial assets and financial liabllities

The municipality measures all financial assets and financial liabilities after initial recognition using the following categories:
. Financial instruments at amortised cost

All financial assets measured at amartisad cost are subject to an impairment review,
Fair value measurement considerations

The bast evidence of fair value is quoted prices in an active market. If the market for a financial instrument is not active, the
municipality establishes fair value by using a valuation technique. The objective of using a valuation technique is to establish
what the transaction price would have been on the measuremant date In an arm’s length exchange motivated by normal
operating considerations,

Valuation techniques include using recent am’s length market transactions between knowledgeable, willing parties, if
available, referance to the current fair value of another instrument that is substantially the same, discounted cash fiow analysis
and option pricing models. If there is a valuation tachnique commonly used by market participants to price the instrument and
that technigue has been demonstrated to provide reliable estimaties of prices obtained in actual market transactions, the
municipality uses that technique.

The chasen valuation technique makes maximum use of market inputs and relies as little as possible on entity-specific inputs.
It incorporates all factors that market parficipants would consider in setting a price and is consistent with accepted ecanomic
methodolagies for pricing financial instruments. Periodically, the municipality calibrates the valuation technique and tests it for
validity using prices from any observable current market transactions in the same instrument {i.e. without modification or
repackaging) or based on any available observable market data. The fair value of a financial liability with a demand feature
{e.g. a demand deposit} is not less than the amacunt payable on demand discotinted from the first date that the amount could
be required to be paid.

Discounting of short-term receivables and payables

Shartterm receivables and payables are not discounted when the initial credit period granted or received is consistent with
terms used in the public sector, either through established practices or legislation.

Reclassification
The municipality does nof reclassify a financial instrument while it is issued or held unless it is:

. combined instrument that is required to be measured at fair value; or
. an invesiment in a residual interest that meets the requirements for reclassification.

Gains and losses

A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at fair value is
recognised in surplus or deficit.

For financial assets and financial liabilities measured at amortised cost or cost, a gain or foss (s recognised in surplus or daficit
when the financial asset or financial liability is derecognised or impaired, or through the amortisation process.

impairment and uncollectibility of financial assets

The municipality assesses at the end of each reporting period whether there is any objective evidence that a financiai asset or
group of financial assets is impaired.

Financial assets measured at amortised cost:
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1,11 Financial instruments (continued)

If there is objective evidence that an impairment loss on financial assets measured at amortised cost has been incurred, the
amount of the loss is measured as the difference between the asset's carrying amount and the present value of estimated
future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset's original
effective interest rate (if practically determinable). Where the effective interest rate at inifia! recognition is not practically
determinable, the government bond rate is used as the risk-free rate and adjusted for any risks specific to the financial assets.
The carrying amount of the assef is reduced directly OR through the use of an allowance account. The amount of the loss is
recognised in surplus or deficit.

if, In a subsequent period, the amount of the impalrment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised, the previously recognised impairment loss is reversed directly or by
adjusting an allowance account. The reversal does not result in a carrying amount of the financial asset that exceeds what the
amortised cost would have been had the impairment not been recognised at the date the impairment is reversed. The amount
of the reversal is recagnised in surplus or deficit.

Derecognition
Financial assets
The municipality derecognises financial assets using frade date accounting.

The municipality derecognises a financial asset only when:

. the contractual rights to the cash flows fram the financial asset expire, are settled or waived,

. the municipality transfers to another party substantially all of the risks and rewards of ownership of the financial
asset; or

. the municipality, despite having retained some significant risks and rewards of ownership of the financial asset, has
transferred control of the asset to another party and the other party has the practical ability to sell the asset in its
entirety to an unrelated third party, and is able to exerclse that ability unilaterally and without needing to impose
additional restrictions on the transfer. In this case, the municipality:
- derecognises the asset; and
- recognises separately ary rights and obligations created or retained in the transfer.

The carrying amounts of the transferrad asset are allocated between the rights or obiigations retained and those transferred on
the basis of their relative fair values at the transfer date. Newly created rights and obligations are measured at their fair valuss
at that date. Any difference between the consideration received and the amounts racognised and derecognised is recognised
in surplus or deficit in the period of the transfer.

On derecognition of a financial asset in its entirety, the difference between the carrying amount and the sum of the
consideration received Is recognised in surplus or deficit.

Financial liabilities

The municipality removes a financial kability (or a part of a financial liability) from its statement of financial position when it is
extinguished - i.e. when the obligation specified in the contract is discharged, cancelled, expires or waived.

An exchange between an existing borrower and lender of debt instruments with substantially different terms is accounted for as
having extinguished the original financial liability and a new financial liability is recognised. Similarly, a substantial modification
of the terms of an existing financial liability or a part of it is accounted for as having extinguished the original financial liability
ahd having recognised a new financial liability.

The difference betwaen the carrying amount of a financial liabllity {or part of a financial liability) extinguished or transferred to
another party and the consideration paid, including any non-cash assets transferred or liahilities assumed, is recognised in
surplus or deficit. Any liabiliies that ars waived, forgiven or assumed by anather entity by way of a nen-exchange transaction
are accounted for in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions (Taxes and
Transfers).
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1.14 Financial instruments {continued)
Presentation

Interast relating to a financial instrument ot a compenent that is 2 financial liability is recognised as revenue ot expense in
surpius or deficit.

Losses and gains relating to a financial instrument or a component that is a financial liability is recognised as revenue or
expense in surplus or deficit.

1.12 Leases

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

When a lease includes both land and buildings elements, the municipality assesses the classification of each element
separately.

Finance leases - lessee

Finance leases are recognised as assets and liabilities in the statement of financial pasition at amounts equal to the fair value
of the leased property ar, if lower, the present value of the minimum lease payments. The carrespanding liahility to the lessor is
included in the statement of financial position as a finance lease obligation.

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

Any contingent rents are expensed in the period in which they are incurred.

Operating leases - lessee

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

The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line basis.
Any contingent rents are expensed in the period in which they are incurred.
1.13 inventories

inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then their
costs are their fair value as at the date of acquisition.

Subsequently inventories are measured at the lower of cost and net realisable value.
Inventeries are measured at the lower of cost and current replacement cost where they are held for:
. gdistribution at no charge of for a nominal charge; or
* consumption in the praduction process of goods to be distributed at no charge or for a haminal charge.

Net realisable value is 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.

Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date.

The cost of inventaries comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the
inventories to their present location and condition.

The cost of inventories of items that are not ordinarily interchangeable and goads or services produced and segregated for
specific projects is assigned using specific identification of the individual costs.
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1.13 Inventories (continued)

The cost of inventories is assigned using the first-in, first-out (FIFO). The same cost formula is used for all inventories having a
similar nature and use to tha municipality.

When inventoties are sold, the carrying amounts of those inventories are recognised as an expense in the period in which the
related revenue Is recognised. If there is no related revenue, the expenses are recagnised when the goods are distributed, or
related services are rendetred.

The amount of any write-down of inventories to net realisable value or current replacement cost and all losses of inventories
are recognised as an expense in the period the write-down or loss occurs. The amount of any reversal of any write-down of
inventories, arising from an increase in net realisable value or current replacement cost, are recognised as a reduction in the
amount of inventories recognised as an expense in tha period in which the raversal oceurs.,

1.14 Share capital / contributed capital

An equity instrument is any contract that evidences a residual interest in the assets of an municipality after deducting ail of its
liabilities.

1.45 Consumer deposits

Consumer deposits are a partial security for a future payment of an account. All consumers are therefore required to pay a
deposit equal to two months consumption of electricity and water services. Deposits are considered a liability as the deposit is
only refunded once the service is terminated. No interest is paid on deposits.

1.16 Value-added Tax (VAT)

The municipality is registered with the South African Revenue Sarvice (SARS) for VAT on the payment basis, ih accordance
with Section 15(2) of the Value-added Tax Act (Act No. 89 of 1891).

The municipality is registered as a catagory G Vat vendor. VAT raceivable or payable is calculated an a monthly basis. VAT
receivable is treated as current assets while VAT payable is treated as current liability.

1.17 Employee henefits
Employee benefits are all forms of consideration given by the municipality in exchange for service rendered by employees.
Termination benefiis are employee benefits payable as a result of either:

. the municipality's decision ta terminate an employee’s employment bafore the normal retirement date; or

. an smployee's decision to accept voluntary redundancy in exchange for those benefits,

Other long-term employse benefits are employee benefits (other than post-employment benefits and termination benefits) that
are nat due to be settled within twelve months after the end of the period in which the employees render the related service.

Vested employes benefits are employee benefits that are not conditional on future employment.

Composite social security programmes are established by legislation and operate as multi-employer plans to provide post-
employment banefits ag well as to provide benefits that are not consideration in exchange for service rendered by employees.

A constructive obligation is an abligation that derives from the municipality's actions where 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 as a result, the municipality has created a valid expectation on the part of those other parties
that it will discharge those responsibilities.
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1.17 Employee benefits (continued)
Short-term employee henefits

Short-term employes benefits are employee benefits (other than termination benafits) that are due to be settled within 12
months after the end of the period in which the employees render the related service.

Short-term employee benefits include items such as:

= wages, salaries and social security contributions;

. short-term compansated absences (such as paid annual leave and paid sick leave) where the compensation for the
ahsences is due to be settled within 12 months after the end of the reporting period in which the employees render
the related employee service;

. banus, incentive and performance related payments payable within 12 months after the end of the reporting period in
which the employees render the related service; and

. non-menetary benefits (for example, medical care, and free or subsidised goods or services such as housing, cars
and cell phones) for current employees.

When an employee has rendered service to the municipality during a reporting period, the municipafity recognises the
undisceunted amount of short-term employee benefits expected fo be paid in exchange for that service:

. as a liability (accrued expense), after deducting any amount already paid. If the amount already paid exceeds the
undiscounted amount of the benefits, the municipality recognises that excess as an asset (prepaid expense) to the
extens that the prepayment will lead te, far example, a reduction in future payments or a cash refund; and

. a8 an expense, unless another Standard requires or permits the inclusion of the benefits in the cost of an asset.

The expected cost of compensated absences is recoghised as an expense as the employees render services that increase
thair entitlement or, in the case of non-accumulating absences, when the absence occurs. The municipality measures the
expected cost of accumulating compensated absgences as the additional amount that the municipality expects to pay as a result
of the unused entitlement that has accumulated at the reporting date.

The municipality recognises the expected cost of bonus, incentive and performance related payments when the municipality
has a present legal or canstructive abligation to make such payments as a result of past events and a raliable estimate of the
obligation can be made. A present obligation exists when the municipality has no realistic alternative but to make the
payments.

Post-employment benefits

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

Post-employment benefit plans are formal or informal arrangements under which the municipality provides post-employment
benefits for one or more employees.
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1.17 Employee benefits (continued)
Post-employment benefits: Defined benefit plans
Definad benefit plans are post-employmant bengfit plans other than defined contribution plans.

Actuarial gains and losses comptise experience adjustments (the effects of differences between the previous actuarial
assumptions and what has actually occurred) and the effects of changes in aciuarial assumptions. In measuring its defined
berefit liability the municipality recognises actuarial gains and lesses in surplus or deficit in the reporting period in which they
oceur.

Assets held by a long-term employee benefit fund are assets (other than non-transferable financial instruments issued by the
reporting entity’ that are held by an entity (a fund) that is legally separate from the reporting eniity and exists solely to pay or
fund employee benefits and 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 reporiing entity, unless either:
«  the remaining assets of the fund are sufficient to meet all the related amployee hanefit obligations of the plan or the
reporting entity; or
. the assets are returnad to the reporting entity to reimburse it for employee benefits aiready paid.

Current service cost is the increass in the present value of the defined benefit obligation resulting from employee service in the
cuirent period.

Interest cost is the increase during a period in the present value of a defined benefit obligation which arises bacause the
benefits are one period closer to setflement.

Past service cast is 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 henefits or othar long-teym employeg
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). In measuring its defined benefit liability the municipality recognises past service ¢ost as an
expense in the reporting pericd in which the plan is amended.

Plan assets comprise assets held by a long-term employee benefit fund and qualifying insurance palicies.

The present value of a defined bensfit obligation is the present value, without deducting any plan assets, of expected future
payments required to setfle the obligation resulting from employee service in the cutrent and prior periods.

The return on plan assets is interest, dividends or similar distributions 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 te actuarial assumptions used to measure the defined banefit obligation) and less any tax payable by the plan
itself.

The municlpality acceunts not only for its legal obligation under the formal terms of a defined benefit plan, but also far any
caonstructive obiigation that arises from the municipality's informal practices. Informal practices give rise to a constructive
obligation where the municipality has no realistic alternative but to pay employee benefits.

The amount recognised as a defined benefit Hability is the net total of the following amounts:
+  the present value of the defined benefit obligation at the reporting date;
. minus the fair value at the reporting date of plan assets {if any) out of which the obligations are to be settled directly;
«  plus any liability that may arise as a result of a minimum funding requirement

The amount determined as a defined benefit liability may be negative (an asset). The municipality measures the resulting asset
at the lower of:
J the amount determined above; and
. the present value of any economic benefits avallable in the form of refunds from the plan or reductions in future
contributions to the plan. The present value of these economic henefits is determined using a discount rate which
reflects the time value of money.

Any adjustments arising from the limit above is recognised in surplus or deficit.
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1.17 Employee benefits (continued)

The municipality determines ihe present value of definad benefit obligations and the fair value of any plan assets with sufficient
regularity such that the amaounts recognised in the annual financial statements do not differ materially from the amounts that
would be determined at the reporiing date.

The municipality recognises the net total of the following amounts in surplus or deficit, except to the extent that another
Standard requires or permits their inclusion in the cost of an asset:
. current service cost,
interest cost;
the expected raturn on any plan assets and on any reimbursement rights;
actuarial gains and losses;
past service cost; and
the effect of any curtailments or settlements.
the effect of applying the limit on a defined benefit assat (negative defined benefit iability).

a & * & » B

The municipality uses the Projected Unit Credit Method fo determine the present value of its defined benefit obligations and the
related current service cost and, where applicable, past service cost. The Projected Unit Credit Method (sometimes known as
the acerued benefit methad pro-rated on service or as the benefitiyears of service method) sees each period of service as
giving rise to an additienal unit of benefit entitlement and measures each unit separately to build up the final obligation.

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan. The results of the
valuation are updated for any material transactions and other material changes in circumstances (including changes in market
prices and interest rates) up to the reporting date.

The municipality recognises gains or losses on the curtailment or settlement of a defined benefit pian when the cuttailment or
settlernent occurs. The gain or loss on a curtailment or seitlement comprises:

+  any resulting change in the ptesent value of the defined benefit obligation; and

. any resulting change in the fair valus of the plan assets.

Before determining the effect of a curtailment or settlement, the municipality re-measures the obligation (and the related plan
assets, if any) using current actuarial assumptions {including current market interest rates and other current market prices).

Actuarial assumptions
Actuarial assumptions are unhiased and mutually compatible.

Financlal assumptions are based on market expectations, at the reporting date, for the period over which the obligations are to
be settled.

The rate used to discount post-employment benefit obligations (both funded and unfunded) reflect the time value of money.
The currency and term of the financial instrument selected to reflect the time value of money is consistent with the currency
and estimated term of the post-employment banefit obligations.

Post-employment benefit obligations are measured on a hasis that reflects:

. estimated future salary increases;

. the bensfits set out in the ferms of the plan (or resulting from any constructive obligation that goes beyond those
terms) at the reporiing date; and

. estimated future changes in the level of any state benefits fhat affect the benefits payable under a defined benefit
plan, if, and only if, either:

. those changes were enacted befare the reporting date; or

= past history, or other rellable evidence, indicates that those state benefits will change in some predictable manner,
for exampie, in line with future changes in general price lavels or general salary levels.

Assumptions about medical costs take account of estimated future changes in the cost of medical services, resulting from both
inflation and specific changes in medical costs.
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1.17 Employee benefits {continued)
Other long-term employee benefits
The municipality has an obligation to provide other long-term service allowance benefits to all of its employees.

The amount recegnised as a liability for other long-term employee benefits is the net total of the following amounts:
. the present value of the defined benefit obligation at the reporting date,
. minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled directly.

The municipality shall recognise the net total of the following amounts as expense or revenue, except to the extent that another
Standard requires or permits their inclusian in the cost of an asset:

current service cost;

interest cost;

the expected return on any plan assets and on any reimbursement right recognised as an assef;

actuarial gains and losses;

past service cost; and

the effect of any curtailments or seftlaments.

® *» » & ® @

1.18 Provisions and contingencies
A provisian [s a liability of uncertain timing or amount.

Provisions are recognised whern:
. the municipality has a present obligation as a result of a past event;
. it is probable that an outflow of resources embodying economic benefits or service potential will be required to
settle the obligation; and
. a reliable estimate can be made of the obligation.

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

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

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

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

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if itis
no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to settle the
obligation.

Where discounting is used, the carrying amount of a provision Increases in each period to reflect the passage of time. This
increase is recognised as an inferest expense.

A provision is used only for expenditures for which the provision was originally recognised.
Provisions are not recognised for futura operating deficit.

If the municipality has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised and
measured as a pravision.
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1.18 Provisions and contingencies (continued)

A contingent asset is a possible asset that arises from past events, and whose existence will be confirmed only by the
occurrence ar non-occurrence of one or morg uncartain future events not whelly within the control of the municipality.

A contingent liability is:
. a possible abligation that arises from past events, and whose existence wil be confirmed only by the occurrence
or non-oceurrence of one or more uncertain future events not wholly within the control of the municipality; or
. a present cbligation that arises from past events but is not recognised because it is nat probable that an outflow
of resources embodying economic benefits or service potential will be required to settle the obligation, or the
amount of the obligaticn cannot be measured with sufficient refiability.

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in nate 42,
Decommissioning, restoration and similar liability

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

If the related asset is measured using the cost modek:

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

+  the amount deducted from the cost of the asset does not exceed its carrying amaunt. if a decraase in the liability
exceeds the carrying amount of the asset, the excess is recognised immediately in surplus or deficit; and

. if the adjustment results in an addition to the cost of an asset, the municipality considers whether this is an indication
that the new carrying amount of the asset may not be fully recoverable. If there is such an indication, the municipality
tests the asset for impairment by estimating its recoverable amount or recoverable service amount, and account for
any impairment lass, in accordance with the accounting policy on Impairment of assets.

The adjusted depreciable amount of the asset is depreciated over its useful life. Therafore, once tha related asset has reached
the end of its useful life, alf subsequent changes in the liability is recognised in surplus or deficit as they occur. This applies
under both the cost mode! and the revaluation madel.

Tha periodic unwinding of the discount is recognised in surplus or deficit as a finance cost as it ocours,
1,19 Accumulated surplus/{deficit}

The accurmulated surplus/(deficit) represents the net differance batween the total assets and the total liabilities of ine
municipality. Any surpluses and deficits realised during a specific financial year are credited/debited against accumulated
surplus/{(deficlt). Prior year adjustments, relafing to income ang expenditurs, are credited/debited against accumulated
surplus/{deficit) when retrospective adjustments are made.

1.20 Revenue from exchange transactions

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

Measurement
Revenue is measured at the fair valug of the consideration recaived or receivable, net of trade discounts and volume rebates.
Sale of goods

Revenue from the sale of goods is recognised when all the following conditions have been satisfied:

. the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods;

. the municipality retains neither continuing managerial involvement to the degree usuzally associated with
ownership nor effective control over the goods sold;

. the amount of revenue can be measured reliabiy;

. it is probable that the economic benefits or service potential associated with the transaction will flow to the
municipality; and

«  the costs incurred or to be incurred in respect of the transaction can be measured reliably.
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1,20 Revenue from exchange transactions {continued)
Rendering of services

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

. the amount of revenue can be measured reliably;

. it is probable that the economic benefits or setvice potential associated with the transaction will flow to the

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

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a
straight line basis over the specified time frame unless there is evidence that some other method better represents the stage of
completion. When a specific act is much more significant than any other acts, the recognition of revenue is postponed until the
significant act is executed.

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

Service revenue is recognised by refarence fo the stage of compietion of the transaction at the reporting date.
Interest

Revenue arising from the use by athers of entity assets yielding interest, royalties and dividends or similar distributions is
recognised when:
. it is probable that the economic benefits or service potential associated with the transaction will flow to the
munlcipality; and
. the amount of the revenue can be measured reliably.

interest is recognised, in surplus or deficit, using the effective interest rate methad.

1.24 Revenue from non-exchange transactions

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 valug in exchange, ot gives
value to anather entity without directly receiving appreximately equal value in exchange.

Recognition

An inflow of resources from a nan-exchange transaction recognised as an asset is recognised as revenue, except to the extent
that a liability is alsa recognised in respect of the same inflow.

Ravenue received from conditional grants, donations and other funding are recognised as revenue to the extent that the
municipality has complied with the criteria, conditions or obligations embodied in the agreement, where applicable. To the
extent that the criteria, conditions or cbligations have not been met, a liability is recognised.

As the municipality satisfies a present obligation recognised as a fiability In respect of an inflow of resources from a non-
exchange transaction recognised as an asset, it reduces the carrying amount of the liability recognised and recognises an
amount of revenue equal to that reduction.
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1.21 Revenue from non-sxchange transactions (continued)
Measurement

Revenus from a non-exchange transaction is measured at the amount of the increase in net assets recognised by the
municipality.

When, as a result of a non-exchange transaction, the municipality recoghises an asset, it also recognises revenue equivalent
to the amount of the asset measured at its fair vaiue as at the date of acquisition, uniess it is also required to recoghise a
fiability. Where a liability is required to be recognised it will be measured as the best estimate of the amount reguired to settle
the obligation at the reporting date, and the amount of the increase in net assets, if any, recognised as revenue. When a
liability is subsequently reduced, because the taxabla event acours or a condition is satisfied, the amaunt of the reduction in the
fiability is recognised as revenue.

Taxes

The municipality recognises an asset in respect of faxes when the taxable event occurs and the asset recognition criteria are
met.

Resources arising from taxes satisfy the definition of an asset when the municipality contrals the resources as a result of a past
avent {the taxable event) and expects to receive future economic benefits ar sarvice potential from those resources. Resources
arising from taxes satisfy the criteria for recognition as an asset when it is probable that the inflow of resources will accur and
thair fair value can be reliably measured. The degree of probability aftached to the inflow of resources is determined on the
basis of evidence available at the time of initial recognition, which includes, but is not limited to, disclosure of the taxable event
by the taxpayer.

The municipality analyses the taxation laws to determine what the taxable events are for the various taxes levied.

The taxable event far property 1ax is the passing of the date on which the tax Is levied, or the period far which the tax is levied, if
the tax is levied on a periodic basis.

Transfers

The municipality recognises an asset in respect of transfers when the transferrad resources meet the definition of an asset and
satisfy the criteria for recognition as an asset.

Transferred assets are measured at their fair value as at the date of acquisition.
Fines

Fines are recognised as revenue when the receivable meets the definition of an asset and satisfies the criteria for recognition
&s an asset.

Assets arising from fines are measured at the best estimate of the inflow of rescurces to the municipality. The municipality
makes use of estimates to determine the amount of revenue that it is entitied to collect. Where settiement discounts or
reductions in the amount payakle are offered, the municipality considers past history in assessing the likelihood of these
discounts or reductions being taken up by receivables.

Where the municipality collects fines in the capacity of an agent, the fine will not be revenue of the celiecting entity.

Gifts and donations, including goods in-kind

Gifts and donations, including goods in kind, are recognised as assets and revenue when it is probable that the future
economic benefits or service potential will flow to the municipality and the fair value of the asseis can be measuyed refiably.
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1.21 Revenue from non-exchange transactions (continued)
Services in-kind

The municipality recognises services in-kind that are significant to its operations and/or service delivery objactives as assets
and recognises the related revenue when it is probable that the future economic benefits or service potential will flow to the
municipality and the fair value of the assets can be measured reliably.

Where services in-kind are not significant to the municipality’s operations andfor service delivery objectives and/or do not
satisfy the criteria for recognition, the municipality discloses the nature and type of services in-kind received during the
reporting period.

4.22 Grants in aid

The municipality transfers money to individuals, organisations and othet sectors of government from time to time. When
making these transfers, the municipality does not:

. receive any goods ar services directly in return, as would he expected in a purchase of sale transaction;

. expect to be repaid in future; or

. expect a financial return, as would be expected from an investment.

These transfers are recognised in the statement of financial performance as expenses in the period that the event giving rise to
the transfer has accusred.

1.23 Investment income

Investment income is recognised on a time-preportion basls using the effective interest mathod.
1.24 Borrowing costs

1.25 Unauthorised expenditure

Unauthorised expenditure means:
. overspending of a vote or a main division within a vote; and
. expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance with
the purpose of the main division,

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance in
the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense. Upon
investigation, if a person was found to be liable in law for the unauthorised expenditure that occurred, & receivable is
recognised for the recovery of the monies, and where recovered, it Is subsequently accounted for as revenue in the statement
of financial performance,

Eor details on unauthorised expenditure, refer to note 50 - Unauthorised expenditura.
1,26 Fruitless and wasteful expenditure

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

All expenditure refating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial
performance in the year that the expenditure was incurred. The expanditure is classified in accordance with the nature of the
expense. Upon investigation, if a person was found to be liable in law for the fruitless and wasteful expenditure that occurred, a
receivable is recognised for the recovery of the manies, and where recovered, 1t is subsequently accounted for as revenug in
the statement of financial parformance.

For details on unauthorised expenditure, refer to note 51 - Fruitless and wasteful expenditure.
1.27 lrregular expenditure
Irregular expendifure is expenditure that is conirary to the Municipal Finance Management Act (Act No. 56 of 2003), the

Municipal Systems Act (Act No. 32 of 2600), and the Public Office Bearers Act (Act No. 20 of 1988), or is in contravention of
the munlicipality's supply chain management palicy.
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1.27 Irregulat expenditure {continued)

All expenditure relating to irregular expenditure is recognised as an expense in the statement of financial performance in the
year that the expenditure was incurred and classified in accordance with the nature of the expense. Upon invesfigation, if a
person was found to be liable in law for the irregular expenditure that occurred, a receivable is recegnised for the recovery of
the manies, and where racovered, it is subsequently accounted for as revanue in the statement of financial performance.

For details on irregular expenditure, refer to note 52 - Irregular expenditura.
1.28 Commitments

jtems are classified as commitmants when the municipaiity has committed itself to future transactions that will normally result in
the outflow of cash.

Disclosures are required in respect of unrecognised contractual commitments, which Inciude future capital commitments
relating to property, piant and equipment, investment property, intangible assets and heritage assets, as applicable, operational
commitments, as well as future commitments relating to operating leases. Refer to note 41 - Commitments.

Commitments for which disclosure (s necessary to achieve a fair presentation shouid be disclosed in a note to the financial
statements, if bath the following criteria are met:
. contracts should be non-cancellable or only cancellable at significant cost (for example, confracts for computer or
building maintenance services); and
. contracts should relate to something other than the routine, steady, state business of the municipality — therafare
salary commitments relating to employment contracts or social security benefit commitments are excluded.

Commitments consist of expenditure committed but not yet incurred. Cammitmants are catagorised as follows:
. Commitments approved and contracted for,
. Commitments approved but not yet coniracted for

4.29 Budget information

The approved budget is prepared on an accrual basis and presented by economic classification finked to performance
cutcome objectives.

The approved budget covers the fiscal period from 2018/07/01 to 2019/08/30.
The budget for the econamic entity includes all the entities approved budgets under its control

The annual financial statements and the budget are on the same basls of accounting therefore a comparisan with the budgeted
amounts for the reporting period have been included in the statement of comparison of budget and actual amounts.

1.30 Related parties

A related pariy is a person ar an entity with the ability to control or jointly control the other party, or exercise significant influence
ovar the other party, or vice versa, or an entity that is subject to common cantrol, or joint cantrol.

Management are those persons responsible for planning, directing and cenfrolling the activities of the municipality, including
those charged with the governance of the municipality in accordance with legislation, in instances where they are raquired to
perform such functians.

Close members of the family of & parson are considered to be those family members who may be expected fo Influence, or be
influencad by, that management in their dealings with the municipality.

The municipality is exempt from disclosure requiremants in relation to related party transactions if that transaction occurs within
normal supplier andior client/recipient relationships on terms and conditions no more ar less favourable than those which it is
reaschable to expact the municipality to have adopted if daaling with that individual entity or person in the same circumstances
and terms and conditions are within the normal operating parameters established by that municipality's legal mandate.

1.31 Events after reporting date

Events after reporting date are those events, both favourable and unfavourable, that occur between the reporting date and the
date when the financial statements are authorised for issue. Two fypes of events cah be identified:
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1.31 Events after reporting date (continued)
. those that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting date);
and
. those that are indicative of conditions that arose after the reporting date {non-adjusting events after the reporting
date).

The municipality will adjusts the amount recognised in the financial statements fo reflect adjusting events after the reporting
date ance the event occurred.

The municipality discloses the nature of the event and an estimate of its financial effect or a statement that such estimate
cannot be made in respect of all material non-adjusting avents, where non-disclosure could influence the economic decisions
of users taken on the basis of the financial statements.
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Figures in Rand 2019 2018

2. New standards and interpretations
24 Standards and interpretations effective and adopted in the current year

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

GRAP 12 {as amended 2018): Inventories

Amendments to the Standard of GRAP on Inventories resuited from inconsistencies in measurement requirements in GRAP
23 and other asset-related Standards of GRAP in relation to the treatment of transaction costs. Other changes resulted
from changes made to IPSAS 12 on Inventories (IPSAS 12) as a result of the IPSASB’s Improvements to [PSASs 2015
issued in March 2018.

The most significant changes to the Standard are:
+ General improvements: To clarify the treatment of transaction costs and other costs incurred on assets acquired
in' hon-exchange transactions to be in line with the principle in GRAP 23 (paragraph .12)
. IPSASB amendments: To align terminology in GRAP 12 with that in IPSAS 12. The tarm “ammunition” in [PSAS
12 was replaced with the term “military inventories” and provides a description of what it comprises in
accordance with Government Finance Statistics terminology

The effective date of the amendment is for years beginning on or after 01 April 2018,

The municipality has adopted the amendment for the first time in the 2018/2019 annual financial statements.
The impact of the amendment is not material.

GRAP 16 {as amended 2016): Investment Property

Amendments to the Standard of GRAP on Investment Property resulted from editorial changes to the original text and
Inconsistencies In measurement requirements in GRAP 23 and other assst-related Standards of GRAP in relation to the
treatment of transaction costs. Other changes resulted from changes made to IAS 40 on Investment Property (IAS 40) as a
result of the IASB’s amendments an Annual Improvements to IFRSs 2011 — 2013 Cycle issued in December 2013,

The most significant changes to the Standard are:

. General improvements: To clarify the treatment of transaction costs and other costs incurred on assets acquired
in non-exchange transactions to be in line with the ptinciple in GRAP 23 {paragraph .12); and To clarify the
measurement principle when assets may be acquired in exchange for a nen-monetary asset or assets, or a
combination of monetary and non-monetary asseats.

. IASB amendments: To clarify the interrelationship between the Standards of GRAP on Transfer of Functions
Between Enfifies Not Under Common Cantrol and Investment Property when classifying investment property or
owner-occupied property.

The effective date of the amendment is for years beginning on or after 01 April 2018,

The municipality has adopted the amendment for the first time in the 2018/2019 annual financial statements.

The impact of the amendment is not material.

GRAP 17 (as amended 2018): Property, Plant and Equipment

Amendments to the Standard of GRAP on Property, Plant and Equipment resulted fram editotial changes to the original text
and inconsistencies in meastrement requiremants in GRAP 23 and other asset-related Standards of GRAP in relation o
the treatment of transaction costs. Other changes resulted from changes made to IPSAS 17 on Property, Plant and
Equipment (IPSAS 17) as a result of the IPSASB's Imprevements to IPSASs 2014 issued in January 2015 and
Improvements to IPSASs 2015 issued in March 2016.

The most significant changes to the Standard are:
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. General improvements: To clagify the treatment of transaction costs and other costs incusred on assets acquired
in non-exchange transactions to be in line with the principle in GRAP 23 (paragraph .12); and To clarify the
measurament principle when assets may be acquired in exchange for a non-monetary asset or assefs, or a
combination of monetary and non-monetary assefs.

. IPSASB amendments; To clarify the revaluation methodology of the carrying amount and accumulated
depreciation when an item of property, plant, and equipment is revalued; To clarify acceptable methods of
depraciating assets; To align terminology in GRAP 17 with that in IPSAS 17. The term “specialist military
equipment’ in IPSAS 17 was replaced with the term “weapon systems” and provides a description of what it
comprises in accerdance with Government Finance Statistics terminology; and To define a bearer plant and
include bearer plants within the scope of GRAP 17, while the praduce grawing on bearer plants will ramain within
the scope of GRAP 27,

The affective date of the amendment is for years beginning on cr after 01 April 2018.
The municipality has adapted the amendment for the first time in the 2018/2019 annual financial statements.
The impact of the amendment is not material.
GRAP 21 (as amended 2016): Impairment of non-cash-generating assets
Amendments to the Standard of GRAP on Impairment of Non-cash Generating Assets resulted from changes made to
IPSAS 21 on Impairment of Non-Cash-Generating Assets (IPSAS 21) as a result of the IPSASB’s Impairment of Revalued
Assets issued in March 2016.
The most significant changes to the Standard are:
. IPSASB amendments: To update the Basis of conclusions and Comparison with IPSASS to reflect the IPSASB's
recent decision on the impairment of revalued assets.
The effective date of the amendment is for years beginning on or after 01 April 2018.
The municipality has adopted the amendment for the first time in the 2018/2019 annual financial statements.
The impact of the amendment is not material.
GRAP 26 {as amended 2016): Impairment of cash-generating assets
Amendments Changes to the Standard of GRAP on Impairment of Cash Generating Assets resulted from changes made to
IPSAS 26 on Impairment of Cash-Generating Assets (IPSAS 26) as a result of the IPSASB's Impairment of Revalued
Assets issued in March 2018.
The most significant changes to the Standard are:
. IPSASB amendments: To update the Basis of conclusions and Comparison with IPSASs to reflect the IPSASE's
tecent decision an the impairment of revalued assets.
The effective date of the amendment is for years beginning on or after 01 April 2018.
The municipality has adopted the amendment for the first time in the 2018/2019 annual financial statements.
The impact of the amendment is not material.

GRAP 27 (as amended 2016): Agriculture

Amendments to the Standard of GRAP on Agriculture resulted from c¢hanges made to IPSAS 27 on Agriculture {IPSAS 27)
as a result of the IPSASB's Improvements to 1PSASs 2015 issued in March 2016.

The most significant changes to the Standard are:

. IPSASB amendments: To define a bearer plant and include bearer plants within the scope of GRAP 17, while the
produce growing on bearer planis wili remain within the scope of GRAP 27. In addition to the changes made by
the IPSASB, a consequential amendment has been made to GRAP 103 on Heritage Assets. The IPSASB
currently does not have a pronguncement on this topic.
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2. New standards and interpretations {continued)

The effective date of the amendment is for years beginning on or after 01 April 2018,

The municipality has adopted the amendmant for the first tima in the 2018/201¢ annual financial statements.

The impact of the amendmant is not material,

GRAP 31 (as amended 2018): Intangible Assets

Amendments to the Standard of GRAP on [ntangible Assets resuited from inconsistencies in measurement requirements in
GRAP 23 and other asset-related Standards of GRAP in relation to the treatment of transaction costs. Other changes
tesulted from changes made to IPSAS 31 on intangible Assets {IPSAS 31) as a result of the IPSASB's Improvements to
IPSASs 2014 issued in January 2015.

The most significant changes to the Standard ara:

. General improvements: To add the treatment of transaction costs and other costs incurred on asseis acquired in
non-exchange transactions to be in line with the principle in GRAP 23 (paragraph .12); and To clarify the
measurement principle when assets may be acquired in exchange for a non-monetary asset or assets, or a
combination of monetary and non-monetary assets

. IPSASE amendments: To clarify the raevaluation methodology of the carrying amount and accumulated
depraciation when an item of intangible assets is revalued; and To clarify acceptable methods of depreciating
assets

The effective date of the amendment is for years beginning on or after 01 April 2018,

The municipality has adapted the amendment for the first time in the 2018/2019 annual financial statements.

The impact of the amendment is not material.

GRAP 103 (as amended 2016): Heritage Assets

Amendments to the Standard of GRAP on Heritage Assets resulted from incansistencies in measurement requirements in
GRAP 23 and other asset-related Standards of GRAP in relation to the treatment of transaction costs. Other changes
resulted from editorial changes to the original text.

The most significant changes to the Standard are:

. General improvaments: To clarify the treatment of transaction costs and other costs incurred on assets acquired
in non-exchange transactions to be in fine with the principle in GRAP 23 (paragraph .12); and Ta clarify the
measurement principle when assets may be acquired in exchange for @ non-monetary asset or assets, or a
combination of monatary and non-monetaty assets

The effective date of the amendment is for years beginning on or after 01 April 2018.

The municipality has adopted the amendment for the first time in the 2018/2018 annual financial statements.
The impact of the amendment is not material.

2.2 Standards and interpretations issued, but not yet effective

The municipality has not applied the following standards and interpretations, which have been published and are mandatory
for the municipality's accounting perieds beginning on or after 01 July 2018 or later periods:

GRAP 104 {(amended): Financial Instruments
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2. New standards and interpretations {continued)

Following the global financial crisis, @ number of concems wera raised about the accounting for financial instruments. This
included that {a) information on credit losses and defaults an financial assets was received too late to enable proper
decisicn-making, (b) using fair value in certain instances was inappropriate, and (g) some of the existing accounting
requirements were seen as to0 rules hased. As a result, the International Accounting Standards Board® amended iis
existing Standards to deal with these issues. The JASB issued [FRS® Standard on Financial Instruments (IFRS 9) in 2008
to address many of the cancems raised. Revisions were also made to IAS® on Financial Instruments: Prasentation and the
IFRS Standard® on Financiat Instruments: Disclosures. The IPSASB lssued revised International Public Sector Accounting
Standards in June 2018 so as to align them with the equivalent IFRS Standards.

The revisions better align the Standards of GRAP with recent international developments. The amendments result in batter
information available to make decisions about financial assets and their recoverability, and more transparent information on
financial liabllities.

The mast significant changes to the Standard affect:
Financial guarantee contracts issued
Laah commitments issued

Classification of financial assets
Amertised cost of financial assets
Impairment of financial assets
Disclosures

The effective date of the amendment is not yet set by the Minister of Finance.

The municipality expects to adopt the amendment for the first tima when the Minister sets the effective date for the
amendment.

The municipality is unable to reliably estimate the impact of the standard on the annual financial statements.
Guideline: Guideline on Accounting for Landfill Sites

The objective of this guidelina: The Constitution of South Africa, 1996 (Act No. 108 of 1996) (the constitution), gives local
government the exacutive autharity over the functions of cleaning, refuse removal, refuse dumps and solid waste disposal.
Even though waste dispesal activities are mainly undertaken by municipalities, other public sector entities may also be
involved in these activities from time to time. Concerns were raised about the inconsistent accounting praciices for landfil
sites and the related rehabilitation provision where entities undertake waste disposal activities. The objective of the
Guideline Is therefore to provide guidance to entifies that manage and operate landfill sites. The guidance will improve
comparability and provide the necessary infarmation to the users of the financial statements to hold enfities accountable
and for decision making. The principles from the relevant Standards of GRAP are applied in accounting for the landfill site
and the related rehabilitation provision. Where appropriate, the Guideling also illustrates the accounting for the land in a
landfill, the landfill site asset and the related rehabifitation provision.

it covers: Overview of the legislative requirements that govern landéill sites, Accounting for land, Accounting for the landfill
site asset, Accounting for the provision for rehabilitation, Closure, End-use and monitoring, Other considerations, and
Annexures with Terminology & Refarences to pronouncements used in the Guideline.

The effective date of the guideline is not yet st by the Minister of Finance.

The municipality expects to adapt the guideline for the first time when the Minister sets the effective date for the guideline.

It is unlikely that the standard will have a material impact on the municipality's annual financial statements.

Guideline: Guideline on the Application of Materiality to Financial Statements
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2. New standards and Inferpretations (continued)
The objective of this guideline. The objective of this Guideline is to provide guidance that will assist entities to apply the
concept of materiality when preparing financial statements in accordance with Standards of GRAP. The Guideling aims to
assist entities in achieving the overall financial reporting objective. The Guideline outlines a process that may he considerad
py entities when applying materiality to the preparation of financial statements. The process was developed based on
concepts outlined in Discussion Paper & on Materiality — Reducing Complexity and Improving Reporiing, while also
clarifying existing principles from the Conceptual Framework for General Purpose Financial Reporting and other relevant
Standards of GRAP. The Guideline includes examples and case studies to illustrate how an entity may apply the principles
in the Guideline, based on specific facts presented.
It covers: Definition and characteristics of materiality, Role of materiality in the financia! statemants, identifying the users of
financial statements and their information needs, Assessing whether information is material, Applying materiality in
prepating the financial statements, and Appendixes with References fo the Conceptual Framework for General Purpose
Financial Reporting and the Standards of GRAP & References to pronouncements used in the Guideline.
The effective date of the guideline Is not yet set by the Minister of Finance.
The municipality expects to adopt the guideline for the first time when the Minister sats the effective date for the guideline.
It is unlikaly that the standard will have a material impact on the municipality's annual financial staterments.
GRAP 1 (amended): Presentation of Financial Statements
Amendments to this Standard of GRAP, are primarily drawn from the 1ASB's Amendments fo 1AS 1.
Summary of amendments are:
Materiality and aggregation
The amendments clarify that:

. information should not be obscured by aggregating or by providing immaterial information;

. materiality considerations apply to all parts of the financial statements; and

. even when a Standard of GRAP requires a specific disclosure, materiality considerations apply.
Statement of financial position and statement of financial performance

The amendments clarify that the list of line items to be presented in these statements can be disaggregated and
aggregated as relevant and additional guidance on subtotals in these statements.

Notes structure

The amendments add examples of possible ways of ordering the notes to clarify that understandability and comparability
should be considerad when determining the order af the notes and %o demonstrate that the notes need not be presented in
the order listed in GRAP 1,

Disclosure of accounting policies

Remove guidance and examples with ragards to the identification of significant accounting policies that were perceived as
being patentially unhelpful.

An municipality applies judgement based on past experience and current facts and circumstances.
The effective date of this amendment is for years beginning on or after 01 April 2020.
The municipality has adopted the interpretation for the firs time in the 2017/2020 annual financial statements.

The adoption of this amendment has not had a material impact on the resulis of the municipality, but has resulted in more
disclosure thah would have previously been provided in the annual financial statements.

IGRAP 1 (revised): Applying the Prohability Test on Initial Recognition of Revenue
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2.  New standards and interpretations (continued)

The amendments to this Interpratation of the Standard of GRAP clarifies that the entity should also consider other factors in
assessing the probability of future ecenomic benefits or service patential to the entity. Entities are also uncertain of the
extent io which factors, other than the uncertainty about the collectability of revenue, should be considered when
determining the probability of the inflow of future economic benefits or service patential on initial recognition of revenue. For
axample, in providing certain goods or services, or when charging non-exchange revenue, the ameunt of revenue charged
may be reducad or otherwise modified under certain circumstances. These circumstances include, for example, where the
entity grants early settlement discounts, rebates or similar reductions based on the safisfaction of certain criteria, or as a
result of adjusiments to revenue already recognised following the outcome of any review, appeal or objection process.

The consensus is that on initial recognition of revenue, an entity considers the revenue it is entitied to, following its
obligation to collect all revenue due fo it in ferms of legislation or similar means. In addition, an entity considers oiher
factors that will impact the prebable inflow of future economic benefits or sarvice potential, based on past experlence and
current facts and circumstances that exist on initial recognition.

A municipality applies judgement based on past experience and current facts and circumstances.

The effective date of the amendment is for years beginning on or after 01 April 2020.

The municipality expects to adopt the interpretation for the first ime in the 2018/2020 annual financial statements.
it is unlikely that the standard will have a material impact on the municipality's annual financial statements.
Guideline: Accounting for Arrangements Undertaken i.t.o the National Housing Programme

The objective of this guideline: Entifies in the public sector are frequently involved in the construction of houses as part of
government's housing policy, implemented through the national housing programme, which is aimed at developing
sustainable human settlements. The Housing Act, Act No. 107 of 1997 provides information about the housing programmes
that fall within the scope of the national housing programme. Concems were raised by preparers about the inconsistent
accounting applied to housing arrangements undertaken by entities under the national housing programrne. Different
accounting may be appropriate where there are differences hetween the terms and conditions of arrangements concluded
by entities. However, under housing arrangements that are undertaken in terms of the natiohal housing programme, there
are common features and issues that need to be considered. As a resuit, the Board agreed o develop high-level guidance
for arrangements undertaken in terms of the national housing programms.

It covers: Background ta arrangements undertaken in terms of the national housing programme, Transactions that affect the
accounting of housing arrangements, Consider whether the municipality undertakes fransactions with third parties on behalf
of ancther party, Accounting by municipalities appointed as project manager, Disclosure requirements, Accounting hy
municipalities appointed as project developer, Accounting for the accreditation fee, commission, administration or
transaction fee received, Land and infrastructure, Conclusicn and Application of this Guideline to existing arrangemenits,

The effective date of the guideline is for years beginning on af after 01 April 2019,

The municipality expects to adopt the guideline for the first time in the 2018/2019 annual financial statements.

The municipality is unable to reliably estimate the impact of the guideline on the annual financial statements.

GRAP 18 (as amended 2016): Segment Reporting

Segments are identified by the way in which information is reparted to management, both for purposes of assessing
perfarmance and making decisions about how future resources will be allocated to the various activities undertaken by the
municipality. The major classifications of activities identified in budget documentation will usually reflect the segments for
which an entity reports information ta management.

Segment information is either presented based on sarviee or geographical segments. Service segments relate to a
distinguishable component of an entity that provides specific outputs or achieves particular aperating cbjectives that are in

line with the municipality’s overall missiocn. Geographical segments relate to specific oufputs generated, or particular
objectives achieved, by an entity within a particular region.
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2. New standards and interpretations {continued)

The subsequent amendments to the Standard of GRAP on Segment Reporting resulted from editorial and other changes to
the original taxt have baen made to ensure consistency with other Standards of GRAP.

The most significant changes to the Standard are:
. General improvements: An appendix with illustrative segment disclosures has been deleted frem the Standard as
the National Treasury has issued complete examples as part of its implementation guidance.

The affective date of the standard is for years beginning on or after 01 Agpril 2019

The municipality expects to adopt the standard for the first time in the 2019/2018 annual financial statements.
The municipality Is unable to reliably estimate the impact of the standard on the annuai financial statements.
GRAP 20: Related parties

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

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

. identifying related party relationships and transactions;

. identifying outstanding balances, inciuding commitments, between an entity and its related parties;

. identifying the circumstances in which disclosure of the items in (@) and (b) is required; and

. determining the disclosures to be made about those items.

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

Disclosure of related party transactions, outstanding balances, including commitments, and relationships with related
parties may affect users' assessments of the financial position and performance of the reporting enfity and its ability to
deliver agreed services, inciuding assessments of the tisks and opportunities facing the entity. This disclosure also ensures
that the reporting entity is transparent about its dealings with related parties.

The standard states that a related party is a person or an entity with the ability to contral or jointly control the other party, or
exercise significant influence over the other party, or vice versa, or an entity that is subject to commeon confrol, ar joint
control. Ag a minimum, the following are regarded as related parties of the reporting entity:
. A person or a close member of that person’s family is related i the reporting entity if that person:
- has control ar joint control over the reporting entity;
- has significant influence over the reporting entity;
- is a member of the management of the entity or its controlling entity.
. An entity is related to the reporting entity if any of the following conditions apply:
- the entity is a member of the same economic entity (which means that each controlling entity, controlled
entity and feliow controlled entity is related to ine others),
- one entity is an associate or joint venture of the other entity {or an associate or joint venture of a member of
an ecohomic entity of which the other entity is a member);
- both entities are Joint ventures of the same third party;
- ane entity is a joint venture of a third entity and the other entity is an assodciate of the third entily;
- 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 pian, the sponsoring emplcyers are related to the entity,
- the entiiy is contrelled or joinity cantrolled by a person identified in {(a); and
- a persan identified in (a)(i) has significant influence over that entity or is a member of the management of
that entity (or its controlling entity).

The standard furthermore states that related party transaction is a transfer of resources, services or abligations between the
reporting entity and a related party, regardless of whether a price is charged.
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2. New standards and interpretations (continued)

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

Management;

Related parties;

Remuneration; and

Significant influence

The standard sets out the requirements, inter alia, for the disclosure of:
. Control;
. Related party transactions; and
. Remuneratiot of management
The effective date of the standard is for years beginning on or after 01 April 2019.
The municipality expects to adopt the standard for the first time in the 2018/201¢ annual financial statements.

The adoption of this standard is not expected to impact on the results of the municipality, but may result in more disclosure
than is currently provided in the annual financial statements.

GRAP 108: Statutory Receivables

The abjective of this Standard is: to prescribe accounting requirements for the recagnition, measurement, presentation and
disclosure of statutory receivables.

it furthermore covers: Definitions, recognition, derecognition, measurement, presentation and disclosure, transitional
provisions, as well as the effective date.

The effective date of the standard is not yet set by the Minister of Finance.

The municipality expects to adopt the standard for the first time when the Minister sets the effective date for the standard.
The municipality is unable to reliably estimate the impact of the standard on the annual financial statemenis.

GRAP 109; Accounting by Principals and Agents

The ohjective of this Standard is to outline principles to be used by an entity io assess whether it is party to a principal-
agent arrangement, and whether it is a principal or an agent in undertaking transactions in terms of such an arrangement.
The Standard does not introduce new recognifion or measurement requirements for revenue, expenses, assets andfor
liabilities that result from principal-agent arrangements. The Standard does however provide guidance on whether revenue,
expenses, assets and/or liabilities should be recoghised by an agent or a principal, as well as prescribe what information
should be disclosed when an entity is a principal or an agent.

[t furthermore covers Definitions, ldentifying whather an entity is a principal or agent, Accounting by a principal or agent,
Presentation, Disclosure, Transitional provisions and Effective date.

The effective date of the standard is not yet set by the Minister of Finance.

The municipality expects to adopt the standard for the first time when the Minister sets the effective date for the standard.
it is unlikely that the standard will have a material impact on the municipality's annual financial statements.

IGRAP 18: Interpretation of the Standard of GRAP on Recognition and Derecognition of Land

This Interpretation of the Standards of GRAP applies to the initial recognition and derecognition of land in an entity's
financial statements. It also considers joint control of fand by more than one entity.
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2. New standards and interpretations (continued)

When an enfity concludes that it controls the land after applying the principles in this Interpretation of the Standards of
GRAP, it applies the applicable Standard of GRAP, i.e. the Standard of GRAP on Inventeries, Investment Property {GRAP
16), Property, Plant and Equipment (GRAP 17) or Heritage Assets. As this Interpretation of the Standards of GRAP does
not apply to the classification, initial and subsequent measurement, presentation and disclosure requiremants of land, the
entity applies the applicable Standard of GRAP to account for the land ance control of the land has been determined. An
entity also applies the applicable Standards of GRAP to the derecognition of land when it concludes that it does not control
the land after applying the principles in this Interpretation of the Standards of GRAPF.

in accordance with the principles in the Standards of GRAP, buildings and other structures on the land are accounted for
separately. These assets are accounted for separately as the future economic benefits or service potential embodied in the
land differs from those included in buildings and otner structures. The recognition and deracognition of buildings and other
structuras are not addressed in this Interpretation of the Standards of GRAP.

The effective date of the interpretation Is for years beginning on or after 01 April 2019.

The municipality expects to adopt the interpretation for the first time in the 2018/2019 annual financial statements.
The municipality is unable to reliably estimate the impact of the interpretation on the annual financial statements.
IGRAP 19: Liabilities to Pay Levies

This Interpretation of the Standards of GRAP provides guidance on the accounting for levies in the financial statements of
the entity that is paying the levy. It clarifies when entities need to recognise a liability to pay a levy that is accounted for in
accardance with GRAP 18,

To clatify the acceunting for a liability to pay a levy, this Interpretation of the Standards of GRAP addresses the following
issues:
. What is the obligating event that gives fise to the recognition of a liability to pay a levy?
. Does economic compuision to continue to cperate in a future pericd create & constructive obligation to pay a levy
that will be triggered by operating in that future period?
. Does the going concern assumption imply that an antity has a present obligation to pay a levy that will be
triggered by operating in a future pericd?
. Does the recognition of a liability to pay a levy arise at a point in time or does it, in some circumstances, arise
pragressively over tima?
. What is the obligating event that gives rise to the recognition of a liability to pay a levy that is triggered if a
minimum threshold is reached?

Consensus reached in this interpretation:

. The obligating event that gives rise to a llability to pay a levy is the activity that triggers the payment of the levy,
as identified by the legislation;

. An entity does not have a ceonstructive ohligation to pay a levy that will be wriggered by operating in a future
period as a result of the entity being sconcmically compelled to continue ta operaie in that future period;

«  The preparation of fnancial statements under the going concem assumption does not imply that an entity has a
present obligation to pay a levy that will be triggered by operating in a future period;

. The liability to pay a lavy is recagnised progressively if the ohligating event occurs over a period of time;

. If an obligation to pay a levy is triggered when a minimum threshold is reached, the accounting for the liahility
that arises from that obligation shall be consistent with the principles established in this Interpretation of the
Standards of GRAP; and

. An entity shall recognise an asset, in accordance with the relevant Standard of GRAP, if it has prepaid a levy but
does not yet have a present obligation to pay that levy.

The effective date of the interpretation is not yet sat by the Minister of Finance.

The municipality expecis to adopt the interpretation for the first time when the Minister sets the effective date for the
interpretation.

The municipality is unable to reliably estimate the impact of the interpratation on the annual financial statements.
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Bela Bela Local Municipality
(Registration numbear LIM 366)
Annual Financial Statements for fhe year ended 30 June 2019

Notes to the Annual Financial Statements
Figures in Rand 2019 2018

3. Investment properiy (continued)

In the exceptional cases when the municipality has to measure investment property using the cost model in the Standard of
GRAP on Property, Plant and Equipment when the municipality subsequently uses the fair value measurement, disclose the
following:
* a description of the Investment property,
. an explanation of why fair value cannot be determined reliably,
. if possible, the range of estimates within which fair value is highly likely to lie, and
. on disposal of investment property not carried at fair value:
- the fact that the entity has disposed of investment property not carried at fair value,
- the carrying amount of that invastment property at the time of sale, and
- the amount of gain or foss recognised.
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Bela Bela Local Municipality

(Ragistration number LiM 366)

Annual Financial Statements for the year ended 30 June 2019

Notes to the Annual Financial Statements

Figures in Rand 2019 2018
5. Intangible assets
2019 2018
Cost/ Accumulated Carrying valus Cost/ Accumulated Carrying value
Valuation ameortisation Valuation amortisation
and and
accumulated accumulated
impairment impairment
Computer software 2,506,688 (973,952) 1,532,736 2,584,907 {735,093) 1,849,814
Servitudes 645,664 - 645,664 545,664 - 645 664
Total 3,152,352 (973,952) 2,178,400 3,230,571 (735,093} 2,495,478
Recongciliation of intangible assets - 2019
Opening Derecognition Dercognition ~ Amortisation Total
halance cost accumulated
amortisation
Computer software 1,849,814 (78,219) 78,219 (317,078) 1,532,736
Servitudes 645,664 - - - 645,664
2,495,478 (78,218) 78,219 {317,078) 2,178,400
Reconciliation of intangible assets - 2018
Opening Additions Amortisation Tetal
balance
Computer software 1,462,111 857,730 (270,027} 1,849,814
Servitudes 645,664 - - 645,664
2,107,775 657,730 {270,027) 2,495,478
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Bela Bela Local Municipality

(Registration number LIM 366)

Annuai Financial Statements for the year ended 30 June 2019
Notes to the Annual Financial Statements

Figures in Rand 2019 2018

7. Employee benefit obligations
Defined benefit plan
Post-retirement Health Care Benefits

The municipality provides certain post-retirement health care benefits by funding the medical aid contriputions of qualifying
retiredmembers of the municipality. According to the rules of the Medical Aids Funds, with which the municipality is associated,
a member (who is on the current Conditions of Sarvics) is entitled to remain a continued member of such medical aid fund on
retirement, in which case the municipality is liable for a cettain portion of the medical aid membership fee. The municipality
operates an unfunded defined bensiit plan for these qualifying employeas. No other post retirement benefits are provided to the
se employses.

The most recent actuarial valuations of plan asset and the present value of the defined benefit obligation were carried out at 30
June 2019 by Arch Actuarial Censulting, a fellow of the Actuarial Society of South Africa. The present value of the defined
benefit obligation , the related current service cost and past service cost were measured using the Projected Unit Credit
Method. An actuarial valuation has been performed of the liability in respect of the post -employment heaith care benefits to
employees and retirees of Bela- Bela Municipality and to their registered dependants,

The amounts recognised in the statement of financial position are as follows:

Carrying value

Presant value of the defined benefit obligation-wholly unfunded 41,613,870 39,188,870
Benefits Paid (1,280,637)  (1,229,000)
Current service cost 2,328,000 2,266,000
Net actuarial gain and losses (13,385,580)  {2,659,000)
interest cost 4,182,000 4,047,000

33,448,643 41,613,870

Net expanse recognised in the statement of financial performance

Accrued liability beginning of the year 41,613,870 39,188,870
Curernt service cost 2,328,000 2,266,000
Interest cost 4,182,000 4,047,000
Actuarial (gains) losses (13,385,590)  (2,659,000)
Benefits paid {1,289,637) (1,229,000}

33,448,643 41,613,870

Post retirement medical aid plan

Current liabilities 19,118,926 29,144,000
Non-current liabiiities 14,328,847 12,469,000

33,447,773 41,613,000

Key assumptions used

Assumptions used at the reporting date:

biscount rates used 9.33 %Yield curve
Health care cost inflation 6.82 %CPU + 1%
Neft efferctive discount rate 2,35 %Yield curve

During the year the municipality used a different actuary than the prior year. They used different key assumptions, therefore
yielding a higher actuarial gain than the prior year. The main key assumptions were, the proportion with a spouse dependant at
retirement of 60% (2018: 100%), Continuation of measurement at retirement of 75% (2018: 100%). Part of the gain Is due to

membership changes which is likaly to have resulted from there being mare exits than expected since the previous valuation.

60




Bela Bela Local Municipality
(Registration humber LIM 366)
Annual Financial Statements for the year ended 30 June 2019

Notes to the Annual Financial Statements

Figures in Rand 2019 2018
7. Employee benefit obligations (continued)
Other assumptions
Amounts for the current and previous four years are as follows:
2019 2018 2017 20186
R R R R
Post retirement medical benefits 33,447,773 41,813,000 39,188,870 37,447,894

8. Agreements

Agreements consist of consumer debtors payment arrangements. Short term agreements are payment arangemeants shorter
than 12 manths and long term agreements are payment arrangement that are longer than 12 months.

Current portion
Non-current portion

9, Inventories

Water

Water inventory

Opening balance
Purchases

Sales

Distribution losses

Closing balance

10. Receivables from exchange transactions

COther debtors
WDM fire fighting
Sundry debtors

11. Receivables from non-exchange transactions

Fines
Consumer debtors - Rates

Gross balances

Fines

Consumer debtors - Rates

Less: Allowance for impairment
Fines

Cornsumer debtors -~ Rates

34

602,024 140,812
182,470 185,665
784,494 326,477
267,725 206,228
205,228 203,621

17,015,044 13,138,874

(12,866,829) (10,705,999)

(4,087,618) (2,430,268
267,725 206,228
1,057,348 1,057,348
1357583 1,234,112
2,487 4,627
2M7418 2,296,087
3,156,033 2,428,106
3,332,647 7,121,585
6,491,680 9,549,661
25,029,560 20,358,885
75,353,044 67,570,387
(21,870,528) (17,930,780)
(72,020,396) (60,448,831)
6,491,680 9,549,661
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Bela Bela Local Municipality
{Registration number LIM 366)
Annual Einancial Statements for the year ended 30 June 2018

Notes to the Annual Financial Statements
Figures in Rand 2019 2018

11. Recaivables from non-exchange transactions (continued)

Consumer debtors - Rates

Current (0-30 days) 5,561,858 9,059,028
31-60 days 2,573,614 3,612,529
61-90 days 2,145,855 1,639,640
91-120 days 1,883,316 1,643,573
121-365 days 11,161,904 8,748,118
> 365 days 52,026,396 42,867,489
Impairment (72,020,396) (80,448,832)

3,332,647 7,121,555

12, VAT receivable

VAT 11,866,219 14,178,197

13. Consumer debtors

Gross balances

Electricity 10,830,588 11,660,373
Water 20,301,830 18,214,745
interest 40,877,410 33,791,108
Sewerage 41,170,793 9,561,943
Refuse 4,754,091 4,295,565
VAT 9,294,616 9,888,840
Fees 4,148,704 3,304,377
Rental charges 968,566 763,925
Merchandising and jobbing 2,777,665 3,171,888

105,122,263 94,652,864

Less: Allowance for impairment

Electricity (6,448,015)  {B,136,898)
Water (18,836,618) (16,881,289)
Interest {40,777,904) (33,705,4%99)
Sewerage (10,412,518)  (8,741,887)
Refuse (4,348,732)  (3,897,596)
VAT (8,250,841) (8,715,791}
Fees {4,012,446)  (3,020,605)
Rental charges (833,688) (697,380)
Merchandising and jobbing (2,608,005) {2,970,418)

(96,616,765) (84,777,343)

Net balance

Electricity 4,384,573 5,523,475
Water 1,465,214 1,323,456
Interest 99,506 85,609
Sewerage 758,275 820,076
Refuse 405,359 387,969
VAT 1,043,775 1,173,149
Fees 134,258 283,772
Rental charges 134,878 66,545
Merchandising and jobbing 79,660 201,470

8,505,498 9,875,521
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13. Consumer debtors {continued)

Included in above is receivables from exchange transactions

Electricity 4,384,573 5,523,475
Water 1,465,214 1,323,456
Interest 99,506 85,609
Sewerage 758,275 820,075
Refuse 405,359 397,970
VAT 1,043,775 1,173,149
Fees 134,288 283,772
Rental charges 134,878 66,545
Merchandising and jobbing 79,860 201,470

8,505,498 9,875,521

Net balance 8,505,498 9,875,521

Electricity

Current (0 -30 days) 4645174 6,552,377
31 - 60 days . 1,396,828 724,363

61 - 90 days 401,189 189,485
91 - 120 days 145,489 120,558
121 - 365 days 564,405 547,462
> 365 days 3,677,503 3,626,098
Impairment (6,448,015)  (6,136,888)

4,384,573 5,523,475

Water
Current (0 -30 days) 2,141,040 1,960,727
31 - 60 days 977,711 1,046,893
81 - 90 days 618,010 687,720
91 - 120 days 574,215 379,777
121 - 365 days 3,334,374 3,268,822
> 365 days 12,656,481 10,870,805
Impairment (18,836,617) (16,891,288)
1,465,214 1,323,456
Interest
Current (0 -30 days) 1,158,859 926,368
31 - 60 days 1,063,004 879,333
61 - 90 days 1,015,756 1,455,403
91 - 120 days 997,451 813,854
121 - 365 days 6,107,291 5,903,156
> 365 days 30,534,959 23,812,993
Impairment (40,777,904) {33,705,498)

99,506 85,609

63




Bela Bela Local Municipality
{Registration number LI 386)
Annual Financial Statements for the year ended 30 June 2019
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13. Consumer debtors {continued)
Sewerage
Current (0 -30 days) 1,220,874 1,223,248
31 - 60 days 546,213 536,738
61 - 90 days 440,939 390,878
91 - 120 days 390,108 341,533
121 - 365 days 2,044,281 1,935,879
> 365 days 6,528,377 5,133,571
Impairment (10,412,517)  (8,741,867)
758,275 820,076
Refuse
Current (0 -30 days) 588,533 551,003
31 - 80 days 221,113 220,420
61 - 80 days 173,944 147,608
91 - 120 days 148,275 128,221
121 - 365 days 725,407 696,606
> 365 days 2,806,818 2,651,708
Impairment (4,348,731)  (3,887,597)
405,359 397,969
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Annual Financial Statements for the year ended 30 June 2019
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Figures in Rand 2018 2018
13. Consumer debtors {continued)
VAT
Current (0 - 30 days) 1,335,165 1,688,572
31 -60 days 491,562 394,581
61 - 80 days 327,168 256,547
91 - 120 days 202,967 209,542
121 - 365 days 1,308,138 1,085,641
> 385 days 5,629,616 6,253,657
Impairment (8,250,841)  (8,715,791)
1,043,775 1,173,149
Fees
Current (0 - 30 days) 270,915 858,002
31 -60days 83,136 173,883
61 - 90 days 379,557 170,845
91 - 120 days 48,520 198,065
121 - 365 days 1,266,613 477,648
> 365 days 2,097,981 1,425,834
Impairment (4,012,446)  (3,020,605)
134,256 283,772
Rental charges
Current (0 - 30 days} 199,673 91,819
31 - 60 days -26,306 27,342
61 - 90 days 21,810 17,368
a1 - 120 days 16,811 12,220
121 - 385 days 71,337 38,818
> 365 days 632,829 576,358
Impairment (833,688) (697,380)
134,878 66,545
Merchandising and jobbing
Cugrent (0 - 30 days} 73,492 239,701
31 -60days 25,848 4,593
61 - 90 days 872 1,185
91 - 120 days 1,097 6,226
121 - 365 days 29,394 112,744
> 365 days 2,646,983 2,807,439
Impairment (2,697,213)  (2,970,418)
80,453 201,470
Consumer
Current (0 -30 days) 7,400,283 7,455,273
31 -60 days 3,960,836 2,467,927
61 -390 days 3,037,279 657,822
91 - 120 days 2,382,586 520777
121 - 365 days 14,512,337 2,608,692
> 365 days 65,984,791 17,199,225
97,278,112 31,308,716
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13, Consumer debtors (continued)
Industrial / commercial
Current {0 -30 days) 8,474,071 11,084,169
31 - 60 days 2,556,237 2,820,735
&1 - 90 days 1,980,805 2,413,595
91 - 120 days 1,579,050 1,753,707
121 - 365 days 9,145,942 10,485,051
> 365 days 8,323,434  51,835431
32,059,539 80,492,688
National and provincial governement
Current (0 -30 days) 1,134,231 943,283
31 -60days 827,243 625,007
61 - 80 days 367,037 438,215
91 - 120 days 413,901 340,195
121 - 365 days 2,684,262 2,422 451
> 385 days 7,300,154 4,868,421
12,726,828 9,637,552
Other
Cutrent (0 -30 days) 186,968 3,668,228
31 - 60 days 61,109 1,607,426
61 - 90 days 139,879 1,501,046
91 - 120 days 32,711 1,229,891
121 - 365 days 270,603 6,908,831
> 365 days 2,735,432 25,868,873
3,426,700 40,784,285

Reconciliation of allowance for impairment

Balance at beginning of the year
Dabt impairment written off against allowance

(145,226,175) (130,470,203}
(23,410,198)  (14,755,972)

(168,836,373) (145,226,175)

14, Cash and cash equivalents

Cash and cash equivalents consist of:

Cash on hand (883) 4,091
Cash balances 12,217,539 2,541,688
Shori-term deposits 870,036 1,629,446

13,086,692 4,175,225
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14. Cash and cash equivalents (continued)
Credit quality of cash at bank and short term deposits, excluding cash on hand

The credit quality of cash at bank and short term deposits, excluding cash on hand that are neither past due nor impaired can
be assessad by reference to external credit ratings (if available) or historical information about counterparty default rates:

Credit rating

Investmenis 870,035 1,629,447
Cash and cash eguivalents 10,517,588 1,488,433
Less:Unspent conditional grants {11,289,899) {1,002,259)

97,725 2,115,621

Cash and cash equivalents pledged as col!aterai'

Total financial assets pledged as collateral: Local guarantees 846,269 800,000
The above guarantee is pledged to INGA Infrastructure Finance Caorp Limited by

means of a ABSA call account with the number 2066701092. The valuation amount for

the current year ended 30 June 2019: R 846 299 (2017:R 800 00).

The municipality had the following bank accounts

Account humber/Description Bank statement balances Cash book balances

30 June 2019 30 June 2018 30 June 2017 30 June 2019 30 June 2018 30.June 2017
Absa BANK - Current account 10,308,174 754,839 778,159 12,008,123 1,808,093 184,906
{Primary Bank Account)- 13-
3000-0062
ABSA BANK - Call account - 40- 208,415 733,594 3,227 209,415 733,594 3,227
7838-0937
ABSA BANK - Call account - 82- 22 855 1,852 82% 22,855 1,852 829
9574-5884
ABSA BANK - Fixed deposit - 846,299 800,000 800,000 846,299 800,000 800,000
206-670-1092
ABSA BANK - CIBCOR - 407- 881 2,200 4,062 881 2,200 4,062
374-1532
Total 11,387,624 2,292,485 1,586,277 13,087,573 3,345,739 993,024

15. Finance lease obligation

Minimum lease payments due

- within ane year - 8,099,401
- 8,009,401

less: future finance charges - (430,040)

Present value of minimum lease payments - 7,669,361

Non-current liabilities - -
Current liabilities - 7,669,362

- 7,669,362

Bela bela has leased motor vehicle from Bertabite Pty (Ltd) and Telephone Sytem equipment from Intutate for a period of 36
months. Bertobrite (Ltd) lease agreement is effective from 01 February 2016 o 31 January 2018. The Intuate lease agreement
is effective from 1 Novemebre 2015 to 31 October 2019,

The average lease term was 36 years and the average effective borrowing rate was 16 (2018: 16%}).
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16. Unspent conditional grants and receipts
Unspent conditional grants and receipts comprises of:

Unspent conditional grants and receipts
integrated national electrification programme 8,718,018 72,085
Municipal water infrastructure grant 2,571,881 930,184

11,289,800 1,002,259

Movement during the year

Balance at the beginning of the year 1,002,259 25,502,790
Additions during the year 183,450,000 89,004,000
Income recogniticn during the year {173,162,359) (113,504,531)

11,289,900 1,002,259

The nature and extent of government grants recognised in the annual financial statements and an indication of ather forms of
government assistance from which the municipality has directly benefited; and

Unfulfiled conditions and other contingencies attaching to government assistance that has been recognised.
See note 27 for recanciliation of grants from National/Pravincial Gavernment.

Thesa amounts are invested in a ring-fenced investment until utilised.
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17. Provisions

Reconciliation of provisions - 2019

Opening Additions Totai
Balance
Rehabilitation of landfill site 44,600,307 3,693,291 48,493,598
Long service award provision 5,854,000 354,417 6,208,417
Performance honus 477,412 204,781 682,193

50,931,719 4,452,489 55,384,208

Reconciliation of provisions - 2018

Opening Additions Total
Balance
Rehabilitation of landfill site 38,682,172 5,018,135 44,600,307
Lang service award provision 5,037,002 816,998 5,854,000
Performance bonus 368,897 108,515 477,412

44,088,071 6,843,648 50,931,719

Non-current liahilities 53,760,003 45,986,307
Current liabilities 1,624,206 935,412

55,384,208 50,831,719

Rehabititation of landfill site

The provision for the rehabiliation of landfill site to the legal obligation to rehabilitate landfill sites used for waste disposal. The
valuation of the landfilt site was performed as at 30 June 2019 by Environmental and Sustainability Solutions CC. lts is
calculated as the present value of the furture obligation, discounted at prime interest rate. The following key assumption were
used: CPI of 4.194% (2018: 4.4805%), discount rate of 7.9447% (2018: 7.4805%) and natt effective discount rate 3.75% of

{2018: 3%). The reamining estimated life of the fandfill site of 5 years is used in the dicounted calculation of the provision.

Provision for rehabilitation of fandfill site

Balance at the beginning of the year 44 800,307 38,682,172
Changes in provision of landfill closure 556,985 2,770,489
Interest charge 3,336,326 3,147,546

48,493,598 44,600,307

Long Service Awards

The municipality operates an an unfunded defined benefit plan for all its employees. Under the plan, a long service award s
payables after 10 years of conitinuous service and every 5 years thereafter ta employees. The provisian is an estimate of the
jong service based on historical staff turnover. No other long service benefits are provided to employees.

The most recent actuarial valuations of plan assets and the present value of the defined benefit obligation were carried out at
30 June 2019 by Arch Actuarial Consulting, a fellow of the Actuarial Society of South Africa. The present vaiue of the defined
benefit obligation, and the relaied current service cost and past service cost, were measured using the projected unit credit
methad.

For the year ended 30 June 2019:381 (2018 389) employees were eligible for long service awards.The current service cost for
the year ending 30 June 2019 is estimated to be R596 000 {2018: R533 000). The average expected remaing working - fifetime
of eligible employess is 16.5 years.

The key financial assumptions used for the purposes of the actuarial valuations
were as follows:
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17. Provisions (continued)

Discount rate used 8.15% 8.58%
General salary inflation 5.56% 6.68%
Net effective discount rate 2.45% 1.80%
Average retirement age B2 years 63 years

Sensitivity analysis

The valuation is only an estimate of the cost of providing Long service leave award benefits. The actual cosy to the Municipality
will be dependant on actua! future levels of assumed varlables and the demographic profile of the membership, In order to
ilustrate the sensitivity of our results to change in certain key variables, the liabilities were reclassified using the fallowing
assumpticn:Additons:

- 50% increase / decrease ins the assumed level of withdrawel rates;
- 1% increase / decrease in the Normal Salary cost inflation

Withdrawal rate

Deviations from the assumed level of withdrawel experience of the eligible employees will have a large impact on tha ctual
cost to the Municipiaity. if the actual rates of owithdrawel turns out to be higher than the rates assumed In the valuation basis,
then the cost o the Municiplaity in the farm of benefits will reduce and vice versa.

We have utilised the effect of higher and lower withdrawel rtes by Increasing and decreasing the withdrawel rated by 20%.
Normal salary inflation

The cost of the long service award is dependant on the increase in the annual salaries paid to employees. The rate at which

salaries increase will thu have a direct effect on the liability of future retirees.
Wa have tested the effect of a 1% p.a. change in the Normal Salary inflation assumption,

Movement in the present value of the long service awards wete as follows:

Balance at the begining of the ysar 5,854,000 5,037,000
Current service cost 596,000 533,000
Interest cost £08,000 525,000
Benefits paid {458,000) (252,000)
Actuarial (gain)/losses : (381,583) 11,000

6,208,417 5,854,000

The amounts recognised in the Statement of Financial Performance are as

follows:

Current service cost 586,000 533,000

Intevest cost 598,000 525,000

Actuarial {gain)/lcsses (381,583) 11,000
812,417 1,069,000

Amounts for the current and previous year are as 2019 2018 2017 2016

follows:

Long service awards 6,208,417 5,854,000 5,037,000 4,671,000

418. \Unknown deposits

Unknown deposits 4 499 524 5,845,204
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49. Payables from exchange transactions

Trade payabies 74,471,000 79,567,360
Payments received in advanced - contract in process 26,715,212 32,681,414
Year end accruals 3,350,646 862,326
Retentions 18,810,874 13,610,656
Accrued leave pay 7,862,986 8,680,191
Accrued bonus 2,666,643 2,522,021
Deposits onh sale of land 417,559 417,559
Other creditors 108,670 108,670
Accrued payroll expenses 15,198,487 7,775,899

149,303,167 146,426,096

20. Consumer deposits

Electricity 5,385,143 R,309,774
Water 402,458 248,117
Regional services levies 5,689 1,821
Housing rental 5,304 -

5,778,684 5,649,712

21. Revenue

Rendering of services 276,874 231,792
Service charges 159,321,887 150,649,448
Rental of facilities and equipment 1,375,575 1,216,348
Agency services 2,496,703 -
Licences and parmits 1,241,209 3,925,789
Town planning scheme 323,554 311,568
Commissioh received 70,841 56,010
Demand charges 454,263 619,167
Othert income ~ (roflup) 7,371,152 3,419,003
Interest received - investmeant 12,787,808 9,845,041
Property rates 68,760,593 62,003,315
Government grants & subsidies 172,373,407 1863,093,09¢
Fines, Penalties and Forfeits 5,080,600 15,526,100

432,044,466 410,896,680

The amount included in revenue arising from exchanges of goods or services
are as follows:

Service charges 159,324,887 150,649,448
Rendeting of services 276,874 231,792
Rental of facilities and equipment 1,375,575 1,216,348
Agency services 2,496,703 -
Licences and permits 1,241,209 3,925,789
Town planning scheme 323,554 311,568
Commission received 70,841 56,010
Demand charges 454,283 619,167
Other income - (roliup) 7,371,152 3,419,003
Interast received - investment 12,787,808 9,845,041

185,719,866 170,274,166
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21. Revenue (continued)
The amount included in revenue arising from non-exchange transactions is as
follows:
Taxation revenue
Property rates 689,760,593 62,003,315
Transfer revenue
Government grants & subsidies 172,373,407 163,003,099
Fines, Penalties and Forfeits 6,080,600 15,526,100
247,224,600 240,622,514
22, Service charges
Sale of electricity 108,892,105 1031 66,813
Sale of water 27,254,761 25,122,231
Solid waste 7,596,470 7,259,742
Sewerage and sanitation charges 15,478,551 15,100,662
159,321,887 150,649,448
23. Other income
Advertising - 3,584
Collection charges 2,507,693 2,329,719
Discount racieved 198,562 204,426
Fire brigade levies 258,789 674
Insurance claims 58,726 80,649
Micellaneous income 49,836 121,455
Staff recoveries 1,624,702 -
Penalties - tampered meters 132,948 84,900
Printing and duplicates 5,516 4,550
Procurement income 374,088 235,532
Surplus cash 2,160,202 353,514
7,371,152 3,416,003
24. lnvestment revenue
Interest revenue
Interest received - investments 1,764,101 742,068
Interest chargad cn trade and other receivables 11,023,707 9,102,973
12,787,808 9,845,041
25. Actuarial gain
Long service award 381,583 45,246
Post-retirement medical aid benefit 13,385,580 2,659,000
13,767,173 2,704,246

Refer to note 7 for mare detail on post retirement medical acturial gain increase.
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28. Property rates

Rates received

Property rates 68,760,592 52,003,315
Valuations

Residential 3,667,770,000 3,667,770,000
Commetcial 738,219,000 738,218,000
Industrial 15,400,000 15,400,000
Accomodation establishment 62,051,000 62,051,000
Public Benefit Activities 54,217,000 54,217,000
Farms Residential 631,632,000 631,632,000
Farms Agricultural 3,818,881,000 3,818,881 ,000
Farms Business 586,350,000 586,359,000
Farms Vacant Land 528,796,000 528,796,000
Farms Other 45,635,000 45,635,000
Small Holdings Residential 122,903,000 122,903,000
Smali Holdings Agricultural 18,803,000 18,803,000
Small Holdings Business 39,094,000 39,094,000
Small Holdings Vancant Land 167,484,000 167,484,000
Small Holdings Other 393,000 393,000
Pubic Service infrastructure 8,433,000 8,433,000
Private Open Space 15,958,000 15,959,000
Vacant Business 8,616,000 §,616,000
Vacant Residentail 776,268,000 776,268,000
Municipal Poperty 21,078,000 21,078,000

11,328,891,000 14,328,891,000

Valuations on land and buildings are performed every 5 years. The last general valuation came into effect on 1 July 2018.
Interim valuations are processed on an annual basis to take info account changes in individual propetty values due 1o
alterations and subdivisions.

A general rate of R0.006 {2048: R 0.008) is applied to property valuations to determine assessment rates.
The rate randages are as follows:

Farms argricultural is R 0.0074

Farms agricultural {bona fide) R 0.0029
Reslidential propoerties R 0.0119
Government propoerties R 0.0150
Business and industrial R 0.0150
Vacant land business R 0.0150
Vfacant land residential R 0.0150

The new general vaiuation will be implemented on 01 July 2021,
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27. Government grants and subsidies

Operating grants

Equitable share 81,986,259 74,939,060
Local Government Finance Management Grant 1,699,999 1,700,000
Expanded Public Works Programme Integrated Grant for Municipalities 1,154,000 1,000,000
Municipal Systems Improvement Grant - 152,358
SETA grant 213,048 -

85,053,306 77,791,358

Capital grants

Integraied National Electrification Programme 6,861,982 24,927,935
Municipal Infrastructure Grant 37,530,000 26,304,000
Municipal Water Infrastructure Grant - 34,069,806
Municipal Services Infrastructure Grant 42 928,119 -

87,320,101 85,301,741
172,373,407 163,093,099

Equitable Share
In terms of the Constitution, this grant is used o subsidise the provision of basic services to indigent community members.
All registered indigents receive a manthly subsidy of R - (2018: R -), which is funded from the grant.

Integrated Nationat Electrification Programme

Balance unspent at beginning of year 72,065 11,993,002
Current-year recelpts 15,580,000 25,000,000
Conditions met - transferred to revenue (6.861,981) {24,927,935)
Offset against prior year unspent grant (72,085) (11,993,002)
8,718,019 72,085

Conditions still to be met - remain liabilities (see note 186).

The purpose of this grant is to tacilitate the planning, funding and implementation af national electrification projects and all
related bulk infrastructure

Local Government Financial management Grant

Current-year receipts 1,700,000 1,700,000
Conditions met - transferred to revenue (1,700,000) (1,700,000)

Conditions still to be met - remain liabilifies (see nate 16).

The purpose of the FMG Grant is to promote and support municipal financial management reforms and assist municipalities
with implementation of the MFMA

The conditions of the grant are as follows:
Appointment of an appropriately skilled municipal manager and CFO
Appointment of at ieast two interns for purposes of building fuiure financial management capacity

Counil resclution committing council to reforms
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27. Government grants and subsidies {continued)

Expanded Public Works Programme Integrated Grant for Municipalities

Current-year raceipts 1,154,000 1,000,000
Conditions met - transferred to revenue 1,154,000 {1,000,000)

Conditions still to be met - remain liabilities (see note 16).

The grant is to incentivise municipalities to increase labour intensive employment through infrastructure programmes that
maximise job creation and skills development in fine with the EPWP guidelines

Municipal Infrastructure Water Grant

Balance unspent at beginning of year 930,194 -
Current-year receipts 48,500,000 35,000,000
Conditions met - transferred to revenue (42,928,119) (34,069,806)
Offset against prior year unspent grant {930,194) -
2,571,881 930,194

Conditions still to be met - remain liabilities (see note 16).

The purpose of this grant is to ensure that the country's water resources are protected,used,developed, conserved, managed
and controlled in a sustainable manner for the benefit of all people and the environment, through effective policies, integrated
planning ,strategies, knowledge base and procedures.

Municipal Infrastructure Grant

Balance unspent at beginning of year - 13,509,788
Current-year receipts 37,530,000 26,304,000
Conditions met - transferred to revenue {37,530,000) (26,304,000)
Offset against prior year unspent grant - {13,509,788)

Conditions still to be met - remain liabilities (see note 16).

The municipal infrastructure Grants complements the equitable share grant for local government, however it is provided
conditionally ta municipalities.

The key principles underpinning the design of the MIG are outlined below:

a)Focus on infrastructure required for a basic level of service: The MIG programme is aimed at providing only basic
infrastructure

¢) Maximiging economic benefits: The programme will be managed to ensure that the focal economic spin -offs through
providing infrastructure are maximised

d)Equity in the allocation and use of funds: The mechanism for distributing funds must provide for equitable access to such
funds by the poor in arder to make uniform progress in closing the infrastructure gap.
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28, Employee related costs
Acting allowances 2,481,187 2,598,297
Bargaining council 39,889 38,692
Basic 71,115,203 69,433,177
Bonus 6,301,990 5,423,558
Car aliowance 7,409,648 5,867,664
Cellphone allowance 988,154 064,562
Current service cost 2,328,000 1,003,246
Fire allowance 27,000 25,350
Housing benefits and allcwances 336,492 341,746
Leave pay provision charge 2,307,507 4,438,624
Long-service awards 1,333,248 1,666,838
Medical aid - company contributions 7,074,418 5,450,737
Qvertime payments 12,680,572 8,924,307
Post empleyment benefits 14,043,059 14,470,030
Unemployment insurance fund 632,785 639,190
Workmens compensation 1,361,502 2,140,045
Skills developmant levy 265,604 1,053,078
130,726,348 125,469,241
Remuneration of municipal manager
Annual Remuneration 791,808 272,212
Car Allowance 311,448 110,328
Contributions to UIF, Medical and Pension Funds 144,310 58,537
Other allowance 23,088 8,260
1,271,554 454,337
The municipal manager was appounted 1st April 2018.
Remuneration of chief finance officer
Annual Remuneration 513,901 508,467
Car Allowance 207,987 207,657
Contributions to UIF, Medical and Pension Funds 116,388 135,455
Cellphone allowance 23,988 29,985
Acting allowance - 272,388
862,264 1,243,852
Remuneration of corporate services manager
Annual Remuneration 563,477 610,965
Car Allowance 237,694 218,968
Contributions to UIF, Medical and Pension Funds 158,754 142,767
Cellphone allowance 23,988 29,085
Acting allowance - 286,122
983,913 1,289,807
Remuneration of technical services manager
Annual Remuneration 476,395 943,960
Car Allowance 198,850 354,286
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28. Employee related costs {continued)
Contrinutions to UIF, Medical and Pension Funds 118,414 302,675
Cellphone allowance 19,800 37,488
Acting allowance - 199,152
813,749 1,837,561
Remuneration of planning and economic development manager
Annual Remuneration 503,406 571,496
Car Allowance 174,574 211,026
Contributions o UIF, Medical and Pension Funds 156,694 161,228
Cellphone allowances 23,988 23,991
Acting allowance 74,538 181,143
933,200 1,150,884
Remuneration of acting manager for social department
Annual Remunaration 503,406 716,442
Car Allowance 176,818 164,852
Celiphone allowance 23,988 23,988
Contributions o UIF, Medical and Pension Funds 152,104 105,883
Acting allowance 54 556 53,047
910,871 1,062,162
29. Remuneration of councillors
Executive Major 872,443 829,813
Mayoral Committee Members 2,653,940 2,443,841
Speaker 706,919 854,570
Councillars 2,443,986 2,303,334
Chief whip 686,618 637,816
7,363,906 6,869,374
30. Depreciation and amortisation
Property, ptant and equipment 29,633,519 32,021,258
Intangible assets 317,078 269,938
29,950,597 32,201,196
31. Impairment of assets
[mpairments
Property, plant and equipmeni - 24,776,266
32. Finance cosis
Non-current borrowings 3,601,386 -
Finance leases 430,041 4,838,696
Land Fill Site 3,338,326 3,147,646
Employee Stated Benefit 4,182,000 4,320,000
11,549,753 12,306,342
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33. Debt impairment
Debt impairment allowance - consumer debtors 23,410,989 14,755,180
Debt impairment allowance - traffic fines 3,939,748 10,093,469
Bad debts written off 9,142,269 8,635,779
Bad debts written off - traffic fines 386,730 -

36,879,736 33,484,428
34. Bulk purchases
Electricity 85,000,383 80,148,654
Water 12,198,126 8,427,816

97,198,509 88,576,610
Elactricity losses

Number Number
2019 2018

Units purchased 61,028,083 91,580,487 131,562,888 113,990,231
Units seld (78,877,867) {80,562,063) {114,148,712) (100,275,800)
Total loss 12,050,216 114,018,424 17,416,176 13,714,631
Comprising of:
Technical losses 1,205,021 1,101,842 1,741,617 1,371,463
Non-technical losses 10,845,194 8,616,582 15,674,559 12,343,168
Total 12,050,215 11,018,424 17,416,176 13,714,631
Percentage Loss:
Technical losses 10 % 10 %
Non-technical lcsses 3% 2 %
Total 13 % 12 %
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34, Bulk purchases (continued)

Water losses

Number Number
2018 2018

Units purchased 2,908,957 2,554,980 18,954,447 13,136,267
Units sold (2,199,646) (2,081,868) (12,866,829) (10,705,999}
Total 709,311 473,092 4,087,618 2,430,268
Comprising of:

Tachnical losses 120,583 94 618 705,349 488,575
Non-technical losses 588,728 378,474 3,382,269 1,943,693
Total 709,311 473,092 4,087,618 2,430,268
Percentage Loss:

Technical losses 9% 3%
Nan-technical losses 15 % 15 %
Total 24 % 18 %

The distribution loss on water for the prior year was restated to correctly align it to the current year disclosure. Change in rate
used to arrive at distribution loss on water was changed from R11.69 to an average of R5.85 which is the average rate between
cost to purchase at Magalies and intemal water treatment cost.

35. Contracted services
Outsourced Services

Connaction/Dis-connection 315 -
Transpori Services 27,300 -

Consultants and Professional Services

Business and Advisory 71,149 -

Confractors

Aerial Photography 4,000 -

Maintenance of Unspecified Asseis 1,950,786 -
2,053,550 -
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38, General expenses
Advertising 455,247 883,540
Auditors remuneration 4,243,371 4,500,127
Bank charges 1,170,864 1,171,916
Cleaning 204,183 253,652
Commission paid 3,550,851 5,268,087
Consulting and professional fees 9,775,352 12,887,599
Deht coliection 3,415,039 3,886,886
Entertainment - 4709
Hire 6,818,564 7,832,915
Insurance 903,856 689,764
IT expenses 6,851,983 4,201,273
Fue! and oil 3,540,310 3,560,301
Placement fees - 69,828
Postage and courler 371,701 380,694
Printing and stationery 759,353 535,541
Protective clothing 1,017,635 1,642,724
Repairs and maintenance 16,457 488 6,214,625
Subscriptions and membership fees 1,062,053 2,359,272
Telephone and fax 3,487,696 1,896,376
Training 586,439 -
Travel - iocal 968,482 1,587,160
Community outreach programme 397,874 1,367,580
Chemicals 23,714 69,901
Internal audit 71,108 3,615
Contracted services 7,219,117 21,180,665
Capacity building 1,265,116 575,791
Material Losses 4.106,017 -
QOther expenses 25,495 -
78,836,806 84,064,541
See note 53 for additional disclosure on material lossest
37. Fair value adjustments
Investment property (Fair value mcdel) 2,820,154 3,592,232
38. Auditors' remuneration
Fees 4,243,371 4,500,127
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39, Cash generated from operations
Surplus (deficit) 54,895,824  (41,044,111)
Adjustments for:
Depreciation 29,633,519 32,021,258
Amortisation 317,078 269,938
Impairment PPE - 24,778,285
Fair value adjusfments (2,820,154)  (3,582,232)
Debt impairment 36,879,735 33,484,428
Loss on disposal of PPE 76,765 1,074,698
Loss on disposal of asset - investment property - 49,296,203
Movements in retirement benefit assets and liabilities (8,185,227) 2,425,000
Movements in provisions {113,565} 5,116,245
Landfill rehablitation provision 3,336,326 -
Changes in working capital:
Inventories (61,497) {2,607)
Receivahles from exchange transactions {121,331) (482,285)
Consumer debtors {31,183,235) (20,520,374)
Other receivables from non-exchange transactions (1,268,496)  (6,927,284)
Agreements (458,017) 92,534
Sundry receivables {501,028) 4,257,904
Unkown deposits (1,345,680) 930,772
Payables from exchange transactions (1,650,384) 31,475,755
VAT 2,311,978 3,981,744
Unspent conditional grants and receipts 10,287,641  (24,500,532)
Consumer deposits 128,972 199,580
Other 57,990 -
90,237,214 92,332,899
40. Financial instruments disclosure
Categories of financial instruments
2019
Financial assets
At amortised Total
cost
Trade receivables from exchange transactiens 2,417,418 2417418
Trade receivables from non-exchange transactions 6,491,680 6,491,680
Consumer dabtors 8,505,498 8,505,498
Cash and cash equivalents 13,086,692 13,086,692
Sundry receivables 1,886,241 1,886,241
Agreements 784,494 784,494
33,172,023 33,172,023
Financial liabilities
At amortised Total
cost
Trade payables from exchange transactions 149,303,167 149,303,167
Consumer deposits 5,778,684 5,778,684
Unspent conditional grants 11,288,900 11,289,800
166,371,751 166,371,751

2018
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40. Financial Instruments disclosure (continued)

Financial assets

Al amoriised Total
cost
Trade raceivables from exchange transactions 2,296,087 2,296,087
Trade receivables from non-exchange transactions 9,549,661 9,549,661
Consumer debtors 9,875,521 9,875,521
Cash and cash equivalents 4,175,225 4,175,225
Sundry receivables 1,385,213 1,385,213
Agreements 326,477 326,477

27,608,184 27,608,184

Finangial liabilities

At amortised Total
cost
Trade payables from exchange transactions 146,426,096 146,426,006
Consumer deposits ® 5,649,712 5,649,712
Unspent cenditional grants 1,002,259 1,002,259

153,078,067 153,078,067
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41, Commitments
Authorised capital expenditure

Already confracted for but not provided for
. Property, plant and equipment 29,874,357 66,879,611

Not yet contracted for and authorised by accounting officer
. Property, plant and equipment 237,490,350 148,567,917

Total capital commitments
Already contracted for but not provided for 20,874,357 66,879,611
Not yet contracied for and autherised by accounting officer 237,490,350 148,567,917

267,364,707 215,447,528

Authorised operational expenditure

Operating expenditure approved and contracted
. Operating commitments 23,327,335 22,576,652

Total operational commitments
Aiready contracted for but nat provided for 23,327,335 22,576,652

This comimiited expenditure relates to plant and equipment as requited by GRAP 19 and will be financed by available bank
fagilities, retained surpluses, existing ¢ash resources, funds internally generated, efc.

The Municipality owns propoerties that are leased out to employees for the peried not exceeding 12 months. The Municipality
leases land to various entities for the purposes of farming and network equipment transmission. Lease periods range from five
to ten years.

Operating leases - as lessee (expense)

Minimum lease payments due :
- within ane year 323,843 565,592

- in second to fifth year inclusive 13,554 385,665
- later than five years - 7.998
337,497 959,255

Operating lease payments represent rentals payable by the municipality to the following service providers. No gontingent rent is
payable.

Nashua - The Municipality leased printers from Nashua for a period of 36 months, effective from 24 July 2014, There were no
defaults or breaches and no tetms or condition were negotiated during the reporting period.

Fedelity -The Municipality has a lease with Fedelity Cash Solutions for a period of 3 years, effective from 1 August 2017. The
lease payment is R11 408 .56(VAT excl.)per month with an annual escalation of 9.5%. The lease agreement is hot renewable
at the end of the lease term. There were no defaults or breaches and no terms or conditions were renegotiated during the
reporting period.

Bertobrite Fleet Management - The Municipality leasés vehicles from Bertobrite Fleet Management for a period of 36 months
,affective from 01 February 2016, There were no defaults or breaches and no terms or conditions were renegotiated during the
reporting period.
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42, Contingencies

[Malebye Business Enterprises CC t/a Malebye Petrofeum /f NTK Limpopo Agric Limited and 5 Others

Nature of the issue - Civil application

On 12 July 2018, the Municipality was served with an application by Malebye Business Enterprises CC for the High Court in
Palokwane to grant an arder directing NTK Limpopo Agric Limited to cease all retailing activities on their property situated at
Pienaarsriviar in the ordinary course of events. They further requasted the Municipality to provide them with a report setting out
the legislative framework far issuing of appraval of building plans, zoning requirements, compliance with servitudes amongst
others.

They contend that the Municipality in approving the building plans did not comply wiit the Town Planning Scheme and the title
conditions applicable to the property. That the Municipality did not properly consider the restrictive title condition, the fuei tanks
that had ta be placed underground nor the servitude that formed a natural boundary between the applicant's property and NTK.
Therefore leaving their rights being infringed by all the Respondents including the Municipality.

The Application has a three (3) part Notice of Motion and the Municipality is the First Respondent, whilst our Building Controi
Officers are cited as the Seventh and Ninth Respondent in the proceedings.

The Municipality has now filed reasons for the approval of the Building Plans, however, the applicants have now re-issued the
same application despite the response of the Municipality in an attempt to review the Municipality's decision to approve NTK's
building plans. NTK {2ND Respondent) has filed a nofice of exception against Malebye Business Enterprises CC, the said
exception has been set down for hearing on August 2019. Qur Aftorneys wili attend to hear the outcome.

Status: The Municipality has filed reasons for the approval and awaits the Applicant to take the matter further.

Claimed amount: No monetary ¢laim

Estimated potential expenditure on fees, R800 000

Nature of claim: Civil-Action :Summons for damages claim

The Municipality was setved with Summons on 4 October 2018.

The Plaintiff is suing for damages in the amount of R12 738.47, following an alleged collision batween the Plaintiff's vehicle with
a pothole. We confirm that the Plaintiff alleges that the pothole in question falls within the jurisdiction of the Bela-Bela Local
Municipality and that the Municipality failed to maintain the road and/or to repalr the damages on the road.

The Municipality has filed a notice to defend and plea. A pre-trial canference was concluded on 5 April 2019, pleadings have
clesed. We naw await for the Plaintif's to set the matter down for trial

Status:The Municipality has filed a notice to defend and plea. The Municipality awaiis further action by the Plaintiff.
Claimed amount: R12 738.47

Estimated pofential expenditure on fees, R120 000

43. Related parties

Relationships

Accounting Officer The municipality does not have related party

transactions for the 2018 financial year.

Members of key management Refer 1o note 28 and 29,
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44. Change in estimate
Property, plant and equipment

The Municipality reviews the ramaining useful life of avery movabie asset on an annual basis. All asset class's remaining useful
Ffe was reviewed and the effect on depreciation is indicated in the table below:

Asset class

Plant and Machinery 117,410 41,612
Furniture and fixtures 168,193 102,749
Motar vehicles 8,164,971 1,546,324
Office equipment 163,856 175,041
Emergency equipment 7,298 3,637

8,621,728 1,869,363

45, Prior-year adjustments

Presenied below are those items contained In the statement of financial position, statement of financial performance and cash
fiow statement that have been affected by prior-year adjustmants:

Statement of financial position

2017
Note As previously Carrection of Restated
reported arror
Praperty Plant and Equipment 660,180,563 {4,397,841) 685,782,722
Payables from Exchange (145,709,046} 388,946 (145,320,100)
Accumulated Surplus (759,306,234) 4.008,805 (755,297,339)
{214,834,717) - {214,834,717)
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45. Prior-year adjustments (continued)
2018

Mote As previously Correction of Re- Restated

reported error classification

Inventories 206,228 - - 206,228
Recelvahles from exchange 2,286,087 - - 2,296,087
Receivables from non-exchanege transactions 2,428,105 - 7,121,555 9,549,660
VAT 14,178,197 - - 14,178,197
Consumer debtors from non-exchange transactions 7,121,555 - (7,121,655) -
Consumer debtors from exchange transactions 9,875,522 - - 9,875,522
Sundry debters 1,385,213 - - 1,385,213
Agreements 140,812 - - 140,812
Cash and cash equivalents 4175,224 - - 4,175,224
Investment property 282,015,409 - - 282,015,409
Propetty, plant and equipment 685,782,722 2,011,392 - B87,794,114
Intangible assets 2,495,478 - - 2,495,478
Heritage assets 538,950 - - 538,950
Sundry debtors 185,664 - - 185,664
Finance lease obligation (current) (7,164,963) (504,399) - (7.668,362)
Payables from exchange transactions (145,320,100)  (1,105,0986) - (146,426,096)
Consumer deposits {5,649,712) - - {5,649,712)
Unspent conditional grants and rececipts (1,002,259) - - (1,002,259)
Provigion {current) (6,331,412) - 5,396,000 {935,412)
Unknown deposiis (5,845,204) - - (5,845,204)
Employee benefit obligaticn (41,613,870) - - (41,613,870)
Provision (non-current) (44,600,307) - {5,3968,000} (49,996,307)
Accumulated surplus (755,267,339) {400,997} - (755,698,336)
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45. Prior-year adjustments (continued)

Statement of financial performance

2018

Note As previously Correction of Restated

reported errot

Service charges 150,649,448 - 150,649,448
Rental of facllities and eguipment 1,216,348 - 1,216,348
Interest received 9,845,041 - 9,845,041
Licences and parmits 3,925,789 - 3,925,788
Administartion and management fees received 231,792 - 231,792
Commissions received 56,010 - 56,010
Demand charges 619,167 - 819,167
Other income 3,419,003 - 3,419,003
Town palnning scheme 311,568 - 311,568
Fair value adjustments 3,592,232 - 3,662,232
Actuarial gains 2,704,248 - 2,704,246
Property rates 62,003,315 - 82,003,315
Government grants and subsidies 163,093,099 - 163,093,099
Fines 15,526,100 - 15,526,100
Employee related costs {125,469,240) - (125,469,240)
Rermuneration of councillors {6,669,374) - {6,869,374)
Depreciafion and amortisation (34,302,689) 2,011,483  (32,291,196)
tmpairement loss / reversal of Impairements {24,776,266) - (24,776,266)
Finance costs (12,295,197) (11,148) (12,306,342)
Debt impairment (33,484,430) - (33,484,430)
Bulk purchases (88,087,686} (488,924) (88,576,610)
Lass on disposal of assets (50,399,271) - (50,390,271)
General expenses (82,954,217 (1,110,324) {84,064,541)
Surplus for the year (41,445,212} 401,100  (41,044,112)
Errars

The following prior period arrors adjustments occurred:

Error 1

Correction of property, plant andg equipment incorrectly stated in the previous financial year.

Statement of financial position
Property, plant and equipment

Plant and machinery carrying amount - 291,805
Furniture and fittings carrying amount - 301,280
Office equipment carrying amount - 1,396,628
Emergency equipment carrying amount - 21,782

- 2,011,493

Statement of finangial performance
Depreciation - 2,011,493
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45, Prior-year adjustments (¢ontinued)
Error 2
Expense incorrectly recegnised in the current financial year instead of the previous financial year.

Statement of financial position
Trade paybales from exchange transactions - (488,924)

Statement of financial performance
Bulk purchases: Water - 488,924

Error 3
The finance lease fiability was incorrectly stated in 2018 accarding to the finance lease register.

Statement of financial position
Current Liabifities: Finance lease obligation - (504,399)

Statement of financial performance

Finance Cost - 11,145
General Expense: Hire Charges - 493,253

- 504,398
Error 4

Expenditure was accrued in 2018/2018 financial year but relate to 2017/2018 financial year.

Statement of financial position
Cutrent Liabilitlies: Trade Payables: Accrurals - (817,071)

Statement of financial performance
General Expenditure - 617,071

Error 5 - 2017

Prior 2017 work in progress assets were capitilized which relate to repairs and maintenance. An adjustment was made to the
opehing balance of werk in progress assets.t

Statement of financial position
Property plant and equipment - (4,397 ,841)
Accumulated surplus - 4,397,841

Error 6 - 2017
The opening balance for trade payables was overstated in 2017 due fo incorrect regonition of creditors
Statement of financial position

Current Liabilities; Trade Payables - 478,651
Accumulated Surplus (478,651)

Error 7 - 2017

88




Bela Bela Local Municipality

(Registration number LIM 366)

Anrual Financial Statements for the year ended 30 June 2019
Notes to the Annual Financial Statements

Figures in Rand 2019 2018

45, Prior-year adjustments (continued)
Trade accrurals was incorretly raised in 2018/2019 which relate to an invoice in 2016/2017 financial year.
Statement of financial position

Current Liabilities: Trade Payables and Accrurals - (88,705)
Accumulated Surplus - 89,705

Error 8 - Disclosure

Distribution loss on water for prior year was restated to correctly align it to current year disclosura. Change In rate use to arive
at distribution loss on water was changed from R11.69 to an average of R5.85. This is the average rate batween cosf to
purchase water from Magalies and intarnal water treatment cost. The rate of R11.69 used last year was incorrect and resulied
to adjusted diaclosure on water losses. t

Water Distribution L.oss

Purchases (k) - 473,002
Sales (k) - {473,002)
Amount of Losses - (843,056)
- {843,056}
DistributionLosses
Non-Technical Losses (k) - {23,654)
Technical Losses (ki) - 23,654
Amount of non-technical losses - - {838,6832)
Amaunt of technical losses - (4,424)
- (843,056)

Reclassifications

The following reclassifications adjustment occurred:

Reclassification 1

Reclassification of amounts relating to consumer debtors exchange and non-exchange.
Statement of Financial Position

Receivables from non-echange transactions - 7,121,655
Consumer debtors from non-exchange transactions - (7,121,555)

Reclassification 2
Reclassification of the current and non-current portion in relation to provisions
Statement of financial performance

Provision (currant) - 5,396,000
Provision (non-current) - (5,396,000)

46. Comparative figures
Certain comparative figures have been reclassified.

Please refer to note 47.
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47. Risk management
Liquidity risk

The municipality's risk to liguidity is a result of the funds availabie to cover future commitments. The municipality manages
liquidity risk through an ongoing review of future cammitments (refer to note 41 for commitments) and credit facllities. Cash flow
forecasts are prepared.

Credit risk

Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. The municipality only deposits cash with
maijor banks with high quality credit standing and limits exposure fo any one counter-party.

Trade receivables comprise a widespread customer hase. Management evaluated credit risk relating to customers on an
ongeing basis. If customers are independently rated, these ratings are used. Otherwise, if there is no independent rating, risk
control assesses the credit quality of the customer, taking into account its financial position, past experience and other factors.
Individual risk limits are set based on internal or externai ratings in accordance with limits set by the municiplaity. The utilisation
of credit limits is reqularly maniiored. Sales to retail customers are settiad in cash or using major credit cards. Credit guarantee
insurance is purchased when deemed appropriate.

Market risk
Interest rate risk

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

48. Going concern

The annual financial statements have been prepared on the basis of accounting policies applicable to a going congern. This
basis presumes that funds will be avaflable to finance future operations and that the realisation of assets and settlement of
liabilities, contingent obligations and commitmants will occur in the ordinary course of business.

49. Events after the reporting date

Dikala Plant Hire GG institute a claim against the municipality for outstanding monies to the value of R 8 673 358.88. Bela Bela
municipality defend the case against tha claimant on the basis that the tender award was made to joint venture. During October
2019 the Council resolve that the amount of R8 873 358.88 be paid to Dikala Plant Hire cc as per the High Court Ruling in
monthly installments

50. Unauthorised expenditure

Opening balance as previously reported 15,130,663 40,048,173
Opening halance as restated 15,130,663 40,046,173
Add:Unauthotised expenditure - current period 14,255,228 15,130,663
Less: Amount written off - prior period (15,005,084) (40,046,173)
Closing balance 14,380,807 15,130,663

Assesment between approved budget and actual spent was performed relating to vote structure (Department functions).
Employea cost was identified to have been not properly allocated per department on the financial sysiem when compared to
budget tables which resulted to material unauthorised per vate or per department. However the overall approved budget is
higher than actual spent. Inciuded on unauthorised is an additional R4 462 600.72 unauthorised based on CAPEX when
compared between budget per vote structure/depariment.
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51, Fruitless and wasteful expenditure

Opening balance as previously reported 2,191,338 2,029,986
Opening balance as restated 2,191,338 2,029,986
Add: Fruitless and wasteful expenditure - current period 3,822,678 2,191,338
Less: Amount written off - current - {2,029,986)
Less: Amount written off - prior period (2,191,338) -
Closing balance 3,822,678 2,191,338

The current year fruitless and wastefull expenditure amounting to R3 822 78 is lagely impacted by interest on late payment of
Eskom invoices to the amaunt of R3 374 790.58, Magalies R43 581.77 and interest on late payment on VAT of R263 029.35t

52. Irregular expenditure

Opening balance as previously reported

Opening balance as restated

Add: Irregular Expenditure - current period

Add: Irregular Expenditura - prior period after audit
Add: irregular Expenditure - current period after audit
Less: Amount written off - current

Less: Amount written off - prior period

Closing balance

Details of irregular expenditure incurred

(11,126,964)
(6,439,851)

6,439,851 950,425
6,439,851 959,425
11426964 5730436
- 25433415

- 709,415

(26,392,840)

6,439,851

Included in the current year irregular is an amount of RG 439 851, an apening balance from the 2017/18 financial year . A
further amount of R11 126 964.52 which is the irregular expenditure for the 2018M9 financial year (R12 786 009.2, VAT
inclusive) . The R11 126 965 is from continuing contracts which were found to be in contravention of the Municipality's Supply

Chain Management Palicy from the previous years audit. A Datailed management repart expalining each irregular expense

raised is available.

The classification, validation , and recoverability of all irregular expenditure was submitted to Council in terms of section 32 of
MEMA for determination. The resulting action was the approval of the write -off of the R6 439 851 brought forward from the
2017/18 financial year and the current year krregular expenditure of R11 126 864 as it was found that itregular amount as

identified was not recoverable.

53. Additional disclosure in terms of Municipal Finance Management Act
Contributions to organised local government

Current year subscription / fee
Amount paid - current year

Material losses through criminal conduct

QOpening balance
Amount incurred - current year
Amount recovered - current year

1,356,428 1,269,370
(1,356,4268)  {1,269,370)
1,104,721 991,148
5,706,017 806,679

{326,880) (693,106)
6,483,858 1,104,721

The material losses is debit orders which went fraudulent through the bank account. The matter is investigated. See note 36 for

disclosure
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53. Additional disclosure in terms of Municipal Finance Management Act {continued)

Audit fees

Opening balance 3,777,820 2,522,206
Current year subscription / fee 4,241,887 2,846,515
Amount paid - currant year (4,874,725)  (1,590,801)

3,144,982 3,777,820

PAYE and UIF

Opening balance 2,628,474 1,224,374
Current year subscription / fee 18,635,805 17,679,81¢
Amount paid - current year (18,635,805) (16,275,819)

2,628,474 2,628,474

Pension and Medical Aid Deductions

Opening balance 3,371,240 775,470
Current year subscription / fee 29,745,986 30,611,919
Amaunt paid - currant year (29,668,479) (28,015,849)

3,448,747 3,371,240

VAT

VAT receivahle 11,866,218 14,178,197

Al VAT returns have been submitted by the due date throughout the year.
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53. Additional disclosure in terms of Municipal Finance Management Act {continued}
Councillors’ arrear consumer accounts

The foliowing Councillors had arrear accounts cutstanding for more than 90 days at 30 June 2018:

30 June 201@ Qutstanding  Outstanding Total
less than 90  more than 90 R
days days
R R

Clir. Ledwaba MH 3,135 13,959 17,094
Clls. Malefe YMS3 2,056 - 2,056
ClIr. Moeletsi RZ 1,277 - 1,277
Clir. Senosha MD 201 - 201
Clir. Seale 8D 3,783 7,084 10,867
Cllr. Masemola TR 1,611 - 1,611
ClIr. Modimola LR 582 - 582
Clir. Hlungwane FS 181 - 181
Clir. Shika MA 2,083 - 2,083
Clir. Maluleka SE 1,122 - 1,122
ClIr. Makhubela MJ 275 - 275
Cllr. Mothokwa KF 407 - 407

16,713 21,043 37,756
30 June 2018 Outstanding  Qutstanding Total

less than 90 more than 8C R
days days
R R

Clir. Ledwaba MH 1,237 5,488 6,725
Clir. Malete YMS 769 a0 829
ClIr. Moeletsi RZ 1,222 - 1,222
Cllr. Moswoe AR a3 - 33
Clir. Seale SD 920 - 820
Cllr. Masemola TR 1,646 - 1,646
Clir. Modimela LR 569 - 569
Clir. Hlungwane FS 474 - 474
Cllr. Shika MA 474 - 474
Clir. Maluleka SE 836 - 836
Clir. Makhubela MJ 997 - 997
Cllr. Mothokwa KF 434 - 434
Ciir. Ledwaba MH 2,153 - 2,153
Cllr. Ras MN 2,067 - 2,067

13,831 5,548 19,379

During the year the follawing Councillors’ had arrear accounts outstanding for more than 90 days.

30 June 2019 Highest Aging
outstanding (in days)
amount
Clir. Ledwaba MH 13,959 210
Cllr. Seale SD 7,084 210
21,043 420
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54, Deviation from supply chain management regulations

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

Paragraph 35 of the same gazette states that the accounting officer may dispensa with the official procurement process in
certain circumstances, provided that he records the reasons far any deviafions and reports them to the next meeting of the
accounting officer and includes a note to the annual financial statements.

Edge Forensic and Risk consultants was appointed during the financial year under review(28 May 2019) and the process
fallowed in procuring those services deviated fram the provisions of paragraph 12{1)(d}(i) as stated above. The reasans for the
deviation was documented and reportad to the accounting officer on the 27 May 2019 who then considered the reason and
subseguenfly approved the deviation from the normal supply chain management regulations.

Deviation from SCM regulation 164,556 943,853

55. Budget differences
Material differences between budget and actual amounts

N1: Service charges - Result of lower assumption and increased water and electricity losses

N2: Rental of facilities and equipment - Vacant unit and resulted decrease in rental

N3: License and pemits - Decrease due to technical interruption during the year which led to customers utilising Modimolle
licensing departmant together with reclassifiaction to mest mSCOA standard

N4: Commisslons received - Reclassification to meet mSCOA standard from license and permit segment

N5: Agency fee - Relcassification to meet mSCOA standard from license and permit segment

N&: Town planning scheme - the variance is due to realignment of the segment to meet mSCOA reporting standard

N7: Other income - No material variance other than reclassification of the line item to align segment to meet mSCOA reporting
requirement

N8: Interast received - Investment: In respond to poor cash flow. Surplus ¢ash was invested to yield additional income
N9:Property rates - Budget process took into account new valuation roli without consideting subsequent objections to the
valuation roll

N10 : Government grants and subsidies - Additional allocation was received during the financial year ad per DoRA

N11: Fines, penalties and forfeits - Decreases is as a fesult of reduced humber of offences

N12:Depreciation and amortisation - The projected depraciation took into account project which were expected tc have been
completed during 2019 financial year which are still in progress as at financial year end

N13: - Finance cost - The varianc is attributable to finance lease contract which come to an end during the first half of the
2019 financial year

N14: Dabt impairment - The variance is as a result of increased write off were identified irrecoverable

N15: Repairs and maintenance - Municipality incurred mare than that of previous year as part of the plan in the renewal
programme of infrastructure

N16: Bulk purchases - The decrease was of a result of lower spending / consumption on water and electricity setvices

N17: Contracted services, general expenses and other materials - Realignment on contracted service, general expenses and
other materials was dane to align kne item to meast mSCOA reporting
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