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ILEMBE DISTRICT MUNICIPALITY
AUDITED ANNUAL FINANCIAL STATEMENTS
For the year ended 30 June 2023

General information

Legal Form of Entity Municipality

Nature of Business and Principal Activities Medium Capacity, Category C, District Municipality
His Worship, Councillor Thobani Philani Shandu Mayor
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Councillor Monitha Dolly Shandu Speaker

Councillor Sandeep Oudhram CHIEFWHIP

Councillor Musawenkosi Aubrey Maphumulo Member of the Executive Committee
Councillor Makatha Hlengiwe Lindiwe Member of the Executive Committee
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Chief Financial Officer Dumisani Dlamini
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General information (continued)
llembe House
Physical address: llembe House
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4450

Postal address: P.O Box 1788
KwaDukuza
4450

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

E-mail address: admin@ilembe.gov.za
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ILEMBE DISTRICT MUNICIPALITY

UNAUDITED ANNUAL FINANCIAL STATEMENTS
For the period ended 30 June 2023

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 Accounting Practice
(GRAP) as well as relevant interpretations, guidelines and directives issued by the Accounting Standards Board.

The annual financial statements are prepared 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 has been with everyone since early 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 risks
associated with covid19 and July 2021 riots in terms of consumer debtors materialized. 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. A challenge
which the Municipality encountered during the March and April 2022 was the impact of the devasting floods on infrastructure and its operations which affected service
delivery in certain areas. This also affected some consumers ability to pay for services. The Municipality through its business continuity plan was successful in restoring
service delivery and operations to continue trading.

| 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 control 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 2024 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, | 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 27 and 28 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 Government’s determination in accordance with the Act.

Accounting Officer Date: 31 August 2023
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ILEMBE DISTRICT MUNICIPALITY - DC29
AUDITED STATEMENT OF FINANCIAL POSITION
As at 30 June 2023

Note 2023 2022
R R

ASSETS Restated
Current Assets
Cash and cash equivalents 3 281,504,897 202,786,719
Trade and other receivables from exchange transactions 2 102,170,011 243,428,151
Inventories 5 12,105,992 10,708,413
Total current assets 395,780,899 456,923,284
Non-current assets
Non-current receivables 6 1,494,993 1,250,785
Other non-current financial assets 4 100 100
Property, plant and equipment 10 2,959,799,026 2,816,055,122
Intangible assets 12 5,709,908 8,505,261
Heritage Assets 11 205,578 205,578
Total non-current assets 2,967,209,605 2,826,016,846
Total assets 3,362,990,504 3,282,940,130
LIABILITIES
Current liabilities
Trade and other payables from exchange transactions 13 182,843,213 186,884,970
Consumer Deposits 14 6,054,131 5,915,094
Trade and other payables from non - exchange transactions 15 45,757,289 36,731,868
Current portion of borrowings 16 8,728,787 7,869,646
Current portion of finance lease liability 17 1,828,426 12,456,066
Current portion of financial liability:Umngeni Water CUC 48 - 29,168,076
Current portion of employee benefits 49 1,269,460 1,188,736
Total current current liabilities 246,481,305 280,214,456
Non-current liabilities
Non-current borrowings 16 15,047,915 23,474,208
Non-current finance lease liability 17 - 1,828,426
Non-current financial liabilities:Umngeni Water CUC 48 0 0
Employee benefits 49 15,984,546 16,905,077
Total non-current liabilities 31,032,461 42,207,711
Total liabilities 277,513,766 322,422,167

Net assets

Accumulated surplus

Total net assets

3,085,476,738

2,960,517,963

3,085,476,738

2,960,517,963

3,085,476,738

2,960,517,963




ILEMBE DISTRICT MUNICIPALITY - DC29
AUDITED STATEMENT OF FINANCIAL PERFORMANCE

For the year ended 30 June 2023

Note 2023 2022
R R

Revenue from exchange transactions 438,372,925 349,233,136
Service charges - Water 18 248,165,785 208,278,827
Service charges - Sanitation 18 63,416,012 66,463,425
Interest earned - external investments 19 23,627,600 11,946,445
Interest earned - outstanding receivables 20 62,210,086 23,148,689
Dividends 8 19,000,000 21,500,000
Operational revenue 22 19,817,842 15,885,070
Agency Services 23 2,135,600 2,010,681
Revenue from non exchange transactions 1,052,272,340 893,226,763
Fines and Penalties 24 539,709 83,564
Licences Or Permits 25 8,223 33,954
Public Contributions and Donations 26 5,814,850 -
Gain on Long Service 49.2 2,455,702 587,292
Government grants and subsidies 21 |  1,043,453,856 892,521,953 |
Total revenue 1,490,645,266 1,242,459,899
Expenses
Employee related costs 27 242,837,692 230,014,083
Remuneration of councillors 28 10,513,970 8,841,676
Debts Impairment 2 275,587,435 112,745,390
Depreciation & amortisation 29 127,681,028 131,906,583
Impairment 30 95,727 3,353,819
Finance costs 31 4,047,319 8,552,664
Inventory consumed 32 134,263,301 119,575,105
Contracted services 33 256,037,659 170,856,824
Transfers and subsidies 34 38,289,958 35,465,416
Operational Cost 35 167,746,393 133,815,347
Loss on sale of assets 38 2,816,864 5,746,801
Loss on Forex 47 572,213 635,286
Loss on Fair value 37 - 17,483,136
Inventory loss 39 105,196,931 93,100,696

Total expenses

1,365,686,490

1,072,092,825

Surplus for the period

124,958,775

170,367,073




ILEMBE DISTRICT MUNICIPALITY - DC29
AUDITED STATEMENT OF CHANGES IN NET ASSETS
For the year ended 30 June 2023

IDM Accumulated
Surplus/(Deficit)

Total
Note R

Audited Opening Balance at 01 July 2021 2,787,189,280
Prior year corrections and adjustments 40 2,961,608
Restated balance 2,790,150,889
Restated Surplus / (deficit) for the year 170,367,073
Balance at 30 June 2022 2,960,517,963
Opening Balance, 1 July 2022 2,960,517,963
Transfers to / from accumulated surplus/(deficit)

Surplus / (deficit) for the year 124,958,775
Balance at 30 JJune 2023 3,085,476,738




ILEMBE DISTRICT MUNICIPALITY - DC29
AUDITED CASH FLOW STATEMENT
For the year ended 30 June 2022

Note

Receipts
Sales of goods and services
Grants
Other income
Dividends
Payments
Employee costs
Suppliers

CASH GENERATED FROM OPERATIONS
Interest received
Interest paid

Net cash flows from operating activities 39

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of fixed assets (PPE)

Proceeds from sale of fixed assets

Increase in investments

Purchase of intangibles

Net cash flows from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of borrowings

Repayment of finance lease liability

Repayment of Umgnei Water CUC Debt

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 3

IDM
2022
R

IDM
2021
R
Restated

1,333,334,078

1,084,884,239

155,647,331 116,685,305
1,052,479,276 927,036,977
84,707,471 41,161,957
40,500,000
958,445,644 797,811,073

(249,505,812)
(708,939,832)

(238,340,464)
(559,470,610)

2,291,779,722 1,882,695,313
23,627,600 11,946,445
(4,047,319) (8,552,664)
394,468,715 290,466,947

(266,897,866)
260,081

(226,306,755)
660,000
(6,912,810)

(266,637,785)

(232,559,565)

(7,567,152)
(12,456,067)
(29,168,076)

(1,840,086)
(18,710,298)
(37,605,264)

(49,191,296)

(58,155,649)

78,639,634 (248,266)
202,786,721 203,034,987
281,426,355 202,786,721




Description

Service Charges

Service Charges- Sanitation

Interest earned - external investments

Interest earned - outstanding receivable

Dividends

Rental of Facilities

Operational revenue

Agency Services

Exchange Revenure

Fines and Penalties

Licences Or Permits

Gains

Transfers Recognised - Operatiol

Original Budget

R

220,087,044

70,216,720

16,189,509

21,341,016

5,922

9,190,101

2,060,819

134,402

40,000

125,517,399

734,686,519

Adjusted Budget
(i.t.o. s28 & s31 Of
The MFMA)

R

271,180,433

70,111,720

16,189,509

60,341,073

77,658,034

2,060,819

726,473

40,000

123,674,985

771,839,393

ILEMBE DISTRICT MUNICIPALITY
AUDITED STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS

Virement
(Council Final Budget
Approved By-law)
R R

- 271,180,433

70,111,720

- 16,189,509

- 60,341,073

- 77,658,034

- 2,060,819

- 726,473

- 40,000

123,674,985

- 771,839,393

Actual Income/
Expenditure

R

248,165,785

63,416,012

23,627,600

62,210,086

19,000,000

19,817,842

2,135,600

539,709

8,223

2,455,702

756,040,343

10

For the year ended 30 June 2022

Variance

R

-23,014,648

-6,695,708

7,438,091

1,869,014

-57,840,192

74,781

-186,764

-31,777

-121,219,283

-15,799,050

46%

% Variance Explanation of variances +/-10%

The service charges budgeted to be expended by 30 June 2023 was R 341.2 million, while the total billed to
consumers was R312.6 million resulting on 8% below variance. This is attributable from the increase on tariffs, a
continuous exercise on consumers who were not getting billed are now captured into the system, additional areas in
KZ291 and beneficiaries of Housing projects in KZ292 who have been added into the system, there was a system

-8% error which has caused this huge increase in billing. It should be noted that this is after the approved adjusted budget.

The reason for the lower billing against anticipated is the fact that there were areas that had no water but they were
billed, the exercise of data cleansing has been in process to ensure that all those areas are being taken out of the
billing system. This has not yet started to make a difference in the gross debtors as the process is still in progress
hence the increase in gross debtors does not comprise of these debtors mentioned. Even though the variance is
below anticipated, it is however acceptable as it is within the norm of +-10%.

This refers to interest earned in the external investments of the municipality. The actual as at 30 June 2023 was
R23.6 million while the target on this date was R 16.1 million, resulting in a variance of 46% above the anticipated.
This variance is due to amounts invested during the month of July to date considering receipt of equitable share,
grants received and other income received to date. The higher the investment the better interest earned.

49, These are operational grants for operational projects. The varriance is attributable from the KZNEDTEA that was
received in the month of June 2023.



Description

Total Revenue (Excluding Capital
Transfers)
& Contributions)

Employee Costs

Remuneration Of Councillors

Debt Impairment

Depreciation & Amortisation

Impairment

ILEMBE DISTRICT MUNICIPALITY
AUDITED STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
For the year ended 30 June 2022

Adjusted Budget Virement Actual Income/
Original Budget  (i.t.0. s28 & s31 Of (Council Final Budget Expenditure Variance
The MFMA) Approved By-law) P

R R R R R R
1,199,469,452 1,393,822,439 - 1,393,822,439 1,197,416,903 -215,405,536
277,283,700 272,332,106 - 272,332,106 242,837,692 -29,494,414
13,882,814 11,235,480 - 11,235,480 10,513,970 -721,510
22,987,456 23,085,919 - 23,085,919 275,587,435 252,501,516
109,016,479 111,447,408 - 111,447,408 127,681,028 16,233,620
5,000,000 5,000,000 - 5,000,000 95,727 -4,904,273

11

% Variance

-11%

-6%

1094%

-98%

Explanation of variances +/-10%

This item relates to employee related costs booked in for the district,the actual expenditure was R241.3 million
resulting in 11% variance below the anticipated expenditure of R 272.3 million. This is due to vacant posts that have
been budgeted for and not yet filled especial for Senior Management (Finance Services, Community Services and
Corporate Services) that were anticipated to be filled prior end of the financial year. The vacant posts arise from
resignations, death, and terminations. Senior Management posts were re-advertised due to processes and
amendments of Municipal Systems Act resulted to Senior Managers post to be re-advertised. However, these posts
are currently in the recruitment process to be filled, anticipated to be filled during the first quarter of the new year as
the process for these posts take longer when compared to other municipal posts. All other budgeted posts are
anticipated to be filled during the new financial year.

This item relates to remuneration of Councillors. The actual expenditure as at 30 June 2023 was R 10.3 million, the
year to date target was R11.2 million resulting in 8% variance below anticipated. This variance is acceptable as it is
within the norm of +-10%. The variance is due to the fact that there has been no allowance increment that has
granted to all councillors due to the absence of the Determination of Upper Limits Gazette.

This is a non-cash item, which is a provision for bad debts impairment. As at 30 June 2023 the actual expenditure
was R13.4 million and that resulted to 42% variance below the anticipated expenditure of R23.1 million. This is
calculated every year end (June) as per GRAP after assessing the financial situation of all municipal consumers if
they will be able to honour their debt.

This category records the actual depreciation and asset impairment as per the requirements of GRAP and MFMA.
This is a non-cash item and will therefore do not affect cash flow. The actual as at 30 June 2023 is R 130.9 million
against the target of R118.2 million, resulting on 12% variance above anticipated. The impairment of assets is done
once annually and that will determine the realistic impairment against the provisional budget.



ILEMBE DISTRICT MUNICIPALITY
AUDITED STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
For the year ended 30 June 2022

Adjusted Budget Virement Actual Income/
Description Original Budget  (i.t.0. s28 & s31 Of (Council Final Budget Expenditure Variance
The MFMA) Approved By-law) P
R R R R R R
Finance Charges 4,823,034 3,592,110 3,592,110 4,047,319 455,209
Inventory Consumed 271,904,324 248,783,619 - 248,783,619 134,263,301 -114,520,318
Contracted Services 187,466,177 274,179,534 - 274,179,534 256,037,659 -18,141,875
Transfers and Subsidies 38,289,958 0
38,289,958 38,289,958 38,289,958
OperationalCost - 248,247,851 -80,501,458
152,591,606 248,247,851 167,746,393
Losses 109,655,727 109,655,727 - 109,655,727 108,586,008 -1,069,719
Total Expenditure 1,192,901,276 1,345,849,713 - 1,345,849,713 1,365,686.490 19,836,778
Surplus/(Deficit) 6,568,177 47,972,726.04 - 47,972,726 -168,269,588 -235,242,314
Transfers Recognised - Capital 277,498,003 318,056,994 - 318,056,994 287,413,513 -30,643,481
Transfers and subsidies - capital (in-kint 0 10,500,000 10,500,000 5,814,850 -4,685,150
Contributions Recognised -
Capital - - - - 0 0
& Contributed Assets
Surplus/(Deficit) After Capital
Transfers
& Contributions 284,066,180 376,529,720.04 - 376,529,720 124,958,775 -270,570,945
Surplus/(Deficit For The Year 284,066,180 376,529,720.04 - 376,529,720 124,958,775 -270,570,945
Capital Expenditure & Funds Sources
Capital Expenditure
Transfers Recognised - Capital 252,321,742 276,571,301 - 276,571,301 250,829,811 -25,741,490
Public Contributions & Donations 10,500,000 5,814,850
Borrowing 57,566,888 - - - - 0
Internally Generated Funds 38,117,532 51,604,677 - 51,604,677 16,228,041 -35,376,636
Total Sources Of Capital Funds 348,006,162 338,675,977.81 - 328,175,978 272,872,702 -61,118,126

12

% Variance

13%

-46%

-T%

0%

-32%

-1%

-10%

-45%

0%

-9%

0%

0%

-69%

Explanation of variances +/-10%

This is interest paid by the municipality to Financial Institutions for money borrowed by the municipality from those
institutions and finance leases for municipal fleet and computer equipment. The expenditure anticipated for the period
ended 30 June 2023 was R 3.5 million, while the actual incurred for this period was R3.1 million, as a result the
variance was 12% below target.

This item refers to the expenditure relating to repairs and material expenditure and water issues. The expenditure at
the end of June 2023 on this item amounted to R227.6 million, resulting in a variance 9% below target when
compared to the year to date target of R 248.7 million. The variance is acceptable.

This item consists of all contracted services of the municipality and its entity. The majority of items relates to
Electrical pump repairs and maintenance, vehicle repairs and maintenance done by services providers, hire of plants
(water tanker, TLB, etc). As at June 2023, the actual expenditure on this item was R 243.5 million which is 11% below
the anticipated expenditure of R274.1 million.

These are the monies transferred to Municipal Entity. The variance is tranpired from the adjustments made during
end of financial year. The variance is acceptable.

This item consist of all general operating expenses of the municipality and its entity. As at the end of June 2023, the
actual year to date expenditure was R433.3 million which is 11% variance above the anticipated expenditure of
R357.9 million. This variance is mainly due to accrualsmade during end of financial year in respect of

This relates to the conditions met on capital projejcts. The discrepancy is due to the fact that there was a Water
Intervention grant of R16 million that was received in December 2022, whereby its projects relate to both financial
years 2023 and 2024 as per the business plan approved by KZNCOGTA, additional allocation made to Water
Services Infrastructure Grant and Disaster Recovery Grant that was incorrectly allocated to the municipality and
corrected by end of March 2023 which was then correctly allocated during the special adjusted budget approved in
April 2023. However the variance is within the acceepted norm of +-10%.

This was the communication made by DBSA to donate the infrastructure assets (Borehole, Water Treatment and
Water Tanker) to iLembe District municipality due the floods took place in April 2022. These were not donated until
the end of the reporting date 30 June 2023.

The variance is due to the capital projects that were added to the budget end of April 2023 through correction of
Disaster Recovery Grant by National Government and additional allocation on WSIG and Provincial grants allocation
for Water Intervention grant receied in December 2022.

The variance of 48% is due to the fact that the proejcts were delayed like procurement of Generators, others
postponed to the new financial year.



Description

ILEMBE DISTRICT MUNICIPALITY
AUDITED STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
For the year ended 30 June 2022
Adjusted Budget Virement Actual Income/
Original Budget  (i.t.0. s28 & s31 Of (Council Final Budget Expenditure Variance % Variance
The MFMA) Approved By-law)

R R R R R R

13

Explanation of variances +/-10%



Description

ILEMBE DISTRICT MUNICIPALITY
AUDITED STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
For the year ended 30 June 2022
Adjusted Budget Virement Actual Income/
Original Budget  (i.t.0. s28 & s31 Of (Council Final Budget Expenditure Variance % Variance
The MFMA) Approved By-law)

R R R R R R

14

Explanation of variances +/-10%



ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2023

Reportable Segments for the year ended 30 June 2023

For management purposes, the municipality is organised and operates in three key functional segments (or business units). To this end,
management monitors the operating results of these business units for the purpose of making decisions about resource allocations and assessment
of performance. Revenues and expenditures relating to these business units are allocated at a transactional level. Costs relating to the governance

and administration of the municipality are not allocated to these business units.
The key business units that we consider to be reportable segment comprise of:

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

« Community
» Unallocated Reconciliation

The grouping of these segments is consistent with the functional classification of government 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 present have reliable separate financial information for decision making

purposes. Processes have been put in place to generate this information at a transaction level and in the most cost effective manner.

ILEMBE DISTRICT MUNICIPALITY - DC29

UNAUDITED STATEMENT OF FINANCIAL PERFORMANCE
For the year ended 30 June 2023

2022/2023
Unallocated
Trading Services Community Total Segment Reconciliation Total Income Statement
Segment Revenue 1,130,790,609 54,703,292 1,185,493,902 305,151,364 1,490,645,265
External revenue from non-exchange transaction 806,885,771 54,703,292 861,589,063 190,683,277 1,052,272,340
External revenue from exchange transactions 323,904,839 - 323,904,839 9,630,400 333,535,239
Interest revenue - - 104,837,686 104,837,686
Segment Expenses 553,696,966.14 42,889,368.69 586,848,919.22 769,100,156 1,365,686,491
Total Segment expenses 553,696,966 42,889,369 596,586,335 635,479,466 1,232,065,801
Depreciation and amortisation - - - 127,681,028 127,681,028.37
Interest expense - - - 5,939,661 5,939,661
Surplus/deficit for the year 577,093,643 11,813,924 597,744,195 - 463,948,792 124,958,775
ILEMBE DISTRICT MUNICIPALITY - DC29
CAPITAL EXPENDITURE
For the year ended 30 June 2023
Unallocated

Trading Services

Community
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Total Segment

Reconciliation

Total Income Statement




Total
Total Segment acquisitions

Segment Revenue

External revenue from non-exchange transactions
External revenue from exchange transactions
Interest revenue

Segment Expenses

Total Segment expenses
Depreciation and amortisation
Interest expense
Surplus/deficit for the year

Total
Total Segment acquisitions

249,426,665 137,950 249,564,615 3,420,208 252,984,823

[ 249,426,665 | 137,950 | 249,564,615 | 3,420,208 | 252,984,823 |

ILEMBE DISTRICT MUNICIPALITY - DC29
STATEMENT OF FINANCIAL PERFORMANCE
For the year ended 30 June 2022
Unallocated
Trading Services Community Total Segment Reconciliation Total Income Statement
960,947,018 43,957,649 1,004,904,667 237,555,231 1,242,459,898
679,546,464 43,957,649 723,504,113 169,722,649 893,226,762
281,400,554 - 281,400,554 11,237,449 292,638,002
- - 56,595,133 56,595,133
460,424,717.58 38,777,990.00 499,202,707.58 572,890,079 1,072,092,787
460,424,718 38,777,990 499,202,708 430,895,832 930,098,540
- - - 131,906,583 131,906,583
- - - 10,087,664 10,087,664
500,522,301 5,179,659 505,701,959 - 335,334,848 170,367,111
ILEMBE DISTRICT MUNICIPALITY - DC29
CAPITAL EXPENDITURE
For the year ended 30 June 2022
Unallocated

Trading Services Community Services Total Segment Reconciliation Total Income Statement
220,767,155 134,500 220,901,655 12,317,910 233,219,565

[ 220,767,155 | 134,500 | 220,901,655 | 12,317,910 | 233,219,565 |
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ILEMBE DISTRICT MUNICIPALITY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
For the period ended 30 June 2023

BASIS OF PREPARATION
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STATEMENT OF COMPLIANCE

These annual financial statements have been prepared 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 Board in 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 financial 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 functional currency of the municipality. All financial information has been rounded
to the nearest Rand.

OFFSETTING
Financial assets and liabilities are set off and the net amount presented in the statement of financial position when, and only when, the municipality has a legal right to
set off the amounts and intends either to settle on a net basis or to realise the asset and settle the liability simultaneously.

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 concern for at least the next 12
months.

USE OF ESTIMATES AND JUDGEMENTS

The prep: of financial in with GRAP requires management to make judgments, estimates and assumptions that affect the application of
policies and reported amounts assets and liabilities, income, expenses and other reports. The estimates and associated assumptions 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
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an on going basis. Revisions to accounting estimates are recognised in the period in which the estimate is
revised if the revision 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 number of assumptions. The
assumptions used in determining the net cost (income) include the discount rate. Any changes in these assumptions will impact on the carrying amount of post
retirement obligations.

The Municipality determines the appropriate discount rate at the end of each year using the actuarial valuation. This is the interest rate that should be used to
determine the present value of estimated future cash outflows expected to be required to settle the pension obligati In ining the discount rate,
the Municipality considers the interest rates that best approximated by reference to market yields at the reporting date on government bonds that are denominated in
the currency in which the benefits will be paid, and that have terms to maturity approximating the terms of the related pension liability. Other key assumption for
pension obligation are based on current market conditions. Additional information is disclosed in notes. The Municipality contributes to Natal Joint Super Annulation and
Retirement Funds which are Defined Benefit Funds. The Municipality’s liability 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 fund 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’ carrying amount and the present value 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 determine 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

All 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 management determined an estimate based on the information available. Additional disclosure of these estimates of provision are included
in notes 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 present obligation (legal or constructive) as a result of a past event;

It is probable that an outflow of resources embodying economic benefits will be required to settle the obligation; and

A reliable estimate can be made of the obligation.

COMPARATIVE INFORMATION

When the presentation or classification of items in the annual financial statements is amended, prior period comparative amounts are restated. The nature and reason
for the reclassification is disclosed. Where accounting errors have been identified 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 retrospectively
as far as is practicable, and the prior year i are restated i . The i ity shall present a i of budget and actual amounts as
additional budget columns in the primary financial statements only where the financial statements and the budget are prepared on a comparable basis. All comparisons
of budget and actual amounts shall be presented on a comparable basis to the budget. The municipality shall explain in notes to the financial statements the budgetary
basis and classification basis adopted in the approved budget (refer note 1.10)

STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE

The followina Standards issued but not vet effective have an effective date of 1 April 2021.
GRAP 1 Presentation on Financial Statements

GRAP 103 Heritage Assets

GRAP 104 Financial Instrument

STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED AND EFFECTIVE

The Minister has determined the following GRAP standards as approved effective:



ILEMBE DISTRICT MUNICIPALITY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
For the period ended 30 June 2023

GRAP 1 Presentation of Financial Statements

GRAP 2 Cash Flow Statements

GRAP 3 Accounting Policies, Changes in Accounting Estimates and Errors
GRAP 4 The Effects of Changes in Foreign Exchange Rates
GRAP 5 Borrowing Costs

GRAP 7 Investments 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 Inventories

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 20 Related Party Disclosures

GRAP 21 Impairment of Non-cash-generating Assets

GRAP 23 Revenue from Non-exchange Transactions (Taxes and Transfers)
GRAP 24 ion of Budget ion in Financial

GRAP 25 Employee Benefits

GRAP 26 Impairment of Cash-generating assets

GRAP 27 Agriculture

GRAP 31 Intangible Assets

GRAP 32 Service Concession arrangements: Grantor

GRAP 34 Separate Financial Statements

GRAP 35 Consolidated Financial Statements

GRAP 36 Investment in Associates and Joint Ventures

GRAP 37 Joint Arrangements

GRAP 38 Disclosure of Interests in Other Entities

GRAP 100 Discontinued Operations

GRAP 103 Heritage Assets

GRAP 104 Financial Instruments

GRAP 105 - Transfer of Functions Between Entities Under Common Control

GRAP 106 Transfer of Functions Between Entities Not Under Common Control
GRAP 107 Mergers

GRAP 108 Statutory Receivables

GRAP 109 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 Initial Recognition Of Revenue

IGRAP 2 Changes in Existing Decommissioning Restoration and Similar Liabilties

IGRAP 3 Determining Whether an Arrangement Contains a Lease

IGRAP 4 Rights to Interests Arising from Decommissioning, Restoration and Environmental Rehabilitation Funds
IGRAP 5 Applying the Restatement Approach under the Standard of GRAP on Financial Reporting in Hyperinflationary Economies
IGRAP 6 Loyalty Programmes

IGRAP 7 The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction

IGRAP 8 Agreements for the Construction of Assets from Exchange Transactions

IGRAP 9 Distributions of Non-cash Assets to Owners

IGRAP10 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 the of Ti ions Involving the Legal Form of a Lease

IGRAP 15 Revenue - Barter Transactions Involving Advertising Services

IGRAP 16 Intangible Assets - Website Costs

IGRAP 17 Service Concession Arrangements Where a Grantor Controls a Significant Residual Interest in an Asset

IGRAP 18 Recognition and Derecognition of Land
IGRAP 19 Liabilities to Pay Levies

IGRAP 20 Accounting for Adjustments to Revenue
IGRAP 21The Effect of Past Decisions on Materiality

Guidelines of the Standard of GRAP approved and effective
into. to the National Housina Proarammed 2023

on for Ar
Guideline on Accountina for Landfill Sites 2023

Guidelines which are not authoritative where entities are encouraaed to applv the Guideline when preparina their financial statements
Guideline on The Application of Materiality to Financial Statements 2023
Guidelines on the Application of Materiality to Financial Statements

Guidelines withdrawn
Guideline on Accounting for Public-Private Partnerships 2019

1.10 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 2022 to 30 June 2023. The budget and
accounting bases for some votes differ. The financial statements are prepared on the accrual basis using a classification on the nature of expenses in the statement of
financial performance. The financial statements differ from the budget, which is approved on the cash basis. The amounts in the 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 comparable basis as presented in the statement of comparison of budget and
actual amounts and the actual amounts in the cash flow statement for the period ended 30 June 2023 is presented in note 52. 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 52. The statement of comparison 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% variance exists.

All material differences are exnlained in the notes to the annual financial statements.

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



ILEMBE DISTRICT MUNICIPALITY
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
For the period ended 30 June 2023

2.1 PROPERTY, PLANT AND EQUIPMENT

2.1.1  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,
rental to others, or for administrative purposes, and are expected to be used during more than one year. Items of property, plant and equipment are initially recognised
as assets on acquisition date and are initially recorded at cost. The cost of an item of property, plant and equipment is the purchase price and other costs attributable
to bring the asset to the location and condition necessary for it to be capable of operating in the manner intended by the municipality. Trade discounts and rebates are
deducted in arriving at the cost. The cost also includes the necessary costs of dismantling and removing the asset and restoring the site on which it is located.

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

Where an asset is acquired by the municipality for no or nominal (i.e. a non-exchang ion), the cost is deemed to be equal to the fair value of that
asset on the date acquired.

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a combination of monetary and non-
monetary assets, the asset acquired is initially measured 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 equipment 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 for as property,
plant and equipment.

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

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

2.1.3 DEPRECIATION AND IMPAIRMENT

Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated useful lives of the assets. Components of assets that are
significant in relation to the whole asset and that have different useful lives are depreciated separately.

Leased assets are depreciated over the shorter of the lease term and their useful lives unless 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 commences when the asset is available for use.

The annual denreciation rates are hased on the fallowina estimated averane asset lives:

Infrastructure Years Other Years
Water 5-70 Machinerv and eauioment 2-30
Seweraae 5-70 Furniture and eauipment 5-30
Other 0-30 Motor vehicles 3-15
Comnuter eauioment 2-30 Buildinas 5-30

There are 1000 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 municipality

An entity shall assess at each reporting date whether there is an indication that the entity’s expectations about the residual value and useful life 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 residual value accordingly. No longer a
requirement to review residual values and useful lives 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
impairment is done at each reporting date. Where the carrying amount of an item of property, plant and equipment is greater than the estimated recoverable amount (or
recoverable service amount), it is written down ir i toits amount (or service amount) and an impairment loss is charged to the
Statement of Financial Performance - refer to note 19 for further information on impairment of assets.

214 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 equipment is determined as the difference between the
sales proceeds and the carrying value and is It in the of Financial

2.1.5 LEASED ASSETS
Leases in terms of which the municipality assumes substantially 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 equal to the lower of its fair value and the
present value of the minimum lease payments. to initial ition, the asset is forin with the accounting policy applicable to that
asset.

3 INTANGIBLE ASSETS

3.1 INITIAL RECOGNITION
An intangible asset is an identifiable non-monetary asset without physical substance. Examples include computer software, licences, and development costs. The
municipality recognises 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 will flow to the municipality and the cost or fair value of the asset can be measured reliably.
Internally generated intangible assets are subject to strict recognition criteria before they are Research expenditure is never while
expenditure is only capitalised to the extent that:
« the municipality 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
« it is nrohahle that the municinality will receive fistire aconomic: henefits o service notential
Intangible assets are initially recognised at cost.
Where an intangible asset is acquired by the municipality for no or nominal i ion (i.e. a hang i 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-monetary asset or monetary assets, or a ination of monetary and tary assets, the asset
acquired is initially measured 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.

3.2 SUBSEOUENT MEASUREMENT - COST MODEL
Intangible assets are subsequently carried at cost less accumulated amortisation and impairments. The cost of an intangible asset is amortised over the useful life
where that useful life is finite. Where the useful life is indefinite, the asset is not amortised but is subject to an annual impairment test.

3.3 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:
Computer software and websites 2 - 5 Years
The amortisation period 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 accounting estimate in the Statement of Financial Performance.
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The municipality tests intangible assets with finite useful lives 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 amount) and an impairment loss is charged to the Statement of Financial Performance.

DERECOGNITION

Intangible assets 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 intangible asset is determined as the difference between the sales proceeds and the carrying value
and is recognised in the Statement of Financial Performance.

3.

IS

4 HERITAGE ASSETS
4.1 INITIAL RECOGNITION AND MEASUREMENT
Heritage assets are assets that are normally held indefinitely for their unique cultural, environmental, historical, natural, scientific, technological or artistic significance
for the benefit of future generations.

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

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

If the municipality 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 reliably, relevant and useful information about the heritage asset is disclosed 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 non-exchange transaction, the cost is its fair
value as at the date of acquisition.

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

4.3 DEPRECIATION & IMPAIREMENT
Heritage assets are not depreciated. The municipality 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:
4.3.1 External sources of information
(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.

4.3.2 Internal sources of information
(a) Evidence s available of physical damage or deterioration of a heritage asset.
(b) A decision to halt the construction of the heritage asset before it is complete or in a usable form.

4.4 DERECOGNITION
The carrying amount of a heritage asset is derecognised on disposal, or when no future economic benefits or service potential are expected from its 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 carrying amounts of
the heritage asset. Such difference is recognised in surplus or deficit when the heritage asset is derecognised.

5 INVENTORIES

5.1 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 to the purchase price, plus taxes, transport costs and any other costs in bringing the inventories to their current location and condition. Where
inventory is manufactured, constructed or produced, the cost includes the cost of labour, materials and overheads used during the manufacturing process
Where inventory is acquired by the icipality for no or nominal i (i.e. anon: hange i the cost is deemed to be equal to the fair value of the
item on the date acquired.

5.2 SUBSEQUENT MEASUREMENT
Inventories, 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 current cost. and sl g
inventories are identified and written down in this way. Differences arising on the valuation of inventory are recognised in the Statement of Financial Performance in the
year in which they arose. The amount 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 inventories 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, written off or consumed, unless that cost qualifies
for capitalisation to the cost of another asset.
The basis of allocating cost to inventory items is the weighted average method.

5.3 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. In the absence of a market that trades in water outside of local government, the fair value utilised to quantify water inventory is based on the unit
reference value. The unit reference value is a determined by a formula that consideres the conversion cost incurred through out the process of purification. The method
of valuation is own cost deemed to be fair value based on cost.

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

Watar and murifiad offiant ara mascirar at tha lmwact of mirifiad ~nct which ic daaman tn ha fair yalia and nat realicshla yalia inenfar ac it ie ctarard and rantrallard in

6 INVESTMENTS IN CONTROLLED ENTITIES
In the municipality's separate annual financial statements, investments in controlled entities are measured at cost.

7 FINANCIAL INSTRUMENTS

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

A financial liability is any liability that is a contractual obligation to:

deliver cash or another financial asset to another entity: or

exchange financial assets or financial liabilities with another entity under conditions that are potentially unfavorable to the entity.

Financial are initially when the becomes a party to the contractual provisions. Financial assets are recognised using trade date
accounting

The municipality has the following types of financial assets as reflected on the face of the Statement of financial Position or other notes thereto

Financial Assets:

Cash and Cash Equivalents = Financial asset measurement at amortised cost

Trade and Other Receivables from Exchange Transactions = Financial asset measured at amortised cost
Trade and Other from Non-Exchange Ti = Financial asset measured at amortised cost
Non-Current Receivables = Financial Asset measured at amortised cost

Financial Liabilities:

Trade and Other Payables from Exchange Transactions = Financial liability measured at amortised 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

7.2 INITIAL MEASUREMENT
Financial instruments are initially measured at fair value and plus transaction costs for financial instruments at amortised cost or cost. Fair value is usually the
transaction cost at the date of recognition. For financial instruments at amortised cost, if the transaction cost is not market related i.e. no interest is charged for
deferred payments or when the account is overdue, or interest charged is at below- market related rate: the municipality determines the fair value. The fair value is the
present value of the expected future cash flows, without taking into account any future losses or the possibility 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 reliably. Where a financial instrument contains both a liability and a residual interest component, the municipality allocates
the instrument into its parts. The the liability at its fair value and recognises the residual interest as the difference between the
carrying amount of the instrument and the fair value of the liability component. No gain or loss is by ing the into its

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 granted is not in line with practices or legislation in the public sector, the effect of discounting
is considered, if it is material.

7.3 SUBSEQUENT MEASUREMENT
Financial assets and liabilities are subsequently measured either at fair value, or amortised cost or cost using the following
categories
(a) Financial instruments at fair value
(b) Financial instruments at amortised cost

() Financial inctriimante at rnct



7.3.1 FINANCIAL INSTRUMENTS AT FAIR VALUE
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Financial instruments at fair value comprise financial assets or financial liabilities that are , combined 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 cost and non
derivative financial assets or financial liabilities with fixed or determinable payments that are designated at fair value at initial recognition. Financial instrument at fair
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 amortised cost , are non-derivative financial assets or financial liabilities that have fixed or determinable payments , excluding those the
municipality designates at fair value at initial recognition or are held for trading. Financial instruments at amortised cost are subsequently measured at amortised cost
using effective interest rate method. The effective interest rate is the rate that exactly discounts the estimated cash flows associated with the financial instrument
through the expected life of the instrument (or in some cases a shorter period) to the net carrying amount at initial recognition. Financial assets are subject to annual
impairment review. Refer to note 7.6 for details on impairment and uncollectability of financial assets.

FINANCIAL INSTRUMENTS 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 instruments at cost are subsequently measured at cost if the fair value cannot be reliably determined.

Financial assets are subiect to annual impairment review. Refer to note 7.6 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 to be measured at fair value or
an investment in residual interest subject to certain requirements.

GAINS AND LOSSES
Gains and losses on fair value K i , impairment , ition are ised in surplus or deficit.

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

FINANCIAL ASSETS AT AMORTISED COST

For financial assets at amortised cost; the municipality assesses whether there is any objective evidence that a financial asset or group of financial assets is impaired.
If there is objective evidence that an impairment loss on a financial asset has been incurred, the loss is recognised in surplus or deficit. The municipality assesses
financial assets individually, when assets are individually significant, and individually or collectively for financial assets that are not individually significant. Where no
abjective evidence of impairment exists for an individually assessed asset, (whether individually significant or not), an entity includes the assets in a group of financial
assets with similar credit risk and assess them for The loss is the difference between the carrying amount and the
present value of estimated future cash flows discounted at the original effective interest rate. The impairment loss is recognised in surplus 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, events occur or circumstances
change that indicate that the impairment loss recognised in a previous period should be reversed, the municipality reverses the impairment loss previously recognised
either directly or by adjusting an allowance account.

FINANCIAL ASSETS AT COST

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
impairment loss on a 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 return for similar financial assets. The impairment loss is recognised in
surplus or deficit by reducing the carrying amount directly. The impairment loss is never reversed in subsequent periods.

DERECOGNITION

FINANCIAL ASSETS

The municipality derecognises financial assets using trade date ti The il i 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 to another party substantially all of the risks and rewards of ownership of the financial asset; or

(c) the municipality, despite having retained some significant risks and rewards of ownership of the financial asset, has transferred control of the asset to another party
and the other party has the practical ability to sell the asset in its entirety to an unrelated third party, and is able to exercise that ability unilaterally and without needing
to impose additional restrictions on the transfer. In this case, the municipality shall:

(i) derecognise the asset; and

(ii) reconnise senaratelv anv rinhts and oblinations 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 liabilities , goods or services.

(b) Is legally released from primary responsibility for the liability either by process( expires) of law or by the creditor ( cancelled). If the 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.

Interest, dividends or similar distributions , losses and gains relating to a financial instrument or a component 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

(i) Intends either to seftle on a net hasis. or to realise the asset and settle the liabilitv simultaneousiv

FOREIGN CURRENCY TRANSACTION

Transactions in foreign currencies are translated to the functional currency of the municipality at exchange rates at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are retranslated to the functional currency at the exchange rate at that date. The
foreign currency gain or loss 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.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are retranslated to the functional currency at the exchange rate at
the date that the fair value was determined. Foreign currency arising on are in surplus or deficit, except for differences arising on
the of available-f le financial i which are 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 flows 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.

UNAUTHORISED EXPENDITURE

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

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

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

(b) overspending of the total amount appropriated for a vote in the approved budget;

(c) expenditure from a vote unrelated to the department or functional area covered by the vote;

(d) expenditure of money appropriated for a specific purpose, otherwise than for that specific purpose;

(e) spending of an allocation referred to in paragraph (b), (c) or (d) of the definition of “allocation” otherwise than in accordance with any conditions of the allocation; or
(f) a grant by the municipality otherwise than in accordance with this Act.

IDFNTIFICATION AND INTFRNAI RFPORTING

Unauthorised expenditure is identified through the municipality's financial system controls. On of the dueto
overspending on specific votes, the relevant Head of department is notified, where funds are available on other votes within the directorate, virements are made within
the provisions of the virement policy. If after the provisions of the virement policy are applied, the still it is recorded in the

unauthorised expenditure register and reported to the accounting officer, mayor and council in terms of MFMA secuon 32

COUNCIL DECISION AND ACCOUNTING TREATMENT

Unauthorised expenditure that is incurred before the adjustment budget process is finalised is condoned by council through the adjustment budget. Unauthorised
expenditure that is incurred after the adjustments budget is referred to the Municipal Public Accounts Committee (MPAC) for investigation and recommendation to
council. Where MPAC after investigation, recommends to council to certify the as and write - off, the unauthorised expenditure
is disclosed in the notes to the financial statements as condoned by council. Where MPAC determlnes after investigation, that the unauthorised expenditure must be
recovered from the relevant offcial, the unauthorised expenditure is recognised as an asset (debior) in the statement of financial position and also disclosed in the
unauthorised exp note as P incurred in the current financial year.

EXTERNAL REPORTING
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The accounting officer of the munlclpallly promptly chrms |he mayor, the MEC for local government in the province and the Auditor - General, in writing, of:
(a) Any unauthorised incurred by the
(b) Whether any person is responsible or under investigation for such unauthorised expenditure; and
(c) The steps that have been taken-
(i) To recover or rectify such expenditure; and
(ii) To prevent a recurrence of such expenditure

10 IRREGULAR EXPENDITURE
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Irregular expenditure is defined in section 1 of the MFMA as follows:
“irregular expe ", in relation to a icipality or municipal entity, means—

(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 terms 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;

(c) expenditure incurred by a municipality in contravention of, or that is 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 expenditure by a municipality which falls within the definition of “unauthorised expenditure”.

IDENTIFICATION AND INTERNAL REPORTING

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

COUNCIL DECISION AND ACCOUNTING TREATMENT

Irregular expenditure reported to council is referred to the Municipal Public Accounts Committee (MPAC) for investigation and recommendation to council. Where
MPAC after investigation, recommends to council to certify the irregular expenditure as irrecoverable and write - off, the |rregular expenditure is disclosed in the notes
to the financial statements as certified and written - off by council as irrecoverable. Where MPAC after that the irregular expe must be
recovered from the relevant official, the irregular expenditure is recognised as an asset (debtor) in the statement of financial position and also disclosed in the irregular
expenditure note as irregular expenditure incurred in the current 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 or under for such irregular exp ; and
(c) The steps that have been taken-
(i) To recover or rectify such expenditure; and
(ii) To prevent a recurrence of such expenditure
FRUITI FSS AND WASTFFUI FXPENDITU
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.

INENTIEICATION AND INTFRNAI RFPORTING
Every expenditure item is reviewed before payment is made to identify whether it meets the definition of fruitless and wasteful expenditure. Where an expenditure item
is identified as fruitless and wasteful expenditure, it is recorded in the fruitless and wasteful expenditure register and reported to the accounting officer, mayor and
council in terms of MFMA section 32.

COLNCI DFCISION AND ACCOIINTING TRFATMENT
Fruitless and wasteful expenditure reported to council is referred to the Municipal Public Accounts Committee (MPAC) for investigation and recommendation to council.
‘Where MPAC after investigation, recommends to council to certify the fruitless and wasteful expenditure as irrecoverable and write - off, the fruitless and wasteful
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 fruitless and wasteful expenditure note as fruitless and wasteful expenditure incurred in the current 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 investigation for such fruitless and wasteful expenditure; and
(c) The steps that have been taken-

(i) To recover or rectify such expenditure; and

(i) To prevent a recurrence of such expenditure
PROVISIONS

i are when the icipality has a present or constructive obligation as a result of past events, it is probable that an outflow of resources
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 in the case of obligations for the
rehahilitation of land)
The municipality does not recognise a contingent liability or contingent asset. A contingent liability is disclosed unless the possibility of an outflow of resources
embodying economic benefits is remote. A contingent asset is disclosed where an inflow of economic benefits is probable.

Future events that may affect the amount required to settle an obligation are reflected in the amount of a provision where there is sufficient objective evidence that they
will occur. Gains from the expected disposal of assets are not taken into account in measuring a provision. Provisions are not recognised for future 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 identifying at least:

- the business or part of a business concerned;

- the principal locations affected;

- the location, function, and i number of who will be for their services;

- the expenditures that will be undertaken;

- when the plan will be implemented; and

(b) The i ity has raised a valid ion in those affected that it will carry out the restructuring by starting to implement that plan or announcing its main
features to those affected by it.

LEASES

MUNICIPAI ITY AS | FSSFF

Leases are classified as finance leases where substantially all the risks and rewards i with ip of an asset are to the

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 corresponding liabilities are initially recognised at the inception of the lease and are measured as the sum of the minimum
lease payments due in terms of the lease agreement, discounted 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 value of the asset plus any direct costs incurred.

Subsequent to initial recognition, the leased assets are forin with the stated 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 incurred. The policies relating to 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 relevant lease.

MUNICIPALITY AS LESSOR

Under a finance lease, the municipality recognises the lease payments to be received in terms of a lease as an asset The is
calculated as the sum of all the minimum lease payments to be received, plus any unguaranteed residual accruing to the municipality, 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
atime proportionate basis. The accounting policies relating to derecognition and impairment of financial instruments are applied to lease receivables.

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease.

The tariff 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 municipality directly in return for services rendered / goods sold, the value of which
the received or

Service charges relating to water are based on consumption. Meters are read on a monthly basis and are recognised as revenue when invoiced. Provisional estimates

of consumption are made monthly when meter readings have not been performed. The estimates of are as revenue when invoiced.
top estimates of are made in the invoicing period in which meters have been read. These adjustments are recognised as revenue

in the invaicing period. Further adjustments are made to take into 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 point of meter supply and this is set out in the tariffs of charges

approved by Council.

Revenue from 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, revenue is recognized at the point of sale.
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Interest revenue is recognised on a time proportion 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 all the risks and rewards in those goods is passed to the consumer.

Revenue arising out of situations where the municipality acts as an agent on behalf of another entity (the principal) is limited to the amount of any fee or commission
payable to the municipality as compensation for executing the agreed services.

REVENUIF FROM NON - FXCHANGF TRANSACTIONS
Revenue from are where the receives revenue and provide no or a nominal consideration directly in return.

A ion can be a combination of exchange and hangs ions. In these instances the municipality determines what portion of the transaction is an
exchange transaction and what portion is a non-exchange transaction and then recognise it separately.

Most h: that the enters into involve stipulations on transferred assets are in terms in laws or regulations, or a binding
arrangement, imposed upon the use of a transferred asset by entities external to the municipality. Stipulations can either be in the form of conditions or in the form of

For both conditions and the municipality may be required to use the transferred asset for a particular purpose. The municipality uses substance
over form to determine 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
ﬂnance property, plant and equ\pment when such items of property, plant and equipment qualifies for recognition and first becomes available for use by the
Where public have been received but the municipality has not met the related conditions, a deferred income (liability) is recognised.

RECOGNITION

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

() When the resource is controlled by the entity as a result of a past event;

(b) Itis probable that the future economic benefits or service potential associated with the resource will flow to the municipality; and

(c) The fair value of the resource can be measured reliably.

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to the extent that a liability is also recognised in
respect of the same inflow (which is the case when a stipulation is a condition).

Liabilities 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 revenue from vat refunds on cash basis.

Grants, transfers and donations received or receivable are recognised when the resources that have been transferred meet the criteria 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.

MFASURFMFNT

Non-monetary 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 initially measured at fair value 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 measured at gross amounts.

BORROWING COSTS

Borrowing costs that are directly attrit to the it nstruction or ion of qualifying assets are capitalised to the cost of that asset unless it is
inappropriate to do so. The municipality ceases the capitalisation of borrowing costs when substantially all the activities to prepare the asset for its intended use or sale
are complete. It is considered inappropriate to capitalise borrowing costs where the link between the funds borrowed and the capital asset acquired cannot be
adequately established. Borrowing costs incurred other than on qualifying assets are recognised as an expense in surplus or deficit when incurred

EMPLOYEES BENEFITS

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 entitlement 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 reliably.

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

POST- EMPLOYMENT BENEFITS

DEFINED CONTRIBUTION PLANS

A defined contribution plan is a plan under which the municipality pays fixed contributions into a separate entity. The has no legal or obligation
to pay further contributions if the fund does not hold sufficient assets to pay all employees the benefits relating to service in the current or prior periods.

The municipality’s contributions to the defined contribution funds are established in terms of the rules governing those plans. Contributions are recognised in surplus
or deficit in the period in which the service is rendered by the relevant employees, unless another standard requires or permits the inclusion of the contribution in the
cost of an asset. Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction in future payments is available.

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 reliably.

Where contributions to a defined contribution plan do not fall due wholly within twelve months after end of the period in which the employees render the related service,
they are discounted using a risk-free rate determined by reference to market yields at the reporting date on government bonds, or by reference to market yields on high
quality corporate bonds. The municipality contributes to various national-and provincial-administered defined benefit plans on behalf of its qualifying employees. These
funds are multi-employer plans and are accounted for as defined contribution plans as there is no consistent and reliable basis available for allocating the obligation,
plan assets and cost to individual municipalities participating in the plan. The contributions to fund obligations for the payment of retirement benefits are expensed in the
year it becomes payable. These multi-employer plans are actuarially valued annually on a national-or provincial level using the projected unit credit method. Deficits
are recovered through lump sum payments or increased future contributions on a proportional basis from all participating municipalities. Payments made to industry-
managed (or state plans) retirement benefit schemes are dealt with as defined contribution plans where the municipality's obligation under the schemes is equivalent to
those arising in a defined contribution retirement benefit plan.

DEFINED BENEFITS PLANS

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. It defines an amount of benefit that an employee will receive on
retirement. The municipality’s net obligation in respect of defined benefit plans is calculated separately for each plan by estimating the amount of future benefits that
employees have earned in return for their service in the current and prior periods. These benefits are discounted to determine its present value. The amount recognised
in the statement of financial position represents the present value of the defined benefit obligation as adjusted for unrecognised actuarial 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 imating the terms of the icipality’s obligati 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 resuilts in a benefit to the municipality, the recognised asset is limited to the total of 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 future 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 in the municipality. An economic benefit is
available to the municipality if it is realisable during the life of the plan, or on settlement 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 payments as a result of past service
or performance and the obligation can be estimated reliably.

When itis virtually certain that another party will reimburse some or all of the expenditure required to settle a defined benefit obligation, 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 the expense is in surplus or
deficit.

The municipality immediately recognises all actuarial gains and losses arising from defined benefit plans directly in net assets.

OTHER LONG - TERM BENEFITS PLANS
Long service awards are provided to employees who achieve certain pre-determined 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 earned in return for their service in the current
and prior periods. The benefit is discounted to determine its present value and the fair value of any related assets is deducted to determine the net obligation.

The discount rate is the yield at the reporting date on AA credit-rated bonds that have maturity dates imating the terms of the icipali The
calculation is performed using the projected unit credit method. Any actuarial gains and losses are recognised in surplus or deficit in the penod in whlch they arise.

TERMINATION BENEFITS

Termination benefits are recognised as an expense when the municipality is committed demonstrably, without realistic possibility of withdrawal, to a formal detailed plan
to either terminate employment before the normal retirement date, or to provide termination benefits as a resuit of an offer made to encourage voluntary redundancy.
Termination benefits for voluntary redundancies are recognised as an expense if the municipality has made an offer of voluntary redundancy, it is probable that the offer
will be accepted, and the number of acceptances can be estimated reliably. If benefits are payable more than 12 months after the reporting period, then they are
discounted to their present value.
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VALUE ADDED TAX (VAT)
The Municipality uses accrual basis of accounting for transactions. This includes for VAT on such 1s, whether it is Output VAT or
Input VAT. The Municipality, however, accounts for VAT payable and receivable on payment basis in terms of the applicable VAT laws.

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 accounts for VAT on a monthly basis. The VAT portion due to SARS is considered to be a statutory receivable.

IMPAIRMENT OF ASSETS

Primary objective for cash generating assets is to generate a commercial return 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 from other assets?

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

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

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

If there is any indication that an asset may be impaired, the recoverable service amount is estimated for the individual asset. If it is not possible to estimate the
recoverable service amount of the individual asset, the recoverable service amount 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 sell and its value in use. The recoverable carrying
amount is higher of its fair value less cost to sell and its value in use.

Value in use of a cash generating asset is determined as the present value of the estimated future cash flows expected to be derived from the continuing use of an
asset and from its disposal at the end of its useful life. 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 carrying amount, the carrying amount of the asset is reduced to its recoverable service amount. That
reduction is an impairment loss.

An impairment loss of assets carried at cost less any or is in surplus or deficit. Any impairment loss of
arevalued asset is treated as a revaluation decrease.

An impairment loss is for h. units if the service amount of the unit is less than the carrying amount of the unit. The impairment
loss 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 loss recognised in prior periods for assets may no longer exist or
may have decreased. If any such indication exists, the recoverable service amounts of those assets are estimated.

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

A reversal of an impairment loss of assets carried at cost less iation or isation is in surplus or deficit. Any reversal of
an impairment loss 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 South Africa, only entities 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 accordance with legislation, in instances 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

Events after reporting date are those events, both favourable and unfavourable, that occur between the reporting date and the date when the financial statements are
authorised for issue. Two 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 economic decisions of users taken on the basis of the financial statements

COMMITMENTS
Items are classified as commitments when an entity has committed itself to future transactions that will normally result in the outflow of cash.

Disclosures are required in respect of

C its for which is 'y to achieve a fair pi ion should be disclosed in a note to the financial statements, if both the following criteria are
met:

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

- Contracts should relate to something other than the routine, steady, state business of the entity — therefore salary commitments relating to eemployment
contracts or social security benefit commitments are excluded.

Segment information

A segment is an activity of an entity:

[ Mthat generates economic benefits o service potential (including economic benefits or service potential relating to transactions between activities of the same entity);
L Liwhose results are regularly reviewed by management to make decisions about resources to be allocated to that activity and in assessing its performance; and

[ for which separate financial information is available.

Reportable segments are the actual segments which are reported on in the segment report. They are the segments identified above or alternatively an aggregation of
two or more of those segments where the aggregation criteria are met.

Measurement

The amount of each segment item reported is the measure reported to management for the purposes 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 allocations 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 surplus or deficit that is used by management.
Similarly, only those assets and liabilities that are included in the measures of the segment's assets and segment's liabilities that are used by management are reported
for that segment. If amounts are allocated to reported segment surplus or deficit, assets or liabilities,

those amounts 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 assessing segment performance and
deciding how to allocate resources, segment surplus or deficit, assets and liabilities are reported in terms of that measure. If management uses more than one
measure of a segment’s surplus or deficit, the segment's assets or the segment's liabilities, the reported measures are those that management believes are
determined in with the principles most istent with those used in measuring the corresponding amounts in the entity’s financial
statements.

Identification of segments
The municipality is organised and reports to management on the basis of major functional 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
allocation of resources. The disclosure of information about these segments is also considered appropriate for external reporting purposes.

Aggregated segments
The municipality operates within it municipal as per the and ion. Segments were aggregated on the basis of services delivered as
management considered that the economic of the segments were similar to warrant aggregation.

Types of goods and/or services by segment
These reportable segments as well as the goods and/or services for each segment are set out below:

Reportable segment Goods and/or services
Water and Waste of water and waste management

OtherProvision for infrastructural projects and other services
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ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS

For the period ended 30 June 2023

TRADE AND OTHER RECEIVABLES FROM
EXCHANGE TRANSACTIONS

Trade receivables

For the period ended 30 June 2023

Service debtors

Water and Sewerage
Direct Deposit
Total
Other Receivables
Accrued Income
llembe Enterprise
Outstanding deposits
Sundry Debtors
Other debtors
Acknowledgement of debt
Input VAT accrual on outstanding creditors
Value Added Tax Receivable from SARS
Total other Receivables

Total Trade and other receivables

as at June 2022
Service debtors

Water and Sewerage
Direct Deposits
Total

Other receivables

Umngeni water debtor

Accrued interest

llembe Enterprise

Outstanding deposits

Sundry Debtors

Other debtors

Acknowledgement of debt

Value Added Tax Receivable from SARS
Value Added Tax Input Accrual on outstanding creditors
Other receivables

Total Trade and other receivables

Summary of Debtors by Customer Classification

For the period ended 30 June 2023

Current (0 — 30 days)

31 - 60 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 2022

Current (0 — 30 days)

31- 60 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

Allowance for
Impairment on

Gross Balances receivables Net Balance

R

834,622,609 (784,246,478) 50,376,131
(4,756,721) - (4,756,721)
829,865,888 (784,246,478) 45,619,410
8,534,207 - 8,534,207

0 - 0

5,099,110 - 5,099,110

2,740,147 - 2,740,147
19,179,677 (11,407,683) 7,771,994

95,212 - 95,212
20,762,433 20,762,433
11,547,497 11,547,497
67,958,284 (11,407,683) 56,550,601

897,824,172 (795,654,161) 102,170,011
658,043,850 (474,971,912) 183,071,938
(239,527) (239,527)
657,804,323 (474,971,912) 182,832,411
23,836,268 - 23,836,268
64,922 - 64,922
102,368 - 102,368

2,740,147 - 2,740,147
18,903,368 (11,530,384) 7,372,983

349,466 - 349,466

6,948,568 - 6,948,568
19,181,018 19,181,018
72,126,125 (11,530,384) 60,595,741

729,930,448 (486,502,296) 243,428,151
Residential Industrial/ National and
Commercial Provincial
Government

R R R
25,676,407 5,459,633 3,747,730
22,455,272 2,181,954 2,953,603
20,770,335 1,300,406 1,594,242
18,584,235 1,416,147 1,384,727
19,382,120 1,678,013 1,692,876

656,744,351 28,514,112 19,086,444
763,612,721 40,550,266 30,459,622
(760,263,013) (23,983,465)

3,349,708 16,566,801 30,459,622
20,468,610 3,974,058 4,533,945
16,481,666 2,963,366 2,460,453
16,646,495 1,203,040 1,977,028
17,059,791 834,242 1,432,190
14,857,331 763,961 1,039,344

515,185,663 19,260,526 16,902,141

600,699,558 28,999,192 28,345,100
(456,271,982) (18,699,930) -

144,427,576 10,299,262 28,345,100
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ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2023

Water and Sewerage: Adgeing
Current (0 - 30 days)

31 - 60 Days

61 - 90 Days

91 - 120 Days

121 - 150 Days

+ 365 Days

Total

Reconciliation of the debt impairment provision - Trade Receivables

Balance at beginning of the vear
Contributions to provision VAT inclusive

Bad debts recovered/ Consumer Accounts Adjustments

Doubtful debts written off against provision
Balance at end of year

Contributions to provision excluding VAT - Consumer Debtors
Contributions to provision excluding VAT - Other Debtors

CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of the following:
Petty cash and cash on hand
Bank statement balance

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

Cash book balance at end of vear

Bank statement balance at beainning of vear
Bank statement balance at end of year
Salaries Bank Account

First National Bank - Durban Branch
Account Number 62006302385 - Current Account

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

Bank statement balance at beainning of vear
Bank statement balance at end of year

Main Bank Account

First National Bank Account - Durban Branch
Account Number 50851211546 : Current Account
Cash book balance at beainning of vear

Cash book balance at end of year

Bank statement balance at beginning of vear
Bank statement balance at end of year

Revenue Bank Account
First National Bank - Durban Branch

Account Number 62409366722 : Current Account
Cash book balance at beginning of vear

Cash book balance at end of year

Bank statement balance at beginning of year
Bank statement balance at end of vear

Projects Bank Account

First National Bank - Durban Branch

Account Number 62046718641 - Current Account
Cash book balance at beginning of vear

Cash book balance at end of year

Bank statement balance at beginning of year
Bank statement balance at end of vear

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 vear

Bank statement balance at beginning of vear
Bank statement balance at end of 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 61085067093 - Call Account

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

2023
R

34,883,770
27,590,830
23,664,984
21,385,109
22,753,009
704,344,907
834,622,609

2022
R

Restated

28,976,613
21,905,485
19,826,563
19,326,224
16,660,636

48,329

(474,971,912) (426,717,329)
(316,925,550) (121,042,843)
540,194
7.110.790 72,788,260
(784,246,478) (474,971,912)
(275,587,435) (105,367,905)
- (7,377.484)
(275,587,435) (112,745,390)
44,000 44,000
281,460,897 202,742,719
281,504,897 202,786,719
13,491 15,341
10,442 13,491
64,911 160,194
4,756,721 64,911
181,121 50,891
8,763,796 181,121
183,831 116,010
8,763,796 183,831
8,376,346 17,576,375
45,156,912 8,376,346
8,376,346 17,581,495
45,156,912 8,376,346
12,028,472 8,970,755
21,592,656 12,028,472
12,114,216 8,843,479
16,503,071 12,114,216
20,377,451 32,717,597
1,831,373 20,377,451
21,761,790 32,717,638
8,174,633 21,761,790
(8,637,565) (11,386,711)
21,797,790 (8,637,565)
5,753,761 325,126
35,429,329 5,753,761
- 7722652
3369 -
270 814 267 424
10 413 026 270 814
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ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2023

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

Bank statement balance at the begining of the vear
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 vear

Investment Current Account
First National Bank Account - Durban Branch
Account Number 62773447729 : Call Account

Bank statement balance at the begining of the vear
Bank statement balance at the 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 vear

Investment Current Account
First National Bank Account - Durban Branch
Account Number 62773449965 : Call Account

Bank statement balance at the begining of the vear
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 vear

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

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

Investment Current Account
First National Bank Account
Account Number 62905591170 : Call Account

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

Investment Current Account
First National Bank
Account Number 63006114134

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 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 Branch
Account Number 62896350817 : 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 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
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 62905587806 : 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 Account

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

2023
R

2990 636
3194524

1798
1059210

599
2615

367
781 690

3248 279
27,434

34072 869
20,819,373

16 619 287
12534 396

1084 161
1158074

31632981
30 341 361

1286 427
17 906 354

406 271
505 285

107 103
114 405

36 383 308
38995 520

3876 070
4599 600

13

2022
R

2877337
2990 636

475821
1798

9229
599

172127
367

7043 649
3248279

44 685 728
34072 869

16 619 287

1044 491
1084 161

31632981

401 046
1286 427

36 805 325
406 271

103 184
107 103

17 698 989
36 383 308

1295470
3876 070

685 984
13
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ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2023

Investment Current Account
First National 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 vear

Petty cash and cash on hand

Total investments

Bank Statement Balance

Cash book balance at beainning of vear

Cashbook balance at vear end

INVESTMENT IN CONTROLLED ENTITY

Investments in cotrolled! entity - Enterprise llembe Development Agency
% Holding

Ordinary Share: 100 @ R1 each

INVENTORIES

Opening balance of inventories:
Consumable stores - at Net Replacement Cost
Water

Receipts (Acquisitions)
Consumable stores

Water- System input- Purification cost
Water- System input- Bulk purchases

Issued (expensed):
Consumable stores
Water

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

Consumable stores

Water Loss

Consumable stores
Water

NON-CURRENT RECEIVABLES

Opening Balance
Staff Debtors Addition

Less:

Collections and Recoveries

Councillor A Baardman Salary Overpayment -Repayment
Less: Provision for bad debts

Total

Councillor A Baardman Salary Overpayment
Councillor A Baardman Salary Overpayment - Repayment

Staff debtors relate to bursaries granted to certain staff
members as part of a bursary scheme approved by
council.

2023 2022
R R

22 506 879 21958 589
20220 199 22 506 879
44,000 44,000
162,676,435 154,487,865
118,784,462 48,254,855
32,383,318 47,997,249
99,196,970 32,383,318
100 100
100% 100%
10,708,413 10,888,684
9,196,119 | 8,140,982
1,512,294 2,747,702
244,126,000 215,825,428
16,413,114 15,386,115
10,435,821 8,563,892
217,277,064 191,875.420
(137,531,490) (120,845.807)

(15,459,616) (12,271,783)
(122,071.874) (108,574,025)
(105,196,931) (95,159,891

- (2,059,195)
(105.196.931) (93.100.696)
12,105,992 10.708.413
10,149,617 9,196,119
1.956.375 1,512,294
1,250,785 1,080,517
316,195 222,631
(71,987) (52,362)
(71,987)
1,494,993 1,250,785
219,870 239,763
- (19,892)
219,870 219,870
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8 DIVIDENDS
Siza Water Dividends

ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2023

2023
R

19.000.000

2022
R

21,500,000.00

19,000,000

21,500,000.00
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10 PROPERTY, PLANT AND EQUIPMENT

ILEMBE DISTRICT MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2023

Land Buildings Infrastructure: Computer Furniture & Machinery & Transport Total
Water & Sewer Equipment Office Equipment
10.1 Reconciliation of Carrying Value Eaninmant
R R R R R R
As at 1 July 2022 3,092,908 20,980,056 2,742,864,561 7,179,535 1,650,904 2,718,708 37,568,379 2,816,055,122
Cost/Revaluation 3,092,908 34,484,212 3,637,524,688 12,323,130 3,599,269 5,878,916 84,415,297 3,781,318,420
Correction of prior year error (note 30) - Cost - - - - -336,170 336,170 -
Correction of prior year error (note 30) - Accumulated
depreciation and impairment losses - (39,567) 113,108 (73,541) -
Accumulated depreciation and impairment losses - (13,504,157) (894,660,127) (5,143,593) (1,908,799) (2,937,147) (47,109,548) (965,263,371)
Acquisitions - - 3,113,294 - 686,489 - 3,799,784
Assets under construction acquisitions - - 263,098,083 - - - - 263,098,083
Depreciation - (1,137,419) (106,439,230) (2,976,603) (175,391) (595,759) -13,594,615.12 (124,919,018)
Carrying value of disposals - - (1,647,674) (312,093) (8.878) (19,387) (228,546) (2,216,578)
Cost/Revaluation - - (10,833,071) (1,620,097) (87,824) (128,787) (5,547,715) (18,217,494)
Accumulated depreciation and impairment losses - - 9,185,397 1,308,004 78,946 109,400 5,319,169 16,000,916
Impairment loss/Reversal of impairment loss - - - - (24) (95,703) (95,727)
Transfer into Assets 5,212,000 - 172,027,126 - - - 177,239,126
Transfer from assets under construction - (171,424,276) - - (171,424,276)
Accumulated depreciation and impairment losses: Transfers - - - -
Other movements (change in accounting estimates) - (34,139) (1,290,279) (10,170) (31,848) (19,080) (351,901) (1,737,418)
For the period ended 30 June 2023 8,304,908 19,808,497 2,897,188,310 6,993,964 1,434,761 2,675,267 23,393,317 2,959,799,026
Cost/Revaluation 8,304,908 34,484,212 3,890,392,550 13,816,327 3,511,445 6,100,448 78,851,852 4,035,461,741 |
Accumulated depreciation and impairment losses - (14.,675,715) (993,204,240) (6,822,363) (2,076,684) (3,425,181) (55,458,535) (1,075,662,717)
The circumstances under Impairment of Proprerty Plant and Equipment were derived through verification and conditional assessment of assets.
8,304,907.72 19,808,497 2,897,188,180 6,993,897 1,474,403 2,898,307 23,393,317
Threre is no Property, Plant and Equipment pledge as security for liabilities.
0 0 130 67 (39,642) (223,039) (0)
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Assets Under Construction is made of the following:

Augmentation of Sokesimbone Water Supply Scheme and Construc 21,681,166
Avon pipe peaking power replacement 2,000,000
Borehole Sonkombo 126,086
Construction of bulk pipeline at Ngcebo / Kwadukuza Zone G 3,539,574
COVID19 Spring Protection - acquisition 17,236,933
Profesional fees darnal (Makhaotse) 9,284,528
TS/209/2020Pump Station:DARNAL 30,010,439
TS/227/2022 6,922,113
Distribution: Glenhills 32,737,949
Distribution: Inyoni Bulk Water 435,784
Distribution: Padianager Pumpstation and Pipeline 1,479,854
Distribution: Sonkombo Water Reticulation 4,985,721
Distribution: Warrenton and Glenhills Reticulation 471,379
Driefontein Housing Bulk Sewer 10,356,537
Groutville D - Priority 5: Ward 10 25,899,272
Inyoni Housing Bulk Sewer 117,079
KDM Sewer Mains Replacement 9,158,514
Macambini Water Supply - Phase Phase 5A 53,357,062
Macambini Water Supply Phase 5 - Phase 5B 15,455,771
Macambini Water Supply Phase 5C 910,895
Manda Farm Water Borne Sanitation Project 434,474
Mandeni Reticulation refurb 3,541,011
Maphumulo Town Bulk Sewer 7,983,943
Masibambisane Regional Water Suppy 33,223,826
Mechanical Screen replacement 1,327,454
Ndulinde Phase 1MI & 3.5MI Reservoirs 23,783,404
Ndwedwe Reticulation Refurbishment Esidumbini; Mantobelo an 839,169
New Borehole- kz293 2,612,451
Ntunjambili Bulk Water Supply Scheme 9,870,121
PROFESSIONAL FEES - TS 184- 2017/TS 197/205/206-2019 7,121,922
PUMP REPLACEMENT 3,397,557
reburbishment of reticulation - Sonkombo 2,087,461
Reprioritization: Nacebo Pumps Upgrade 7,846,552
Reservoirs: WOSIYANE EXTENSION 11,070,163
Reservoirs:Offtake 13A - Ingelmere Estate Helmsley Mursia Cane Reservoir 10,849,128
Sewer Pipe Replacement - Internal project 41,637
Southern Regional BLK - Pipeline 9,357,014
Southern Regional BLK - Pump station 29,684,247
TELEMETRY SYSTEM (MC650/ 37 0 111) 1,593,378
TS/179/2017 32,534,906
TS/182/2017 38,641,348
TS/212Water Treatment Works 5,377,094
TS/87/2012 TS/93/TS130 3,325,611
TS/94/2013 22,846,927
Umvoti Electrical supply to water pump stations 1,242,072
Upgrade of Frasers WWTW 5,979,749
Waste Water Treatment Works: Kwadukuza 3,779,564
Waste Water Treatment Works: Lindelani 18,766,899
Waste Water Treatment Works: SUNDUMBILI WASTE WATER UPGRADE 6,736,377
Wosiyane Water Scheme Rehabilitation 902,241

2,964,3!
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Delayed Projects as 30 June 2023:
Projects

Profesional fees DNPC consulting (Resevoir offtake 13)

Profesional fees Zimane consulting (Manda farm waterborne si

Reservoirs: WOSIYANE EXTENSION

SUNDUMBILI WASTE WATER TREATMENT

Umvoti Electrical supply to water pump stations

Waste Water Treatment Works: Kwadukuza

Waste Water Treatment Works: Lindelani

TS/94/2013 (Ndwedwe town development)

TS/182/2017(Southern regional BLK wtr-Sew)

Comments

This project was designed and put on hold due to various reasons, one of the reasons is that project ran out of funding at a planning stage due to RBIG
grant being discontinued and some of the funding to go into construction was to be sourced from Developer's contribution which never materialised as
KwaDukuza Municipality had no plans to connect electricity in the area that time.

1his project Is at Inception/initiation stage, as ILembe we cannot move due to Mandeni delaying us on their side. Mandeni needs to do their preliminary
designs and give us layouts which show us where are the tie- in points and the required flows to be accomodated by our bulk infrastructure. They are in the
process of still appointing a service provider to undertake their planning studies and this process has been really slow from their side. That is why there is

I'he project Is on hold because Umgeni Water Is busy with the design tor the bulk pipeline that will supply the project. Ihere are no other water sources
that can meet the demand for the area. The project will resume once Umgeni Water has implemented Umshwathi Phase 6 Bulk Water Supply that will
supply the area.

Ihe project Is at preliminary design stage. During the studies conducted, It was discovered that the plant, In its current location, Is in a flood plane. This 1s
supported by the constant flooding after heavy rains. Investigations are currently underway to identify an alternative site that will be suitable for a new
Waste Water Treatment Works.

Umvoti Balancing and Kearsney pump station are connected to the rural electrical supply which consistantly causes unpredicted power disruptions
affecting the full operation of both pumps. Project's objective was to supply a dedicated electricity supply to uMvoti balancing pump stations. Studies and
preliminary designs were conducted and finalized. The cost of dedicated electricity supply was more than the bugdet allocated, hence we opted for a diesel

The project Is at preliminary design stage. During the preliminary design stage it was required that an environmental study be undertaken which will entail
the application for a Water Use Licence (WULA) to DWS , as part of the enquiries to DWS it was requested that a specialist study be undertaken to
determine the assimilative capacity of the uMvoti River to see if it can take the sewer effluent from the plant. it was discovered that the uMvoti river is

The municipality is currently in a legal dispute with the design consultant for the project. The matter is awaiting a court date. The project is on hold pending
the outcome of the Court.

Project is delayed due to funding

The scope of the project is largely bulk gravity sewer infrastructure which is naturally required to be constructed in low lying areas typically along water courses to collect
sewage from high lying areas under gravity. For this reason, there isn't much flexibility to reroute gravity sewer pipelines in undulating topography unless multiply pump
stations are introduced which then becomes uneconomical. Based on this pipeline routing along water courses, a Water Use License is required. The general project
requirements and the Water Use Licence requires consent from the effected landowners for which the pipeline is proposed to traverse which resulted in a major delay to the
start of project as the option of rerouting was not possible. The tender process started in November 2017 on the basis that the WULA will be obtained prior to
commencement of construction. A Contractor was appointed in May 2018 but was instructed not to commence with work. Three landowners did not want to sign the WULA
consent forms in order for the WUL application to be submitted. Negotiations continued from 2017 to 2019 where one landowner was left to sign. Agreement was reached in
principle after many valuation reports and the involvement of the landowner’s lawyer. Construction commenced in November 2019 on the basis that the outstanding
landowner consents were imminent and the scope which had major environmental triggers are put on hold until the WUL is obtained during construction. At the time, DWS
introduced an e-WULA system whereby the application can be submitted online which had an expected response time of 90days. The landowner did not end up signing the
consent which caused a further delay to the WUL application submission after construction commenced. In March 2021, the WUL application was submitted online however,
the 90days response time became 300 days. Based on the late submission of the WUL application and since the project had already commenced, the scope (major
environmental triggers) that was put on hold was de-scoped from the project as it could not be carried out without the WUL. The Contractor completed the work that could
be done and was issued with practical completion in September 2021 with outstanding work such as the N2 pipe jack which was completed in December 2021 and the
provision of asbuilt survey. The asbuilt survey was reviewed in November 2021 and the Employers Agent found that the Contractor did not construct the pipeline according
to the design and within the tolerances of SABS 1200 and as a result had a negative impact on the performance of the sewer infrastructure . A list of NCR’s was issued to
the Contractor to resolve in December 2021. The Contractor did not resolve/ close these NCR's. In April 2022, the floods damaged a portion of the pipeline recently
constructed by the Contractor and at this time the Contractor still did not attempt to resolve the NCR’s. There was back and forth communication between the project team
attempting to resolve the matter and by December 2022 a dispute in accordance with GCC 2015 was raised as the Contractor did not resolve the NCR’s and was
questioned as to whether the flood damage could be remedied by the Contractors insurance. The adjudication process was concluded in March 2023 and was found that the
Contractor had achieved Completion in December 2021 however, they were required to resolve the NCR’s that were not damaged by the floods within the Defects Liability
Period. The Final Approval Certificate for the project to this day has not been issued and the final retention has not been released as the Contractor has not resolved these
NCR’s. On 5th June 2023, the Employers Agent issued the Contractor an instruction to make good of defects as per the NCR’s. On 23rd June 2023, the Contractor
communicated that they reject the instruction. The Employers Agent is currently finalising a response. Should the Contractor fail to resolve the NCR’s, the Employer will then
be entitled to have such work done by their workmen or by others and the associated costs will be for the Contractors account. The final retention due to the Contractor is
being held until either the work is done by the Contractor or until the work is done by others and costs verified which then be offset from the retention. The Phase 2 of the
project which is expected to be advertised at the end of this month will include the previously descoped work, the flood damaged work and possibly work to resolve the
NCR’s. The Water Use License Authorisation was obtained in November 2022.

Asset under Construction Reconcilliation:
Opening Balance at 1 July 2022 461,290,529
Prior period error -
Additions 263,098,083
Transferred to completed projects (171,424,276)
Impairment -
Closing Balance at 30 June 2023 552,964,335
REPAIRS AND MAINTENANCE PER ASSET CLASSIFICATI{ 2023
Intangible Assets 7,955,662
Building 738,957
Other Assets 42,821,173
Infrastructure (Water & Sewer) 60,927,477
Total 112,443,269
I
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Reconciliation of Carrying Value

As at 1 July 2021

Cost/Revaluation

Correction of prior year error (note 30) - Cost
Correction of prior year error (note 30) - Accumulated
depreciation and impairment losses

Accumulated depreciation and impairment losses

Acquisitions
Capital under Construction
Depreciation

Carrying value of disposals
Cost/Revaluation
Accumulated depreciation and impairment losses

Land Buildings Infrastructure Computer Furniture & Machinery & Transport Total
Water & Sewer Equipment Office Equipment
Eaninmant
R R R R R R

3,092,908 22,195,001 2,638,787,534 7,419,640 2,111,090 3,429,573 50,603,538 2,727,639,280

3,092,908 34,484,212 3,447,032,570 10,436,583 4,409,732 5,366,959 79,335,859 3,584,158,823 |
- - (23,250) - - 23,250 - -
- - 354,756 (992) (18,615) 23,032 358,181

(12,289,210) (808,576,542) (3,015,951) (2,298,642) (1,942,021) (28,755,353) (856,877,720) |

- - - 2,255,991 - 415,524 7,093,224 9,764,740
- = 216,542,015 - - - 216,542,015
- (1,214,947) (104,593,439) (2,306,525) (289,735) (575,628) (19,866,997) (128,847,271)
- - (3,730,978) (53,207) (71,389) (35.949) (524,016) (4,415,539)
- - (26,026,356) (369,445) (383,953) (353,326) (2,013,786) (29,146,867)
- - 22,295,378 316,238 312,564 317,377 1,489,770 24,731,327
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Impairment loss/Reversal of impairment loss

Transfers

Transfer from WIP

Accumulated depreciation and impairment losses: Transfers
*Other movements - Change in accounting estimates

As at 30 June 2022

Cost/Revaluation

Correction of prior year error (note 31) - Cost
Correction of prior year error (note 31) - Accumulated
depreciation and impairment losses

Accumulated depreciation and impairment losses

- - (3,080,085) - (1,023) (272,712) (3,353,820)
- - 210,793,556 - 210,793,556
- (210,793,556) (426,509) 426,509 (210,793,556)

399,191 (399,191)

- - (1,060,413) (136,363) (31,155) (46,357) (1,274,288)
3,092,908 20,980,055 2,742,864,561 7,179,536 1,690,470 2,941,769 37,305,749 2,816,055,048
3,092,908 34,484,212 3,637,524,688 12,323,130 3,599,269 5,878,916 84,415,297 3,781,318,420

- (13,504,157) (894,660,127) (5,143,593) (1,908,799) (2,937,147) (47,109,548) (965,263,371)
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Name of the Project

Asset under Construction Reconcilliation:

Opening Balance at 1 July 2021 455,932,568
Prior period error (390,501)
Additions 216,542,015
Transferred to completed projects (210,793,556)
Impairment -
Closing Balance at 30 June 2022 461,290,527
REPAIRS AND MAINTENANCE PER ASSET CLASSIFICATI{ 2022
Intangible Assets 6,198,442
Building 2,401,367
Other Assets 24,744,001
Infrastructure (Water & Sewer) 53,627,396
Total 86,971,206
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ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2023

11 HERITAGE ASSETS

Mayoral Chain Total
11.1 Reconciliation of carrying value
R
As at 1 July 2022 205,578 205,578
Cost 205,578 205,578
Accumulated impairment losses - -
For the period ended 30 June 2023 205,578 205,578
Cost 205,578 205,578
Accumulated impairment losses - -
11.2 Reconciliation of carrying value Mayoral Chain Total
R R
as at July 2021 205,578 205,578
Cost 205,578 205,578
Accumulated impairment losses - -
as at June 2022 205,578 205,578
Cost 205,578 205,578

Accumulated impairment losses - -

The nature of the heritage asset the municipality has is Mayoral chain.
This asset is not pledge as security for liabilities.
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ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2023

INTANGIBLE ASSETS

Reconciliation of carrying value

As at 1 July 2022
Cost
Accumulated amortisation and impairment losses

Acquisition
Other Movements - Change in estimate
Amortisation

Carrying value of disposals
Cost
Accumulated amortisation

For the period ended 30 June 2023
Cost
Accumulated amortisation and impairment losses

Reconciliation of carrying value

As at 1 July 2021

Cost

Prior year error (Cost)

Prior year error (Amortization)

Accumulated amortisation and impairment losses

Acquisitions
Other Movements
Amortisation

Carrying value of disposals
Cost
Accumulated amortisation

Impairment loss/Reversal of impairment loss
Transfers
Other movements

As at 30 June 2022
Cost
Accumulated amortisation and impairment losses

Computer Software Total
Licenses
R R

4,302,765 4,202,496 8,505,261
11,207,504 11,055,832 22,263,336
(6,904,739) (6,853,336) (13,758,075)
(152,475) (467,833) (620,308)
(670,096) (644,582) (1,314,678)
(93,641) (766,726) (860,367)
(3,180,825) (4,813,052) (7,993,877)
3,087,184 4,046,326 7,133,510
3,386,552 2,323,355 5,709,908
7,874,204 5,774,948 13,649,152
(4,487,651) (3,451,593) (7,939,244)

) Computer Software Total

Licenses
R R R

1,612,193 4,642,693 6,254,887
7,216,664 11,168,357 18,385,022
(5,604,471) (6,525,664)  (12,130,135)
4,221,303 2,691,507 6,912,810
(230,464) (362,096) (592,560)
(1,300,268) (778,347) (2,078,615)
- (1,991,262) (1,991,262)
- (2,441,936) (2,441,936)
- 450,675 450,675
4,302,765 4,202,496 8,505,261
11,207,504 11,055,832 22,263,336
(6,904,739) | (6,853,336) (13,758,075)
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ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2023

InM InM
2002 2022
R R
Restated
13 TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS
Trade Creditors and Accruals 91.178.727 51.990.267
17174348 41099540
3497171 !
18.178230 17.262.684
Cussiandina avments 16.304.432 15.777.462
38,681 38.681
25.934370 36.298.797
hea 7.808.460 6.757.752
Corsumer wter denosits
Total creditors. 180.114.418 160.225.183
Value Ade Tax
it VAT Accrial on cusiantin detio 110.430501 89.481.058
Oimh VAT Ackninlon Prowiion or detis mosimment (1131593860 (71821271)
Total Value Added Tax - Pavablas 2728795 17.659.787
TOTAL TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS 182843213 186,664,970
14 CONSUMER DFPOSITS
Water 593141 5793104
sewer 121 989 121 980
6.054.131 5915004
15 TRADE AND OTHER PAYABLES FROM NON-EXCHANGE TRANSAGTIONS
Unsnent Conditinnal Grants and Receints
Provincial Townshin Fetahlishment 1042 205 1044205
Finance Manaement Grant . .
K7N Feanomic Develanment Tairism and Frvironmental Affars. 23R 52 ,
el Gavernment Sector Felication and Trainina Atthority Grant - .
Water Senvices Infrastricture Grant asaas1a o
Miunicinal disaster Recover 14549 000
inal disaster reliel 2013 19523000
Rural Road Asset Manadement Sustem Grant 722 475 -
Snecialised fire and resciie vehicle ) &
Miunicinal Infrastriciire. G o o
blic Warks Proaramme o 0
Eneany Efiency and DemantSide o 5511
Rebablinion of N a1 2700000
o Watar Sunniy Scheme 25478 12458 967
Q{mkl\mhﬂ 10458 767
e water sunnly
Total Unspent Conditional Grants 45.757.289 36731868
Non-ciirrent unsnent conditianal arants and receints
Current portion of unspent conditional arants 45.757.289 36731868
See Note 21 for reconciliation of arants and receipts. These amounts are invested in rina-fenced bank accounts until utiised.
16 BORROWINGS
Develenment Rank of Souith Afica 21282 27 665131
Forex liabi 214185 2678722
23776 701 BETETTY

| ess - Cuirrent nortion transferred 1o current liahilities amR7A7 7769 AR
Develonment Rank af South Africa & 56 031 030285
Forex liahility 214185 1839 261
Non current bortion of borrowinas 15047915 23474208
Pevelnnment Rank of Sauth Africa
Bear interest at rates between 9,029 and 11.049% per annum and are repavable every six months with the last repavment due on 30 September 2025.

17 | FASES

17.1 FINANCE LEASE LIABILITY.
Present value,

For the neriad ended 30 June 2023 Minimum lease Future finance Future ather of minimum
charaes charaes charaes lease navments
Amounts navable under finance leases. R R R R
Within one vear 2538721 62524 646771 1828426
Within twa to five vears - - - -
3 Ga5od 646771 TarAdze
Less: Amount due for seiflement within 12 months (current — 2.538.720.80 62524 646771 1ArR 426

The finance lease balance includes vehicles and computers

The lease for computers equipment are utiised in the course of performing the Municipality's powers and functions.

Computr exuipment eases o o xee years. The neretate chatge i nked t theprime fate. T leases e repaid monthyand ncluce mlninance and
insurance. At termination of the leases the computer equipment revert o the les:

Vehicle Finance leases expire on separate dates, the last date being 30 September 2023. The interest rate charged is linked to the prime rate.

Present valie,

a5 at A0 June 2022 Minimum lease. Futire finance Futire other of minimum
navment charass charaes lease navments
Amounts navahle under finance leases R R R R
Within ane vear 10502 498 68 aR> M5 5455217 12456 066
Within tw to five vears 2 538 720 80 63524 646 771 1 AR 426
21132210 745 539 " 102 188 T4 ona 403
Fess: Amount due for 12 manths (eureent wR2 015 Ra55417 12 456 066
1.628.426

OPERATING LEASES.
Operating Lease as Lessee
At the reporting date the municipality has outstanding commitments under operating leases which fall due as follows:

Within one year 3034935 2,916,829

Inthe second to ffth year inclusive 2,883,227 5,699,736

After five years

Total 5918162 8616565
date the outstanding under operating leases which fall due as follows:

‘The lease for heavy duty scanners negotiated for 36 months ranging from 01 April 2021 to 31 March 2024. The rentals
escalation is 10% on the Annual Annivessary of the contract.

The second conract was neotiaed for a perod of 36 marihs ragng from 1 June 2022 lo 31 May 2025 for the
e contract,

s SERVICE CHARGES

Sale of water 251.294.995 210.527.481
Sewerage and saniation charoes 64.239.194

(3.952392) (2815697
ot Service Charaes 311.581.707 274.781.735

Sale of water s broken down into brenaid sales and conventional meters water sales.

18.1 Sale of Water

Prenaid water sales 2.484.026 6.076.216
Conventional meters water sales 248,810,969 204.451265.
251294995 210.527.481
venue Foraone (31202100 (2.248.655)
Total Waler Saes 248.165.785 208.278.:827

182 Sanitation charaes
Sewerane an saniationcharnes 64239.104 67.069.951

eveniie Farcione (A23.182) 1606 576)

63416012 66.463.425




ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2023

InM InM
2002 2022
R R
19 INTEREST EARNED - BANK BALANGES
Interest on Bank Accounts. 5.582.102 2347758
it Term Investments and Call Accoinis 18045 408 9598 6AA
23.627.600 11,946,445
20 INTEREST EARNED - OUTSTANDING RECEIVABLES
Interest on deblors 62.210.086 23.148.689
21 GOVERNMENT GRANTS AND SUBSIDIES
Onerational Grants
Fouitatle share 80 949000 600 260 000
Senices nfmsiuchre Grant 24720 642 14 565 438
Mo Infatnicante G 2a1p4 200 20457 819
Orer Comrment Crante e Subsiis 16667 407 111 a1g
Canital Granis
Water Senvices Infrastricture Grant 8215840 an 434 567
Municinal Infrasirichire. Grant 187 290 707 187 656 181
Other Government Grants and Subsidies
Total Government Grant and Subsidies 1043453856 892,521,053
211 Fauiitable Share
Ralance tinsnent at heainnina of vear . .
Current vear receints 680 949 000 600 260 000
Conditions met - transferred 10 reveniie 1680 049000 (600 260 000)
Balance at vear end
212 Municinal Infrastruciire Grant
Ralance tinsnent at heainnina of vear . .
Current vear receints 221475 000 217 109000
Comviions met - rnsterer 1o tevenue - Onecaions) Exmentie 4184208 (00452 A19)
Conviions met - rnsler in tevenu.- Canl Fanen MR720070M (17 656 1ATY
1ments and Transfers
Conaitons met
213 MUNICIPAI DISASTER RECOVFRY
Ralance nsnent at heainnina of vear o 0
Current vear receints 14549 000 -
Conviions met - nsterer o tevenue - :
imenis and Transfers . :
Conditions stil to be met - remain in liabilities (see note 15) 14,549,000
214 RURAI ROAD ASSFT MANAGEMENT SYSTEM
Ralance tinsnent at heainnina of vear - .
Current vear receints 2080000 2321000
Conviions met - nsterer 1o tevenue 12357 579 2221 000
and Trar
Conaitans Sl o he me - remain n abiles (see note 15 T22.475
215 WATER SERVICES INFRASTRUGTURE GRANT
Ralance unsnent at heainnina of vear 0 0
Current year receipts 100,000,000 55,000,000
Conditions met - transferred to revenue - Capital Expenditure (24.239642)  (14:565438)
Conditions met - transferred to revenue - Operational Expenditure (66,215840)  (40,434,562)
Adiusiments and Transfers
Conditions stil to be met - remain in liabilities (see note 15) 9,544,517
216 PROVINGIAI TOWNSHIP FSTARI ISHMENT

Ralance insnent at heainnina of vear 1044 205 1044 205
Current vear receints B .
Conditians met - transferred 10 reveniie - -
tments and Transfers

Conditions stil to be met - remain in liabilities (see note 15)

104439
217 ENFRGY FEFICIENGY AND DEMAND-SIDF
Ralance umsnent af hesinninn of uear sa11 a72 987
Current vear receint - 1000000
Condiions met ansioned i avenie - 124 778)
tments and Transfers 5511 (@72 000
Conaitans met 0 5.511.48
218 FINANCIAL MANAGEMENT GRANT
Balanceunsnent ot beninninn of vear - .
1.000.000
10000000 (1.000.0000
iments and Transfers
Conditions still to be met - remain in liabilities (see note 15) - -
21.9 EXPANDED PURLIC WORKS PROGRAMME
Balance unsnent at beainnina of vear - .
Current vear receints 5.439.000 £.363.000
Conditions me - transferred to reveniie 15.429.0000 (6.362.000)
A 1< and Transfers - -
Conditions met
2110 Kwazulu-Natal Denartment of Economic Develonment and Environmental Affairs
Ralance unsnent at heainnina of vear o o
Current vear recainis 9368522 -
Conditions met - transferredt fo reveniie - B
i fors
Conditions stil to be met - remain in liabilities (see note 15) 9368522 o
2111 NDWEDWE RORFHOI F WATER SUPPLY
Ralance unsnent at heainnina of vear - .
Current vear recainis 2.000.000
Gontions et - ranseret o v 12,000 000 -
and Trar - -
Condinons met
2112 SONKOMRO WATER SUPPI Y
Ralance unsnent at heainnina of vear - .
Current vear receinis 12.000000
Gontions et - ranseret 0 v (2541238 -
and - )
Conaions Stlo e met - remain i liabilties (see note 15) 10,456,762
2113 SPECIALISED FIRE AND RESCUE VEHICLE

Balance unsnent at beainnina of vear &) 200161
Current vear receiot . -
Condone met - ransfered 1o evenue
Adiustments and Transfers

(200.166)
Conditions met (5

2114 MUNICIPAL DISASTER RELIEF

Balance unsoent at beainnina of vear 19.523.000 0
Current vear receiots - 10.523.000
Conditions met - transferred to revenue - Operational Exenditure (7.246.567) -
Conditions met - transferred to revenue - Canital Exoenditure (12.273.420)

Adiustments and Transfer: - .
Conditions stil to be met - remain in liabilities (see note 15) 3013 10523,000



ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2023

InM InM
2002 2022
R R
2115 REHARII ITATION OF NSUZF DAM & SIDUMRINI DAM
Ralanceunsnent af beninninn ofvear 2700000 -
- 27000m00
2 85R A1 .
Conditions stil to be met - remain in liabilities (see note 15) 4L181 2.700,000
2116 SOKFSIMRONF WATER SUPPI Y SCHEME
Ralance umsnent af heninninn of vear 13458 967
Current vear recei - 22300000
Condiions met - anaferec 0 everie CEVEEPTI (a.8a1 033
s and Transfers
Conaltans s 0 he me - remain n abilies (see note 15 25478 13458067
2117 1 acal Government Sectar Fducation and Trainina Autharity
Ralance tinsnent at heainnina of vear . .
Current vear receints 24965 a3 144
Conviions met - onsterer o tevenue (324 2681 1633 1401
and Trar
Balance ot vear ond
22 OPFRATIONAI RFVENUFE
Tender Documents 281644 323,129
Clenrncecerficates 3303304 2.049.401
Shared Serv 3275845 1.478.822
Consiuetion Coniract 11703337 8.089.740
Development Charges 964,140 2,634,007
Bad deht Recovered. Commission. Adminisirative.cash sumluses Handlina fees 289572 300,841
10617842 15.685.070
23 AGENCY SERVICES
Siza Water Concession 2135600 2010681
2135600 2010681
24 FINES & PENALTIES
Heaal Comnectiors
Water 74.015
Disconmections. 9,549
83.564
25 LICENCES & PERMITS
mosoheric Emission 4112 30,000
icences and ormie 4112 954
8223 33,954
26 Public Contributions and Donations
Land 5.212.000 -
Donation - COGTA 602,850 -
5,814,850 -
27 EMPLOYEE RELATED COSTS
Fmnloves related costs - Salaries and Wanes 157 747 450 154 004 187
Fmnloves related costs - Contributions for UIE nensions and medical aids 27 447 208 23487 200
Travel motor car accommadation suhsistence and other allowances 785040 63 a1
Housing henefits and allow 686 760 54 428
Overtime navment 9916408 2006 084
Perdarmance and ather honises 12 808 A41 11302163
| na-senice awar 1815 Aas 578105
Telenhane Allowance 1482 144 1 ana 650
Pavments in lies of | 15545 77780
Non-Pensinnahle Allowance 72308 185 Aa70170
Other emolovee related costs £130118 10726215
Emplovee Related Costs 22,837,692 730014083
There were no advances o amnlavees
271
Senior Management 6488278
Municinal Staff 240 051 896 223575805
Total 242.837602 230.014.083
Remuneration of the Municioal Manager
Basic S: #20.762 1979268
Bonus Provisi 64213 76.940
Senice.Reloted Benafis - -
Allowances 191508 158271
Barainina Council 82,458 124
Life Insurance -
Contribuions tn UIF. Medical and Pension Funds - 91226
Post-Refirement Benefit: Medical 15221 .
Post-Refirement Benefit: Pension - ,
Post Retemens Banefi: therBareits . )
Unemnlovment insi - 2125
Loks. Costn Canialied 1771
Total 1176049 2308055
Included in the remuneration costs of the Municipal Manager is salaries and allowances paid to the former incumbent whose.
contract expired in August 2022.as well as the provision for performance bonus which he is enitied to for the duration he
seved in the Municipality during the financial year under review.
Also included is the responsibilty allowance paid to the incumbent who acted in the position of Municipal Manager for the
period 01 October 2022 up to 31 December 2022.
The current Municipal e 1t
him including the plenmsmn a fo pertormance bonus equwalem P peron he sened om i e he Jmned the Mumcnpalny
up to the end of financial vear under review.
Remuneration of the Chief Financial Officer
Rasic Salan 830,670 1030263
Ronus Provisian - 5414
Senice-Related Renefits - 3
Resnansihility Allowance 24553 92,269
Other Allowances 2457 122
Raraininn Couneil 76 -
Groun e Insurance . B
Performance Ronis 2015 .
Pension Cantribuions ! B
Post-Refirement Renefit: Medical N
Post-Reirement Renefit: Pensior - 2175
Post-Refirement Renefit: Other Renefits !
Unemplovment Insuran:
Less: Costs Capitalised 1181205
Inchuded n theremuneron oosts of the Chi Finenciel Ofsr s salries and ellowarces peld 1 the former incumbent
eptember 2022 uncil approved an extension
o' month 1o moh badis p 1 25 Fabtuary 2023 when he then tendercd s resination
Also included s the in the position
period 01 March 2023 10 30 June 2023 as well as pmms:on for per«e-mance Sonuses o whih e former et nanci
Oifcer s enied 1 or e curaion b sened in i Mumcipalty
Corporate Community
Remuneration of Individual Senior Managers TOTAL Technical Services Services Service
R R R
Forthe vt enert 30 June 2073
Rasic Sal 1.087.948 22557 232,250 a2.140
Derormance B - -
Senice-Related Renefits - - - )
Other Allowance: 237801 150.472 2137
Resnansibility Allowance 296574 515 121028 141581
Rarainina Council 120 - -
Groun e Insurance - - B
Performance Ronis 67.790 50843 16,948
Pension Contributions 100,106 65001 8015 -
Post-Refirement Renefit: Medical - - ! B
Post-Refirement Renefit: Pension - . . B
Post-Refirement Renefit: Other Renefits - - - 3
Unemnlovr ra 212544 1062.72 177.12
L'ess: Cosis Canitalised . . ,
1.790339.4 2125 477,778 180,002

The previous Muniipal Managers convact exred on 31 August 2022- The municipaly appaned Serior Manager Technicl
nvices 1o act on the vacant position of the Municipal Manager for the period 01 September 2022 to 31 December 2022 while

e municipality was concluding the recruitment process of the Municipal Manager's post. The recruitment process was

finalised and appointment was made. The incumbment has resumed his duties of Municipal Manager on 01 January 2023.

The Chief Financial Officer post was vacant as from February 2023. The municipality has appointed Manager: Asset
Management to act in the post while recruitment process is ongoing. The successful candidate has been appointed to resume
duties on 01 August 2023

Semor Manager Corporate Senvices is curenty vacan. the Muniiplty has appainid Manager: Humn Resouces (0 actin
this

Senior Manager:Community Senvices has resigned in the last financial year, which resulted in this post being vacant. The
Municipality has appointed internal incumbent to act i this post. The municipality has finalised the recruitment process in June
2023. The incumbment will resume work in upcoming month



Tine 2022

Rasic Salan
Ronus
Senice-Related Renefits
Allowances

Post-Refitement Renefit: Medical
Post-Refirement Renefit: Pension
Post-Refirement Renefit: Other Renefits
Unemnlovment Insirance

otal

28 REMUNERATION OF COUNCILLORS
Mavor

Denutv Mavor
Sneaker
Chief Whin
Executive Committee
Al Other Councillors
Total

281 MAYOR
Allowances and Service Related
enefits

Rasic Salan
Cell nhane Allowance
Market Related Non-
Pancinnahie Allwanea
Travellinn

V15 of Persanal Fariios
Sacial Cantil
M

e Renefits
Pensinn Fund Contrifuttians
Tatal

28.2 DEPUTY MAYOR
Allowances and Service Related

Ronafite

Travelling Allowance
Use of Persanal Faciliies

Medical Aid Renefits
Pension Fiind Contribitions

Total

283 SPFAKFR
Allowances and Service Related
efite

Rasic Salan

inn Allowance
\1se nf Persnnal Farilies
Medical Air Rensfits
Pensinn Fund Contriuttians

Tatal

28.4 Chief Whin
Allowances and Service Related

Rasic Salan

Cell nhane Allowance

nnal Eacilios

Medical Air Renafit
Pensinn Fund Contrittians
Tatal

285 EXECUTIVE COMMITTEE
an and

Medical Air Ransfits
Pansinn Frind Contribitians
Total

286 ALl OTHER COUNGI | ORS.
Allowanras and Service Balated

Rasic Salanv
Cell nhane Allowance
Housing Allo

‘of Persnnal Fariltios
Medical Air Ransfit
Pansinn Fund Contribitians

ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2023

TOTAL
22562509
145807 1

75470
g

162 4826

2.998.927.8

Technical Services
[

7798228

286324

1487622

1236

sa1949

2105
1,042,662

o o
e o
i i
Coporate  Community
Sorvicas Srvice
"
ssaat w21 000
e T
181 606 o717
P 1
a0 788 :
5106 5106
Sge207 0088
116328 1053740
o1 a8 w2106
oan 207 5a e
520574 a7 008
2000807 1m0
050 437 4 100 50
Tosisers Ssit e
so1a30 607,003
sa1110 aw0761
o7 14 s a1
Tic3288 o740
o ama saa e
o0 oy
168122 128,668
(1049 w776
satese w3106
a6 507 sac036
17,08
198206 108708
01 :
58297 FET)
ot o
P
26
w404
— 7 —110
somoss  1omao61a
% Toswon
eni  owes
aemcs see0d
wsss7  or1m
259080200 L76262061
2027209 275873220
Jeiooo  aisaisze
asess savosass
wmads oes7ansr
sroir  snema

395043212 4.100.550.3:

3

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

‘The Mayor, Deputy Mayor and Speaker have use of the Council owned vehicle for offcial duties. The Mayor has 2 full-time Protectors and 1 driver. Deputy Mayor has
2 fulltime drivers, and Speaker has 1 full-ime Protector and 1 full-time diver.
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DEPRECIATION AND AMORTISATION
Denreciaior

Intanaihle assets Amarisafion
Total Depreciation. and Amortisation

IMPAIRMENT OF ASSETS

Impairment of Assets/Reversal

ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2023

“The circumstances under Impairment of Proprerty Plant and Equipment were
ses,

FINANCE COSTS
Romowinas
leases

Interest an Disco
Total Finance Costs

INVENTORY CONSUMED

Water Issues
Buildinos Reoairs

Electrical anliances consumables
Consumables:Standard Rated

Renairs Bulk Main - Material KZ292

Reticulation Repairs Bulk Main - Material KZ291
Reticulation Repairs Bulk Main - Material K2293

Sewer Reticulation Repairs - Material KZ291
Sewer Reticulation Repairs - Material k2292
Conventional Meters

Chemicals (3301320700}

CONTRAGTED SERVICES

Contracted services for

COVID - 19 Huaiene
Debt Collection Commission

Emlovee Assistance Proaramme Staff Awards S
Manaaement Imig

Enerav Ffficiency Demand Side
Emnlovee Vaccine & sureillance.
Fond Samnlina

Huniene senices

as:

tine of Financial Insirument (Canital Unit Charae)

ound
lementation - solar v nroiect

Internal audit
Venal Fees

el Municinality Stnnort

Fithuli Soccer Tomament - Medical senices
el Arist

Medical exams.

Risk mananement committes

Rural Roads Asseis Svstems Mananement Grant (RRAMS) Fxnenditire

SAGE VIP license S A
Security
&

enice achisan - | acal Gavernment Sector Fdiieation and Trainin Autharity

Snatial Dev Framewark
ehicle fire exine

eniishers
VIP Tailets Fxnenditire (Minicinal Infrastricture Grant Oneratianall

Water conservation demand
Vouth Proaramme
Renairs and Maintenance Contracted

TRANSFFRS AND SIRSIDIFS.
Allocations in kind: Social Assistance

Sacial Relief Aid
Snecialised Fire Vehicle

| acal Feanamic Develonment Proiects (Fnfity ransfers)

1 acal Feanamic Develonment Proiects
Develonment of Small Mer
Frterorise il amhe arant
Torism

OPERATIONAL COSTS
Incl

fec in anerational cost are the followinc:-

Advertisina
At fees

Rank charaes

Rursaries

Fuel and oil

Insurance,

licence fees - vehicles

Membershin fees

Posiane

Prinfin and stafionery

Disaster Mananement

Property rates

Teleohone cost

Trainina

Travel and subsistence

Uniforms & overalls

Umaeni Water Contribution

Umshwathi Phase 5 Bulk Water Sunoly

nd Micro enternrises

Water and Sanitation - Siza Water Concession area

Eleciricity & Water
Onerational Cost (Renairs and Maintenance)
Vehicle Hire

Other

InM InM
2002 2022
R R
195748 042 120235 408
1934 986
127,681.028 131.906583
95,727 3353810
95.727 3.353.810
2123708 2658202

122.071.875
a3

1.295
839.500
5.146.201
1,659,996
1,985,476

1.417592
134.263.301

84.000
2387773
276.367

1532739
277,203
320,652
270.000

1.949.460

36.856
806066

1928728
a4 280

18725

2082 263
25 990 /75

20775472

1722000

38789 958

38,289,058

20720567

167.746.393

642.274
5.590.421
1357315

75,111
282,501

1.599.467
119575105

64348
2240825
130.202

655,272

§71R076
555 390

11108124

2 MR 261

25 461 A2

35.465.416

1.950087

133815347
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ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2023

InM InM
2002 2022
R R
Renairs and Maintenance
Renairs and Maintenance is made tn of the followin:
Operational Costs 8132768 8602370
Inventory Consumed 10,286,757 9,401,613
Contracted Services 99,769,664 68,967,222
Total Expenditure on Repairs and Maintenance 118.189.189 86,971,205
Fair value adjustment (Losses) - Capital Unit Charge - 7.483,136)
Refer to note 46 for further details, - (17.083.136)
GainiLoss)on sale ofassets
(360 367 1001 267
212 0021 153207
Ra7R) 71 380
1938 135 9491
Infrastniciuure Water and Sewer 1 8a7 A7) 1524 1900
Transnort Assels Gains 21535 284 204
Transnort Assels| nsses
(2206 788)
Total Gain / (loss) on sale of assets (2,816,864] (5,746,801
Inventory | nss
Water | s 105196 931 92100 69R
105196 931 92100 696

These are water Insses throioh averflow of reseviors. nine leaks

CORRECTION OF PRIOR YEAR ERRORS. CHANGE IN ACCOUNTING POLICY AND ADJUSTMENTS
PREVIOUSLY
RESTATED CORRECTION

Trade and other Pavables from exchanae transactions

Payable and accruals 53,299.915 51,162,961 > 136954
Invoices that were not accrued in prior
vear 2022.

Bonus provision 18,311,956 6,757,752 PO —

Other creditors 25,457,245 37,011,450 (11550205
Financial Performance
Statement of financial performance
changes on prior year. 1846344
Inventories 1782382 10.708.413 (1.072.969
Capitalisation of all prior expenses directly
involved in water inventories.
Trade and other Receivables from exchange transactions

Input VAT receivable 26,077,307 26,129,586 52,219
Prior year VAT receivables has been restated. 2,961,608
Contracted Services
An amount of RE51 944 was erronously not included in the 2022 financial
vear. 170,856,824 171,708,768 851,944
Cash and Cash Fauivalent
FNB-Account Number 62006302385 Salaries bank account- an amount of
R2 710 was errounusly not accounted for in the Cashbook disclosure note on
note 2 durina finalisation of 2022 audt 183,831.00 181,121 2,710
Contribution to Oraanised Local Government

2600516 2,942,005 341,489

Prior year disclosure of contributions o organised local government has been
restated

RFCI ASSIFICATIONS

NVENTORY CONSIMER
Chemicals previously disclosed under inventory consumed in 2022 financial year which directly involved in water purification process have been
reclassified and capitalised into water inventory in terms of GRAP 12

Furthermore, the inventory consumed prior year balance is reduced by a changed in water issues caused by a recalculation of water balance.
Water loss of R93 100 696 relating to 2022 financial vear was subtracted from water issue as well as the expenditure cost capitalised.

Water Issies 192,036,850.63
Chemicals 4,200,395 36

2022
Water Issiies T0R 872 1"
Water Inss 92100 RO
Chemicals 1 500 467
2008
Chemicls canitalised in water inventory 2 600 @R

EMPLOYEE RELATED COST

Employee related cost that are p process have in 2022 financial year and capitalised into water
inventory according to GRAP 12

2022

Employee Related Cost 234503603
2003

Employee Related Cost 230 maoRa

GAIN AND LOSSES ON LONG SERVICE

I prior year gain and losses on long senvice was disclosed under employee related cost as gain on long service. In the current year itis disclosed
as a separate line item i the face of statement of financial performance.

2022
Employee Related Cost - Long senvice 11187 00
2003
Employee Related Cost - Lona senice
Gains and Losses on Lona Servi 587 292

DEPRECIATION, AND IMPAIRMENT

mortisation and together as one balance. In the current financial year Depreciation and
| Amorisation s disclosed together, and Impairment is cisclosed separalely n the note and i the face of statement f financial perormance.

Furthermore, depreciation relating to water purification process in 2022 financial year have been excluded in depreciation expense as previously
disclosed and capitalised into water inventory according to GRAP 12.

Depreciation, Amortisation and Impairment 136146 554
2003
Denraciation and Amortisation T21 90 53
Imanairment on Assets 2353810
2008
Depreciation capitalised in water inventory ARA 150

VALUE ADDED TAX

Value Added Taxwas previously classified as a net balance in the face of finacial position. This current year it is diclosed separately in note 2 and
note 13 s per below:

2002
Vat input Receivable has been disclosed within Other Debiors in Note 2 s Value Added Tax from SARS and Value added Tax 28077307
Value Added Tax Payable has been disclosed within Trade and other payables note 13 as Value added Tax from Doubiful

Debtors and Value added Tax from Outstandina Debtors. 20464135

PAYABLES AND ACCRUALS

Accruals were previously disclosed separately and Trade Payables separately but both within the same not. This financial year they are combined
as Payable and Accruals in the same note.

2022
Trade Pavables 27.411477
Creditors Accrials 25 8RR 430

202
Pavables and Accruals 52412568

| Amount of R712 653 with a debit balance was reported under trade payables in 2022. In the current year its has been
reclassified 0 other creditors.

OTHER CREDITORS

| Amount of R712 653 with a debit balance was reported under trade payables in 2022. In the current vear its has been

2022

Other creditors, 26169 A9R.
2002

Other creditors 25 457 245




42 CASH GENERATED BY OPERATIONS

a4,

1

2

a

Sumlusiecit fo the vear
iustment for:-

Denreciation and amartisation
Fair Vialue Adiustment on Financial | ability
Forex aainifinss)

165 on disnosal of Pranertv Plant and Fauinment
Sale of asset

Public. contibutions and donatians

Contribution o nrovisions - non-ciirrent
Contribution to nrovisions 1| ona Service - current

Oneratina surnlus hefare working canital chanaes:

Increasel (decrease) in inventories

Increaselldecrease) in trade receivables

Increasa in conditional arants and receints

(Decrease) increase in trade navables

nasits

Increaselldecrease) in lona term receivahles
Cash aenerated bv/(utilised in) operations

Peviations

ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2023

InM
2002

124.958.775

127.776.755
72213
2816 864
(2600811
15814 850)
(576108

240473872

1307 578)

Deviations were approved in terms of requlation 36 of the Supply Chain Management Policy:

Total value

a1
43315833

The biggest porion o the deviaions was forsecury senices, tis amounted (0 R 37.557.971.15 cumulaively equating 0 67%
o the otal vl of deiatons. The Municpaly had been incring negular expenditre wih e idingo Sectrty S
in

‘contract. This senvice provider kept objecting against the Municipal
term aranGement. ahor-ar contracts waro antered o by 1o Mumcnpanw for
arded.

ruled in the Municipality’s favour. As a sho
various sites and areas until the new contract is aw;

anow contact. Eventually, MBAT

Cuhr ransastons Inchuted elscttcal splrs toHeysors Rod bulling amouning & 410.876.72, sl wered 0 watr

damages affecting the Solar PV system.

of vehicles replacing the ones damaged by floods (R 296,000.010) ant

tal
o human resources and payrol coud Soluon (2 520 620.40) fom th Sole provderaf e payrdl and o soltion

ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT

Contributions to oraanised local aovernment
Onering baiance

ubscrintions.

vt ot ot

Adiustment
Balance unoaid (included in pavables)
Audit fees

Current vear aucit fee

Amount paid - current vear

Balance unoaid (included in navables)

Value Added Tax

VAT input receivables and VAT output payables are shown in note 2 and note 13,

(2.938.582)

3983697
983,697

InM
2022

170.367.073

135.260.402
17283136
635986
572601

1187

W0 aAT §17

290.466.947

202
[

6119138
6.110.138

2.942.005
(2.042.005)

3885508
885,598

All VAT retums have been submitted by the due date throuhout the vear.



ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2023

InM InM
2002 2022
R R

44.4 PAYE and UIF
Onenina balance 3203314 3116108
Current vear navrall deductions 41176.498 40.028774
Amount paid - current vear (37913565 (36.825.460)
Amount paid - previous vears 2 116.108)
Balance unoaid (included in pavables) 3.262.034 3203314

‘The balance represents PAYE and UIF deducted in May 2023 payroll. This amount was paid in June 2023

44.5 Pension and Medical Aid Deductions

Onenina balance 2.702.105 2540116
Current vear navrall deductions and Gouncil Contributions. 59178587 53777708
Amount naid - current vear (56.002299)  (51.075599)
Amount naid - previous vears (2702105 (25401161
Balance unoaid (included in bavables) 5.086.288 2702105

The balance represents Pension & Medical aid deducted in May 2023 payroll. These amounts are paid in June 2023 except for Medical Aid and Retirement Annuity
‘which were paid in the month of deduction which is June 2023.

44.6 Councillor's arrear consumer accounts
Councillor Sina K 1337 -

lor Nacobo CM 26.945 19.080

Councillor Van Whve G1 - 477

lor Nowane 7P 5.260 5.087

Councillor Cele SSPP 2.5
Total Councillor Arrear Consumer Accounts 35717 27.049
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ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2023

iom iom
o2 207
R R
Material lossesireversal
Asset imnairment finsses) Reversal 57271 @asam
The curtent year impairment i a resultof ageing infrastructure.
Debt impairment (losses) 7,110,790 72,788,260
“Although the revenue callection has slighily improved when compared to pror years, the Council has faced a loss i the
icrsas inprovsion o bad des, Ther has been o s f n e 20222 iancialperiod and a profing wil bedone n
the 2023/24 financial period. This is caused by the billing of indigent categorised consumers who have not registered as
Iniqent benefianes o e OV deabase. Concoldatin of csounte an aceounte ot handec over o clecion.Theee are
accumulating interest on a monthly basis. Once a recommendation for a wite offis carted out, there should be a significant
movement in consumer debors and also the provision
Distribution Losses Percentaae distri
nits lost fllolitres)
Hleaal connectians and other 1 0392 1272757
Main leal 15% 2472000 4139.709
senvi an 61.008 120627
Meterina naccuracies 20 4.029.655 1114597
Service connection leaks S606 9270100 9253207
Units lost ficlolres) 100% _16.480.194 15,921,057
Unis lost (sales price per kiolite - rands) 210469141 180590.266
Unis lost purchase orice per killie - rands) 105196931 106.003.945
Unis lnst nercentane) a6 26 46119
The distribuion losses are mainly due to llegal connections, main leaks (ageing and leaks. A five year strategic
master lan for (e reciction of on fevenue watet has been adopied by the municipaity t adoress s robem.
Non-Compliance with Section 65 (2) of the Municipal Finance Management Act - Payments of creditors within 30 days
from dae of receipt
2022123 2021122
Number of days unpaid creditors at 30 June 40 days 34 days
Average number of days unpaid credilors during the year 31 days. sdays
Value of creditors not paid within 30 days during the year 6475571 10632266
Percentage of creditors paid within 30 days 99% 99%
Thers has been a sigifcant mprovements inte ficiencyof paying rechors o e when omparing 1 the previous
financial ye
On average it took 31 days o pay rediornices uring 2022123 fiancialyearcompared 10 44 days n 202122 n tems of
the number of davs calculated at vear e s was renorted at 30 June 2023 comnared to 34 davs in June 20
AT ere s b & ematkable rovement i he &cery win 1ogad o he payment o cediors, he has been a
slight increase in the time it 100k to pay creditors during the year 2022/23 due to a spike in operational costs during the months
of Apil, May and June 2023, This was parly due to the leased vehicles within the Municipality's flee having reached end of
lfecyele and fllen out of warranty period. This pushed the costs of repairs and maintenance as well as the costof hiing water
tankers to augment the broken fieet of leased water tanker trucks in order not to compromise senvice delivery.
The Municipality continues to explore ways and means of maintaining a posilive trajectory n terms of ensuing quick
tumaround time when paying for goods supplied and/or senices rendered by suppliers and senice providers.
Forex Loss
2023 2022
Toal Forex Liabilly as at 30 June 2,141,856 3678723
Forex Gain/ (Losses) (672.213) (635.286)
“The Sport rate at 30 June 2023 was 18.92. Should the sport rate increase by 196 the foreign liabilty will be R2 356 042.22 and
the foreign loss will increase to R 1 328 248,88, Should the spot rate decrease by 19 the Forex liabilty will be R 1927 670,90
and the Forex oss will decrease to R 1086 749.06.
Foreion Liabiliv increase  R? 141 AS6.5611.01 =R? 356 042.22
Foreian loss increase  R1207498.98 101 = R1328 248,88
FOREIGN EXCHANGE FLUCTUATION:
s reltes o e ecogniion of ais ealized o orlosses rred n oregn ewcange
ransaciions as a result of Gains realized | FOREIGN EXCHANGE |  FOREICN | neT oA/
has a fourable mpact in that  reduces Forox Labity whistlosses oot mosases Foror GAINS HAN (Loss)
Liabily. LossES
32041018 (001623) (672.213)
UMNGENI CAPITAI UINIT CHARGE
Ganital Linit Charae
“Onening halance. 20168076 4020003
“nensit - 47608718
“pauments a0 078 062 080\
- Trnatanet 0 curent oo - oawsare
e (Crod Notes) (65147 500
 Coner lrmont (£ Vet oot a9z 001
Lona Term Portion 0
1ess - 29168076

Carrent nartion transferred to current liahil

20168 076
Adinstments an current nartion

Total Cavital Unit Charae 20168076

Pavments made durin the vear

20161078 5982 A4R
843877 saan77

843877 sa3n77

213504 sa3n77

3770.135 543,877

3770135 543877

3770135 543877

3770135 543877

3770135 543877

3770135 543877

3770135 543877

543,877

June. - .
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ILEMBE DISTRICT MUNICIPALITY - DC29
NOTES TO THE FINANCIAL STATEMENTS
For the period ended 30 June 2023

InM InM
2002 2022
R R

LONG TERM CREDITOR - UMGENI WATER (SPRING GROVE DAM CAPITAL UNIT CHARGES) CUC DEBT

BALANCE AT THE BEGINNING OF THE YEAR
ADDITIONS / (PAYMENTS) DURING THE YEAR

The Department of Water Affairs commissioned water transfer scheme project for the purpose of augmenting supply of potable water within the Mgeni System through
implementation of the MMTS-2. The project is funded and implemented by Trans-Caledon Tunnel Authority (TCTA) under a directive from the Minister of the
Department of Water Affairs as it was then known which is now called the Department of Human Setlements, Water and Sanitation. Part of the TCTA mandate was.
also to provide the mechanism to repay the costs related to the project. The construction costs of MMTS-2 are financed (in the main) through loan funding from a
variety of funders including Agence Frangaise de Développement, the European investment Bank, the KfW Bankengruppe and the Development Bank of Southem
Africa (DBSA). The repayment model of the loan funding would take the form of recoveries from all the Mgeni Water System users and this process would be
administered by Umgeni Water. iLembe District Municipality (hereinafter referred to as the Municipality). being one of the Mgeni Water System users, was required to

contribute its share towards the construction costs through the purchase bill from Umgeni Water. The additional charge,
for the purpose of the recovery in question is referred to as Capital Unit Charges and the period of recovery was set to 20 years starting from 2012 ending in 2032.
Upon recovery, Umgeni Water passes this TCTA. This process d o be regulated in terms of a separate “Water Use Agreement” (also

referred o as the agreement).

The Municiplalty started paying ts contributions in 2012 and then stopped paying the CUC around 2014 on the basis that there was o signed agreement in place as.
well as the fact that there was no clarity as to what was the direct benefit to the Municipality to be derived from the MMTS-2. On this basis, the Municipality lodged a
dispute in terms of Section 42 of the MFMA and the matier was referred to SALGA for arbitration. At a later stage, SALGA ruled that parties had to conclude and sign
the agreement which would then regulate MMTS-2 water supply matters and the applicable charges, in the main, being the Capital Unit Charges. It took very long time.
to conclude the process of getting the agreement signed as this was only concluded at the end of June 2020.
Whilt the dispute process was in progress, Umgeni Water continued to bill the Municipality and at the time of concluding the agreement,the debt had accumulated

T took very ong time to conclude the process of geting the agreement signed s ths was only concluded at the end of June 2020.
Whilst the dispute process was in progress, Umgeni Water continued to billthe Municipality and at the time of concluding the agreement, the debt had accumulated
to R78 318 273.35. Umgeni Water has not been charging any interest costs on the unpaid contributions and, in terms of the agreement that has been concluded, the
Municipality will settle this amount over a period of 12 years, beginning on the 1st of July 2020 ending 30 June 2032. Annual repayments are set at R6 526 522.80
which translates into monthy repayments of R543 876.90 with no interest charged. In adition, Umgeni Water will bill the Municipality, on a monthly basis, the current
share of CUC which the Municipality will record in its books as part of Bulk Water Purchases expense. This expense is provided for in the Municipality’s medium term
revenue and expenmmve wamewurk (MTREF).

according 1o the assessment conducted by Management during 2018/19 reporting year in line
with GRAP 19 (Pmmslans Contingent Labiltes and Contingent Assels) mainly due (o the facttht the agreement had not bean signed at he time

Management has subsequently conducted another assessment post signing of the agreement and based on the terms and conditions contained therein, concluded
that the CUC Debt should be classified as “Long Term Creditor” and be disclosed under Financial Liabilities. The agreed anual repayment amount is disclosed as
“Current Portion of the Long Term Creditor whilst the balance (L. payable beyond the next 12 months period) is disclosed as Non-Current / Long Term Credior.

The financial liabilty was recognised on initial recognition using a repayment term of 144 months, monthly instalments of R543 877 and an effective interest rate of
7%, June 2022 the Umngeni Water Board passed a credit note of R34 millon for over payment on Bulk purchases. The water Board requested IDM to set- off
the credit note against the financial liability. In adition, the terms of agreement were renegotiated. The new terms required IDM to pay an amount of R3,7 million per
month over a period of 8 months to setie the lability.

Due to this significant change in the terms and conditions applicable to the financial liabilty. the Municipality de-recognised the balance of financial liabiliy iitially
recognised. A new financial liability was recognised relating o the amended terms based on 8 monthly repaymnet of R3,7 million aat an effective interest rate oof 9%.
Both the de-reconition of initial financial liability and the inital recognition of a new financial liability were processed to the fair value adjustment account in the general
ledger and the statemnt of financial performance.

EMPLOYEE BENEFITS INFORMATION

Defined contribution olan
‘The following are either defined contribution plans o defined benefit plans: Natal Joint Municipal Pension Fund, National Treasury, Government Employee Pension
Fund, SALA Pension Fund and Municipal Councillors Pension Fund. These plans are all multi employer plans. Sufficient information is not available to enable the.
Municipality to account for those plans which are defined benefit plans using defined benefit accounting. This is due to Municipality's portion of the plan asset and
plan liabilties not being determined by the ectuaries of the multi employer plans. Accordingly all of the multi employer plans have been accounted for as if they were
defined contribution plans. - Contributions have been expensed.

Other Lona-term henefit nlan
Long senvice awards are provided to empl d milestones of 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
senice in the current and prior periods. The benefitis discounted to determine its present value and the fair value of any related assets is deducted
to determine the net obligation.

‘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.

as at 30 June 2023,

‘The principal actuarial assumptions used were as follows:

Discount rate ner annum 10.86% 9.20%
Inflation rat 5.46% 5.78%
Net effective discount rate. 213% 223%
Benchmark inflation (equal 1o salary
it 6.45% 4.00%
etirement ane
Mevii e st SA 8590 1llimate SA RS.90 ulimate
Perceniags of n-service members withdrawing before retremen
Aar 180 180
o) 120 120
Aae a0 100 100
Aae 50 A4 A4
Ao 55+ 0o 0o

‘The amounts recognised in the Statement of Financial
Position were determined as being the present value of the.

obliaation: 17,254,006 18,093,813
FMPI OVEF RENFFITS (eantinied)

Movement in the defined  benefit
abliaation is as follows:

Ralance at heninning of the vear 18002812 18105000
1192 954 1507000
1 AR AN 1535 000
1 481 04 (2 465 9%
12 455709\

Poliew amendments

Balance at end of vear 17.254.006

‘The timing of the employee benefits is as
follows:

Current nartion of emnlovee benefits 1.269.460 118873
ilovee heneit ablination 15984 546 16905077
17,254,006 8093813

‘The amounts recognised in the Statement of Financial Performance were as follows:
Curent sece cost 1.102.254 1.507.000
Interes 1.884.690 1535000
Aenvanit fosinsViosses (2.455702) (587.202)
621,242 2.454.708
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50 CAPITAL COMMITMENTS

50.1 Commitments in resnect of canital exnenditure.

511

513

515

1

- Annroved and contracted for
Infrastructure:
Community

Annroved hut not vet contracted for
Infrastructure
Community
Total

This exnenditure will be financed from:

Grant e

TOTAL CONTRACTUAL COMMITMENTS

The amaunts disclosed are VAT inclusive

RELATED PARTIES

Members of kev management
Controlled Municipal Entity

to councillors and

Related nartv halances
Amaunt awed 10 llembe Fnterrise inclided in other navables
Amount owed by llembe Enterprise included in other receivables

Related narty transactions
Transactions with Enterorise llembe Develooment Aner

Grant foncine rom the marent i ambe Distnct Mumicinaly o Enferorise L embe

Shared Senices hvlncal towards senices

STAFF MEMFRR: FN Nacoho
General Fxnanses far the vear

Mr EN Ngcobo is an employee of the Municipality and is a board member of CIGFARO which transacted with the Municipality
during the financial year under review.

STAFF MEMEBR: PM Zulu

General Expenses for the year

Mrs P M Zulu is an employee of the Municipality and her husband is a director of Zamani Sondlisizwe which ransacted with

the Municipality during the 2022 financial year.

Staff Member: ZV Mzimela
General Expenses for the vear

s 2 V Maimela s an employee o e Muniipaltyand ner momer in-law and brother in-law are directors of Miholeni Trading
cumpany, Sibongiseni Trading Comp: the i g the 2022 financial

Staff Member: S V Mthethwa
General Expenses for the vear

Mr SV Mihethwa is an employee of the Municipality and his wite is  directors of Mzwamahlubi Primary Cooperative Limited
which transacted with the Municipality during the 2022 financial year.

Staff Member: 8 S Noema
General Expenses for the vear

Mr. B'S Ngema is an employee of the Muicipality is the director of Zwide kaLanga Suppliers which transacted with the
Municipality during the 2022 financial year.

CONTINGENT LIABILIT

InM
2002
R

206.256.823

InM
2022
R

287.204.651

256258823 287,204 651

256256823

256 2508

256256823

287,204,651

287 204 651

287,204,651

Section 57 managers
llembe Distict Municipality has a
100%)huldmu inllmbe Development

Reter o note 734 2

2497171
0

38.289.958
2775805

e

ise (Pty) Lt
7

64,922

35.461.820
1478820

28167

1,509,671

18482

18745

58530

v
Aurum Uil Engineers and Projec Managers (Py) LTD -Disputeover a fee claimin lieu of work performed by the service provider beyond what was

contractually aareed u

The senvic provider (Auum Utalium) was il appoited fofan amourt of R2 76 552 0 cay ou an assessment
Lindelani area (ward 5) of the water and sewer extended
Lo camy out more detaled assesement o te walerand sowage o st o usinges plans (one. et o e
for sewer) was approved by Cogta and work commenced on the business plans . The sewer businees plan was for an
amount of R 10 449 660 and the service provider was appointed by IDM for that amount . This was based on a construction
amount of R 55 000 000.The amount was paid to the service provider. The service provider subsequently carried out a more.
detailed design of the sewer network and came up with a construction amount of R112 371 270.42 more than double the
original estimated amount of R 55 000 000.This was done without getting a o ahead from IDM , as stated in the SLA whereby
approval (gate reviews) would be needed for each phase of the project . The consulting fees then escalated from the
approved amount ( R10 449 660) to R14 053 121 .01. The service provider then claimed the additional amount based on the
increased estimated construction cost . The additional claim amounted to RS 079 680.42 which is the basis of the legal action

‘The municipality raised concerns to the service provider that the cost was not budgeted for and additional claim in any event,
exceeded the approved contract amount nitially approved by the Municipality and thus the invoice could not be paid . In
addition the discussions between IDM and the approver of the business plan ( Cogta) was stil under way.

5,079,680.42

5.079,680.42

Balance as at 30 June 2023

5079680

5.079.680
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oM oM
203 2072
R R
Ms Patience Winnie Ntombela - Delictual Clai for Damages
320,000 g
The Municipality has been served with summons in respect of a claim made by Ms. Patience Niombela (the Plaintff) for
damage to her property. Ms Ntombela alleges in her summons that the Municipality was negligent in the following respects:-
- Byfailing to ensure that the drainage system where her property is situated was effective, at all material times, to drain water
and prevent flooding of her proper
By faiing to underiake appropriate construction and maintenance measures to ensure that the road drainage system
functioned optimally:
- By failing to undertake appropriate construction and maintenance measures to ensure that the common water supply pipes
of the Municipalit are appropriately constructed and maintained: an
- By failing to investigate and put in place effective measures to ensure that water does not seep into her property;
Balance as at 30 June 2023 320,000 -
Mr Revan Hemchand Kanhai - Delictual Claim for Damaoes
The Municipality has been served with summons in respect of a claim made by Mr. Revan Kanhai (‘e Plaintif) for damage AT 080 B
o his property arising from the burst of an underwater pipe that is alleged to be the property of the Municipality and under the
exclusive control of the Municipaliy.
Balance as at 30 June 2023 131050 -
KZN Department of Co-operative Governanace and Traditional Affairs - Breach of Contract - Contractual Damaaes
The KZN Department of Co-operative Governance and Traditional Affairs (COGTATthe Department) has instituted action 300000 -
proceedings against the Municipality arising from an alleged breach of contract by the Municipality for the District Growth and
Development Summit (the Project”). The material terms of the agreement, as per the summons, were inter ala the following:-
- COGTA undenonk to st to e Muicpaly the sum of 300 00,00t undetske and xacuts the Project
utiize the grant purposes of the Project in accordance with the Business plan,
rovded it he Depariment may imoke the prowslons oflause 26 1 he vt it 15 s ihat he Micipary s
utilized the grant for any purpose other than the project, and recover such amount if it was not utilized for purposes of the projet
from the Municipality”;
\ny savings on the grant must be returmed to the Department upon completion of the project, unless witten permission is
obtained by the Municipaiy fom the Department (0 retan the savings;
- Any interest eamed on the amount contemplated in clause 3 of the agreement, or VAT rebates on the grant must be utized
for the project.
- Upon termination of the project, the Department must submit a close-out report, as contemplaated in clause 15.2, read with
clause 24, which must include, inter ale, a project overview, a certified audited statement of expenditure and any budgetary
implications of the way foward.
Balance as at 30 June 2023 300,000 ,
Orees Plant Hire - Claim for services rendered with respect to the hiring of a variety of Plant & Machinery (Excavator,
Water Tanker and TLB)
. CETS
as a1 30 June 2022
Of the contingent liabilty of R1 300 594,12 reported during 2020121 financial year, a settiement agreement n the sum of R1
213249.43 was reached with Orees Plant Hire and paid during 2021122 financial year. The balance of |R87 344.69 remains
under dispute untl Orees Plant Hire is in a position to furnish the Municipality with documentary evidence regarding
appoiniment and confirmation of senvices rendered.
as at 30 June 2021
The Municipality has been served with Sheriff Notice in lieu of a demand for payment in respect to various plant and machinery
that had been hired by the Municipality in the process of rendering its senvices. The hire charges in question include the
following:
- Hire of Excavator  [01/10/2018];
- Hite of Water Tanker [01/11/2019];
- Hire of Excavalor  [23/07/2020];
- Hite of Excavalor  [23/07/2021];
Hire of TLE [01/10/2020]; and
- Hite of Excavator  [30/11/2020]
Atthe time of concluding annual financial stetements, engagements had been iniiated with Orees Sand & Olant Hire CC in an
in order (o inform any further decision on the matier
Balance as at 30 June 2022 - 87,345
Mr Thandazani Makhoba - Unfair Dismisal Dispute
Mr Makhoba, the former Senior Manager: Corporate Services, has referred an unfair dismissal dispute to the South African 1525.283 -
Local Government Bargaining Council following his dismissal for acts of serious misconduct. Mr Makhoba was charged and
dismissed for.-
- Charge L: Gross Misconduct Constituting Brandishing of a Firearm, Harrassment and Inimidation at the Workplace;
- Charge 2: Gross Misconduct Constituting Harassment and intimidation at the Workplace;
- Charge 3: Gross Misconduct Constituting Dereliction of Du
- Charge 4: Gross Negligence Consiiuiing Financial Misconduct and/or Derelction of Duy;
- Charge 5: Gross Misconduct Constituting Abscondment;
- Charge 6: Gross Misconduct Consiituting Misrepresentation; and
- Charge 7: Gross Misconduct Constituting Dereliction of Dty
Balance as at 30 June 2023 1 525,283 j
Mr Kishore Sukhdeo | claim for reinstatement of post-retiremement medical aid benefits in terms of the LRA and Transfer of Staff to Municipalities Act
The applicant, a former employee of KwaDukuza Municipality and current employee of iLembe District Municipality, seeks an
order for specific performance in that he seems to fely on certain provisions of the Labour Relations Act and the Transfer of
Staif to Municipalities Act for the allegation that certain terms were imported into his employment contract with llembe District
Mancipalty. The specifc employment condiion e elles o rlate o postrelremert mecical id benes hat were prevlent
in his contract with his on a number of grounds including (but not
et 1o ollowingy ht h e v reeenbec: o sppicants curent employmentsgyoement ot o mcumurale the
terms sought by the applicant; the applicant, by conduct, accepted the terms of offer with the Municipality. The matter is
currently being ltigated in the Labour Court (Durban). Both parties have filed the requisite affidavits and currently await the
Reqistrar of the Labour Court to alocate a date for a hearing,
Balance as at 30 June 2023 , -
Foral Contingent Liabiiies a a1 30 June 2023 [ oo —oiome

EVENTS AFTER THE REPORTING DATE

President Cyril Ramaphosa on 15 March 2020 declared a national state of disaster in terms of the Disaster Management Act. He announced that govenment is taking

urgent and drastic measures to manage the disease, protect the people of our country and reduce the impact of the irus on our society and

on our economy

si

the inital lockdown was announced, the lockdown has been ongoing following a risk-adjusted strategy which seeks a slow down of the rate of infection and flatten the

curve. The factor outlined above has had an impact on the activiies within the municipality.

RISK MANAGEMENT
Maximur credit risk exnosure

Creditrisk is the risk that a counter party to a financial instrument will fail to discharae an obligation and cause the municipality to incur a financial loss.

Credit risk consists mainly of cash deposits, cash equivalents and trade debiors. The municipality only deposits cash with major banks with high quality credit

standing and limits exposure to any one counter-party.

‘Trade receivables comprise a widespread customer base. Management evaluates credit risk refating to customers on an ongoing basis. ff customers are

Independenty rated, these raings re usec. Olheris, fthre i no independent raing, sk contol assesses the credt qualtyof h customer, aking nto account

its financial position, past experience and other
Financiel assets exoused tocreit sk ot vear end were as follows:
Consumer deblor

Non Current Réceivables

Aaeina of consumers.
Current (0 — 30 davs)

L ess: Provision for had debis
Net consumer debtors.

Cash and cash eauivalents

‘These balances represent the maximum exposure to credit risk.

834.622.609
1.492.993
836.117.602

24883770

50376.131

281.504.5¢
St eaer

658.043.850
1250785
650,294,635
28976613
21.905 485
19826563
19.326224
16,660 636
551348320
58043 ASN
(474971917
183071938

202.786.719.
202.786.719
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InM InM
2002 2022
R R

54.2 Liauidity risk

54,

a

3

Liquidity risk is the risk that the municipality will not be able to meet its they fall due. to managing liquidiy risk is to ensure
that sufficient iquidiy is available to meet its liabilties when due; s incurring unaccentable losses or fisking damage to e Municipality's reputation.
‘The municipality’s isk to liquidity is a resut of the funds available to cover future commitments. The municipality manages liquidity risk through an ongoing review of
future commitments and credit facilties.
Cash flow forecasts are prepared and adequate utlised borrowing faciliies are monitored.
‘The Municipalities hanmw are backed by appropriate assets and it has liquid resources.

financial liabilties groupings based on the remaining period at the Statement of Financial Position to
the contractual mammv 7 Gate, The amount discosed in he @bl at e Gontacual ndiscounied cash fows.

o within ayear Between 2105 Total
Gross finance lease oblinations 1828426 - 18R 426
Rormowinas 586931 15047 015 21634 A45
Trade and other navahles 228,600 502 B 228 600 602
Emnlavee Benefit Oblination 1.269.460 15,084 546 17.254.006
238.285:318 31.032.461 260.317.779
Between 2105
2022 Within 2 vear jeteche Total
Gross finance lease oblinations 12 456 066 1828 426 14788 402
Rormowinas 6030285 23474208
Trade and other navahles 207979357 - 207 979 387
Fmnlovee Renefit Oblinafion 1188736 16908 077 1800312
227.654.439 260.862.150

Interest rate risk
‘The Municipality i not exposed to interest rate fisk on ts financial liabiliies. Al of the Municipality's interest bearing extenal loan liabilites are fixed interest loans.

‘The municipality’s interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose the group to cash flow interest rate fisk. Borrowings
issued at fixed rates expose the municipality to fair value interest rate fisk.

The Municipalit is exposed to fair value interest rate on its extemal loan liabiliies , which are all fixed interest rates.

Atvear end. financial instruments exposed to interest rate risk were as follows:

Cash and cash eauivalents 281504897 202.786.719
Other investments - -
Gross finance lease oblioations 1.828.426 14280403
Bormowinas. 23776701 31303854
Consumer debors 834.622.600 658.043.850
RECONCII IATION RETWFFN RLIDGET AN CASH FI OW STATFENT
Onerating Financina Invesiing Total

Amaunt as nresent in the biudnet statement 535811000 2670000 (R4I7000  12RA77000
Actial amoint as nresented in the cash flow statement 23 /77 600 117 256 067V B 1171 R
Basis difference Anolicable 16.180.277 (16.189.277)

imina differences Not anlicable - - .
Ently differences Not apolicable

Variance nercentane.

1ivina and Nan-l ivina Resourees

The Municinality has the followina Non-|

vina Resources:

Boreholes
Maaumbi Borehole F1
Magumbi RES | Borehole
Maaumbi RES T Borehol
Magumbi RES A (62 Otmat

9999999999998888

orehole
Thafamasi Borehole

Sorina Protection:
Ndulinde near Bhenau store -Ward 6. old)

Manaethe Emanaeza - Ward 3.(old)

Enembe emhlanaeni near Ndwandwe — Wards.(old)
Enembe emhlanaeni near Gumede — Ward 5. (old:
Emaaundanen near Maohatha store — Ward 11. (old)

sssssssses




iLEMBE DISTRICT MUNICIPALITY

UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE
PERIOD ENDED 30 JUNE 2023

DISCLOSURE NOTE

2023 2022 2021 2020 2019 2018
R R R R R R
57 Unauthorised Exoenditure
Reconciliation of unauthorised exbenditure
Balance brouaht forward 14746808 14746808  14.746.808  14.746.808  14.746.808 22.845.946
Unauthorised expenditure current vear - - - - - -
Certified as irrecoverable and written off bv council in terms of MFMA < - - - - - (8.099.138)

Transfer to receivables for recoverv. - - - - - -
Balance carried forward 14.746.808

Percentage written off during the period under review 0% 0% 0% 0% 0% 35%
Black Balance Proiects (Ptv) Ltd

Incident

The outstanding balance on unauthorized expenditure (i.e. R14 746 808.00) relates to the implementation of Lower Thukela Bulk Water Supply Scheme (LTBWSS) which was
funded through the Regional Bulk Infrastructure Grant (RBIG) from the Department of Water and Sanitation (DWS). The incidence occurred during 2016/17 financial year as a
result of grant expenditure exceeding both grant allocation as well as budget provision for the year in question. The initially approved grant allocation for the 2016/17 financial year
for iLembe District Municipality was R156mil per the originally gazetted DoRA. This allocation was later reduced to R126mil. The reduction in grant allocation was factored in the
main adjustment budget for 2016/17during February 2017, however, at the time DWS decision to cut back was communicated, work had already been performed and invoices
issued by the service provider concerned (i.e. Black Balance Projects Pty LTD and the expenditure committed up to the value of R156mil as was informed by the original grant
allocation). This therefore resulted in over expenditure on the grant allocation and , by implication, on the budget provision for 2016/17 financial year.

Action’s taken

- This matter was presented before Council during 2017/18 financial year wherein Council considered and noted the unauthorised expendture in question. Council resolved to
refer the matter to MPAC for further investigation.

- MPAC concluded its investigation in July 2020. In concluding its investigation and after having considered how complex the circumstances surrounding this matter are, MPAC
recommended that Council should approach KwaDukuza Local Municipality to have this matter referred to its Internal Audit Unit to undertake a further investigation and report back
to the Council of iLembe District Municioality the findinas and recommendations thereof.

@
&

FRUITLESS AND WASTEFUL EXPENDITURE R R R R R R

Reconciliation of fruitless and wasteful expenditure

Balance brouaht forward 11753371 4.375.888 - 76.804 76.804 523.114
Fruitless and wasteful expenditure raised in the current vear but relatina tc - - 4,375,888 - - -
Fruitless and wasteful expenditure current year - 7,377,483 - - - 76,804

Certified as irrecoverable and written off by Council in
terms of MFMA section 32/Recovered from responsible

officials - - - (76,804) - (523.114)
Balance carried forward 11753371 11,753,371 4,375,888 76,804 76,804
Percentade written off durina the period under review 0.0 0.0% 0% 100.0% .0% 87.2%

First Works (Ptv) Ltd

Incident

During the audit of 2020/21 financial year, the Auditor General identified and concluded on certain claims by First Works (Pty) Ltd as being Fruitless & Wasteful Expenditure. This
expenditure relates to the historic costs incurred in the construction of Ndulinde Water Supply Scheme.

The Auditor General made an audit finding that during the construction of Ndulinde Water Supply Scheme, the appointed contractor claimed an amount of R4 375 887.50 in
respect of project delays which no sufficient evidence could be provided by the Municipality that such delays could not have been avoided. The project delays experienced were
mainly as a result of prolonged time taken to effect replacement of previously installed and paid for project materials which, after several tests, was found to be defective.

Action’s taken
- This matter was reported to Council and Council resolved to refer the matter to MPAC for investigation.

- MPAC interrogated this fruitless and wasteful and was satisfied with the representations made by Management. The Comittee therefore recommended that Council should
consider certifying this expenditure as irrecoverable and approve it for write off. In arriving to the above recommendation, MPAC had been made to understand that the project
delays in question were beyond Management control and therefore that there is no individual who could be held accountable for the resultant financial losses that ensued thereof.

Icon Construction (Contract TS/180/2017)

Incident

Icon Construction had been appointed in 2017 for the construction of bulk sewer infrastructure at Chris Hani, Lioyds & Ntshawini as well as a 600me/day Waste Water Treatment
Plant in Gledhow. During the implementation of this contract, some contractual disputes arose between iLembe District Municipality and Icon Construction with regards to delays
that had arrisen as a result of the appointment of subcontractors (appointment of contractors was a condition set the Municipality in line with its Supply Chain Management
Regulations). These delays allegedy resulted in addiftional costs being incurred by the main contractor (i.e. Icon Construction) who in tur issued a claim to the Municipality in a
bid to recoup such additional costs (being extension of time in the main). The dispute was then subjected to arbitration processes where the parties in dispute were unable to
reach an agreement. The matter was escalated to the court of law and the court's ruling was granted in favor of Icon Construction. At the date of reporting, the cummulative claims.
owed and paid to lcon Construction under the Contract TS/180/2017 amounted to R4 625 403.99 inclusive of additional direct project costs, interest on late payments, sheriff fees
as well as taxed bill of costs given that the Municipality lost the case in court.

n

Actions taken
- This matter was reported to Council and Council resolved to refer the matter to MPAC for investigation.

- MPAC interrogated this fruitless and wasteful and requested for further details surrounding the circumstances that led to incurring the fruitless and wasteful expenditure in
question.

Icon Construction (Contracts TS/175/2017 & TS/180/2017

Incident

During the implementation of projects under construction contract numbers TS/175/2017 & TS/180/2017constracts, from time to time, the Municipality experienced funding delays
that would sometimes lead to delays in honoring Contractors' claims (including Icon Construction). The common cause for the dalays in payments was usually due to National
Government's Grant Allocation not being released timeously as planned. The Municipality would often negotiate for extended payment terms which the Contractors involved would
normally agrre to.

Due to deteriorating relations between relevant Municipal staff members and representatives of Icon Construction, it eventually became extremely difficult to negotiate any
extended payment terms with this Contractor. In actual fact, Icon Constraction began to apply very tight and sometimes unreasonably demands when it came to the payment of
their claims. On several occassions, attempts to find common ground on issues of disputes failed dismally. This led to the formal dispute resolution mechanisms to ensue. The
dispute was then subjected to arbilration processes where the parties in dispute were unable to reach an agreement. The matter was escalated to the court of law and the court's
ruling was granted in favor of Icon Construction. At the date of reporting, the cummulative claims owed and paid to lcon Construction under the Contract TS/180/2017 amounted to
R1 282 377.43 inclusive of interest on late payments, sheriff fees as well as taxed bill of costs given that the Municipality lost the case in court.

Action’s taken
- This matter was reported to Council and Council resolved to refer the matter to MPAC for investigation,

- MPAC interrogated this fruitless and wasteful and requested for further details surrounding the circumstances that led to incurring the fruitiess and wasteful expenditure in
question.

- After considering all the facts and circumstances on the basis of information presented to MPAC, the Committee concluded its investigation by resolving to recommend to
Council that the fruitless and wasteful expenditure on Contract Numbers TS/175/2017 & TS/180/2017 (Icon Construction Pty Ltd) amounting to R1 282 377.43 be certified as.
irrecoverable and written off by Council

Bosch Munitech (PTY) LTD (Contract TS/149/2015)

Incident

Bosch Munitech (PTY) LTD had been appointed by the Municipality in 2015 to implement the Maphumulo/KwaDukuza Regional Water Supply Schemen project (otherwise referred
to as the Maphumulo/KwaDukuza RWSS Zone A). Towards the completion of the project, Bosch Munitech claimed for quantities which were more than what was quantified in the
bill of quantities (BOQ). As per the arguments advanced by the contractor for such a claim was the fact that there were some changes on the pipe routes and access routes to the
reservoirs which formed part of the scope of the project implementation. The Municipality disputed the reasons advanced by the contractor and instead pointed out its
disatisfaction on the overall quality of work performed by Bosch Munitech.

Action/s taken

- This matter was reported to Council and Council resolved to refer the matter to MPAC for investigation.

- MPAC interrogated this fruitless and wasteful and requested for further details surrounding the circumstances that led to incurring the fruitless and wasteful expenditure in
question. The effect of this Council decision will be considered in the 2023/24 annual financial statements

- Alter considering all the facts and circumstances on the basis of information presented to MPAC, the Committee concluded its investigation by resolving to recommend to
Council that the fruitless and wasteful expenditure on Contract Number TS/149/2015 (Bosch Munitech Pty Ltd) amounting to R1 469 702.93 be certified as irrecoverable and
written off bv Council



iLEMBE DISTRICT MUNICIPALITY
UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE
PERIOD ENDED 30 JUNE 2023
DISCLOSURE NOTE

2023 2022 2021 2020 2019 2018
R R R R R R
57 Unauthorised Exoenditure
2023 2022 2021 2020 2019 2018
59 IRREGULAR EXPENDITURE R R R R R R
Reconciliation of irregular expenditure
Balance brought forward 149530201 101410395 107857946 479024062 53,405,787 8,523,373
Ieaular exvenditure raised in current vear but relatina to prior vears - 6630226 - 95075157  350.819.890 -
Irregular expenditure incurred during the current financial year 6,347,447 41,480,580 38,465,190 51,657,098 74,798,385 45,025,027

‘erliliea Dy COUNCII s Iecoveranié and WrItten ofT In 1erms of M-VIA Sect 1849127781 (51/ 898311 (1421613
Transfer to receivables for recoverv - not condoned - -
Balance carried forward 155,877,648 149,530,201 101,410,395 107,857,046 479024062 53,405,787
0.0% 0.0% 30.7% 82.8% 0.0% 0.3%

Percentaae written off durina the period under review

Utilitv Svstems (Ptv) LTD

Incident

Utlity Systems (Pty) Ltd was engaged by the Municipality in July 2013 to rollout the prepaid metering system including supplying related materials and the vending software. The
contract was set to expire in June 2016. Services of this company were however utilized between July 2016 and June 2017, which was subsequent to the expiry of the contract.
This incidence occurred during the time when the Municipality's contract management processes were not effective and internal controls poor, hence this was not detected before
occurring.

Action!s taken

- After the matter had been referred to MPAC by Council, the Committee conducted its investigation and referred the matter for external investigation.

- The Municipality engaged C Ngubane & Associates to execute an external investigation. The investigation could not be concluded due to certain information that was required in
order to conclude on the matter not readily available for C Ngubane & Associates to peruse and formulate appropriate recommendations.

- This matter has subsequently been handed over to the Municpal Disciplinary Board for further investigation and at the time of concluding financial reports for the period ended 30
September 2022, the investigation in question had not yet been finalized. There has been a gap in the functioning of the Municipal Disciplinary Board subsequent to the expiry of
the term of the Board Chairperson. The processes are under way to have the vacant position flled. The investigation processes wil thereatter resume (once the functioning of the
Ronare is ractorart thrcwinh annninfinn 2 new Chainersnn

Joat Consultina Groun

Incident

The R95 075 156.66 pertains to irregular expenditure resulting from transactions with Joat Consulting Group who were engaged by the Municipality to undertake implementation of
an intervention programme that sought to manage the non-revenue water losses with an intention to reduce such losses. The initial appointment took place in 2008 and this was
followed with serioes of contract extensions that ensued up to the period ending 30 June 2018. It was established that all extensions carried out on this contract through the years
2011 to 2018 were not valid leading to the expenditure linked thereto being classified as irregular.

Action/s taken
- This irregular expenditure was tabled before Council during 2019/20 financial year. Council resolved to refer this expenditure to MPAC for further investigation.

- MPAC investigated this irregular expenditure and determined that due to the complex legalities around contract extensions, it would be more appropriate to refer this matter for
external investigation. In concluding its investigation and after having considered how complex the circumstances surrounding this matter are, MPAC recommended that Council

should approach KwaDukuza Local Municipality to have this matter referred to its Internal Audit Unit to undertake a further investigation and report back to the Council of iLembe
District Municipality the findinas and recommendations thereof.
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Isidinao Security Services

Incident

The irregular expenditure on Isidingo Security Services contract is historic. It was initially classified as irregular expenditure during 2017/18 after which it was tabled before
Council, who resolved to refer the matter to MPAC for investigation. Isidingo Security Services had been appointed in July 2012 to render security services.

Subsequent to expiry of the initial contract, it was extended for a period of six months through application of Section 116 of the Municipal Finance Management Act, Act No. 56 of
2003 ("MFMA'). At the expiry of six months extension, the contract was sumeczed to amonth to month contract pending finalization of bid processes to secure a new contract. As
part of preparatory processes to undergo an open bid, the. P security needs which informed the tender specification.

Two tender processes were undertaken of which the first one could not be successfully concluded due to the fact that all returned bids were above the available budget. This
nessecitated a revision to the original spefification by reducing the number of personnel security required and in some instances by removing certin aspects of security
requirements in order to fitin the budget provision. The The second bid process was finalized in January 2019 where upon a new security company was appointed. This
appointment was challenged by two contending bidders through bids objection process. The objection was dealt with internally first wherein one of the contenders dropped their
objection. The remaining contender (namely Isidingo Security Services) appealled and the matter was escalated to the KwaZulu Natal Provincial Treasury (KZN PT) who
appointed a panel of attorneys to arbitrate on the matter through its Municipal Bids Arbitration Tribunal (MBAT) process. MBAT panel concluded its arbitration process in
November 2019 and ruled that the tender process should be advertized again. The contending bidder lodged a notice to appeal the decision of the MBAT panel through a court
process and also notified the Municipality to hold any bid processes in abeyance. The argument by Isidingo Security Services is that MBAT ruling should have ordered that they be
appointed (instead of initiating a fresh bid process) since they were the second most responsive bidder in terms of the security bid that was a subject of objection.

Alter the Municipality had consulted with KZN PT on the matter, it proceeded to issue a new bid notice for security services in February 2020, The appellant sought a court interdict

to stop the Municipality from proceeding with bid processes. In March 2020, the court ordered the Municipality not to proceed with the new secirity bid process pending finanlization
of the contending bidder's appeal being dealt with at the High Court. Through a legal advice obtained, the Municipality withdrew the bid notice in question.

Action’s taken

- Historically, after the matter had been referred to MPAC by Council, the Committee conducted and concluded its investigation and found that no one could be held responsible for
the expenditure in question. On the basis of MPAC recommebndations, Council certified the irregular expenditure concerned as irrecoverable and approved it to be written off.

- Subsequent to Isidingo Security had approached High Court to have the ruling of MBAT set aside and seeking for the court rule in favour of Isidingo Security Services being
awarded the contract on the basis that they were the second most responsive bidder in the security bid being a subject of court review, KZN Provincial Treasury appointed SD
Moloi & Associates (firm of attorneys) to defend the matter on behalf of both KZN PT and iLembe District Muicipality.

- The matter set before the court on the 30th of July 2021 but the judgement was reserved at the time. On the 12th of April 2022, Honorable Madam Justice Hadebe of the High
Courtof South Africa, KwaZulu Natal Local Division, Durban handed down judgement by dismissing the application with costs (including costs of Senior Counsel).

Lihlenathi Property Construction

Incident
This matter pertains to irregular expenditure arising from the final payment made to Lihlenathi Property Construction during the current financial year being for the “Release of
Retention" on a construction project that was amongst the contracts that were extended in 2016 without fully complying with the provisions of Section 116 of the MFMA. Previous
expenditure incurred on this project had been classified as irregular and was certified as irrecoverable and approved for write off by Council per Council Resolution No. 681 after
all due processes in terms of investigating the instances that had led to such irregular expenditure being incurred were followed as directed by Section 32 of the MFMA.

Action/s taken

- This matter was reported to Council and Council resolved to refer the matter to MPAC for investigation.

- MPAC interrogated this irregualr expenditure and requested further details surrounding the circumstances that led to incurring the fruitless and wasteful expenditure in question.
- Alter considering all the facts and circumstances on the basis of information presented to MPAC, the Committee concluded its investigation by resolving to recommend to

Council that the irregularl expenditure on arrising out of release of retention monies paid due to Lihlenathi Property Construction amounting to R6 639 225.92 be certified as
irrecoverable and written off by Council,

K9 Security Services

Incident

K9 Security Services is a security services provider that was contracted by the Municipality upon termination (by the Municipality) of the previous irregular month to month security
services contract with Isidingo Security Services.

The engagement of K9 Security Services was an interim arrangement aimed at ensuring that the Municipal properties are safeguarded whilst the Municipality would be
undergoing a tender process to secure a 3-year security services contract, i.e. subsequent to terminating the services of Isidingo Security Services.

During the third month of K9 Security Services' appointment, it emerged that the company had submitted an invalid and/or expired certificate of practice when submitting bid
documentation to be considered for a 6 months temporary contract. This prompted o then terminate K9 Security Services contract.

Action’s taken

- Upon establishing that K9 had submitted an invalid PSIRA security certificate, Management teminated the bidder's security services contract with effect from the 30th of
September 2022.

- The cumulative expenditure incurred on the contract has been classified as irregular and reported as such to Council consideration. Council considered this matter in October
2022 and resolved to refer the matter to MPAC for investigation.

Bargain Uniforms

Incident

Bargain Uniforms was appointed to supply clothing attire for the Dundee July 2022 event. The procurement process appears not to have been comprehensively adhered to by
Community Services Department. As a result of this alleged non-compliance, the expenditure incurred (R64 992.25) has been classified as irregular

It appears that the supplier in question supplied goods in question without being issued a purchase order through the Municipality's Supply Chain Management processes.

Action’s taken
- This is a new matter that has occurred during the course of current financial year (i.e. 2022/23) and payment was made on the 30th of June 2023

- Management has since reported the matter to Council for considertion and Council referred the matter to MPAC for investigation.
Mandlakamelwa Trading

Incident

Mandlakamelwa Trading was appointed to provide catering services for the Indegenous Music event. The procurement process appears not to have been comprehensively
adhered to by Community Services Department. As a result of this alleged non-compliance, the expenditure incurred (R47 500.00) has been classified as irregular.

It appears that the supplier in question supplied goods in question without being issued a purchase order through the Municipality's Supply Chain Management processes.

Action's taken
- This is a new matter that has occurred during the course of current financial year (i.e. 2022/23) and payment was made on the 30th of June 2023.

- Management has since reported the matter to Council for considertion and Council referred the matter to MPAC for investigation.

sithombesikagogo Trading

Incident

Sithombesikagogo Trading was appointed to provide catering services for the club dist process appears not to have been
comprehenslvely adhered to by Community Services Department. As a result of this alleged non- comphance the expenuuure incurred (R53 650.00) has been classified as
irregul

It appears that the supplier in question supplied goods in question without being issued a purchase order through the Municipality's Supply Chain Management processes.

Action’s taken
- This is a new matter that has occurred during the course of current financial year (i.e. 2022/23) and payment was made on the 30th of June 2023.

- Management has since reported the matter to Council for considertion and Council referred the matter to MPAC for investigation.
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Fana Manufacturing cc

Incident

Fana Manufatcuring cc was appointed to provide catering services for the club district The rocess appears not to have been
comprehensively adhered to by Community Services Department. As a result of this alleged non-compliance, the expenditure incurred (R755 090.00) has been classified as
irregular.

It appears that the supplier in question supplied goods in question without being issued a purchase order through the Municipality's Supply Chain Management processes.

Action/s taken
- This is a new matter that has occurred during the course of current financial year (i.e. 2022/23) and payment was made on the 30th of June 2023.

- Management has since reported the matter to Council for considertion and Council referred the matter to MPAC for investigation.

Fana Manufacturing cc

Fana Manufatcuring cc was appointed to provide catering services for the club district rocess appears not to have been
comprehensively adhered to by Community Services Department. As a result of this alleged non-compliance, the expenditure incurred has been classified as irregular.

It appears that the supplier in question supplied goods  in question without being issued a purchase order through the Municipality's Supply Chain Management processes.
Actionls taken

This is a new matter that has occurred during the course of current financial year (i.e. 2022/23) and payment was made on the 30th June 2023. Management has since reported
the matter to Council for considertion.

59.1 Outstandina Matters of Irreaular Exbenditure

2019120 2018119 2017/18 Total

Utilitv Svstems (Ptv) LTD B - - - - 6.335.238.78 6.335.238.78
Joat Consultina Groun - - | 95.075.156.66 - - 95.075.156.66
Isidinao Securitv Services - | a1480579.54 - - - - 41.480.579.54
K9 Securitv Services 5.426.215.17 - - - - 5.426.215.17
Baraain Uniforms 64.992.25 - - - - - 64.992.25
Mandlakamelwa Tradina 47.500.00 - - - - - 47.500.00
Sithombe Sikagoao 53.650.00 - - - - - 53.650.00
Fana Manufacturina cc 755.090.00 - - - - - 755.090.00

6.347.447.42 41.480.579.54 -~ 95075.156.66 - 6.335.238.78  149.238.422.40

Incident
1) tility Systems (Pty) LTD

Utlity Systems (Pty) Ltd was engaged by the Municipality in July 2013 to rollout the prepaid metering system including supplying related materials and the vending software. The
contract was set to expire in June 2016. Services of this company were however uilized between July 2016 and June 2017, which was subsequent to the expiry of the contract.
This incidence occurred durina the time when the Municinalitv's contract manacement nrocesses were not effective and internal contrals noor. hence this was not detected hefore
Action/s taken

- After the matter had been referred to MPAC by Council, the Committee conducted its investigation and referred the matter for external investigation.

- The Municipality engaged C Ngubane & Associates to execute an external investigation. The investigation could not be concluded due to certain information that was required in
order to conclude on the matter not readily available for C Ngubane & Associates to peruse and formulate appropriate recommendations.

- This matter has subsequently been handed over to the Municpal Disciplinary Board for further investigation and at the time of concluding financial reports for the period ended 30
September 2022, the investigation in question had not yet been finlized. There has been a gap in the functioning of the Municipal Disciplinary Board subsequent to the expiry of
the term of the Board Chairperson. The processes are under way to have the vacant position filled. The investigation processes wil thereatter resume (once the functioning of the
Board s restored through appointing a new Chaiperson).

2) Joat Consulting Group

The R95 075 156.66 pertains to irregular expenditure resulting from transactions with Joat Consulting Group who were engaged by the Municipality to undertake implementation of
an intervention programme that sought to manage the non-revenue water losses with an intention to reduce such losses. The initial appointment took place in 2008 and this was
followed with serioes of contract extensions that ensued up to the period ending 30 June 2018. It was established that all extensions carried out on this contract through the years
2011 to 2018 were not valid leading to the expenditure linked thereto being classified s irregular.

Actionls taken
- This irregular expenditure was tabled before Council during 2019/20 financial year. Council resolved to refer this expenditure to MPAC for further investigation.

- MPAC investigated this irregular expenditure and determined that due to the complex legalities around contract extensions, it would be more appropriate to refer this matter for
external investigation. In concluding its investigation and after having considered how complex the circumstances surrounding this matter are, MPAC recommended that Council
should approach KwaDukuza Local Municipality to have this matter referred to its Internal Audit Unit to undertake a further investigation and report back to the Council of iLembe
District Municipality the findings and recommendations thereof.

- Ata Council meeting that took place on the 30th of October 2020, Council considered MPAC Recommendations and, in its wisdom, opted and resolved to refer the matter to the
newly formed Disciplinary Board of iLembe District Municipality to undertake the required further investigation. This matter has therefore been handed over to the Municpal
Disciplinary Board for further investigation

Incident

Isidingo Security Services

The irregular expenditure on Isidingo Security Services contract is historic. It was initially classified as irregular expenditure during 2017/18 after which it was tabled before
Council, who resolved to refer the matter to MPAC for investigation. Isidingo Security Services had been appointed in July 2012 to render security services.

Subsequent to expiry of the initial contract, it was extended for a period of six months through application of Section 116 of the Municipal Finance Management Act, Act No. 56 of
2003 ("MFMA"). At the expiry of six months extension, the contract was subjected m ‘amonth to month contract pending finalization of bid processes to secure a new contract. As
part of preparatory processes to undergo an open bid, the security needs. which informed the tender specification.

Two tender processes were undertaken of which the first one could not be successfully concluded due to the fact that all returned bids were above the available budget. This.
nessecitated a revision to the original spefification by reducing the number of personnel security required and in some instances by removing certin aspects of security
requirements in order to fit in the budget provision. The The second bid process was finalized in January 2019 where upon a new security company was appointed. This
appointment was challenged by two contending bidders through bids objection process. The objection was dealt with internally first wherein one of the contenders dropped their
objection. The remaining contender (namely Isidingo Security Services) appealled and the matter was escalated to the KwaZulu Natal Provincial Treasury (KZN PT) who

appointed a panel of attorneys to arbitrate on the matter through its Municipal Bids Arbitration Tribunal (MBAT)
November 2019 and ruled that the tender process should be advertized again. The contending bidder lodged

process and also notified the Municipality to hold any bid processes in abeyance. The argument by Isidingo S¢
appointed (instead of initiating a fresh bid process) since they were the second most responsive bidder in ternf

Ater the Municipality had consulted with KZN PT on the matter, it proceeded to issue a new bid notice for secl

process. MBAT panel concluded its arbitration process in
notice to appeal the decision of the MBAT panel through a court
fcurity Services is that MBAT ruling should have ordered that they be

{6 of the security bid that was a subject of objection.

rity services in February 2020, The appellant sought a court interdict

o stop the Municipality from proceeding with bid processes. In March 2020, the court ordered the Municipality not to proceed with the new secirity bid process pending finanlization

of the contending bidder's appeal being dealt with at the High Court. Through a legal advice obtained, the Muni

Action/s taken _
- Historically, after the matter had been referred to MPAC by Council, the Committee conducted and conclude
the expenditure in question. On the basis of MPAC recommebndations, Council certified the irregular expendit

- Subsequent to Isidingo Security had approached High Court to have the ruling of MBAT set aside and seekin
awarded the contract on the basis that they were the second most responsive bidder i the security bid being g
Moloi & Associates (firm of attorneys) to defend the matter on behalf of both KZN PT and iLembe District Muni

- The matter set before the court on the 30th of July 2021 but the judgement was reserved at the time. On the.
Court of South Africa, KwaZulu Natal Local Division, Durban handed down judgement by dismissing the applic

- Isidingo Security Services then lodged an application for leave to appeal the judgement of the Honorable Madf
was set down for hearing in the High Court of South Africa, KwaZulu Natal Local Division, Durban on the 25th
Supreme Court of Appeal to grant them leave to appeal with no success

- Subsequent to the matter being finalized in the courts, the Municipality terminated the services of Isidingo Se
two security service providers for a period of six months. This is an interim meassure put in place whilst the M
three year security contract.

Incident

icipality withdrew the bid notice in question

its investigation and found that no one could be held responsible for
re concerned as irrecoverable and approved it to be written off.

for the court rule in favour of Isidingo Security Services being
subject of court review, KZN Provincial Treasury appointed SD
tipality.

2th of April 2022, Honorable Madam Justice Hadebe of the High
tion with costs (including costs of Senior Counsel).

lm Justice Hadebe granted on the 12th of April 2022 and the matter
f May 2022. Isidingo Security Services attempted to petition the

urity Services on the 30th of June 2022 and proceeded to appoint
niciplaity is undergoing open bid processes in order to secure a

K9 Security Services

K9 Security Services is a security services provider that was contracted by the Municipality upon termination (I

Frhe Municipality) of the previous irregular month to month security

services contract with Isidingo Security Services.

The engagement of K9 Security Services was an interim arrangement aimed at ensuring that the Municipal properties are safeguarded whilst the Municipality would be

undergoing a tender process to secure a 3-year security services contract, i.e. subsequent to terminating the s

ervices of Isidingo Security Services.

During the third month of K9 Security Services' appointment, it emerged that the company had submitted an invalid and/or expired certificate of practice when submitting bid

documentation to be considered for a 6 months temporary contract. This prompted Management to then immex
Action/s taken

- Upon establishing that K9 had submited an invalid PSIRA security certificate, Management teminated the bid
September 2022.

- The cumulative expenditure incurred on the contract has been classified as irregular and reported as such to
2022 and resolved to refer the matter to MPAC for investigation.

Bargain Uniforms

diately terminate K9 Security Services contract.

ider's security sefvices contract with effect from the 30th of

Council considefation. Council considered this matter in October

Bargain Uniforms was appointed to supply clothing attire for the Dundee July 2022 event. The procurement process appears not to have been comprehensively adhered to by
Community Services Department. As a result of this alleged non-compliance, the expenditure incurred has been classified as irregular.

Action/s taken

This is a new matter that has occurred during the course of current financial year (i
the matter to Council for considertion.

. 2022/23) and payment was made on Aﬂxum June 2023. Management has since reported
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Mandlakamelwa Trading

Mandlakamelwa Trading was appointed to provide catering services for the Indigenous Music event. The procurement proces appears not to have been comprehensively
adhered to by Community Services Department. As a result of this alleged non-compliance, the expenditure incurred has been|classified as irregular.

Action/s taken

This is a new matter that has occurred during the course of current financial year (i.e. 2022/23) and payment was made on the 30th June 2023. Management has since reported
the matter to Council for considertion.

sithombesikagogo Trading

sithombesikagogo Trading was appointed to provide catering services for the club distric The process appears not to have been
comprehensively adhered to by Community Services Department. As a result of this alleged non- comphance, the expenditure incurred hak ben clatited 2 irregular.

Actionls taken
This is a new matter that has occurred during the course of current financial year (i.e. 2022/23) and payment was made on the 30th June 2023. Management has since reported
the matter to Council for considertion.

Fana Manufacturing cc

Fana Manufatcuring cc was appointed to supply sports apparel for SALGA games. The procurement process appears not to have been comprehensively adhered to by Community
Services Department. As a result of this alleged non-compliance, the expenditure incurred has been classified as irregular.

It appears that the supplier in question supplied goods  in question without being issued a purchase order through the Municipality's Supply Chain Management processes.
Actionls taken

This is a new matter that has occurred during the course of current financial year (i.e. 2022/23) and payment was made on the 30th June 2023. Management has since reported
the matter to Council for considertion.



EXTERNAL LOANS

LONG-TERM LOANS
Development Bank of SA

Total Borrowings - DBSA Loan

Current Portion of Long Term Borrowings - DBSA Loan

Non-Current Borrowings - DBSA Loan
Accrued Interest

Development Bank of SA
Total Accrued Interest - DBSA Loan

ILEMBE DISTRICT MUNICIPALITY - DC29
APPENDIX A
AUDITED SCHEDULE OF EXTERNAL LOANS
as at 30 June 2023

Interest Paid Interest redeemed /
Loan number Redeemable Balance at 1 during the  Accrued at vear written off Balance at 30
Date July 2022 9 Y during the June 2023
period end arind
R R R R
12/31/2025 27,665,131 2,388,768 0 6,030,285 21,634,846
27,665,131 2,388,768 - 6,030,285 21,634,846
6,586,931
15,047,915
1,240,186 2,388,768 2,123,798 975,215
1,240,186 2,388,768 2,123,798 - 975,215
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FOREX LIABILITY AS AT 30 JUNE 2023

PRINCIPAL LIABILITY

,\IAESTAC:'QSSEI'S SETTLEMENT
wresesr | osreor | SO | Orfoneoy | SELRSLTY | ronex
The Municipality has an Agreement with Microsoft Ireland Corporation (Microsoft) for Microsoft Volume RATE EXPIRY EXCHANGE
Licenses for all Microsoft products (covering both Operating and Application Software) currently (01JULY 2022) FLUCTUATION REPORTING | 30 JUNE 2023
utilized by the Municipality. The agreement covers the period 01 July 2021 to 30 June 2024. In terms S PERIOD
of the agreement, the Municipality acquires the right of use of Microsoft licenses upfront and make
payments in three annual, equal instalments over the duration of the contract (i.e. 3 years). The 0.00% 6/30/2024 3,678,722.75 (572,212.69)| 2,109,078.88 | 2,141,856.56
payments are denominated in US Dollars (US$).
Current Portion of Long Term Forex Liability
Non-Current Portion of Long Term Forex Liability
FOREIGN EXCHANGE FLUCTUATIONS
This relates to the recognition of gains realized from or losses incurred in foreign exchange transactions as a result of currency fluctuations over the FOREIGN FOREIGN NET GAIN /
duration of the agreement. Gains realized has a fourable impact in that it reduces Forex Liability whilst losses incurred increases Forex Liability. EXCHANGE EXCHANGE
(LOSS)
GAINS LOSSES
233,011.52 (679,612.81) (446,601.29)
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Cost / Revaluation

ILEMBE DISTRICT MUNICIPALITY
NDIX B
AUDITED ANALYSIS OF PROPERTY PLANT AND EQUIPMENT
as at 30 June 2023

Accumulated Depreciation

Change in Under Change in Change in Reversal of
Opening Balance Additions policy/prior year Disposals Transfers Construction  Closing Balance  Opening Balance  Depreciation Disposals  policyfprioryear  CUEWE | IS impairment loss  Closing Balance Transfers Carrying Value
R R R R R R R R R R R R
Land 3.092.908 - - - 5.212,000 - 8304908 - - - - - - - 8.304.908
3.092.908 - - - 5.212.000 5 304508 - 5 - - £.304.908
Buildings 34,484,212 - - - - B 34.484.212 (13.504,157) (1.137.419) - (34.139) (14.675.715) 19,808,497
Infrastructure
Sewerage Mains & Purification 284191887 - - (1.828.011) 51.758.034 - 334.121.910 (102.185.243) (9.469.598) 1.777.797 - (601.592) - - (110478.636) - 223643274
Water Mains & Purification 2.892.042.565 - - (9.005.060) 120.269.092 - 3.003.306.598 (792.475.103) (96.969.633) 7.407.600 - (688.687) - (882.725.823) 2.120.580.775
Under 461.290.526 - (171:424276) ___ 263.098.083 552.064.333 - - - - - - - 552.964.333
3.637.524.979 - B (10.833.071) 602.850 263.098.083 3.890.392.841 (894.660.346) __(106.439.2301 9.185.397 (1.200.279) - (993.204.459) 2.807.188.382
Total carried forward 3.675.102,009 - B (10.833,071) 5814.850 263,008,083 3933161961 (908.164503) __(107,576,649) 5185397 P (1.324.416) - P (1.007.880.173) - 2925301787
ILEMBE DISTRICT MUNICIPALITY
A
ANALYSIS OF PROPERTY PLANT AND EQUIPMENT
as at 30 June 2023
Cost / Revaluation Accumulated Depreciation
Change in Change in Impairment
policylprior year Under policylprior year loss/Reversal of
Openina Balance Additions errors Disnosals Construction  Closina Balance ~ Openina Balance ~ Depreciation Disnosals errors impairment loss  Closina Balance Transfers Carrying Value
R R R
Total brouaht forward 3.675.102.009 5 5 (10.833.070) 5814850 263.008.083 3933.181.961 (908.164.503) __(107.576.649) 5185307 5 (1.324.418) - 5 (1.007.880.173) 5 2.925.301.767
Other Assets
Office Equipment 3,599,269 - - (87,824) - 3,511,445 (1.908,799) (175.391) 78,946 (39,567) (31.848) (24) (2,076,684) 1,434,760
Machinery & Equioment 5878916 686.489.38 (336.170) (128.787) . - 6.100.448 (2.937.147) (595.759) 100,400 113.108 (19.080) (95.703) (3.425.181) . 2,675,267
Transort Assels 40.158.367 - 336.170 (963.071) - 39.531.466 (12.074.788) (4.601.853) 734,525 (73541) (351.901) (16.367.558) 23.163.908
Comouter Eauipment 7.241.818 3.113.294.16 - (1.620.097) - 8.735.015 (2.935.105) (1.284.167) 1.308.004 (10.170) (2.921.439) - 5.813.577
56.878.370 3.799.783.54 5 (2.799.779) 5 B 57878375 (19.855.8401 (6.657.171) 2230875 5 (412.999) - ©5.727) (24.790.861) 5 33.087512
Finance Lease Assets
Comouter Eauioment 5081312 - 5081312 (2.208.488) (1.692.436) - (3.900.924) 1.180.387
Vehicles 44.256.930 - - (4.584.644) 39.672.086 (35.034.760) (8.992.762) 4584.644 - (39.442.878) 229.409
29.338.242 - 5 (4.584.644) 5 B 44.753.508 (37.243.248) (10.685.198) 4.584.644 5 5 (43.343.802) - 1.409.79
Total 3,781,318,711 3,799,783.54 - (18,217.494) 5,814,850 263,098,083 4,035,813,933 (965.263,500) __ (124,019,018) 16,0096 - (1737.418) . (95.727) (1,076,014,837) - 2,959,799,095




Cost / Revaluation

ILEMBE DISTRICT MUNICIPALITY
APPENDIX B

ANALYSIS OF PROPERTY PLANT AND EQUIPMENT
as at 30 June 2022

Accumulated Depreciation
in

Change in Change Impairment
policy/prior year Transfers Under policy/prior year loss/Reversal of
Openina Balance Additions errors Disposals Construction Closina Balance ~ Openina Balance ~ Depreciation Disposals errors impairment loss  Closina Balance Transfers Carrying Value
R R R R R R R R R R R R
Land 3.092.908 - - 3.092.908 - - - - - - - 3.092.908
3.092.908 - - - - 3.092.908 - - - - - - - 3.092.908
Buildinas 34.484.212 - - - - - 34.484.212 (12.289.210) (1214.947) - - (13.504.157) - 20.980.055
Infrastructure
Sewerace Mains & Purification 288,580,111 - (6.269.473) 1.881.249 - 284,101,887 (97.104.375) (10.435.854) 5.745.283 - (88.324) - (301.973) (102.185.243) 182,006,644
Water Mains & Purification 2.702.519.891 - 367.251 (19.756.883) 208.912.306 - 2.892.042.565 (711.472.167) (94.157.585) 16.550.095 354.756 (972.089) 84.244 (2.862.356) (792.475.103) - 2.099.567.462
Under 455.932.568 - (390.501) (210793556 216542015 461.290.526 - - - - - - 461.200.526
3.447.032.570 - (23.250) (26.026.356) - 216.542.015 3.637.524.979 (808576,542) (104,593,439 22.205378 354756 (1,060.413) 84.244 (3.164.329) (894,660.346) - 2.742.864.633
Total carried forward 3,484,609.690 B (23.250) (26.026.356) - 216,542,015 3,675.102,009 (820.865,752)  (105,808,386) 22,205,378 354.756 (1,060,413) 84,244 (3.164,329) (908.164,503) 2,766,937.506
ILEMBE DISTRICT MUNICIPALITY
APPENDIX B
ANALYSIS OF PROPERTY PLANT AND EQUIPMENT
as at 30 June 2022
Cost / Revaluation Accumulated Depreciation
Change in Change in Impairment
policy/prior year Transfers Under policylprior year ~ Changein loss/Reversal of
Openina Balance Additions errors Disposals Construction Closina Balance Openina Balance Depreciation Disposals errors estimate impairment loss  Closina Balance Transfers Carrying Value
R R R R R R R R R R R R
Total brouaht forward 3.484.609.690 - (23.250) (26.026.356) - 216.542.015 3.675.102.009 (820.865.752) __ (105.808.386) 22.205378 354.756 (1.060.413) 84.244 (3.164.329) (908.164.503) 2.766.937.506
Other Assets
Office Eauioment 4.409.732 - - (383.953) (426.509) - 3.599.269 (2.298.642) (289.735) 312564 - (31.155) (1.023) (2.307.990) 399.191 1.690.470
Machinery & Eauibment 5.366.959 415524.10 23.250 (353.326) 426,509 5.878.916 (1.942.021) (575.628) 317377 (18.615) (46.357) (272.712) (2.537.956) -399.191 2.941.769
Transport Assets 35.078.929 7.093.224.35 - (2.013.786) - - 40.158.367 (8.400.952) (5.163.607) 1.489.770 - - (12.074.788) - 28.083.579
Computer Equipment 5.207.213 2.255.991.37 - (311.387) 7.241.818 (2.493.487) (596.336) 292,073 (992) (136.363) - (2.935.105) 4.306.713
50.152.832 9.764.739.82 23250 (3.062.452) (0 - 56.878.370 (15.135.102) (6.625.306) 2.411.784 (19.607) (213,875 - (273735 (19.855.840) - 37.022.530
Finance Lease Assets
Computer Eauipment 5.139.370 (58.058) 5.081.312 (522.464) (1.710.189) 24.165 (2.208.488) 2.872.823
Vehicles 44,256,930 - - 44,256,930 (20.354.401) (14.703.390) - 23.032 (35.034.760) 9222171
49.396.300 - - (58.058) - - 29.338.242 (20.876.866) (16.413.579) 24.165 23,032 - - - (37.243.248) - 12.094.994
Total 3.584,158,823 0.764,739.82 - (29.146.867) © 216,542,015 3.781.318.711 (856.877,720) (128,847,271 24,731,327 358,161 (1.274,288) 84,244 (3.438,064) (965.263,500) 2,816.055.120




Executive & Council
Finance & Admin
Waste Management
Water

Under Construction
Other

Total

ILEMBE DISTRICT MUNICIPALITY - DC29
APPENDI

AUDITED SEGMENTAL ANALYSIS OF PROPERTY, PLANT AND EQUIPMENT
as at 31 March 2023

Cost / Revaluation

Change in

Accumulated Depreciation
C

nange in
policy/prior year

policy/prior year Under Opening & Impairment  errors/Change in
Openina Balance Additions errors Transfers Construction Disposals Closina Balance Balance Additions Disposal Loss/Reversal estimate Transfers Closina Balance  Carrying value

R R R R R R R R R R
47,400,185 3,113,294 336,170 - - (2,583,168) 48,266,481 (15,009,893) (5,886,020) 2,042,529 - (435,612) (19,288,996) 28,977,485
47,055,305 686,489 (336,170) 5,212,000 - (216,611) 52,401,013 (18,350,104) (1,908,569) 188,346 (95,727) (11,527) (20,177,580) 32,223,433
284,191,887 - - 51,758,034 - (1,828,011) 334,121,910 (102,185,243) (9,469,598) 1,777,797 - (601,592) (110,478,636) 223,643,274
2,892,042,565 - - 120,269,092 - (9,005,060) 3,003,306,598 (792,475,103) (96,969,633) 7,407,600 - (688,687) (882,725,823) 2,120,580,775
461,290,526 - - (171,424,276) 263,098,083 - 552,964,333 - - - - - - 552,964,333
49,338,242 - - - - (4.584,644) 44,753,598 (37,243,248) (10,685,198) 4,584,644 - - (43,343,802) 1,409,796
3,781,318,711 3,799,784 - 263,098,083 (18,217,494) 4,035,813,933 (965,263,590) (124,919,018) 16,000,916 (95,727) (1,076,014,837) 2,959,799,094
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