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Accounting Officer's Responsibilities and Approval

| arm responsible for the preparation of these annual financial statements for the year ended 30 June 2022, as set out in terms
of Baction 126{1) of the Municipal Finance Management Act (Act 56 of 2003} and which | have signed on behalf of the
Municipality

| certify that the salares, allowances and benefits of Councillors as disclesed in note 19 of these annual financial statements
are within the upper limits of the framewerk envisaged in Section 218 of the Constitution, read with the Remuneration of Public
Officar Bearers Act (Act 20 of 1898) and the Minister of Provincial and Local Government's determination in accordance with
thig Act.

The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003}, to maintain adequate
accounting records and is responsibie for the content apd integnty of the annual financial stateaments and related financial
information included in this report, It is the responsibility of the accounting officer to ensure that the annual financial statements
fairly presant 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 expréss an indepandant opinion on the annual financial
statements and was given unrestricted access to all financial records and related data

The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting
Practice (GRAP) including any interpretations, guidelines and directives issuad by the Accounting Standards Board.

The annual financial statements are based upon appropriate accounting policles consistently applied and supported by
reascnable and prucent judgements and estimates

The accounting officer acknowledges that he Is ultimately responsible for the system of internal financial contral astablished by
the municipality and place considerable iImportance on maintaining a strong control envircnment. To enable the accounting
officer to meet these responsibilities, the accounting officer sets 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 a2 clearly
defined framework, effective accounting procedures and adequale segregation of duties to ensure an acceptabie level of nsk,
These controls are monitored throughout the municipality and all employees are required to maintain the highest ethical
standards in ensunng the municipality's busingss is conducted in a manner that in all reasonable crcumstances is above
reproach. The focus of risk management in the municipality is on identifying, assessing, managing and monitoring all known
forms of sk across the municipality. While operating risk cannot be fully eliminated, the municipality endeavours te minimise it
by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and managad within
predetermined procedures and constraints.

The accounting officer is of the opinion, based on the information and explanations given by management, that the system of
internal contral provides reasonable assurance that the financial records may be refied on for the preparation of the annual
financial statements. However, any system of internal financial centrol can provide only reasonable, and not absclute,
assurance against material misstatement or deficit,

The accounting officer has reviewed the municipality’s cash flow forecast for the year to 30 June 2023 and, in the light of this

review and the current financial position, he is sabsfied that the municipality has or has access to adequate resources to
continue in operational existence for the foresesable future.

'*:\MW

Rama unlﬁne Selepe
Municipal Manager
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Accounting Officer's Report

1.

The ascounting officer submits his report for the year ended 30 June 2022
Review of activities
Main business and operations

The municipality is engaged in local government activities and operates principally in South Africa and [state other
countries),

Net surplus of the municipality was R 321 832 603 (2021 surplus R 355 1686 300}
Going concern

We draw attention to the fact that at 30 June 2022, the municipality had an accumulated surplus of R 3 732 179 B6%.and
that the municipality's total labilities excead its assets by R 3732 179 869,

The annual financial statements have been prepared on the basis of accounting policies applicable 1o a going concem
This basis presumes that funds will be available to finance future operations and that the realisation of assets and
sattlement of liabilities, contingent obligations and commitments will occur in the ordinary course of business

Subsequent events

The accounting officer is not aware of any matter or circumstance arising since the end of the financial year. The
Municipal Manager Ramakuntwane R, Selepe was appointad on 1 July 2022

Accounting policies

The annual financial statements prepared in accordance with the South African Statements of Generally Accepted
Accounting Practice (GAAP), including any interpretations of such Statements issued by the Accounting Practices Board,
and in accordance with the preseribed Standards of Generally Recognised Accounting Practices (GRAP) issued by the
Accounting Standards Board as the prescribed framewerk by National Treasury,

The annual financial statements set out on page 7, which have been prepared on the going concern basis, were approved
by the accounting officer on 30 Movember 2022 and were signed on its behalf by:

T {Delepn

ana‘kunt‘h Selepe
Municipal ager
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Statement of Financial Position as at 30 June 2022

Figures in Rand MNote{s) 2022 2021
Restated*
Assets
Current Assets
Cash and cash equivalents 2 427 265 813 353903 970
Receivables from non-exchange transactions 3 27 319 380 31 417 964
Inventories 4 3437 037 3147 374
Prepayments & 4159829 27141040
VAT receivable & 244359148 20 448 922
Réacaivables from exchange transactions 7 §5 038 850 52 817 917
542 560 257 473 520 247
MNon-Current Assets
Property, plant and equipment 8 3455403 349 3156 TH4 872
Intangible assets 10 3508874 4 496 618
Heritage assets 1 70716 -
3 458 982 939 3161 251 488
Total Assets 4 001 543 196 364 TT1735
Liakilities
Current Liabilities
Payables from exchange transactions 12 183 B48 804 139167 516
Unspent condiional grants and receipts 13 272877 3875745
Operating leasea liabilty 14 206 877 102173
Finance lease obligation 15 1418 170 1322 561
Employee benefit abligation 18 15 190 498 14 695 447
200 937 224 159 153 442
Non-Current Liabilities
Finance lease obligation 15 B74 148 2292 316
Employes benefit abligation 18 67 551 857 62 937 898
68 426103 65 230 214
Total Liabilities 269 363 327 224 383 656
MNet Assets 3732179 869 3410 388079
Accumulated surplus 3732175868 3410388079
Total Het Assets 3732179 869 3410 383 079

* See Note 46
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Statement of Financial Performance

Figures in Rand Note(s) 2022 2021
Restated”
Revenue
Revenue from exchange transactions
Service charges 17 81 T&7 624 81 087 388
Other income i8 1139777 1622 B4B
Interest received - investment 18 26831 331 23730979
Intarest received - outstanding debtors 19 35718053 31 010 950
Total revenue from exchange transactions 145 476 785 137 471 163
Revenue from non-exchange transactions
Transfer revenue
Fines, Penalties and Forfeits 20 21 &1 090
Government grants & subsidies 21 1040560 715 1043 822 004
Total revenue from non-exchange transactions 1 040 560 736 1043 883 094
Total revenue 22 1186 037521 1181 354 257
Expenditure
Employae related costs 23 (333471 328) (333359 295)
Remuneration of councillars 24 {14 957 263) (15 213 164)
Commission expenss 25 (35 251 703) (33 632 507)
Depreciation and amartisation 26 {75 613255} {70 646 144)
Derecognition of assets 27 {9932 728) (16 410 .504)
Finance costs 28 {211 144) (114 B45)
Inventory consumed 23 (B4 390 .858) {80 338 385)
Transfers and Subsidies 30 - (336 842)
Debt Impairment 31 (87 011 281) (57 505 933)
Contracted services 32 {135 598 450) (113 033 924)
General Expenses 33 {79 B85 506) (54 210 081}
l.ess en disposal of assets and liabilities 34 (831 877) {9506 771)
Impairment loss 35 (8719 023) (13 975 B45)
Repairs and maintenance 38 {18 567 114) (15931 783)
Leass rentals on operating leass 14 (B 245 038) (6 470 143)
Actuanal losses 16 (3818 239) 15 501 00d)
Total expenditure {864 204 918) (826 187 957)
Surplus for the year 321 832 603 355 166 300

" See Note 46
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Statement of Changes in Net Assets

Accumulated Total net
Flgures in Rand surplus | deficit assels
Opening balance as previously reported 3 056 008 431 3058 006 431
Adjustments
Correction of erors 48 (784 B52) (784 652)
Balance at 1 July 2020 3055221779 3056221779
zhanges in net assets
Surplus for the year 355 166 300 355 166 300
Total changes 355 166 300 355 188 300
Restated” Balance at 01 July 2021 3410 347 266 3410 347 266
Changes in net assets
Surplus for the year 321832 603 321 832 603
Total changes 321832603 321 832603
Balance at 30 June 2022 3732179869 3732179869
" See Mole 46
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Cash Flow Statement

Figures in Rand MNate(s) 2022 2021
) Restated®

Cash flows from operating activities

Receipts

Cash receipts from customers 128 984 538 B1 660 388

Grants 1 036 957 848 1 018 840 BA1

Interest incomea 26 831 331 23738879

1182773715 1124 241 248

Payments

Employee costs (345 635 698) {342 023 348)

Suppliers (379513 863) {379 014 124)

Finance costs (211 144) (114 646)
(725 360 805) (721152 118)

Met cash flows from operating activities 37 467 412 910 403 089130

Cash flows from investing activities

Purchase of property, plant and equipment 8 {393 063 087) (405 182 354)

Proceeds from sale of property, plant and equipmeant 8 405 407 1125412

Purchase of other intangible assets 10 = {1390 598)

Purchase of heritage assets 1 (7O 718) -

Net cash flows from investing activities {392 728 406) (408 447 538)

Cash flows from financing activities

Finance lease payments (1 322 561) (524 398)

Met increase/(decrease) in cash and cash equivalents 73 361 943 (6 BB2 806)

Cash and cash equivalents at the beginning of the year 353 803 870 360 786 776

Cash and cash equivalents at the end of the year 2 427 265 913 353 903 970

The accounting policies on pages 15 to 35 and the notes on pages 36 to 74 form an integral part of the annual financial

statements,

* See Note 46
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Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved Adjustments  Final Budget Actual ameunts Difference Reference
budget on comparable between final
basis budget and

Figures in Rand actual
Statement of Financial Performance
Revenue
Revenue from exchange
transactions
Service charges & 436 000 s00000 TE936000 81787624 4 851 624 47
Other income 843 000 265 000 1108 000 1138777 by
Interest received - investment 21235000 5000000 26235000 25 A31 331 596 331
Interest received - cutstanding - 20000000 20000000 s3svia0s: 0 15718053
debtors
Total revenue from exchange 98 514000 25765000 124279000 145476785 21197785
transactions
Revenue from non-exchange
transactions
Transfer revenue
Govarnment grants & subsidies 1017 127000 21 544 000 1038671 000 1 040 560 715 1889715
Fines, Penalties and Forfeits - = - 21 21
Total revenue from non- 1017127000 21 544 000 1 038671000 1 040 560 736 1 889 736
exchange transactions
Total revenue 1115641 000 47 309 000 1 162 950 000 1 186 037 521 23 087 521
Expenditure
Personnel (364 796 000) {1771 600) (366 567 600) (333 471 325) 33 096 275
Remuneration of councillors (17 343 000) i3oooy (17348 000) (14 957 262) 2388738
Depreciation and amortisation (74091 000) (5300000) (79391000) (75513 255) 3877 745
Finance costs {470 DOOY = (470 DOO) (211 144) 258 856
Lease rentals on operating lease (10 134 000) 3441000  (B693000) (g 245 039 447 961
Debt Impairment (436814 000) (13400000) (57014000) (57011 281) 2709
Commission expense (32822 000) (2425700) (35251700) (35251703 {3)
Bulk purchases (86 720 000) 1725000 (84395000} (a4 390 888) 604 112
Contracted Services {124 660 500) (43 367 800) (168028 300) (135508 450) 32 429 850
Cierecognition - {10 00D 000y (10 000 000) (9932 728) BT 272
General Expenses (111154 500) (12 034 300) (123188 800} (113413 726) 9775074
Total expenditure (865 BOS 000) (B3 140 400) (948 945 400) (865996 811) B2 948 589
Operating surplus 249 B36 000 (35831 400) 214004600 320040 710 106 035 110
Loss on disposal of assets and {17412 000) 4 500 000 (6 912 000) (831 878) 6 080122
liabilities
Agsets Impairment (6808 000) (10000000) (16906000) (a719003) B 186807
Actuarial gainsfosses - (3820000) (38B20000) (3818 239) 1761
Surrender of surpluses (20438 000) (5447 000) (25885000) (18 567 114) 7 317 886

(38 756 000) (14 767 0D0) (53523 000) (31936 324) 21 586 676
Surplus for the year 211 08B0 000 (50 598 400) 160 481 600 288 104 386 127 622 786
Actual Amount on Comparable 211 080 000 (50 598 400) 160 481 600 288 104 386 127 622 786

Basis as Presented in the
Budget and Actual
Comparative Statement
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Statement of Comparison of Budget and Actual Amounts

Budgat on Cash Basis

Approved Adustmentz  Final Budget Actual amounts  Difference Referance
budget on cemparable between final
basis budget and
Figures in Rand actual
Statement of Financial Position
Assets
Current Assots
Inventaries 3272 887 (125 514) 3147 373 3 437 037 289 664
Recelvables from non-exchange 35190413 22895725 58186138 27319380 (30 866 758)
transactions
VAT receivabile 13197 000 13187000 24430148 11242148
Recelvables from exchange 41861435 54224879 96086314 55938850 (40 147 464)
transaction
Prepayment - 4500000 2 4500000 4159829 (340 071)
Cash and cash equivalents 244 B26 560 207 608600 422526189 427 285513 4740 744
31062404 289 293690 600356094 546 7T20186 (53 635 908)
Mon-Current Assets
Property, plant and equipment 3 427 406 387 13860 486 3441 266 873 3 455403349 14 136 476
Intangible assets 8087 121 (903 505) B 193616 3508874 (4 684 742)
Heritage assets . 75 000 75 000 70716 (4 284)
3436 503 508 13031 981 3 449 535 489 3 458 982 939 9 447 450
Total Assets I74AT 565912 302325671 4049891 582 4005703125 (44 188 458)
Liabilities
Current Liabilities
Finance lease obligation 283 206 004 844 1278 050 1418 170 140 120
Operating lease liability 102 173 212 000 314173 206 877 (107 296)
Payables from exchange 196380187 ©19438097 288324084 133848804 (104475 280)
transactions
Employee benefit obligation 14 305 186 140260 14445446 15100 496 745 050
Unspent conditional grants and 3 875 745 275 000 4 150 745 272877 (3 877 86B)
receipls
214946497 93566 001 308512498 200937 224 (107 575 274)
Nan-Current Liabilities
Finance |lease obligation - 1420 000 1420 000 874 145 (545 855)
Employea benefit obligation 52773048 11414850 64187898 g7 551957 3 364 059
52773048 12834850 65607898 68426102 2818204
Total Liabilities 267 719545 106 400 851 374120396 269 363 326 (104 757 O70)
Net Assets 3479846 367 195924 820 3675771187 3 736 339799 60 568 612
Net Assets
MNet Assets Attributable to
Owners of Controlling Entity
Reserves
Accumulated surplus 3470846 367 195824 820 3675771187 3736330700 60 568 612
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Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved Adjustments . Final Budget Actual amounts Difference Reference
budget on comparable between final
basis budget and
Figures in Rand actual
Cash Flow Statement
Cash flows from operating activities
Receipts
Cash receipts from customers 24459 200 (Tooooo) 23759200 125984 533 105 225333 47
Grants 1017127000 21544 000 1038671000 1 026808612 (1 BE1 3BB)
Interest income 21 235000 5000000 28235000 26831331 596 331
Other recaipts 843000 265 000 1 108 000 (1 108 D0D)
1 D63 664 200 26109000 1089773 200 1192625476 102 852 276
Payments
Employes costs (382 139 000) (2 535 000) (384675000) [345535608) 39038302
Suppliers (352 583 000) 202657 000 (149926 000) (379 513 062) (229 587 962)
Finance costs {470 000) = (470 000) {211 144} 258 856
(735192 000) 200121 000 (535071 000) (725 360 804) (190 289 804)
Net cash flows from operating 328472200 226 230000 554702200 467 264 672 (BT 437 528)
activities
Cash flows from investing activities
Purchase of property, plantand (324 027 000) (66 154 000) (390 181 000) (352014 856) (2733 856)
aquipment
Proceeds from sale of property, = = - 405 405 405 405
plant and equipment
Purchase of heritage assets 100 000 - 100 000 (70 718) (170 718)
Net cash flows from investing {323 927 000) (66 154 000) (390 081 000) (392 580 167) (2 433 167)
activities
Cash flows from financing activities
Finance lease payments - {1300000) (1300000) (12322 562) (22 562)
Met increase/(decrease) in cash 4 545200 158775000 163321200 73381043 (B9 969 257)
and cash equivalents
Cash and cash equivalents at 209007000 144808971 353903971 353 003 671 -
the beginning of the year
Cash and cash equivalents at 213642200 303582971 517225171 427 265 314 (899593 25T)

the end of the year
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Accounting Policies

Figures in Rand MNote(s) 2022 2021

1.1

1.2

1.3

1.4

1.5

Presentation of Annual Financial Statements

The annual financial statements have been prepared on an accrual basis of accounting and are in accordance with
historical cost convention unless specified otherwise.

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

The principal accounting pelicies adopted in the preparation of these annual financial statements are set out below

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or permitted by a
Standard of GRAP

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 policias are explainad in the relevant palicy.

Presentation currency

These annual financial statements are prasented in South African Rand, which is the functional currency of the
municipality,

Going concern assumption

These annual financial statements have been preparad based on the expectation that the municipality will continue to
operate as'a going concern for at [zast the next 12 menths,

Materiality

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

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

Comparative figures

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year.
When the presentation or classification of items in the guarterly financial statements (2 amended, prior period comparative
amounts are restated. The nature and reason for the reclassification s disclosed. Where accounting arrors have been
identified in the current year, the correction is made retrospectively as far as is practicable, and the prior year
comparatives are reslated 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 comparatives are restated accordingly.
Standards, amendments to standards and interpretations

The following GRAP standards have been approved but not yet effective.

Mo. Title of Standard Impact on GRAP Reporting Framework
GRAR 25 Emplayes benefits Mo material impact
GRAP 103 Heritage assets No matenal impact
GRAP 104 Financial instruments Mo matenal impact

15
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Accounting Policies

1.6 Property, plant and equipment

Property, plant and equipment are tangible non-current assets {including infrastructure assets) that are heid for use in the
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used
during more than one year, lkems 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 atiributable 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, plan and equipment have different useful lives, they are
accounted for as separate items {major components) of property, plant and equipment.

Depreciation

Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated usetul lves of the
assets. Components of assets that are significant in relation to the whaole asset and that have different useful lives are
depreciated separately. The annual depreciation rates are based on the following estimated average asset lives.

Item Average useful life
Buildings 10-55
Fumiture and fixtures 8-20
Motor vehicles

. Specialised sarvices 7-20
. Other vehicles T-20
Machinery and eqguipment 8-20
IT equipment B-23
Computer software B-11
Infrastructure

. Roads and paving 15-50
Cormmunity

. Buildings 10-55
*  Security 310
Other equipment

. Coplers 6

«  Telephones 36

+  Emergency Equipment 5-8
Communication equipment 3-6
Leased Assets

=  Dffice Equipment 1-10
Wastewatar network

*+  Sewerage 15-50
Water network

»  Water maintenance and purification 15-55
. Water reservoir 30-55

The residual value, the useful life and depreciation method of each asset are reviewed at least at of each reporting date. If
the expectations differ from previous estimates, the change is accounted for as a change in accounting estimate.

Reviewing the useful life of an asset on an annual basis does not require the entity to amend the previous estimate unless
expectations differ from the previous estimate.

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item
is depreciated separately.

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of
another assef.

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

16
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Accounting Policies

1.6 Property, plant and equipment {continued)

Tne gain or loss ansing from the derecognition of an item of property, plant and eguipment is included in surplus or deficit
when the item is derecognised. The gain or loss ansing from the derecognition of an item of property, plant and
equipment is determined as the difference betwesan the net disposal proceeds, if any, and the carrying amount of the [tem,

Initial recognition

Propearty, plant and equipment are tangible non-current assets (including infrastructure assels) 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 usad
during more than one year. tems 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 othar
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.

Trace discounts and rebates are deducted in arriving at the cost. The cost also includes the necessary costs of
dismantiing and removing the asset and restoring the site on which itis locatad

When significant components of an item of property, plan and equipment have different usaful 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 consideration (.. a non-exchange transaction), the cost
iz deemad to be equal to the fair value of that asset on the date acquired

Where an item of property, plant and eguipment is acquired in exchange for a non-monetary asset or manetary assets, or
a combination of menetary and non-monetary assets, the asset acguired 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 eqguipment when the municipality expects to use
them during more than one period. Similarly, If the major spara parts and servicing equipment can be used only in
connection with an item of property, plant and eguipment, they are accounted for as property. plant and equipment

Subsequent measureament - cost

Subsequent to initial recognition, items of property. plant and equipment are measured at cost less accumulated
depreciation and impairment losses. Land |s 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 futurs
economic benefits associated with the asset.

Depreciation

Depraciation 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, The annual depreciation rales are based on the following estimated average asset lives:
Derecognition

Items of Property, plant and equipment are derecognised when the assat is disposed of or when thare are no further
economic benefits or service potential expected from the use of the asset. The oain or loss arising on the disposal or
retiremant of an item of property, plant and equipment is determined as the difference between the sales proceeds and
the carrying value and i recognised in the Statement of Financial Performancsa.

Work in progress

Construction work in progress is recognised at cost and transferred to asset upon completion, Construction work in
progress is not depraciable until after it s transferred to completed assets
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1.7

1.8

Impairment of non-cash-generating assets

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

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

Irespective of whether thare is any indication of impairmant, the entity also test a non-cash-generating intangible asset
with an indefinite useful life or a non-cash-generating intangible asset not yet available for use for impairment annually by
comparing its carrying amount with its recoverable service amount, This iImpairment test is performed at the same time
every year |f an intangible asset was initially recognised during the current reporting period, that intangible asset was
tested for impairment before the end of the current reporting period.

Reversal of an impairment loss

The municipality. assess at each reporting date whether there is any indication that an impairmant loss recognised in prior
parieds for a non-cash-generating asset may no longer exist or may have decreased. If any such indication exists, the
municipality estimates the recoverable sarvice amount of that asset.

An impaimment loss recognised in prior perods for a non-cash-generating asset is reversed if there has been a change in
the estimates used to determing the assel’s recoverable service amount since the last impairment loss was recognised
The carrying amount of the asset s increased to is recoverable service amount The increase is a reversal of an
impairment loss. The increased camying amount of an asset attributable to a reversal of an impaiment loss does not
exceed the carrying amount that would have been determined (net of depreciation or amortisation) had no impairmeant
loss been recognised for the asset in prior penods.

A reversal of an impairment loss for a non-cash-generating asset |s recognised immediately in surplus or deficit. Any
reversal of an Impairment loss of 2 revalued non-cash-generating asset is treated as a revaluation increase.

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

Intangible assats
Initial Recognition

An intangible asset is an identifiable non-monetary asset without physical subistance. Examples include computer
software, licences, and development costs, The municipality recognises an intangible asset in its Statement of Financial
Fosition only when it is probabie that the expected fulure economic benefits or service potantial that are attributable o the
asset will Nlow to the municipality and the cost or fair value of the assef can be measured raliably,

Internally generated intangible asseis are subject to strict recognition criteria before they are capitalised. Research
expenditure is never capitalised, while development expenditure is only capitalisad to the exlent that:

«  the municipality intends to complete the Intangible asset for use or sale

«  itis technically feasible to complete the intangible asset

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

. it is probable that the municipality will receive future economic benefits or service patential,

Intangible assets are Initially recognised at cost.

Where an intangible asset is acquired by the municipality for no or nominal consideration {l.e. a non-exchange
transaction), the cost is deemed to be equal to the fair value of that asset on the date acquired.

Where an |ntangible assel s acquired in exchange for a non-monetary asset or monetary assets, or a combination of
monatary and non-monalary assets, the asset acguired is Initially measurad 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 assetis) given up,
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1.9

Intangible assets (continued)
Subsequent measurement - cost model

Intangible assets are subseguently carried at cost less accumulated amortisation and impairments. The cost of an
intangible asset is amortised over the useful life where that useful life |s finite, Where the useful lifg s indefinite, the asset
is not amortised but is subject to an annual impairment test.

Amortisation and impairment

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

Computer software 8-11

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.

The municipality tests intangible assets with finite useful lives for impairment whers there is an indication that an asset
may be impaired. An assessment of whether there s an indication of possible impairment is done at each reporting date.
Where the carrying amount of an item of an intangible asset is greater than the estimated recoverable amount (or
recoverable service amaount), it is whtten 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 ansing 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
Statemant of Financial Performancs

Wehbsite costs

The muricipality has a wabsite designed for internal and external access. The municipality is at the operating stage which
comprises maintaining and enhancing applications, Infrastructure, -graphical design and the content of the file. The
municipality incurs internally generated costs on the oparation of the website and the costs are therefora expensad,

Inventories

Inventories are inilially measurad at cost except where inventaries are acquired through a non-exchange transaction, then
their costs are their fair value as at the date of acquisition

Subsequently inventories are measured at the weighted average cost

Net realisable valuz is the estimated seling price in the ordinary course of operations less the estimated costs of
completion and the estimated costs necessary 10 make the sale_ exchange or distribution

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

The cost of inventones 15 assigned using the weighted average cost formula. The same cost formula is used for all
inventories having a similar rature and uge to the municipality

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which
the related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are
distributed, ‘or related services are rendered. The amount of any write-down of inventores to net realisable value ar
current replacement cost and all losses of inventories are recognised as an expensa in the period the whits-down or loss
ocours. The amount of any reversal of any write-down of inventories, arising from an increase in net realisable value or
current replacement cost, are recognised as a reduction in the amount of inventories recognised as an expense In the
period in which the reversal ooours.
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1.9

Inventories (continued)
Initial recognition

Inventories assets in the form of materials or supplies to be consumed or distributed in the rendering of service:
Inventories are initially recognised at cosl. Cost generally refers to the purchase price, plus taxes, transport costs and any
ather costs in bringing the inventornes to their current location and condition.

Where inventary Is acquired by the municipality for no er neminal consideration (i.e. a non-exchange transaction), the cost
is deemed to be equal to the fair valua of the item on the date.

Consumable inventory is valued using the weighted average cost whilst water inventory 1s valued using the weighted
average cost method

Subsequent measurement

Inventaries, consisting of consumable stores and raw materials, are valued at the weighted average cost, unless they are
to be distributed at no or nominal charge, in which case they are measured at the lower of cost and current replacemeant
cost. Redundant and slow-moving inventones 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 wrile-down of inventones ansing from an increase in weighted average cost 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

Tha carrying amount of inventories is recognisad a8 an expense in the period that the inventory was distributed. written off
or consumed, unless that cost qualifiss for capitalisation to the cost of another asset

1.10 Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one municipality and a financial liability or a
residual interest of anather municipality,

The amortised cost of a financial asset or financial liability 1s the amount at which the financial asset or financial liability is
measured at initial recognition minus principal repayments, plus or minus the cumulative amortisation using the effective
interest method of any difference between that initial amount and the maturity amount, and minus any reduction (directly
or through the use of an-allowance account) for impairment or uncollectability.

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

Derecognition is the removal of a previously recognised financial asset or financial liability from an municipality’s
statemeant of financial position.

A derivative is a financial instrument or other contract with all three of the following charactaristics:

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

* It requires no initial net investment or an initial net investment that is smaller than would be reguired for other types
of contracts that would beexpected to have a similar response o changes in market factors.

= ltis seftled at a future dats.

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial liability {or
group of financial assets or financial liabilities) and of allocating the interest income or interest expense over the relevant
period, The effective inlerest rate is the rate that exactly discounts estimated future cash payments or receipts through the
expected life of the financial instrument or, when appropriate, a shorter period to the net carrying amount of the financial
asset or financial liability, When calculating the effective interest rate, an municipality shall estimate cash fows
considening all contractual lerms of the financial instrument (for example, prepayment, call and similar options) but shall
not consider future credit iosses.  The calculation includes all fees and points paid or received between parties to the
contract that are an integral part of the effective interest rate (see the Standard of GRAP on Revenue from Exchange
Transactions), transaction costs, and all other premiums or dissounts. There is a presumption that the cash flows and the
expected life of a group of similar financial instruments can be estimated reliably,
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1.10 Financial Instruments {continued)

However, In those rare cases when it (s not possible to reliably estimate the cash flows or the expectad Iife of a financial
instrument {or group of financial instruments), the municipality shall use the contractual cash flows over the full
contractual term of the financlal instrument (or group of financial instruments)

Fair value is the amount for which an assetl could be exchanged, or a liability settied, between Knowladgeable willing
parties in an arm's length transaction.

& financial asset is:

. cash;

. a residual interest of another municipality; ar

. a contractual right to;
- receive cash or anothar financial asset from another municipality; or
- exchange financial assets or financial liabilities with another municipality under conditions that are potentially
favourable to the municipality,

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder
for a loss it incurs because a specified debtor fails to make payment when dug in accordance with the onginal or modified
ierms of a debt instrument,

A financial liability 15 any liability that is-a contractual obligation to:
. deliver cash or ancther financial asset to another municipality; or
+«  exchange financial assets or financial liabilities under conditions that are polentially unfavourable to the entity

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

Liguidity risk is the risk encounterad by an municipality in the event of difficulty in meeting obligations associated with
financial liabilities that are seittied by delivering cash or another financial asset.

Market risk is the risk that the fair value or future cash fiows of a financial instrument will fluctuate because of changes in
market prices, Market risk comprises three types of risk: currency risk, interest rate risk and other price risk

A residual interest is any contract that manifests an interest in the assets of an municipality after deducting all of its

liabitities. A residual interest includes contributions from owners, which may be shown as;

. equity instrurments or similar forms of unitised capital;

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

- a formal agreement, in relation to the contripution, establishing or increasing an existing financial interest in the net
assets of an municipality

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

= the municipality designates at fair value at initial recogrition; or

= are held for trading,

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 relizbly measured.

Initial recognition

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

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

The municipality measures a financial asset and financial liability initially at its fair value plus transaclion cosls that are
directly attributable to the acquisition or issue of the financial asset or financial liakility
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1.10 Financial instruments (continued)

1.1

The municipality measures a financial asset and financial liability initially at its fair value [if subseguently measured at fair
value).

Subsequent measurement of financial assets and financial liabilities

The municipality measures all financial assets and financial liabilities after initial recognition using the following
categories:

. Financial instruments at fair value,

. Financial instruments at amortised cost,

. Financial instruments at cost,

All financial asszats measured at amortised cost, or cost, are subject to an impairmeant review,

Presentation

Interest refating to-a financial instrument or a component that is a financial liabilty is recognised as ravenue or expensa in
surplus or deficit,

Losses and gains relating to a financial instrument or a component that 15 a financial liability is recognised as revenue or
expense in surplus or deficit,

A financial assat and a financial liability are only offset and the net amount presented in the statement of financial position
when the entity currently has a legally enforceahble right to set off the recognised amounts and intends either o setthe ona
net basis, or to realise the asset and seftle the liability simultaneously

In accounting for a transfer of a financial asset that does not quallfy for derecognition, the municipality does niot offset the
transferred azset and the associated liability

Statutory receivables

Identification

Statutory receivables are receivables that arise from legislation, supporting regulations; or similar means, and raguire
settlement by another entity in cash or another financial asset,

Carrying amount is the amount at which an asset is recognised In the statement of financial position,

The cost method is the method used to account for statutory receivables that requires such receivables to be measured at
their transaction amount, plus any accrued interest or other charges {where applicable) and, less any accumulated
impairmant losses and any amounts derecognised.

Nominal interest rate is the interest rate and/or basis specified in legislation, supperting regulations er similar means

The transaction amount for a statutory receivable means the amount specified in, or calculated, levied or charged in
accordance with, legislation, supporting regulations, or similar means

Recognition

The municipality recognises statutory receivables as follows:

. if the transaction is an exchange transaction, using the policy on Revenue from exchange transactions;

. if the transaction is a non-exchange transaction, using the policy on Revenue from non-exchange transactions
(Taxes and transfers), or

. if the transaction is not within the scope of the policies listed in the above or another Standard of GRAP, the
recaivable is recognised when the definiion of an asset is met and, when it is probable that the future economic
benefils or service potential associated with the asset will flow to the entity and the transaction amount can be
measurad reliably.

Initial measurement

The municipality initially measures statutory receivables at their transaction amount.
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1.11 Statutory receivables (continued)
Subsequent measurement

The municipality measures statutory receivables after |nitial recognition using the cost method. Under the cost method,
the initial measurement of the receivabla is changed subsequent to Initial recognition to refiect any

. interest or other charges that may have acerued on the raceivable (whare applicable},

=  impairment losses; and

. amounts deracognised,

Impairment losses

The municipality assesses at each reporting date whether there is any indication that a statutory receivabla, or a group of
statutory receivables, may be impaired,

In assessing whether there is any indication that a statutory receivable, or group of statutery receivables, may be

impaired, the municipality considers, as a minimum, the following indicators,

. Significant financial difficulty of the debtor, which may be evidenced by an application for debt counselling, business
rascue or an equivalent,

. It is probable that the debtor will enter sequestration, liquidation or other financial re-organisation.

= A breach of the terms of the transaction, such as default or delinquency in principal or interest payments (where
levied)

*  Adverse changes in international, nafional or local economic conditions, such as a decling in growth, an increase in
debt levels and unemployment, or changes in migration rates and patterns.

If there is an indication that a statutory receivable, or a group of statutory receivables, may be impaired, the municipality
measures the impairment loss as the differance between the estimated future cash flows and the carrying amount. Where
the carrying amount is higher than the estimated future cash flows, the carrying amount of the statutory receivable, or
group of statutory receivables, is reduced, either directly or through the use of an allowance account, The amount of the
losses is recognised in surplus or deficit,

In estimating the future cash flows, an municipality considers both the amount and timing of the cash flows that it will
receive in future. Consequently, where the affect of the time value of money is material, the entity discounts the estimated
future cash flows using a rate that reflects the current risk-free rate and, it applicable, any nsks specific to the statutory
recelvable, or group of statutory receivables, for which the future cash flow estimates have not been adjusted,

An impairment logs recognised in prier penods for a statutory receivable is revised if there has been a change in the
estimates used since the last impairment loss was recognised, or to reflect the effect of discounting the estimated cash
flows.

Any previously recognised impairment loss is adjusted either directly or by adjusting the allowance account The
adjustment does not result in the carrying amount of the statutory receivable or group of statutory receivables excesding
what the carmying amount of the recaivable(s) would have been had the impairmeant less not been recognised at the date
the impairment is revised. The amount of any adjustment is recognised In surplus or deficit

Derecognition

The municipality derecognises a statutory receivabile, or a2 part thersof, when:

+«  the nghts to the cash flows from the receivable are settled, expire or are waived;

. the municipality transfers to another party substantially allof the risks and rewards of ownarship of the receivable; or

+  the municipality, despite having retained some significant risks and rewards of ownership of the receivable, has
transferred control of the receivable to another party and the other party has the practical ability to sell the receivable
in its entirety to an unrelated third party, and is able to exarcise that ability unilaterally and without needing to impose
additional restrichions on the fransfer. In this case, the entity:
- derecognise the receivable, and
- recognise separately any rights and obligations created or retainad in the transfar

The camying amounts of any statutory receivables fransferred are allocated between the nghts or obligations retained and
those transferrad on the basis of their relative fair values at the transfer date. The entity conziders whether any newly
created rights and obligations are within the scope of the Standard of GRAF on Financial Instruments or another Standard
of GRAP. Any difference between the consideration received and the amounts derecognised and, those amounts
recognised, are recognised in surplus or deficit in the period of the transfer
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1.14

1.15

116

Unauthorised expenditure

Unauthorised expenditure means!

- overspending of a vate or a main division within a vole; and

- expenditura not in accordance with the purpose of a vote or, in the case of a main division, not in accordance with
the purpose of the main division

Unauthorised expenditure is accounted for in line with all relating requirements, including, but not limited to, ruling
Legislation, Regulations, Frameworks, Circulars, Instruction Notes, Practice Notes, Guidelines efc (as applicable)

Irregular expenditure

Irregular expenditure is expenditure that is contrary to the Municipal Finance Managemant Act (Act No.56 of 2003), the
Municipal Systems Act (Act No.32 of 2000), the Public Office Bearers Act {Act Na, 20 of 1998) or is in contravention of the
Municipality's supply chain management policy. Imegular expendidure excludes unauthorsed expenditure, Iregular
expenditure s accounted for as expenditure in the Staterment of Financial Perfarmance and where recovered, it is
subsequently accounted for as revenue in the Statement of Financial Performance. The identified iregular expenditure is
disclosed in the note to the annual financial statements in the year that it is incurred

Fruitiess and wasteful expenditure

Fruitless and wasteful expenditure 15 expenditure that was made in vain and would have been avoided had reasonable
care been exarcised Fruitiess and wasteful expenditure is accounted for as expenditure in the Statement of Financial
Performance and where recovered, it is subsequently accounted for as revenue In the Statement of Financial
Performance. The identified fruittess and wasteful expenditura is disclosed in the note to the annual financial statements
in the year that it is incurrad,

Provisions and Contingents

Provisions are recognised when the municipality has a present or constructive obligation as a result of past events, it
is probable thal 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 reflact the
current best estimate, Where the effect is material, nen-current provisions are discounted to their present value using
a pre-tax discount rate that reflects the market's current assesement of the time value of maoney, adjusted for risks
speciiic 1o the liability (for example In the case of obligations for the rehabilitation 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 resocurces embodying economic benefits is remote. A contingant asset |s disclozsed 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 i sufficient objective evidence that they will occur. Gains from the expected disposal of assets are not taken info
account in measuring a provision, Provisions are not recegnised for future operating losses. The present obligation under
an cnarcus coniract is recognised and measured as a provision

A provision for restructuring costs is recognised only whan the following criteria over and above the recognition eriteria of

a provision have been met;

a) The municipality has a detailed formal plan for the restructuring identifying at least.

= the location; function, and approximate number of employess who will be compensated for terminating their
services,

. when the plan will be implemented; and

The municipality has raised a valid expectation in those affected that it will carry out the restructuring by starting to
implement that pian or announcing its main features to those affected by it.

Leases
A lease is classified as a finance lease if it fransfers substantially all the risks and rewards Incidental to ownership, A

lease is classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to
ownership
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Leases (continued)
Finance leases - lessee

Leases are classified as finance leases whera substantially all the risks and rewards associated with ownarship of an
asset are transferred to the municipality. Property, plant and eguipment or intangible assets subject to finance |lease
agreements are initially recognised at the lower of the assel's fair value and the present valug 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 paymeants 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 |ease payments and unguaranteed
residual value to the fair value of the asset plus any direct costs incurred.

Subsaguent to initial recognition, the leased assets are accounted for in accordance with the stated accounting policies
applicable to property, plant, equipment or intangibies. The lease |iability Is reduced by the lease payments, which are
allocated between the lease finance cost and the capital repayment using the effer;b:ve interest rate method. Lease
finance costs are expensed when incurred. The accounting policles relating to derecognition of financial Instruments are
applied to lease payables. The lease assst is depreciated over the shorter of the assat'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

Operating leases - lessor
Operating lease revenue is recognised as revenue on a straighi-line basis over the lease term,

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leased
assel and recognised as an expense over the lease tarm on the same Dasis as the lease revenue,

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

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

Income for leases is disclosed under revenue in statement of financial performance.

Operating leases - lessee

Operating lease payments are recognised as an expense on a straight-line basis over the lease tarm. The difference
between the amounts recognised as an expense and the contractual payments are recognised as an operaling lease
asset or liability,

Revenue from exchange transactions

Revenue is the gross inflow of economic benefits or service polential dunng the reporting pencd when those inflows result
in an increase in net assets. other than increases relating to contributions from owners.

An exchange fransaction is ona in which the municipality receives assets or services, or has lisbilities extinguished, and
directly gives approximately equal value (primarily in the form of goods, services or use of assets) to the other party in
exchange.

Fair value 15 the amount for which an asset could be exchanged. or a liability settled. between knowledgeable, willing
parties in an arm's length transaction.

Measurement

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume
rebates.
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1.17 Revenue from exchange transactions (continued)
Sale of goods

Rﬂvenue from the sale of goods is recognised whan all the following conditions have been satisfied:
the municipality has transferred o the purchaser the significant risks and rewards of ownership of the goods,

. the municipality retains neither continuing managenal involvement fo the degree usually associated with
ownership nor effective control over the goods sold,

. the amount of revenue can be measured relably;

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

= the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Ravenue from the sale of goods is recognised when all the following conditions have been satisfied:
the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods;

*  the municipality retains nefther continuing manageral involvement to the degree usually associated with
ewnership nor effective control over the goods sold,

+  the amount of revenue can be measured reliably,

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

= the costs incurred of to be Incurred in respect of the transaction can be measured reliably.

Rendering of services

When the outcome of a transaction involving the randering of services can be estimaled religbly, revenue associated

with the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The

outcome of a transaction can be estimated reliably when all the following conditions are satisfied;

. the amount of revenue can be measured reliably;

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

= the stage of complation of the transaction at the reporting date can be measured reliably, and

= the costs incurred for the transaction and the costs to complete the transaction can be measured reliably.

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

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

Interest Income

Revenue arising from the use by othars of municipal assets yielding interest shall be recognised when:

. It s probable that the economic benefits or service potential associated with the transaction will flow to the
municipality, and

*  The amount of the revenue can be measured reliably, Interest shall be recognised on a time basis that takes into
account the effective yield of interest

Revenue from the recovery of unauthorised, irregular, frutless and wasteful expenditure is based on legisiated
proceduras, inciuding those set out in the Municipal Finance Management Act (Act No 56 of 2003) and is recognised
when the recovery thersof from the responsible councillors or officials is wirtually certain,

1.18 Revenue from non-exchange transactions

Fevanue comprises gross inflows of economic benefits or service potential received and receivable by a municipality,
which represents an increase in net assets, other than increases relating o contributions from owners,

Conditicns on transferred assets are stipulations that specify that the future economic benefits or service potential
embodied in the asset is required to be consumed by the recipient as specified or future economic benefits ar service
potential must be retumed to the transferor.
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1.18 Revenue from non-exchange transactions (continued)

Control of an asset arise when the municipality can use or alherwise banefit from the asselin pursuit of its objectives and
can exclude or otherwise regulate the access of athers to that benefit.

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

Expenses paid through the tax system are amounts that are available o beneficiares regardless of whether or not they
pay taxes,

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

Mon-exchange transactions are transactions that are not exchange transactions. In & non-exchange transaction, an
municipality either receives value from another municipality without directly giving approximately equal value in exchange,
of gives value to another municipality without directly receiving approximately equal value in exchange.

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

Stipulations on transferred assets are terms in laws or regulation; or a binding arrangement, imposed upon the use of a
transferred asset by entities extermal to the reporting municipality

Tax expenditures are preferential provisions of the fax law that provide cernain taxpayers with concessions that are not
available to othars.

The taxable event is the event that the: government, legislature or other authority has determined will be subject to
taxation,

Taxes are economic benefits or service potential compulsorily paid or payable 1o entities, in accordance with laws and or
regulations, established to provide revenue to govemment. Taxes de nol include fines or other penalties imposed for
breaches of the law

Transfers are Inflows of future economic benefite or service potential from non-exchange transactions, other than taxes
Recognition

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 respact of the same inflow.

As the municipality satisfies a present obligation recognised as a liability in respect of an inflow of resources from a non-
exchange transaction recognised as an assel, it reduces the carrying amount of tha liablity recognised and recognises an
amount of revenue equal to that reduction

Measurement

Revenue from a non-exchange fransaction is measured at the amount of the increase In net assels recognised by the
municipality

When, as a result of a non-exchange transaction, the municipality recognises an asset it also recognises revenue
eqguivalent to the amount of the assel measured at its fair value as at the date of acquisition, unless it is also required to
recognise a liability, Where a liability is required 1o be recognised it will be measured as the best estimate of the amount
required to setile the cbligation at the reporting date, and the amount of the increase in net assets, If any, recognised as
revenue. When a liability is subsequently reduced, because the taxable event occurs or & condition is satisfied, the
amount of tha reduction in the ligbility is recognised as revenus,
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1.19 Events after reporting date

Recognised amounts in the financial statements are adjusted to reflect events ansing after the balance sheet date that
provide evidence ol conditions that existed at the Balance Sheet date, Events after the Balance Sheet date that are
indicative of conditions that arose after the Balance Shest date are dealt with by way of a note to the Financial
Statements.

1.20 Commitments

.21

A commitment arises when a decision i made to Incur a liability e.g. purchase order, delivery schedules or contract for
construction of infrastructure assets. A commitment becomeas a liability when the intention to agree to an outflow of
resources outflow of resources becomes a present obligation.

The commitments are nol recognised as a liability in the statement of financial position but are disclosed in the notes to
the financial staternents.

Commitments are disclosed including value added tax.
Employee benefits
Employee benefits are all forms of consideration given by an entity in exchange for service rendsred by employeas,

A qualifying insurance peolicy is an insurance policy issued by an insurer that is not a related party (as defined in the

Standard of GRAP on Related Party Disclosures) of the reporting entity. if the proceeds of the policy can be used only 19

pay or fund employee benefits under a defined benefit plan and are not available © the reporting entity's own creditors

{even in liquidation) and cannct be paid to the reporting entity, unless aithar:

. the procesds represent surplus assats that are not needed for the policy to meet all the related employee benefit
obligations; or

. the procesds are returnad to the reporting entity to reimburse i for employes benefits already paid,

Termination benefits are employee benefits payable as a result of either:
" an entity’s decision to terminate an employee’s employment before the normal retirement date; or
. an employee’s decision to accept voluntary redundancy in exchange for those benefits,

Other long-term employee benefits are employes benefis (other than post-employment benefits and termination benefits)

that are not due to be settled within twelve months after the end of the period in which the employees render the related
samvice.

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

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

A constructive abligation Is an cbligation that derives from an entity's actions where by an established pattern of past
practice, published policies or a sufficlently specific current statemant, the entity has Iindicated to other parties that it will
accept cartain responsibilities and as a resull, the entity has created 2 valid expectation on the part of thoss other parties
that it will discharge those responsibilities.

Short-term employee benefits

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

Short-tarm employee benefits include items such as:

*  wages, salaries and social security contributions,

+  short-term compensated absences (such as paid annual leave and paid sick leave) where the compensation for the
absences s due to be setiled within twelve months after the end of the reporting period in which the employses
render the related employee service;

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

«  non-maonetary benefits {for example, medical care, and free or subsidised goods or services such as housing, cars
and call phones) for current employees,
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1.21 Employee benefits (continued)

When an employee has rendered service o the entity during a reporting period, the entity recognise the undiscounted

amount of short-term employee benefits expected o be paid In exchange for thal service:

= as a liability {accrued expense), after deducting any amount already paid. If the amount already paid exceeds the
undiscounted amount of the bansfits, the antity recognise that excess as an asset (prepaid expense) to the extent
that the prepayment will lead to, for example, a reduction In future payments or a cash refund, and

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

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

The entity measure the expected cost of accumulating compensated absences as the additional amount that the entity
expects 1o pay as a result of the unused entitement that has accumulated at the reporting date

Tha entity recagnise the expacted cost of bonus, incentive and performance related payments when the entity has a
present legal or constructive obligation to make such payments as a result of past events and a reliable estimate of the
obligation can be made. A present obligation exists when the entity has no realistic alternative but to make the payments.

Post-employment benefits

Post-employment benefits are employee benefits (cther than termination benefits) which are payable after the completion
of employment,

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

Multi-employer plans are defined contribution plans (other than state plans and composite social security programmes) or
defined benefit plans (other than state plans) that pool the assets contributed by various entities that are not under
common control and use those assets lo provide bensfits to employees of more than one entity, on the basis that
contribution and benefit levels are determined witheut regard to the identity of the entity that employs the employees
concernad

Actuarial assumptions
Actuarial assumptions are unbiased and mutually compatible,

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

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

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

«  estimated future salary increases,

. the benefits set out in the terms of the plan (or resulting from any constructive obligation that goas beyond those
terms) at the reporting date; and

= estimated future changes in the level of any state benefits that affect the benefits payable under a defined banefit
plan, if. and only if, gither

= those changes were enacted before the reporting date; or

. past history. or other reliable evidence, Indicates that those state benefits will ehange in some predictable manner,
for example, In ne with future changes in general price levels or genaral salary levels

Assumptions about madical costs take account of estimated future changes in the cost of medical services, resulting from
both inflation and specific changes in medical costs,

Long term service awards and accumulated leave days

Long term sarvice
Employees qualify for additional leave for various period of uninlerrupled servics in accordance with SALGBC condition of
service, The long term service award measured in accordance with GRAP 25 through an actuanal valuation,
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1.21 Employee benefits (continued)

leave d.
Accumulated leave benefit accruss to amployses unto maximum of 48 leave days. The benefits are pad in the events of
death, disability, retrenchment orfand retirement. Employeas who have leave days in excess of the 48 days for periods,
before the conditions of service came to effect, are measured in accordance with GRAP 25 through an actuarial valuation.

1.22 Change in accounting policy, accounting estimates and prior period errors

Change in accounting esfimate

Change in accounting estimate is an adjustment of the carrying amount of an asset or a liability, or the amount of the
periodic consumption of an asset. that results from the assessment of the present status of, and expected fulure benefits
and obligations associated with, assets and liabilities

Changes in accounting estimates result from new information ar new developments and, accoardingly, are not comections
of errors. Any changes to the relevant financial items (associated with assets and liabilities) are made prospectively.

Change in accounting policy

Accounting policles are the specific principles, bases, conventions, rules and practices applied by an municipality in
preparing and presenting financial statements. Any changes to these policies ansing from new or amanded GRAP
standards will be applied either retrospectively or prospectively if transitional provisions exists.

Frior period errors

Prior period errars are omissions from, and misstatemants in, the municipality's financial statements for one or more prior
pericds arising from a failure to use, or misuze of, reliable information that,

(a) was availlable when financial statements for those periods were authorised for issue; and

(b} could reasonably be expected to have been obtained and taken into account in the preparation and presentation of
those financial statements

Such errors include the effects of mathematical mistakes, mistakes in applying accounting policies, oversights or
misinterpretations of facts, and fraud.

A prior period error s corrected by retrospective restatement, except to the extent that it s impracticable to determine the
perigd-specific or cumulative effect of the error,

When it 15 impracticable to determine the pencd-specific effects of an ermor on comparative information for one ar more
prior periods presented, the entity shall restate the opening balances of assets. liabilities and net assets for the earliest
period for which retrospective restatement is practicable (which may be the current pariod)

When it is impracticable fo determine the cumulative effect, at the beginning of the current perod, of an error on all prior
periods, the entity shall restate the comparative information to corect the error prospectively from the earliest date
practicable.

1.23 Related parties

A related party 1s-a person or an entity with the ability to contral or jointly control the other party, or exercise significant
infiuence over the other party, or vice varsa, or an entity that is subject to commaon contrel, or joint control,

Control 15 the power to govern the financial and operating polices of an entity so as o obtain benefits from its activities.

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

Related parly transaction is a transfer of resources, services or obligations between the reporting entity and a refated
party, regardiess of whether a price is charged.

Significant influence is the power o participate in the financial and operating policy decisions of an entity, but is nol
control over those policias.

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.
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1.23 Related parties {continued)

Close membears of the family of a person are considered to be those family members who may be expected to influence,
or be influenced by, that managament in thelr dealings with the municipality .

The municipality is exempt from disclosure requiremants in relation to related party transactions if that transachon occurs
withiin normal supplier andfor clientrecipient relationships on terms and conditions no mare or less favourable than those
which it is reasonable to expect the municipality to have adopted if dealing with that individual entity or person In the same
circumstances and teérms and conditions are within the normal operating parameters established by that reporting entity’s
legal mandate,

Where the municipality is exempt from the disclosures in accordance with the above, the municipality discloses narrative
information about the nature of the transactions and the related outstanding balances, to enable users of the entity's
financial statements to understand the effect of related party transactions on its annual financial statemants,

1.24 Budget information

The annual budget figures have been prepared in accordance with the GRAP standards, and are consistent with the
accounting policies adopted by the Councll for the praparation of these financlal statements. The amaounts are scheduled
a5 a separate additional financial statement, called the statement of comparison of budget and actual amounts.
Explanatory comments are provided in the notes to the annual financial statements,

The annual budget figures included in the financial statements are for the Municipality and these figures are those
approved by the Ceuncil at the beginning and during the year.

The approved budget 1s prepared on an accrual basis and presented by economic classification linked to performance
outcome objectives

The approved budget covers the fiscal penad from 202107401 to 2022/06/30,

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

The Statement of comparative and actual information has been included in the annual financial statements as (he
recommended disclosure when the annual financial statements and the budget are on the same basis of accounting as
determined by Mational Treasury and requirements of GRAP 24, Material varances are variances with a difference of
more than 10%,

1.25 Value added tax
VAT 15 accounted for on an accrual basis and registered for on the cash basis.
1.26 Significant judgements and sources of estimation uncertainty

In preparing the annual financial statements, management 15 required to make estimates and assumptions that affect the
amounts represented in the annual financial staiemeants and related disclosures. Use of available information and the
application of jJudgements is inherent in e formation of estimates. Actual results in the future could differ from these
estimates which may be material to the annual financial statements. Significant judgements include:

Trade receivables / Held to maturity investments andlor loans and receivables

The municipality assesses its trade recejvables, held to maturity investments and loans and receivables for impairment at
the end of each reporting pericd, In determining whether an impairment loss should be recorded in surplus or deficit, the
surplus makes judgements as to whether there is observable data indicating a8 measurable decrease in the estimated
future cash flows from a financial asset,

The impairment for trade receivables, held to maturity investments and loans and receivables is calculated on & portfolio
basis, based on historical loss ratios, adjusted for national and industry-specific economic conditions and other indicators
present at the reporting date that correlate with defaults on the portfolic. These annual loss ratios are applied to loan
palances in the portfolio and scaled to the estimated loss emergence period.
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1.26 Significant judgements and sources of estimation uncertainty (continued)
Avallable-for-sale financial assets

The municipality follows the guidance of 1AS 32 to deterrmine when an available-for-sale financial asset is impaired. This
determination requires significant judgment. In making this judgment, the municipality evaluates, among other factors, the
duration and extent to which the fair value of an investment is less than its cost; and the financial health of and near-term
business outiook for the investee, including factors such as industry and sector performance, changes in technology and
operational and financing cash flow.

If all of the declines in fair value below cost were considered significant or prolonged, the municipality would suffer an
additional deficit of - in its 2022 annual firancial staterments, being & reclassification adjustment of the fair value
adjustments previously recognised in other comprehensive income and accumulated in equity on the impaired available-
for-sale financial assets to surplus or deficit.

Allowance for slow moving, damaged and obsolete stock

An allowance for stock to write stock down to the lower of cost or net realizsable value. Management have made estimalas
of the selling price and direct cost to sell on certain inventory items. The write down is included in the operation surplus
note

Fair value estimation

The fair value of financial Instruments traded in active markets (such as trading and available-for-sale securities) is based
an guated market prices at the end of the reporting peried  The quoted market price used for financial assets held by the
municipality is-the current bid price

The fair value of financial instruments that are not traded in an active market {for example, over-the counter derivatives) is
determined by using valuation technigues. The municipality uses a variety of methods and makes assumptions that are
basad on market conditions existing at the end of each reparting period. Quoted market prices or dealer quotes for similar
instruments are used for long-term debt Other technigues, such as estimated discounted cash flows, are used to
determine fair value for the remaining financial instruments, The fair value of interest rate swaps is calculated as the
present value of the estimated future cash flows. The fair value of forward foreign exchange contracts is determined using
quoted forward exchange rates at the end of the reporting penod

The carrying value less impairment provision of trade receivables and payables are assumed to approximats thair fair
valugs, The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual cash
flows at the current market interest rate that is available ta the municipality for similar financial instruments.

The carrying amount of available-for-sale financial assets would be an-astimatad - lower or - higher were the discountsd
rate used in the discount cash flow analysis to differ by 10% from management's estimates,

Impairment testing

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

The mumcipality reviews and tests the camying value of assets when events or changes in circumstances suggest that the
carrying amount may not be recoverable. In addition, goodwilll is tested on an annual basis for impairment Assets are
grouped at the lowest level for which identifiable cash flows are largely independent of cash flows of other assets and
lisbilities. If there are indications that impairment may have occurred, estimates are prepared of expected future cash
flows for each group of assets. Expected future cash flows used to determing the value in use of goodwill and tangible
assefs are inherently uncertain and could materially change over time. They are significantly affected by a number of
factors including [list entity specific vanables, i.e. production estimates, supply demand], together with economic factors
such as [list economic factors such as exchange rates inflation interest],

Frovisions

Provisions wera raised and management determined an estimate based on the information available. Addiional
disclosure of these estimates of provisions are Included in note - Provisions.
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1.26 Significant judgements and sources of estimation uncertainty (continued)
Useful lives of waste and water network and other assets

The municipality's management determines the esbmated useful lives and related depreciation charges for the waste
water and water networks This estimate is based on industry norm. Management will increase the depreciation charge
where useful lives are less than previously estimated useful lives

Post retirement benefits

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

The municipality determinas the appropriate discount rate at the end of each year. This is the interest rate that should be
used to determine the present value of estimated future cash outflows expected to be required to seftle the pension
obligations. In determining the appropriate discount rate, the municipality considers the interest rates of high-guality
corporate bonds that are denominated In the currancy in which the benefits will be paid, and that have terms to maturity
approximating the terms of the related pension lizbility

Other key assumptions for pension obligations are based on current market conditions. Additional information is disclosad
in Mote 16.

Effective interest rate

Tha municipality used the prime interest rate to discount future cash flows.

Allowance for doubtful debts

On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is impaired.
The impalment s measured as the difference between the debtors carrying amount and the present value of estimated

future cash flows discounted at the effective interest rate, computed at initial recognition.

1.27 Heritage assets

Assets are resources controlled by an municipality as a result of past events and from which future economic banefits or
senvice potential are expectad to flow to the municipality,

Carrying amount is the amount at which an asset’is recognizsed after deducting accumulated impairment losses.

Class of heritage assets means a grouping of hertage assets of a similar nature or function in an municipality's
operations that is shown as a single item for the purpose of disclosures in the annual financial statemants.

Cost is the amount of cash or cash equivalents paid or the fair value of the other consideration given to acguire an assat
at the time of its acquisition or construction or, where applicable, the amount attributed to that asset when initially
recognised in accordance with the specific requirements of other Standards of GRAR.

Fair valug s the amount for which an asset could be exchanged. or a liability settied, between knowledgeable, willing
parties in an arm'’s length transaction.

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

An Impainment loss of a non-cash-generating asset is the amount by which the carrying amount of an asset exceeds |ts
recoverable service amount,

Recognition

The mumicipality recognises a heritage asset as an assel if it is probable that future economic benefits or service potantial
associated with the asset will flow to the municipality, and the cost or fair value of the asset can be measured reliably.
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1.27 Heritage assets (continued)
Initial measurement
Heritage assets are measured at cost.

Where a heritage asset is acquired through a non-exchange transaction, its cost is measured at its fair value as at the
date of acquisition.

Subsequent measurement
After recognition as an assel, a class of heritage assets is carried at its cost less any accumulated impairment losses.

After recognition as an asset, a class of heritage assets. whose fair value can be measured reliably, is camied at a
revaluad amount, being its fair value at the date of the revaluation less any subsequent impairment losses.

If & henlage asset's carrying amount is increased as a result of a revaluation, the increase is credited directly to a
revaluation surplus. However, the increase is recognised in surplus or deficit to the extent that it reverses & revaluation
decrease of the same heritage asset previously recognised in surplus or deficit.
If a heritage asset's carrying amount is decreased as a result of a revaluation, the decrease is recognised in surplus or
deficit However, the decrease is debited directly to & revaluation surplus to the extent of any credit balance existing in the
revaluation surplus in respect of that heritage assat,
Impairment
The municipality assesses at each reporting date whether there Is an indication that it may be impaired. If any such
indication exists, the munidpality estimates the recoverable amount or the recoverable service amount of the heritage
asset,

1.28 Accounting by principals and agents
Identification

An agent is an enlity that has been directed by ancther entity (a principal), through a binding arrangement, to undertake
transactions with third parties on behalf of the principal and for the benefit of the principal.

A principal is an entity that directs another entity (an agent), through a binding arrangement, to undertake transactions
with third parties on ts behalf and for its own benefit.

A principal-agent arrangement results from a binding arrangement in which one entity (an agent), underakes transactions
with third parties on behalf, and for the benefit of anather entity (the principal),

Identifying whether an entity is a principal or an agent

When the municipality is party to a principal-agent arrangement, it assesses whether it is the principal or the agenit in
accounting for revenue, expenses, assets andior llabliities that result from transactions with third parties undertaken in
terms of the arrangsment

The assessment of whether an municipality is a principal or an agent requires the municipality to assess whether the
transactions it undertakes with third parties are for the benefit of another entity or for its own bensfit

Binding arrangement

The municipality assesses whether it is an agent or a principal by assessing the rights and obligations of the various
parties established in the binding arrangameant

Where the ferms of a binding arrangement are modified, the parties to the arrangement re-assess whether they act as
a principal or an agant.
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1.28 Accounting by principals and agents (continued)
Assessing which entity benefits from the transactions with third parties

When the municipality in a principal-agent arrangement concludes that it undertakes transactions with third parties for
the benefit of anather antity, then it is the agent, If the municipality concludes that it is not the agent, then it is the
principal in the transactions.

The municipality 1s an agent when, in relation to transactions with third parties, all three of the following eriteria are

present.

= |t deoes not have the power to determine the significant terms and conditions of the transaction.

« |t does not have the abiiity to use all, or substantially all, of the resources that result from the transacton for its
own benefit

= |tis not exposed to variability in the results of the transaction

Where the municipality has been granted specific powers in terms of legislation to direct the terms and conditions of
particular fransactions, It is not required to consider the criteria of whether it dogs not have the power to determine the
significant terms and conditions of the transaction, to conclude that is an agent. The municipality applies judgements
in determining whethar such powers exist and whether they are relevant in assessing whether the municipality is an
agent.

Recognition

The municipality, as a principal, recognises revenue and expenses that arise from transactions with third parties in a
principal-agent arrangement in accordance with the reguirements of the relevant Standards of GRAP,

The municipality, as an agent recognises only that portion of the revenue and expenses it receives or incurs in
executing the transactions on behalf of the principal in accordance with the requirements of the relevant Standards of
GRAP.

The municipality recognises assets and liabilities arising from principal-agent arrangements in accordance with the
requirements of the relevant Standards of GRAP,

1.29 Commission expense
Commission expense s accounted for on an accrual basis.
1.30 Distribution loss

Distribution losses are losses that result from differences between purchases and consumphion's both billed and
estimated
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Figures in Rand 2022 2021

2. Cash and cash equivalents

Cash and cash equivalents consist of;

First National Bank {Primary Bank Account) 1306533 2362 362
Invastment Accounts 425 028 466 351 526 510
Cash on hand 30 814 15 098

427 265 913 353 903 970

The municipality had the following bank accounts
Account number / description Barik statement balances Cash book balances

30 June 2022 30 June 2021 30 June 2022 30 June 2021
FMNE BANK - Current Account - 620-055-56339 3 341 442 2 380 962 1306 533 2362 363

Summary of investments held

First Mational Bank - Call Account 287 422 303 223
MNadbank Deposit Account 257 Y97 785 236 676 763
ABSA 40 705 302 23 217 941
Standard Bank 127 127 947 91 328 581

425 928 466 351 526 508

Included in FNB account is a guarantee to Eskom amounting to R294 600 plus interest of R2 196,

Guarantee 286 796 284 600

Mo cash and cash equivalents are held as collateral

3. Receivables from non-exchange transactions

Receivables from non-exchange revenus 2B 607 838 33.705 289
Provision - Receivables from non-exchange revenue {1288 458) (2291 325)
27 319 380 31 417 964

Reconciliation of provision for impairment of receivables from non-exchange transactions

Opening balance 2291325 2303 325
Amounts written off as uncollectible (598 867) -
Reversal of impairment 4 000) (12 000)

1 288 458 2291325

Included in receivables from non-exchange transactions

Local Municigalities-Unspent Grants - 998 867
Blouberg Municipality - Refunds for waler payments 2 539 827 1693 118
Molemola Municipality - Refunds for water payments BOB 794 360 244
Lepalle Mkumpl Municipality - Refunds for water payments 20 618 936 26127 138
Cther debtors 4 542 282 4 520 924

28 607 839 33 709 291
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Figures in Rand 2022 2021
4. Inventories
Consumable stores 801 800 774 4865
Maintenance materials 27386 184 2 143877
Water for distnbution 248 073 225032
3 437 037 3147 374
Inventories recognisad as an expense during the year B4 3890 887 80 338 385

No inventories were pledged as collateral and no inventories were written off during the year and no inventones wers

written off during the year

5.  Prepayments

Prepaid expenses

2022

4 159 9249

2714 100

Advance payments made to SAGA for 2022/2023 membership fees, East and West Investment for rental payments

and Alinlolege
2021

Advance payments made to SAGA for 2021/2022 membership fees, East and West Investment for rental payments

and Alihlolega

Prepaid expenses include the following
Opening balance

Amouni expansed

Alihlolege

East and west Investment

SALGA

6. VAT receivable

VAT

2714089 3 204 938
(2714 098) (3 204 938)
64 584 G4 583
448 011 426914
3647 334 2222602
4159 923 2714 099
24 439 143 29418 922

VAT Is accounted for on an accrual basis and registered for on a cash basis. VAT refunds are due from March 2022 o

June 2022,
7. Receivables from exchange transactions

Gross balances
\Watar

Less: Allowance for impairment
Water

Met halance
Water

Water
Current (0 -30 days)
31 -60 days

447 507 BEE 380 844 832
{391 8654 816) (327 926 915)
55 938 850 201717
7280998 7775003
4663 053 BETOBES
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Figures in Rand 2022 2021
7. Receivables from exchange transactions (continued)
61 - 90 days 2748 432 G 1684 983
91 - 120 days 1967 891 5237030
121 > 365 days 39277 478 25050 036
55 938 850 52 917 917
Summary of debtors by customer classification
Consumers
Currant (0 -30 days) 7 006 B65 T 447 346
31 - 60 days £ 968 B34 G B45 242
61 - 90 days 7038 467 6873298
91 - 120 days 7292532 6382 803
121 > 365 days 390 617 438 319112 688
418 824 136 348 B41 375
Lass; Allowancs for impairment (378921 B623) (315 986 506)
40 002 513 30 654 869
Industriall commercial
Current (0 -30 days) 1070151 483 477
31 - 80 days 505 936 2784525
61 - 80 days 368 503 445 569
81 - 120 days 386 085 318197
121 = 385 days 18 681997 15 696 302
21015722 19 728 070
Less: Allowance for impairment (14 588 278) (11 940 420)
6 447 446 7 787 650
National and provincial government
Current {0 -30 days) H36 855 451 986
31 -60 days 241 543 480 560
61 - 50 days 148 440 423173
91-120 days 187 160 3B0 473
121 > 365 days 6428810 13074 BBO
7 653 808 14 791 072
Total
Current (0 -30 days) 8713872 8 382 810
31 -60 days T 716 362 10050 328
61 - 90 days T 556 410 7742038
a1 - 120 days TRITTTT 7061473
121 = 365 days 415 728 245 347 568 184
447 593 666 380 844 833
Less Allowance for impairment (381 654 B16) {327 926 520)
55 938 850 52917913
Less: Allowance for impairment
Current (0 -30 days) (1432 872) (B80T 807)
31 -60 days (3 063 309) (1419 463)
61 - 90 days (4 B0B 978) {1 557 055)
81 - 120 days (5 808 8386) {1 824 444)
121 > 365 days (376451 771) (322 518 146)
{391 654 B186) (327 926 915)
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7. Receivables from exchange transactions (continued)
Reconciliation of allowance for impairment
Balance at beginning of the year (327 926 917) {263:290 809)
Caontributions fo allowanca (57 011 290) (56 205 483)
Debt impairment written off against allowance 1835085 -
Raversal of allowance (B 551 694) (8430 823)
(391 654 816) (327 926 915)
Reconciliation of allowance for impairment of consumer debtors
Opening balance 327 926 915 264 624 480
Allewance for impairment 63 727 81 B4 836 308
Amounts written off as uncollectible = (1 333871)
391 654 B16 327 926 915
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Capricorn District Municipality
Annual Financial Statements for the year ended 30 June 2022

Notes to the Annual Financial Statements

Figures in Rand an22 2021
8. Property, plant and equipment {continued)
Pledged as security
No property, plant and equipments are pledged as collaterals
Assets subject to finance lease (Net carrying amount)
Other leased Assets # 1 2186273 3576031
Property, plant and equipment taking longer to complete than expected
Cumulative expenditure recognised in the carrying value of property,
plant and equipment
Infrastructure - Projects are on planning stage 85 248 539 83 316 136
Community - Projects are on planning stage 2026 521 2026 521
97 275 060 95 344 657

The district relles mainly on groundwater for potable water supply. The district has been championing forward planning
far infrastructure projects and to achieve this, projects planning activities/ milestores takes time before a project can
be considered feasible for implementation due to the magnitude of the regional water schemes, and o ensure
sustainability and efficiency of water resource to meet current and future water demand of the area. Groundwater
development and expioration of wellfields/aquifers place a critical role during planning of water supply projects,
Grootpan, Sias and Londen Regional Water Scheme is now at evaluation stage for appointment of contractars,

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

Projects at planning stage, the source development were complated, 8 508 893 -

technical report were developed and designs are to commenca.

1 Project technical report developed and designs fo commence 1928 516 14923 516

1 Project source development completed and development of technical a7a 311 -

report {0 commence.

Bloubarg Satellite: designs completed 2 028 520 2026 520
13 341 240 3 956 036

Carrying value of property, plant and equipment where construction

or development has been halted either during the current or previous

reporting period(s)

Construction stage:

2 Projects are awaiting electrification by Eskom. 11 884 221 -

1 project was vandalized and impaired 22 310 399 -

1 project where the planning was completed, the EIA is'in progress and 17 186722 17.186 722

the project is at tender advertisemeant stage

3 projects source development were completed, the technical reports 6 B75159 807 198

were developed and designs are to commence.

1 project scoping reportis complete, 1488125 1488125

1 projects source develppment, the topographical surveys and technical 17 568 092 14 434 BOE

reports were developad. The project will go into design stage.
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Figures in Rand 2022 2021
8. Property, plant and equipment (continued)
1 Projects source development completed and the development of B72 627 BTz 627
technical report is to commence.
1 project's technical repont was developed and designs are 9 commeance 5748 472 -
83933 817 34 B79 566
Reconciliation of Work-in-Progress June 2022
Included within Included within Total
Infrastructure Community
Opening balance 848 001 546 46 219 415 o2 220 961
Additions/capital expenditure 341 296 846 4 725 887 346 024 733
Impairment of assets (1232138) - (1232 136)
Transferrad to completed items (207 855 537) - (207 855 537)
1078 212719 50 945 302 1128 158 021
Reconciliation of Work-in-Progress June 2021
Included within Included within Total
|nfrastructure Community
Opening balance TH2 014 041 44 B60 068 786 874 108
Reclassification 4 280 579) - (4 280 579)
Additions/capital expenditure 341 585 425 1359 347 342 844 772
Transferred to completed items (140813 306) {2 494 035) (143 307 341}
948 495 581 43 725 380 892 220 961
Expenditure incurred to repair and maintain property, plant and equipment
Expenditure incurred to repair and maintain property, plant and
equipment included in Statement of Financial Performance
Contracted sarvices 24818422 10 110 295

9. Non-living resources

Entity as custodian

The municipality is responsible for the provision of water in terms of section 84(1)(b) of Municipatl Structures Act 117 of

1998,

The municipality provide water servicas through water bought from Lepelle Northem Water as well as water from own

drilled boreholes

Mature and types of non-living resources for which the entity is responsible

Water not yet extracted from the boreholes.

Liabilities andfor contingent liabilities that arise from the non-living resources

Mo liabilities ansed from nan-living resources,

43



by

glgser v (FE6 CPE) 965 05E L b6 GE £
SoUE[EY
[L=1e0 UDgESLIOWY SUCHIPEY Buiuedp
L8 805 E (2% 196) 918 56k ¥
BOUElRY
ey LonEsHOW Y Buiusdo
g1% 96k ¢ (ZLS P08 E) gZL 10E 8 FIBBOSE (ST 264 F) BZL LOER
juawedun JusuLEdLL
pajRinWNIoE pElEINWNIoE
pueg pue
LD ESILOWE UoREN[EA, ECRESOWE LOREN|EA,
anjen Buliuen palEInWNIDY {1800 anjen BulllieD  paieInwnady /1807
LE20E ZZ0g

‘sRIGiE)|00 58 pebpad aue s1esse aqiBUBILL Op

Runoas se pabpajd

slEmuos Bindwos

lZ0Z aunp - s1a5se ajqiBuEIUl JO UOLE)||JUDDEY

aemyos mandwon

Zz0z eunp - sjesse 3|qiBueiul Jo uoKEIIDUOIAY

alemyos sEndlon

sjesse ajqibueiul g}

pley ul suniBi4

SjUDWaR)S |BIoUBUIL [ENUUY 3y} 0} SAJON

ZEOE aunp 0o pepue Jeal su) Jol SJUSLLREIS [EIUELL] |BNUUY
Apjedisiunyy jo13s1g udoosnudes



St

sanijiqe) 1oy senunoas se pabips)d suam sjesse abejuay oy
faunoos se pabpejd

‘UigyD [eiofely Su0) b0y pred 2oud js00
sU} 12 pasie)den sem sigsse abejuay sy Aujediiunw auyy g JySnog wieyD [Biofzp) syl 0] Blejal sjasse abejuay eyl

uonecaldde jenag top pepiacid st sjesse abeylay o uopuod 10;pue abe o] Buneis uopeuLou Dlmogoy Uy )

sjesse abeluely Jo uolipuos Jojpue aby

uioo ‘s{epaiu ‘ejubisu) AEp|iw suopae|es dueig

SiL 0L oLl oL =
FoUBjEY
== SUolIpRY Buiuadgy
Zzoz siesse ebejuay jo uopeliucay
= = H] gLl ol Z gL 0L ui0a 'slepew euBisu) Aepiw ‘suogoajos dweys
28550 22550
jusuLedu UCHENER, JuatEdu LSHEREA,
anjea Bulfiien paignwnoIoy’ 11809 anjes GUALED pPEIE|NWNIYY 11509
LZ02 TLOE

sjasse abeyday CLL

puey ul sainbid

SJUaLWA}e}S |eIdURUIY [ENUUY Y] 0] SBJON

ZZ07 suUN Of pepuUe Jead aup Joj SIUSWSIB]S [BIDUBLL] [BNUUY
Apjedidiunyy 3au3siq wiosuden



Capricorn District Municipality
Annual Financial Statements for the year ended 30 June 2022

Notes to the Annual Financial Statements

Figures in Rand 2022 2021
12. Payables from exchange transactions
Trade payables 45 666 807 16 468 524
Retentions 124 629 635 111 959 952
Other credifors 13 552 362 10 728 040
183 548 804 139 157 516
13. Unspent conditional grants and receipts
Unspent conditional grants and recelpts comprises of:
Disaster Relief Grant o AE5 234
Rural Road Assat Managament Grant (RRAMS) 272 877 3280511
272 877 3875745
Movement during the year
Batance at the beginning of the year 3875745 28 856 BE8
Additions during the year 371 9B7 000 328 085 000
Income recognition during the year (373 525 B68) (352 650 B19)
Funds retumed to Treasury (2 084 000) (425 304)
272877 3875745
Mon-current lizbilities = *
Current liabilities 272877 3875745
272 877 3875745
Municipal infrastructure grant (MIG)
Current year receipis 244 G486 000 240 410 000
Conditions met transferred to revenus (244 646 000) (240 410 000)
Finance management grant (FMG)
Current year receipts 1 000 000 1 000 000
Conditians met transferred 1o revenue (1 000 000) {1 000 000}
Expanded Public Works Programme Integrated Grant for
Municipalities (EPWP)
Balance unspent at the beginning of the year . 481 304
Current year receipts 3 B&6 000 3.789 000
Conditions met transferred to revenue (3 BEE 000) (3 845 000
Funds returmed to Treasury - (425 304)
Rural Roads Asset Management Grant (RRAMS)
Balance unspent at the beginning of the year 3280511 18%1 169
Current year receipts 2 475000 2 443 000
Conditions met transferred to revenue (3418 634) {1 053 658)
Funds returned to Treasury (2 064 000) <
272 877 3 280 511




Capricorn District Municipality

Annual Financial Statements for the year ended 30 June 2022

Notes to the Annual Financial Statements

Figures in Rand 2022 2021
13. Unspent conditional grants and receipts (continued)
Water Services Infrastructure grant (WSIG)
Balance unspent at the beginning of the year . 26 119 275
Current year receipts 120 000 000 B0 Q00 000
Conditions met transferred to revenue (120 000 000) (106 119.275)
Disaster relief grant
Balanca unspent at the beginning of the year 595 234 365 120
Current year receipts - 453 000
Conditions met transferred to revenus - (222 BBB)
Funds retumed to Treasury (585 234) -
. 595 234
14. Operating lease accrual
Currant iabilities 206 877 102173
Future lease paymenis under non-cancelable operating lease:
Rental of office buildings
Payable within one year 4055 242 1383 851
Payable within two to five years 4 503 552 418 504
8 558 794 1 812 355
Minimum lease payments recognised in statement of financial performance.
Lease rentals on operating lease 6245 0349 6470143
15. Finance lease obligation
Minimum lease payments due
- within one year 1533706 1533706
- in second {o fifth year inclusive 894 561 2428 366
2 428 367 3862 072
less. future finance charges (136051} {347 195)
Present value of minimum lease payments 2292 318 3614 877
Present value of minimum lease payments due
- within one year 1418170 1322 561
- in sacond to fifth year inclusive B74 1486 2202316
2282 316 3614 877
Non-current liabilities 874 148 2282316
Current liabilities 1418170 1.322 581
2 292 316 3614 B77

The municipality leased computer equipments (printers) under finance leases.

The average lease term was 2 years and the average effective borrowing rate was 7% (2021: 7%)

Interest rates are fixed at the contract date. All leases have fixed repayments and Include additional charges for

cantingent rent based on a percentage of sales.




Capricorn District Municipality
Annual Financial Statemants for the year endad 30 Juna 2022

Notes to the Annual Financial Statements
Figures in Rand 2022 2021

15. Finance lease obligation (continued)

Contingent rents 545 019 214 009
16. Employee benefit obligations

Defined benefit plan

Post retirement medical aid plan

The accumulated defined banafit obligation in respect of the post-retirement madical contributions are provided, based

on calculations of independent actuanes, using methods and assumptions consistent with GRAP 25 (Employes
Benefits) as follows:

Movement in the employee health-care liability

Liability as at 1 July 5 883 000 5 744 000
Benefits paid {595 307) (507 000}
Interest 501 000 672 000
Actuanal losses! {gain) 3 148 307 (26 Q00)
B 937 000 5 B33 000
Current portion of liability 1011 0c0 501 000
Non-current portion of liability 7 926 000 5382 000
8 937 000 5 883 000

Amounts recognised in the annual financial statements

Interest cost 501000 E72 000
Actuarial losses/(gains) 3 148 307 (26 000)
3 649 307 646 000

Sensitivity snalysis
As mentioned in the introduction of this report, the wvaluation is only an estimate of the cost of providing post-
employment madical aid benefits. The actual cost to the Municipality will be dependent on actual future levels of
assumed vanables,

In arder to llustrate the sensitivity of our results to changes in cerdain key variables, we have recalculated the labilities
using the following assumptions,

-20% increasel/decrease in the assumed level of mortality,
-1% increase/decraase in the Medical awd inflation

Mortality rate

Deviations from the assumed level of mortslity experience of the current employees and the continuation members
ipensionars) will have a large impact on the actual cost to the Municipality. If the actual rates of mortality tums out
higher than the rates assumed In the valuation basis, the cost to the Municipality in the form of subsidies will reduce
and vice versa.

We have illustrated the effect of higher and lower mortality rates by increasing and decreasing the martality rates by
20%, The effect is as follows:

-20% Mortality Valuation «20% Mortality

. rate Assumption rate
Total Accrued Liability 9691 000 8937 000 8 336 000
Interest Cost 1100000 1011 Q00 540 000
10 791 000 9 948 000 8 276 000
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Figures in Rand

2022 2021

16. Employee benefit obligations [continued)

A il i i

The cost of the subsidy after retirement 15 dependent on the increase in the contribustions to the madical aid scheme
before and after retirement. The rate at which these contributions increase will thus have a direct effect on the liability

of future retirees.

W have tested the effect of at 1% p.a, change in the medical aid Inflation assumption. The effect is as follows:

-1% Medical Valuation +1% Medical

aid inflation Assumption aid inflation
Total Acerued Liability 8 266 000 B 937 000 g 700 000
Interest Cost 2319 000 1011 Q00 1101 000
9187 000 9 948 000 10 801 Q00

Actuanal L oss{GEain)

Tha combined Accruad Liability in respect of Post-employment meadical ald liability 1s built-up as follows;

Current 1 Year 2 Years 3 Years
Valuation data Fallowing the Follawing the Fallowing the
30 June 2022 Valuation Date Valuation Date Valuation Date
PV of the obligation as at the previous 5883000 8937000 9152 000 8 386 000
valuation date
Interest Cost 501 000 1011 Q00 1 034 000 1 058 DOO
Benefits Paid (585 30T (796 000) {820 000) (833 000)
Actuarial Loss / (Gain) 3 148 307 . - -
8 937 000 9 152 000 9 366 000 9 591 000

Membership Data
According fo the information provided, the number of members entitled to receive post-employment medical aid

subsidies from the Municipality were:

Category

Continuation Members (Pensioners)

Accrued Conl iahili

30-06-2022
Yaluation

J0-06-2021
\aluation

12 7

The figures below reflect the total value of the accrued contractual lability of the Municipality in respect of post-

empioyment medical aid benefits offered to employees

Category

Continuation Members (Pensioners)

30-06-2022 30-06-2021
Valuation Waluation
8937 000 5883 000
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Figures in Rand 2022 2021

16. Employee benefit obligations {continued)

Category 30-06-2022 30-08-2021
Valuation Valuation
To be used in To ba used in
the 30 June the 30 June
2022 Actuarial 2021 Actuarial
Less({Gain) Loss/(Gain)
calculation calculation
Interest Cost 1011000 501000

Valuahon Method
The Projected Unit Credit funding method has been used to determine the past-service liabilities at the valuation date
and the projected annual expense in the year fallowing the valuation date.

Post-employment Medical Aid Liabilities

The expected value of each employves and their spouse’s future medical aid subsidies s projected by allowing for
future madical inflation, The calculated wvalues are then discounted at the assumed discount interest rate to the
present date of valuation (calculation). Wa also allowed for mortality, retirements and withdrawals fram service as set
out below. The accrued liability is determined on the basis that each employese's medical aid benefit accrues uniformly
over the working life of an employee up until retirement. Further it is assumed that the current policy for awarding
medical aid subsidies remains unchanged in the fulure. We assumed that 100% of all active members on medical aid
will remain on medical aid once they retire. We also assumed that all active members will remain on the same medical
aid option at retirement.

Valuation of Assels
As at the valuation date, the medical aid liability of the Municipality was unfunded, i & no dedicated assets have been
set aside to meet this liability. We therefore did not consider any assets as part of our valuation

Valuation Assumplions

In estimating the liability for post-employment medical aid benefits a number of assumptions are required. GRAP 25
places the rezponsibility on management to set these assumptions, as guided by the principles set out in GRAP 25
and in discussion with the actuary,

APN 301 states that the assumptions should be realistic and mutually compatible. The difference between tha
assumptions drives the valuation and it is very important to monitor how this difference changes from one valuation to
the next. The most relevant actuanal assumptions used in this valuation are discussed below,

Financial Vanables

The two maost important financial varables used in our valuation ara the discount- and medical aid inflation rates. We
have assumed the following values for these vanables:

Financial Variable Azsumed Assurmned
Valug 30-06- Valug 30-06-
2022{Current 2021({Precedin

Valuation) g Valuation)
Discount Rata Yield Curve Yield Curve
CPI {Consumer Price Inflation) Difference Difference
betwaean between
nominal and nominal and
yield curves yield curves

Medical Aid Contribution Infiation CPI+1% CPI+1%

Met Effective Discount Rate Yield curve Yield curve

hased*~ basad**
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16. Employee benefit obligations (continued)

Discount Rate
GRAP 25 defines the determination of the Discount rate assumption to be used as follows:

"The discount rate that reflects the time value of money is best approximated by reference to market yields at the
reporting date on government bonds. Where there is no deep market in government bonds with a sufficiently long
maturity to match the estimated maturity of all the benefit payments, an entity uses current market rales of the
appropriate term to discount shorter term payments, and estimates the discount rate for longer maturities by
extrapolating current market rates along the yield curve.”

*Statement of Financial Position (herein referred to as the "balance sheet"),

We used the nominal and real zero curves as at 30 June 2022 as supplied by the J5SE to determine our discount rates
and CPl assumptiens at each relevant time penod

The Medical Aid Contribution Inflation rate was set with referance to the past relationship between the (yield cunve
based) Discount Rate for each relevant time period and the {yisld curve based) Medical Aid Contribution Inflation for
each relevant time period.

South Africa has expsnenced high heaith care cost inflation In recent years, The annualised compound rates of
increase for the last ten years show that registered medical aid schemeas contribution inflation cutstripped genaral CPI
by almost 3% year on year. We do not consider these increases to be sustainable and have assumed that medical aid
contribution increases would outstnp general inflation by 1% per annum over the foresesable future

Average Retirement Age
The average retirement age for all active employees was assumaed to be 58 years. This assumption Implicitly allows
for ill-health and early retiremants.

Normal Retire A
The nommal retirement age (NRA) for all active employees was assumed to be 85 years

Mortality Hates

Mortality before retirement has been based on the SA 85-80 morality tables. These are the most commaonly used
tables in the industry. Mertality post-employment (for pensioners) has been based an the PA (90} uitimate mortality
tables. Mo explicit assumption was made about additional mortality or health care costs due to AIDS,

Spouses and Dependents
We assumed that the marital status of members who are currently married will remain the same up to retirement. It
was also assumed that 90% of all single employees would be married at retirement with no dependent children.
Where necessary it was assumed that female spouses would be five years younger than their male spouses at
retiremant and vice varsa

Long service award

The municipality provides long-senvice awards to its permanent employees. The benefit of long-service awards is
provided in the form of annual leave and 2 gift to a certain monatary value.

In accordance with prevailing legislation, the defined benefits funds are actuanally valued at intervals of not more than
two years. The Projected Unit Credit valuation method is used. The latest valuation was performed as at 30 June 2022
by ZAQ Consultants and Actuaries.

The municipality has no legal obligations to settle this liability with any immediate contributions or additional once-off
contributicns

The accumulated defined benefit abligation in respect of the long-service awards are provided, based on calculations
of independent actuaries, using methods and assumptions consistent with GRAP 25 (Employee Benefits) as follows:

51



Capricorn District Municipality
Annual Financial Statements for the year ended 30 June 2022

Notes to the Annual Financial Statements

Figures in Rand 2022 2021
16, Employee benefit obligations (continued)
Movement in the long-service award liability
Liability as at 1 July 18 422 000 12 756 00O
Banafits paid {1 386 832) (2 509 000)
Current service cost 1452 000 1142 000
Interest 1510 000 1 506 000
Actuarial losses/ (gains} B89 932 5 527 000
20 857 000 18 422 000
Current portion of liability 3692 000 2 962 000
MNon-current portion of liability 16 965 000 15 460 000
20 657 000 18 422 000
Expense recognised in Statement of Financial Performance
Current service cost 1452 000 1142 000
Interest cost 1 510 000 1 506 000
2 962 000 2 648 000
Changes in the value of obligation Current 1 Year 2 Years 3 Years
Valuation date tollowing the Tollowing the fellowing the
30 June 2022 Valuation Date  Valuation Date  Valuation Date
Liability recognised in the balance 18422 000 20 857 000 21 758 000 24 647 018
sheet
Current service cost 1452 000 1439000 1 5585 8562 1688 300
Interest cosl 1510 000 2253 000 2 590 167 2 B64 317
Benefits paid i1 308 932) (2581 000) {1 257 000y (2 530 000)
Actuanal Loss! (Gain) 669 832 - - -
20 657 000 21 758 000 24 BAT 019 26 669 635

Mermbership data

According to the information provided, the number of members entiled to receive long service leave awards from the

municipality wera;

Gender

Mals
Femaie

Long Service Awards Liabilities

Category

Accrued liability

MNumber of
activa
employaes

296
208

502

ey

Salary
waighted
average age
(Years)

48.01
44 66

A0-06-2022
Waluation

208657 000

Weightad
average past
service (Yeaars)

16.88
15.33

30-06-2021
WVaiuation

18 422 000
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16. Employee benefit obligations (continued)
Category 30-08-2022 30-D6-2021
Valuation Valuation
To beuwsed in To be used In
the 30 June the 30 June
2022 Actuanal 2021 Actuanal
Loss/(Gain) Loss/(Gain)
calculation calculation
Interest cost 2 253 000 1510000
Current service cost 1439 000 1.452 000
3 692 000 2 962 000

Valuation Method

The Projectad Unit Credit funding method has been used to determine the past-service liabilities at the valuation date
and the projected annual expense in the year following the valuation date.

Long Serviee Awards Liabilifies _

Long service benefits are awarded in the form of a number of leave days awarded once an employee has completed a
certain number of years in service, We have converted the awarded lzave days to a percentage of annual salary by
assuming there are 250 working days per year. The expected value of each employee's long service award is
projected to the next interval by allowing for future salary growth. The table below contains a summary of the benefit
policy:

Completed Years of Service Total Long Formula used
Service Benefit to calculate
Award (% of Tatal Long
Annual Salary) Service Benefit
Award
10 49, (102607
Annual Salary
15 B%  {20/250)
Annual Salary
20, 25, 30, 35, 40 and 45 12% (302500

Annual Salary

The calculated award values ara then discounted at the assumed discount interest rate to the date of calculation, We
alzo allowed for mortality, retiremeants and withdrawals from service as set outin the next section of this report.

The accrued liability Is determined on the basis that each employee's long senice benefit accrues uniformiy over the
working life of an employse up o the end of the interval at which the benefit becomes payable: Further it Is assumed
that the current policy for awarding long service awards ramains unchanged in the future,

Valuation of Assels
As at the valuation date, the long service leave award liability of the Municipality was unfunded, 12 no dedicated
assets have been set aside to meet this hability, We therefore did not value any assets as part of our valuation.

In estimating the kability for long service leave benefits a number of assumptions are required. GRAP 25 places the
responsibility on management to set these assumptions, as gulded by the principles set out in GRAP 25 and in
discussion with the actuary
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16. Employee benefit obligations (continued)

The assumpticns should be realistic and mutually compatible. The difference between the assumptions drives the
valuation and it is very important to maonitor how this difference changes from one valuation to the next. The most
relevant actuarial assumptions used in this valuation are discussed below.

Financial Varlables
The two most important financial variables used in our valuation are the discount rate and salary inflation. We have
assumed the following values for these variables:

Financial Variable Assumed Assumed
Value 30-06- Value at 30-06-
2022 (Current 2021
Waluation) (Precading
Waluation)
Discount Rate Yigld Curve Yield Curve
CPI (Consumer Price Inflation) Difference Difference
between between
nominal and nominal and

real yiekd curve

real yield curve

Normzt Salary Increase Rate Equal to Equal to
CPI+1% CPI+1%

MNet Effective Discount Rate Yield Curve Yield Curve
Based™ Based™

Iad
GRAP 25 defines the determination of the Discount rate assumption to be used as follows,

"The discount rate that reflects the time value of money is best approximated by reference to market yields at the
reporting date on government bonds, Where thera is no deep market in government bonds with a sufficiently long
maturity to match the estimated matunty of all the benefit payments, an entity uses current market rates of the
appropriate term to discount shorer term paymeants, and estimates the discount rate for longer maturities by
axtrapolating current market rates along the yield curve.”

“Staternent of Financial Position (herein referred (o as the "balance sheet”).

We use the nominal and real zero curves as at 30 June 2022 supplied by the JSE 1o determine our discounted rales
and CPl assumptions at each relevant time peried. For example, a liability which pays out in 1 year will be discounted
at a different rate than a liability which pays out in 30 years. Praviously only one discount rate was used to value all
the liabilitizs

* The Net Effective Discount Rate is different for each relevant time period of the yield curves' various durations and
therefore the Met Effective Discount Rate is based on the relationship between the (yield curve based) Discount Rate
for each refevant timea period and the (yiald curve based) Salary Inflation for each relevant time period,

Mormal Salary inflation Rate

We have denved the underlying future rate of consumer price index inflation (CPI inflation) from the refationship
between the (yield curve based) Conventional Bond Rate for each relevant time period and the (yield curve based)
Infiation-linked Bond rate for gach relevant time period. Our assumed rate of salary inflation was set as the assumead
value of CPI plus 1%. The salares used in the valuation include an assumed increase on 01 July 2022 of 4.9%. The
next salary increase was assumed to take place on 01 July 2023,

In addition to the normal salary inflation rate, we assumed the following prometional salary increases.
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16.

Employee benefit obligations (continued)

FPromotional Satary Increase Rates

Age band Promaotional
Incresse
20-24 5 %
25-29 4%
30-34 3%
35-39 2%
40-44 1%
15 %

Average Refirament Age
The average retiremant age for all achive employees was assumed to be 83 years. This assumption implicitly allows
far ill-health and earty retirements,

Normal! Reli Al
The nomal retirement age (MRA) for all active employees was assumed to be 85 years.

Mortality Ratas
Mortality before retirement has been based on the SA 85-90 mortality tables. These are the most commonly used
tables in the industry.

Withdrawal Decréments
A table setting out the assumed rates of withdrawal from service is set out below;

Age Band Withdrawal Withdrawal
Rate Males Rate Females
20-24 16 % 24 %
25-2% 12 % 18 %
30 -34 10 9% 15 %
35 - 39 B % 10 %
40 - 44 6 % B %
45 - 4% 4% 4 8
50 - 54 2% 2%
b5 - 89 1% 1 %
59 % B0 %

Membership Data
The information below is based on the membership data receved from the Muricipality

Eligible male employses

Age band Mumber of Average Salary Average

EMmployeas annual salary wiighted accrued liability

average past
service (Years)
30-39 | 348 038 9,34 32 581
40 - 49 T2 385 588 14.29 54 603
50 - 58 121 317 64T 21.28 35419
B0 + 32 307 479 26.04 7778
286 342 796 36412
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16. Employee benefit obligations (continued)
Eligible females employaes

Age band Number of Average Salary Average
employees annual salary weighted accrued liability
average past
service (Yeaars)
30-38 58 387 644 10,74 38812
40 - 49 B9 428 076 1410 B0 339
50 - 58 48 353 641 21.87 45 526
60 + 1 272702 2848 6041
208 391 483 47 955

Total eligible employees

Age band MNumber of Average Salary Average
employaas annual salary waighted accrued liability
average past
service (Years)

30-38 129 365 844 10.03 35 416
40 - 49 161 414 100 14.18 57774
50.-59 164 327 870 21.46 38280
60+ 43 298 583 2661 7334

502 362775 41 149

interest Cost

The Interest Cost reprasents the accrual of interest on the Accrued Defined Benefit Obligation, allowing for benafit
payments, over the corresponding year, This arises because the lang service benefils are one year closer to payment.
This item should be accounted for in the Staternent of profit or loss and other comprehensive income (herein after
referred to a5 the "income statement”) according to GRAP 25

Current Service Cost
The Current Service Cost reflects the additional liability that is expected to accrue in respect of in service members'

senvice over the corresponding year. This item should be accounted for in the income statement according to GRAP
25.

Sensitivity Analysis

As mentioned in the introduction of this report, the valuation is only an estimate of the cost of providing Long service
leave award benefits. The actual cost to the Municipality will be dependent on actual future levels of assumed
variables and the demographic profile of the membershig.

In arder to Niustrate the sensitivity of our results to changes in certain key variables, we have recalculated the liabilities
using the following assumptions:

-20% increasefdecrease In the assumed level of withdrawal rates,
-1% increaseldecreasa in the Nommal Salary cost inflation

Withdrawal rafe

Deviations from the assumead |level of withdrawal experience of the eligible employees will have a large impact an the
actual cost to the Municipality. If the actual rates of withdrawal turns out to be higher than the rates assumed in the
valuation basis, then the cost to the Municipality in the form of benefits will reduce and vica versa

We have illustrated the effect of higher and lower withdrawal rates by increasing and decreasing the withdrawal rates
by 20%. The affect is as follows:
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16.

Employee benefit obligations (continued)

-20%: Valuation +20%
Withdrawal Assumption Withdrawal
rate rate
Total Accrued Liability 21 580 000 20 657 000 12 804000
Current Sarvice Cost 1542 000 1439 000 1 362 000
fnterest Cost 2367 000 2 253 000 2 148 000
25 489 000 24 349 000 23 314 000

Nomal salary infiafion
The cost of the long service awards is- dependent on the increase in the annual salares paid to employees. The rate at
which salaries increase will thus have a direct effect on the liability of future employees,

We have tested the effect of 2 1% p.a. change in the Normal Salary inflation assumphion. The effect is as follows:

-1% Normal Valuation +1% Mormal
salary inflation Assurmption salary inflation
Total Accrued Liability 19 433 000 20 857 000 21996 000
Current Service Cost 1341 000 1439 000 1 548 000
Interest Cost 2103 000 2253000 2418000
22 877 00O 24 349 000 25 962 00O

Long-term leave

The municipality, in recognition of services rendered, grants employees 24 working days l2ave per year, This leave is
curnulative up to a limit of 48 working days,

There is no discounting applied to the calculation of the provision and the amount is based on the estimated 1 July
salaries after allowing for an estimated salary increase. The provision is split between that which is expected to be
taken within 12 months of the valuation date and that which will be taken after the 12 months.

Movement in the leave provision

Liability as at 1 July 46:434 373 40 445 266
Annual leave forfeited . (142 821)
Met accrued leave days over the years 1542 645 7 B5B BB2
Benefits paid (2169 545) {1 527 154)
45 TBT 473 46 434 373
Current portion of liability 3126 525 4 338 4706
Non-current partion of liability 42 660 549 42 095 898
45 787 474 46 434 374

Leave Days Provisional Liabifities

There is no standard actuarial formula that prescribes the way in which the accrued leave days balance should be
broken down betwesn short term and long-term components. We recommend that the municipality follew an approach
that is consistent with its past experience,

Mo discontinuing is applied to the calculation of the annual leave provisions. The leave provision is based on the
estimated 1 July 2022 salaries after allowing for an estimated salary increase of 4.9%. The provision is split between
that which is expected to be taken within 12 months of the valuation date (short-term portion) and that which will be
taken after 30 June 2023 {long-term portion),

In order to calculate the short term and long-term components of the accrued leave days provisional liability we
assumed that,
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16. Employee benefit obligations {continued)

1. Employees reaching the expacted retirement age of 83 over the coming year would cash-in their accrued leave
balances in full

2. Employees resigning fram service would cash-in thelraccrued leave days balances in full;

3. Other employess remaining in service would take their full 24 leave days in the coming year

We assume that all employees will take Up leave to aveid forfeiture of leave days. Employees that resign or retire over
the coming will have their leave balance cashed on resignation/ retiremant We assumed 250 working days per year
for the purposes of calculating the value of the accrued benefit The current portion of the accrued leave also takes
into account withdrawals from service over the next 12 months according to the table batow.

Withdrawal decrements

Age band Withdrawal Withdrawal
Fate Males Fate Females
20-24 16 %% 24 %
25-29 12 % 18 %
30-34 10 % 15 %
35-38 8 % 10 %
40-44 B %o B %
45-49 4 % 4 %
50-54 2% 2%
55-59 1 % 1%
58 9% 80 %

Membership data
The information below is based on the membership data received from the municipality,

According to the information provided, the number of members entitled to receive leave days from the municipality

were
Gender Murmber of Satary Weighted
achive waighted Average past
employeas average agae service
(Years)
Male 288 64,64 16.88
Famale 208 4510 15.33
502
Reconciliation for employee benefit Opening Addition Utilised during Tatal
obligations - June 2022 balance the year
Performance 6 893871 7134000 {6 BE7 000} 7 360 871
Provision for lzave 45434 373 1542 645 (2 189 548) 45 78T 472
Post employment medical benafits 5 BE3 000 3649 307 (595 307 B 937 000
Long service awards 18 422 001 3631932 (1386 932) 20 657 001
7T B33 345 15 957 884 {10 B48 785) 82 742 444
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16. Employee benefit obligations (continued)
Opening Addition Utilised during Total
Reconciliation for employee benefit balance the year
obligations - June 2021
Performance 6 637 870 6 667 000 {6 410 588) £ 893 571
Frovision for leave 40 445 26868 7 658 882 (1689 775) 46434 373
Fost employment medical benefits 5 744000 G7Z 000 (533 000) 5883 000
Long service awards 12 756 000 8175237 (2 509 235) 18 422 002
65 583 236 23173119 (11 123 003) 77 633 346
Mon-currant liabilities 67 551 957 62 937 898
Current liabilities 15 180 496 14 696 447
B2 742 453 77 633 345
Surrender of surpluses - relating to current year (18 567 114) {15 831 783)
17. Service charges
Sale of water 81787 624 81 097 388
18. Other income
Other income 1138777 1622 846
19. Interest, dividends and Rent on Land
Interest recelved - outstanding debtors 35718 053 31 010 950
Bank 26 831 331 237399749
62 549 384 54 750 929
20. Fines, Penalties and Forfeits
Retentions Forfaits 21 &1 080
21. Government grants & subsidies
Operating grants
Equitable share BBE 266 099 690 B47 579
Finance managemeant grant 1 000 000 1 000 000
LG Seta G617 612 342 881
Rural Roads Asset Management grant 3418834 1053 658
Expanded Public Works Programme Integrated grant 3 8BB6 000 3845 000
Municipal infrastructure grant a7 425 141 10 428 833
Water Services Infrastructura grant 15651277 1412 011
Disaster relief grant 585 234 222 886
714 742 897 709 152 848
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2. Government grants & subsidies (continuad)
Capital grants
Municipal infrastructure grant 207 220 859 229 981 167
Water Services Infrastructure grant 118 448 723 104 687 989
FPublic sector 148 236 -
325 817 818 334 669 156
1 040 560 715 1043822 004
Disaster Relief Grant
Balance unspent at beginning of year 595 234 365 120
Current-year receipts - 453 000
Conditions met - transferred to revenue (595 234) (222 BBG)
- 585 234
Rural Roads Asset Management Grant
Batance unspent at beginning of year 3280511 1891 169
Current-year receipts 2475000 2443000
Conditions met - transferred o revenue (2416 6234) (1033 658)
Funds retumed to Treasury (2 064 00D) -
272 877 3280511
22. Revenue
Service charges 81787 624 81 097 388
Other income 1 1138777 1622 846
Imterast received - investmeant 26883 I 237304979
Dividends or similar distnibutions recaived 35 718 053 31 010 950
Government grants & subsidies 1040 560715 1 043 822 004
Fines, Penalties and Forfeits 21 61 080
1186 037 521 1181 354 257
The amount included in revenue arising from exchanges of goods or
services are as follows:
Senvice charges 81 78T 624 81 097 388
Other incorme 1 1138777 1622 848
Interest recaived - investmant 28 831 3 23738 9749
Dividends or simifar distributions received 35718 053 31 010 950
145 476 T&5 137 471 163
The amount included in revenue arising from non-exchange
transactions is as follows:
Taxation revenue
Transfer revenue
Govarnment grants & subsidies 1040 5580715 1043822 004
Fines, Penalties and Forfeits 21 &1 080
1 040 560 736 1043 883 094
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23. Employee related costs
Basic 224 042 626 223472 740
Bonus 21964 774 21 440 04T
Medical aid - company contributions 16976 872 16 732 857
UIF 1159 216 1044 256
Long-service awards 2 962 000 2648 236
Car allowance 18963 870 20040 708
Housing benefits and allowances 2194 136 2297 871
Pension fund contribution 36833 242 35 885 285
326 096 836 323 561 T8O
Remuneration of Municipal Manager
Annual Remuneration 458 087 1670 B52
Car allowance and other allowances 18 333 147 763
Contrbutions to UIF, Medical and Pension Funds G 585 37T a3
482 995 1856 018
Remuneration of Chief Finance Officer
Annual Remuneration 1033 965 1214477
Car allowance and other allowances 120 000 138 821
Centributions to UIF, Medical and Pension Funds 77 838 92 8%
1231 801 1447 197
Remuneration of Technical Services
Annual Remuneration 880 846 £82 855
Car allowance and other allowances 2684 000 2558 821
Contributions to UIF, Medical and Pension Funds 120 391 120 205
1 2665 237 1262 681
Remuneration of Development, Economic and Planning Management Services
Annual Remuneration 1 057 059 1 166 974
Car aliowance and other allowances 276 000 271 B20
Contributions to UIF, Medical and Pension Funds 118 258 117 489
1451 327 15656 283
Remuneration of Strategic Support Services
Annual Remuneration 1118 502 1112 518
Car allowance and other allowances 204 000 199 g22
Contributions to UIF, Medical and Pension Funds 128 929 134 970
1451431 1447 308
Remuneration of Corporate Services
Annual Remuneration 817 273 1602 328
Car allowance and other allowances 136 000 205 254
Contributions to UIF, Medical and Pension Funds 119 041 35011
772 314 2022593
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23. Employee related costs (continued)
Remuneration of Community Services
Annual Remuneration 458 542 205434
Car allowance and other allowances 135 000 -
Contributions to UIF, Medical and Pension Funds 124 845 -
719 387 205 434
Total employee related costs 333471328 333 369 294
Performance bonuses for Senior Management were paid as
follows
Municipal Manager - 49 654
Chief Financial Officer 38 951 45 893
Strategic Support Services 51835 41 581
Development, Econemic and Planning Management Servicas 38 951 41 581
Technical Services 28 225 B
158 062 182 708
24. Remuneration of councillors
Executivie Mayor 956 528 1104 636
Chief Whip 775 806 826 648
Mayoral Committee Mermbers 4112 698 S411237
Speaker £40 500 881 997
Councillors 5 484 421 4 761 013
Councillors’ pension contribution 395 582 428 375
Councillor's allowances 1953 007 1605474
Section 79 Committes 587 720 489 784
14 957 263 15 213 164
In-kind benefits
The Executive Mayor, Speaker and Mayoral Committee Members are full-time, Each is provided with an office and
secretarial support at the cost of the Council,
The Executive Mayor has two fulltime bodyguards.
Additional information
The salaries, allowances and benefits of political office-bearers and councillors of the municipality are within the upper
limits of the framework envisaged in section 219 of the Constitution of South Africa read with the Remuneration of
Public Office Bearars Act (Act 20 of 1858 and the Minister of Provincial and Local Government's daetarmination in
accordance with this Act.
25. Commission Expense

Commission is paid to local municipality for the management of water related services

Collection costs 35251703 33 632 502
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26. Depreciation and amortisation
Property, plant and equipment 74 525 513 69 802 220
Intangible assets BT 742 843 924
75513 255 T0 646 144
27. Derecognition of Assets
Derecognition of assets 9932728 16 410 508
2021
The amount relate to donation of waste equipment to Molemole Local Municipality
2022
The amount relates to redundant operational and maintenance assets replaced,
28. Finance costs
Finance, other interast and penalties 211 144 114 646
29, Bulk purchases
Water T4 316 512 73047 440
Sewer punfication 10 074 376 7 290 955
84 390 838 80 338 395
30. Grants and subsidies paid
Grants paid to local municipalities - 336 842
31, Debt impairment
Contributions to debt impairment provision 57 011291 56 205 483
Bad debts written off - 1300 450
57011291 57 505 833
32, Contracted services
Infarmation Technology Services 9188 370 8483513
Fleet Services 17 674 5249 1678728
Other Contractars 108 734 151 102 871 682
33. General expenses
Advertising 1525921 1671133
Auditors remunearation 3819245 4159381
Bank charges 142 072 146 324
Conferences and seminars 3301829 2680705
IT expensss 5937357 5213455
Skills development levy 2792693 2354 064
Protective clothing 3 323 804 -
Subseriptions and membership fees 2301808 3380075
Telephone and fax 1 662 647 1 853 560
Training 3032574 2524742
Travel - local 13916 631 12 318 745
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33. General expenses (continued)
600 717 671 133
Bursarias
Other expenses 37 438 108 17196 738
79 686 506 54 210 061
34. Loss on disposal of assets
Gain or loss on disposal of assets and liabilities 831 877 9606 770
35. Impairment loss
Property, plant and equipment 8712083 13 976 846
36. Repairs and maintenance
Building 3243114 2877 537
Equipment 841 336 931 502
Transport assels 1284 216 2788 441
Infrastructure 13 188 4448 9234 308
18 567 114 15931 788
37, Cash generated from operations
Surplus 321 832 603 355 166 300
Adjustments for:
Depreciation and amortisation 75513 255 T0 646 144
Interest raceived: Consumer dabtors (35718 063 (31 010 950)
Service charges (81 787 624) (81 087 388)
Fines, Penalties and Forfeits (21) (61 080}
Debt impairment 57 011 201 57 505 933
Derecognition of assets 9932728 16 410 508
Inventory consumed 84 380 888 B0 338 385
Gain or loss on disposal of assets and lizbilites 831 877 9506 771
Impairment loss on assets 8719093 13976 845
Actuarial gainsilosses 3816239 5501 000
MNet accrued leave days over the years 1542845 7 658 882
Mon-cash long services benefits: Interast and current service cost 2 962 000 2 848000
Non-cash meadical benefit; interest cost 501 000 E72 000
Performance bonus 7 134 000 6 BET 000
Commission expense 35251 703 33 6832 502
Movements in operating lease assets and accruals 104 704 (181 034)
Prepayments 2714100 3204 938
Changes in working capital:
Inventaries (B4 680 548) (80 212 880)
Consumer debtors 127 B44 757 80037 543
Prepayments {4 158 925) {2 714 100}
Payables from exchange {ransactions (53 396 179) {108 128 280)
Unspent conditional grants and receipts {3 602 868 (24 981 123)
Employes benefit obligation {9348 750} (11096 777)
487 412 910 403 089 130
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38. Commitments
Authorised capital expenditure
Already contracted for but not provided for
= Property, plant and eguipment 69 653 088 193 434 243
Total capital commitments
Alrgady contracted for but not provided for 69 653 088 193 434 243
This expenditure will be financed from
Government grants - canditional 69 653 088 193 434 243
Cwin funding 14 674 215 4311 142
B4 327 303 197 745 385
Authorised operational expenditure
Already contracted for but not provided for
+  Infrastructure 2 306 748 18 561 015
. Other Assets 858 479 7151 758
3 255 227 26 712774
Total operational commitments
Already contracted for but not provided for 3255 227 26712774
This expenditure will be financed from
Government grants - conditional 2356 748 19561 015
Own funding 850 479 7151 758
3 256 227 26 T12 774
Total commitments
Total commitments
Authorized capital expenditure 84 327 303 197 745 385
Authorised operational expenditure 3285227 28 T12 774
87 582 530 224 458 159
This expenditure will be financed from
Government grants - conditional T2 049 835 212 995 258
Cwn funding 15 532 634 11 462 801
87 582 529 224 458 159

Commitments disclosed are inclusive of value added tax whare applicable
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39.

40.

41.

Fruitiess and wasteful expenditure

Cpening balance as previously reported 137351 1057 943

Correction of prier period errar - 705 756

Opening balance 1373511 1767 699

Add: Expenditure identified - currant 28 068 700 552

Less. Amounts recoverable - (102 756)
Less. Amount written off by Council - (991 984)
Closing balance 1402579 1373511

2022

Panalties on late renewal of licenses

2021
Penalties paid to Polokwane Traffic department, payment for furniture not delivered at TT Chalo Fire Station and
payment for back-up generator not delivered at TT Cholo Fire Station.

The expenditure incurred has been referred to financial miscenduct board for investigation.

Irregular expenditure

Opening balance as previously reported 1388 B27 258

Opening balance 1 388 627 258

Add: Expenditure identified - current 71 688 2476130

Less: Amount transferred to debtor - (15 225)
Less. Amounts reversed - (2 505)
Less: Amount written off by council - {3083 870)
Closing balance 73278 1388

2022

Mo contract in place for Amasondo

2021

Mo contract in place for Amasondo and Household Sanitation-Lepelle Nkumpi Local Municipality bid was advertised
on the municipality's website for less than 30 days

The expenditure incurred has been referred to financial misconduct board for investigation.

Additional disclosure in terms of Municipal Finance Management Act

Contributions to organised local government

Opening balance 2 222 601 3204938
Current year subscription (2 222 601) (3204 839)
Amount paid - current year 4 155 929 2222 802

4 159 929 2222601
2022

The amount of R4 159 929 was paid in advance as a result of discounts given for early payment,

2021
The amount of R2 222 601 was paid in advance as a result of discounts given for early payment
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41. Additional disclosure in terms of Municipal Finance Management Act (continued)

Audit fees payable

Opening balance (57 BT2) 13 325

Current year fee 3619 245 4 159 381

Amount paid - current year (2 540 BET) (4230 378)
11 706 (57 672)

PAYE, UIF and SDL payable

Opaning balance = 5

Current year fee 64 790 986 B4 367 529

Amount paid - current year (B4 790 986) (B4 367 528)

Pension, UIF and medical aid deductions payable

Opening balance - -

Current year subscription 55971 118 53582 294

Amount paid - currant year (55571 118) (53 582 204)

Arrear consumer account: Councillors

During the year the following Councillors’ had arrear accounts cutstanding for more than 90 days:

30 June 2022

Councillor Kgweedi MM - 1857

Coungcillor Doubada MM - 84 170

Councillor Ramokola MM - 2000

Councillor Choung CM - 3 543

Councillor Mallo MI 381 758

Councillor Ramalebana LM - 28 888

Councillor Morotoba = 1271

381 132 487

Supply chain management regulations

In terms of section 36 of the Municipal Supply Chain Management Regulations any dewiation from the Supply Chain
Management Policy needs to be approved by the Municipal Manager and noted by Council The expenses incurred as

listed hereunder have been condoned

Incident

2022 Africa's Travel Indaba Market - Sole Provider 30328
Licenzing and use of the National Fire Protection Association Fire codes 73089
of practice - Sole Provider

Educational Support Management Pax College - Impractical to follow 300 000
procurament process

Sarvice and maintenance of Lukas Hydraulic Motors - Sole provider 48 701

SANAS accredited Proficigncy Testing Scheme - Sole Provider -
SANAS accredited Proficiency Testing Scheme - Sole provider -
Repairing and maintenance of meter reading scanners - Impractical to -
follow the SCM processes

Mimecast Mai Archiving System - Sole provider -
GRAP Training for finance officials 167 500
Repairing damaged E Samplers - Sole provider -
Repairing Speaker's vehicle - Impractical to follow the SCM processes -
Licensing, maintenance and support of the current integrated emergency -
and disaster management communication system - Impractical to follow

procurement process

180 000

30 402
33679
16 100

270 116
a7 887

27 2487
414 000
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41. Additional disclosure in terms of Municipal Finance Management Act (continued)
Annual renewal of Caseware Licence fees - Impractical to follow the 111 932 133030
normal SCM process because the payment is for Caseware licence fee
Procurement of 10 X 16500 litres water tankers through RTESY process. - 215956 758
impractical to follow procurement process
Repairing Mayars vehicle - Impractical to foliow the SCM processes 5 B30
Performing Artist -Special work of art =
Licensing and of SANS codes of Practice - Sole Provider 41 263
SANAS Accredited Proficiency testing Scheme (MLA)- Sole Provider 20470
Repairing E Samplers- Sole Provider 40 802
Servicing and maintenance of the breathing air apparatus compressor 43751
cascade system - Sole Pravider
Competency Assassment for section 56 Positions -Impractical to follow 35 700
the normal SCM process
Purchasing of speakers vehicle through RTS7 process - Impractical to 534 508
follow the SCM processes
Additional Microsoft F3 Licences - Sole Provider - 138303
World Travel Market - Sole Provider 65 828 -
Servicing and Maintenance contract of cascade systems - Sole Provider 181 415 -
Licence renawal for meter reading system-Impractical to follow the SCM - 72336
processes because this is the company we procured the scanners for the
meter readers
Training for Fire Fighters - Ekurhuleni Metropolitan 27 576 -
Training for SCM Bid Committees mambers 104 500 -
1110 649 24123429
The following deviations were made on rate basis
Training for Fira Fighters - Impractical fo follow the SCM processes
Radio and Television Broadcasting and Print Media - Special warks of art
42, Contingent Liability
Claim for damages _ _
The Municipality has a contingent liability of R 33 448 958 due to it being sued by service providers,
In Sithu Consulting Engineers 258 051 258 051
Physon Business Solution (Pty) Ltd 1181 614 1191614
Storm Fencing 586 023 585 023
Hulisani Vincent Sithagu 3234 000 3234 000
In Touch 3 516 400 3 516 400
Royal Haskoning 11 472 233 11 472 232
Mantella Trading 415¢cc and another 2 BET Had 2 587 544
Dirk Jacobus Floris Venter 635 350 B35 350
Mgababa Travel Agency 1057 140 1 057 140
Hall Longmore Holdings (Pty) Lid 8811643 8911643
33 448 998 33 448 997

Guaraniee
Guarantse held by Eskom for tha supply of electricity to Lebowakgoma sewage plant amounting to 284 800 on FNB

account and interest as disclosed in the cash eguivalents,

The Guarantor reserves the nght to withdraw from the guarantee upon providing 3 (thiee) months notice in writing of
its intention. The guarantee is nelther negotiable or transferable and is limited to the payment of money only

The following are contingent liabilities whose values are not yet ascertainable
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42,

43,

Contingent Liability (continued)

b Morero
Labour Court Application for.
"interpratation of the Transfar Agreement,

*Review of tha decision of SALGA Arbitrator concerning car allowanca

High Court Application for
Review of the decision of the Municipality to appoint Ledile Eunice Manamela to the position of Disability and Elderly
Coordinator and substitute the said decision with the decision to appoint Makopa Ethen Legodi to the same position,

Popela Maake Altorneys
High Court Interdict

*Mafikeng and Others applied to the High Court for an order restraining Kgoshi Moloto from harming the applicants

and directing the MEC for Coghsta to Investigate breach of the Code of Conduct for Councillors by Kgoshi Moloto as
he is traditional leader appointed by the MEC to serve in Council,

Ma ] I
Supreme Court Of Appeal
*The Applicant has petitioned the Supreme Court of Appeal to appeal against the judgment of the High Court

Mmakola Matsimeia

Application by Mr. Mphahiele alleging that the sewage is spilling inte a nver at Makhurung village endangering the
lives of the residents. Upon consultation with employees in charge of the waste water treatment plant the allegations
were found not to be true and the applhcation was opposed in Court. The matter was struck from the roll and later the

Applicant decided to withdraw the Application. The Municipality has made an Application for Court to compel Mr
Mphahlste to pay for our legal costs.

The matter between the municipality and Matome Chidi where the applicant made an Application ta the High Court
requesting an order that (1), CDM is failing to exercise its funclion as a water service authority in respect of Dipateng
village (Botlokwa)

Related parties

Relationships

Compansation to coungillars Mote 18
Contributions to organisad local governmeant Maote 26
Post employment banefit plan for employees of entity and/or other  Note 10
related parties

Members of key management Maote 17

Key sources of estimation uncertainty and judgements

In using estimates a number of assumptions are required. GRAP 1 places the responsibility on management to set
these assumptions, as guidad by the principles set cut in GRAP 1 and in discusston with the professional consultants
The assumptions should be realistic and mutually compatible, The difference between the assumptions drives the
estimate and it is very Important to moniter how this differance changes from one year's estimate to the next. The
following areas involve a significant degree of estimation uncertainty:

Additonal text

U=eful lives and residual values of property, plant, and equipment
Recoverable amounts of property, plant and eguipment

Present value of defined benefit obligation

Provision for doubtful debts

Impairment of assets

Pravision for long-term service award and medical aid benefits
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44,

45,

Key sources of estimation uncertainty and judgements (continued)

The following areas involved judgements, apart frem those involving estimations disclosed above, that management
has made in the process af applying the municipality's accounting paolicies and that have the most significant effect on
the amounts recegnised In the financial statermeants:

. Impairment of assats

. Provisions

Risk management

Liquidity risk

Liquidity risk is the risk that the municipality will not be able to meet its obligations as they fall due. The municipality's
approach is to ensure that sufficient liquidity is available to meet its liabilities when due, The municipality uses cash
flow forecasts to ensure that sufficient cash is available to meet expected operating expenses, This is guided by
working capital and revenue enhancement policy

The municlpality uses cash flow forecasls to ensure that sufficient cash i available to meet expected operating
expenses. This is guided by working capital and revenue enhancemeant policy

The following are contractual liabilities of which the interest is included in borrowings:

At 30 June 2032 Less than 1 Between 1 and  Between 2 and Over 5 years
year 2 years S years

Borrowings 1418 170 874148 - -

Dperating lease liability 206 877 . - -

Trade and other payables 183 141 699 - - -

Al 30 June 2021 Less than 1 Between 1 and  Between 2 and Owver 5 years
year 2 yaars £ years

Borrowings 1.322 561 2292 3116 - -

Operating lease liability 102 173 - - -

Trade and other payables 136 922 502 - - .

Credit risk

Cradit risk is managed on a group basis.

Credit nek consists manly of cash deposits, cash eqguivalents, derivative financial instruments and trade debtors. The
municipality only deposits cash with major banks with high guality credit standing and limits exposure to any one
counter-party.

Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on
an ongoing basis. If customers are independently rated, these ratings are used. Otherwise, if there is no independent
rating, risk control assesses the credit quality of the customer, taking into account its financial position, past
expenence and other factors, Individual nsk limits are set based on internal or extemal ratings in accordance with
limits set by the board. The utilisation of credit mits is regularly monitored. Sales to retail customers are settled in
cash or using major credit cards. Credit guarantes insurance Is purchased when deemead appropriate,

Mo credit limits were exceeded during the reporting period, and management does not expect any surplus from non-
performance by these counterparties, '

Financial instrument June 2022 June 2021

Cash and cash equivalents 427 265 910 353 903 970
Receivable fram exchange transactions 55 938 B50 52817 M7
Receivables from non-exchange transactions 27318 380 31 417 985
VAT receivable 24439 145 29378 110
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45,

48,

47.

Risk management (continued)

Interest rate risk

As the municipality invests surplus funds with various institutions and are affected by changes in the interest rats,

Prior-year adjustments

Presanfed helow are those tems contained in the statement of financial pasition, statement of financial performance
and cash flow statement that have been affected by prior-vear adjusiments:

Staterment of financial position

2020

WAT Recewvable

Receivables from exchange transactions
Payables from exchange fransactions

Accumulated surplus

2021

Recsivables from exchange transaction

VAT receivable

Payables from exchange transactions

Accumulated surplus

Staterment of financial performance

202

Contracted services

Errors

The comecticn of the arrar(s) results In adjustments as follows:
“Water fransaction for Blouberg Municipality incorrectly accounted for 201920 financial year,
*Legal fees were understated with invoices relating to 2021 posted in 2022

Distribution Loss

Unit purchased (ki)
Units sold (ki)

Mote  As previously Corection of Restated
reporied error
4 510 654 40 811 4 560 485
47 2594 237 (272 0B3) 47 022 174
(188 429 B28) (553 400} {158 883 226)
3 056 006 431) T84 652 3055 221 77T8)
(3162 622 366) - (3 162 622 366)
Note As previously Correction of Restated
reportad arrar
T 53 230 801 (312 883) 52 917918
3] 28 256 942 121 168 2837811
12 (136222 504) {2 235 020) (139 157 524)
3412773989 2426734 13 410 347 255)
|3 467 208 750) - |3 467 208 750)
MNote  As previously Comection of Restated
repaorted error
3z 111 432 664 1601 262 113 033 926
E474 273 G018 516
(4 671 627) (4 861 938)
3 802 746 4 356 578
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47. Distribution Loss (continued)

Average cost per unit purchases [cents per ki) 8.73 a.05

Met loss In rands J3197 973 35 070 452

% Loss in purchases of water 358.86 % 41,77 %
48. Auditors' remuneration

Fees 3 610 245 4 159 381

49, Events after the reporting date

Management is not aware of any events ansing after the balance sheet date that provide evidence of conditions that

existad at the Balance Sheet date,
50. Comparison with the Budget

Material differences between budget and actual amounts

The comparisan of the Municipality's actual financial performance with that budgeted 15 set out in the statemant of

companscn of budgat and actual amounts.

The budgel is approved on an accrual basis using a classification based on the nature of expenses, The approved
budget covers the period from 01 July 2021 to 30 June 2022 The budget and accounting basis are the same,

Changes from the approved budget to the final budget

The changes between the approved and final budget are as a consequence of adjustments and roll-overs of grants

Wariances of 10% or more are explainad as set out below:
STATEMENT OF FINANCIAL PERFORMANCE

Fines, penalfies and forfeits
~100% Retantion forfaits not budgeted for and not fully processad

Interest Eamed: Qutstanding Debtors
+79% Increase in cutstanding debtars,

Remuneration of councilfors
-15% Increase given by government l2ss than budgeted for

Finance costs
-55% Interested paid on finance leases less than budgeted far,

Loss on di I of PR
-80% Losses on the disposal of assets minimised.

Contracted services

“17% Due to COVID and SCM regulations projects not implemented

Agsat impalrment
-18% Infrastructure upgraded and maintained
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50. Comparison with the Budget {continued)

51.

STATEMENT OF FINANCIAL POSITION

Call i ep0sils
+173%  Grant still not fully spent.

Receivabiss from non-exchange fransactions
-28% Collection of outstanding debtors.

VAT receivable
H0% Collaction of cutstanding VAT refunds

Inventary
+305% Inventory still to be consumed.

Receivables from exchange fransaction
-44% Coliection of consumer debtors.

Unspent condiional grants and receipls
+100% Mot budgeted for any unspent grants,

Finange lease obligation
-73% Long-term portion not allocated to shoert-term partion

Payabies from exchange transactions
+35% Outstanding creditars under budgeted

Emplayes b i ligations
-24% Actuanal valuation only performed at year-and.

CASH FLOW STATEMENT

Sarvice charges and other income

+453%  Outstanding refunds received from SARS and debl owed by lecal municipaliies.

Supphers
-100% Cash flow projection on B schedule was under budgeted for

Flnance costs
-55% Finance charges over budged for

COVID 19 Expenditure

Hand sanitizers

PPE and hygiene products

Cloth masks

Sanitisation wipe stands

A2 posters for hand wash

Identification cards for essential workers

Catering for COVID 19 District Command Council meeting
Mon-contact forehead Infrared Thermomaeters

COVID 19 supplies and consumables

Hand Sanilizer for heritage day

Purchasing of fogging machines

3 Ply Cloth and Sanitisers for EPWP

Hand Sanitizer for health awareness campaign

Sanitisers bottles and stickers for health awareness campaign

880 000
27 450
28 840
10 854

& 000
15 000
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51. COVID 19 Expenditure (continued)
3 Ply Cloth and Surgical masks for EPWP 22 204 -
Hand Sanitisers, Spray bottles with stickers 2B 456 -
Spray bottles and COVID - 1149 Stickers 7500 -
3 Ply Cloth and surgical masks for officials 70 430 -
Procurament sanitizers 7 500 -
1214334 1419 539

52. Accounting by principals and agents
Entity as principal
Resources {including assets and liabilities) of the entity under the custodianship of the agent

Capricorn District Municipality 1s the Principal in arrangements with its three local municipaliies who sell water on
behalf of the district The local municipalities earn 30% commission on revenue collected! to be collected

The following information is disclosed as per GRAP 108,

Fee paid

Lepelle Nkumpi Local municipality 33086 671 31254 727
Blouberg Local municipality 1442042 1658 142
Molemole Local municipality 742 740 718 6833

35 251 703 33632502

There are no resources under the custodianship of the agents, nor have they been recognised as such. As at 30 June
2022 the- amount received on behalf of the municipality which is still in the custody of the local municipalities has been
disclosed as receivables from non-exchanges under note 3.

The municipality will not incur any cost If the contractual arrangemeant is terminatad in future,
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