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General information
Legal Form of Entity

Nature of Business and Principal Activities

Municipality

Medium Capacity, Category C, District Municipality

His Worship, Councillor Siduduzo Siegsried Gumede Mayor

Councillor Monitha Dolly Shandu
Councillor Sphesihle Basil Zulu

Councillor Sandeep Oudhram

Councillor Musawenkosi Aubrey Maphumulo
Councillor Aubrey Mtolo Baardman
Councillor Andrew Gopaul
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Councillor Angel Lindiwe Nzama
Counciilor Maureen Zola Mhlongo
Councilior Sibongile Florence Ntuli
Councillor Catherine Tholakele Khumalo
Councillor Makhosini Desmond Mpofu
Councilior Ntombenhle Cynthia Nene
Councillor Musawenkosi Simeon Ntuli
Councillor Madhum S Singh

Councillor innocent Ndumiso Vilakazi
Councillor Muzi Emmanuel! Ngidi
Councillor Innocentia Phumelele Dube
Councillor Radiwaath Singh

Councillor Thandeka Sinenhlanhla Ngidi
Councillor James Gabangani Van Whye
Councillor Thuthukani Raymond Ngema
Councilior Mamazane Veronica Shezi
Councillor Silindile Zondi

Councilior Jali Thalalisani Sabatha
Councillor Happiness Nonhlanhla Ngcobo
Councillor Mazwi Nhlakanipho Gwamanda
Councillor Sakhephi Mdumiseni Michael Diomo
Councillor Nyathikazi Siboniso Zaba
Councillor Malindi Virginia Mhlongo
Councillor Zungu Gloria Nompumelelo
Councillor Sithole David Mthokozisi

Grading of Local Authority
Auditors

Bankers

Deputy Mayor

Speaker

Member of the Executive Commitiee
Member of the Executive Committee
Member of the Executive Committee
Member of the Executive Committee
Member of the Executive Commitiee
Member

Member

Member

Member

Member

Member

Member

Member

Member

Member

Member

Member

Member

Member

Member

Member

Member

Member

Member

Member

Member

Member

Member

Member

Member

Four

The Auditor-General, South Africa

First National Bank

Resigned in January 2021
Deceased - 6 June 2021
Appointed 2 March 2021
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General information (continued)
llembe House
Physical address: llembe House
59/61 Mahatma Ghandhi Street

KWADUKUZA
4450

Postal address: .0 Box 1788
KWADUKUZA
4450

Telephone number: 032 437 9300
Fax number: 032 437 9584

E-mail address: admin@ilembe.gov.za




ILEMBE DISTRICT MUNICIPALITY

AUDITED ANNUAL FINANCIAL STATEMENTS
For the period ended 30 June 2021

Accounting Officer’s Statement

The Accounting Officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate accounting records and is responsible for the
content and integrity of the annual financial statements and related financial information included in this report. It is the responsibility of the Accounting Officer to
ensure that the annual financial statements fairly present the state of affairs of the municipality as at the end of the financial year and the results of its operations and
cash flows for the period then ended. The external auditors are engaged to express an independent opinion on the annual financial statements and was given
unrestricted access to all financial records and related data. The annual financial statements were prepared in accordance with Standards of Generally Recognised Ac-
counting Practice (GRAP) as well as relevant interpretations, guidelines and directives issued by the Accounting Standards Board.

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by reasonable and prudent judgements and
estimates. |, as the Accounting Officer (accounting authority), acknowledge that | am ultimately responsible for the system of internal financial control established by the
municipality and place considerable importance on maintaining a strong control environment. To enable me to meet these responsibilities, | have set standards for
internal control aimed at reducing the risk of error or deficit in a cost-effective manner. The standards include the proper delegation of responsibilities within a clearly
defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. These controls are monitored throughout
the municipality and all employees are required to maintain the highest ethical standards in ensuring the municipality's business is conducted in a manner that in all
reasonable circumstances is above reproach. The impact of covid-19 is has been with everyone since February and March 2020 and in this regard the environment is
continually changing by way of different alert levels. The risks associated with covid-19 has been incorporated in the Municipal risk register and is closely monitored
and updated. The unexpected economic unrest experienced in early July 2021 has also impacted on the operations in the first two weeks after the reporting period of
30 June 2021.The focus of risk management in the municipality is on identifying, assessing, managing and monitoring all known forms of risk across the municipality.
While operating risk cannot be fully eliminated, the municipality endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and ethical
behaviour are applied and managed within predetermined procedures and constraints | am of the opinion, based on the information and explanations given by
management that the system of internal control provides reasonable assurance that the financial records may be relied on for the preparation of the annual financial
statements. However, any system of internal financial controf can provide only reasonable, and not absolute, assurance against material misstatement or deficit. | have
reviewed the municipality’s cash flow forecast for the year to 30 June 2021 and, in the light of this review and the current financial position, | am satisfied that the
municipality has or has access to adequate resources to continue in operational existence for the foreseeable future. The annual financial statements are prepared on
the basis that the municipality is a going concern and that the ILembe District Municipality has neither the intention nor the need to liquidate or curtail materially the
scale of the municipality. Although, 1 am primarily responsible for the financial affairs of the municipality, this is supported by the municipality's external auditors.

| certify that the salaries, allowances and benefits of councillors as disclosed in note and to these annual financial statements are within the upper limits of the
framework envisaged in section 219 of the Constitution of the Republic of South Africa, read with the Remuneration of Public Office Bearers Act, Act 20 of 1998 and the
Minister of Provincial and Local G-overnment's determination in accordance with the Act.

va - Lo
It sos—

Accounting Officer Date: 30 June 2021
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ILEMBE DISTRICT MUNICIPALITY - DC29
AUDITED STATEMENT OF FINANCIAL POSITION
As at 30 June 2021

ASSETS

Current Assets

Cash and cash equivalents

Trade and other receivables from exchange transactions
Inventories

Total current assets

Non-current assets

Non-current receivables

Other non-current financial assets
Property, plant and equipment
Intangible assets

Heritage Assets

Total non-current assets

Total assets

LIABILITIES

Current liabilities

Trade and other payables from exchange transactions
Trade and other payables from non - exchange transactions
Current portion of borrowings

Current portion of finance lease liability

Current portion of financial liability:Umngeni Water CUC
Current portion of employee benefits

Total current current liabilities

Non-current liabilities

Non-current borrowings

Non-current finance lease liability

Non-current financial liabilities:Umngeni Water CUC
Employee benefits

Total non-current liabilities

Total liabilities

Net assets

Accumulated surplus

Total net assets

Note

o1 N

10
"

13
14
15
16.1

36

15
16.1
35
36

2021 2020
R R
Restated

203,034,987 226,356,371
163,162,892 148,463,517
10,888,684 10,533,659
377,086,563 385,353,547
1,080,517 608,281
100 100
2,727,280,368 2,630,340,733
6,254,388 4,229,101
205,578 205,578
2,734,821,450 2,635,383,792

3,111,908,013

3,020,737,339

183,995,695 251,956,544
2,216,844 40,854,569
7,006,397 5,042,476

18,710,298 14,446,227
6,526,523 6,526,523
2,893,000 1,465,136

221,348,757 320,291,474

26,177,543 33,183,941

14,284,493 24,495,098

64,721,351 71,791,751

15,212,000 13,968,222

120,395,387 143,439,011

341,744,144 463,730,486

2,770,163,869 2,557,006,853
2,770,163,869 2,557,006,853
2,770,163,869 2,557,006,853




ILEMBE DISTRICT MUNICIPALITY - DC29
AUDITED STATEMENT OF FINANCIAL PERFORMANCE

For the year ended 30 June 2021

Note
Revenue from exchange transactions
Service charges 17
Interest earned - external investments 19
Interest earned - outstanding receivables 20
Other income 22

Revenue from non exchange transactions

Fines and Penalties 22.1
Public contributions and donations 22.2
Transfer revenue

Government grants and subsidies 21
Total revenue

Expenses

Employee related costs 23
Remuneration of councillors 24
Doubtful Debts 2

Depreciation, impairment and amortisation 25

Finance costs 26
Bulk purchases 27
Contracted services 28
General expenses 29
Total expenses

(Loss) / Gain on sale of assets 29.2
Forex gain / (loss) 34.7.5

Surplus for the period

2021 2020
R R

300,606,328 242,415,152
20,945,662 86,086,350
10,384,060 16,169,830
41,232,800 31,815,326
8,043,807 8,343,646
55,122 11,149,324
55,122 125187
- 11,024,137
933,032,014 857,209,853

| 933,032,014 857,209,853 |

1,233,693,464

1,110,774,330

227,396,445

8,921,386
104,698,036
134,871,879

5,857,622
228,573,434
154,663,413
153,775,277

204,494,585

8,877,406
110,077,379
115,358,509

8,750,085
206,635,327
208,847,674
139,134,714

1,018,757,492

1,002,175,679

(3,841,941) 220,829
137,991 (301,728)
211,232,022 108,517,752




ILEMBE DISTRICT MUNICIPALITY - DC29
AUDITED STATEMENT OF CHANGES IN NET ASSETS
For the year ended 30 June 2021

IDM Accumulated

Surplus/(Deficit)
Total
Note R

Balance at 30 June 2019 2,419,904,771
Prior year corrections 30 28,584,330
Restated balance 2,448,489,101
Transfers to / from accumulated surplus/(deficit)
Surplus / (deficit) for the year 108,517,752
Balance at 30 June 2020 - restated 2,557,006,853
Opening Balance, 1 July 2020 2,557,006,853
Transfers to / from accumulated surplus/(deficit) 1,924,993
Restated balance 2,558,931,846
Surplus / (deficit) for the year 211,232,022
Balance at 30 June 2021 2,770,163,869




ILEMBE DISTRICT MUNICIPALITY - DC29
AUDITED CASH FLOW STATEMENT
For the year ended 30 June 2021

Note

Receipts
Sales of goods and services
Grants
Other income

Payments
Employee costs
Suppliers

CASH GENERATED FROM OPERATIONS 31
Interest received
interest paid 26

Net cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of fixed assets (PPE)

Proceeds from sale of fixed assets

Increase in investments

Purchase of intangibles 12

Net cash flows from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of borrowings

Repayment of Umgnei Water CUC Debt
Repayment of finance lease liability

Net cash flows from financing activities

Net increase / (decrease) in net cash and cash equivalents
Net cash and cash equivalents at beginning of period
Net cash and cash equivalents at end of period 32

IDM IDM
2021 2020
R R
Restated

1,165,592,916 1,036,579,221
181,345,970 139,715,083
895,752,000 830,320,000
88,494,946 66,544,138
(848,616,411) (589,846,786)
231,632,038 211,656,640
616,884,373 378,190,146
316,976,505 446,732,435
10,384,060 16,169,830
(6,093,136) (8,750,085)
321,267,429 454,152,181

(314,392,190)

(3,782,106)

(393,124,660)
2,272,936
28,719,789

(318,174,296)

(362,131,935)

(5,042,476)
(7,070,400)
(14,301,642)

(37,342,526)

(3,024,141)

(26,414,517)

(40,366,667)

(23,321,384)
226,356,371
203,034,987

51,653,580
174,702,791
226,356,371
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{LEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2021

Reportable Segments for the year ended 30 Jupe 2021

For purposes, the icipality is o i and inthree key i {or business units). To this end, management monitors the operating results of these business units for
the purpose of making decisions about resource ions and of per R and i relating to these business units are allocated at a transactional level. Costs relating to
the governance ard istration of the icipality are not to these business units.

The three key business units comprise of.

» Trading services which includes water management and waste water management;

* Unaliocated {Finance & Admin)
« Other

The grouping of these segments is consistent with the functional classification of governmen activities which considers the nature of the services, the beneficiaries of such services and the fees charged for the
services rendered (if any).

Management does monitor performance geographically but does not at presert have refiable separate financial information for decision making purposes. Processes have been put in place to generate this
information at a transaction Jevel and in the most cost effective manner.

ILEMBE DISTRICT MUNICIPALITY - DC29

UNAUDITED STATEMENT OF FINANCIAL PERFORMANCE
For the year ended 30 June 2021

2020/2021
Trading Services Unaliocated Other Total
Segment Revenue 934,543,831 188,782,506 110,367,127  1,233,693,464 1233693033
External revenue from non-exchange transactions 703,976,955 120,884,023 108,226,157 933,087,136 933087136
Externaf revenue from exchange transactions 230,566,875 16,281,623 2,140,870 248,983,469 248080468 €
Revenue from transactions with other segments - ]
Interest revenue - 51.616.860 51,616,860 51616428.16
Segment Expenses 477,878,067.30 324,116,523.97 220,466,850.88  1,022,461,442 1038165167
Total Segment expenses 477,878,067 202.783.608 111,071,168 881.732.933 867436658
Depreciation and amortisation - 25,475,204.49 109,395.683.17 134,870,888 134,871,879 46 ©81.80
Interest expense - 5,857,621.67 - 5.857.622 5857621.67
Internal charges -
Share of Surpius/{Deficit) of Associates / Joint Ventures . -3.703,850.18
Taxation | -
Surplus/deficit for the year 456,665,764 - 135,334,018 - 110,099,724 211,232,022 195.527.865.49
0.37
ILEMBE DISTRICT MUNICIPALITY - DC29
UNAUDITED STATEMENT OF FINANCIAL POSITION
As at 30 June 2021
Note
Trading Services Unallocated Other Total
ASSETS
Current Assets
Cash and cash equivalents 3 (350.918,848) (46,049,377}  600.003.212 203,034,087
Current term investments 8
Trade and other receivables from exchange transt 2 297.778.219 (136,641,325} 2.025.998 163,162,892
Trade and other receivables from non exchange tr 4
Invertories 5 (44.483,138) 55.431.304 (59.482) 10,888,684
Total current assets {97,623,768) (127.259.398) _ 601,969.729 377.086.563
Non-current assets
Non-current receivables 6 1,080,517 1.080,517
Lonqg term Investments 7
Other non-current financial assets 4 100 100
Property. plant ard equipment 10 177.598.494 2.702,531.843 (152,849,869} 2,727,280,368
Intanaible assets 12 6,254,888 6,254,888
Heritage Assels " 205,578 205,578
Total non-current assets 177,598,494 2,710.072.925 (152.849.969) 2.734.821.450
Total assets 79,974,726 2,582,813,527 449,119,759  3,111,908,013
LIABILITIES
Current liabilities
Trade and other pavables from exchange transact 13 97,656,550 108,520,602  (22,080,456) 183,995,606
Trade and other pavables from non - exchange tr¢ 14 (375,652,781} 457,370,562  (79,600,937) 2,216,844
Current portion of borrowinas 18 7,006,367 7,006,397
Current portion of finance lease liability 16.1 18,710,298 18,710,208
Current portion of financial liabilitv:Umngeni Water 35 6,526,523 6,526,523
Current portion of employee benefits 36 2,883,000 2,893,000
Total current current fiabilities (277.997.231) 601,027,382 (101.681.393) 221,348,757
Non-current liabilities
Norecurrent unspent conditional arants and receip’ 14
Non-current borrowings 15 26,177,543 26,177,543
Non-current finance lease lability 16.1 14,284,493 14,284,493
Non-current financial liabilties:Umnaeni Water CLt 35 64,721,351 64,721,351
Emplovee bencfits 36 156.212,000 156.212.000
Total non-current liabilitics . 120,395,387 - 120.395.387
Total liabilities (277,997,231) 721,422,768  (101,681,393) 341,744,144 .
Net assets 357,971,957 1,861,390,758 550,801,153 2,770,163,860
Resenes
Accumulated surplus 59,703 2.710,464,313 59,639,853  2,770,163,869
Total net assets 59,703 2,710,464,313 59,639,853 2,770,163,863




Segment Revenue
External revenue from non-exchange transactions
External revenue from exchange transactions
Revenue from transactions with ather segments
Interest revenue

Segment Expenses

ILEMBE DISTRICT MUNICIPALITY - DC29
STATEMENT OF FINANCIAL PERFORMANCE

For the year ended 30 June 2020

2019/2020
Trading Services Unallocated QOther Yotal
842,882,515 192,898,420 74,993,398  1,110,774,333
670,006,885 128.084.202 71,200.056 869,300,233
173.091.388 16.613.214 3,784,342 193,488,941
- 215755 48,200 914 47,985,158

502,129,696.11

294,731,067.51

205,395,817.30

1,602,256,581

Total Segment expenses 502,126,583 267,977,262 108.043.504 878.147.43%
Depreciation and amortisation 311280 18.003,172.34 ©7.352.223.58 115.358.509
interest expense - 8,750.633.21 - 8.760.633
intemal charges -
Share of Surplus/iDeficit) of Associates / Joint Ventures -
Taxation -
Surplus/deficit for the year 340,752,819 - 101,832,648 - 130,402,419 108,517,752
ILEMBE DISTRICT MUNICIPALITY - DC29
STATEMENT OF FINANCIAL POSITION
As at 30 June 2020
Note
Trading Services Unallocated Other Tota)
ASSETS
Current Assets
Cash and cash equivalents 3 15,409,393 {531,804.993) 742,751,972 226,356,371
Current term Investments 8
Trade and other receivables from exchange trans: 2 165,269,019 (18,831,500) 2,025,998 148,463,517
Trade and other receivables from non exchande tr 4
invertories 5 (36.425.159) 46.661,154 297.663 10.533.659
Total current assets 144,253,253 {503,975.338) 745.075.633 385,353,547
Hon-current assets
Non-current receivables 6 608,281 608,281
Long term Investments 7 -
Other rom-current financial assets 4 100
Property, plant and equipment 10 68,532,818 2.783,132,822 (221.324,907) 2,630,340,733
Intanaible assets 12 4,229,101 4,229,101
Heritage Assets " 205,578
Total non-current assets 2,788,175.782  (221.324.807
Total assets 212,786,070 2,284,200,443 523,750,826 3,020,737,339
LIABILITIES
Current liabilities
Trade and other pavables from exchange transact 13 35,510,531 251,638,193  {35,191,319) 251,957,405
Trade and other pavables from non - exchange tr: 14 (2,975,265} (40,739,567) 84,569,401 40,854,569
Current portion of borrowinas 15 5,042,476 5,042,476
Current portion of finance lease iiability 16.1 14,446,227 14,446,227
Current portion of financial liability:Umngeni Water 35 6,526,523 6,526,523
Current portion of employee benefits 36 1,485,136 1,465,136
Total current current liabilities 32,535,266 238,378,988 49,378,082 320,292,335
Non-current liabilities
Non-currert unspent conditional arants and receip 14
Non-current borrowinas 15 33,183,941 33,183,941
Non-current finance lease lability 18.1 24,495,098 24,495,008
Non-current financial liabilities:Umnaeni Water CU( 35 71,791,751 71,791,751
Emplovee benefits 36 13.668.222 13,968,222
Total non-current labilities - 143.439.011 - 143.430.011
Total linhilities 32,535,266 381,817,909 49,378,082 463,731,347
Net assets 180,250,804 1,902,382,443 474,372,744  2,557,005,992
Reserves
Accumulated surplus 302,484 2,497,063 655 59,639,853 2,557,005,992
Total net assets 302,484 2,497,063,655 59,639,853  2,557,005,992




ILEMBE DISTRICT MUNICIPALITY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICES
Forthe period ended 30 June 2021

1 BASIS OF PREPARATION

1.1

STATEMENT OF COMPLIANCE

These annual have been prep in accordance with the effective South African Standards of Generally Recognised Accounting Practice
{GRAP), as approved by the Minister of Finance, including any interpretations and directives issued by the Accounting Standards Board in accordance with Section
122(3) of the Municipal Finance Management Act, {Act No 56 of 2003).

The accounting policies applied are consistent with those used to present the previous year's financial statements, unless explicitly stated. The details of any
changes in accounting policies are explained in the relevant policy.

BASIS OF MEASUREMENT

The annual financia! statements have been prepared on the accrual basis of accounting and incorporate the historical cost conventions as the basis of
measurement, except where specified otherwise.

FUNCTIONAL AND PRESENTATION CURRENCY
These annual financial statements are presented in South African Rand, which is the furctional curmency of the municipality. All financial infformation has been
rourded to the nearest Rand.

OFFSETTING
Financial assets and labilities are set off and the net amount presented in the statement of financial position when, and only when, the runicipality has a legal right
to set off the anmounts and intends either to settle on a net basis orto realise the asset and settle the liability simutaneously.

Revenue and expenses have not been offset except when offsetting is required or permitted by a standard of GRAP.

GOING CONCERN ASSUMPTION
These annual financial statements have been prepared on the assumption that the municipality will continue to operate as a going concem for at least the next 12
months.

USE OF ESTIMATES AND JUDGEMENTS

The preparation of ' in with GRAP requires management to make judgmerts, estimates and assurrptlons that affect the application
of policies and reported amounts assets and liabilities, income, expenses and other reports. The esti and ions are based on historical
experience and various other factors that are believed to be reasonable under the circumstances, the results of which form the basis of making the judgments
about canylrg values of assets and liabilities that are not readily apparert fromother sources. Actua! results may differ from these estimates.

The and underlying ions are revi 1onan on going basis. Revisions to i are re ised in the period in which the
estimate is revised if the re\usmn affects only that period, or in the period of the revision and future periods if the revision affects both current and future.,

£

Post-Retirement Benefits and Multi-Employer Retirement Benefit Plans

The present value of the post retirement obligation depends on a number of factors that are determined on an actuarial basis using a nurber of assumgptions. The
assumptions used in determining the net cost (income) include the discount rate. Any changes inthese assumptions will impact on the carrying amount of post
retirement obligations.

The Municipality d ines the iate discount rate at the end of each year using the actuarial valuation. This is the interest rate that shouk be used to
determine the presert value of estimated future cash outflows expected to be required to settle the pension obligations. In determining the appropriate discount
rate, the Murnicipalty considers the interest rates that best approximated by reference to market yields at the reporting date on government bords that are
denominated in the currency in which the benefits will be paid, and that have terms to matwity approximating the terms of the related pension liability. Other key
assumgption for pension obligation are based on curent market conditions. Additional information is discbsed in notes. The Municipality contributes 1o Natal Joint
Super Annulation and Retirement Funds which are Defined Benefit Funds, The Municipality's fiability in these funds could not be determined owing to the fact that
the assets are not being allocated to each employer and only one set of financial statement are compiled for each furd not per employer. Further details of this plan
is included in the notes to the Financial Statements.

Provision for impairment of trade receivables
The provision for impairment is measured as the difference between the assets’ camrying amount and the present vaire of estimated recoverable future cash flow
based on past recovery trends.

Non-cash generating and cash generating Impairment testing

Management used the fair value less cost to sell to detemine the recoverable amount of assets with an indefinite useful life and identifying assets that may have
been impaired. Additional disclosure of these estimates is included in note — Impairment of assets

Al assets owned/recognised by the municipality are held for the provision of basic service and are considered to be non-cash generated assets

Provision

Provisions were raised and it 1 an esfi based on the information available. Additional disclosure of these estimates of provision are
included innotes to Financial Statements.

Provision are measured at the head of department’s best estimate of the expenditure required to settle the obligation at the reporting date, and are discounted to
present value where the effect is material.

A provision is recognised when:

The municipality has a presert obligation (legal or constructive) as a resuit of a past event;

[tis probable that an oitflow of resources embodying economic benefits will be required to settle the obligation; and

Arefable estimate can be made of the obligation.

COMPARATIVE INF ORMATION

When the presentation or classification of items in the annual financial statements is amended, prior period conparative amounts are restated. The nature and
reason for the reclassification is disclosed. Where accounting errors have been idertified in the current year, the correction is made retrospectively as far as is
practicable, and the prior year comparatives are restated accordingly. Where there has been a change in accounting policy in the current year, the adjustment is
made retrospaclively as far as is practicable, and the prior year comparatives are restated accordingly. The municipality shall present a comparison of budget and
actual amourts as additional budget colurns in the primary financial statements only where the financial statements and the budget are prepared ona conrparable
basis. All comparisons of budget and actual amounts shall be preserted on a comparablke basis to the budget, The municipality shall explain in rotes to the financial
statements the budgetary basis and classification basis adopted in the approved budget (refer mote 1.10).
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1.8 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE

The following GRAP standards have been issued but are not yet effective and have not been early adopted by the icipality. Application of all of

the GRAP standards noted below will be effective from a date to be announced by the Minister of Finance. The effective dates are currently unknown.

GRAP 104 Financial Instrument
The following Standards issued but not yet effective have an effective date of 1 April 2021,
GRAP 104 Financial Instrument

1.9 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED AND EFFECTVE

The Minister has det ined the following GRAP standards as approved cffective:

GRAP 1 P ion of Financial

GRAP 2 Cash Flow Statements

GRAP 3 Accourting Policies, Changes in Accounting Estimates and Erors
GRAP 4 The Effects of Changes in Foreign Exchange Rates

GRAP 5 Borrowing Costs

GRAP 7 Investmerts in Associates

GRAP 8 Interest in Joint Ventures

GRAP 9 Revenue from Exchange Transactions

GRAP 10 Financial Reporting in Hyperinflationary Economies

GRAP 11 Construction Contracts

GRAP 12 Invertories

GRAP 13 Leases

GRAP 14 Events After the Reporting Date

GRAP 16 Investment Property

GRAP 17 Property Plant and Equipment

GRAP 18 Segment Reporting

GRAP 19 Provisions, Contingent Liabilities and Contingent Assets
GRAP 21 impairment of Non-cash-generating Assets

GRAP 23 Revenue from Non-exchange Transactions (Taxes and Transfers)
GRAP 24 Presentation of Budget Information in Financial Statements
GRAP 25 Enployee Benefits

GRAP 26 impairment of Cash-generating assets

GRAP 27 Agricutture

GRAP 31 Intangible Assets

GRAP 32 Service Concession arrangements: Grantor

GRAP 34 Separate Financial Staterments

GRAP 35 C lidated Financial it

GRAP 36 Investment in Associates and Jeint Ventures

GRAP 37 Joint Arrangements

GRAP 38 Disclosure of Interests in Other Entities

GRAFP 100 Discontinued Operations

GRAP 103 Heritage Assets

GRAP 104 Financia! Instruments

GRAP 105 - Transfer of Functions Between Entities Under Comymon Control
GRAP 1086 Transfer of Functions Between Entities Not Under Common Control
GRAP 107 Mergers

GRAP 108 Statutory Receivables

GRAP 108 Accounting by Principals and Agents

GRAP 110 Living and Non-Living Resources

Interpretations of the standard of GRAP Approved and effective

IGRAP 1 Applying The Probability Test On nitial Recognition Of Revenue

IGRAP 2 Changes in Existing Decommissioning Restoration and Similar Liabifiies

IGRAP 3 Determiring Whether an Arrangement Contains a Lease

IGRAP 4 Rights to {nterests Arising from Decommissioning, Restoration and Environmental Re habilitation Funds
IGRAP 5 Applying the Restatement Approach under the Standard of GRAP on Financial Reporting in Hyperinflationary Economies
IGRAP 8 Loyalty Programmes

{GRAP 7 The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Irteraction

{GRAP 8 Agreements for the Construction of Assets from Exchange Transactions

IGRAP 9 Distributions of Non-cash Assets to Owners

IGRAP 10 Assets Received from Customers

IGRAP 11 Consolidation - Special Purpose Entities

IGRAP 12 Jointly Controlled Entities - Non-Monetary Contributions

IGRAP 13 Operating Leases - Incentives

IGRAP 14 Evaluating the Substance of Transactions Invelving the Legal Form of a Lease

IGRAP 15 Revenue - Barter Transactions Involving Advertising Services

IGRAP 18 Irtangible Assets - Website Costs
IGRAP 17 Interpretation of the Standard of GRAP on Service Concession Arangements Where a Grantor Controls a

Sigrificart Residual Interest in an Asset

IGRAP 18 Irterpretation of the dard of GRAP on R ition and Derecognition of Land
IGRAP 19 Liabilities to Pay Levies

IGRAP 20 Accounting for Adjustments to Revenue

Inte pretations of the standard of GRAP Approved and not yet effective

IGRAP 7 The Limiton a Defined Benefit Asset, Minimum Funding Requirements and their Interaction
IGRAP 21 The Effect of past Decisiens on Materiakty

Directive 7 (Revised): The Application of Deemed Cost (1 April 2021}

The following standards have been issued but are notyet eflective:

GRAP 104 Financial Instruments

Guldelmes of the Standard of GRAP approved and effective
on xj for Arrang Undertaken into. to the National Housing Pregrammed {1 April 2021}
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Guidelines of the Standard of GRAP approved and not yet effective

Guidelines on Accourting for Landfill Sites
Guidelines on the ication of k iality to Financial g

PRESENTATION OF BUDGET INFORMATION IN THE FINANCIAL STATEMENTS

The budget is mainly approved on a cash basis by functional classification. The approved budget covers the period from 1 July 2020 to 30 June 2021. The budget
and accounting bases for some votes differ. The financial statements are prepared on the accrual basis using a classification on the natwre of expenses in the
statement of financial performance. The financial statements differ from the budget, which is approved on the cash basis. The amounts inthe financial statements
were recast from the accrual basis to the cash basis and reclassified by functional classification to be on the same basis as the final approved budget. The
amounts of these adjustments are identified in note 42. A reconciliation between the actual amounts on a parable basis as p dinthe 1t of
conparison of budget and actual amounts and the actual amownts inthe cash fow statement for the period ended 30 June 2021 is presented in note 42. The
financial statements and budget documents are prepared for the same period. There is a basis difference: the budget is mainly prepared on a cash basis and the
financial statements on the accrual basis. The reconciliation as required by GRAP 24 is also shown in note 42. The statement of comparisen of budget and actual
amounts is disclosed as a statement in the annual financial statements.

Differences between budget and actual amounts are regarded as material when a more than 10% vatiance exists,

All material differences are explained in the notes to the annual finarcial staterents.

2 SIGNIFICANT ACCOUNTING POLICIES
The follbwing significant accourting policies had been applied consistently during the current and previous reporting period, as set out in rote 1.2

2.1 PROPERTY, PLANT AND EQUIPMENT

214

21.2

213

21.4

2.1.5

INITIAL RECOGNITION

Property, plant and equipment are tangible non-current assets {including infrastructure assets) that are held for use in the production or supply of goods or
services, rertal to others, or for administrative purposes, and are expected to be used during more than one year. tems of property, plart and equipment are
initially recognised as assets on acquisition date and are initially recorded at cost. The cost of an itemof 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 the municipality. Trade
discounts and rebates are deducted in arriving at the cost. The cost also includes the necessary costs of dismantiing and removing the asset and restoring the site
on which # is located.

When significant components of an item of property, plart and equipment have different useful lives, they are accounted for as separate items (major components})
of property, plant and equipment.

Where anasset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), the cost is deemed to be equalto the fair value of
that asset onthe date acquired.

Where anitem of propenty, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a combination of monetary and non-
monetary assets, the asset acquired is iniially measwred at fair value (the cost). If the acquired item's fair value was not determinable, it's deemed cost is the
carrying amount of the asset(s) given up.

Major spare parts and servicing equipment qualify as property, plant and equipmernt when the municipality expects to use them during more than one period.
Similarly, if the major spare parts and servicing equipment can be used only in connection with an item of property, plant and equipment, they are accounted foras
property, plant and equipment.

SUBSEQUENT MEASUREMENT - COST MODEL
Subsequent to initial recognition, items of property, plant and equipment are measured at cost less accumulated depreciation and impairment losses. Land is not
depreciated as it is deemed to have an indefinite useful ife.

Where the municipality replaces parts of an asset, it derecognises the part of the asset being replaced and capitaises the new component. Subsequent
expenditure incurred on an asset is capitalised when it increases the capacity or future economic benefits associated withthe asset.

DEPRECIATION AND IMPAIRMENT
Depreciationis calculated on the depreciable amount, using the straight-line method over the estimated usefu! lives of the assets. Components of assets that are
significant in retation to the whole asset and that have differert useful ives are depreciated separately.

Leased assets are depreciated over the shorter of the iease term and their useful lives unfess it is reasonably certain that the municipality will obtain ownership by
the end of the lease term.
Incomplete construction work is stated at historical cost. Depreciation only conmences when the asset is available for use.

The annual deoreciation rates are based on the folowina estimated averaae asset ives:

Infrastructure Years Other Years
Water 5-50 Machinery and equipment 2-25
Sewerage 15-20 Furniture and equipment 5-25
Other 0-30 Motor vehicles 3-15

Buildings 5-30

There are 250 assets with nil book value, the assets have reached its maximum useful lives when being reassessed and therefore are fully depreciated and the
assets are still being used by the municipaity

An entity shallassess at each reporting date whether there is an indication that the entity's expectations about the residual value and useful ie of an asset have
changed since the preceding reporting date. If any such indication exists, the entity shall revise the expected useful life and/or residuat value accordingly. No longer
a requirement to review residual values and useful ives each year.

The municipality tests for impairment where there is an indication that an asset may be impaired. An assessment of whether there is an indication of possible

impairmert is done at each reporiing date. Where the carrying amount of anitem of property, plant and equipment is greater than the estimated recoverable amount

{or recoverable service amount), it is written down immediately to its recoverable amount (o7 recoverable service amount) and an impairment loss is charged to the
it of Financial Perf - refer to note 19 for further information on impairmert of assets.

DERECOGNITION

Items of Property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic benefits or service potential
expected from the use of the asset. The gain or loss arising on the disposal or retirement of an item of property, plant and equipmert is determined as the
difference between the sales proceeds and the carrying value ard is recogrised in the Statement of Financial Performance.

LEASED ASSETS

Leases interms of which the municipality assumes substantialy all the risks and rewards of ownership are classified as finance leases. Other leases are classified
as operating leases, Upon initial recognition of assets leased under finance leases, the leased asset is measured at an amount equafto the lower of its fair value
and the present value of the minimum lease payments. Subsequent to initial recognition, the asset is accounted for in accordance with the accounting poticy
applicable to that asset.
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3 INTANGIBLE ASSETS

3.4

3.2

3

%)

34

44

4.2

4.3

4.3.1

4.3.2

4.4

INITIAL RECOGNITION

An intangible asset is an identifiable non-monetary asset without physical substance. Exanples include computer software, licences, and development costs. The
municipality recogrises an intangible asset in its Statement of Financial Position only when it is probable that the expected future economic benefits or service
potential that are attributable to the asset wili flow to the municipality and the cost or fair value of the asset can be measured refably.

Irtemally generated intangible assets are subject to strict recognition criteria before they are italised. penditure is never i d, while
development expenditure is only capitalised to the extent that:

«the municipabty intends to complete the intangible asset for use or sale;

» it is technically feasible to complete the intangible asset;

- the municipality has the resources to complete the project; and

+itis probable that the municipality will receive future economic benefits or service potential.

intangible assets are initially recognised at cost.

Where ani ible asset is acquired by the icipality for no or nominal consideration {i.e. a non-exchange transaction). the cost is deemed to be equal to the
fair value of that asset on the date acquired.

Where an intangible asset is acquired in exchange for a non-nonetary asset or monetary assets, or a cambination of monetary and non-monetary assets, the
asset acquired is initially measured at fair vakie (the cost). If the acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the
asset(s) given up.

SUBSEQUENT MEASUREMENT - COST MODEL
Intangible assets are subsequently carried at cost less accunulated amortisation and inpairments. The cost of anintangible asset is amortised over the usefui fife
where that useful ife is finte. Where the useful life is indefinite, the asset is not amortised but is subject to an annual impairment test.

AMORTISATION AND IMPAIRMENT

Amortisation is charged so as to write off the cost or valuation of intangible assets over their estimated useful lives using the straight line method. The annual
amortisation rates are based on the following estimated average asset lives:

Corrputer software and website:2 - 5 Years

The amortisation pericd and the amortisation method for an intangible asset with a finite useful life are reviewed at each reporting date and any changes are
recognised as a change in ing esti inthe it of Financial Performance.

The municipality tests intangible assets with finite useful fives for impairment where there is an indication that an asset may be impaired. An assessment of whether
there is an indication of possible impairment is done at each reporting date - refer to note 19 for further information on impairment of assets. Where the carrying
amount of an item of an intangible asset is greater than the estimated recoverable amount {or recoverable service amount), it is written down immediately to its
recoverable amount {or recoverable service amourt) and an impairmert loss is charged to the Statement of Financial Performance.

DERECOGNITION

irtangible assets are derecognised when the asset is disposed of or when there are no further economic benefits or service potential expected fromthe use of the
asset, The gainor loss arising on the disposal or retirement of an intangible asset is detemmined as the difference between the sales proceeds and the carrying
value and is recognised in the Statement of Financial Performance.

HERITAGE ASSETS

INITIAL RECOGNITION AND MEASUREMENT
Heritage assets are assets that are normally held indefinitely for their unique cultural, environmental, hi
significance for the benefit of future generations.

| i

natural,

technological or artistic

Certain heritage assets are described as inalienable items thus assets which are retained indefinitely and cannot be dispesed of without consent as required by
law or otherwise.

Heritage assets are recognised as an asset when:
- itis probable that future economic benefits or service potential associated with the asset will to the municipalty; and
« the cost or fair value of the asset can be measured refiably.

If the muricipality holds an asset that might be regarded as a heritage asset, but on initial recognition, the asset does not meet the above recognition criteria
because it cannot be measured refiably, relevant and useful information abowt the heritage asset is disclesed in the notes to the financial statements.

On the date of initial recognition, heritage assets are measured at cost. Where a heritage asset is acquired through a hange ion, the cost is its fair
value as at the date of acquisition.

SUBSEQUENT MEASUREMENT - COST MODEL
After recognition as an asset, a class of heritage assets are carried at its cost less any accumulated impairment losses.

DEPRECIATION & IMPAIREMENT

Heritage assets are not depreciated. The municipakty assesses at each reporting date whether there is any indication that a heritage asset may be impaired - refer
to note 18 for further information on impairment of assets.

In assessing whether there is an indication that an asset may be impaired, the municipality considers, as a minimum, the following indications:

External sources of

(a) During the period, a heritage asset’s market value has declined significantly more than would be expected as a result of the passage of time or normal use.

{b) The absence of an active market for a revalued heritage asset.

Internal sources of
{a) Evidence is available of physical damage or deterioration of a heritage asset.
{b) Adecision to hak the construction of the heritage asset before itis complete or in a usable form.

DERECOGNITION

The canying amourt of a heritage asset is derecognised on disposal, or when no future ecoromic benefits or service potential are expected fromits use or
disposal. The gain or loss arising from derecognition of a heritage asset is determined as the difference between the net disposal proceeds, if any, and the camying
amounts of the heritage asset. Such difference is recognised in surplus or deficit when the heritage asset is derecognised.
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INVENTORIES

INITIAL RECOGNITION

Inventories comprise current assets held for sale, consumption or distribution during the ordinary course of business. Inventories are initially recognised at cost.
Cost generally refers {o the purchase price, plus taxes, transport costs and any other costs in bringing the inventeries to their current bocation and condition. Where
inventory is manufactured, constructed or produced, the cost includes the cost of fabour, materials and overheads used during the manufacturing process

Where invertory is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), the cost is deemed to be equalto the fair value
of the itemon the date acquired.

SUBSEQUENT MEASUREMENT

fnventories, consisting of consumable stores, raw materials, work-in-progress and finished goods, are valued at the lower of cost and net realisable value unless
they are to be distributed at no or nominal charge, in which case they are measured at the lower of cost and cument replacement cost. Redundarnt and slow-
moving invertories are identified and written down in this way. Differences arising on the valuation of inventory are recognised in the Statemert of Financial
Performance in the year in which they arose. The amourt of any reversal of any write-down of inventories arising from an increase in net realisable value or
current replacement cost is recognised as a reduction in the amount of invertories recognised as an expense in the period in which the reversal occurs.

The carrying amount of inventories is recognised as an expense in the period that the inventory was sold, distributed, wiitten off or {, unless that cost

qualifies for capitalisation to the cost of another asset.

The basis of alocating cost to inventory items is the weighted average method.

WATER INVENTORY

Water inventory represents water housed in reservoirs within the municipal area and is measured at the lower of cost, which is deemed to be fair value, and net
realisable value. Inthe absence of a market that trades in water outside of bcal government, the fair value utilised to quantify water inventory is based on the unit
reference value. The unit reference value is a detemmined by a formula that is utilised in the engineering department to calculate the development cost of new water
resources.

Readings of water levels are taken at year-end, which is quantified at the above fair value.

Water and pirified effluent are measured at the bwest of pwrified cost and net realisable value insofar as it is stored and controled in reservoirs at year-end.

6 INVESTMENTS IN CONTROLLED ENTITIES

In the municipabty’s separate annual financial in in ¢

d entities are measured at cost.

7 FINANCIAL INSTRUMENTS

7.1

72

INITIAL. RECOGNITION
Afinancial instrument is any contract that gives rise to a financial asset of one entity and a financial fiability or residual interest of another entity. A financial asset
is:
cash;
a residual interest of another entity; or
a contractual rigit to:
receive cash or another financial asset from another entity; or
exchange financial assets or financial liabifties with another entity under conditions that are potentially favorable to the entity.

Afinancial liabifty is any liability that is a contractual obligation to:

deliver cash or another financial asset to another entity: or
exchange financial assets or financial liabifties with another entity under conditions that are potentially unfavorable to the entity.

Financial instruments are initially recognised when the municipality becomes a party to the contractual previsions. Financial assets are recogrised using trade
date accounting

Tre municipality has the following types of financial assets as reflected on the face of the Statement of financial Position or other rotes thereto:

Financial Assets:

Cash and Cash Equivalents = Financial asset measurement at amortised cost

Trade and Other Receivables from Exchange Transactions = Financial asset measured at anortised cost
Trade and Other Receivables from Non-Exchange T ions = Financial asset measured at amortised cost
Non-Curent Receivables = Financial Asset measured at amortised cost

Financial Liablities:

Trade and Other Payables from Exchange Transactions = Financial liability measured at anortised cost
Trade and Other Payables from Non-Exchange Transactions = Financial liability measured at amortised cost
Borrowings = Financial liability measured at amortised cost

Finance Lease Liabilities = Financial liability measured at amortised cost

INITIAL MEASUREMENT
Financial instruments are initially measured at fair value and plus transaction costs for financial instruments at amortised cost or cost. Fair vakse is usualy the
transaction cost at the date of recognition. For financial instruments at ised cost, if the ion cost is not market related i.e. no interest is charged for

deferred payments or when the account is overdue, or irterest charged is at below market related rate: the municipality detemines the fair value. The fair value is
the present value of the expected future cash flows, without taking inte account any future losses or the possibikty of default, discounted using a market related
interest rate, adjusted for credit risk over the expected life of the financial instrument. For financial instruments at fair value, the fair value is determined based on
quoted prices in an active market. if there is no active market, it is determined using valuation techniques. For financial instruments at cost, the financial instrument
is only measured at cost if the fair value can not be measured refably. Where a financial instrument contains both a fiability and a residual interest conponent, the
runicipality allocates the instrument into its conrponent parts. The municipality recognises the liability at its fair value and recognises the residual interest as the
difference between the camying amount of the instrument and the fair value of the fiability component, No gain or loss is recognised by separating the instrument
into its components.

Short-term receivables and payables are not discounted where the initial credit period granted or received is consistent with the terms used in the public sector,
either through established practices or legislation. Where the initial credit period grarted is not in line with practices or legislation inthe public sector, the effect of
discourting is considered, if it is material.
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SUBSEQUENT MEASUREMENT

Financial assets and liabikties are subsequertly d either at fair value, or amortised cost or cost using the
following categories:

(a) Financial instruments at fair value

(b} Financialinstruments at amortised cost

{c} Financiatinstruments at cost

FINANCIAL INSTRUMENTS AT FAIR VALUI

Financial instruments at fair value comprise financial assets or financial fabilities that are derivatives , combined instruments that are designated at fair value,
instruments held for trading, financial instruments that do not meet the definition of financial instruments at amortised cost or financial instruments at costand ren
derivative financial assets or financial liabilities with fixed or determinable payments that are designated at fair vakie at initial recognition. Financial instrument at
{air value are subsequently measured at fair value with changes in fair value recognised in surplus or deficit.

FINANCIAL INSTRUMENTS AT AMORTISED COST

Financial instruments at anontised cost, are non-derivative financial assets or financial liabilities that have fixed or determinable payments , excluding those the
municipality designates at fair value at initia! recognition or are held for trading. Financial instruments at amortised cost are subsequently measured at anmortised
cost using efiective interest rate method, The effective interest rate is the rate that exactly discounts the estimated cash flows assodciated with the financial

i through the exp d life of the 1t (orin some cases a shorter period) to the net carrying amount at initial recogrition. Financial assets are
subject to amual impainment review. Refer to note 7.6 for details on impairment and uncolectability of financial assets.

FINANCIAL NSTRUMENTS AT COST

Financial instruments at cost are investments in residual interests that do not have a quoted market price in an active market, and whose fair value cannot be
reliably measured. Financial instrumerts at cost are subsequently measured at cost if the fair value cannot be refiably determined.

Financial assets are subject to annual impairment review. Refer to note 7.8 for details on impairment and uncollectability of financial assets,

RECLASSIFICATIONS
The municipality does not reclassify a financial instrument when it is issued or held , except for a combined instrument that is required fo be measured at fair value

or an investrent in residual interest subject to certain requiremerts.

GAINS AND LOSSES
Gains and losses on fair value measurements reclassifications , impairment , derecognition are recognised in surplus or
Arnkinit

IMPAIRMENT AND UNCOLLECTABILITY OF FINANCIAL ASSETS
Financia! assets are subject to annual impairment review as follows:

FINANCIAL ASSETS AT AMORTISED COST

For financial assets at ised cost; the icipali whether there is any objective evidence that a financial asset or group of financial assets is
impaired. If there is objective evidence that an impairmert loss on a finarcial asset has been incuned, the loss is recognised in surplus or deficit. The municipality
assesses financial assets individually, when assets are individually signifi and individually or collectively for fi iaf assets that are not individually
significant. Where no objective evidence of impairment exists for anindividually assessed asset, (whether individually sigrificart or not), an ertity includes the
assets in a group of financial assets with similar credit risk characteristics and collectively assess them for impairment. The impairmert boss is the difference
between the carrying armount and the present value of estimated future cash flows discourted at the original effective interest rate. The impairment bss is
recognised insurplus or deficit by reducing the carrying amount either directly or through the use of an allowance account, If, in a period after an impairment loss
has been recognised, everts occur or circumstances change that indicate that the impairment loss recognised in a previous period should be reversed, the
municipality reverses the impairment bss previously recognised either directly or by adjusting an allowance account.

FINANCIAL ASSETS AT

For financial assets at cost; the municipality assesses whether there is any objective evidence that a financial asset is impaired. If there is objective evidence that
an impairmert foss on 2 financial asset has been incurred, the loss is recognised in surplus or deficit. The impairment loss is the difference between the carrying
amount and the present value of estimated future cash flow discounted at the current market rate of retum for simifar financial assets. The impairment loss is
recognised insurplus or deficit by reducing the carrying amourt directly. The impairment loss is never reversed in subsequent periods,

DERECOGNITION

FINANCIAL ASSETS

The municipality derecognises financial assets using trade date accounting. The municipaity derecognises a financial asset only when:

(a) the contractual rights to the cash flows from the financial asset expire, are settled or waived;

(b) the municipality transfers 1o another party substantially all of the risks and rewards of ownership of the financial asset; or

(c) the municipality, despite having retained some sigrificart risks and rewards of ownership of the financial asset, has transferred control of the asset to amother
party and the other party has the practical ability to selithe asset inits entirety to an unrelated third party, and is able to exercise that abilty unilaterally and
without needing to impose additional restrictions on the transfer. In this case, the municipality shak:

(i) derecognise the asset; and

(if) recognise separately any rights and obligations created or retained in the transfer.

FINANCIAL LIABILITIES

The municipality removes a financial liability from its statement of financial position when , and only, it is extinguished . A financial liability is extinguished when the
debtor either.

(a) Discharges the liability by paying the creditor, normally with cash, other financial iabilities , goods or services.

(b) is legally released from primary responsibility for the §ability either by process( expires) of faw or by the creditor ( cancelled). Ifthe debtor has given a
guarantee , this condition may still be met.

(c) Waives the debt or it is assumed by another municipality by way of a non exchange transaction,

irterest, dividends or similar distributions , losses and gains relating to a financial instrument or a compenent that is a financial liability should be recognised as
revenue or expense in surplus or deficit, A financial asset and a financial liability should be offset and the net amount presented in the statement of financial
position when and when , the municipality:

(i) Currently has a legally enforceable right to set off the recognised amounts; and

(if) intends either to settle on a net basis, or to realise the asset and settle the lability simultaneously

FOREIGN CURRENCY TRANSACTION
Transactions in foreign cumencies are translated to the functional currency of the municipality at exchange rates at the dates of the transactions.

Monetary assets and liabifties denominated in foreign currencies at the reporting date are retransiated to the functional cumency at the exchange rate at that date.
‘The foreign currency gain or bss on monetary items is the difference between amortised cost in the functional currency at the beginning of the period, adjusted for
effective interest and payments during the period, and the amortised cost in foreign currency translated at the exchange rate at the end of the reporting period.

Norrmonetary assets and liabiliies denominated in foreign curmencies that are measured at fair value are retransiated to the functional currency at the exchange
rate atthe date that the fair value was determined. Foreign curency differences arising on retranslation are recognised in surplus or deficit, except for differences
arising onthe retranslation of available-for-sale financial instruments, which are recognised in net assets.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange rate at the date of the transaction.

Cash fows arising from transactions in a foreign currency are recorded in Rands by applying to the foreign currency amount the exchange rate between the Rand
and the foreign currency at the date of the cash flow.

2t
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ILEMBE DISTRICT MUNICIPALITY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Forthe period ended 30 June 2021

UNAUTHORISED EXPENDITURE

Unauthorised expenditure is defined in section 1 of the MFMA as folows:

“unauthorised expenditure”, in relation to a municipality, means any expenditure incurred by a municipality othenwise than in accordance with section 15 or 11{3),
and includes—

(a) overspending of the totai amount appropriated in the municipality's approved budget;

{b} oversperxiing of the total amourt appropriated for a vote inthe approved budget;

{c) expenditure from a vote urvelated to the department or functional area covered by the vote;

{d} expenditwre of money appropriated for a specific purpose, otherwise than for that specific purpose;

{e) spending of an aliocation refered to in paragraph {b), {c) or (d) of the definition of "aflocation” otherwise than in accordance with any condtions ofthe
alocation; or

(f) a grant by the muricipality otherwise than in accordance with this Act.

IDENTIFICATION AND INTERNAL REPORTING

Unauthorised expenditure is identified through the municipality’s financial system application controls. On identification of the unauthorised expenditire due to
overspending on specific votes, the relevant Head of department is notified, where funds are available on other votes within the directorate, viremeris are made
within the provisions of the virement policy. If after the provisions of the virement policy are applied, the unauthorised expenditure still remains/exist, it is recorded
inthe unauthorised expenditure register and reported to the accounting officer, mayor and councit in terms of MFMA section 32,

COUNCIL DECISION AND ACCOUNTING TREATMENT

Unawthorised expenditure that is incurred before the adjustment budget process is finalised is condoned by council through the adjustment budget. Unauthorised
expenditure that is incured after the adjustments budget is referred to the Municipal Public Accounts Conmittee {(MPAC) for investigation and recommendation to
courcil. Where MPAC after investigation, recommends to council to certify the unauthorised experditure as irrecoverable and write - off, the unatthorised
expenditure is disclosed in the notes fo the financial statements as condoned by council. Where MPAC determines after investigation, that the unauthorised
expenditure must be recovered fromthe relevant official, the unauthorised expenditure is recognised as an asset {debtor) in the statemert of financial position and
also disclosed in the unauthorised expenditure note as unauthorised expenditure incurred in the current financial year.

EXTERNAL REPORTING
The accounting officer of the municipality promptly informs the mayor, the MEC for incal govemmert in the province and the Auditor - General, in writing, of:
{a) Any unauthorised expenditure incutred by the municipality;
{b) Whether any person is ible or under i igation for such unauthorised expenditure; and
{c) The steps that have been taken-
{i) Te recover or rectify such expenditure; and
(i) To prevent a recurrence of such expenditure

10 IRREGULAR EXPENDITURE

10.1

10.2

10.3

imegular expenditure is defined in section 1 of the MFMA as follows:

“irregular expenditure”, in refation to a icipality o icipal entity, mean

(a} expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a requirement of this Act, and which has not been
condoned in tems of section 170;

{b) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a requirement of the Municipal Systems Act, and
which has not been condoned in terms of that Act;

() expenditure incurred by a municipality in contravention of, or thatis not in accordance with, a requirement of the Public Office-Bearers Act, 1998 {Act No. 20 of
1998); or

(d) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a requirement of the supply chain management
policy of the municipality or entity or any of the municipality's by-laws giving effect to such policy, and which has not been condoned in terms of such policy or by-
law,

but excludes expendture by a municipality which falls within the ition of *I horised expenditure”.

IDENTFICATION AND INTERNAL REPORTING

Every expenditure itemis revi before pay is made to identify any instances of non-compliance with the relevant Acts and supply chain management
policy of the municipality. Where an expenditure itemis identified as imegular expenditure, it is recorded in the imegular experditure register and reported to the
accounting officer, mayor and council in terms of MFMA section 32.

COUNCIL DECISION AND ACCOUNTING TREATMENT

Iregular expenditure reported to council is referred to the Municipal Public Accourts Comnittee (MPAC) for i igation and ion to council. Where
MPAC after investigation, recommends to council to certify the irregular expenditure as irrecoverable and write - off, the irregular expenditure is disclosed in the
notes to the financial statements as certified and written - off by council as irrecoverable. Where MPAC determines after investigation, that the imegular
expenditure rrust be recovered fromthe relevart official, the imegular expenditure is recognised as an asset (debtor) in the statement of financial position and also
disclsed in the irregular expenditure note as irregular expenditure incurred in the currert financial year.

EXTERNAL REPORTING
The accounting officer of the municipality promptly informs the mayor, the MEC for local government in the province and
the Auditor - General, in writing, of:
(a) Any irregular expenditure incurred by the municipality;
(b} Whether any person is responsible or under i igation for such iregular expenditure; and
(¢} The steps that have been taken-
(i) To recover ar rectify such expenditure; and
(i) To prevent a recurrence of such expenditure

FRUITLESS AND WASTEFUL EXPENDITUI
Fruitless and wasteful expenditure is defined in section 1 of the MFMA as follows:
“fruitless and wasteful expenditure™ means expenditure that was made in vain and would have been avoided had reasonable care been exercised.
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IDENTFICATION AND INTERNAL REPORTING

Every experditure item is reviewed before payment is made to identify whether it meets the definition of fruitless and xpenditure. Where an exp re
item s identified as fruitless and wasteful expenditre, it is recorded in the fritless and wasteful expenditure register and reported 1o the accounting officer, mayor
and council in terms of MFMA section 32,

COUNCIL DECISION AND ACCOUNTING TREATMENT

Fruitless and wastefu expenditure reported to courxil is referred to the Municipal Public Accounts C ¥ (MPAC) for i igation and ion to
courcil Where MPAC after investigation, recommends to courcil to certify the fruitless and wasteful expenditure as iirecoverable and write - off, the fruitless and
wastefu expenditure is disclosed in the notes to the financial statements as certified and written - off by council as irrecoverable. Where MPAC determines after
investigation, that the fruitless and wasteful expenditure must be recovered from the relevant official, the fruitless and wasteful expenditure is recognised as an
asset (debtor) in the statement of financial position and also disclosed in the fruitkess and wasteful expenditure note as fruitfess and wasteful expenditure incurred
inthe current financial year.

EXTERNAL REPORTING
The accounting officer of the municipality promplly informs the mayaor, the MEC for jocal government in the province and the Auditor - General, in writing, of:
(a) Any irregular expenditure incurred by the municipality;
(b) Whether any person is responsible or under investigation for such fruitless and wasteful expenditure; and
(c) The steps that have been taken-
(i} To recover or rectify such expenditure; and
(it} To prevent a recurrence of such expenditure

PROVISIONS

Provisians are ised when the icipality has a present or constructive cbligation as a resut of past events, it is probable that an outflow of resowrces
embodying economic benefits will be required to settle the obligation and a reliable estimate of the provision can be made. Provisions are reviewed at reporting
date and adjusted to reflect the current best estimate. Where the effect is material, non-current provisions are discounted to their present value using a pre-tax
discount rate that reflects the market's current assessment of the time value of money, adjusted for risks specific to the liability {for example inthe case of

abliaations for the rehabilitation of land),
The municipality does not recognise a contingent liabikty or contingent asset. A contingent liabikty is disclosed unless the possibility of an outfow of resources

embodying economic benefits is remote. A contingent asset is disclosed where an inflow of economic benefits is probable.

Futire events that may affect the amount required to settie an obligation are reflected in the amount of a provision where there is sufficient objective evidence that
they will oceur. Gains from the expected disposal of assets are not taken inte account in measuring a provision. Provisions are not recognised for fifure operating
losses. The present obligation under an onerous contract is recognised and measured as a provision.

A provision for restructuring costs is recognised only when the following criteria over and above the recognition criteria of a provision have been met:
(a} The municipality has a detailed formal plan for the restructuring idertifying at least:

~ the business or part of a business concerned;

- the principal locations affected;

- the location, function, and approxi number of employ whe wil be compensated for terminating their services;

- the expenditures that wil be undertaken;

-whenthe plan will be implemented; and

(b} The municipality has raised a valid expectation in those affected that it wilt cany out the restructuring by starting to implement that plan or announcing its main
features to those affected by it.

LEASES

MUNICIPALITY AS LESSEE

Leases are classified as finance leases where substantially all the risks and rewards associated with ownership of an asset are transferred to the muricipality.
Property, plant and equipment or intangible assets subject to finance lease agreements are initially recognised at the lower of the asset's fair value and the present
value of the minimum lease payments. The correspording liabilties are initially recognised at the inception of the lease and are measured as the sumof the
minirum lease payments due in terms of the lease agreement, discourted for the effect of interest. In discounting the lease payments, the municipality uses the
interest rate that exactly discounts the lease payments and unguaranteed residual value to the fair vaiue of the asset pius any direct costs incurred.

Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting policies applicable to property, plant, equipment or
intangibles. The lease liability is reduced by the lease payments, which are allocated between the lease finance cost and the capital repayment using the effective
interest rate method. Lease finance costs are expensed when incumed. The accounting policies relating to derecegnition of financial instruments are applied to
lease payables. The leased asset is depreciated over the shorter of the asset's useful life or the lease term.

Operating leases are those leases that do not fall within the scope of the above definition, Operating lease rentals are accrued on a straight-line basis over the
term of the relevart lease,

MUNICIPALITY AS LESSOR

Under a finance lease, the municipality recognises the lease payments to be received in terms of a lease agreement as an asset (receivable). The receivable is
calculated as the sumof all the minimum fease payments fo be received, plus any unguaranteed residual accruing to the municipaiity, discounted at the interest rate
implicit in the lease. The receivable is reduced by the capital portion of the lease instalments received, with the interest portion being recognised as interest
revenue on a time proportionate basis. The accounting policies relating to derecognition and impairment of financial instrumerts are applied to lease receivables,
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Rentatincome from operating leases is recognised on a straight-Ene basis over the term of the relevant lease.

The tadff in respect of sewerage is based on the value of consumption used from one point of meter supply

REVENUE

REVENUE FROM EXCHANGE TRANSACTIONS

Revenue from exchange transactions refers to revenue that accrued to the muricipality directly in return for services rendered / goads sold, the value of which
approximates the consi ion ived or r bl

Service charges relating to water are based on consumption. Meters are read on a nonthly basis and are recognised as revenue when invoiced. Provisional
estimates of consumption are made monthly when meter readings have not been performed. The provisional estimates of consumption are recogrised as revenue
when invoiced. Adjustments to provisional estimates of consumption are made in the invoicing period in which meters have been read. These adjustments are
recognised as revenue in the invoicing period. Further adjustments are made to take info account staggered tariffs where applicable. The estimates of
consumption between meter readings are based on 6 months average reading history.

Service charges from sewerage and sanitation are based on the value of consumption used from one paint of meter supply and this is set out in the tariffs of
charges approved by Council.

Revenue fram the sale of water prepaid meter cards is recognized based on consumption except where a reliable estimate cannot be made after every reasonable
effort to gather appropriate information had been made. In these instances, reverue is recognized at the paint of sale.

Irterest revenue is recognised an a time propottion basis,

Revenue from the rental of facilities and equipment is recognised on a straight-line basis over the term of the lease agreement.
Revenue from the sale of goods is recognised when substantially allthe risks and rewards in those goods is passed to the consumer,
Revenue arising out of situati where the icipality acts as an agent on behalf of ancther entity (the principal) is limited to the anount of any fee or
commission payable to the municipality as compensation for executing the agreed services.

REVENUE FROM NON - EXCHANGE TRANSACTIONS
Revenue from non-exchange transactions are ions where the ipafity receives revenue and provide no or a nominal consideration directly in return.

Atransaction can be a combination of exchange and non-exchange transactions. in these instances the municipality determines what portion of the transactionis
an exchange transaction and what portion is a nol ¥ trar tionand thenr ise it separately.

Most non-exchange transactions that the municipality enters into involve stipulations on transferred assets are in terms in laws or regulations, or a binding
arangement, irmposed upon the use of a transferred asset by entities external to the municipality. Stipulations can either be in the form of conditions or inthe form
of restrictions. For both conditions and restrictions the municipality may be required to use the transferred asset for a far purpose. The icipality uses

i over formto ine whether a stipulation is a condition or restriction.

Revenue from public contributions and donations is recognised when all conditions associated with the contribution have been met or where the contribution is to
finance property, plart and equipment, when such itemrs of property, plant and equipment qualifies for recognition and first becomes available for use by the
municipality. Where public contributions have been received but the municipality has not met the related conditions, a defered income (liability) is recognised.

RECOGNITION

An inflow of resources from a non-exchange transaction, other than services inkind, that meets the definition of an asset are recognised as an asset when all of
the following criteria have been satisfied:

(a} When the resource is controlied by the entity as a resuk of a past event;

(b} It is probable that the future economic benefits or service potertial associated with the resource will flow to the municipality; and

(¢} The fair value of the resource can be measured refably.

An inflow of from a no transaction ised as an asset is recognised as revenue, except to the extent that a liability is also recogrised in
respect of the same inflow {which is the case when a stipulation is a condition).

Liatilities are recognised for conditions to be met which is attached to the transferred asset. The liability is discharged and revenue recognised as the conditions
are satisfied.

The municipality does not recognise service in - kind.

The municipality recognises

Grarts, transfers and donations received or receivable are recognised whenthe resources that have been transferred meet the critetia for recognition as an
asset. A corresponding liability is raised to the extent that the grant, transfer or donation is conditional. The liability is transferred to revenue as and when the
conditions attached to the grant are met. Grants without any conditions attached are recognised as revenue when the asset is recognised.
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14.4 MEASUREMENT
Noremonetary assets such as property, plant and equipment, investment property and inventory, acquired through a non-exchange transaction, are initially
measured at its fair value on acquisition date.
Monetary assets arising out of a contractual agreement, such as cash and receivables, are initialy measured at fair valte on acquisition date.
Revenue is measured at the amount equal to the increase in net assets {i.e. the net effect).

The amount recognised as a liability is the best estimate of the amount required to settle the present obligation at the reporting date.

Revenue from vat refunds is measwed at gross anmounts.

BORROWING COSTS

Borrowing costs that are directly atiributable to the acquisition, construction or production of qualifying assets are capitalised to the cost of that asset unless itis
inappropriate to do so. The municipali ceases the itali of borrowing costs when substartially all the activities to prepare the asset for its intended use or
sale are complete. It is considered to italise berowing costs where the ink between the funds borrowed and the capital asset acquired cannot be
adzquately established. Borrowing costs mcurred other than on qualfying assets are recognised as an expense in surplus or deficit when incured.

EMPLOYEES BENEFITS

16.1 SHORT-TERM EMPLOYEE BENEFITS
The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paid vacation leave and sick leave, bonuses, and
non-monetary benefits such as medical care), are recognised in the period in which the service is rendered.

The expected cost of compensated absences is recognised as an expense as the employees render services that increase their entitiemert or, in the case of non-
accumulating absences, when the absence occurs,

The expected cost of bonus payments is recognised as an expense when there is a legal or constructive obligation to make such payments as a result of past
service or performance and the obligation can be estimated refiably.

Liabilities for short-term employee benefits that are unpaid at year-end are measured at the undiscounted amount that the municipakty expects to pay in exchange
for that service and had accumulated at the reporting date.

16.2 POST- EMPLOYMENT BENEFITS

16.2.1 DEFINED CONTRIBUTION PLANS
Adefined contribution plan is a plan under which the nunicipality pays fixed cortributions into a separate ertity. The

16.2.2 DEFINED BENEFITS PLANS
Adefined benefit planis a post-employment benefit plan other than a defined contribution plan. It defines an amount of benefit that an employee will receive on
retiremant, The nunicipality's net obligation in respect of defined benefit plans is calculated separately for each plan by estimating the amount of future benefits
that erployees have earned in return for their service inthe current and prior periods. These benefits are discounted to determine its present vakie. The amount
recognised inthe statement of financial position represents the presert value of the defined benefit obligation as adjusted for unrecognised actuariat gains and
losses and unrecognised past service costs, and reduced by the fair value of plan assets.

The discount rate is the yield at the reporting date on AA credit-rated bonds that have maturity dates approximating the terms of the municipality’s obligations and

that are denominated in the same currency in which the benefits are expected to be paid. The calculation is performed annually by a qualified actuary using the

projected unit credit method. When the calculation results in a benefit to the municipality, the recognised asset is limited to the totalof any unrecognised past

service costs and the present value of economic benefits available in the form of any future refunds from the plan or reductions in fiture contributions to the plan. In

order to calculate the present value of economic benefits, consideration is given to any minimum funding requirements that apply to any plan inthe municipality. An
ic benefit is ilable to the ici if it is realisable duing the ife of the plan, or on settiement of the plan liabilities.

The expected cost of bonus payments is recognised as an expense when there is a legal or constructive obligation to make such paymerts as a result of past
service or performance and the obligation can be estimated reliably.

When it is virually certain that another party will reimburse some or all of the expenditure required to settle a defined benefit obfigation, the right to reimbursement
is recognised as a separate asset. The asset is measured at fair value. In all other respects, the asset is treated in the same way as plan assets. The expense
relating to a defined benefit plan is presented as the net of the amount recognised for a reimbursement.

When the benefits of a plan are improved, the portion of the increased benefit relating to past service by employees is recognised in surplus or deficit on a straight-
line basis over the average period until the benefits become vested. To the extent that the benefits vest immediately, the expense is recognised immediately in
surplus or deficit,

16.2.3 OTHER LONG - TERM BENEF[TS PLANS
Long service awards are provided to employees who achieve certain pre-detemmined milestones of service within the municipality.

The municipality’s net obligation in respect of long service awards is the amount of future benefit that employees have eamed in return for their service in the
current and prior periods. The benefit is discounted to determine its present value ard the fair value of any related assets is deducted to detemmine the net
abligation.

The discount rate is the yield at the reporting date on AA credit-rated bonds that have maturity dates approximating the terms of the municipality's obligations. The
calculation is performed using the projected unit credit method. Any actuarial gains and losses are recognised in surplus or deficit in the period in which they arise.



20

21

22

ILEMBE DISTRICT MUNICIPALITY
SUMMARY OF SIGNFICANT ACCOUNTING POLICEES
Forthe period ended 30 June 2021

16.2.4 TERMINATION BENEFITS

Termination benefits are recognised as an expanse when the municipality is committed demonstrably, without realistic possibifty of withdrawal, to a formal detailed
planto either terminate employment before the normal retirement date, or to provide termination benefits as a result of an offer made to encowage voluntary
redundancy . Termination benefits for voluntary redundancies are recognised as an expense if the municipality has made an offer of volurtary redundarcy. itis
probable that the offer will be accepted, and the number of acceptances can be estimated relfiably. If benefits are payable more than 12 morths after the reporting
period, then they are discounted to their present value.

VALUE ADDED TAX (VAT}

The municipality accounts for VAT on the cash basis. The municipality is liable to account for VAT at the standard rate (15%) in terms of section 7 (1) (a) of the
VAT Act in respect of the supply of goods or services, except where the supplies are specifically zero-rated in terms of section 11, exempted in terms of section 12
of the VAT Act or is out of scope for VAT purposes. The municipality accourts for VAT on a morthly basis.

IMPAIRMENT OF ASSETS

Primary objective for cash generating assets is o generate a commercial retum and the primary objective for non- cash generating asset is service delivery. The
municipality uses the following sets of questions as a criteria to distinguish between cash generating and non-cash generating assets:

{a) Was the asset acquired to generate a commercial return?

{b) Does the asset operate independently from other assets?

{c) Does the asset generate cash flows independently fromother assets?

lfthe answer is yes to all of these questions, then the municipality accounts for the asset as a cash generating asset. If the above criteda is not met, the
rrunicipality accounts for the asset as non-cash generating asset.

The municipality assesses at each reporting date whether there is any indication that an asset may be impaired. [f any such indication exists, the municipalty
estimates the recoverable service amount of the asset.

imespective of whether there is any indication of impairment, the municipality also:
- tests intangible assets with an indefinite useful life or itangible assets not yet available for use for impairment annually by comparing its carrying amourt with its
recoverable amount. This impairment test is performed during the amnual period and at the same time every period.

if there is any indication that an asset may be impaired, the recoverable service amourt is estimated for the individual asset. If it is not possible to estimate the
recoverable service amount of the individual asset, the recoverable service anount of the cash-generating unit to which the asset belongs is determined.

The recoverable service amount of an asset or a non - cash generating unit is the higher of its fair value less costs to selland its value in use. The recoverable
carrying amount is higher of its fair value less costto sell and its value in use.

Value in use of a cash generating asset is determined as the presert value of the estimated future cash flows expected to be derived from the continuing use of an
asset and from its disposat at the end of its useful bfe. Value in use of a non cash generating asset is determined as the present value of the asset's remaining
service potential.

If the recoverable service amount of an asset is less than its canying amount, the carrying amount of the asset is reduced to its recoverable service amourt. That
reduction is an impainment loss.

Animpairment foss of assets carried at cost less any accumulated depreciation or amortisation is recognised immediately in surplus or deficit. Any impairment loss
of a revalued asset is treated as a revaluation decrease.

An impairmert loss is recognised for cash-generating units if the recoverable service amount of the unit is less than the camying anpunt of the unit. The inpairment
ioss is allocated to reduce the carrying amount of the assets of the unit as follows:
- to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit.

The municipality assesses at each reporting date whether there is any indication that an impairment bss recognised in prior periods for assets may no longer exist
or may have decreased. I any such indication exists, the recoverable service amounts of those assets are estimated.

The increased camying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would have been determined
had no i it it loss been r ised for the asset in prior periods.

Areversal of an inpairment loss of agsets carried at cost less accumulated depreciation or amortisation is recogrised immediately in surplus or deficit. Any
reversal of an impairment bss of a revalued asset is treated as a revaluation increase.

RELATED PARTIES

The municipality operates in an economic sector currently dominated by entities directly owned by the iLembe District Municipality. As a consequence of the
constitutional independence of the three spheres of government in Sowth Africa, only ertities within the national sphere of government are considered to be related
parties,

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

Close members of the family of a person are considered to be those family members who may be expected to influence, or be influenced by, that management in
their dealings with the municipality.
Only transactions with related parties not at arm's length or not in the ordinary course of business are disclosed.

EVENTS AFTER REPORTING DATE

Everts after reporting date are those events, both favourable and unfavourable, that occur between the reporting date and the date when the financial statements
are authorised forissue. Two types of events can be identified:

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

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

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

The municipality will disclose the nature of the event and an estimate of its financial effect or a statement that such estimate cannot be made in respect of all
material non-adjusting events, where non-disclosure could influence the ecoromic decisions of users taken onthe basis of the financial statererts.

COMMITMENTS

ltems are classified as commitments when an entity has comitted itself to future transactions that will normally resull in the outflow of cash.

Disclosures are required in respect of unre ised contractual conmi ts.

C: i for which disclosure is y to achieve a fair presentation should be disclosed in a note to the financial statements, if boththe following criteria
are met:

- Contracts shouki be non-cancellable or only canceliable at significant cost (for example, contracts for computer or buikding maintenance services); and

- Contracts should relate to something other than the routine, steady, state business of the entity — therefore salary comnmitments refating to employment
g
Asegmert is an activity of an entity:
“that generates econorric benefits or service potential (inciuding economic benefils or service petential relating to transactions between activities of the same
entity);
“whose resulls are regularly reviewed by management to make decisions about resources to be aliocated to that activity and in assessing ils performance; and
..Tor whizh separate financial information is available.
Reportable segments are the actual segments which are reported on in the segment report. They are the seg identified above or
of two or more of those segments where the aggregation criteria are met.

ly an aggregation

Measurement

The armount of each segment item reported is the measure reported to management for the puposes of making decisions about allocating resources to the
segment and assessing its performance. Adjustments and eliminations made in preparing the entity’s financial statements and afocations of revenues and
expenses are included in determining reported segment surplus or deficit only if they are included in the measure of the segment’s sumlus or deficit that is used by
rmanagement. Similarly, only those assets and §abilities that are includedin the of the segment’s assets and segmnent's Fabilities that are used by
management are reported for that segment. if amounts are allocated to reported segment surplus or deficit, assets or liabilties,

those amoaunts are allocated on a reasonable basis.

if management uses only one measure of a segment’s surplus or deficit, the segment’s assets or the segment's liabilities in i t per and
deciding how to alocate resources, segment sumplus or deficit, assets and liabilities are reported in terms of that measure. {f management uses nore thanone
measure of a segment's surplus or deficit, the segment’s assets or the segment’s liabilities, the reported measures are those that management beleves are

ok inedin d vath the t principles most consistent with those usedin ing the corresponding in the entity’s financial
statements.
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ILEMBE DISTRICT MUNICIPALITY
SUMMARY OF SIGNFFICANT ACCOUNTING POLICEES
Forthe period ended 30 June 2021

W AU U SeyliEInD
The municipality is organised and reports to management on the basis of major functiorial areas. The segments were organised around the type of service
delivered and the target market. Management uses these same segments for determining strategic objectives, Segments were aggregated for reporting purposes.

Information reported about these segments is used by management as a basis for evaluating the segments’ performances and for making decisions about the
alocation of resources, The disclosure of information about these segments is also considered appropriate for external reporting purposes.

Aggregated segments



ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2021

TRADE AND OTHER RECEIVABLES FROM
2 EXCHANGE TRANSACTIONS

Trade receivables

For the period ended 30 June 2021

Senvice debtors

Water and Sewerage
Direct Payments
Total
Other Receivables
Accrued interest
llembe Enterprise
Outstanding deposits
Sundry Debiors
Other debtors
Acknowledgement of debt
Vat receivable
Total other Receivables

Total Trade and other receivables

as at June 2020
Senvice debtors

Water and Sewerage
Direct Deposits
Total

Other receivables
Umngeni water debtor
Accrued interest
liembe Enterprise
Outstanding deposits
Sundry Debtors

Other debtors

Vat receivable

Other receivables

Total Trade and other receivabies

Summary of Debtors by Customer Classification

For the period ended 30 June 2021

Current (0 - 30 days)

31 -80 Days

61 -90 Days

91 - 120 Days

121 - 365 Days

+ 365 Days

Sub-total

Less: Allowance for impairment on receivables
Total debtors by customer classification

at 30 June 2020

Current (0 - 30 days)

31 -60 Days

61 - 90 Days

91 - 120 Days

121 - 365 Days

+ 365 Days

Sub-total

Less: Allowance for impaimnent on receivables
Total debtors by customer classification

Allowance for
Impaiment on

Gross Balances receivables Net Balance
R
549,648,889 {426,717,329) 122,931,560
(308,529) - (308.529)
549,340,360 {426,717,329) 122,623,031
2,358,864 - 2,358,864
289,556 - 288,556
5,371,075 - 5,371,075
10,741,158 (4,151,851) 6,589,308
98,098 - 98,098
25,832,961 - 25,832,961
44,691,712 -4,151,851 40,539,861
594,032,072 {430,869,180) 163,162,892
410,497 493 (309,124,103) 101,373,390
(1.310.578) (1,310.578)
4091 86£1 6 {309,124,103) 100,062,812
4,068,026 - 4,068,026
456,237 - 456,237
1,200,644 - 1.200,644
5,764,743 - 5,764,743
10,329,682 (4,151,851) 6,177,831
30,733,223 - 30,733,223
52,552,555 (4,151,851) 48,400,704
461,739,471 (313,275,954} 148,463,517
Residential Industrial/ National and
Commercial Provincial
Govemment
R R R
17,372,255 4,383,189 2,758,723
15,637,073 1,736,150 2,125,833
15,403,052 1,389,022 1,945,897
13,049,973 1,378,123 1,302,201
13,214,190 1,072,001 1,083,953
428,273,825 10,768.517 16.744.914
502,950,368 20,737,002 25,961,520
(409.820.153) {16,887.177) :
93,130,215 3,822#&25 25,961,520
14,023,704 5,209,320 1,797,136
11,801,205 1,088,654 835,177
10,615,206 688,011 532,835
14,507,261 604,941 437,107
10,168,571 456,035 464,630
319,143,178 7.888.955 10,235,578
380,259,116 15,935,915 14,302,463
(298,690,390} (12.433,713) -
83,568,726 3,502,202 14,302,463
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ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2021

2021 2020
R R
Restated

Water and Sewerage: Ageing

Current (0 - 30 days) 24,514,166 21,030,160
31-60 Days 18,499,055 13,725,036
61-90 Days 18,747,971 11,836,052
91-120 Days 15,730,207 15,549,298
121 - 150 Days 15,370,144 11,088,236
+ 365 Days 455787 255 337,267,711
Total 549,648,889 410,497,433

ciliati f the doubtfy t provisi

Balance at beginning of the year (309,047,297) (250,342,015}
Contributions to provision VAT inclusive - (120,402,742) (110,077,379}
Bad debts recovered/ Consumer Accounts Adustments 412,887 {4,825,445)
Doubtful debts written off against provision 2,319,813 56,197,542
Balance at end of year (426,717,328} (309,047.297!
Contributions to provision exiuding VAT (104,698,036) -

Value Added Tax

The Municipality is on a payment basis in terms of submission of VAT Returns to the South African
Revenue Services (SARS). However, since the Municipality is on the accrual basis of accounting,
Output VAT Accrual is raised when a transaction relating to the sale of water, rendering of sanitation
services or any other sundry income transactions occur. Similarly, Input VAT Accrualis raised when
suppliers and/or service providers invoices are processed.

The Output VAT Accrualis cleared when monies in respect of billed income is received by the
Municipality. The Output Accrual in respect of billed income where monies for such billed incomee is not
yet received by the Municipality remains as balances in the Output VAT Accrual The portion of Output
VAT that is proportionate to the payment received is moved into the VAT Control Account.

The Input VAT Accrual is cleared when monies in respect of invoices for goods supplied and/or
services rendered are paid through the Municipaity's Cash Book system, The portion of Input VAT that
is proportionate to the payment made out of the Municipality's Cash Book is moved into the VAT
Control Account,

Where the balance of Output VAT due 1o be payable to SARS exceeds the input VAT claimable, the net
position of the VAT Controf Account becomes a net "Payable”. If, however, the Input VAT due to the
Municipality exceeds the Output VAT due to SARS, the net position of the VAT Cortrol Accourt
becomes a et "Receivable™.

As the Municipality will from time to time make an assessment on the collectibility of billed income
overtime and raise the necessary provisions to impair a portion of dekt that is considered uncollectible,
such debt impairment takes inte account the VAT portion which is part of outstanding debt at the time of
assessment. Similarly, such Ouput VAT Accrued should be impaired accordingly.

At 30 June 2021, the Municipality had a balance of Outpit VAT Accrual ampunting to R72 007 268.16
relating to current and historically billed income. Over the years when collectibilty of consumer debt
was assessed and such uncollectibe debt impaired, the VAT implications were not idered, resulting
irto accurulation of the Output VAT Accrual over time. This error was only corrected during 2020/21
reporting year. This resuted into the comrection being splt into two, namely cormecting the implications
of VAT in the current year movement of Debt Impainment and Correction of Prior Year Errors being

NARRATIVE INFORMATION PROVISIONS VAT IMPLICATIONS
Cummulative Provison for Debt Impairment - 30 June 2020 {ir 309,053,911.00

Cummulative Provision for Debt impairment - 30 June 2020 (E 268,742,531.30

VAT Adjustment - 30 June 2020 (at 15%) 40,311,37¢.70 40,311,379.70

Prowsion for Delbt Impairment - 30 June 2021 {Inclusive of VA 120,402,741 .81

Prousion for Debt Impairmert - 30 June 2021 {Exclusive of V/ 104,698,035.36
VAT Adjusiment - 30 June 2021 {at 15%) 15,704,706 45 15,704,705.45
VAT PROVISION ON DOUBTFUL DEBTS 56,016,085.15

DETAILED VAT ANALYSIS

June 2021 VAT Claim{Per SARS VAT Return) 7,078,213.06
input VAT Claimable (Not included in June 2021 SARS VAT Retum) 1,821,45812
input VAT Claimable {Accrued Creditors Invoices payable during 2021/22 Fin Yt 32,924,473.03
Sub-Total Input VAT Claimable 41,824,144,21
Add VAT Claims Disallowed by SARS 5,295,596.84
Sub-Total [nput VAT 47,119,741.05
Less VAT Clains Disallowed by SARS (Written Off Against Accumulated Surplu -5,295,596.84
NET Input VAT Claimable 41,824,144,.21
Output VAT on Consumer Biling - Opening Balance as at 01/07/2021 -35,738,238.97
Output VAT on Consumer Biling - Movement During 2020/2 1 Financial Year -36,269,029.19
Sub-Total Output VAT -72,007,268.16
Less VAT Provision on Doubtful Debts 56,016,085.15
NET Cutput VAT Payable -15,591,183.01
NET VAT RECEIVABLE / (PAYABLE}) 25,832,961.20
e,
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2021 2020
R R
3 CASH AND CASH EQUIVALENTS

Cashand cash equivalents consist of the following:
Petty cash and cash on hand 44,000 44,000
Bank statement balance 202,990,987 226,312,371

203,034,987 226,356,371
The Municipality has the following bank accounts: -
Water Bank Account
ABSA Bank Account - Durban Branch
Account Number 4057878321 - Current Account
Cash book balance at beginning of year {483,304} 16,341
Cash book balance at end of year 15,341 (463,304)
Bank statement balance at beginning of year 658,298 2,802,188
Bank statement balance at erd of year 160,194 658,298
Salaries Bank Account
First National Bank - Durban Branch
Account Number 62006302385 - Current Account
Cash book balance at beginning of year 107.698 608,944
Cash book balance at end of year 59,891 107,698
Bank statement balance at beginning of year 2,272,594 613,044
Bank statement balance at end of year 116,010 2,272,594
Main Bank Account
First National Bank Account - Durban Branch
Account Number 50851211546 : Cumrent Account
Cash book bafance at beginning of year {14,579,766) 11,351,214
Cash book balance at end of year 17,576,375 {14,579,766)
Bank statement balance at beginning of year 8,391,149 11,412,206
Bank statement balance at end of year 17,581,495 8,391,149
Revenue Bank Account
First National Bank - Durban Branch
Account Number 62409366722 : Current Account
Cash book bafance at beginning of year 13,975,078 23,213,488
Cash book balance at end of year 8,970,755 13,975,078
Bank statement balance at beginning of year 13,387,106 20,160,326
Bank statement balance at end of year 8,843,479 13,387,106
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Projcts Bank Account

First National Bank - Durban Branch
Account Number 62046718641 - Current Account

Cash book balance at beginning of year
Cash book balance at end of year

Bank statement balance at beginning of year

Bank statement balarce at end of year

ENB Sub-Main
First National Bank - Stanger Branch
Account Number 62824322862 : Current Account

Cash book balance at beginning of year
Cash book balance at end of year
Bank statement balance at beginning of year

Bank statement balance at end of year

Irter Bank Transfers

investment Current Account

ABSA Bank Account - Durban Branch
Account Number 9114541258 : Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
FNB Bank Call Account -
Business Nstd : 62129309937 Call account-

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
FNB Call Account -
Account Number 61085067083 - Call Account

Bank statement balance at the begining of the year
Bank statement balance atthe end of the year

Investment Current Account
First National Bank Account - Durban Branch
Account Number 62758088746 : Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
First National Bank Account - Durban Branch
Account Number 62773448462 : Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

nv esf rrent Account
First Netional Bank Account - Durban Branch
Account Number 62773447729 : Call Account

Bank statement balance at the begining of the year
Bank statement balance atthe end of the year

Investment Current Account
First National Bank Account - Durban Branch
Account Number 62773446929 : Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
First National Bank Account - Durban Branch
Account Number 62773448965 : Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
First National Bank Account - Durban Branch

Account Number 62773451366 : Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
First National Bank Account - Durban Branch
Account Number 62796879206 : Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

nvestment Cyrrent Account
First National Bank Account

Account Number 62905591170 : Call Account

Bank statement balance at the begining of the year
Bank statement balance atthe end of the year

A t Current ount
INVESTEC FIXED

2021

(60,192,071)
32,717,597

9,385,846
32,717,638

500,143
-11,386,711
506,476

325126

507

22969 811
7722 652

46875 334
267 424

2410 998
2877 337

161 104
475 821

1363
9229

716 640
172127

9278 052
7,043,649

39856777
44,685,728

3684 389

1044 491

2020

745752
(60,192,071)

745752
9,385,846

500,143

506,476

535
507

38 816 243
22969 811

5044 344
46 875 334

22723
2410998

57 224
161 104

48 568
1363

681417
716 640

4220 983
8278 052

26 056 862
39 856 777

3474702
3684 389
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Specify (INVESTEC BANK (1100435877503):Call
Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

lnvestment Current Acgount
First National Bank
Account Number 62313562309 : Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
First National Bank Account - Durban Eranch
Account Number 62896350817 : Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Inv. t Current Account
First National Bank Account - Durban Eranch
Account Number 62905593837 : Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
First National Bank Account - 32 Day Flexi Notice
Account Number 74905604134 :

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
First National Bank Account
Account Number 62805587806 : Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Investment Current Account
First National Bank Account
Account Number 62905590007 : Call Accoumt

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

2021

1399 624

47395 538
401 046

36 805 325

103 184

17 698 989

1295 470

685 984

31

2020

1322023
1399 624

59 179 672
47 395 538



ILEMBE DISTRICT MUNICIPALITY - DC29

NOTES TO THE FINANCIAL STATEMENTS

For the period ended 30 June 2021

Investment Current Account
First Nalional Bank Account - Durban Branch
Account Number 62828232520: Call Account

Bank statement balance at the begining of the year
Bank statement balance at the end of the year

Petty cash and cash on hand

Total investments

Bank Statement Balance

Cash book balance at beginning of year

Cashbook balance atyear end

4 INVESTMENT IN CONTROLLED ENTITY
investments in cotrolled] ertity - Enterprise llembe Development Agency

% Holding
Crdinary Share: 100 @ R1 each

5 INVENTORIES

Opening balance of inventories:
Consumable stores - at Net Replacement Cost
Prior period adjustment

Water

Receipts {(Acquisitions)
Consumable stores
Water

Issued (expensed):

Consumable stores

Water

Write-down / {reversal of write-down) to Net
Replacement Value {NRV) or Net Replacement Cost
{NRC):

Consumable stores

Water

Closing balance of inventories:
Consumable stores
Water

There is no inventory pledged as a security for Hability.

6 NON-CURRENT RECEIVABLES

Staff Debtors
Courxillor A Baardman Salary Overpayment
Total

Staff debtors relate to bursaries granted to certain staff
members as part of a bursary scheme approved by
councitin previous financial years.

2021

18 960 766
21958 589

44,000
143,247,046
59,743,942

(80,608,221)

2020

16 960 76(;
44,000
191,710,903
34,601,469

35,978,739

47,997,249 (60,608,221}
100 100
100% 100%
10,533,659 9,565,378
8,500,382 8422517
294,393 -
1,338,883 1,142 800
237,546,840 219,150,108
8,973,506 | 12,614,781
228573434 206,635,327

{236,851,104)

(219,014.510)

9,686,489 12,575,266
227,164,615 208.439,244
{340.811) 538,292
340,811 | 538,292
10,888,684 10,239,265
8,140,982 8,900,382
2,747,702 1.338,883
840,754 333518
239,783 274763
1,080 517 608,281
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ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2021

11 HERITAGE ASSETS

11.1 Reconciliation of carrying value

As at 1 July 2020
Cost
Accumulated impairment losses

For the period ended 30 June 2021
Cost
Accumulated impairment losses

11.2 Reconciliation of carrying value

as at July 2019
Cost
Accumulated impairment losses

as at June 2020
Cost
Accumulated impairment losses

The nature of the heritage asset the municipality has is Mayoral chain.
This asset is not pledge as security for liabilities.

Mayoral Chain Total
R
205,578 205,578
205,578 205,578
205,578 205,578
205,578 205,578
Mayoral Chain Total
R R
205,578 205,578
205,578 205,578
205,578 205,578
205,578 205,578
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ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2021

12 INTANGIBLE ASSETS

Computer Software Total
12 Reconciliation of carrying value Licenses
R R
As at 1 July 2020 4,329,243 {100,141) 4,229,101
Cost 8,896,076 6,513,192 15,409,268
Prior year error (Cost) - - -
Accumulated amortisation and impairment losses (4,566,834) (6,613,333) (11,180,166)
Acquisitions 3,782,106 | - 3,782,106
Other Movements - - -
Amortisation (812,061) (932,469) (1,744,531)
Carrying value of disposals - (11,789) (11,789)
Cost - (806,352) (806,352)
Accumulated amortisation - 794,563 794,563
For the period ended 30 June 2021 7,299,288 (1,044,400) 6,254,888
Cost 12,678,182 5,706,840 18,385,022
Accumulated amortisation and impairment losses (5,378,895) (6,751,239) (12,130,134)
12 Reconciliation of carrying value
Computer Software Total
Licenses
R R R
As at 1 July 2019 5,295,339 798,879 6,094,218
Cost 8,896,076 6,513,192 15,409,268
Prior year emror (Cost) - - -
Prior year emror (Amortization) - - -
Accumulated amortisation and impairment losses (3,600,737} (5,714,313) (9,315,050)
Acquisitions - - -
Other Movements - - -
Amortisation (966,096) (899,020) (1,865,116)
Carrying value of disposals - - -
Cost -
Accumulated amortisation -
Impairment loss/Reversal of impairment loss - - -
Transfers - - -
Other movements - - -
As at 30 June 2020 4,329,243 (100,141) 4,229,101
Cost 8,896,076 6,513,192 15,409,268
Accumulated amortisation and impairment losses (4,566,834) | (6,613,333) (11,180,166)
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ILEMBE DISTRICT MUNICIPALITY - DC23
NOTES TO THE FINANCIAL STATEMENTS
For the pariod ended 30 June 2021

13 TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS

R

=

Trade ereditors
Consumer deblors vith credit balances
llembe Enterprise

Saff isawe accrual
Ouztanding Paymenis
/D Cheques

Creditors Accruals

Oter creditors

134 Cheque

Consumer water deposits
Total creditors

The fair \alue of tade and other payables appronmstes therr carrying amounts

TRADE AND OTHER PAYABLES FROM NON-EXCHANGE TRANSACTIONS

Unspent Conditional Grants and Receipts
Provincial Townchip Establishment

NG

RBIG

Water Senices Infrastrusture Grant
Municipal dizaster rehe!

RuralRoad Astet Management System Grant
Speciatised fire and resue wehicle

Municipal Infrastructure Grant

Energy Efficiency and Demand-Side
Develbpment planning & servces

KZN COGTA satelitie imagery

KZN COGTA spabal deselopment

Total Unspent Conditional Grants and Receipts

Non-curtent unspent conditionat grants and receipts
Current portion of unspent conditional grants and receipts

See Note 21 for reconciliation of grants and receipts Thess amounts are insested in ring-fenced bank accounts unti ubhsed

BORROWINGS
Devebpment Bank of South Africa
ABSA

Less : Current portion transforred to current lisbllites
Development Bank of South Africa

ABSA

Non current portion of borrowings

Development Bank of South Africa

0% oM
2021 2020
R R
Restatod
43344274 55,640,165
14351157 11.745.621
1418082 -
17,184,921 15.701.845
121079580 94,927,357
38681 38881
46.889 675 31,730,136
36,165,088 29.562.502
8.774.705 6051583
5720671 5558653
183,995,695 251,956,544
1044385 1,103,569
- 8,795,480
0 9.596.561
- 506,000
- 153711
200,161 2.000.000
- 14,872,511
972,287 3,358.134
- 364,027
- 1.000.800
- £04,57%5
2,216,844 40,854,569
2.216.844 40,854,560
33,183,940 38225417
33,183,940 38,226,417
7.006397 5042476

7.006.397 5.042,476

26177.543

33,183,941

R %14 L IR L2

Bear interest st rates between 9 02% and 11.04% per annum and are repayzble every six manths with the fast repayment due on 30 September 2025

LEASES

FINANCE LEASE LIABILITY

Present value

For the poriod anded 30 June 2021 Minimum lease Future fnance Future other of minimum
charges charges charges tease paymonts

Amounts payablo under finance leases R R R [

Within one year 30.267,440 2,500,898 9047.243 18,710,298

Within two 1o five years 21,132,219 745 539 6102188 14,284 493
51,395,650 3,255,437 15,149,431 32,994,791

Less: Amount due for setfement within 12 monthz (current porf 30,267 439 .87 2,500,898 §047,243 18,710,298

T ageas

The finarce lzate balance includes vehicles and computers

“The tease for computers equipment are ublised i the course of performing he Mumicipality's powers. and functions.

Computer equipment izazes are for three years The interest rate charged jsinked to the prime rate The leazes are repaid monthly and inclide maintenarce and

insurance At termination of the leases the computer equipment revert to the lessor

Vetucle Finance leases expire on separate dates, the last date beng 30 Sepember 2023 Theinterestraie charged is knked to the pnime rae

Present valuo

as at 30 June 2020 Minimum lease Future finance Future other of minimum
payment charges charges tease payments
Amounts payable under finance leases [} ) R
Within one year 25.535.631.20 3,320,879 7.760.528 14,446,227
Within twe to five years 38,265 183 86 2,084 456 11.685 640 24 495 098
63,804,815 5,414,326 19,446,164 38,941,325
Less: Amount due for setfement within 12 months (current porton) 14 448,227

24,485,098
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ILEMBE DISTRICT MUNICIPALITY - DC2%
NOTES TO THE FINANCIAL STATEMENTS
For the period endad 30 June 2021

DM oM
2021 2020
R R
OPERATING LEASES
Operating Leass as Lessoo
Atthe reportng date the has under operatng leases fall due as foliows
The lease was negobated for penods ranging from 01 March 2019 months to 28 February 2022 for printing machines The rentals
escalaton wi be 10% on the Annusl Anniveszary of the contract
The second contract was negotiated for penod raging from 1 April 2021 fo 31 March 2024 for scanners machines  The rentals
escalation wil be 10% on the Annual Anniessary of the contract
Withn one year 1732146 2168137
In the second to ifth year inclsie 927950 722712
After five years
Total 2,660,107 2,890,849
Operabing lease payments represent rentals payable by the municipaity
SERVICE CHARGES
Sale of water 190,697,184 145,034,920
Sewsrage and sanitshon charges 52.245,963 42 404 054
COVID 18 - Resenue Forgone (734,142)
Resenue Forgane {1,263.363) (1.352.633)
Yotat Service Charges 240,945,662 186,086,350
Sale of water 15 broken down into prepaid safes and comentonal meters water sales
17.1 Sale of Water
Prepaid water sales 11,602,202 13,994,889
Convenyonal msters water sales 179084 582 131,040,040
190,697,184 145,034,929
Revenue Forgone (1.415.704) (720,012}
Total Water Sates 189,281,479 144,314,917
INTEREST EARNED - BANK BALANCES
Intereat on Bank Accounts 1369712 3.279.267
Short Tem Invesments and Cal Accounts 9014348 12.800.563
10,384,060 16,169,830

INTEREST EARNED - QUTSTANDING RECEIVABLES
interest on debtors 41,232,800 31,815,326

GOVERNMENT GRANTS AND SUBSIDIES

Oporational Grants

Equitable share 633,119,000 516.503.000
WSIG 26.461,486 9,999,700
Municipal Infrastructure Grant 21,016,999 30,645,138
Ofier Government Grants and Subsidies 14,352,462 10,230,984
Capital Grants

wSIG 48,535.074 90,383,073
Municipal Infrastructure Grant 182.751.513 147,078,350
Otier Government Grants and Subsidies 6.795.480 52,390,608

Total Government Grant and Subsidies 933.032.014 857,200,853



ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2021

oM DM
2021 2020
R R
21.1 Equitable Share
Bafance unspant at beginning of year - -
Current yoar receipts 633,119,000 516,503,000
Condiions et - vansferred o revenue (633.119.000) (516.503.000)
21.2 Municipd Infrastructure Grant
Balance unspent at beginning of yoar 14872511 .
Current year receipts 188,896.000 192,595,000
Condtions rmet - tansferred to revenue - OPEX (21.016.599) (30.645.138)

Condtions mst - vansferred to revenue - CAPEX
Adustments and Trensfers
Conditions Mot

21.3 MASSIFICATION GRANT

(182.751,513) (147,078,350}

- 14,872 514

Balance unspont at beginning of year [ 830507
Curent year receipts
Condizans met - yanzfered to revenue . (830.5%97)
Adustments and Transfers -
Conditions. met ] )
21.4 REGIONAL BULK HNFRASTRUCTURE GRANT - LTBWSS
Balance unspent at beginning of year 6795480 23.264.491
Current yeat receipts - 35,000,000
Conditions et - tansferred t revenue (6,795.480) {61.580.011)
Adustments and Transfers - -
Conditians Mat 6795480

21.5 RURAL TRANSPORT SERVICE

Balance unspent at beginning of year 153,710 66 .
Current year receipts 2.201,000 2,406,000
Condtons met - bansferred to revenue (2.291.000) (2.252.269)
Adustments and Transfers -153.711

Conditions mat

21.6 WATER SERVICES INFRASTRUCTURE GRANT

153,711

Balance unspent at beginning of year 2,996,561 51,324,569
Current year receipts 65,000,000 62,000,000
Conditions met - ransferred io revenue (74,998,561) {100.352.773)
Adgustments and Transters (2975265}

Conditions met

21.7 PROVINCIAL TOWNSHIP ESTABLISHMENT

9,996,561

Baiance unspent at beginning of year 1,103,569 1,200.000
Current year receipts . .
Conditons met - ransferred to revenue (59.174) (96.431)

Adjustments and Transfers
Conditions stilf to bo mot + romain in Kablktics (see note 14)

21.8 ENERGYEFFICIENCY AND DEMAND-SDE

Adsustments and Transfers
Conditions met

21.14 SPECIALISED FIRE ARD RESCUE VEHKLE

1,044,395 1,103,569

Balance unspent at beginning of year 3,366,134 .
Current year receipts 700,000 8,000,000
Conditionz met - bansferred to revenus (2.487,847) (4.631.886)
Adustments and Transfers (608.000) -
Conditions stitl 1o be met - remain in kablities (sse note 14) PERBEYE WREEE 3.366,133.97
21.00 FINANCIAL MARAGEMENT GRANT
Balance unspont at beginning of year - -
Current year receipts 1,000,000 1,000,000
Conditonz met - vansferred o revenue (1.000.000) (1,000,000)
Adjustments and Transfers -
Cenditions mat - B
2110 EXPANDED PUBLIC WORKS PROGRAMME
Balance unspent at beginning of year - .
Current year receipts 4.746,000 2.019.000
Condtions met - ransferred to revenue {4.746,000) {2,019,000)
Adustments and Transfers - =
Conditions met - -
21.11 DEVELOPMENT PLANNING & SERVICES
Balance unspent at beginning of year 354,027 -
Current year receipts - 550,000
Conditions met - fransferred to revenue (354.027) (185,673)
Aduttments and Transfers -
Conditions met - transferred to revenus 54,627
21,12 K2 COGTASPATIAL DEVELOPMENT
Balance unspont at beginning of year 604,575 -
Current year receipts 650.000
Conditons met - ransfered o revenue (604.575) {45.425)
Adjustments and Transfers -
Conditions met - transferred to revenue §04,575
21.13 KZN COGTASATELITTE MAGERY
Balance unspent at beginning of year 1.000,000 -
Current year receipts 1,000,000
Conditions met - transferred to revenue -

{1.000,000)

Balance unspent at beginning of year 2000000 -
Current year receipts . 2,000,000
Conditions met - transferred to revenue (1.799.829) -
Adustments and Transfers - -
Conditions sthto be met - remaln In Habikties (see note 14) 700,161 2,080,000

21,45 MUNICIPAL DISAS TER RELIEF - COVID 19
Balance unspent at beginning of year 565,000 [
Current year receipts 595,000
Conditions met - ransferred to revenue - -
Adustments and Transfers {506,000
Conditions mot o 535,000

21.16 MUNICIPAL ENTITY GRANT
Balance unspent at beginning of year . -
Current year receipts 6.000.000
Grant transferred to Enterprize iLembe {6.000,000)

Adustments and Transfers
Conditions mat - transferred to revenue

<



ILEMBE DISTRICT MURICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2021

22 OTHER MNCOME, PUBLIC CONTRIBUTIONS AND DONATIONS

22 Other income
Tender Documents
Charance cerificates
Prae devebpers
Siza Wakr Conceszion
Shared Service
Enemprize llembe
LG Sela Income
Bad cebt {Air vahe instatiaton,C Admemist atve

22.4 Flnes and Penalties

Hiegal Connections
Water Tampening
Atmospheric Emission
Licences and Permits
Disconnections

22.2 Public Contribiuttions and Donations
22.2.1Donations

Transport
Machinery
Resenoir

These assets were received from KwaZulu Natal Department of Coorporatve Gowernance Tradtional Affarrs in a form of donaton in
arder for the Accounting Officer b fulfit Operaton Kwawleza programmme

DM DM
2021 2020
[ R
499,350 342,955
3608,153 1.781.768
- 550.057
1935670 2,804,362
1,165.350 2382111
208,427 343,708
535847 138,685
8043807 £.343.645.
st Remerts
- 8111
53767 72496
- 42280
1355 2290
55422 125,187
- 343307
- 9.207.385
. 1383446
- 14,024,137
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WEMBE DISTREET MUNICIPALITY - DC28
NOTES TO THE FINANGIAL STATEMENTS
For the period anded 30 June 2021

oM (2]
2021 2020
R R

EMPLOYEE RELATED COSTS
Enmployee related costs - Salanes and Wages 147 475,751 134,103 260
Employee related costs - Contributons for UF, pensions and medca ads 32882301 29,764 749
Travael, motor car. 5028831 5,218,531
Housing benefits and alowances £97.806 616,020
Orertme payments 3221128 3606074
Performence and obher boruses 11578.855 10.050.142
Long-senice awards 2010168 1.041.677
Telephone Akowance 1.469.654 1.445.448
Payments in keu of Leawe 3582940 2,587,037
Nen-Pengonable Alowance 74939860 7842512
Oter employee refated costs 11,943,933 8,202,107
Employes Related Costs 227,296,445 204,434,585

There were 1o adwances to employees

inckuded in salanes snd wages balance is the amount of RI28 844 95 spenton COVID-19 empioyes related cont

Senior Management 5339772 3,948 222
Municipal Staff 218,176,156 200,548 353
Total 223,515,928 204,404,585
Remuneration of the Municipal Manager

Basic Salary 1314634 968,178
Bonus Provizon 76.640 61,552
Service-Related Bensfitc - -
Alowances 179,215 132.839
Bargaining Council 119 112
Group Life Inzurance - -
Pension 21326 91,326

Post-Petirement Benefit Medical
Post-Retrement Benefit Penson
PostRetrement Benelit Other Benefits
Unemployment insurance

Less: Costs Capitalised

Total

Remunaration of the Chief Financiat Officer

Basic Salary 130,263 1.030.263
Bonus Proviaon 55414 44332
Service-Related Berefits - -
Atowances 120,162 78013
Bargaining Council 119 112
Group Life Insurance - -
Penzion - -
Pest-Retrement Benefit Medical - -
Post-Retrement Benefit Pension - -
Post-Retirement Benefit Other Benefits
Unemployment insurance 1813 1,785
Less: Cotts Capitalised - :
Total TZ6T.7 71 1154504
Corporate Community
Remuneration of Individual Senlor Managers TOTAL Technical Services Services Service
[id R R
For the period anded 30 June 2021
Bazic Salary 1,818,252 385,334 692,378 740,540
Bonus Provsion 145,897 48,632 48,632 48,632
Servce-Related Benefits . - . -
Atowances 363,435 74.213 209.222 85,000
Barganing Coungil 267 50 118 99
Group Life Insyrance - - - -
Pension 120,853 25.807 105,046 -
Pest-Retrement Benefit Medical - - - -
Post-Retrement Benefit Pension - - - -
Post-Retrement Benefit Other Benefits - - - -
Unemployment insurance 4.249 921 1813 1516
Less Costs Capitalized - - - .
Total 2.467,953.6 T3.557 1.057.210 875,787
The position for Senior Manager Techricat Services was weant and Manager Teshnoical servces was appomted as acting Sentor
Manager Technical Services in accordance with actng alowance poicy The position of Sentar Manager Technical Sersices was
fited as per appointment leter. When the newly apported Senior Manager Technical Services was on matemily leave the District
engineer was appointed as an acing Senior Managst Technical Servces. The actng alovances are included in above note
R R 3 R
June 2020
Basic Satary 15850933 790.587.7 692,378 102.128
Bonus 778118 38,5059 38,505
Servce-Related Benefits - . -
Alowances 3362340 143,160 0 193,224
Bargaining Council 2237 111.8 112
Group Life Insurance - - -
Pension 161.9458 568099 105,046
Post-Retrement Benefit Medical - . -
Post-Retrement Benefit Pension . - -
Post-Retrement Benefit Oter Benefits - - -
Unemployment Insurance 35693 1,785 1785
Less: Costs Capitalized -627,1027 (627.103) -
Total 1.537,925.2 404 AT 1,031,850 102,128
REMUNERATION OF COUNCLORS
Mayor 1087787 1.087.797
Denuty Mayer 878,357 878,397
Speaker 565,167 586.810
Esecutive Commities 2181585 2286 155

Al Other Councidors 4,201 4 4
Total 8,921,386 8,877,406
MAYOR
Allowances and Service Related Bonefits
Basic Salary 732,898 732,808
Cel phone Aliowance 40,800 40,800
Market Related Non-Pensionable
Alowance 314,008 314,099

Traveling Afowance

Use of Personal Faciites
Socia Contributions

Medical Aid Benefis

Penzion Fund Contnbuions

Total 1,087,787 1,087,797

DEPUTY MAYOR

Alowances and Servics Related Benofits
Basic Salary 625,198 628.198
Celf phone Aliowance 40800 40.800
Housing Afowance - -
in-kind Benefits - N
Market Related Nen-Fensionable
Alowance 28,476 28,478
Motor Vehicie Allovance - -
Office-bearer Alowance - -
Out of pocket Expenzes - -
Traweling Afowance 180,923 180,823

Uze of Personal Faciktes
Social Contributions.

Medical Aid Benefits

Pension Fund Contribuions
Total

378,357 878,397
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SPEAKER
Alowances and Service Related Benefits

Basic Salary

Cet phone Allowance

Housing Afowance

In-kird Benefitz

Marke! Related Non-Pensionatle

Atowance

Motor Vehicle Allavance

Office-bearer Alowance

Outof pecket Expences

Traweling Alowance

Use of Perzonal Faciites
Socia Contributions

Hedical Aid Benefis

Fension Fund Conbibutons
Total

EXECUTIVE COMMITTEE
Atowances and Service Related Benefits
Basic Sdarv
Cet phone Allovance
Housing Atowance
Ir-kind Benefits
Market Related Non-Penzionable
Motor Vehicle ARowance
Office-bearer Alowance
Qut of pocket Expenses
Travelina Alowance
Use of Perzonal Faciftes
Socid Contributions
Medical Aid Benefis
Penzion Fund Contnbutons
Total

ALL OTHER COUNCILLORS

Afowances and Service Related Benefits
Bazic Sdar
Cell phone Allowance
Housno Aowance

In-tand Benefits

Market Related Non-Pensionable

Motor Vehicle Aiovance

Office-bearer Alowance

Out of pocket Exoenses

Traveling Alowance

Use of Personal Faciites
Social Contributions

Medical Aid Benefits

Pension Fund Contributons
Total

HLEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2021

DM DM
2021 2020
R R

565167 534.072
- 7818
- 13.883
- 31,235
565,167 586,810
1.443.560 60 1.531,288 00
119.000 00 122,400 00
264,705 50 267,876 58
23372500 240,627 98
120503 55 123,652 85
2653,402.85 2517.941 40
326,400 00 316,200 00
511,998 60 486,052 55
579,838 44 57983871
12821382

136793 76

The Mayor, Deputy Mayor, Speaker and Executive Committee Members are fub-ime  Each is provided with an cffice and secretarial support at the cost of he Council

The Mayor, Deputy Mayor and Speaker hawe use of the Councit awned vehicke for officiaidutes. The Mayor has 4 fulttme Protectors, and the deputy Mayor and Speaker

have fuli-tme Protectors

DEPRECIATION, IMPAIRMENT AND AMORTISATION EXPENSE

Depreciation

Impairment of Asset/Reversal
Intangible assets Amarisation

Total D and

128.864.428 109,147,083
426292 4,348,210
1744531 1865116

134,874,879 115,358,509

The ctreumstances under impatrment of Proprerty Plant and Equipment were
derived tivough verificaton and condibonal assesement of assets

FHNANCE COSTS

Borrowngs

Leases

Total Finance Costs

BULK PURCHASES

COVID 19 water buk purchase

Water
Total Bulk Purchases

146,422 6,455,184

12,423,300
216,150,134 206 635 327
228 573 434 206,635,327

e 225,373,434 F00,639,320..

The excesane increase in bulk purchases is due 1 the commissioning of Lower Thukela Buk Wakr Supply Scheme OF takes a5
weel a5 the effect of incorporatng the Spring Grove Capital Unit Charges which the municipality had to prowde for
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28 CONTRACTED SERVICES

Contracted services for:
Plant Hire 7074804 57,633,743
COVID-10 WATER TANKER HIRE 13,415,403 -
COVID - 16 Hygiene 816,572 1,487,914
Security 33.490.091 31,687,908
Gasevare system Azzizt ke 230.000
District Satielite Map 839,565
VIP Toilets Expenditure {MIG Operatonal) 18.275.551 34,850,068
RurafRoads Assets Systems Management Grant (RRAMS) Expenditire 2022945 1,958,512
Servics advizory - LGSETA 43478
Analyzis of water and effuen 5628395 5,455,888
Eedsm implemertation - retofit contrastor 599.795 4,263,679
Internal audit 59.603 81445
medical support hertage day - 4316
Hygiene serices 264977 187.089
Cleaning senices 241.046 354410
Consumer data apalytics 486,817 480,799
LM Support - 120,000
MSCOA CONSULTING FEES 374.000
Youth Programme 410785 164,634
EAP Staff Avwards Sownd 2500 -
EAP Counciling Referrals to Psycholagist 4425
Audit Commitice 206,771 155,613
Payrolf Support 24646 38,588
consuting asset managemant 328,741 537.608
Munsoft conzulting fees 257.425 637,500
Rizk management commitice 8640 6333
Medical eams 4660 11,550
Eedsm consuitng fees { eepibp) .
Implementation of an automated suppher inwice tracking 7S 99.965 129,600
Employee Vaccine & suneilance 39.200 111,000
Water conzervafon demand 23.000 988 33,251,310
Maphumido rasnfer and reg of indnddual sites grant - 94,157
Afs high level resiew - 150,000
Competency Assssements & Veting - 19,010
EEDSM Consultng fees { Project Planning ) - 139,684
EEDSM IMPLEMENTATION - Clean Energy Technologies 1563550
Spatial Dev Framework 525.717 39,500
Food Samplng 72,238 70839
Legal Fees 1013189 560,131
SALGA GAMES . -
Goiden game diztniot selectons -
Catering Services 275655 542,559
METER READING CONTRACTORS 200,920
New Meter Connecton 1,231,367 733,569
AIR QUALITY MANAGEMENT PLAN 357,004 132,141
SAGE VIP heense SLA 138,317 120,754
GOVID-19 ELECTRICAL REPAIRS 1541.306
Repaws and Maintenance Contracted 39.443 509 31.686.565

154,863,413

29 GENERAL EXPENSES
Included in genecal expenses are the folowing -
Advertsing 905,658 1.160,785
Auditfees 3,880,257 3620825
Bank charges 478,670 432,857
Bursaies 5441 15,000
Fuel and ol 18,090,834 11,021,056
insurance 4,874,341 4352674
Licence fees - wehicies 253,377 236,568
Membership fees 267,236 2.505.063
Postage 2285270 1.897.752
Prnting and statonery 201,590 168,178
Disazter Maragement 263.521 965,309
Property rates 622,340 556,167
Telephane cost 187.173 40.034
Training 424,976 28477
Travel and subsistence 2,106,235 2,011.539
Uniforms & oweralis 2642038 3,213,558
COVID 19 Pretectie clothing 84219 -
COVID - 19 UNIFORM 3812 -
Water and Sanitaton - Sizs Water Concassion area 6,580,443 1587.902
Ekectncity & Water 36,510,635 32,092,526
Local Economic Deselopment Progects (Entity tansfers) 35,357,211 32,523,074
COVID 19 RETICULATION MAINTENANCE 655,548
Consumables (Repairs and Maintenance) 5791,187.87 12,062,244
Operationat Cost (Repairs and Mamntenance) 8,630,381 5.357,100
Vehicle Hre 1,282,129 14,204,836
Specialized Fire Vehick 1,736,479 -
Oher 17.310.272 9.071,290
BTS2 R 3ATIE

The Municipaity have donated specialized fire \ehicle b Ndwedwe Local Municipality
Repairs and Maintenance

Repairs and Mainterance ts made up of the folowing

Genera! Expenditure {imventory Consumed) 15087.118 17,419,344
Contracted Senvces 40584 814 26.367 827
Total Expenditure on Repairs and Mantenance 56,071,931 A3 787471
Gainf{Loss) on sak of assets

(Lozs)/Gain on sale of assets {3.841.841) 220,829

Total Gain / {lozs) on sale of assets 3,841,941 220,829
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30 CORRECTION OF PRIOR YEAR ERRORS, CHANGE IN ACCOUNTING POLICY AND AD AISTHENTS
Property, plant and equipmant
Pricr yoar emor dopreciation
Trade and othor Recelvables from exchange transactions

VAT adjuztment
Accrued interest

Inventory
Stozk Adustments
Non-curront receivablos

Staff debl adustment relating to priar years
Trade and other Payables

Pricr yesr Policy amendements
Reversal of pricr year accrusls
Reveraal of prior year transactons

Oter

30.2 RECLASSIFICATIONS

iLembe enterprise prior year balance classified under paysbles has boen as Other from T

llernbe Erterprize 1092783
FINANCIAL LIABILTTY -

Provinon classified under current isibility-tade and other payables have been reclassified as a non current financial kabilty and current financiat
Urngeni W ater CUC -

REVENUE :
Revenue reclassified from Revenue from exchange transaction to Revenue from non-exchange transaction
Fines and Penabes -

Roverue from non exchange have boen roclassified as Transferred revenue
Government grants and subsidies -

o fom 1o genaral services
A quality management plan

SAGE VIP icense SLA

Computer Equipment

Software Licences

Wireless Nework

interest Accrued reclassified from borrowings to other creditors.
Interest Accrued

Casflow Statement
Reclassificaton of VAT refund from investng activites to operatonal actvites 88.494 945

30.3 TRANSFER TO / FROM ACCUMULATED SURPLUS

DM
2020
R

(1,354.747)
35.015.783
3862
204393

(2.914.000)

(2.278,126)
(182 835}

28,584,330

78318274

125,187

852,674,204

1,723,100

66,544,138
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31 CASH GENERATED BY OPERATIONS
Surpluf(deficit) for the year 211,232,022 103 517.752
Adustment for -
Depreciation and amorisaton 134,871,879 115,356,509
Tranzfers to / from accumulated surplisi(deficit) (1,924.53) -
Forexgain/{bss) (137.991) 301,728
Loss on disposal of PPE 3841941 (220.829)
Contnbufon 1 provizions - non-current 104,608,026 110,077,378
Contnbuton to provizions - current 3992301 1,927,121
Finance costs 5857,622 8,750,085
Prior Year Adusiments 28.584,330 {7.758.650)
{nvestment Income (10,284,080) (16,168,830}
Non-current reconables 88,494,945 544,138
Bad debt wntten off 2319813 56,197,542
Opersting surplus before working capital changes: E71,445,847 443,524,943
Increasa! {decrease} in invenbries (355.025) {673.838)
Increase/{decrease) in fade recenables (14.699.375) (955,874)
increaze in condihonal grants and receipts (38,637.725) (35.865.119)
{Decrease} Increase in trade payables (67,950,849 40,703 372
Cash generated byl(utilized in} operations 445,792,873 445,732 434
32 CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR
Cash and cash equnalents inciuded in the cash flow statement compnse the foliowing
Bank balances and cash 203,034,087 225,365,371
Het cash and cash egquivalents (net of bank overdrafts) . 203m4987 226356371
33 UNAUTHORISED, RREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE
2021 2020 2019 2018 2017
R R R R R
33.1 Unauthorised expenditure
of
Opening balance 14,746,808 14,746,803 14,745,808 22845945 .
Unauthorised expenditure current year - 40,409,738
Certified a3 irrecoverable and writen off by councilin terr, - - - (8099.138) (17.563,793)
14,745,808 14,745,808 14,745,808 14,746,808 22,845,946
Porcentage written off during the period under review 0% % 0% 35% 43%
Al transactions classified and disclosed a5 unauthorized expenditure are cash transactions. There are ro non-cash transactions.
The balance on (i e R14 746 B0B.00) relates to the implementaon of Lower Thukela Buk Water Supply Scheme
{LTBWSS) which waz funded through the Regional Bulk Infraciructure Grant (RBIG) from tie Department of Water and Sanitaten (DWS) The
Incidence occurred during 2016717 financial year as a rezuftof grant expenditure excesding both grant alocation as well as budget provsion for the
year in queston The initially approved grant aliocatan for the 2016/17 financtal year for dembe Distict Municipality was R156mil per he originally
gazeted DoRA This allocation was later reduced 1o R126mil The reducion in grant atbcation was factored in he main adjustment budget for
2016/17during February 2017, howsver, at the tme DWS decision to cutback was communicated, work had already been performed and invsices
issued by the servce prouder concerned (ie. Black Balance Proects Py LTD and the expenditure committed up to the value of R156mil as was
informed by the onginal grant akacaton). This therefore resufied i over expenditure on the grant akocation and , by Imphcation. on fie budget
provizon for 2016/17 financial year
Through negobated setfement with the senvce provider concemed, the amownt due, wivch was basically the amount by which the 2016/17 grant
aliocation had been exceeded was orly paidin July 2017 {which vas the first month) in the 2017/18 financial year and was paid for from the 2017/18
RBIG aliocabon Invoices concemed were certfied by the Depariment of Water and Sanistion upon submission to the Department (i @ dunng
2017/18)
Action taken
« This matier was presentad before Council during 2017/18 financial year wherein Co and roted the "
queston Council rezalved to refer the matter to MPAC for furher investigation
- MPAC conciuded its in July 2020 In it and after hawng how complex the
surrounding this matier are, MPAC recommended that Council should approach KweDukuza Local Municipaity b have this matter referred © its
Internal Audit Unit to undertake a further investigation and report back to the Council of iLembe District Municipaity the findings and recommendatons.
theref
- Ata Council meeting that took place on the 30t of October, Gounch considered MPAC Recommendations and, in it wisdom, opted and rezolved ta
refer the matar to the newly formed Disciplinary Board of iLembe District Municipaity to undertake the required further investgaton The matter
therefore is currently being invesigate by the Municipal Disipinary Board
33.2 Fruitiess and wasteful expenditure
2021 2020 2019 2018 2017
R R R R R
Reconcikaton of fruitiess and wasteful expenditre
Opening balance - 76,804 76.804 523114 -
Fruiess and vaskeful expenditire raised in the current year b 4,375,888
Fruitess and vaskful expendire currentyear 76,804 513,114
Cerbfied as imecoverable and written off
by Council in termz of MFMA section
321Recowered from responsible officials (75.804) (523.114) 10,000
Balance carned forward 4375,888 - 76,604 76,008 573,114
Percentage weiten off during the perod under review 0% S00% 0% 7% 2%

Incident

During the auditof 2020/2t financial year, the Audior General identfied and concluded on two amounts as being Fruitiess & Wasteful Expenditure
This expenditure relates to the historic costz incurred in the construction of Ndulinde Water Supply Scheme.

The Audttor General made an audit finding that during e conatruction of Neulinde Water Supply Scheme, hie appainted contractar claimed an
amount of R4 375 887,50 in respect of project delays which no suificient evidence could be provided by the Municipality that such delays could not
hawe been awided. The proect delays expenenced were mainly as a result of prolonged tme taken to effect repiacement of previously ingtalied and
pard for project materials which, after several tests. was found 1o be defective

Action taken

+ As per the recommendatons of the Auditor General, hie Municipafity (guided by the prowsions of Section 32 of Finance Management Act, ActNo 56
o 2003) has to conduct inveztgaton in order o ascertain the factual reasons that led b the Municipaity haung to suffer the financial losses pointed
aut by the Auditor General

+ Management will undertake the necessary steps to reportthis expenditure t Municipsl Council as well as al othar relevant structures inchuding the
Mayor, the Auditor General as wek as the MEC for CoGTA in the prownce
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333 Irrogudar expanditure
2021 2020 2019 2018 2017
® ® ® K ®
Recorcitaton of irregutar expendiure
Opening batance 107.857.846 475,023,962 53,405,687 8523373
frrequler expsnditure raised in current year but relatng © pric 95.075.457 350,815,890
Irrequiar incurred during the ot 38,465 150 51,657.098 74,798,385 45025027 8523373
Cerified by council as irecoverable and writien off m termsc___ (44912.741) _ (517.898.371) (142,713}
101,410,295 107,857,846 475,023,952 53,405,687 8,523,373
Percentags written off during the poriod undar reviow 31% 3% 0% 0.3% 0%

333.1

333.2

Al transactions ciassified and disclosed as irvegular sxpenditure are cash transactions. There are no non-cash transactions,

irrequiar raised In current vear but relating to prior years

There were no rew rderts of imaguar maerdlurs Kisntded (g e yRaT UNdsr revas  The mepar exentiue GiSious prans 10 Iene maters 65 Coteied bz

e
i Seuty Savies

Incident
1) Wedank

s wrerpsen s perditure on Viesbank contract 5 hatore Trough nd expindiure vk BEuTEd on thi CanTad dunng 202021 thow wis haweny a baliice carmed Fovar fiom 2010 20 and
Wik oréy catfed end wetten of by Coundt donng the fnancal year 1nods resas Thit GoRRCt vas ity Gass5ed as Iwegular dumg 201718 sherwiech 1 whs labled before Counsil who
rotchved 1o refer the mater to HIPAS for iiestyshon Viesank b bean apated i uly 201410 supsly vencios 1vough 6 tl mantenanca lesse (FAL) armnpement_ Subsequent 1o
erpiry of Ine el Contraat E was extonded fx 8 prAad of K mentrs thaugh apphesion o Section 116.0f the fumsps! Finarce Management Azt ACtNo 56 of 2003 TRFIIA L At te
expry of s1x mentrs extunsien 1hs COrtrET wis SUnEIeT10 8 MGh 1o MOrh Contract pandng Frasizetion of bil PRE6E3Es 10 $eCue B now CONFact AS PRt O resermiony pOSeie 1o
undergo an open v the Munopety condicted & Comprehne fat BSE6SSERt WhaR irfarmed 1e terdier SEEECalan Twotende procmses wers umertaken and (Xth had Chitienges
ond were thesefore it suscershuly conchaied The last bid poces s wndenaken (& fora 1hrd 052ass,oni wisk cantuded i ey 215 The nesty aoported servce prowdsr concluded deiety
of veugies n Ociooer 020 Dus 1o vencies Compeiied 10 rtan W SSba vehi3les UYGUGout 2010 26 francial year win the fast bateh
retumad dutng the month of e 2020

2131310 Sacunty Servces
The imegitar o porditore on tsdngo Securly SHMZ0E COMRL 15 EAONC 1t was intialy Tims ed o sragular duing 2017 36 ater whiih # vas taived before Councit who 1escived 0. refer
thomatier 1o MPAC for inestation k50 Sesunty Sanoss rad bsen appanted i Juy 201210 et securty serzes

Subsonent 1o @y o tha mtiel contrast 1 was alerted or a pend of stk menths SYoun agplicabon of Secten 115 ofthe Murvops! Finence Management Al A Ko 550f 2003
THEMAT) Atthe xpry o Si manths xianzion. 1he Contc] wes Suicled1o amorth (o month contract pending finw.1abon of B3 FrCesses (o Secio a new cortract As part of
PrecanzoTy o005 e 0 URGe0 BN 0PN Bid. 1hp hiUne ipity CORUTTE] & COMPIENEAs NE SNy HRals IESESTMEnt whieh irfarmed the tender specdeaton.

Action taken

) Wedsank

- &er the matier had baen referec 1o MPAC by Counc? 1he. {rex 10 cne coLt b hed resoonaiTie for the expendture
question On the baws of MPAC Caunct ey cernat s st m 20010 4 1o be written off

- The cutcome of esliation canducted ty MPAG nramgemen: appeared s pocesmes in procunng a now suppiy
o secinly sevees A the mpecding Bactis Lt were enCOUMERd 5N I the (ocurn imagiar sxpendiure o & marih o manth contrmst wih e v rermanaatiy beyond
Mancgement controt

- The row SEMCS prowdss 1o sunply th Muncipaity with fed of vehiies was ppanted on e 4k f Juty 202D afer iiowrg 3very NJT0US DPen tender OCEs

« A8hGUGh e process Of Gavenng WHeCi: By the newl aCINDY servce prodad detdy 64 12X boyend the GpsRalions and 185 Uling I the Menth to mantn Contract with YWesbsrh Anny
throughou 218,20 fanc yea [wh fesulan focuMence of ITEGLAT expandture] the mactity of venics nad boon dstvered by 33th of Jure 2020 This efisctvely means that there will be
2 semiar imeulsr expEniS 1o ba ncTed dunng 06D 21 finencisl vencies o tre Sunply of fest

B ludingo Security Seraces

+ e the matter had baen refered ta MPAC by Councit s that 1o one caud be heid responsitie f the sxpercitre
Guestion. On the bass ot MPAC Casnci expenaitue ingzoors and apprae i 10 be writen off

- Tha outcome of by MPAG rsated thet Menagement s frocesses it @HESSMG INe MATE of PIOCUNING B Retw Conact o the Supply
of sezunty senvces Alltho wmr»; azios tat msung n amorth tomantn contrect wih Isidinga Secanty Senes wees beyand

Hanagement control

- T Murscpalty 15 Currerdty gmting the fnsEIelOn o CCut raTeSSas in 1E5D63 Of 1 pped odped by INGNg Securty Senices before ¢ can prosass wih procumment o

Irregular i incurred during the current financial year

There were mo new incidents of imegular expenditure idantfied during the year under revew The iregular expenditure dizciosed pertains to higtoric

maters as detailed balow
2020121

15.208.410

Wesbark

lzidingo Secunty Seruces 38465305 36,348,688
38,465,305 51,657,098
Incident
1) Wesbank

The iregular expenditure on Wezbark contractis ustoric. 1t was inibally classified as iregular during 2017/18 after which it was tabled before Counci,
who resohed to refer the matier t MPAC for invesigaton Weebank had been appointed in July 2014 to supply vehicles through a full mainienance
lease (FM.) arrangement Subsequent t expiry of hie inibal contact, it was extended for a period of six months through appkcaton of Secton 116 of
the Municipal Finance Management Act, Act No. 56 of 2003 ("MFMA”) At the expiry of sixmonths extension, the contract was subjected to a month o
month contract pending finalization of bid processes & secure a new corract As partof preparatory processes o undergo an open bid the

conducted a feet which informed the tender specfication Two lender processes were undertaken and both
had chafienges and were therefore not successhily conchred The lact bid process undsrisken (i e. for a third oscassion) was conluded i July 2019
The newly appointzd service prowder concluded delivery of vehickes in Cctober 2020. Due to the staggered delivery of vehicles, the Municipalty was
compelied Io retein Wesbank vehicles throughout 2019120 finanial year with the lact batch retumed during he month of June 2020
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2) tskingo Sectrity Services

The imeguiar expenditure on lsidingo Securty Serices contract is histonc . It was initialty clasufied as irtegular during 2017/18 after which it was
tabled before Council, who resolved to refer the matter ta MPAC for investigation lsidingo Security Services had been appointed in July 2012 ©
tender secunty serices

Subsequent b expiry of the inital contract, # was extended for a period of s months tvough apphc sson of Section 116 of the Municipal Finance
Management Act. ActNo 56 of 2003 {"MFMA") Atthe expiry of six monhs extension. he convract was subpcted to a month to month contract
pendrg finalizaton of bid processes to secure a new contact As part of preparatory processes o undergo an open bid, the Municipally conducted a
comprehenzive secirity needs aszessment which informed the tender specificaton

Two tender processes were undertaken of which the first one could not be successhully concladed due to the fact that al returned bids were above the
aaitable budget This nessecitated a revision b the origing spefification by reducing the number of personnel sscurity required and in ome instances
by removing certin aspects of security requirements in order b fitin the budget provsion. The The second bid process was finakzed in January 2010
where upon & new security company was appointed This was by o bidders tvough buds objecton process. The
abjection was dealt with internaly first whersin cne of the coninders dropped thair ebjection The remairing contender (namely Isidingo Security
Services} appeated and the matier was escalated 1o the KwaZuu Natd Provincial Treasury (K2N PT) who appoirted a panel of attorneys © arbitrate on
the mattar firough it Municipal Bids Arbitaton Tribunal (MBAT) process. MBAT panel concluded itz arbivation process in November 2019 and ruied
that the tender process should be advertzed again The conterding bidder lodged anotce o appeal he decition of the MBAT panel through a court
process and also notified the Murscipakty o hold any bid processes in abeyance The argument by lsidingo Security Servces is that MBAT ruing
shoukd have ordered that they be appainisd (instead of initating & fresh bd process) since they were the second most respanzive bidder in terms of
the secunity bid thatwas a subect of objecton

After the Municipakty had consulted with KZN PT on the matter, tproceeded o tssue a new bid notce for security services in February 2020, The
appelantsaughta court interchct © sbp he Municipality from proceeding with bid processes in March 2020, the court ordered the Murecipality not to
proceed with the new secirity bid process pendng finanhzation of the contending bidder's appeal being deat with at the Hgh Court Through 2 kgdl
aduce obtained. the Municipality withdrew the bd notice in queston

KZN PT q.:pumed sB M}bl & A.mmb" (fwm of sﬂcmay’) © de(el‘d te rmmr on behall of botr KN PT and lhembe District Municipalty. At the

Action taken
1) Wesbank

- After the matter had been referred  MPAC by Counctl, the Commitse conducted and concluded it invesigaion and found that no one could be
heid responsible for the expenditure in question On the basis of MPAC recommebndatons. Council certfied the irregular expenditure concerned as
irrecoverable and approved it 1o be wnitten off

- The outome of investgaton conducted by MPAC resealed that Management sppeared to have folowed ak due processes In addressing the matter of
prosuring a new contact for the supply of sscurity senices. All the impeding factors that were encountered, resuling in the recurring iregular
expenditire on @ month & month contract wib Wesbank were understaindably beyond Management controf

- The new service prowder to supply hie Municipatty with fieet of vehicles was sppantsd on the 4% of July 2020 after folowing a very Hgorous open
tender process

- Although the process of delivering vehicles by the newly zppointed serice provided delayed far beyond the expectations, and. rezuiting in the month
to month contract with Wesbank running throughout 2018720 financial year (with resultant recurrence of irregular expenditure), the majority of whicles
had been delvered by 30th of June 2020 This effectvely means that there will be no similsr ireguiar expenditure t be incurred during 2020/21
firangial vehicies on the supply of fleet

2} Isidingo Security Services.

- After the matter had been referted © MPAC by Council, the Commitee conducted and condiuded ifs imestigaten and found that no one coukd be
held responzible for the expenditure in queston On the basis of MPAC recommebndasons, Coundil certfied the iregular ependture concemed as
irrecoverable and approved it o be written off

- The outome of invesigaton conducted by MPAC revealed that Management appeared 1o hawe follawed ali due pracezses in addreseing the matter of
prociring a new conract for the supply of security senices. All the (mpeding factors that were encountered, resuing in the recurring ireguar
expenditre on s month to month contract with Isdingo Security Services were beyond Management conitrol

- The Municipalfy is currently awaitng the finalizaton of court processes in respect fhe appeal lodged by ladingo Security Servces before it can
proceed with procurement of a replacement cantract

Irregular expenditure certified by council as Frecoverable and written off In terms of MFMA Section 32 during the financial year under
review

Onthe 30thof Gstober 2020 Council certded a5 mecowredie ard aEpvid the Tisking meguiar erpendiure (44912 TAGTY Ky vnte of The fnancial years inwhih e respscive
amounts of megular expendtue were idenied is b ed O swe o reference

2mars 209720 Total
Viestank (Muncips Fost . 2909820 1% 25082318
tudnge Securty Seraces 35 485 186 16 35T TS 4206291750

38.485.190.16 5.447,550.57 4481274073

Incidant
The sk Fsted sxpandtures were tabiedbofar Caunt cueng he Caurto of 2020721 francal year At MPAC g conciudod s imesigaions and laied 15 Rcommendaions 1o Canze
Gamei considersd P be cartified & spproed for were of

1) Wesbank

Infamation on ths ImeguBr expendiure « detal et abow (el seclan deding wit [guiar exoenditure incuned during the gurent incig) vear e 21925

2) 1adings Secuity Ssnices

Informaion on ths smegur xpendAUe 5 Getaied abcve (rekr saction dading with . i ringthe current finsial year, Le. 1
Action taken

1) We dank

Infiymmation o0 th iregutsr expendiure s detaled abos (1e? secton dealing wih jmeaulsr expenditure o during the curren f year Ly 201870}

2) tadings Security Servicss

information on s megutr expenciure 15 detated ebow (reft section dadiing with ITegular expenditire netrred during the current finclal year, Le. 201920 and 2071,

Matters of Imagutar,

[ agum 1 e | e | 20018 | Total 1
Uity Systems (Pty] LTD - . . cwsza cns s
Jout Gonsfing Grap - 0507515865 . . nsors 15808
. 4507515656 . 605,387 w1,41039544
incident
1) Uity Systoms Py} LD
Uity Systams (Pty) Lid was engaged by the Humapalty  Juiy 2013 Toroliat st vening sefwara The cortrect was

5645 P in Jun 2016 Seuces Of Us Compsny ware hovour ized Eetwsen Juy 2015 and Ans 2017 which i Subsuzaert tothe gy of the contract. Thinsidance oeaurmed
g e tme when he Muncipaily € CoMTac Managument HrCeSsHs Were oL sfecthe g Mol Coirs Hor Fond this was fit dtecied before oLouing

2) Joat Conalting Group

Tha REG 075 155,66 partart 10 71 6gula expand ire fEng 15 UBNSES1one wih Joat Cansul Pty 1o undatke
SN POJRMIMS Lt SOUS 10 MAage he ForHBvernus valer fazses win an irention 10 eiice soemioster Tt s it ek ot m 2008 e 1 s
Senoks of contract extensions that e up B the 0 Jure V1 Rua B 2 on i contracs thiough the yers 2911 1 2918 were ot

vatd feakng 1o the expendture hriked therey baing Ciass fed s wegtar

#atior/s taken
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0 fal )
2021 2020
R R

1) Witity Sysams Piy) LT

« 285 the rettes nati b rferred to MPAS by Councd the Commities Canucted s inwstgation and slered the matter £ axdtemal Iveskgaton. Tha Murapaity engagsd Crigbane &
Aot ates 15 exesute an @26mal NGSUTRIGN The FESRTON £ N0t b CoNCiomd e 10 Conam IGation e Was TeRatad m orde 10 o the matter ot readly e
for Chgunate & Agsoziates 1o paruse amrorate This mater has e tathe Murec e Drsesptnary Bosrdfor huthsr
imesbgton

2 Joat Conmit§ng Group

- Thos rregus expaTIitre s tabied by Courst Gy 201630 Inanca yoar Councirosaied 1o refer 1 expendiure to NP AC ar farther mogstigaian

- MPAC astgated this wregder 3 ! that goe itios 2100 oMt BIBTGIS R SROuH D9 Mt BRIORTate 10 1efe I matter for extarna
oot i crei te i T R At MDAT eI Pt Cnine 4 S mrvrarts

2021 2020
Devigtions R R

Deniations were approved in terms of regutaion 36 of the Supply Chain Management Poiicy

Tota! value 50805980 7832808
5,006,980 7,632,809

The bulk of the tanzactons that were classified as Section 36 deviatons from the normal procurement processes were from te
Carperate Senvices Department These ransactons manly relate t the fiset repairs and mainienance serices ramely, \ehicle
breatdown recoveryltoving, cak out zervices under emergency cases and COF repairs. Fusrthermare some fansacions relate to
air-condttoner units repatrs. The panel of service provders that ordinarly aswiets in procuring such services had expired and the
compeitive bidding processes for a new pansl or conractwere 3ifi not yet conchuded. therefore, these servaes were ten
procured through the devation method which amountzd to R 3494219 24 of which most was for \ehicle repairs and mainkenance
tanzactons A new panel is now in place and is being utihzed for simvlar senices

With regards t the Community Services Department, the main deviaton related to ie engagement of Marce Projects for fie
procurement of dizaster rescue equipment and bols required for the fire engine which was recanty procured by the Municipakty
The value of this transaston came to R 485 75991

A devation was utitzed after none of the bida receied were conadered responsve when fie bd was adwertsed in terms of e
compettive bidding process

For the Finance Department, fie bukk of the dewations were for the new meter cannectons, disconnections and meter reading The
bid processes for a new contracthave now been concluded and #vs vwill eimnake any potential future devaton
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ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT

C to tocal

Opening bateance
Council subzenptions

Amount paid - current

Adustment

Balance unpakd (included in payables)

Audit fees

Current year audi fee
Amount paid - current year
Baance unpaid (included in payablos)

VAT

i DK
2021 2020
R R
2800.516 2.470.388
{2.600.516) {2.470.388)
3880.257 3,620,825
3880257 3.620.805]

VAT input receiwbles and VAT output payables are thown in rote 13 Al VAT returns have besn sibmitted by the due date throughout the year

PAYE and UiF

Opening balance

Current year payrol deductions

Amount paid - current year

Amount paid - previous years

Balance unpaid (inclided in payables)

The balance represents PAYE and UIF deducted in June 2021 payrall This smount was patd in July 2021

Pension and Modical Aid Deductions

Opening balance

Current year payrol deductions ard Council Contbutons
Amount paid - cutrent year

Arount paid - previous years

Baance unpaid (included in payables)

1.297.361 1,019,852
37.643.708 34531.402
(24,527.599) (31.614.131)
3116108 1,287,361
2343106 2112482
51381496 47,833,804
(48,841,380) (45.490,788)
2343105 2,112,492]
2,540,116 2.343,106

The balance represents Penmon & Medical aid deducted in June 2021 payrol Tnese amounts were paid in July 2021 except for Medical Aid and RA were pad in the

meonth of deducton which is June 2021

Councillor's arrear consumer accounts
Councitior Ngidi TS

Councifor Singh R

Councitior Mpafu MD

Councitior MD Shandu

Councitor MS Singh

Councitor iP Dube

Councifor Zulu S8

Councifior Sibisi MM

Total Councillor Arrear Consumar Accounts

The accountfor Councifior MS Signh was in arrears as at 30 June due 1o adusiments not being proessed as at repocting date
Adustments were processed in July 2021

1) -

16,119 1.623

1,295

180

2994 1,559

202 826

1825 -
5132

21,860
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DM oM
2021 2020
[ [

Material losses
Assetimpaimment (losses)! Reversal (6.730,556) 4,346,310
The current year impairment iz & resut of ageing infragvucture. here iz no impactof COVID-19 in the current year impairment
Debt impairmont (ksses) 2319,813 56,197,542
The recognised debt impairment loss 2 not &3 a resul of econom impact of the COVID-19 cnsix
Athough the revenus cofiecton has tightly improved compared to the prior year. council has ncurred matenal debt impairment
lozses witten off against the provsion for bad deblz Ths 1 mainly a3 a resut of restricted inacte handed owsr accounts hat are
accumulsting interest vith no correzponding payments, pensioner accounts, long siinding debts which affect section 118 and
deceased conzumer accounts that are accumulating inerest This write-off has resulted in & decrease in consumer deblars and
provision for bad debts
Distrbution Losses Percentane distribution
Units lost (iloktres)
liegal connectons and other 13% 2204781 1.726.905
Main feaks 45% 7937212 10.989 207
Resenoir overlions 7% 1222868 78486
Metering Inaccuracies 13% 2204783 3505141
Servce connecton kaks 23% 3958,606 4.631.246
Units lost (kiblitres) 100% 17,638,248 20,932,185
Units lost (sales prize per kiolire - rands) 182,289.460 215,323,013
Units lost (purchaze price pes kikditre - rands) 111,710,509 123,469,851

4887% 5075%

Units fost (percentage)
The distribution losses are mainly due t iksgal connectons, main leaks {ageng infrastuakure), resenosr overflows and senice connecton kaks A five year stratzge
master plan for fie reducton of non revenue water has been adopted by the municipakly to address s problem

Non-Compliance with Section 65 (2) of the Municipa Finance Management Act - Payments of creditors within 30 days.

from date of recsipt
2070051

41 days

28 days
42,144,201
95%

28096

84 days

46 days
38,535,159
95%

Number of days unpaid creditors at %0 June
Average number of days unpaid creditors during the year
Value of ereditors not pard within 30 days duning the year
Percentage of creditors paid withn 30 days
There has been a significant improvements in the efficiency of paying credtors an bme when comparing 1o the previous years. On

awerage # took 28 days to pay crediter invorces during 2020/21 financial year compared 1o 46 days in 2019/20 financial year. In
terms of the number of days cakulated at year end. 41 days vas reported &t 30 June 2021 compared o 84 days in June 2020

Whilst there has been a remarkable improvement in the efficiency with regards b payment of creditor invices, there are st
isclated cases where some suppler invoices are not pevd within 30 days This is manly dus to the lack of an effective coordinaton
with regards to e fow of invoices between Finance Department and varous other Departments As reported previously, Finance
Department iz warking vath Corporate Services Department 1o implement the Aubmated Suppler Invoice Tracking and Approvel
Workllow system with a view of steamiining the flow of invaces and hereby improsing efficiency in terms of paying supplers. The
solution has now been depbyed and is currenty undergoing tesbng phase and he users are being trained on how b tse the
salution

The underlying obiective of the eolution is to autamate the flow of invarces and associated documentaton from ince pton though to
fitng stage. This will provide the Municipalty with the abilty to track, monitor and fast tack payment of imoices and thereby
enablng the stategic cbjective of I

sound exp

Forexbosses

1.502,799
(301.728)

Total Forex Liability as at 30 June -
Forex Gain/ (Losses) 137,991

The Sportrate at 12 November 2020 was 14, 1524 There 15 no Forex hability at the end of 30 Jure 2021 as all payments were made on the 12
Nowvember 2020 The new licence agreement has been signed and it staried on e 1 Juy 2021, Shoud e sport rate increase by 1% the foreign bss
wilt increaze to R 138 371.15 Should the spot rats decrease by 1% fe Forex loss wifl decrease b R 136611.33

Foreign loss increase R13799124° 101 =R139 371.15

INVESTMENT IN CONTROLLED ENTITY

Investmentz m cotrolied] entty - Entarprize llembe Development Agency 100 100

100% 100%

% Holding
Ordinary Share 100 @ R1 each

FREE BASIC SERVICES $[ZA W ATER - DISCLOSURE NOTE

Expeaditure incurred during inancial year under review -

Less Credit Adjustments passed by Siza Water .

£.003.330
(4.415,429)

Siza Watst has a 30 year C: withthe and n trms of is agreement, Siza W aier (e
Concessionnaire) is rezponsible for rendering seruces on behal of the Murvsipality within the Concession Area Forming part of
the prncipal servces that the Concessionnaire i responsible for is the provision of waker within the Cancesson Area

A58 Wakr Servce Provider within the Concession Area, Siza Water has an agresment with Umgeni Water for the supply of bulk
water There has been a matter of dispute on the tariff which Umgeni W ater should hase used to charge Siza Water for the buk
water purchazed. The matter went theough al the requisite dispute resolufion processes unsl it was escalated to e court of law
[Afier a number of years of the dispute in question, hie court rued in favour of Siza Water, Umgeni Water had therefore 1o refund
to Siza Water what waz considered t have been an owercharge due b the incorrect tanff havng been spplied by Umgeni Watsr
during the period under consideration :

As per the C the is to pass on to Siza Water on a monthly bass “he free hasic
component” of the equitable share based on the number of qualifying indigents within the Concession Area. The amounts charged
by Siza Waer in this regard are determined in Ine with the prevaitng Umgers Water tariff of charges. Whatthis effectively means
iz that during the period of dispute, the Munkcipaiity would have been charged based on tniff higher fhan what it should have been
This hierefore reaulied in Siza Water refunding the Municipakly the amownt by which the Municipasty had been oercharged This
credit adjustment was processed directly again the related expenditure and thereby reducing the expenditure icurred to the net
amount as disclosed.

Net Expenditure Disclosed in the Annual Financial Statements - {4,415,429)
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35 UMNGEH! CAPITAL UNIT CHARGE
Capitat Unit Charge
-Opening baance
- Deposit
- Payments
- Traneferred ® current porban
- Oher sdustments
Long Term Portion

Less : Current portion transferred to currant liabliities
Total Capital Unit Charge

Payments made during the yoar

0M DK
2021 2020
R R
78318273 42,608,405
- 35,712,868

(7.070,400)

(6.526523) (6.526,523)
64,721,351 71,791,751

6528523 6,526,523
11,247,874 78,318,273

QU AL £ XA SRR . 1L T4 £ 2

7,070,400 -

Jane 2620
duly 2020
August 2020
September 2020
Cotober 2020
Novenber 2020
December 2020
January 2021
February 2021
March 2021
Apri 2021
May 2021

yun-21

543877 -
543877 -
543 877 -
543877 -
543 877 -
543877 -
543 877 -
543,877 -
543.877 -
543877 -
543 877 -
543 877 -
543 877 -

LONG TERM CREDITOR - UMGEMN! WATER {SPRING GROVE DAM CAPITAL UNIT CHARGES) CUC DEBT

BALANCE AT THE BEGINNNG OF THE YEAR

783182374 42 €05 405

ADDITIONS 7 {PAYMENTS) DLRING THE YEAR

{7.070.400} 35.712.868

The D of Water Affairs wak! Fansler schems projet for e purpose of augmenting supply of potable
water within the Mgeni System through implsmentaton of the MUTS-2 The project is funded and mplemented by Trans-Calsdon
Tunnel Authonity (TCTA) under a direstve from the Minister of the Depariment of Water Affairs as it was then known which it now
¢ afied the Department of Human Settsments Water and Sanitaton. Partof the TCTA mandate was alz to provide the mechanism
1o repay the costs related t the project. The consruction cost of MMTS-2 are financed (in the main through loan funding from &
veriety of funders inchuding Agence Frangaize de Dé the Ewopean Bank, the KIW and the
Devebpment Bank of Southern Africa (DBSA) The repayment model of he ban funding would take the form of recoveries from alt
the Mgeni Water System uzers and this process would be administered by Ungeni Waer . iLembe District Municipaitty (hereinafier
referred 1o as the Municipality). being one of the Mger Water System users, was required to conribute its share twards the
conskuston coss through an additonal charge on the monthly bulk water purchase billfrom Ungeni Water. The additonal charge,
for the purpose of the recovery In queston 15 referred to as Capital Unit Charges and the period of recovery was set o 20 years
starting from 2012 ending in 2032 Upon recovery, Umgeni Water passes this contnbuton onto TGTA, This process was suppased
1o be reguiand 1 s of & seoxate TWaler Use Agresment’ (also refermed ta as he axesment)

The Municiplty started paying itz contributions in 2012 and hen stopped paying the CUC around 2014 on the basis that here was
o signed agreement in place as wefi as the fact that there was no clanty as o whatwas the drect benefit o the Municipalty b be
derived from the MMTS-2. On this basis, the Municipality lodged a dispute 1n fefms of Secion 42 of the MFMA and the mater vaz
referred to SALGA for arbitration. Ata later stage. SALGA ruled that parfes had to conchude and sign the agreement which would
then regutate MMTS-2 water supply matters and the appicable charges, m the main. beng the Capital Unit Charges. 1t taok very
fong fme to conchide the process of getting the agreement signed as this was only concluded at the end of June 2020

Whilzt the dispute process was in progress, Umgeni Water conbved to bill he Municipality and at the 4me of concluding the
agreement, he debthad accumulated to R74 920 321 84

Httook very long tme to conclide the process of geting the agreement sgned a5 tis was only conchided atthe end of June 2020
Whilst the dispute process was in progress, Umgeni Water continued to bifl fie Municipality and at the time of concluding the
ngreement, he debthad accumulated to R76 318 273.35. Umgers Water has not been charging any interest costs on the unpaid
contributons and, in terms of the agreement that has been conchuded, the Municipaity will setis this amountover a period of 12
years, beginning on the 15t of July 2020 ending 30 June 2032 Annual repayments are zetat RS 526 522 B0 which transiates info
menthly repayments of R543 876 90 vath no interest charged In additon, Umgeni Water wil ki the Municipality, on a monthly
basis, the current share of GUC which the Municipality will record in its books as part of Bulk Water Purchases expense This
ipanse 16 provided for I the MunidIpally's medum teem revenue and expenditure framewerk (MTREF)

The accumulated debt had prevously been classified under provissons according o the asce soment conducted by Management
during 2018/19 reporang year in kne with GRAP 18 (Prowigons, Contngent Liabifities and Coningent Assets) mainly due to the fact
that the agreement had not been signed at the tme

has ducted another post gning of the agreement and based on the terms and
conditons contained therein, cancluded that the CUC Debt shoukd be classified as "Long Term Creditr and be disclazad under
Financial Liabilites. The agreed anual repayment amount it disclosed as "Current Parban of the Long Term Creditor whilst the
balance (i e. payable beyond the next 12 manths period) is disclosed as Non-Current / Long Term Creditor

71,247,874 78,318,274

EMPLOYEE BENEFITS INFORMATION

Defined contribution plan
The folowang are defined contibuton plans Nati Joint Municipal Pension Fund, Navenal Treasury, Government Employee Pension
Municipat Councibors Pension Fund. These conributions have been expenzed

Other Long-torm benefit plan
Long zerice awards are provded to empioyees who achieve certsin pre-deermned milesbnes of senice within the municipality

Fund, SALA Pension Fund and

The munipality's net obhgalion i respect o Jong SeTvCe v ds is the &mount of future benedit that émpioyees hawe eamedin relum for thair servce
in the curent and prior periods The benefitis dscounted to determine I present walue and the fair value of any related astets is deducted to

detarmne the net obligaton

The GECOUN rate 18 the yieid & N reporing date on A& credt-rated bonds that have malunty GXes apbroxmanng he terms of the mut

obligetions “The calculation is performed using he projcted it credit mathod Any actuanal gains and bosaes are recognised in su
the period in which they anse
The independent vakiers carried out & statutory valuation a5 at30 June 2021

The principal actuanal assumptons used were as follows.
Discountrate per annum

Inflation rate

Net eflectve discount rate

Benctmark  inflation  (equal o salary
inflaion)

Awverage rebrement age
Mertality during employment
Percentage of in-serice mesbers withdrawng before retrement
Age 20
Age 30
Age 40
Age 50
55+

The amounts recogrised in the Statement of Financial Position
were detormined as being e present wakie of the cbigabon

EMPLOYEE BENEFITS {continued)

Mowement in the defined benefit obligaton s
asfolows:

Balance at beginning of the year
Prior year adustment

Current service cost

Interest cost

Benefit payments

Actuarial (gainsYiosses

Policy amendments

Balance at end o yoar

The tmng of the employee benefits is as
fokows'

Current portion of employee benefits
Ermployee benefit obhgaton

The amounts recogrised in the Statement of Firancial Performance were as fofows:
Current servce cost

interest cost

Actuariai{gams)loszes

rplus or deficitin

9.20% 8.20%
5.78% 344%
323% 360%
400% 444%

63 83
SA B5-90 ultmake  SA 8590 ultimate

18% 40%

12% 25%

10% 12%

&% 4%

% 2%
18,105,600 15,433,358
16433358 12,087,220

2914.000

10438679 1041676

517 935,528
{1.320,659) (1.454,983)

1982105 {50,083}
18,105,000 15,433,358

2,883 000 1465136
16212000 13,988,222
18.105,000 15,433,358

1043879 1,041,676

985,517 935,528

1882105 (50.083)
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3992301
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R

1927171



37 CAPITAL COMMTMENTS
37.1 Commitments in respoct of capital expenditure
« Approved and contrasted for

Infrasguctire
Communty

- Approved but not yet contracted for
Infrasgruciure

Compmunity

Total

This expenditure wil be financed from
Grant funded

Council funded
Esternal Loans

ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 Juns 2021

DM oM
2021 2020
R R
244,815,489 307,563,669

244 815489 307 553,668

244,815,485 307,563,669

244 815 488 307 533 669

744,815,483 307,563,669
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OPERATIONAL COMMITMENTS

Commitments
ependitre

respect of operaonal

- Approved and contacted for
Infrasructure

Communtty

Otier

- Approved but not yet contracted for

infragtructure
Community

Total
This expendiure wit be financed as fofows
Grant funded

Coungil funded
Exernat Loans

TOTAL CONTRACTUAL COMMITMENTS
The amownts disclased are VAT inclusive
RELATED PARTIES

Members of key management

Caontroted Municipal Entty

[ to

and other key

Related party batancos
Ampunt owed o llembe Enerpnse included in ofier payables
Amount owed by fiembe Enterprise included in other recenables

Refatad party transactions
Transactons wit Enterprise fliembe Dewelopment Agency
Grantfunding from the parent iLembe Distict Municipality to Enterprise iLebe

Shared Servces - Ct by focat towards the planning shared servces

381 STAFF MEMBER: $ Mahiangu
General Expenzes for the year

An employee had relabions with a senvice provider whom prowded seruces 1 the municipaity

38.2 STAFF MEMEBR: EN Ngcobo

General Expenses for the year

An employee is a board member of CIGFARO which transacted with hie municipality duning the financial year under revew

38.3 STAFF MEMEBR: SP Sibiya
General Expenses for the year

An employee had relations with a servce provder whom provded seruces o the municipaity

38,4 STAFF MEMEBR SV Mthethwa
General Expenses for the year

Anemployee had relabons with a servce prowder whom provded senvces to the muniaipsity

CONTINGENT UABILITY

lcon Construction

icon Construction | Interest Charges on arrear payments & standing time

With effect from May 2019, lcon Construction raized interest charges on arrear payments as well as standing tme arrizing of

the contracter having abandoned consiruction site due 1o prolonged non-payment for work done. The Municipalty had
embarked on negotating with lcon Constructon 1 vaive the interest charges in question. lcon Constnicton resarted info
setfiing the matisr tvough isgal processes and the matter is currenty awaiting court ruing. The amount dischsed 15 based on
the siatement of account dated 30 June 2020 received from leon Construction Management is of the view that the interest
charged is not justifiable. hence the charges are being dizputed

The second partof the clam {i e.Claim 15D) entails & ditpute vath regards ko delays in the implementation of a Package

Waste Water Treatment Plant (PWW TP}, Mechanical and Electrical (MAE) Subcontractor { Tupelovox) which forms part of the

constucton of he tank to houze e MAE of the PWWTP. Previousy. the appointed adudicator ruled that risk of sub-
contractor's performance les with the contrastor, however, the current Adjudicator ruled in fasor of the Contractor. This
dizpute vall be deferred to Arbirason. At the tme of concluding annual financial statements for the year ended 30 June 2021,
the Municipaiity was in a pracess o appaint the the defending atbrneys to represant the Municipakly.

The prevous Adudicator had slso ruled hat the contractor was for e delays on the
Waste Water Treatment Plantin Giechow area which resulied into the releaze of relention being withhekd for the durabon on
the delays. The current Ad found the be
pay the contactr (icon) interest on retention monies from 17 November 2020 o 17 December 2020, The Municipaity has
bl tha ranbaring rn e inbanfian in rafar the mutier far srhiatan

Baance as at 30 June 2021

of

for the delays and the fiat the Municipaity should

oM M
2021 2020
R R
[ )
Restated
20 389 586 7715548

- £00
20 399 588 7715047

20 308 586 7715 548

20,380,585 7715548

20 399 586 7715548
25 215075 315 219 216
Section 57 mamagers

ltembe District Municipakty has a
100%) hetding in Hembe Development
Enterprise (Pty} Ltd

Reter tonote 238 24

1418082
- 1,082,763
35.367,211 32,523,074
1254850 2382111
21,189 68,119
- 71.487
- 140.894
5,477,678.88 1,089,546
5,477,679 1,089,546



a
3

41
41.1

ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period onded 30 June 2021

DM DM
2021 2030
R R

Bosch Munktech (Pty) LTD - Dispute over a fes claim In hiew of work performed in the construction of Buk Pipsknes, Pump
Station, Resorvolr and i Dukuza RWSS Zone A). 1,408,436 50,000
Tre Munkipaly has been served wath Hgh Court papers in beu of & iigeson chim made by Bosch Manitech (Pty) Ld for what

they claim are outstanding fees due Yo them for work performed in liew of the constructon of Bulk Pipeiines. Pump Station

Resenoir and Reticulaton (Maphumulo/KwaDukuza RWSS Zone A) Atfie ime of concluding the annual financial statsments. the

Mnicipalty vas in the process of ewaiuating the opyons auailsble to chalenge the kigasan

Balance as ot 30 June 2021 1,408,436 50,000

TL Mbili Attorneys Legal Gosts - Application for Court Interdict and subssquent Legal Repres entations - 150,000
Anagriewed handful group of community members, who were demanding to be swarded with contrac twork by the Municipaty
(without foliowing prescribed legal processes) hekd Begal protests and and held projest implementaton atranzom in one of the sites
The Municipaity was therefore compebed  seek an urgent courtinterdict in order o disperse the protesting group of indwiduals
and to deter them from causing any interrupions to the proect work carrying o

The Municipaily engaged the services of TL Mbili Attomeys to facilitate he process of applying for the court inferdict as wel as to
actas its exernal fegal nany hodl processes

By the very nature of the legal matter imvoied {i e mterdict]. fiere are o drect htgation claims b t be brought against the
Municipalityas such. The Muricipality is up to date in rme of the legal cozts dus b the deferding atorpeys.
Balance as at 30 June 2021 - 150,000

Aurum Utalium Enginoers and Project Managers (Pty) LTD - Dispute over a foe claim in fou of work performed by the
service provider beyond what was contractually agreed upon. 5,079,680

The service provider (Aurum Utaium) was inbally zppanted for an amount of R2 776 552 b carry out an asseszment at Lindetani
area (ward 5) of the water and tewer infrastucture The said servce provider's contract was subsequanty extendsd to carry out
mare detaled assessment of e waler and sewage infrastruchre  Two business plns { one for water and one for sewer) was
approved by Cogta and work commenced on te kusiness pians . The sewer businses plan was for an amountof R 10 449 660
and the service provider was appointed by IDMfor that amount . This was based on & consiruction amaunt of R 55 000 000 The
amount was paid o the servce provider. The servce provider subsequenty carried outa more detailed design of the sewer
network and came up with a construction amount of R112 371 270 42, mare than double the original estmated amountof R 56 000
000 This was done without geting a go ahesd from IDM , a5 siated in the SUA whereby approsal (gate reviews) vould be needed
for each phase of the project. The  consuling fees then escalated  from the spproved amount { R10 443 680} to R14 053 121

01, The serice provdes then claimed the additonal amount based on the increased estmated construction cost. The additonal
claim amountad to RS 079 680 42 which is the basis of the legal acton . The municipalty raited concerns b the servce provder
that the costwas not budgeted for and additonal cieim in any event exceeded the approved contract amount iniaty approved by
the Municipality and thus the invorce coukd notbe paid Tn addition the discuzsians betveen IDM and the approver of the business
plan ( Coata) was sl under way 5.079.650
Orves Plant Hire - Claim for services rendered with rospsct to the hiring of a variaty of Plant & Machinory (Excavator,

Water Tenker and TLB)

The Municipaity haz been served with Shenff Nobce inlieu of a demand for payment In respect 1o various plant and machinery that

had been hired by the Municipality in the pracess of rendering its senices The hire charges in question include the foliowing

- Hire of Excawator {o1/10/2018).

- Hire of Water Tanker (01/11/2019),

- Hre of Excavator  [23/07/2020),

- Hre of Excavator  [23/07/2021],

- Hreof 8 {01/10/2020], and
- Hreof Excaator  (30/11/2020)

Atthe tme of congluding annual financial stetemants, engagements had been inbated with Orees Sand & Olant Hre CCin an
atempt to gather more facts in order to inform any further decision on the mattsr

EVENTS AFTER THE REPORTING DATE

President Cyrit Ramaphosa on 15 March 2020 declared a natonal state of disaster in terms of the Dissister Act He that is taking
urgent and drastic measures to manage he disease. protect the peaple of our country and reduce the impact of the Wrus on our saciety and on oir economy Sice the
inital lockdown vas annaunced, the lockdown has been ongoing foiowing a nsk-adusted Srategy which seeks a slow down of the rate of infecton and flaten the curve The
factor outined above has had an impact on he actutes within the municipality

AS AT 30 JUNE 2020

in Jaruary 2021, the Municipakty received correspondence from Natonal Treasury stasng that of the R35,4mil unspent grants as at 30 June 2020 that the Municipaldy had
applied for rofover mio 2020121 financial year, R1.2mil {R808k for EEDSMG, R590k for Disasier Management Grant) was not approved and that this amount would have b
be retirned 1 the Nabonal Revenue Fund in terms of section 22(4) of the 2019 DoRA

The effect of retiring these funds to Natonal Treazury's Natonal Revenue Fund vl be incorporated nto the 2020/21 adpustment budget and it wihave o effecton sendce
delivery since the planned (affected) programmes have been revised accordingly.

RISK MANAGEMENT

Maximum credit risk exposure

Credit r1zk iz the nk that a counter party o a financial instrument wil fail & discharge an obligabon and cause the municipaity 1o incur a financial ioss
Credit rizk consists mainly of cash deposits, cash equisalents and trade debbors The municipsity anly deposits cath with major banks with high quality credit standing and
limits exposure o any one couniar-party

Trade recenvables comprise a widezpread customer baze Management evakiates creditrisk relating ta customers on an ongoing basis f customers are independenty
rated, these ratings are used Otherwise, If there is no independent rabing. rick cantol assesses the credit qualy of the customer. taking into accountits financial posibon,
past experience and other factors

Financial assets exposed o credit risk at year end were as folbws.

Consumer debtors 549,648,880 410 497 493
Oter deblors - -
Non Current Receivables 1080517 808 281
$50.729,406 411,108,774
Ageing of conzumers
Current (0 - 30 days) 24514165 21,030,160
31- 60 Days 19,480,055 13.725.036
61- 90 Days 18,747,971 11,835,052
91- 120 Days 15,730,297 15,549,298
121 365 Days . 15,370,144 11,089,236
+365Days 455 787 255 337.267.711
Toal 545,648,689 410,497,493
Less: Prousion for bad debts (426,717329) (308,047,297}
Netconsumer debtors 122,931,560 101,450,196
Cash and cazh equivalents 203,034,987 226,356,371

Oter imvestments - -
203,034,587 226,356,371

These balances represent e maxmum exposire b credit rick.

Liquidity risk

Liquidity risk is the nsk that the municipality will not be able t meet # cbligatons a3 they fall due. The municipalites approach t managing iguidity risk is  ensure that
sufficientiquidity is swailable b meet its fiabilibes when due. without incuring unacceptable josses of risking damage b the Municipaites reputation

Tre muncipalty's 6ok 10 hauiaty 15 aresal of e funds avaizble to cover fulure commitments The runiCipaity mansoss hquidity nisk through an ongoing review of future
commitments and credit facifives.

Cazh flow forecasts are prepared and adequate ubhsed berrewng facifibes are monitored

The Municipait es habikty are backed by appropriate assets and it has liquid resources.

T teble below anglyses the mumncipshly's finantia kabilites into rekvant maturty greupings based on Ne remaimng penod & the Ratement of Fmant @l Postion 10 the
contractual maturity date. The amounts disclosed in the table are e conractual undiscounted cazh fiows.
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