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Bela Bela Local Municipality
{Registration number LIM 368)
Annual Financial Statements for the year ended 30 June 2021

Statement of Financial Position as at 30 June 2021

Figures in Rand Note(s) 2021 2020
Restated™
Assets
Current Assets
Inventories 3 234795 327 740
Recaivables fram exchange transactions 485 24 158 811 23 189928
Statutory receivables 6&5 21527 219 18 948 093
VAT receivable 7 3173941 7 909 199
Agreements 8 353 947 279 461
Receivables from non-exchange fransactions 2537 308 2218 490
Cash and cash equivalents 9 12516 771 10 201 964
61502492 63074873
Non-Current Asseis
Investment property 10 279138852 279138852
Property, plant and equipment 11 842 743 542 800183 275
intangible assets 12 1722 24¢ 1 860 365
Heritage assets 13 538 850 538 950
Agreements 8 73024 113 240
1124 221 617 1 081 834 682
Total Assets 1185 724 109 1 144 809 555
Liabilities
Current Liahilities
Payables from exchange transactions 14 155 705 442 167 837 459
Consumer deposits 15 6 373 400 & 023 767
Employee benefit obligation 18 1793 000 2 726 00C
Unspent cenditional grants and receipts 16 48 365 68C 21 847 140
Provisions 17 573950 813055
182 811 472 199 247 421
Non-Current Liabilities
Employee benefit obligation 18 52 911870 45274870
Provisions 17 70404746 62 284 208
123 406 616 107 558 078
Total Liabilities 306 218 088 306 806 498
Met Assets 879 506 021 838 103 056
Accumulatad surplus 879 506 021 838 103 056
879 506 021 838 103 056

Total Net Assets

* See Note 54




jela Bela Local Municipa\ity
Registration numier LM 366
snnual F'\nanc'\al gtatements for the year anded 30 June 2021

Statement of Fmanc'ia\ P

2020
Restated*

Revenue

Revenue from axchange transacﬁons

gervice charges 19 178 847 201 173173730
Sale of goods and rendering of services 224 710 990 068
Rental of faciliies and equipment 20 1 465 589 4 412 062
Agency genvices . 21 4 593392 4 400 166
Licences and permits 22 4 938 558 4 414 302
Cemetery Fees 449 027 360 111
cammission received og 846 a7 288
pemand charges 144 589 305 333
Other inceme 23 16477 843 49 908 952
Interest received - investment 24 43058 328 43 246 994
Actuarial gains 4 295 000 -
Total revenus from exchange fransactions . 248 293 793 243 619 006

Revenue from non-exchange transactions

Taxation reyenue

property rates 25 79 460 504 74791 581
Transfer revenue

Government grants and subsidies 26 192 He6 208 180 209 393
Fines, penalties and forfeits 27 16 060 600 g 565 250
Total revenue from non-exchange transactions 288 107 392 241 756 224
Total revenu® 506 401 1g5 465 375 230
Expenditure

Employee related costs 78 {148 499 989) (141 456 383)
Remuneration of councitlors 29 (7 508 g52) (7 591 102)
Deprec‘lat'\on and amort‘msation 30 (36 200 274) (30 437 A59)
Finance costs 34 (10 537 g3g) (14 173 655)
Debt '\rnpa‘.rment 32 (68 382 485) (28 437 470)
guik purchases 24 (1168651 348) (1 447705 282)
Contracted senvices 35 (38 336 785) {27 538 188)
Loss an disposal of assets and liabiliies : (289 543) (30 79
Fair value ad';ustments - (5 686 711}
Actuarial losses - 5723 792)
General axpenses 36 (38752 48 (82 a76 427)
Total expenditure (464 298 232) (422 912 248)
surplus for the year . . 41 402 953 32 462 982

* See Note 54




Bela Bela Local Municipality
(Registration number LIM 388)
Annual Financial Statements for the yaar ended 30 June 2021

sStatement of Changes in Net Assets

Accumuiatad Total net
Figures in Rand surplus assets
Opening balance as previously reported 780 887 198 780887188
Adjustments '
Correction of errors 8995 9392 § 995 992
Change in aceounting policy (8284 869) (8284 869)
Prior year adjustments 24041753 24041783 -
Balance at 01 July 2019 as restated” 805 640 074 805 640074
Changes in net assets
Surplus for the year 32462982 32462982
Total changes 32462982 32482882
Restated* Balance at 01 July 2020 838103 068 838 103 068
Changes in net assets
Surplus for the year 41402 853 414029653
Total changes 41 402 853 41402953
Balance ai 30 June 2021 879 506 021 879 506 01

* Sae Note 54




Bela Bela Local Municipality
(Registration number LIM 366)
Annual Financial Statements for the year ended 30 June 2021

Cash Flow Statement

Figures in Rand Note(s) 2021 2020
Restated®
Cash flows from operating activities
Receipts
Property rates and traffic fines 100129300 51353 066
Service charges 178 847 201 149 600 017
Granis 189 104 828 170 956 633
Interest income - 13 246 994
Other receipts 15 484 4180 14 004 952
483 5345480 399 181 662
Payments
Employee costs {152 904 581) (144 027 043)
Suppliers {50 829 313} (188 441 694)
Finance costs - (9 834 224)
Cther payments (211 628 148} -
(415 363 039) (342 302 961)
Net cash flows from operating activities 38 68182450 56858 701
Cash fiows from investing activities
Purchase of property, plant and aquipment 1 (78 925988) (60 335 239)
Cash flows from financing acftivities
Interast incomea 13 058 328 -
Net increésel{decrease) in cash and cash squivalents 2314 810 {3 476 538)
Cash and cash equivalents at the beginning of the year 10 201 964 13 678 502
Cash and cash eguivalents at the end of the year 9 12516 774 10 201 964

* See Note 54




Bela Bela Local Municipality
(Registratian number LIM 366)
Annual Financiai Statements for the year ended 30 June 2021

Statement of Comparison of Budget and Actual Amounts
Budget on Accrual Basis

Appraoved Adjustments  Final Budget Actual amounts  Difference Reference
budget oh comparable between final
basis budget and

Figures in Rand actual
Statement of Financial Performance
Revenue
Revenue from exchange
transactions
Service charges 506 173500 (1500000) 204673500 178 847 201 (25 826 299) 53.1
Saie of goods and rendering of 473 840 - 473 640 324 710 (148 930) 53.2
services
Rental of faciliies and equipment 1728 480 (2c0 000) 1528480 1 365 599 {162 881) 53.3
Agency services - - - 4 593 392 4 593 392 53.4
Licances and fees, Agency fees, 5172 072 - 5172072 1938558  (3233514) 53.4
Commissian received and
Demand charges
Cemetry fees 611 760 - 611 760 449 Q27 {162733) 535 -
Commission received - - - 69 846 99 846 53.6
Demand charges 484 044 - 484 044 144 589 (339 455) 53.7
Other income 7 507 892 (1500000y 6007992 16177 543 10 169 5§51
Interest received - investment 16093236  (1363340) 1472989 13058328 {1 671 568) 53.8
Total revenue from exchange 238 244 724 {4 563 340) 233681384 218 998 793 (16 682 591)
transactions
Revenue from non-exchange
transactions
Taxation revenue
Property raies 94 479 240 (1500 000) 92979240 79460 504 (13518 738) 53.9
Transfer revenue
Government grants and 191 184163 20715000 211899163 192 586 268 {19 312 875)
subsidies
Fines, penalties and forfeits - - - 1{go0s0s80c 16060600 §3.10
Total revenue from non- 285 663 403 19215000 304 878 403 288107 392 (16 771 011)
exchange transactions '
Total revenue 523 908 127 14 651 660 538559 787 505106185 (33453 602)
Expenditure '
Employee costs (147 279576) {4 488 801) (151 768 177) (148 329 9g9) 3438188
Remuneration of councillors (8 234 976) - (8234978) (7508552) 726424
Depreciation and amortisation (33 967 992) . (33967992) (36200274) (2241282)
Finance costs (12600000) 7600000 (5000 000) (10537838) (5537838 5311
Dabt impairment (10 349 918) . (10349916) (88382485 (58032569)  53.12
Bulk purchases (131 510 004) . (131510 004) (116651 346) 14858656 53.13
Contracted services (35422 296) (134058690) (48 827 986) (38 336785) 10491201 53.14
General expenses and other (44862 168)  (3510353) (48 372521) (38 752418) 9620103 53.15
materials
Total expenditure (424 226 928) (13 804 644) (438 031 572) (464 708 689) {26 677 117)
Operating surplus 99 681 199 847 016 100528 215 40397496 (60 130 719)
Loss on disposal of assets and - - - {289 543) (289 543) 53.16
liabilities
Actuarial gains/losses - - - 1 285 000 1295000 53.17




Bela Bela Local Municipality

{Regisiration number LIM 366)
Annual Financial Statements for the year ended 30 June 2021

Statement of Comparison of Budget and Actual Amounts
Budget on Accrual Basis

Approved Adjustments  Final Budgst Actual amounts  Difference Reference
budget on comparable between final
‘ basis budget and
Figures in Rand actual

- - - 1 005 457 1 005 457

Surplus for the year 89 681 199 847 016 100 528 215 41 402 953 {59125 262)
Actual Amount on Comparable 99 631 199 847 016 100528 215 M 402 953 (59125 262)
Basis as Presented in the

Budget and Actual

Comparative Statement




Bela Bela Local Municipality

(Registration numbker LIM 268)

Annual Financial Statements for the year ended 30 June 2021

Statement of Comparison of Budget and Actual Amounts

Budget an Accrual Basis

Approved Adjustments  Final Budget Actual amounts  Difference Reference
budget on comparable between final
basis budget and
Figures in Rand actual
Statement of Financial Position
Assefs
Current Assets
inventories 270 402 - 270 402 234 795 (35 607) 53.18
Receivables from exchange 21 112 927 . 21112927 21158515 45 588
transactions
Statutory receivables 58 806 753 . 53806753 21527219 (37279534) 53.19
VAT receivable 25954 808 - 2598543808 3173941 (22780887) 5320
Agresments 808 045 - 608 045 353 947 (254 098)  53.21
Recaivables from non-exchange 38160629 (11653 172) 26 507 457 0537308 {(23970149) 5322
transactions
Cash and cash equivalents 24 633 690 6999229 28632919 12518771 {16116 148) 5323
166 547 254 {4 653 943) 181 893 311 61 502 496 (100 390 &15)
Non-Current Assets
lnvestment property 287 683 918 . 287683918 279138852 (8 545 066)
Property, plant and equipment 803 905 236 4197700 808102936 842748 542 34 645 606
Intangible assets 1684 417 - 1684 417 1722 249 37 832
Heritage assets 538 950 538 950 538 950 -
Agreements 808 045 - 608 045 73024 (535 021)  53.24
1 094 420 566 4 497 700 1 098 618 266 1 124 221 617 25 603 351
Total Assets 1 260 967 820 (456 243)1 260 511 677 1185 724113 (74 787 464)
Liabilities
Gurrent Liabilities
Payables from exchange 138 014 823 (456 243) 137558580 155705440 18 146 860 53.25
transaciions
Consumer deposits 5 836 474 - 5836 474 6 373 400 536 926.
Employee benefit abligation - - - 1793 000 1793 000 53.26
Unspent cenditional grants and 12364 128 . 12384128 18365680 6 001 5652 53.27
receipts
Provisions - - - 573 950 573 850 53.28
156 215 425 (456 243) 155759182 182 811470 27 052 283
Non-Current Liabilities
Employee benefit obligation 48 254 008 . . 48254008 52611870 4 657 862
Provisions 2612 687 - 2612697 70494746 67882049 53.28
50 866 705 . 50866705 123406818 72539911
Total Liabilities 207 082130 {456 243) 208 625 887 306 218 086 99 592199
Net Assets 1 053 885 690 . 1053885690 879506027 (174 379 663)
Net Assels
Reserves
Accumulzated surplus 1 053 885 690 _ 1053885690 879506027 (174379 663)

10




Bela Bela Local Municipality
{Registration number LIM 366)
Annual Financial Statements for the year ended 30 June 2021

Accounting Policies
Figures in Rand Note(s) 2021 2020

1. Presentation of Annual Financial Statements

The annual financial statements have been prepared in aceordance with the Standards of GRAP, issued by the ASB in
accardance with Secticn 122(3) of the MFMA..

These annual financial statements have been prepared on an accrual basis of accounting and are in accardance 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 nearast Rand.

Assets, llabilities, revenues and expenses were nat offset, except whera offsetting is either required or permitted by a Standard
of GRAP.

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

These accounting policies are consistent with the previous pericd.
1.1 Going concern assumption

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

1.2 Significant judgements and sources of estimation uncertainty

In preparing the annual financial statements, management is required to make significant judgements and significant
assumpticns concerning key saurces of estimaticn uncertainty that affect the amounis represented in the annual financial
statements and related disclosures. Use of available information and the application of judgement is inherent in the farmation
of estimates. Actual results in the future could differ from these estimates which may be material to the annual financial

statements. Significant judgements and sources of estimation uncertainty include:

Fair value estimation

The valuation of assets is based on management’s estimaticn. Management considered the impact of valuation techniques and
market infarmation in order to determine the current valuations.

The fair value of financial instrumenis traded in aciive markets 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.

Provisions

Provisions were raised and management determined an estimate based on the information available. Additienal disclosure of
these estimates of provisions aras included in note 17 - Provisicns. -

Significant judgements are disclosed in relevant Notes to the Annual Financial Statements per individual provision presented.
Useful lives of property, piant and equipment and other non-current assets

The municipality's management determines the estimated useful lives and related depreciation charges for its property, plant
and equipment and ather assets. This estimate involves a maiter of judgement based on the experience of the municipality with
similar assats. The municipality considers all facts and eircumstances in estimating the useful lives of assets, which includes
the consideration of financial, tachnical and other factars. Management will increase the depreciaticn charge where useful lives
are less than previously estimated useful lives and decrease the depreciation charge where useful lives are mare than
previously estimated useful lives.

1"




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

Accounting Policies

30 June 2021

1.2 Significant judgements and sources of estimation uncertainty {continued)

Post-retirement benefits

The present vaiue of the pest-retirement and len

g-term obligations depends on a number of tactors 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 assumptions will impact on the carrying amount of post-retirement and long-term

obligations.

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 vaiue of astimated future cash outflows expected tc be raquired to seitle the posi-retirement and
longterm obfigations. In determining the appropriaie discount rate, the municipality considers the market ylelds at the reparting

date on government bonds that are denominat

ad in the currency In which the benefits will be paid, and that have terms o

maturity approximating the terms of the related pensian or other long-term liability. Where there is no deep market in
government bonds with a sufficiently long maturity to match the estimated maturity of all the benefit payments, the municipality
uses current market rates of the appropriate term to discount shorter term payments, and estimates the discount rate far longer
maturities by extrapolating current market rates along the yield curve.

Other kay assumptions for post-retirement and
information is disclosed in Note 18.

Effective.interest rate

other long-term obligations are based on current market conditions. Additional

The municipality uses the prima interest rate to discount future cash fiows.

Recognition and Derecognition of Land

The municipality assesses whether it conirels or

does not control land by considering the principles contalned in IGRAP 18.

The municipality is. assessed to nat contral land of which it is the legal owner or the custodian and refevant transactions are
accounted for per the requirements of the relevant Standards of GRAF and the required disciosure are made in the relevani

Notes to the Financlal Statements.
\n order to assess that the municipality does not

Another entity acts as the custodian of the land

cantrol the land, the following factors are considered in applying its judgement-

in terms of a binding arrangement with the municipality and that entity has the

right to direct access to the land, and to restrict or deny the access cf oihers to the land.

Another entity is required or granted a right to

use the land in terms of a binding arrangement with the municipality and that

entity has the right to direct access to the land, and to restrict or deny the access of others to the land to meet its service

delivery objactives.

impairment of trade receivables

The calculation in respect of the impairment of receivables is based on an assessment af the extent to which receivables have
defautted on payments already due, and an assessment of their ability to make payments basad on their creditwerthiness. This
is performed per service-identiflable categories across all classes of receivables.

impairment of statutory receivables

An impairment loss recognised in prior periods for a statutory receivabla are revised if there has been a change in the
astimates used since the last impairment lass was recognised, or to reflect the effect of discounting the astimated cash flows.

The calculation in respect of the impairment of receivables is based on an assessment of the extent to which receivables have
defaulted on payments already dus, and an assessment of their ability to make payments based on their creditworthiness. This

is performed per identifiable categories across 2

Assessing and recagnising impairment of rece

Il classes of receivables.

ivables for traffic fines is an event that takes place subsequent to the initial

recognition of revenue charged. The municipality assesses the probability of collecting revenue when accounts fall into arrears.
Such an assessment is net ta be made at the time of initial recagnition.

12
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Bela Bela Local Municipality
(Registration number LIM 266)
Annual Financial Statements for the year ended 30 June 2021

Accounting Policies

1.2 Significant judgements and sources of estimation uncertainty (continued)
Revenue Sources

The municipality consider revenue sources te result from exchange transactions where approximate equal value is direcily
given in return. All other sources of revanue where no approximate equal value is directly given in return are considered to be
of a hon-axchange nature.

Revenue from traffic fines

There is uncertainty regarding the probability of the flow of economic benefits or service potential in respect of spot fines as
these fines are usually not given directly to an offender. Further legal processes have to be underiaken befare the spot fine is
enforceable.

in respect of summonses the public prosecutor can decide whather ta waive the fine, reduce it or prosecute for nan-payment by
the offender.

The full amount of traffic fines issued during the ysar is recognised at the initial transaction date as revenue. Where a reliable
estimate cannot be made of revenue from summanses, the ravenue is recognised when the public prasecutor pays the cash
collected over to the municipality

Impairment of non-financial non-current assets

Management considers all non-financial non-current assets and inventory write-downs of the municipality to be non-cash
generating, except for investment property, which are cash generating.

Management further considers whether indicators of impairment exist. This requires management to exercise judgement as to

the whether an individual ar combination of factors exist which should be taken into consideration in determining whether the
recoverable service amount of the asset is lower than it's carrying amount.

Accounting policy on impairment of assets, and accounting palicy subsequent measurement, amortisation and impairment
intangible assets, and accounting policy on subsequent measurement on Inventory describe the conditions under which non-
financial assets are tested for potential impairment losses by the managemeni of the municipality.

Significant estimates and judgements are made retating to impairment testing of property, blant and equipment, impairment
testing of intangible assets.

Water inventory

The estimation of the water inventory in raservoirs is based on the measurement of water via electronic level sensors, which
determines the depth of water in the reservoirs, which is then converted into volumes based on the total capacity of the
reservoir. Furthermore, the length and width of all pipes are also taken into aceount in determining the volume of water on hand
at year-end.

Write-down of inventeries to the lowest of cost and net realisable value cr current replacement cost
Classification of property as either property, plant and equipment or investment property

Judgement is needed to detérmine whether a property qualifies as investrnent property. An antity develops criteria so that it can
exarcise that iudgement consistently in accordance with the definition of investment property.

1.3 Investment property

invesiment propetty is proparty (iand or a building - or part of a building - or both} held to earn rentals or for capital appreciation
or both, rather than for: )

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

° administrative purposes, or

«  sale in the ordinary course of operations.

Investment property is reéognised as an asset when, it is probable that the future sconomic benefits or service potential that
are associated with the invesiment property will flow to the municipality, and the cast or fair value of the investment property
can be measured refiably.

13




Bela Bela Local Municipality
(Registration number LIM 366)
Annual Financial Statements for the year ended 30 June 2024

Accounting Policies

1.3 Investment property (continued)
Investment property is initially recognised at cost, Transaction costs are included in the initial measurement.

Where investment property is acquired through a nen-exchange transaction, its cost is its fair value as at the date of
acquisition, '

Casts include costs incurred initially and costs incurred subseguently to add to, or to replace a part of, or service a property. If a
replacement part is recognised in the carrying armount of the investmeni property, the carrying amount of the replaced part is
derecognised.

Fair value model
The fair value of investment property reflects market conditions at the reporting date.
A gain or loss arising from a change in fair value is included in net surplus or deficit for the period in which it arises.

Investment property is derecognisad 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.

Gains or losses arising from the retirement or disposal of investment property is the difference between the net disposal
proceeds and the carrying amoeunt of the asset and is recognisad in surplus or deficit in the period of retirement or disposal.

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

The municipality separately discloses expenditure to repair and maintain investment property in the notes ta the annual
financial statemants (see note 10},

The municipality discloses relevant information relating to assets under construction or development in the notes to the annual
financial statements, which include: the cumnulative expenditure recognised in the carrying value of investment property, the
carrying value of investment property that is taking a significantly longer pariod of time to complste than expected, and ihe
carrying value of invesiment praperty where construction or development has been halted (see note 10).

1.4 Property, plant and equipment

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

The cost of an item of property, plant and squipment is recognised as an asset when:
. it is probable that future economic benefits or service potential associated with the item will flow 1o the
municipality; and )
e the cost of the item can be measured reliably.

Property, plant and equipment is initially measured at cost.

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

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

Whare an item of property, plant and equipment is acquired in exchange for & non-monetary asget or menetary assets, or a
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair vajue {the cost). If the
acguired item's fair value was not determinable, it's desmed cost is the carrying amaount of the assei(s) given up.

When significant components of an item of property, plant and squipment have different usaful lives, they are accounted for as
separate items (major components) of property, plant and equipment.
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1.4 Property, plant and equipment {continued)

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred
subsequently to add to, replace part of, or service it. 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 deracognised.

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is focated is also
included In the cost of praperty, plant and equipment, where the municipality is obligaied te incur such expenditure, and where
the obligaticn arises as a resulf of acquiring the assat or using It for purpeses other than the production of inventories.

Recognition of casts in the carrying amount of an item of property, plant and aquipment caases whan the item is in the location
and condition necessary for it to be capable of operating in the manner intended by management.

ltems such as spare parts, standby equipment and servicing agquipment are recognised when they meet the definition of
property, plant and equipment.

Major inspection costs which are a condition of coniinuing use of an item of property, plant and aquipment and which meet the
recognition crifetia above are included as a reptacement in the cost of the item of property, plant and aquipment. Any remaining
inspection costs from the previous inspection are derecognised.

Subsequent to initial measurement praperty, plant and equipment are carried at cost leas accumulated depreciation and any
impairment losses. ‘

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

Proparty, piant 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 methad Average useful life
Land Straight-line Indefinite
Buiidings Straight-line 5-80 years
Plant and equipment Straight-line A-10 years
Furniture and fixtures Straight-line 5 years
Motor vehicles Stralght-line 3-10 years
Office equipment Straight-line 5-12 years
Infrastructure Straight-line 5-10Q years
Community Straight-line 5-80 years
Recreational facilities Straight-line 10-100 years
Emergency equipment Straight-fine 2.5 years

The municipality assessas at each repariing date whether there is any indication that the municipality's expectations about the
residual value and the useful life of an asset have changed since the preceding reporting date. If any such Indication exisis, the
municlpality revises the expecied useful life and/or residual valie accordingly. The change is accounied for as a change inan |
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 wien the assetis disposed of ar when there are no further economic
benefits or service patential expected from the use of the asset.”

The gain or less arising fram the derecagnition of an item of property, plant and equipment is included in surplus or deficit when
the item is deracognised. The gain or loss arising from the derecagnition of an item of property, plant and equipment is
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item.

Assets which the municipality hoids for rentals to others and subsequently routinely sell as part of the ordinary course of
activities, are transferred to inventeries when the rentals end and the assets are available-for-sale. Proceeds from sales of
these assets are recognised as revenue. All cash flows on these assets are included in cash flows from operating activities in
the cash flow statement.

The municipality separately discloses expenditure to repair and maintain property, plant and equipment in the notes to the
financial statements {see note11).
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1.4 Property, plant and equipment {continued)

The municipality discloses relevant information relating to assets under construction ar development, in the notes o the

financial statements, which include: the cumulative expenditure recognised in the carrying value of an item of property, plant
and equipment; the carrying valte of an item of property, plant and equipment that is taking a significantly longer pericd of ime
to complete than expecied, and the carrying value of an item of property, plant and equipment where construction or
development has been haited (see note 11).

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,

1.5 Site restoration and dismantling cost

The municipality has an obligation to dismantle, remove and restors items of property, plant and equipment. Such
abligations are referred to &8 ‘decommissianing, restoration and similar liabilities'. The cast of an tem of property, vlant and
equipment includes the initial estimate of the costs of dismantling and remaving the item and restoting the site on which it is
located, the obligation for which a municipality incurs either when the item is acquired or as a consequence of having used
the item during a particular period for purposes other than to produce inventories during that period.

If the related asset is measured using the cost model.

(a) subject to {b), changes in the lability are added to, ar deducted from, the cost of the related asset in the current
periad;

(o) if a decrease in the liability exceeds the carrying amount of the asset, the excess is recognised immediately in
surplus or deficit; and

(c) 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 it is such an indication, the
asset is tested for impairment by estimating its recoverable ameunt or recoverabie sarvice amount, and any
impairment loss is recognised in accordance with the accounting policy on impairment of cash-generating assets
and/or impairment of non-cash-generating assets.

1.6 lntangiblé assefs

An intangible asset is an identifiable, non-monetary asset without physical substance. The municipality has classified
computer software and serviiudes 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,
sransferred, licensed, rented or exchanged, either individually or together with a related contract, identifiable assets or lability,
regardiess of whether the entity intends to do so; ar arises from binding arrangements (including rights fram coniracts),
regardless of whether those rights are transferable or separable from the municipality or from ather rights and obligations.

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

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

The municipality assesses the probability of expected future aconomic benefits or service potential using reasohable and
supportable assumptions that reprasant management's best estimate of the set of econamic conditions that will exist over the
useful life of the asset.

Where an intangible asset is acquired through a non-exchange transaction, 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 carried at cost less any accumulated amortisation and any
impairment losses.

Intangible assets are carried at cost less any accurmnulated amortisation and any impairment losses.
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1.6 Intanglble assets (continued)

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foresseable
limit to the period over which the asset is expected to generate net cash inflows or service potential. Amortisation is not

provided for these intangible assets, but they are tested for impairment annually and whenever there is an indication that the
asset may ba impaired.

Amortisation is provided on a straight line basis over the expecied useful fives of the intangible assets.

The amortisation period and the amortisation methad for intangible assets are reviewed at each reperting date. Should the
estimate change the municipality revises 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 Policies, Changes in Estimates and Errors.

The usaful lives of intangible assets have been assessed as follows:

ltem Depreciation method Average usefui life
Computer softwara Straight-line 2-5 years
Serviiudes Straight-line Indefinite

Intangible assets are derecognised:

v on disposal; or

«  when no future economic benefits or service potential are expected from its Use of disposal.
The gain of loss arising from the derecognition of intangible assets is included in surplus or dsficit when the asset is
derecognisad. The gain or loss arising from the derecognition of an intangible asset is determined as the difference between
the net disposal proceeds, if any, and the carrying amount of the assat.
1.7 Heritage assets
Heritage assets are assets that have a cultural, environmental, historical, naturai, scientific, technolegical or artistic significance
and are held indefinitely for the benefit of present and future generations. The municipality has classified histeric buildings as
heritage assets.

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

The municipality separately discloses expenditure to repair and maintain heritage assets in the notes to the financial
statements (see note 13 ).

Recognition

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

Initial measurement

Heritage assets are meaéured at cost.

Subsequent measurement

Subsequent to initial measurement, a class of heritage assets is carried at its cost less any accurmnulaied 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.
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1.7 Heritage assets (continued)
Derecognition

The municipality derecagnises heritage asset on disposal, or when no future economic benefits or sarvice potential are
expected fram its use or disposal.

The gain or loss arising from the derecognition of a heritage asset is included in surplus or deficit when the ftemn is
deracognisad. The gain or loss arising from the derecognition cf a heritage assat is detarmined as fhe difference between the
net disposal proceeds, if any, and the carrying amount of the asset.

1.8 Impairment of non-cash-generating assets
Non-cash-generating assets are assets ather than cash-generating assets.
Recoverable sarvica amount is the higher of & non-cash-generating assef’s fair value less costs to seil and its value in use.

Judgemenis made by management in applying the criteria ta designate assets as non-cash-generaiing 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
ta the community, and whether there Is any realistic possibility of the asset being used in a commercial and profitable manner.

Designation

At initial recognition, the municipality designates an asset as nen-cash-generating, or an asset of cash-generating unit as cash-
generating. The designation is made an fhe basis of a 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 assetora cash-generating unit in & manner that generates a commetrcial return; such that
e the asset ar cash-generating unit will generate positive cash flows, fram continuing use and its ultimate disposal, that
are expected to be significantly higher than the cost of the asset.

The municipality designates an asset as non-cash-generating when its objective is net to use the asset to generats a
commercial raturn but to deliver services.

An asset used with the objective of generating a 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
commaercial return. When it is not clear whether the ohjective is tc use the asset to generate a commercial return, the
municipality designates the assetas a non-cash-generating asset and applies this accounting policy.

Identification
When the carrying amaunt of a non-cash-generating assst exceeds its recoverabie service ameunt, it is impaired.

The municipality assesses at each reporting date whether there is any indication that 2 non-cash-generating asset may be .
impaired. If any such indication exists, the municipality estimates the recoverable servica amount of the assat.

Irrespective of whether there is any indication of impairment, the entity also fests a nen-cash-generating intangible asset with -
an indefinite useful life or a non-cash-generating intangible asset not yet available for use for impairment annually by -
comparing its carrying amourt with its recoverable service amaunt. This impairment test is performed at the same time every
year. If an intangible asset was initially recognised during the current reporting period, that intangible asset was tested for -
impairment before the end of the current reporting period.
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1.8 impairment of non-cash-generating assets {continued)
Value in use
Value in use of non-cash-generating assets is the present vaiue of the non-cash-genarating assets remaining service poteniial.

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

Depreciated replacement cost approach

The present value of the remaining servica 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 cost to replace the asset's gross service potential. This
cost is depreciated to reflect the asset in iis used condition. An asset may be replaced either through repraduction (replication)
of the existing asset or through replacement of its gross service potential, The depraciated replacement cost is measured as
the current reproduction ar replacement cost of the asset, whichever is lower, less accumulaied depreciation calculated on the
basis of stch cost, to reflect the already consumed 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 wouid not replace cr reproduce the asset with a like asset if the asset to be replaced aor reproduced is an
overdesignad ar overcapacity asset. Overdesigned assets contaln features which are unnecassary for the goods or services
the asset provides. Overcapacity assets are asseis that have a greater capacity than is necessary to meet the demand for
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.

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 & non-cash-generating asset may no longer exist or may have decreased. If any such indication exists, the
municipality estimates the recoverable service amount of that asset. '

An impairment loss recognised in prior pericds for a nen-cash-generating asset is reversed if there has been a change in the
estimates used to determine the asset's recoverable service amount since the last impairment loss was recognised, The
carrying amaunt of the asset is increasad to its recoverable service amount. The increase is a reversal of an impairment loss.
The increased carrying amount of an asset attributable to 2 reversal of an impairment loss does not exceed the camying
amount that would have been determined (net of depreciation or amortisation) had no impairment loss been recegnised for the
asset in prior periods. :

A reversal of an Impairment loss for a non-cash-generating asset is recegnised immediately in surplus or deficit.

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 occur when there is clear evidence that such a redesignation is appropriate.

1.5 Financial instruments

A financial instrument is any cantract that gives rise to a financial asset of one entify and a financial lisbility or a residuél ’
interest of another entity.

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

A financial lishility is any liability thatis a contractual obligation to:
. deliver cash or anather financial assat to another entity; or
. exchange financial assets or financial iabilities under conditions that are potentially unfavourable ta the municipality.
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4.9 Financial instruments {continued)
A financial asset is past due when a counterparty has failed to make a payment when contractuaity due.
Classification

The municipality has the following types of financial assets (ciasses and categary) as reflectad on the face of the statement of
financial position or in the nates thereto:

Class Category
Agreemenis Einancial asset measured at amortised cost
Cash and cash equivalents Financial asset measured at amortised cost
Receivables from exhange 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 peskion or in the nates thereto:

Class Category
Consumer deposits Financial lizkility measured at amortised cost
Payables from exchange fransactions Financial liability measured at amortised cost
Unspent conditional grants and receipts Financial liability measurad at amortised cost

Initial recognition

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

The municipality recognises financial asseis using trade date accounting.

initial measurement of financial assets and financial Habilities

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

Subsequent measurement of financial assets and financial liabilities

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

All financiz] assets measured at amartisad cast, or cost, are subject ta an impairment review.

Fair value measurement considerations

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

Valuation techniques include using recent amm’s lenath market transactions between knowledgeable, willing parties, if
available, refarence to the current fair value of anather instrument that is substantially the same, discounted cash flow analysis
and optien pricing models. If there is a valuation technique commeniy used by market participants to price the instrument and

that technique has been demonstrated to provide reliable estimates of prices obtained in actual market transactions, the
municipality uses that technique.
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1.9 Financial instruments {continued)

The chosen valuation technique makes maximum use of market inputs and relies as [itle as possible on entity-specific inputs.
It incorporates all factors that market participants would consider in setting a price and is consistent with accepted economic
methedologies for pricing financial instruments. Periodically, the municipality calibrates the valuation technigue and tests it for
validity using prices from any observable current market transactions in the same instrumant (i.e. without modificaticn or
repackaging) or based an any available observable market data.

Discounting of short-term receivables and payables

Short-term receivables and payables are not discounted when the initial credit pericd granted or received is consistent with
tarms used in the public sectar, either through established practices or legislation.

Reclassification
The municipality does not reclassify a financial instrument while it is issued or held uniess it is:
- combined instrument that is required to be measured at fair value; or
- an investment in a residual interest that meets the requirements for reclassification.
Gains and losses

A gain or loss arging 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 liabilifies measured at amortised cost or cost, a gain or loss is recognised in surpius or deficit
when the financial asset or financial liability is derscognised or impaired, or through the amortisation process.

Impairment and uncollectibility of financial assets
The municipality assesses at the and of each reporting period whether there is any objective evidence that a financial asset cr
group of financial assets is impaired.

Financial assets measured at amoriised cost:

If there is objective evidencs that an impairment foss on financial assais measured at amortised cost has been incurred, the
amount of the loss is measured as the difference between the asset's carying amount and the present value of estimated
fuiure cash flows (excluding future credit josses that have not been incurred) discounted at the financial asset's original
affective interest rate (if practically determinable). Where the effective 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 to the financial assets.
The carrying amount of the asset is reduced directly or through the use of an allowance accaunt. The amount of the loss is
racognised in surplus or deficit.

if, in a subsequent period, the amaunt of the impairment loss decreases and the decrease can be related objectively fo an
event occurring after the impairment was racognised, the previously recognised impairment loss is reversed by adjusting an
sllowance 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 raversed. The amount of the
reversal is recognised in surplus or defictt..

Deracognition

Financial assets

The municipaiity derecognises financial assets using trade date accounting.

The municipality derecognises a financial asset only when:

- the contractual rights to the cash fiows from the financial assst expire, are settled or waived;

- the municipality transfers to ancther party substantialfy all of the risks and rewards of ownership of the financial
asset; or
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1.9 Finanecial instruments (continued)

- the municipality, despite having retsined some significant risks and rewards of ownarship of the financial asset, has
transferrad control of the asset to another party and the other party has the praciical ability to sell the asset in its
entiraty to an unrelated third party, and is able to exercise that ability uniiaterally and without needing to impose
additional restrictions on the transfer. In this case, the municipality.

- derecognises the asset; and

- recognises separately any rights and obligations created or retained in the transfer.
The carrying amounts of the transferred asset are allocated between the rights or abligations retained and those transferred on
the basis of their relative fair values at the transfer date. Newly created rights and obligaticns are measured at their fair values

at that date. Any difference between the cansideration received and the amecunts recegnised and derecognised is recognised
in surplus ar 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 racoghised in surplus or deficit.

Financial liabilities

The municipality removes a financial iability (or a part of a financial liabitity) 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 axisfing borrower and lender of debt instruments with substantially different terms is accounted for as
nhaving extinguished the criginal financial liahility and a new financial liabifity is recognised. Similarly, 2 substantial modification
of the terms of an existing financial liability or a part of it is accounted for as having extinguished the criginal financial liability
and having recognised a new financial liability.

The difference between the carrying amount of a financial liability (or part of a financial liability) axtinguished ar transferred fo
another party and the consideration paid, including any non-cash assets transferred or liabilities assumed, is recognised in
surplus or deficit. Any liabilities that are waived, forgiven or assumed by another entity by way of a non-exchange transaction
are accounted for in acsordance with the Standard of GRAP on Revanue frem Non-exchange Transactions (Taxes and
Transfers).

Presentation

Interest relating to a financial instrument or a component that is a financial liability is recognised as revenue o expense in
surplus or deficit.

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

1.10 Statutory receivables
ldentification

Statutory Teceivables are receivables that arisa from legisiation, supporting regulations, of similar means, and requirs
settlement by another entity in cash er another financial-asset. Statutary receivables arise from non-exchange transactions.

Statutory receivables arise from the following legislation:

Municipal Property Rates Act (Act no 8 of 2004)

Criminal Procedures Act (Act no 51 of 1977)

The cost methed is the methed used to account for statutory receivables that requires such receivables to be measured at their
fransaction amouni, plus any accrued interest or other charges {(where applicable) and, less any accumuiated impairment

losses and any amounts derecognised.

Recognition
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1.10 Statutory receivables {continued)

The municipality recognises statutory receivables as foflows!
e if the transaction is a non-exchange transaction, using the poficy on Revenue from non-exchange transactions
(Taxes and transfers); or
° if the transaction is not within the scope of the policies listed in the above or anather Standard of GRAP, the
receivable is recognised when the definition of an asset is met and, when it is probatle that the future econemic
henefits or service potential associated with the asset will flow to the enity and the transaction amount can be
measured refiably.

Initial measurement
The municipality initially measures statutory receivables at their transaction amount,
Subsequent measurement

The municipality measures statuiory recaivables after initial recognition using the cost method. Under the cost methed, the
initial measurement of the receivable is changed subsequent to initial recognition to reflect any:

e interest or other charges that may have accrued on the receivable (where applicable);

. impairment [osses; and

e amounts derscognised.

Accrued interest

Where the municipaiity levies interest on the cutstanding balance of statutory receivables, it adjusts the transaction amount
after initial recognition to reflect any accrued intarest. Accruad interest is calculated using the nominal interest rate.

Interest on statuiory recelvables Is racognised as revanue in accordance with the policy on Revenue from exchange
transactions ar the policy on Revenus from non-axchange transactions (Taxes and transfers), whichever is applicabie.

Other charges

Where the municipality is required or entitled In terms of legislation, supporting regulations, by-laws or simitar means fo levy
additional charges on overdue or unpaid amounts, and such charges are levied, the entity applies the principles as stated in
«Accrued interest" above, as well as the relevant policy on Revenue from exchange transactions or the palicy on Revenue from
non-exchange transactions (Taxes and transfers).

Impairment losses

The municipality assesses at each reporting date whather there is any indication that & statutory recaivable, or a group of
statutory receivahles, may be impaired.

In assessing whether there is any indication that a statutory receivable, or group of statutory receivablas, may be impaired, the
municipality considers, as a minimum, the following indicators:
. Significant financial difficuity of the debtor, which may be evidenced by an application for debt counseliing, business
rescue or ah equivalent.
. It is probable that the debtor will enter saquastration, fiquidation or other financial re-crganisation.
. A breach: of the terms of the transaction, such as default or delinquency in principal or interest paymenis (where
tevied).
e Adverse changes in international, national or local economic condidans, such as a decline in growth, an increase in -
debt levels and unemploymeni, or changes in migration rates and patterns. .

[§ there is an indication that a statutory receivable, or a group of statutory receivables, may be impaired, the municipality
measures the impairment loss as the diffarence batween the estimated future cash flaws and the carrying amount. Where the
carrying amaunt is higher than the estimated future cash flaws, the carrying amount of the statutory receivable, or group of
statutory receivables, is raduced, either dirgctly or through the use of an zllowance account. The amount of the losses is
recognised in surplus ar deficit.

In estimating the future cash flows, an municipality considers both the amount and timing of the cash flows that it will raceive in
future. Consequently, where the effect of the time value of money is material, the entity discounts the estimated future cash
flows using a rate thai reflects the current risk-free rate and, if applicable, any risks specific to the statutory receivable, or group
of statutory receivables, for which the future cash flow estimates have not been adjusted.
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1.10 Statutory receivables {continued)

An impairment Joss recognised in pricr periods for a statutory recsivable is revised if there has been a change In the estimates
used since the last impairment loss was recognised, or to reflect the effect of discounting the estimated cash flaws.

Any previously recognised impairment loss is adjusted efther directly or by adjusting the allowance account. The adjustment
daes not result in the carrying amount of the siatutory raceivable or group of statutory recaivables exceeding what the carmying
amaunt of the receivable(s) would have been had the impairment less not been recagnised at the date the impairment is

revised. The amount of any adiustment is recognised in surplus or deficit.
Derecognition

The municipality derecognises a statutory recaivable, or a part thereof, when:
° the rights to the cash flows from the receivable are settled, expire or are waived,
o the municipality fransfers to another party substantially all of the risks and rewards of awnership of the receivable; or
. the municipality, despite having retained some significant risks and rewards of ownership of the receivable, has
transfarred contral of the receivable to another party and the other party has the practical ability to sell the receivable
in its entirety to an unrelated third party, and is able to exeraise that ability unitaterally and without needing to impose
additional restrictions on the transfer. In this case, the entity:
- derecognise the receivable; and
- recognise separately any rights and obligations created or retained in the transfer.
The carrying amounts of any statutory raceivables transferred are allocated between the rights or obligations retained and
those transferred on the basis of their relative fair values at the transfer date. The entity considers whether any newly created
rights and obligations are within the scape of the Standard of GRAF on Financial Instruments or another Standard of GRAP.
Any difference beiween the consideration received and the amounts derecognisad and, those amounts recognised, are
recognised in surpius or deficit in the period of the transfer.

1.11 Leases

A lease is classified as a finance lease if it transfers substantially all the risks'and rewards incidantal o cwnership. A lease is
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 position at amounts equal to the fair value
of the leased praperty or, if lower, the present value of the minimum lease payments. The corresponding liability to the lessor is
includad in the statement of financial position as a finance lease obligation.

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in the lease.
Minimum lease payments are apbortioned between the finance charge and reduction of the outstanding liability. The finance
charge is allocated to each pericd during the lease term so as to produce a constant periodic rate of on the remaining balance
of the liability. : .
Any coniingent rents are expensed in the period in which they are incurred.

Operating leases - lessee

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

The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line basis.

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

24




Bela Bela Local Municipality
(Registration number LIM 365)
Annual Financial Statements for the year ended 30 June 2021

Accounting Policies

1.12 Inventories

Inventories are initlalty 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 acquisitian.

Subsequently inventories are measured at the lower of cost and net realisabls value.

Inventories are measured at the lower of cost and current replacement cost where they are held for;
. distribution at no charge or for a nominal charge; or
® consumption in the production process of goods to be distributed at no charge or for a hominal charge.

Net realisable value is the estimated selling price in the ordinary caurse of operations less the estimated costs of completion
and the estimated costs necessary to make the sale, exchange or distribution.

Current replacerﬁent 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 interchangeakle and goods or services produced and segregated for
specific projects is assigned using specific identification of the individual costs.

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

When inventories are scld, the carrying amounts of thase 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 recognised when the goeds are distributed, or
related services are rendered. The amaunt of any write-dawn of inventaries to net realisable value or current replacement cost
and all lossas of inventories are recognised as an expense in the period the write-down or loas occurs. The amount of any
reversal of any write-down of inventories, .arising frem 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 the pariod in which the reversal oceurs.

1,13 Consumer deposiis

Consumer deposits are a partial securily for a future payment of an account. Ali consumers are therafore required to pay a
deposit equal to fwo menihs consumgption of electricity and water services. Deposits are considerad a liability as the depositis
anly refunded once the service is tarminated. No interest is paid on deposits.

1.14 Value-added Tax (VAT)

The municipality is registered with the South African Revenue Service (SARS) fer VAT on the payment basis, in accordance
with Section 15(2) of the Value-added Tax Act {Act No. 88 aof 1991).

The municipality is registered as a categery C VAT vendor. VAT receivable or payable is calculated on a manthly basis. VAT
raceivable is treated as current assats while VAT payable is treated as current fiablity.

1.15 Employee benefits
Employee benefits are all forms of consideration given by the municipality in exchange for service renderad by employees,
Termination benefits are employee benefits payable as a result of either:

s the municiplaity's decision to terminate an employee’s employment befare the nermal retirement date; or
» an employee’s decision to aceept voluntary redundancy in exchange for those benefits. |

Other long-term employee benefits are employee benefits (ather than nast-employment benefits and termination benefits) that
are not due to be settted within twelve months after the end of the periad in which the employees render the related service.

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

Composite social security programmes are established by leqislation and operate as multi-employer plans to praovide post-
employment benefits as well as to provide benefits that are not consideration in exchange for senvice renderad by empioyses.
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1.15 Employee benefits (continued)

A constructive obligation is an obligation that derives from the municipaiity’s actions where by an established patterm of past
practice, published pelicies or a sufficiently spacific current statement, the municipality has indicated to other parties that it wilf
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. '

Short-term employee benefits

Short-term employee henefits are employee benefits {cther than termination benefits) that are due 1o be settled within twelve
months after the end of the period in which the employees render the related service.

Shart-term employes benefils include items such as:

e wages, salaries and social security contributians;

+  shoriterm compensated absences (such as paid annual leave and paid sick leave) where the compensation for the
absences is due to be setfled within twelve months after the end. of the reparting periad [n which the employees
render the related employee service;

° bonus, incentive and performance related payments payable within twelve months after the end of the reporting
pericd in which the employees render the related service; and

. non-monetary berefits (for example, medical care, and free or subsidised goods ar services such as housing, cars
and celiphones) for current employees.

When an employee has rendered service to the municipality during a reporiing period, the municipality recognises the
undiscounted amount of short-term employee benefits expected to 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 thai excess as an asset (prepaid expense) to the
extent that the prepayment will lead to, for example, & reduction in future paymenis cr a cash refund; and

s as an expensa, unless another Standard requires or permits the inclusion of the benefits in the cost of an asset.

The expected cost of compensated absences is recognised as an expense as the employees render services that increase
their entittement or, in the case of non-accumulating absencas, when the absence occurs. The municipality measures the
expected cost of accumulating compensated absences as the additional amount that the entity expects tc 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 constructive abligation to make such payments as a result of past events and a reliable estimate of the
obligation can be made. A present obligation exists when the entity has no realistic alternative but to make the paymenis.

Post-employment benefits

Post-employment benefiis are employee benefits {(other than termination benefits) which are payabie after the completion of
employment. :

Post-employment benefit plans are formail or informal arrangements under which the municipality providas post-employment
benefits for one or mors employees.
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1,15 Emplayee henefiis {continued)
Post-employment benefits: Defined benefit plans
Defined benefit pians are post-employment benefit plans other than defined contribution plans.

Actuarial gains and losses comprise experience adjustments (the effects of differences between the previous actuarial
assumptions and what has actually occurred) and the effects of changes in actuarial assumptions. In measuring its defined
benefit liability the municipality recognises acfuarial gains and losses in surplus or deficit in the reporting peried in which they
QGGU. :

Assets held by a long-term emplayee benefit fund are assets (other than non-fransferable financial instruments issued by the
reporting entity) that are held by an entity (a fund) that is legally separate from the reporting entity and exists solely fo 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 cannet be retumed fo the reporting entity, unless either:
e the remaining assets of the fund are sufficient to meet all the related employee benefit obligations of the plan or the
reporting entity, or '
o the assets are refurned to the reporting entity to reimburse it far employee benefits already paid.

Current service cost is the increase in the present value of the defined benefit obligation resulting from empicyee service in the
current period.

intarest cost is the increase during a pericd in the present value of a defined benefit obligation which arises because the
benefits are one period closer to settlement,

Past service cost is the change in the present value of the defined benefit obligation for employes service in prior periods,
resulting in the current pariod from the intreductian of, or changes to, post-employment benefits or ather long-term employee
benafits. Past service cost may be either positive (when benefits are intraduced or changad so that the present value of the
defined benefit abligation 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 entity recognises past service cost as an expense in
the reporiing period in which the plan is amended.

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

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

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 the actuarial assumptions used to measure the defined benefit abligation} and less any tax payable by the plan
itself.

The munipality accounts not only for its legal obligaticn under the formatl terms of a defined benefit plan, but also for any
constructive obligation that arises from the municipality’'s informal practices. Informal practices give rise to a constructive
“obligation where the municipality has no reglistic alternative but to pay employee henefits.

The amount recognisad as a defined benefit Hiability is the net tatal of the fallawing amounts:
«  the present value of the defined benefit abligation at the reperting date;
¢ minusithe fair value at the reparting date of plan assets (if any) out of which the obligations are to be settled directly;
. plus any liablity that may arise as a tesult 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 af:
«  ihe amount determined above; and
«  the present value of any aconomic benefits available in the form of rafunds from the plan or reductions in future
contributions to the pian. The present valus of these ecanomic benafits is determined using a discount rate which
reflecis the time value of money. :

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

The municipality determines the prasent value of defined benefit obligations and the fair value of any plan assets with sufficient
reguiarity such that the amounts recognised in the annual financial statements do net differ materially from the amounts that
would be detarmined at the reporting date.

The municipality recognises the net tetal of the following amounts in surplus or deficit, except to the extent that another
Standard requires cr permits their inclusion in the cost of an asset:

e curreni service cost,

s interest cost;

»  the expected return an any plan assets and on any reimbursement rights;

. actuarial gains and losses;

s past service cost;

»  the effect of any curtailments or settlements; and

The municipality uses ihe Projected Unit Credit Mathad to determine the present value of its defined benefit obligations and the
related current sarvice cost and, where applicable, past service cost. The Projected Unit Credit Method (sometimas known as
the accrued benefit methed pro-rated on service or as the benefitiyears of service method) sees each petiod of service as

giving rise to an additional unit of benefit entittement 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 plan when the curtailment or
settlement occurs. Tha gain or loss on a curtailment or settlement comprises:

. any resuliing change in the present value of the defined benefit abligation; and

=  any resulting change in the fair value of the plan assets.
Before determining the effect of a curtailment or setflement, the municipality re-measure the obligation (and the refated plan
assets, if any) using current actuarial assumptions (including current market interest rates and other current market prices).

Actuarial assumptions
Actuarial assumptions are unbiased and mutuaily compatible.

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

The rate used te discount pest-employment penafit 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 maney is consistent with the currency
and estimated term of the post-employment benefit obligations.

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

° estimated future salary increases;

e the benefits set out in the terms of the plan {or resulting from any constructive obligation that geces beyond those
terms) at the reporting date; and [ ;

e estimated future changes in the level of any state benefits that affect the benefits payable under a defined benefit
pian, if, and only if, either: : '

e those changes were enacted before the reporting date; or :

. past history, or other refiable evidence, indicates that those state benefits will change in some predictable manner,
for example, in line with future changes in general price levels or general salary levels. \ :

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

The amount recogrised as a liability for other long-term employee benefits is the net tatal of the following amounts:
«  the present vaiue of the defined benefit cbligation at the raporting 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 recognise the net total of the following amounts as expanse or revenue, except to the extent that another
Standard requires or permits their inclusian in the cast of an asset:

currani service cost;

interest cost;

the expected return on any plan assets and on any reimbursement right recogrised as an asset;

actuarial gains and losses;

past service cost; and

the effect of any curtailments or settlemants.

116 Provisions and contingencies

Provisions are recognised when:
" »  the municipality has a present cbligation as a result of a past event;
° it is probable that an outfow of resources emboadying economic henefits or service poiential will be required to
sattle the cbligation; and
s a reliable estimate can be made of the abligation.

A provisian is a liabifity of uncertain timing or amount.

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

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

The discount rate is & pre-tax rate that reflacts current market assessments of the time value of money and the risks specific 10
the liability.

Where soma ar all of the expenditure required to seftle a pravision is expected o be reimbursed by ancther party, the
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the municipality
settes the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursement dces
not exceed the amount of the provision.

Provisions are reviewed af each reperting date and adjusted to reflect the current best estimate. Provisions are reversed if it is
no longer probable that an autflow of resources embodying economic benefits or sarvice potential will be required, to sattle the
obligation, .

Whare discounting is used, the carrying amount of & provision increases in each period to reflect the passage of time. This
increase is recognised as an interest expense. ‘

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

If the municipality has a contract that is onerous, the present obligation (nat of racoveries) under the contract is recognised and
measured as a provision.

A contingent asset is 2 possible asset that arises from past events, and whose existence will be confirmed only by tha
occurrence or non-occurrence of one or more uncertain future events not whoily within the control of the municipality.
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1.16 Provisions and contingencies {continued)

A confingent liability is:
e  possible obligation that arises from past events, and whose existence will be confirmed anly by the occurrenca
or non-occurrence of one or more uncertain future events not wholly within the control of the municipality; or
« 3 present obligation that arises from past events but is not recognised because it is not probable that an outflow
of resources embodying economic benefits or service patential will be raquired to settle the obiigation, or the
amount of the obfigation cannot be measured with sufficient reliability.

Contingent assets and contingent liabiiities are not recognised. Contingencies are disclased in note 41.
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 ar amaunt of the outflow of rasources embodying econamic benefits or service potential required o satile the
ohligation, or a change in the discount rate, is accounted far as follows:

if the related asset is measured using the cost model: ,

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

. the amount deducted frem the cost of the asset does not exceed its carrying amaunt. If a decrease in the liability
exceeds the carrying amount of the asset, the excess is recognised immediataly in surplus or deficit.

« i the adjustment results in an addition to the cost of an asset, the entity consider whather this is an indication that
the new carrying amount of the asset may not be fully recoverable, If there Is such an indication, the entity tests the
asset for impairment by estimating its recoverable amount or recoverable service arount, and account for any
impairment loss, in accordance with the acccunting palicy on impairment of assats as described in accounting palicy
and 1.8,

The adjusted depreciable amount of the asset is depreciated over its useful life. Therefore, once the related zsset has reached
the end of its useful life, all subsequent changes in the liability is recognised in surplus or deficii as they occur. This applies
under both the cost madel and the revaiuation model. .

The periodic unwinding of the discount is recognisad in surplus or deficit as a finance cost as It occurs.

1.17 Revenue from exchange transactions

Revenue is the gross inflow of economic benefits or service potential during the raperting period when those inflows resuft in an
increase in net assets, other than increases refating to contributians fram owners.

An exchange transaction is one in which the municipality receives assets of services, ot has liabilities axtinguished, and direcily
gives approximately equal valus (primarily in the form of goods, services or Use of assets) to the other party in exchange.

Fair value is the ameunt for which an asset could be exchanged, or a liabliity settled, between knowledgeable, willing parties in
an arm’s length transaction.

Measurement
Revenue is measured at the fair velue of the consideration received or receivable, net of trade discounts and volume rebaies.
. L

The amount of revenue arising on a transaction which is statutory (nan-contractual) in nature is usuzally measured by reference
to the relevant legisiation, regulation or similar means. The fee siruciure, tariffs or calculation basis specified in legislation,
regulation of similar means is used to determine the amaount of revenue that shouid be recognised. This amount represents the
fair value, on initial measurement, of the consideration received or receivable for revenue that arises from a statutory {non-
contractual) arrangement (see the accounting policy on Statutory Receivables).
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1.17 Revenue from gxchange transactions {continued)
Sale of goads

Revenue from the sale of goods is recognised when all the following conditions have been satisfied:
o the municipality has transfarred to the purchaser the significant risks and rewards of ownership of the goads;
«  the municipality retains neither continuing managerial involverment to the degres usually associated with
ownership nor affeclive coritrol over the gocds sold;
¢  the amount of revenue can be measured reliably;
e it is prcbable that the ecanomic benefits or service patential associated with the transaction will flow to the
municipality; and :
e the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Rendering of services

When the outcome of a transaction invelving the rendering of services ¢an be estimated reliably, revenue associated with
the transaction is recognised py reference to the stage of campletion of the transaction at the reparting date. The cutcome
of a transaction can be astimated raliably when all the following conditions ara satisfied:

° the amount of revenue can be measured reliably;

« it is probable that the economic benefits cr service potential associated with the transaction will flow to the

municipality;
« the stage of completion of the transaction at the reporiing date can be measured reliably; and
e fthe costs incurred far 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 recegnised on a
straight-line basis over the specified time frame uniess there is evidence that some other metnad better represents the stage of
completion. When a specific act is much more significant than any other acts, the recognition of revenue is postponed unil the

significant act is exacuted.

When the outceme of the fransaction. involving the rendaring of services cannot be estimated refiably, revenue is recognised
only to the extent of the expenses recognised that are recoverable.

Service revenue is recognised by reference to the stage of complietion of the transaction at the reparting date.
Interest

Revenue arising from the use by others of entity assets yielding interast, royalties and dividends or similar distributions is
recognised whan:
e It is probable that the economic benefits or sarvice potential associated with the transaction will flow to the
municipaiity, and
«  The amount of the revenue can be measured reliably.

Interest is recognised, in surplus or deficit, using the effective interast rate methed.

1.48 Accumulated surplusi{deficit)

The accurmulated surplus/{deficit) represents the net difference between the total assets and the total liabilities of the
municipality. Any surpluses and deficits realised during a specific financial year are credited/debited against accumulated
surplus/{deficit). Prior year adjustments, retating ta income and expenditure, are credited/debited against accumulated
surplus/(deficit) when retrospective adjustments are made. ‘

1.19 Revenue from non-exchange transactions

Non-exchange transacticns are transactions that are not exchange transacilons. In a non-axchange sransaction, a municipality

either receives value from another municipality without directly giving appraximately equal value in exchange, or gives value to
another municipality without directly receiving approximately equal value in exchange.
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4.19 Revenue from non-exchange transactions {continued}
Recognition

An inflow of resources from a non-axchange transaction recognised as an asset s recagnisad as revenue, except to the extent
that a liability is also recogrised in respect of the same inflow. ) .

Revenue recsived from conditional grants, donations and other funding are recognised as revenue to the extent thai the
munieipality has complied with the criteria, conditions or obligations embodied in the agreement, where applicable, To the
extent that the critaria, conditions ar abligations have not been met, a liability is recognised.

As the municipality satisfies a present obfigation recognised as a fiability in respect of an inflow of resources from a non-
exchange transaction recoghised as an asset, it reduces the carrying amount of the liabifity recognised and recognises an
amount of revenue equal to that reduction.

Measurement

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

When, as a resuit of a non-exchange transaction, the municipality recognises an asset, it also recognises revenue equivalent
to the amount of the asset measured at fts fair value as at the date of acquisition, unless it is also required to recognise a
liability, Where a liability 15 required to be recognised it will be measurad as the best estimate of the amount required to seitle
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 reducad, because the taxable event occurs or @ condition is satisfied, the amount of the reduction in the
liabifity is recognised as revenue.

Taxes

The municipality recognises an asset in respect of taxes when the taxable event occurs &nd the asset recognition criteria are
met. - : ‘

Rasources arising from taxes satisfy the definition of an asset when the municipality controls the rasources as a result of a past
event (the taxable event) and expects to racelve future econcmic benefits or service potential from those resources. Resources
arising from taxes satisfy the erteria for recognition as an asset when it is probable that the inflow of resources will ocour and
their fair value can be refiably measured. The degree of prabability attached to the inflow of resources s determined on the
basis of evidence available at the time of initiat 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 tax is the passing of the date on which the tax is levied, or the period sor which the tax is levied, if
the tax is levied on & periodic basis.

Transfers

The municipality recognises an asset in respect of iransfers when the transferred rescurces meet the definition of an asset and
satisfy the criterla for racognition as an asset. v

Transferred assats are measured at their fair value as at the date of acquisition,

Debt forgiveness and assumption of liabilities

The municipality recognise revenue in respect of debt forgiveness when the former debt no longer meets the definifion of a
liability or satisfies the criteria for recognition as a liability, provided that the debit fargiveness daes noi satisfy the definition of &

contribution from ownears.

Revenue arising from debt forgiveness is measured at the carrying amount of debt forgiven.
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1.19 Revenue from non-exchange transactions (continued)
Fines

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

Assets arising from fines are measured at the best estimate of the inflow of rescurces 0 the munigipality. The municipality
makes use of esfimates to determine the amount of revenue that it is entitied o collect. Where settlement discounts or
reductions in the amount payable are offered, the municipality considers past history in assessing the likelihood of these
discounts or reductions being taken up by raceivables.

Where the municipaiity callects fines in the capacity of an agent, the fine will nat be revenue of the collecting entity.

Gifts and donations, including goods in-kind

Gifts and donations, including gocds in kind, are recognised as assets and revenus when it is probable that the future
ecanomic benefits ar sarvice potential will flow to the municipality and the fair value of the assets can be measured reliably.

Services in-kind

The municipality recognise services in-kind that ara significant to its operations and/or service delivery objectives as asseis and
recognise the related revenue when it is probable that the future econamic benefits or sesvice potential will flow to the
municipality and the fair value of the assets can be measured rekiably.

Where servicas in-kind are not significant o the municipality's operations and/or service delivery ohjectives and/or do not
satisfy the criteria for recagnition, the municipality disclose the naturs and type of services in-kind received during the reporting
periad,

1.20 Grants Iin aid

The municipality transfers mongey to individuals, organisations and other sectors of government from {ime to time. When
making these transfers, the municipality does not:

Receive any goods or services direcily in return, as would be expacted 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 ara recognised in the statement of financial performance as expenses in the periad that the event giving rise fo
the transfer has occurred.

1.21 Investment income
Investment income is recognised on a time-propartion basis using the effective interest methed.
1.22 Borrowing cosis
Borrowing costs are racognised as an expense in the period in which they are inclirred.
1.23 Unauthorised expenditure
Unauthorised expanditure means:
® averspending of a vote ora main division within a vote; and
o expenditure not in accordance with the purpose of a vote of, in the casa of a main division, net 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 ineurred and classified in accordance with the naturs of the expense. Upon investigation, if &

gerson was found to be liable in law for the unauthorised expenditure that accurred, a receivable is recognised for the racovery
of the monies, and where recoverad, it is subsequently accounted for as revenue in the statement of financial performance.
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1.23 Unauthorised expenditure (continued)
Eor details on unauthorised expendiiure, refer to nate 47 - Unauthorised expenditure.
1.24 Fruitless and wasteful expenditure

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

All expenditure relating to fruitiess and wasteful expendhiure is recegnised as an expense in the statement of financial
performance in the year that the expenditure was incurmed and classified in accordance with the nature of the expense. Upon
investigation, if a person was found o be liable in law for the fruitfess and wasteful expenditure that occurred, a receivable is
recognised for the recovery of the monies, and where recovered, it is subsequently accounted for as revenue in tha statement
of financial performance.

For details on unauthorisad expenditure, rafer to note 48 - Fruitless and wasteful expenditure,
1.25 irregular expenditure

lrregular expenditure is expenditure that is contrary to the MFMA, the Municipal Systems Act (Act No.32 of 2000}, and the
Public Office Bearers Act {Act Na. 20 of 1998) or is in cantravention of the economic entity's suppiy chain management policy.

All expenditure relating to irregular expenditure is recognisad as an expenss in the statement of financial performance in the
year that the expenditure was incurrad and classified in accordance with the nature of the expense. Upon investigation, if a
person was found to be liable in law for the irmegutar expenditure that accurred, a receivable is recognised for the recovery of
the monies, and where recavered, it is subsequantly accounted for as revenue in the statement of financial performance.

Eor details on irregular expenditure, refer ta note 49 - Irregular expenditure.

1.26 Commitmenis

ltems are classified as commitments when the municipality has committed itself to future fransactions that will normally result
in the outflow of cash.

Disclosures are made in respect of unrecognised contractual commitments, which include future capital commitments relating
to property, plant and equipment, investment property, intangible assets and heritage assats, as applicable, operational
commitments, as well as future commitrments relating to operating leases. Refer to note 40 - Commitments.

Commitments for which disciosure is necessary 0 achieve a fair presentation should be disclosed in a note to the financial
statements, if bath the following criteria are met:
»  Contracts should be non-cancelfable cr only canceliable at significant cost (for example, contracts far computer or
building maintenance services); and
«  Contracts should relate to something cther than the routine, steady, state business of the entity — therefore salary
commitments relating to empleyment contracts of social security benafit commitments ars exciuded.
Commitments consist of expenditure committed but het yet incurred. Commitments are categorised as follows:
. Commitments approved and coniracted for.
. Commitments approved but not yet'ceniracted for.

1.27 Segment information

A segment is an activity of an entify:
. that generates economic perefits or service potential (inciuding aconomic benefits or service potential relating to
transactions hetween activities of the same entity); :
e whose results are regularly reviewed by management to make decisions ahout rescurces ta be allocated to that
activity and in assessing its perfermance; and
«  for which separate financial information is available.

Reporiable segments are the actual segments which are reported on in the segment report. Thay are the segments identified
above or alternatively an aggregation of two or more af those segments where the aggregation criteria are mei.

in order t0 assess that the segments could be aggragated, the fallowing factars were considerad in applying its judgement:
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1.27 Segment information (continued)

For management purposes the municipality is broadly organised inta business units based on the nature of operations and the
servicas they provide. -

No individually material operating segments have been aggregated to form the above repartable operating segments.
The municipality does not manitar segments geographically
1.28 Budget information

The approved budget Is prepared on a accrual basis and presented by economic classification linkad to parformance outcoms
objectives.

The approved budget covers the fiscal period from 2020/07/01 1o 20621/06/30.

The annual financial statements and the budget are on the same hasis of accounting therefore a comparison with the budgeted
amounts for the reperting period have been included in the Statement of comparison of budget and actual amounts.

Deviations betwaen budget and actual amounis are regarded as material differances whan a 10% deviation exists. All material
differences are explained in the relevant Notes to the Annual Financial Statements.

1.29 Related parties

A related party is a person or an entity with the ability to control ar jaintly contral the other party, or exercise significant influence
over the other pariy, or vice versa, ar an entity that is subject te commaon cantral, or joint contral.

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

Close members of the family of a person are those family membars whe may be expected to influence, or be influenced by that
person in their dealings with the municipality.

The municipality is exempt from disclosure requirements in relation to related party transactions if that transaction occurs within
normal supplier and/or clientirecipient relationships on terms and conditions no mare or less favourable than those which it is
reasonable to expect the municipality to have adopted if dealing with that individual entity or person in the same circumsiances
and terms and conditions are within the normal operating parameters established by that reparting entity's legal mandate.

1.30 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 autharised for issue. Two types of events can be identified:
e those that provide evidencs of conditions that existed at the reporting date (adjusting avents after the reporting date);
and :
. those fhat are indicative cf conditions that arose after the reporting date {non-adiusting events after the reporting
date).

The municipality will adjust the amount recognised in the financial statements to reflect adjusting events after the reporting date
once the event ocourred. :

The municipality wilt disclose the nafure of the event and an estimate of its financial effect or a statement that such gstimate
cannot be made in respact of all material non-adjusting events, where non-diselesure could influence the economic decisions
of usars taken on the basis of the financial statements.
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5. New standards and interpretations
24 Standards and interpretations issued, but not yet effective

The municipality has not appiied the following standards and interpretations, which have been published and are mandatory
for the municipality’s accounting pericds beginning cn of ajter 01 July 2021 or later periods:

GRAP 104 (amended): Financial instruments

Following the global financial crisis, 2 number of cancerms wers raised about the accounting for financial instruments. This
included that (a) infermation on credit losses and defaults on financial assets was received too late to enable proper
decision-making, (b) using fair vaiue in certain instances was inappropriate, and (¢} some of the existing accounting
requirements were seen as 100 rules based. As a result, the international Accounting Standards Board® amended its
existing Standards to deal with these issues. The IASB issued IFRS® Standard on Financial Instruments (IFRS 8) in 2009
io address many of the concerns raised. Revisions were also mads to IAS® an Financial insiruments: Presentation and the
IFRS Standard® on Financial Instruments: Disclosures. The IPSASB issued revised International Public Sectar Accounting
Standards in June 2018 so as to align them with the equivalent IFRS Standards.

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

The mest significant changes {o the Standard affect:
Financial guarantes contracts issued
Loan commitments issued

Classification of financial assets
Amoartised cost of financial assets
Impairment of financial assets
Disclosures

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

The municipality expects to adopt the far the first time when the Minister sets the effective date for the .

The municipzlity 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 guideiine: The Constitution of South Africa, 1998 (Act No. 108 of 1996) (the constitution), glves local
government the executive authority over the functions of cleaning, refuse removal, refuse dumps and solid waste dispaosal.
Even though waste disposal activities are mainly undertaken by municipalities, other public sector entities may also be
involved in these activities from time 1o time. Concemns were raised about the inconsistent accounting, practices for landfidl
sites and the related rehabilitation provision where entities undertake waste disposal aciivities. The objective of the
Guideline is therefore to provide guidance to entities that manage and operate landfil sites. The guidance will improve
comparability and provide the necessary infarmation to the users of the financial statements to hold entities accountable
and for decision making. The principles from the relevant Standards of GRAP are applied in accounting for the landfill site
and the related renabilitation provision. Where appropriate, the Guideline alsa llustrates the accounting for the fand in a
landfill, the landfill site asset and the related rehabilitation provision.

It covers. Overview of the legislative requirements that gover |andfili sites, Accounting for land, Accounting for the landfill
site asset, Accounting for the provision for rehabifitation, Closure, End-use and monitoring, Other considerations, and
Annexures with Terminology & References ta pronouncements used in the Guideline. ‘
The effective date of the guideline is for years beginning on or after the date still to be set by the Minister of Finance

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

Guideline on the Application of Materiality to Financial Statements
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2. New standards and interpretations {continued)

The objective of this Guideline is to pravide guidance that will assist entities ta apply the concept of materiaiity when preparing
financial statements in accordance with Standards of GRAP. The Guideline aims to assist antifies in achieving the overall
financial reporting otjective. The Guideline outlines a process that may be considered by entities when applying materiality to
the preparation of financial statements, The process was developed hased on ccncepts outlined in Discussion Paper S on
Materiality — Reducing Complexity and Improving Reporting, while also clarifying existing principles from the Conceptual
Framework for General Purpose Financial Repuorting and other relavant Standards of GRAP. Tha Guideline includes examples
and case studies ta flustrate how an entity may apply the principles in the Guideline, based on specific facts presented.

ft covers: Definition and characteristics of materiality, Rale of materiality in the financial statements, identifying the users cf
financial statements and their information needs, Assessing whether information is material, Applying materiality in preparing
the financial statements, and Appendixes with Referencas to the Conceptual Framewark for General Purpose Financial
Reporting and the Standards of GRAP and References ta pronouncements used in the Guideline.

The effective date af the guideline is nat yet set by the Minister of Finance.

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

The municlpality is unable ta reliably astimate the impact of the standard on the annual financial statemenis.
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3. Inveniories

Water 234795 327 740

Water inventory

Opening balance 327 740 267725
Purchases 30997 367 20 837 47C
Sales 34 (21 840 756) (23 518 070)
Distribution loss (9249 556) (6 259 385)
Closing balance 234 795 327 740

4. Recelvables from exchange transactions

Consumer debtors - Electricity 4 888 864 5 000 638
Consumer debiors - Fees 1291744 1272 097
Consumer debtors - Interest 4 522762 4993 454
Consumer debtars - Merchandising and jobbing 685 091 1 358 467
Consumer debtars - Refuse ‘ 1051 140 1100196
Consumer debtors - Rental Charges 48 872 77 007
Consumer debtors - Sewerage 2193772 2 267 492
Consumer debtors - VAT 223 0585 278 866
Cansumer debtors - Water 4 532 847 3862193
Other debtors 22 256 1 286 798
Water District Municipality fire fighting 1698 103 1692 668

21 158 511 23189926

Trade and other receivables pledged as security
No trads or other receivables was pledged as security.
Credit quality of trade and other receivables

The credit quality of trade and other receivables that are neither past nor due nor impaired can be assessed Dy reference to
external credit ratings (if available) or ta historical information about counterparty default rates.

None of the financial assets that are fully performing have been renegotiated in the last year.

Trade and other receivables past due but not impaired

Impairment is anly calculated on consumer debtars. All consumer debtors that were past due, were impaired.

Tradé and other receivabies impaired

As of 30 June 2021, trade and other receivables of R 128 012 467 (2020: R 118 735 014) were impaired and provided for.
The amount of the provision was R 108 574 318 as of 30 June 2021 (202¢:R 97 942 580).

The ageing of these receivables is as follows:

Current (0-30 days) 171724 39 855
31-60days ’ 11426543 11711610
61 - 90 days . 5808750 4 603 117
91 - 120 days 4161 458 4 039 026
421 - 365 days 25 646 885 20 397 367
> 365 days 80 696 107 77 944238

128 012467 118 735 014
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4.
Reconciliation of provision for impairment o

Opening balance
Provision for impairment
Amounts written off as uncollectible

The creation and release of provision for impaired re
{note ). Amounts charged to the allowance accoun
additional cash.

The maximum exposure to credit risk at the reporting
municipality does not hold any coilateral as security.

5. Consumer debtors disclosure

Gross balances

Consumer debtors - Electricity

Consumer debiors - Fees

Consumer debtors - Interest

Consumer debtors - Merchandising and jokbing
Cansumer debtors - Rates

Consumer debtors - Refuse

Consumer debtors - Rental charges

Consumer debtors - Sewerage

Consumer debtors - VAT

Consumer debtors - Water

Less: Allowance for impairment
Consumer debtars - Elaciricity
Consumer debtors - Fees
Caonsumer debtors - Interest
Consumer debtors - Merchandising and Jjobhing
Consumer debtors -~ Rates
Consumer debtors - Refuse
Cansumer debtors - Rental charges
Consumer debtors - Sewerage
Consumer debtars - VAT
Consumer debtars - Water

Net balance

Consumer debtors - Electricity
Consumer debtors - Fees
Consumer debtors - Interest
Consumer debtors - Merchandising and jobbing
Consumer debtors - Rates
Cansumer debtors - Refuse
Consumer gebtors - Rental charges
Consumer debtors - Sewerage
Consumer debtors - VAT
Cansumer debiors - Water

Receivables from exchange transactions (continued})

f trade and other receivables

(97 941 569)
(10 832 748)

(66 615 973)
(10 890 117)
9 564 521

(97 941 569)

(108 574 318)

ceivables have been included in operating expenses in surplus or deficit
t are generally written off when there is no expectation af recovering

date is the fair value of each class of receivables mentionad above. The

15329551 15134 342
3980190 5727785
17326959 20721670
2643314 4104 231
125583 615 108 796 130
10872676 8746290
1235918 1156029
27312632 21446 385
2781793 2564188
45739127 38551802
253612075 226 948 950
(10 440 887) (10 133 654)
(2688 446) (4 455 688)
(12804 187) (15728 216)
(1958222)  (2745764)
(107 474 471) (94165 427)
(9621 836) (7 646 094)
(1187 046) (1079 022)
(25 118 860) (19 178 893)
(2558738) (2285 320)
(42 206 280) (34 689 709)

{216 058 783) (189 107 787)

4 888 864 5 000 688
1281744 1272097
4 522 762 4993 454
685 092 1 358 467

18 115 144 17 630 703
1051 140 1100 186
48 872 77 007
2193772 2 267 492
223 055 278 866

4 532 847 3882 183
37553292 37 841163
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§. Consumer gebtors disclosure (continued) '
Statutory receivables included in consumer debtors above are as follows:
Consumer debtars - Rates 18 115 144 17 630 703
Financial asset receivables included in consumer debtors ahove 19 438 148 20 210 460
Total consumer debtors 37 553 292 37 841 1863
Included in above is receivablas from exchange transactions
Caonsumer debtors 19 438 148 20 210 456
Included in above is receivables from non-exchange transactions
Property rates 18 115 144 17 630703
Net balance 37 553292 37 841159
Rates
Current (0 -30 days) 4 441 144 138
31 -80 days 6 668713 6 523 327
61 - 60 days 3996 885 3937 050
91 - 120 days 3325973 3 567 006
121 - 365 days 22 809452 21 836 986
> 365 days 88783152 72787823
Impairment (107 474 472) (91 165 427)
18115144 17 630703
Electricity
Current (0 -30 days) 2 084 -
31-60days 4729032 5420 599
61 - 90 days 1159 877 950 864
91 - 120 days 654 957 850813
121 - 365 days 3 008 457 2670173
> 365 days 5775163 5242 102
Impairment {10 440686) (10133654) -
4.888 884 5 000 688
Water
Current {0 -30 days) 28 827 7130
31-60days 3539878 2922 973
61 - 90 days 2 304 325 1914852
91 - 120 days 17862 802 1 695928
121 - 365 days 10239 829 8 745 526
> 365 days 28863467 23 265393
Impairment {42 206 281) (34 689 709)
4532847 3862193
VAT
31 - 80 days 75777 60 862
61 - S0 days 73 869 75 781
g1 - 120 days 71704 72 425
121 - 365 days 4393 700 504 368
> 365 days 2 086 942 1 850 750
Impairment {2558737) (2285 320)
223 055 278 866
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5. Consumer debtors disclosure (continued)
Sewerage
Current (0 -30 days) 41 592 2631
31 -80days 1996 393 1745 497
61 - 90 days 4196 80¢ 1080 024
91 - 120 days 10458 104 920 541
121 - 365 days 6 357 638 4 982 662
> 365 days 16 671 095 12 735 Q3¢
Impairment (25118 859) {19178 893)
2193772 2 267 492
Refuse
Current (0 -30 days) 23188 1832
31 - 60 days 883 491 819284
61 - 90 days ATT 295 448 614
91 - 120 days 390 554 380 445
121 - 365 days 2 434 696 1871135
> 365 days 6 453 757 5226980
Impairment (9611841) (7 646 094)
1 051 140 1100 196
Interest
Current (0 -30 days) 3324 -
31-60 days - 5718
91 -120 days 49 - -
121 - 365 days 2612 886 103780
> 365 days 14710680 21194 365
Impairment (12 804 197) {16 310 409)
4522762 4 993 454
Fees
Current (0 -30 days) 1 667 28 060
31 - 60 days 29624 282 996
61 - 90 days 624 292 1507
81 -120 days 174 908 1510
121 - 365 days 23682 1016 234
> 365 days 3125817 4 397 478
Impairment (2688 446) (4 455 688)
1291744 4 272 097
Rental charges
31 - 80 days 88 848 108 889
61 - 90 days 43076 55 766
91 - 120 days 35885 31840
121 - 365 days 271271 162 101
> 365 days 796 829 797 423
(1187 047) (1079 022)
48 872 77 007
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5. Consumer debtors disclosure (continued)
Merchandising and Jobbing
Current (0 -30 days) 71 180 -
31 - 60 days 83 500 344792
61 -90 days 30 407 97 608
81 - 120 days 21 4858 85724
121 - 365 days 204 415 341 379
> 365 days 2 232 347 3234728
(1958 222) (4104 231)
&85 092 1 358 467
Summatry of debtors by customer classification
Consumers
Current (0 -30 days) 176 164 147 971
31 -60days 9494 736 8 976 957
61 - 90 days 5883052 5167 257
91 - 120 days 4 547 408 4 434 865
121 - 365 days 29089614 26103 256
> 365 days 97 101928 96 001 334
146 292 802 140 831 680
Less; Allowance for impairment {126 429 077) (118 480 696)
19863825 22340984
Industrial/ commercial
Current {0 -30 days) - 35589
31 -60 days 7722127 8 438 4186
61 - 90 days 3025697 2 656 863
91 -120 days 2230758 2 581 523
121 - 365 days 15332324 13214761
> 365 days 590 881 638 45 239725
83192544 73 166 677
Less: Allowance for impaiment {72303 827) (58 511645)
15 888 717 14 655 032.
National and provincial government
Current {Q -30 days) - 230-
31-60days 879393 819 585.
61 - 90 days 997 886 716 206
91 - 120 days 709 266 589 644
121 - 365 days 4 034 389 2916 3386
> 365 days 12 495 693 8 490 805
19116637 13532786
Less: Allowance for impairment (17 315 885) {12 105 446)
1 800752 1 427 340
Reconciliation of allowance for impairment
Balance at beginning of the year (189 104 996) (168 636 373)
Contributicns to allowance {26951 787) (208654 390)
Deht impairment written off against allowance - 183 767
(216 058 783) (189 106 996)
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8. Statutory receivables

Fines 3412 075 1 317 390
Consumer debtors - Rates 18 115 144 17 8630 703°

21527 218 18948093
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8. Statutory receivables (continued)

Statutory receivables general information

Transaction{s) arising from statute

Property rates arise from the Municipal Preperty Rates Act (Act no 6.of 2004).

Traffic fines arise from the Criminal Procedures Act {Act no 51 of 1877).

Determination of transaction amount

The transaction amount for property rates is determined using the policy on Revenue from non-exchange transactions.

The transaction amount for traffic fines is determined by the offence incurred in accordance with the Criminzl Proceduras
Act {Act no 51 of 1977).

Interest or other charges levied/charged

Interest is chafged on overdue consumer debtors - rates and is calculated using the nominal interest rate.
No interest charged on traffic fines. Other charges includes contempt of court which is not due to the municipality.
Basis used to assess and test whether a statutory receivable is impaired

Al statutory recelvables that are past due or uncallected were impaired.

impairment on property rates is calculated basad on a risk and payment scofing system.

Impairment an traffic fines is calculated on an average rate of payment for the current and prior years.
Discount rate applied to the estimated future cash flows

No discount rate was used in the property rates and traffic fines impairment calculation.

Statutory receivables past due but not impaired

All Statutory receivables past due was impaired.

Statutory recelvables impaired

As of 30 June 2021, Statutory receivables of R 428 012 467 (2020: R 119 476 515) were impaired and provided for.

The amount of the provision was R 111 161 171 as of 30 June 2021 (2020: R 100 528 422),

The ageing of these receivables is as follows:

Current (0-30 days) 171724 2413 438
31 -80days \ 11 426 543 8 529 327
61 - 90 days 5808 750 3937 050
91 - 120 days ' 4161 458 5218706
121 - 365 days 25645 885 23 845930
> 365 days 80686 107 77431088

128 012 467 118476 515

Factors the entity considered in assessing statutory receivables impaired

The calculations and scoring used when completing the Type Risk Payment report for property raies are based on the
following:

- Accounts aging
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6. Statutory receivables (continued)

- Accounts status

- Account type

The average payment rate is used fo evaluate the trafic fines.

Reconciliation of provision for impairment for statutory receivables

Opening balance (100 528 422) (93 880 927)
Allowarnice for impairment (10632 749) (17 547 351)
Amounts written off as uncollectible - 10 909 856

{111 181 171) (100 528 422)

Statutory receivables pledged as security
No statutory receivables was pledged as security.
Credit quality of statutory receivables

The credit quality of statutory receivable transactions that are neither past nor due nor impaired can be assessed by
raference to extarnal credit ratings (it available) or to histarical information about counterparty default rates:

Nene of the financial assets that are fully performing have been renegotiated in the last year.

7. VAT receivable

Value Added Tax 3173 941 7 909 189

8. Agreements

Agreements consist of consumer debtor payments. Short term agreements are payment arrangements shorter than 12
manths and long term agreements are payment arrangements that are longer than 12 months. '

Current pertion 353 847 279 461
Non-current portion 74024 113 240

427 971 392 701

9. Cash and cash equivalents

Cash and cash equivalents consist of:

Cash on hand - 3264 (1 736)
Cash balances ’ 11374 119 g 187 411
Short-term deposits . ' 1139 388 1016 288

12 516 771 10 201 964
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g, Cash and cash eguivalents (continued)
Credit quality of cash at bank and short-term deposiis, excluding cash on hand

One of the investment accounts are pledged as security, the rest are call accounts. Therefore readily convertables and
there s an Insignificant risk for a change in value.

Credit rating '

Investmants 1439389 1016 289
Cash and cash equivalents i 11 380 298 7 638 683
Less: Unspent conditional grants {18 365 318) (21 848 077}

(5845631} (13 193105)

Cash and cash equivalents pledged as collateral

Limited cession of ABSA Fixed Deposit number 2068701092 800 000 -
Guarantes 500 000 -
Fleei Card 400 QC0 -
ACB Mag Tape Credit : 1 500 000 -
Absa Vehicle and Management system 100 000 -
QOverdraft h 15 000 000 -
ACB Mag Tape Debit R160 000 @10% of 1 600 000 -

19 100 000 -

The municipality had the foliowing bank accounts

Account number / description Bank statement batances Cash book balances

20 June 2021 30 June 2020 30 June 2019 30 June 2021 30 June 2020 30 .June 2019
ABSA Bank - Current Accauitit 7 780 316 6 907 944 10 308 174 11 036 613 8 480 253 12 008 123
{Primary Bank Account) - 13-
3000-0082 :
ABSA Bank - Call Account - 40- 338 056 730738 209 415 340 769 733 452 209 415
7836-0937
ABSA Bank - Call Account -92- 162 813 99 493 22 855 162 818 09 463 22 855
9574-5884
ABSA Bank - Fixed Deposit - 976 571 916 796 846 299 976 571 916 796 846 298
206-670-1092
ABSA Bank - CINCOR - 407- - - 881 - - 881
374-1632
Total g 257 761 8654972 11387624 12518771 10 209 999 13 087 573
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10, Investment praperty

2021 2020
Cast/ ’ Carrying value Cost! Cairying value
Valuation Valuation
Investment properly 279 {38 862 . 279138852 279138 852 - 279138852
Recanciliation of investment property - 2029
Opening Closing
balance halanca
Invastment prapery . 979138 B52 279 138 852
Reconciliation of investment property - 2020
Opening Fair value Ciesing
halance adjustments balance
investment property 284 835 563 (5696 711) 279138 852

Pledged as security
None of the investment properiles is piedged as sacurity.
Details of property

A register containing the information requirad by section 83 of the Municipal Finance Managemant Act Is avallable for
Inspection at the registered office of the municipality.

Details of valuation

The valuation was based on comparable market transactions.Na discount rate is applicable and the fair vaiua represeats the
market valus.

Amaunts recognised in surplus énd deficit for the year.

Renial revenue fram Investment property - 330 453
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10. Investment property {(continued)

Maintenance of investment property

No costs were incurred to maintain invesiment property as investment property consists o

§ vacant 1and.
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14. Property, plant and equipment

Bulldings

Gommunity facilities

Furniture and affice equipment
Infrastruciure

Land

Transpart assets

Camputer equipment
Regcreational assets
Machinery and equipment

Total

Reconciliation of property, plant and equipment - 2021

Buildings

Community {acilities

Fumniture and offica squipment
Infrastructure

Land

Transport assets

Computar equipment
Machinery and equipment
Recreational asseis

2021 2020

Cast/ Accumulated Carrying value Cost/ Accumulated Carrying value

Valuation depreciation Vajuation depraciation

and and

accumulated accurnulated

impatrment impalrment
57 8B 477  (46212243) 21658 234 67 868 477 (44 903008) 22965 465
128 207 149 {71685 118) 56512 031 162193951 (6D 078345) 52 145 €06
7657 015 {7 037 225} 819 790 7729961 (6 464 757) 1265204
1285650981 (648189 182) €38 451799 1227432036 (830 732 205) 596 849 831
78 909 842 - 784909942 78 908 942 - 78 909 942
44058350 {1822013Q0) 26738 220 42078350 (15283714) 26 794 836
94519892 {9 342 613) 177 279 9451 617 (8 976 436} 475 181
19 Q35 237 - 19035 237 29 047 590 (8571143) 20476 447
2975 261 (2 337 261) 638 010 2512842 (1 981 883) 530959
1 645 732 304 {803 033 762) 842 748 542 1 567 224 766 (767 041 491} 800 483 278

Opening Additiens Disposals ~ Reclassificatic Raclassificatio Degpreciation  Impairment Closing
batance non cost n Ace loss balance
Depraciation

22 965 469 - - - - {1 309 235) - 21 656 234
2 115 606 7459413 {181 806) - - (2 850 528) (21854) 58512 931
1 265 204 - - (72 946) 42750 (615 218) - 619730
596 649831 68172189 - - - {26231 592) (126 639) 638 461 799
78 808 942 - - - - - - 78 908 942
26794 636 2 880 000 - - - (2 936-418) - 26738220
475181 - - 68 276 (38 408) (327 770) - 177 279
530 959 480 000 (22 251) 4 670 (4 342) (351.026) - 838010
20 478 447 - - - - {1445373) (837) 19035237
800 183 275 78 991 612 (204 0567) - - {36 071 158) {151 130) 842748 842
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44, Property, plant and equipment (continuad)

Reconciliation of property, plant and aquipment - 2020

QOpening Additions  Derecogniiion Defecogriton Revaluations Depreclation Closing
balance cost accurnulaied  orincrease in balance
depreciation proviston

Ruildings 24 389 865 - . - - (1404 196) 22 965469
Cammunity facilites 52083 713 2 802 938 - - - {2874 045) 52115606
Fugniture and office equipment 1780 684 198 999 (52 431) 46 992 - (709 030) 1265 204
Infrastructure 553 130 666 56 051 052 {57 679) 32 348 9580256 (22086 812) 596849831
Land 78 809 942 - - - - - 78809942
Transport assets 3325540 24 942 341 - - - (1473245) 267948636
Computer equipment 413 687 138 5814 - - - (277 087) 475181
Machinery and equipment 718 266 143 082 - - - (330 38€) 530958
Recreational assets 21 439 066 - - - - (982 619) 20 476 447
736371229 84376993 (110 110) 79 330 3580 256 (30 114 423) 800183275

Pledged as security

None of lhe assets was pledged as security.
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11. Property, plant and equipment {continued)
Property, plant and equipment in the process of being constructed or developed

Cumulative expenditure recognised in the carrying value of property, plant and
equipment

Communiiy assets

Infrastructure assets

Carrying value of property, plant and equipment that is taking a significantly
longer period of time to complete than expected

MWIG various water projects :

Delays due to the enforced nationwide lockdown to combat the spread of the Covid-19
pandemic from 27 May fo June 2021, which also affected the turnaround time for
delivery of materials in level 4 and 3 of the nationwide lockdown.

Bels Bala substation (inter elecfrification programy

The nane completion of this project was due ta the underperformance of the appointad
senvice providers; hence tha termination was realized.

Maloto street sports stadium

Delays due ta the enforced nationwide level 5 lockdown to combat the spread of the
Covid-19 pandemic from 27 May to June 2021, which also affected the turnaraund
time for delivery of materials in level 4 and 3 of the nationwide lockdown.

Carrying value of property, plant and equipment where construction ar
development has heen halted either during the current or pravious reporting
period(s) ’

Roads: Bela Bela streat paving

Sub-Contractors stepped all activities on site in January 2020 due to non-payment by
the main contractor. After that was rasolved, the nationwide lockdown enforced to
combat the spread of the Covid-19 pandemic delayed the project further and it could
not recover since then.

No impairment losses have been recognised in relation to these assets.

MV substations: construction of 20 MVA substation in Bela Bela

The none completion of this project was due to the underperformance of the appeinted
senvice providers; hence the tarmination was realised.

No impairment losses have been reccgnised in relation to these assafs.

Drainage coliection: stormwater Marikana straet

The project was completed in the current year hawever the completion certificate was
not issued

Bela Bela substation (inter elactrification program}

The none completion of this project was due to the underperformance of the appointed
service providers; hence the termination was realised. No impairment losses have
been recognised in relation to these assets.

MV Substations: Canstruction of 20 MVA Substation in Bela Bela (2018_P103)

The none completion of this project is due to non-performance of service provider.
There's also budget constraints

PAVING OF BUS ROUTE: RAPOTOKWANE

The project was completed in the current year however the completion certificate was
not issued

Expenditure incurred to repair and maintain property, plant and equipment

Expenditure incurred to rebair and maintain property, plant and equipment
included in Statement of Financial Performance
General expenses

864 340
15 484 523

2 902 936
56 970 286

16 328 863

59 873 222

24 651 666

35786768

44 004 138

35786769

15 097 880

60 438 435

94 888 787

1016 528

6 006 584

1082 888

4 147 548

2 642 9314

640220

6 006 984
1082 888

35786 763

15196 880

43 516 861

5834 178

9814 014
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11. Property, plant and equipment (continued)

A register containing the information required by section 63 of the Municipal Finance Management Act is available for
inspection at the registered office of the municipality.
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12. Intangible assets

2021 2020
Cost / Accumulated  Camylng value Cest/ Accumuiated  Carrying value
Valuation amortigation Vajuation amartisation
and and
accumulated accumutated
impairment impalrment
Computer saftware 2 506 639 {1 430 104} i 076 585 2 506 688 {1291 988) 1214701
Senvitudes 645 664 - 645 864 845 664 - 645 664
Total 3152 352 {1 430 104) 1722248 3152353 {1 291 988) 1 860 265
Reconciliation of intangible assets - 2021
QOpening Amortisation Tatal
halance
Camputer software 1214 T {138 116) 1076 685
Servitudes 645 664 - 645 664
1 860 365 (133118} 1722249
Reconciiiation of intangible assets - 2020
Opéning Amartisation Total
balance
Computer software 1532738 {318 0335) 1214701
Senvitudes . £45 684 - 645 664
2178 400 {318 035) 4 860 365

Pledged as security

Nane of the intangible assets was pledged as sacurity:
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12. Intangible assets (continued)

Intangible assets with an idefinite usefil life

The senvitudes recognised in the asset register represent a right of way to land in order to service and maintain municipal
infrastructure, such as below ground water networks, and since land is cansidered to have an indefinite lifespan, the
servitude embeds the same lifespan properties.

13. Heritage assels

2021
Cost/ Accumulated Carrying’
Valuation impairment
losses
Historical assets 538 950 - 53¢
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13. Heritage assats (continued)

Reconciliation of heritage assets 2021

Higtorical assets

Cpening
balance
538 950

Closing
halance
538 950
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13. Heritage assets (continued}

Reconciliation of herltage assets 2020

Qpening Closing
balance - Balance
538 950 538 950

Historical assets

Pledged as security

Mane of the heritage assets pledged as secusity:
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14. Payables from exchange transactions
Accrued bonus 2858514 2 854 427
Accrued leave pay 11 270 458 S 051 814
Accrued payroll expenses 5777220 5341 791
Deposits 573 360 11 073 360
Deposits on sale of land 417 558 417 559
Other creditors 108 870 108 670
Payments received in advance 18 089 340 17 928 580
Retentions 21905173 20 867 662
Trade payabies 84 358 472 91920752
Unknown deposits 5710794 5 493 360
Year end accruals 4 635 882 2779 604
155 705 442 167 837 459
15. Consumer deposifs
Electricity 5 300 044 5 364 846
Housing rental 7 058 4878
Refuse 2034 2034
Sewerage 281 733 69 474
Water 772 531 582 535
6 373 400 6 023 767
16, Unspent conditional grants and receipts
Unspent conditional grants and receipts comprises of:
Unspent conditional grants and receipts
Integrated National Electrification Programme - 6903 978
Municipal Water Infrastructure Grant 18 366 107 12 362 508
Municipal Infrastructure Grant 223 2 581 304
Municipal Disaster Relief Grant (850) {650)
18 365 680 21 847 140
Movement during the year
Balance at the beginning of the year 21847 140 11 289 900
Additions during the year 189 046 550 170 956 634

Income recognition during the year .

(192 528 010) (160 399 394)
18 365680 21 847 140

The nature and extent of government grants recognised in the annual financial statements and an indication of other forms of
government assistance from which the municipality has directly benefited; and urfulfiled conditions and other cantingencies
attaching ta government assistance that has been recognised.

Ses note for reconciliation of grants from National/Provinciai Government. -

These amounts are invested in a ring-fenced investment untl utiiised.
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17. Provisions

Reconciliation of provisions - 2021

QOpening Incresse or Total
Balance decrease in
provisicn
Rehabilitation of landfill site 62 284 208 8210538 70494748
Performance bonus 813055 {239 105) 573 350

63 097 263 7971433 71068696

Reconciliation of provisions - 2020

Opening Increase in Total
Balance provision
Rehabilitation of landfill site 48 493 538 13780 610 62 284 208
Performance bonus 682 193 430 862 813 055

48 175 791 13921472 63097 263

Non-current liabilities 70454 746 62 284 208
Current liabilities 573 950 813055

71 068 696 63 097 263

Rehabilitation of landfill site

The pravision for the rehabilitation of the landsill site relates to the legal obligation to rehabilitate landfill sites used for waste
disposal. The valuation of the landfill site was performed as at 30 June 2021 by i@Consulting (Pty) Ltd. Its is calculated as
the present value of the futura cbligation, discounted at prime interest raie.

The follewing key assumption were used: SAFSEC escalation rate 8.9% (2020; 6.8% -CP1), discount rate of 7.258% (2020:
7.25%) and nett effactive discount rate 7.25% of (2020: 0.35%). The remaining astimated life of the landfill site of & years is
used in the discounted calculation of the provision,

Provision for rehabilitation of landfill site

Balance at the beginning of the year 62 284 208 48 493 598
Changes in pravisicn of landfill closure 4297 610 9580 256
Interest charge . 3912 927 4 210 354

70494 745 62 284 208

Performance Bonus

The provision for the performance bonus has been calculated at 10% ofthe relevant Section 56 Manager's package as per

the Department of Provincial and Local Government guidelines on Performance Management and based on the past
experience of Seciion 56 Managers paid out bonuses.

In accordance with regulation 32, a performance bonus, based cn affordability, may be paid to the employee after:
- the annual report for the ﬁﬁancial year under review has been tabled and adepted by municipal council.

- the evaluation of performance in accordance with the provisians of regulation 23; and

- approval of such evaluation by the municipal council as a rewards for outstanding performance.

Movement in the performance honus

Opening balance 813 085 . 682 193
Reversed {813 055) (682 193)
Additional provision 573 950 813085

573 950 813 055
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18. ‘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 contrioutions of qualifying
retired members 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 Service) is entitied to remain a continued member of such medical aid fund on
retirement, in which case the municipality is fliable for a certain portion of the medicai aid membership fee. The municipality
operates an unfunded defined bensfit plan for these qualifying employees. No other post retirement benefits are provided to
- these employess. :

The most recent actuarial valuations of plan asset and the present value of the defined benefit obligation were carried out at 30
June 2021 by ZAQ Consultants and Actuaries, a fellow of the Actuarial Society of South Africa. The present value of the
defined benefit obligation, the related current sarvice cost and past service cost were measured using the Projected Unit Credit
Mathod. An actuarial valuation has been parformed of the liability in respact of the post-employment health care benefits 10
employeas and retirses of Bela- Bela Municipality and to their ragistered dependants. .

The nominal and zevo curves as at 30 June 2021 supplied by the Johannesburg Stock Exchange was used to determine the
discount rate and Consumer Price Index (CPI) assumptions at each relevant time periad. Previously only one discount rate was
used to value the liabilities.

The medical aid contribution inflation used in the valuaticn is 7.88% (CPI + 1%) . This rate was set with reference to the past
relatianship between the (yisid curve pased) disceunt rate for ach relevant time pesiod and the (yield curve based) medical aid
contribution inflation for each relevant time period over the implied duration of the liabifity of 16.78 years. -

As at the valuation date, the medical aid liabiiity was unfunded.
Long service award

The municipality operates an unfunded defined benefit plan for all its employees. Under the plan, a long service award is
payable after 10 years of conitinuous service and every 5 years thereatter to employees. The provigion is an estimate of the
long service based on historical staff turnaver. No other long service benafits are provided to employees.

The most recent actuarial valuations of plan assets and the present value of the defined benefit obligation ware carried out at
30 June 2021 by ZAQ Consultants and Actuaries, a fellow of the Actuarial Society of South Africa. The present value of the
defined benefit obligation, and the related current service cost and past service cost, were measured using the projected unit
credit method.

Faor the year ended 30 June 2021 : 342 (2020 376) employess were eligible for long service awards. The curreni service cost
far the year ended 30 June 2021 is estimated to be R623 000 (2020: RE03 000). The average expected remaining working
lifatime of eligible employees is 16 years. The normal and zero curves as at 30 June 2021 supplied by the JSE were used to
determine the discoutnt and Consumer Price Index (CP1) assumptions at each relevent period.

Normal salary Increase rate used is 5.01%. The rate was derived from the future rate of Consumer Price Index (CP! inflation)
. from the relationship the yield curve based conventional bond rates for the relevant time period.

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

Carrying value )
Post emplayment medical aid benefit (47 986 870) (41699 870) -
Lang service awards (6718000) (B301000)

(54 704 870) {48 000 870)

Non-current liabilities (52911 870y {45274 870)
Current liabilities (1793000) (2726 000)

(54704 870) (48 000 870)
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18. Employee bhenefit obligations {continued)

Changes in the present value of defined benefit obligation and long service awards

Qpening balance 43000000 39856 190
Benefits paid (2281000) (1804327)
Net expense recognised in ihe statement of financial perfermance 8 885 000 10 148 137

54704 000 48 000 000

Net expense recognised in the statement of financial performance

Current service cost 3108 000 2 908 994
Interest cost 5920 0G0 4 515 351
Actuarial (gains) losses : (43 000) 2723792

8 985 000 10 148 137

Key assumptions used

Assumptions used at the reporting date:

Discount rates used 9,04 % 8,156 %
Normal salary increase rate 591 % 5,66 %
Nett effactive discount rate - 1,99 % 2,45 %
CP! (Consumer Price inflation) 591 % 4,56 %

The average expected working life of employee is 62 years (2020: 62 years).

The key assumptions PERA are as follows:
Discount rate used : 12.31% (2020: 8.33%)

Health care cost of inflation ; 8.88% {2020 : 6.82%)
Net effactive discount rate ; 3.15% (2020 : 2.35%)

CP! (Consumer Price Inflation) | 7.88% (2020 : 5.32%)
Other assumptions

Assumed healthcare cost and long service awards trends rates have a significant effect on the amounts recognised in surplus
or deficit. A one percantage point change in assumed healthcare cost trends rates would have the foliowing effecis:

One One
percentage  percentage
point increase point

_ decrease
Effect on the aggregate of the service cost and interest cost 10972 000 8 459 000
Effect on defined benefit obligation 62993000 47 8980C0
Amaunts for the current and previous four years are as follows:

2021 2020 2019 2018 2017
Post retirement medical benefits 47 986 000 41 899 000 33447773 41613 87Q 39188 870
Long service awards 6 718 000 6 301 Q00 6 208 417 5 854 GO0 5037 000
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19. Service charges

Sale of electricity 114 564 863 114 927 712

Sale of water 35636 136 34 805 903

Solid waste 0207 343 8 585 125

Sewerage and sanitation charges 19 438 858 17 854 990

178 847 201 173173730

20. Rental of facilities and equipment

Facilities and equipment

Rental of facilities 1 365 589 1412 062

21. Agency services

Vehicle Registraticn 4 593 392 3490 156

22 Licences and permits (exchange)

Licences and permits 1 938 558 1 414 302

23. Other income

Admin fee 174 433 63 295

Advertisment - 2 881

Building plan approval 358 445 238 542

Collection charges 985 140 1631 805

Fire brigade levies 889 336 043

Licensing streef vending 12¢ 1153

Cther income 2 438 081 -

Other income 15 10 500 000 14 100 000

Penaliies - tampered meters 5903 106 018

Printing and duplicates 1828 2939

Procurement income 386 520 452 784

Siaff recaveries 10 031 1 769 796

Surplus cash 1315 164 1 203 696
16177 543 19 908 952

24, Investment revenue

Interest revenue

Interest received from investments 95 452 1718 508

Interest received from receivables from exchange transactions 5374 489 4912 044

Intarest received from statutory recsivables 7 588 387 6616 441
13 058 328 13 246 994

The amount includaed in Investment revenue atising from exchange transactions amounted to: R 5374 489

044),

The amount included in Investment revenue arising from non-exchange transactions amounted to

441).

(2020: R 4 912

R 7 588 387 (2020: R 6 616
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26. Property rates

Rates received

Business

Other

Residential

Smali holdings and farms
State

Valuations

Accommodation establishment
Commaercial

Farms agrictltural

Farma business

Farms other

Farms residential

Farms vacant land
Industrial

Municipal propetty

Private open space

Public benefit activities
Public service infrastructure
Residential

Small holdings agricultural
Small holdings business
Small holdings other

Small holdings residential
Small hoidings vacant land
Vacant business

Vacani residential

9 665 334 12 022 802
284 161 274073
54 557 727 49046 251
7 758 702 7 621018
7 194 580 5 827 437

79 460 504 74 791 581

62 054 000 62 051000
738219000 738219000
3818 881 000 3818 881 000
586 359000 586G 359 000
A5635000 45635000
631632000 631632 000
528796 000 528 796 000
15400 000 . 15400000
21078000 21078 000
15 959 000 15 959 000
54217 00¢ 54217 0C0

8 433 000 8 433 000
3667 770 000 3667 770 COO
18 803 000 18 803 0CO
39994 000 39994 000
393 0C0 393 000
123903 000 123 903 000
167 484 000 157 484 000
8616 000 8 616 000
776268000 776 268 000

11 329 891 00011 329 891 000

Valuations on fand and bulldings are performed every five (5) years. The last general valuation came into effect on 1 July 2016.
Interim valuations are processed on an annual basis to take into account changes In individual property. values due to

alterations and subdivisions.

A general rate of R 0.008 - (2020: - R 0.006) is applied to property valuations to determine assessmant rates.

The rate randages are as follaws:

Business and industrial R 0.0464 - (2020 : R 0.0157)
Farms agriculture (bona fide) R 0.0032 - {2020 ! R ¢.0031)
Government properties R 0.0164 - (2020 R 0.0157)
Residential properties R 0.0131 - (2020: R 0.0125)
Vacant land business R 0.0164 - (2020 : R 0.0157)

Vacant land residential R 0.0164 - {2020 : R 0.0157)

The new genaral vaiuation will be implemented on 01 July 2021.
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26. Government grants and subsidies

Operating grants

Equitable share 115041 C00 90 909 000
Local Government Finance Management Grant 1700000 1700 c00
Expanded Public Works Programme Integrated Grant for Municipalities 1 080 000 1 046 000

SETA Grant 198 828 211 634
Municipal Disaster Refief Grant - 178 650

117 999 828 94 046 284

Capital grants

Integrated National Electrification Programme 8 548 000 7 814 040
Energy Efficiency and Demand Side Management 3600000 -
Municipal Infrastructure Grant 25443778 23329696
Municipal Water Infrastructure Grant 36994 682 35209 373

74 586 460 66 353109
192 536 288 160 399 393

Equitable Share

The Equitable Share is the unconditional share of the revenue raised nationally and is allocated in terms of S214 of the
Constitution (Act 108 of 19986) to the to the municipality by the National Treasury. In terms of the canstitution, this grant is used
to subsidise the provision of basic services to indigent community members.

Integrated National Electrification Programrﬁe

Balance unspent at beginning of year 6903 978 8718020

Currant-year receipts 8 548 000 6 000 000
Conditions met - transfarred fo revenue (8 548 000) (7 814 042)
Other adjustment (6 903 978) -

- 6 903 978

Conditions still to be met - remain liabilities (see note 16 - Unspent conditional grants and receipis)

The purpose of this grant is to facilitate the planning, finding and Implementation of national electrification projects and all
related bulk infrastructure.

Municipal Water Infrastructure Grant

Balance unspent at beginning of year 12 362 508 2 571 881
Currant-year receipts 47 475000 45000 000
Conditions met - transferred to revenue (36 094 682) (35 209 373)
Other adjusimeant (4476 719) -

18 366 107 12 362 508

Conditions still to be met - remain liabilities (see note 16 - Unspent conditional grants and receipts).

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

The conditions of the grant are as follows:
Appointment of an appropriately skilled municipal manager and CFO.
Appointment of at least two interns for the purpose of building future financial management capacity. ;

Council resalution committing council to reforms.
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26. Government grants and subsidies (continued)

Expanded Public Works Programme Integrated Grant for Municipalities

Current-year receipts 1 060 000 1 046 000
Conditions met - transferred to revenue ' (1060 000) (1046 000)

Gonditicns still to ke met - remain liabilities (see note 16 - Unspent conditional grants and receipts).

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

Local Government Financial Management Grant

Current-year receipts 1700 000 1 700 000
Conditions met - transferred to revenue (1700000) (1700 000)

Conditions still to be met - remain liabilities (sea note 16 - Unspent conditional grants and raceipts).

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 environment, through effective policies,
integrated planning, strategies, knowledge based and procedures.

Municipal Infrastructure Grant

Balance unspent at beginning of year 2 581 304 -
Current-year receipts 25 444 000 25911000
Conditicns met - fransferred to revenue (25 443 778) (23 329 696)
QOther adjusiment (2 581 304) -

222 2581304

Conditions still to be met - remain liabilities (see nots 16 - Unspent conditional grants and receipts).

The municipal infrastructure grants complement the equitable share grants for local government; however, it is provided
conditionally to municipalities.

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

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

Maximising economic benefits: The programme will be managed to ensure that the local economic spin-offs through providing
infrastructure are maximised. o ’

Equity in all the allocation and use of funds: The mechanism for distributing funds must provide for equitable access to such
furds by the poor to make uniform prograss in closing the infrastructure gap.

Municipal Disaster Relief Grant

Balance unspent at beginning of year (650) -
Current-year receipis - 179 000
Conditions met - transferred to revenus - (179 000}
Other - (650)

(650) (650)

Conditions still to be met - remain liabilities (see note 16 - Unspent conditional grants and receipts).
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26. Government grants and subsidies {continued)

The purpose of the grant is to assist the municipality in responding and implementing measures to prevent the apread of
Covid-19.

Energy Efficiency and Demand Side Management

Curreni-year receipts 3600 000 -
Conditions met - transferrad to revenue (3 600 0C0) -

Conditions still to be met - remain liabiiities (see note 18).
Provide explanations of conditions still to be met and other relevant information,

The purpose of the grant is to assist the municipality fo improve efficiency in a most cost effective, least poliuting and readily
available energy source.,

97. Fines, penaities and forfeiis

Municipal Traffic Fines 16 060 800 6 565 250
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28. Employee related costs
Acting allowances 352 275 744 670
Bargaining council 43 202 42 000
Basic ' 81341842 78 544 685
Bonus 6 069 399 6 256 468
Car allowance 10171 456 0 482 441
Cellphone allowance 1 865 739 2 059 185
Current service cost 2 505000 2 266 000
Fire allowance 2100 26 550
Housing benefits and allowances 401 235 376 289
Leave pay provision charge 5634 425 4 262 308
Long-service awards 121 963 340 756
Wedical aid - company contributions 8128 647 7 069 478
Qvertime paymenis 14 079 644 13 340 267
Post employment benefits 15 946 146 15 318 879
Skills development levy 1007 141 663 753
Unempiloyment insurance fund 659 775 662 674
148 329989 141 456 383
Remuneration of Municipal Manager: S.M. Makhubela
Annual Remuneration 505 545 804 282
Car Allowance 202 216 317 316
Performance Bonuses ) - 186 117
Cantributions to UIF, Medical and Pension Funds 101 109 -
Cellphone Alicwance 24 500 42 000
833370 1349715
Remuneration of Chief Financial Officer: R.M. Marutha
Annual Remuneration 551514 530 313
Car Allowance 223608 215928
Performance Bonuses - 121 524
Contributions to UIF, Medical and Pension Funds 119 325 36 000
Cellphone Allowance 36000 -
930 447 903 765
Remuneration of Corporate Services Manager: J.B. Selapyane
Annual Remuneration 589 180 574 539
Car Allowance 255 552 248772
Performance Bonuses - 174073
Contributions to UIF, Medical and Pension Funds 173 514 36 000
Cellphone Allowance 36 000 -
Other Allowances (Acting Allowancsas Municipal Manager) 121 470 -
1185726 1031384
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23. Empioyee related costs {continued)
Remuneration of Technical Services Manager: H.B. Maswanganyi
Annual Remuneration 603933 584 1458
Car Allowance 255 552 246772
Performance Bonuses - 162 038
Contributions to UIF, Medical and Pension Funds 162 732 36 000
Cellphene Allowance : 36 000 -
1 058 217 1 028 955
Remuneration of Planning and Economic Development Manager: T.B Mnisi
Annual Remuneration 559 029 547 394
Car Allowance 223 812 215 930
Performance Bonuses - 117 410
Contributions to UIF, Medical and Pension Funds 111 806 36 0c0
Celiphons Aliowance 38 000 -
930 647 916 734
Remuneration of Manager for Social Department: M.A. Serote
Annual Remuneration 568 500 49 674
Car Aliowance . 223 500 19 538
Contributions to UIF, Medical and Pension Funds 102 330 9 239
Cellphone Allowance 36 000 3000
Acting Allowance - 16 368
930 330 97 819
Remuneration of Manager Strategic Support: T.J. Mothapo
Annual Remuneration 611 742 -
Car Allowance 252 924 -
Contributions to UIF, Medical and Pension Funds 157 5680 -
Celiphone Allowance 36 Q00 -
Acting Allowance 48 744 -
1107 970 -
Remuneration of Deputy Chief Financial Officer:
Annual Remuneration . 253 215 585 422
Car Allowance 104 625 221 442
Contributions to UIF, Medical and Pension Funds 60 663 442 584
Cellphone Allowances 15 000 23988
433 503 973 436
29. Remuneration of councillors
Executive Mayor 905 255 912 986
Executive Councillors 1 092 259 4171513
Spesker : 733088 767 802
Maycral Committee Members 4 087 900 1128 1580
Chief Whip 690 046 710 851
7 508 552 7691102
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2¢. Remuneration of councillors (continued)
Executive Mayor: M.J. Ngobeni
Remuneration 514 830 528 770
Cellphane aliowance 44 400 44 400
Car allowance 215219 208 320
Contributions to SDL., medical and pension funds 138 951 131 487
911 400 912 987
Spealer: R.Z. Moeletsi
Remuneration 551 352 584 928
Cellphone allowance 44 400 44 400
Car aliowance- - 1825
Contributions to SDL, medical and pension funds 142 197 136 849
737 949 767 802
Chief Whip: RiLH. Ledwaba
Remuneration 421 068 444 225
Cellphone allowance 44 400 44 400
Car allowance 161 418 166 242
Contributions to SDL, medical and pension funds 67 673 65 785
694 5539 710 652
Mayoral Commitiee Member: §.E. Maluleka
Remuneration 375273 403 197
Cellphone sgllowance 44 400 44 400
Car allowance 161 410 166 242
Contributions to SDL, medical and pension funds 114 472 100 910
695 555 713 749
Mayoral Committee fMiember: M.N. Ras
Remuneration 313211 321 948
Cellphone allowance 44 400 44 400
Contributions to SDL, medical and pension funds 49 458 48 053
407 069 414 402
Councillor: P.M. Aphane
Remuneration 186 636. 198 586
Cellphone allowance 44 400 44 400
Car allowance 87 402 84 608
Contributions to SDL, medical and pension funds 78133 74 188
396 571 401 782
Councillor: F.S. Hlungwane
Remuneration 145 560 151 468
Cellphone sllowance 44 400 44 400
Car allowanca 68 107 65 922
Contributions to SDL, medical and pension funds 60 752 58 079
318 819 319 869
Councillor: M.J. Makhubela
Remuneration 155 016 173330
Cellphone allowance 44 400 44 400
Car allowance &8 108 85 922
Cantributions to SDL, medical and pensian funds 51270 35122
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2¢. Remuneration of councillors {continued)
318 794 318774
Councillor: Y.M.S. Malete
Remuneration 195 882 205234
Cellphons allowance 87 408 44 400
Car allowance 44 400 84 608
Contributions to medical and pension funds 68 905 67 749
396 595 401 991
Councillor: B.T. Maname
Remuneration 204 282 208 576
Cellphone allowance 44 400 44 400
Contributions to medical and pension funds 70343 67 269
319025 320 245
Councillor: T.R. Masemola
Remuneration 94 773 166 490
Cellphone allowance 25800 44 400
Car allowance 39732 65 922
Contributions to medicat and pension funds 24 008 42 438
184 411 319 250
Councillor: L.R. Modimola
Ramuneration 228 012 231 908
Cellphone allowance A4 400 A4 400
Car allowance 87 404 84 607
Contributions to medical and pensiaen funds 36 646 35 576
396 462 396 491
Councillor: A.R. Mosweou
Remuneration 152 838 158 096
Cellphone allowance 44 400 44 400
Car aliowance 68 111 65 922
Contributions to medical and pension funds 53 451 51195
318 800 319613
councillor: K.L. Mothokwa
Remuneratien 140 076 146 314
Cellphone allowance £4 400 44 400
Car allowance 68 112 65 922
Contributions to medical and pension funds 66 255 63 318
318 843 319 954
Councillor: 5.D. Seale
Remuneraticn 236 896 238 034
Celiphcne allowance 44 400 44 400
Coniributions to medical and pension funds 37 407 36 280
318 703 318724
Councillor: M.D. Senosha
Remuneration 179 425 181 165
Celiphone allowance 44 400 44 400
Car sliowance 68 107 65 922
Cantributicns ta medical and pension funds 28 555 27726

€9




Bela Bela Local Municipality
(Registration number LIM 366)
Annual Financial Statements for the year ended 30 June 2021

Figures in Rand 2021 2020

29. Remuneration of councillors (continued)

320 487 319 213
Counciltor: M.A. Shika
Remuneration 228 012 250 910
Cellphone allowance 44 400 44 400
Car allowance 87 404 84 608
Contributions to medical and pension funds 36 6446 35 691
396 462 415 609
Councillor: M.J.L Kruger
Remuneration 53224 -
Cellphone allowance 14 800 -
Car allowance 22704 -
Contributicns to medical and pension funds 8 576 -
106 304 -
30. Depreclation and amortisation
Property, plant and equipment 36071158 30 114 423
intangibie assets 138 1186 318 036

36209274 30 432459

31. Finance costs

Overdue accounts ' 704 911 5 447 950
Land fill site 3912 827 4210 354
Other interest paid 5620000 4 516 351

10537 838 14 173655

32. Debt impairment

Debt impairment allowance - consumer debtors 26 951 787 20 470 623
Debt impairment allowance - traffic fines 9972096 {12 507 532)
Bad debts written off 31 458602 20474 379

68 382 485 28 437 470

33. Fair value adjustments

Investment property (Fair value model) - (5686 711)
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34. Bulk purchases

Electricity 98 910 251 98 526 135
Water 17 741 097 15 179 147
116 651 348 111 705 282

Electricity losses

Technical lasses occur when power dissipates in the transmission lines an
Contributing factors to these losses are: system fallures, unbalanced lcadin
deteriorating infrastruciure. Nori
theft meter tampering, meter bypass, illegal connections, un

\Water losses

Technical losses accur when water is lost in the reticulation lines a
to these losses are :system failures, unbalanced networks, high
technical losses on water are due to consumers or personnel actions.
meter bypass, ilegal connections, na billing, unpaid bills, consumer NoN-
to repair reported leakages.

~technical losses are due to consumers or pe

9.

d transformers due to electrical resistance.
overloading, fow voltage, foad shedding and
rsannel actions. Contributing factors are. powser
paid bills, consumer non-payment and fauity meters.

nd In treatment plants due io backwash. Contributing factors
pressure, pipe bursts and deteriorating infrastructure. Non-
Contribufing factors are: water theft, meter tampering,
payment and faulty meters and the delay by operators

Electricity losses
Number Number
2021 2020

Units purchased 84 156 078 86 965 595 150 342 028 68 647 742
Units soid (72 202 589) (75 128 255} {128 987 536) (59 303 740)
Total loss 11 953 479 11 837 340 21 354 492 9 344 002
Comprising of:

Technical losses 1185 348 1483734 2 135 449 934 440
Nan-technical losses 10758131 10 653 606 19 219 043 8 409 562
Total 11 953 479 11 837 340 21 354 492 9 344 002
Percentage Loss:

Technical losses 10 % 10 %
Non-technical losses 4% 4 %
Total 14 % 14 %
\Water losses

Number Number
2021 2020

Units purchased 32839810 3082678 30 433 618 28 777 455
Units sold (2 363 925) (2 429 785) (21 840758) (23518 Q70)
Total 4 839 970 1 305 786 8 592 863 6 259 385
CGomprising of:

Technical losses 137 998 97 934 1274988 847 910
Non-technical losses 781 987 554 959 7 317 875 5311475
Total 4 839 970 1 305 786 8 592 863 6 259 385
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35. Contracted services
Outsourced Services
Debt Collectors and Tracers - 323 690
Catering Services - 17 709
Security Services 8831472 9 756 093
Traffic Fines Management 629 585 265 284
Consultants and Professional Services .
Business and Advisory 7 166 609 5703 600
Legal Cost 2 935 647 6 274 028
Contractors
Aerial Photography 153 033 -
Catefing Services 22190 145 210
Maintenance of Municipal Vehicles 1 045 947 1983 332
Maintenance of Equipment 1552 397 818 938
Maintenance of Unspecified Assats 15 999 895 2 300 304
38 336 785 27 588 188
36. General expenses
Advertising 219 341 261 389
Auditors remunaraticn 5718 492 5 300 598
Bank charges 1463 973 1081104
Cleaning 597 394 377 231
Commission paid 3299 654 3038330
Hire 4 795 508 13 345 834
Insurance 925010 1488 484
IT expenses 5535 947 6 260 006
Fuel and oil 2 186 578 3194 939
Postage and courier 5735 g4 068
Printing and staticnery 297 960 301 730
Protective clothing 2 049 835 2219771
Repairs and maintenance 5834178 9984 613
Subscriptions and membership fees 2 201 657 496 126
Telephone and fax 2179 224 4199705
Training - 28 665
Travel - lacal 317 288 225096
Community cutreach programme - 25 200
Chemicals - 13 852
Internal audit 564 695 208 432
Capacity huilding 167 739 550618
Other expenses 392 112 270636
38752418 52 976 427
37. Auditors' remuneration
Fees 5718 492 5 300 598
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38, Cash generated from operations
Surplus 41402 983 32 462 982
Adjustments for:
Depreciation 36 208 274 30 114 423
Amartisation - 318 036
Fair value adjustments - 5696 711
Interest income (13 058 328) -
Debt impairment 68 382 485 28 437 470
Loss on disposal of PPE 289 543 30778
Movements in retirement benefit assets and liabilities 6 704 000 8 343 810
Movements in provisions 7 971 433 -
Finance cost - Rehabilitation pravision 10 686 930 4 210 354
Increase in leave and performance tonus accrual - 502 485
Changes in working capital:
Inventories 92 945 (60 015)
Receivables from exchange transactions (66 351 070) (4 067 477)
Receivables from non-exchange fransactions - {30003 754)
Statutory receivables (2 579 126) -
Agraemenis (34 270) 391793
Recelvables from non-exchange transactions (318 818) (332 249)
Unknown deposit - 993 836
Payahles from exchange transactions (10 919 081) {19 898 044)
VAT 4735 258 1635 377
Unspent conditional grants and recaipis (3481 460) 106567 240
Consumer deposits 349 833 245083
Prior year adjustments’ (11879 871) (12 720129)
68 182 450 56 858 701
39. Financial instruments disclosure
Categories of financial instruments
2021
Financial assets
At amortised Total
cost
Agreements 426 970 426 970
Trade and other receivables from exchange transactions 21 158 511 21158 511
Cash and cash equivalents 11 386 169 11 388 188
32 971 650 32971650
Financial liabilities
At amaortised Total
cost )
Consumer deposits 6 373 400 6373 400
Trade and other payables from exchange transactions 148 396 {03 148 396 103
Unspent conditional grants and receipts 18 365 318 18 365318
173134821 173134821
2020
Financial assets
At amortised Total
cost
Agresments 382 701 392 701
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39. Financial insfruments disclosure {continued)
Cash and cash equivalents 10201964 10201 964
Trade and other receivables from exchange transactions 23772 119 23772119
34 366 784 . 34 366 784
Financial liabilities
At amortised Total
cost

Consumer deposits 6023767 6 023 767
Trade and other payahbles from exchange transactions 153687 912 153 687 812
Unspent conditional grants and recaipts 21874 140 21 874 140

181 585819 181 535819
40. Commitments
Authorised capital expenditure
Already contracted for but not provided for
s Property, plant and equipment 34 195 547 28 144 225
Not yet contracted for and authorised by accounting officer
o Property, plant and equipment 192 125 516 226 037 200
Total capital commitments
Already contracted for but not provided for 34195 547 28144 225
Not yet coniracted for and authorised by accounting officer 192 125516 226 037 200

226 321 063 254 181 425
Total commitments
Total commitments
Authorised capital expenditure 226321 063 254 181 425

This commitied expenditure relates to plant and equipment as required by GRAP 19 and will be financed by available bank

faciiities, accumulated surpluses, existing cash resources, funds intemally generated etc.

The municipality owns properties that are leased out to employees for the period not exceeding 12 months. The municipality
leases land to various entities for the pUrposes of farming and netwaork equipment transmission. Lease periads range from

five to ten years.
Operating leases -as lessee (expense)

Minimum lease payments due
- within one year

262 267

1583104

Operating lease paymenis rapresent rentals payable by the municipality for certain of its office properties. No contingent rent is

payable.

Nashua - The municipality leased printers from Nashua for a period &f 36 months, effective from 24 July 2014, There were no

defaults or breaches and no terms or condition were negetiated during the reporting period.
Fedelity Cash Solutions - The municipality has a lease with Fedelity Cash Solutions for a

period.

period of 36 months, effactive from

1 August 2017. There were no defaults or braaches and no terms or conditions were renegotiated during the reporting
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41. Contingencies

Malebye Business Enterprises CC tla Malebye Petroleum // NTK Limpopo Agric Limited and 5 Others
Nature of the matter - Civil application

On 12 July 2018, the Municipality was sarved with an application by Malebye Business Enterprises CG for the High Court in
Polokwane to grant an order directing NTK Limpepo Agric Limited to cease all retailing activities on their property situated at
Pienaarsrivier in the ordinary course of evenis. They further requested the municipality to provide them with a report setting out
the legisiative framework for issuing of approval of building plans, zoning requirements, compliance with servitudes amongst
others.

Their contention is that the municipality in approving the building plans did not comply with the town planning schema and the
title conditions applicable to the property. That the municipality did not properly consider the restrictive titte condition, the fuel
tanks that had to be placed underground nar 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 centrol officers are cited as the seventh
and ninth respondent in the pracesdings.

The municipaiity 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 natice of exception against Malebye Business Enterprises CC, the said
exception has been set down for hearing on August 2019. Our Attorneys will attend to hear the outcome.Status 2020: The
municipality has filed reasons for the approval and awaits the applicant to take the matter further.

Status 2021; In this matter, the applicant applied to the Polokwana High Court for a review of the Municipality's decisién to
approve the building plans of Total garage. The applicant is also operating a fuel station and argues that the approval of the
puilding plans was illegal as it inter alia resulted in his business running at a loss. We confirm that there is no monetary claimed
and that the estimated amount only relates to potential legal fees.

Claimed amount; No monetary claim.Estimated potential expenditure on fees: R800 000,

Mkwakwafl.ebelo/Bela Bela Local Municipality

Nature of the matter; Civil-Application

Matter is Ins the magistrate court of Bela Befa in relation to eviction proceedings over erf (1185 & 1186) and rectification process.
underway/hearing was set down for 40 June 2020 and postponed since pending outcome of high court matter,

Status 2020: Matter is in progress. Status repart was provided to the court and copied to client. Rectification was underway
uniil halted by lockdown and high court application brought by Lebelo against the municipality.

Status 2024 Matter postponed since die. Awaiting legal Aid Board to sit on the maitar.

Estimated potential expenditure on fees: R200 000 plus cost of replacement house in the event of offer from the municipality.
Lebelo/Bela Bela Local Municipality/Makwakwa

Naﬁure of the matter; Civi-Applicaticn |

Matter is in the Pclokwane high court in relation to an application for interdict against the municipality to halt the rectification
process over rf (1185 & 1186). Matter is set down for hearing on 4 August 2020.

Status 2020: Claim amount: No monetary claim

Status 2021: Matter postponed since die. Awaiting legal Aid Board to sit on the matter.
Estimated petential expenditure on fees: R350 000

Fidelis Motau & Others

Nature of the matter: Civil-Interdict
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41, Contingencles (continued)

On 8 May 2020, the municipality obtained an interim court order against Fidelis Motau and 3 others for inter alia, their
interierenca with the operations of the municipality. :

Status 2020; The matier has been postponed on two occasions to allow the respondents an opportunity to abtain legal
representation. The matier has peen postponed to 30 September 2020.

Status 2021 Theres is no monetary value against the municipality other than legal fees,
Clairm amount: No monetary claim.

Estimated potential expenditure on fees: R450 000 limited to legal costs.

lllegal Land Grabbers of various Municipal Lands

Nature of the matter: Civikinterdict

On 26 June 2020, the municipality obtained an interim court order against various fand grabbers at the Masakahane, Extension
7, Hetbad and Roodapoort properties.

Status 2020: The matter has been postponed to allow the respondents an cpportunity to obtain legal representation. The
respondents have obtained legal representation to oppose tha matter. The matter has been postponed to 18 September 2020
to enable the municipality ta file a responding affidavit.

Status 2021; Theras is no menetary value against the municipality other than legal fees.

Ciaim amount; No monetary claim

Estimated patential expenditure on fees: R250 000 limited to legal costs

Nakevi Abel Makgato//Bela Bela Municipality

Mature of the matter: On 17 August 2020, Summens were issued against the Municipality by the Plentiff for alleged damages
sustained to his vehicle as a resuit of a pothole.

Status 2021: We confirm that pleadings have closad herein and a pre-trial conference has been set down for 6 August 2021,
where after we shall cbtain a trial date.

Estimated potential expenditure on fees: R250 000 limited to legal costs.
Dr Camillius Monulu/iBela Bela Municpality

Nature of the matter: On 14 February 2021, Summons were issued against the Municipality by the Plaintiff for alleged damages
susiained to his vehicle as a result of a pothole.

Status 2021: The pleadings have clesed herein and the parties are in the process of exploring settlement prospects. We aré of
the view that the matter will be settled.

Estimated potential expenditure on fees: R250 000 limited fo legal costs.
Aurecon SA (Pty) Ltd/ Bela Bela Local Muncipality - Ref: Mahowa/KK/BLB-002

Nature of the matter; Bela Bela Local Muncipality is sued by Aurecon SA (Pty) Ltd for professional cansuliancy engineering
services on the project known as Bela Beia pave Bus route- Rapotokwane. The matter is defended in the High Court but the
praceedings are stayed in order to claim refund Bela Bela Muncipality paid as security for a boroweed pit utifized for the said
project from the Department of Minerals and energy (DME). We are in the process of obatining a closure certificate for the
rehabilitation of the borrowed pit from the DME oin order to claim the refund.

Status 20210 The management estimate of the financial exposure at this stage which is including legal costs and
disbursements. The muncipality runs a sisk of civil fitigation proceeding, if the DME refuses to refund the rehabuilitation of the
borrwoed pit.
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41. Contingencies {continued)

Estimated potential expenditure on fees: R 858 125 limited to legal costs.

Masale Merium Morudu/Bela Bela Municipality - Ref:Mahowa/KK/BLB-004

Nature of the matter: Masale Merium Morudu brought an application in the High Court for an order of a contempt of court crder
dated 9 Decemper 2014. The matter is opposed and was removed fram the roll an the 18th of january 2021 by Masale Merium
Morudu's legal representative to affard Bela Bela Municplaity time to comply with the court order by transefering two partions aof
stands bought by Ms morudu from Bela bela munciplaity.

Status 2021¢ The financial exposure at this stage can be estimated for legal costs including disbursements. The Muncipality
ruins the risk of the application being reinstated, if the transfer does not take place.

Estimated potential expenditure on fees: R 300 000 limited to legal costs.
Joao Manuei P Jorge/Bela Bela Local Municipality

Nature of the matter: Bela Bela Local Muncipality is sued by Joao manuel P joprge for a collision caused as a resuit of large
pothole situated on the road R101. The action is defended in the Magistrate's Court and a plea was served and filled.

Status 2021: The management 's estiumate of financial exposure at this stage is legal costs inlcuding disbursements.
Pleadings have not closed and we are hoping for the action to be withdrawn against the Municip(ality, given the poinis of law
that we raised in our plea.

Estimated potential expenditure on fees: R 226 993 limited to legal costs

Nakevi Abel Makgato : Civil- Damages Claim

Summary of facts: On 17 August 2020 Plaintlff issued summans in the local magistrate court claiming payment in the sum of
RE2 683.50. He alleges that he collided with a pothole that was situated at or near R101 Business Park, Potgieter Road.

Status 2021: The Municipality's attorneys have entared an appearance to defend as well as to served and filed our plea. We
are waiting for the ather side to take further steps herein as we have denied that the said road belongs to and is the
Municipality.

Amount Claimed: R52 683.50,

Camillus Chiedozile Monulu : Civil- Damages Claim

Summary of facts: On 11 February 2021 summans were issued against the Municipality. This is a damages claim brought
under the law of subornation by the insurers of Mr Monulo as a result of an alleged callision with a octhole in Luna Street close
to the church. The Plaintiff claims that he suffered damages in the amount of R12 139.55.

Status 2021: The pleadings have closed and the parties are in the process of exploring settlement prospects as the matter can
passibly be settfed in light of the amount claimed.

Amount Claimed: R12 139.85.
Joao Manuel P Jorge : Civil- damages Claim

Summary of facts: On 10 May 2021 summons were issued against the Municipality. The claim is an amount of R146 993.00 is
in relation to a collision with a pothole that occurred on 3 January 2019 on the R101, betwesn Bela-Bela and Pienaarstivier

Status 2021: The action is defended in the Magistrate’s court and the plea was served and filed.

Amount Claimed: R146 893.00.

Aurecon South Africa (Pty) Ltd : Civil-claim in relation to professional fees

Summary of facts: On 05 August 2020 summons wers issued against the Municipality. The claim Is an amount of R309 125.01

which is in relation to the appointment of the Plaintiff to render cartain professional cansultancy engineering services on the
project known as Bela-Bela Pave Bus Route- Rapotokwane (MIGALP/2128/R,ST/6/18).
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41. Contingencies {continued)

Status 2021: The matter is being defended in the High Court but the proceedings are stayed in order fo claim refund the
Municipality paid as security for a boroweed pit utilized for the sain project from the Department of Minerals and Energy (PME)

Amount Claimed:; R509 125.01
Contingent assets

Contigent assefs are a possible asset that arises from past events, and those in existence wilt be confirmed only or nan-
accurrence of one or more uncertain future events not wholly within the control of the Municipality,

There are currently no contigent assats noted in the year under review..

42. Related parties

Relationships

Members of key management The municipality does not have related party
transactions for the 2021 financial year Refer to note
27 and 28

43. Comparative figures

Certain comparative figures have been restated, refer to note 51 - Prior-year adjustments for the detail.

44, Risk management

Financlal risk management

The municipality's activities expose it to a variety of financial risks: market risk {including currency risk, fair value interest rate
risk, cash flow interest rate risk and price risk), credit risk and liquidity risk.

Liquidity risk

The municipality’s risk to liquidity Is a result of the funds available to cover futurs commitments. The municipality manages
liquidity risk through an ongaing review of future commitments and credit facilities.

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored.

There was na change in the municipality's risk profile or risk policies.

The table below analyses the municipality's fnancial llabilities Into relevant maturity groupings based on the remaining period
at the statement of financial position to the contractual maturity date. The amounts disclosed in the table are the ceniractual
undiscaunted cash flows. Balances due within 12 months equal thelr carrying balances as the impact of discounting is nat
significant. ’

At 30 June 2021 lessthan 1 Between 1 and Between 2 and Over 5 years

. year 2 years 5 years
Consument deposits 6 373 400 - - -
Trade and other payables : 155 132 082 - c - -
Unspent conditional grants and receipts 18 365 608 - - -
At 30 June 2020 Less than 1 Between 1 and Beiween 2 and Over 5 years
year 2 years 5 years ’
Consumer deposits 6 023 767 - - -
Trade and other payables 155 384 228 - - -
Unspent conditional grants and receipts 21 847 140 - - -

78




Bela Bela Local Municipality
(Registration nurmber LIM 366)
Annual Financial Statements for the year ended 30 June 2021

Figures in Rand 2021 2020

44. Risk management (continued)
Credit risk

Credit risk consists mainly of cash deposits, cash equivalents,and receivables. The municipality anly deposits cash with major
banks with high quality credit standing and limits exposure to any ane counter-party.

Trade receivables cemprise a widespread customer base. Management evaluated credit risk relating to customers on an )
ongoing basis. If customers are independently rated, these ratings are used. The calculations and scering used when’
compieting the Type Risk Payment report, for consumer debtors are based on accounts aging, account status and account
type. This assist the municipality to calculate the payment risk.

There was ne change in the municipalitys risk profile or risk policies

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

Financial instrument 2021 2020
Agreements 426 970 392 701
Cash and cash equivalents 12 516 771 10 201 964
Receivables from exchange transactions 21 158 511 23 189 926
Market risk

Interest rate risk

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

45. Going concern

The annuai financial staiements have been prepared on the basis of accounting policies applicable to a going concem. This
basis presumes that funds will be available to finance future operations and that the realisation of assets and setilement of
liabilities, cantingent abligations and commitments will aceur in the ordinary course of business.

46. Events after the reporting date

No events having implications requiring disclosure ocourred subsequent to 30 June 2021,

47. Unauthorised expenditure

Opening balance as previausly reporied 44 369 261 14 380 807
Opening balance as restated 44 369 261 14 380 807
Add: Expenditure identified - current pericd 70995 531 20 988 454
Closing balance 115 364 792 44 369 261

Assessment as required by Circular 88 was conducted hetween the approved budget and the actual spent relating to vote
structure (departmental functions). It was identified that the employee related cost budget was not property allocated per
depariment on the financial system when compared to budget {ables. This resulied in material tnautharised expenditure per. -
vote or per department, As a rasuit the overall unauthorised expenditure of R70 995 531 was added during the current year.

48. Fruitless and wasteful expenditure

Opening balance as previously reperted ' 9 141 537 3822 678
Opening balance as restated 9141 537 3822678
Add: Expenditure identified - current period 834 003 5318 859
Closing balance 9 975 540 9141 537

The current year fruitless and wasteful expenditure amounting to R 2 975 540 is largely impacted by interest on late payment of
Eskom invoices, Magalies Water invoices and interest on late payment on VAT,
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48. Fruitless and wasteful expenditure (continued)
The classification, validation and recoverability of all fruitiess and wasteful expenditure was submiited to council in terms of
section 32 of the MFMA for determination. The said submission was routed to by council for further investigaticn which is still
ongoing.

49. lrregular expendifure

Qpening balance as previously reported 48 6C0 206 -
Opening balance as restated 48 600 206 -
Add: Irregular Expenditure - current 14445304 33345382
Add: Irregular Expenditura - prior period - 15254 824
Closing halance 63 048 510 48 600 206

Details of irragular expenditure incurred

Included i the currant year irregular expenditure is an amount of R15 254 824 which relate to the 2019 audit outcome . The
reported irregular expendture of 2019/20 financial year of R18 406 185 which relate to which continuing contracts which were
found to be in contravention of the Municipality's Supply Chain Management Pclicy during the 2018 financial year audit.

The nature of the irregular expenditure as required by the SCM regulation is as follows:

Tender process where certain qualifying bidders were disqualified 16365722 § 264 046
Mot evaluated in terms of PPPFA 3421613 4 194 762
As a result of not following Section 32 of MSCR 985 894 858 000
Tenders that contravened the SCM regutation by not including if tenders were for a panel of 8 424 975 4089 378
service providers on the advert

Funds aflocated to unspent conditional grant used far other payments - 14 939 196

i4 448 304 33 345 382

Disciplinary steps taken

The classification, validaiion and recoverability of all irregular expenditure was submitted to coundil in terms of section 32 of the
MFEMA for determination. The said submission was routed to by council for further investigation which is still ongoing.

£0. Additional disclosure in terms of Municipal Finance Management Act

Contributiens to organised local government

Gurrent year subscription / fee 1513 869 1472 080
Amount paid - current year - {1 472 080)

1513 869 -

Material losses through criminal conduct

Opening balance as praviously reported 2 997 932 2963 198
Add: Losses identified - current peried ) - 432 863
Less: Amoaunts recovered - current - (398 129)

2997 932 2997 932

The material losses is debit orders which went fraudulently through the bank account. Sea note 36 far disclosure.

Investigation is still on-going and no amounts were written off in the current year.
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50. Additional disclosure in terms of Municipal Finance Management Act (continued)

Audit fees

Opening balance 9 348 855 3 144 982

Current year fee - 2 623 552

Amaunt paid - current year {3624 803) {2623 552)

Amount paid - previous years - (3 144 982)
5724 052 -

PAYE and UIF

Opening balance 1649 692 2628 474

Current year fee 22 055 554 20 962 115

Amount paid - currant year {20 27¢ 621) {19 312 423)

Amount paid - previous years {1649692) (2628474)
1775933 1649 692

Pension and Medical Aid Deductions

Opening balance 2946 759 3 448 747

Current year fee 36 308 699 34 638 117

Amount paid - current year (33 287 110) (31 691 358)

Amount paid - previcus years (2946 758) (3 448 747)
3021 589 2 946 759

VAT

VAT receivable 3173 941 7 909 198

All VAT returns have been submitied by the due date throughout the year,
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50. Additional disclosure in terms of Munieipal Finance Management Act {(continued)
Councillors® arrear consumer accounts

The following Councillars had arrear accounis outstanding for more than 90 days at 30 June 2021:

30 June 2021 Ouistanding  Qutstanding Total
less than 80 more than 80
days days
Clir, Ledwaba MH 2097 - 2 097
Cllr. Makhubela MJ 1265 2710 3975
Clir. Maiete YMS 1 93C 1293 3223
Cllr. Maluleka SE 1 853 11 1964
Cllr. Moeletsi RZ 2017 42 552 44 562
9262 - 46 568 55 828
30 June 2020 Outsianding  Outstanding Total
less than 80 more than 90
days ~ days
Clir. Hlungwane FS 1457 - 1457
Clir. Ledwaba MH 606 - 608
Clir. Makhubela MJ 1402 - 1402
Cilr. Malete YMS 1749 - 1749
Clir, Maluleka SE 3040 - 3040
Clir. Masemala TR 2126 884 3010
Cllr. Moeletsi RZ 1003 - 1003
Clir. Mothokwa KL 404 - 404
Clir, Ngobeni MJ 562 - 562
Clir. Seale SD 1618 - 1618
ClIr. Sencsha MD 377 106 483
Clir. Shika MA 1128 - 1126
15 470 - 990 16 460
During the year the following Caungillors' had arrear accounts outsianding for more than 90 days.
30 June 2021 Highest Aging
outstanding {in days)
amaunt
Moeletsi R.Z 44 569 -
Makhubela M.J 3976 -
48 545 -
30 June 2020 Highest Aging
ouistanding (in days)
amount
Cllr. Mseza REMM 10 487 -
Clir. Maluleka Sk 3040 -
13527 -
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51. Deviation from supply chain management regulations

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

Paragraph 36 of the same gazeite states that the accounting officer may dispense with the official procurement process in
certain circumstances, provided that he records the reasons for any deviations and reparts them to the next masting of the
accounting officer and includes a note to the annual financial statsments.

Deviation from SCM regulation 5044 586 851 203

52. Segment information
General information
[dentification of segments

The municipality is organised and reports to management on the basis of three major functional areas: primary, secondary
and tertiary educational services. The segtments were organised around the type of service delivered and the target market.
Management uses these same segments for determining strategic objectives. Segmenis were aggregated for reparting

purposes.

Informaticn reported about these segments is used by management as a hasis far evaluating the segments' performances
and for making decisions about the allocation of resources. The disclosure of information about these segments is also
considerad appropriate for external reporting purposas.

53. Budget differences

Material differences between budget and actual amounts

E3.1 Sarvice charge - The municipality has been significantly been impacted by the Cavid-19 pandemic and subsquently
national lockdown dedlared during the national state of dizaster. The disruption has negatively impacted on service charges

income.
53.2 Sale of goods and rendering of sarvices - Lower collection due to due ta lockdown affecting the rendering of services,
533 Rentat of facilities and equipment - Lower collection due 1o due 1o lockdown affeciing the rendering of services.

53.4: Agency services and licence fees - During lock down there was suspension of licence renewals and limited access to
municipal offices.

53.5: Cemetery fees - Due to lockdown these services were suspended.
53.6: Commission received - The budget is included in the agency feas.
53.7: Demand charges - The municipality has been significantly been impacted by the Covid-19 pandemic and subsquently
national lockdown declared during the national state af disastar. The disruption has negatively impacted an service charges

incoma.

' 53.8 Interest received from investment - Due to signicaht drep in revenue racelved in the rendering of services the cash flow
declined. '

53.9: Property rates - The municipality has been significanily been impacted by the Covid-19 pandemic and subsquently
national lockdown declared during the national state of disaster, The distuption has negatively impacted on service charges
income.

53.10; Fine, penalties and forfelts - No budget aliocation
53.11: Finance cost - Variance relate 1o interast cost under employee henefit, landfill site, actuarial valuation and Eskom

charges for late payment. Higher spending is as a restilt of increased charges by Eskom for late payment in addition to
increased actuarial interest cost

83




Bela Bela Local Municipality
{Registration number LIM 36€)
. Annual Financial Statements for the year ended 30 June 2021

Figures in Rand 2021 2020

§3. Budget differences (continued)

53.12: Debt impairment - The variance is as a result of lower level of payment.

53.13; Bulk purchase - Electricity and water consumption reduced due fo Cavid-19

53.14.: Contracted service - Contracting was done for essantial services due to Cavid-19.

53.15: General expenses and other materials - Contracting was done for essential services due to Covid-19.
53.16: Loss on disposal of assets and liabilities - No budget provision

53.17: Actuarial gains/icsses - Variance relates to gainfioss on long sarvice award and employment henefit raised during the
actuarial valuation assessment conducted at year end.

53.18: Inventories - Water consufnption reduced due to Covid-19

53.19: Statutory receivables - Variance due to lower lavel of iraffic incoms.

53.20: VAT receivable - The payment levels reducad therefore the input and output VAT declined.

53.21: Agreements - Consumer did nat honour their agreements due to Cevid-19.

53.22: Receivables from non-exchange transactions - The municipality has been significantly been impacted by the Covid-19
pandemic and subsquently rational lockdown declared during the national state of disaster. The disrupiion has negatively

impacted on service charges income.

53.23: Cash and cash aquivalents - The municipality applied for roll over which was not approved and deducted from the
equitable share

53.24: Agreements - Consurmer did not honour their agreemenis due to Covid-19.
53.25: Payables from exchange transacticns - Covid-18 affected the level of payment.
53.26; Employee benefit obligation - Based an the actuarial assumptions at year end

53.27: Unspent conditional grants and receipts - Tha municipality appiied for roll over which was not approved and deducted
fram the equitable share.

53.28: Provisions - Based on the actuarial assumptions at year end.
53.29: Provisions - Based on the actuarial assumptions at year end.
54, Prior-year adjustments

Presented below are those items contained in the statement of financial position, statement of financial performance and cash
flow statement that have been aifected by prior-year adjustments:

Statement of financial position

2020
Note As previously Correction of
reported errar
Payahles from exchnage transaction (165631 907) (8 284 869)
Property, plant and eguipment 736 371 229 24 014 753
570739322 15729 884
Errors

The following prior period errors adjustments ocourred:
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&4. Prior-year adjustments (continued)
Error1

Errors were identified relating to payment made in advance which were subsequently reversed incorrectly during the
2019/2020 financial year.] )

Statement of financial position

Accumulated surplus - 8284 869
Payabies from exchange fransactions - {8 284 869)
Error 2

The 2019/2020 reported balances for moveables assets understated this is accounting for prior period of moveable assets

Statement of financial position

Cost Model Computer Equipment In-use Cost - 19 985

Transport Assets Owned and In-use Cost - 17520518

Transport Assets Owned and In-use Accumulated Depreciation - 7 421 825

Cost Model Computer Equipment:in-use Accumulated Dapreciation - (821)
Machinery and Equipment:In-use Accumuiated Depreciation - (718)
Accumuiated Surplus/Deficit: - {24 960 987)
Error 3

Correctian of construction work-in-progress opening balance error in crder to align to the fixed asset regisier,

Statement of financial position
Accumulated surplus - 919 235
Infrasiructure assets - (919 235) -

55. Finance lease obligation

Bela Bela Local Murnicipality leases vehicles from Bertobrile (Pty) Lid from 1 February 2018 for 3 years. The lease
instalmants are payable monthly in arrears in Ownership will pass to Bela Bela Local Municipality upon payment of the
residual value. '
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