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Accounting Officer's Responsibilities and Approval

The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain
adequate accounting records and is responsible for the content and integrity of the annual financial statements
and related financial information included in this report. It is the responsibility of the accounting officer to ensure
that the annual financial statements fairly present the state of affairs of the municipality as at the end of the
financial year and the results of its operations and cash flows for the period then ended. The external auditors
are engaged to express an independent opinion on the annual financial statements and were 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 issued by the Accounting
Standards Board.

The annual financial statements are based upon appropriate accounting policies consistently applied and
supported by reasonable and prudent judgements and estimates.

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control
established by the municipality and place considerable importance on maintaining a strong control
environment. To enable 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 a clearly defined framework, effective
accounting procedures and adeduate segregation of dutles to ensure an acceptable level of risk. These
controls are monitored throughout the municipality and alt employees are required to maintain the highest
sthical standards in ensuring the municipality’s business is conducted in a manner that in all reasonable
circumstances is above reproach. The focus of risk management in the municipality is on identifying,
assessing, managing and monitoring alt known forms of risk across the municipality. While operating risk
cannot be fully eliminated, the municipality endeavours to minimise it by ensuring that appropriate
infrastructure, controls, systems and ethical behaviour are applied and managed within predetermined
procedures and constraints.

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

The accounting officer has reviewed the municipality's cash flow forecast for the year to June 30, 2026 and, in
the light of this review and the current financial position, he is satisfied that the municipality has or has access
to adequate resources to continue in operational existence for the foreseable future.

The annual financial statements set out on page Pages 7 to 11, which have been prepared on the going
concern basis, were approved by the accounting officer on August 31, 2025

’Agcouﬁ{ing Officer
Mokgatlhe J Ratlhogo (Municipal Manager)
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Accounting Officer's Report

The accounting officer submits his report for the year ended June 30, 2025.
1.  Review of activities
Main business and operations

The municipality is engaged in providing the following municipal services as per the Intergrated Development
Plan and
operates principally in South Africa:

1.Basic service delivery and Infrastructre development
2.Municipal Institutional developement transformation
3.District Economic Development

" 4.Financial viabilty and management

5.Good governance and public participation

6.Spatial rationale

2. Going concern

We draw attention to the fact that the below figures are in rands and at June 30, 2025, the municipality had an
accumulated surplus (deficit) of 55,035,306 and that the municipality's total assets exceed its liabilities by
55,035,306.

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

3. Subsequent events

The accounting officer is not aware of any matter or circumstance arising since the end of the financial year,
that may need to he adjusted for or disclosed in the annual financial statements

4. Accounting policies

The annual financial statements are prepared in accordance with the South African Statements of Generally
Recognised Accounting Practice (GRAP), including any interpretations of such statements issued by the
Accounting Practices Board and the Accounting Standard Board as the prescribed framework by National
Treasury.

5. Auditors

Auditor General of South Africa will continue in office for the next financial period.
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Accounting Officer's Report

6. Non-compliance with applicable legislation

in terms of section 65 (2)(e) of the Municipal Finance Act (No. 56 of 2003), all money owing by the municipality
be paid within 30 days of receiving the relevant invoice or statement, the municipality, could not settle all money
owing within the prescribed period.

Award of a tender/Qoute to persons in the employment of state

Non-compliance with MFMA section 116- Procuring on expired contract

Non-compliance with MFMA section 75 by not placing all key decuments and information on municipal website

Non-complince with MFMA section 11(4) to repoit to council on all withdrawals made in terms of subsection 1
{b) during the quarter

Non-compliance with MFMa section 131 not addressing all audit findings raised during 2023/2024 audit.

The annual financial statements set out on pages 7 to 11, which have been prepared on the going concern
hasis, were approved by the accounting officer on August 31, 2025 and were signed on its behalf by:

cog Officer
Mokgatthe J Ratlhogo {Municipal Manager)




Dr Kenneth Kaunda District Municipality

Annual Financial Statements for the year ended 30 June 2025

Statement of Financial Position as at June 30, 2025

Figures in Rand Note(s) 2025 2024
Restated”
Assets
Current Assets
Receivables from exchange transactions 8 3,072,731 2,782,351
Receivables from non-exchange transactions g 166,000 -
VAT receivable 10 1,795,285 1,005,408
Cash and cash equivalents 11 43,427,088 45,084,089
48,461,104 48,871,848
Non-Current Assets
Property, plant and equipment 3 56,316,475 50,799,708
Intangible assets 4 8,788,457 8,718,747
65,104,932 59,518,455
Total Assets 113,566,036 108,390,303
Liabilities
Current Liabilities
Payables from exchange transactions 5 12,004,451 8,423,463
Payables from non-exchange transactions 6 348,023 347,159
Employee benefit obligations 7 21,037,152 18,979,938
Unspent conditional grants and receipts 13 3,104 3,000
Long service award liabitity 14 212,000 1,291,000
33,604,730 29,044,560
Non-Current Liabilities
Employee benefit abligations 7 19,844,000 17,106,000
Long service award liahility 14 5,082,000 4,311,000
24,926,000 21,417,000
Total Liabilities 58,530,730 50,461,560
Net Assets 55,035,306 57,928,743
Accumutated surplus 12 55,035,306 57,928,743
Total Net Assets 55,035,306 57,928,743

* See Note 31
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Statement of Financial Performance

Figures in Rand Note(s) 2025 2024
Restated”
Revenue
Revenue from exchange transactions
Sale of tender documents 3,478 20,957
Fees earned - 103,810
Commissions received 17,133 135,744
Licensing and permits 1,374,873 659,960
Interest receivad - investment 16 5,723,356 9,178,792
Total revenue from exchange transactions 7,118,840 10,099,263
Revenue from non-exchange transactions
Transfer revenue
Government grants & subsidies 18 228,286,446 222,258,561
Total revenue 15 235,405,286 232,357,824
Expenditure
Employee related costs 19 (144,145,038)(130,310,549)
Remuneration of councilfors 20 (11,668,517) (12,159,180)
Depreciation and amortisation 21 (5,701,649) (3,542,341)
Contracted Services 24 (40,805,927) (43,487,032)
Transfers and Subsidies 7 (1,401,214) (4,191,610)
General expenses 23 (32,115,597) (55,898,983)
Total expenditure {235,837,942)(249,589,695)
Operating deficit 26 {432,656) (17,231,871)
Gain on leave/Bonus provision (1,980,244) (3,239,213)
7 {416,000) {125,000)

Actuarial gains/losses
Gain (loss) on disposal of assets

Deficit for the year

(54,541) 30,361

(2,460,785) (3,333,852)

(2,893,441) (20,565,723)

* See Note 31



Dr Kenneth Kaunda District Municipality

Annual Financial Statements for the year ended 30 June 2025

Statement of Changes in Net Assets

Figures in Rand

Accumulated  Total net
surplus / assets
defteit

Opening halance as previously reported
Adjustments
Prior year adjustments

Balance at July 1, 2023 as restated*
Changes in net assets
Deficit for the year

Total changes

Restated™ Balance at July 1, 2024
Changes in net assets
Surplus for the year

Total changes
Balance at June 30, 2025
Note(s)

81,391,623 81,391,623

(2,897,157) (2,897,157)

78,494,466 78,494,466

(20,565,723) (20,565,723)

(20,565,723) (20,565,723)

57,928,747 57,928,747

(2,893,441) (2,893,441)

(2,883,441) (2,893,441)

55,035,306 55,035,306

* See Nota 31
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Cash Flow Statement

Figures in Rand

Note(s) 2025 2024
Restated*

Cash flows from operating activities

Receipts

Government granis and subsidies

Interest income

Cash receipts from charges of goods and services

Payments

Employee costs

Suppliers

Transfer payments
Remuneration of Councillors

Net cash flows from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment
Purchase of intangible assets

Net cash flows from investing activities

Net increase/{decrease} in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

228,120 550 222,258 561
5411479 10,347,914
1395484 1,333,162

234,927,513 233,939,637

(142,045,047)(127,832,673)
(70,127,069)(112,934,585)
(1,401,214)  (4,191,610)
(11,668,517) (12,159,180)

) )

{225,241,847)(257,118,048
25 9,685,666 {23,178,411)

3 (9,023,744) (26,235,364)
4 (2,318,923) (2,284,509)

(11,342,667) (28,519,873)

(1,657,001) (51,698,284)
45,084,089 96,782,373

" 43,427,088 45,084,089

* See Note 341
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Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved  Adjustments Final Budget Actual Difference  Reference
budget amounts on between final
comparable budget and
Figures in Rand hasis actual
Statement of Financial Performance
Revenue
Revenue from exchange
transactions
Sale of tender documents 100,000 {95,000) 5,000 3,478 {1,522) Note 40
Other Income 150,600 {150,000) - - -
Sale of assets 100,000 {100,000) - - - Note 40
Commissions received 170,000 (140,000) 30,000 17,133 {12,867) Note 40
License and permits 650,000 710,000 1,360,000 1 374,873 14,873  Note 40
Interest received - investment 8,980,000 1,020,000 10,000,000 5723356 (4,276,644} Note 40
Total revenue from 10,150,000 1,245,000 11,395,000 7,118,840 (4,276,160)
exchange transactions
Revenue from non-
exchange fransactions
Transfer revenue
Government grants & 231,022,000 (330,000) 230,692,000 228 286,446 (2,405,554) Note 40
subsidies
Total revenue 241,172,000 915,000 242,087,000 235,405,286 (6,681,714)
Expenditure
Employee related costs (134,489,974) (19,359,000)(153,848,974)(144,145,038) 9,703,936  Note 40
Remuneration of councillors ~ (13,191,805) 783,000 (12,408,805) (11,668,517) 740,288  Note 40
Depreciation and amortisation  (7,183,565) - {7,183,565) (5,701,649) 1,481,916 Note 40
Contracted Services (40,373,000)  (569,175) (40,942,175) (40,805,927) 136,248  Note 40
Transfers and Subsidies (4,530,000) 3,128,000 (1,402,000} (1,401,214) 786  Note 40
General Expenses (41,190,656) 8,251,961 (32,838,695) (32,115,597) 823,098  Note 40
Total expenditure (240,959,000) (7,765,214)(248,724,214)(235,837,942) 12,886,272
Operating deficit 213,000 (6,850,214) (6,637,214) {432,656) 6,204,558
Gain on leave/Bonus - - - {1,990,244) (1,990,244)
provision
Actuarial gains/losses - - - {416,000) {416,000)
Loss on non-current assets - - - (54,541) (54,541) Note 40
held for sale or disposal
groups
- - - (2,460,785) (2,460,785)

Operating surplus/{deficit) 213,000 (6,850,214) (6,637,214) (2,893,441} 3,743,773
Actual Amount on 213,000 (6,850,214) (6,637,214) {2,893,441) 3,743,773

Comparable Basis as
Presented in the Budget
and Actual Comparative
Statement

11
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Significant Accounting Policies

Figures in Rand Note(s) 2025 2024

1. Presentation of Annual Financial Statements

The significant accounting policies applied in the preparation of these annual financial statements are set out
below The 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).

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

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

1.1 Presentation currency

These annual financial statements are presented in South Aftican Rand, which is the functional currency of the
municipality.

1.2 Going concern assumption

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

1.3 Significant judgements and sources of estimation uncertainty

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

Other significant judgements, sources of estimation uncertainty and/or relating information, have been
disclosed in the relating notes.

Trade receivables / Held to maturity investments and/or loans and receivables

The municipality assesses its frade receivables, held to maturity investments and loans and receivables for
impairment at the end of each reporting period. In determining whether an impairment loss should be recorded
in surplus or deficit, the municipality makes judgements as to whether there is ohservable data indicating a
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 a
portfolic 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 portfolio. These annual loss
ratios are applied to loan balances in the porifolio and scaled to the estimated loss emergence period.

12
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Annual Financial Statements for the year ended 30 June 2025

Significant Accounting Policies

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

The fair value of financiai instruments traded in active markets (such as trading and available-for-sale
securities) is based on quoted market prices at the end of the reporting period. The quoted market price used
for financial assets held by the municipality is the current bid price,

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 techniques. The municipality uses a variety of methods and
makes assumptions that are based on market conditions existing at the end of each reporting 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 period.

The carrying value less impairment provision of trade receivables and payables are assumed to approximate
their fair values. 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 to the municipality for similar
financial instruments.

The carrying amount of available-for-sale financial assets would be an estimated - lower or - higher were the
discounted 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 valus-in-use calculations and fair values less costs to sell. These calculations require the use of
astimates and assumptions. It is reasonably possible that the assumption may change which may then impact
our estimations and may then redquire a material adjustment to the carrying value of goodwill and tangible
assets.

The municipality reviews and tests the carrying value of assets when events or changes in circumstances
suggest that the carrying amount may not be recoverable. In addition, goodwill is tested on an annual basis for
impairment. Assets are grouped at the lowest lavel for which identifiable cash flows are largely independent of
cash flows of other assets and liabilities. If there are indications that impairment may have occurred, estimates
are prepared of expected future cash flows for each group of assets. Expected future cash flows used to
determine the value in use of goodwill and tangible assets are inherently uncertain and could materially change
over time.

Provisions

Provisions were raised and management determined an estimate based on the information available.
Additional disclosure of these estimates of provisions are included in note - Provisions.

Useful lives of waste and water network and other assets

The municipality's management determines the estimated 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.

13
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Significant Accounting Policies

1.3 Significant judgements and sources of estimation uncertainty {continued)
Post-retirement benefits

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

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

Other key assumptions for pension obligations are based on current market conditions, Additional information
is disclosed in Note 7.

Effective interest rate
The municipality used the prime interest rate {o discount future cash flows.
Aliowance for doubtful debts

On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is
impaired. The impairment is 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.

1.4 Property, plant and equipment

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

The cost of an item of property, ptant and equipment is recognised as an asset when:
« it is probable that future economic benefits or service potential associated with the item will flow to the
municipality; and
» the cost of the item can be measured reliably.

Property, plant and equipment is initially measured at cost.

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

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

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

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

14
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Significant Accounting Policies

1.4 Property, plant and equipment {continued)

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

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

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item
is in the location and condition necessary for if to be capable of operating in the manner intended by
management,

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

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

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

Property, plant and equipment are depreciated on the over their expected usefut lives to their estimated
residual value.

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

ltem Depreciation method Average useful life
Machinery and equipment Straight-line 2-12 years
Furniture and office equipment Straight-line 3-10 years
Transport Assets Straight-line .

*Motor vehicle Straight-line 4 years
*Computer equipment Straight-line 3-5 years
Infrastructure assets Straight-line .

*Wifi equipment Straight-line 3 years
*Telecommunication Straight-line 5 years
*Access control Straight-line 3 years
Community assets Straight-line .

*Land Straight-line No depreciation
*Car parks Straight-line 30 years

*Car ports Straight-line 10 years
*Fencing Straight-line 10 years
“Mobile offices Straight-line 10 years
*Mobile storage units Straightline 10 years
*Buidlings Straightline 25 years

The depreciable amount of an asset is allocated on a systematic basis over its usefut life.

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.

15
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Significant Accounting Policies

1.4 Property, pfant and equipment (continued)

The depreciation method used reflects the pattern in which the asset’s future economic benefits or service
potential are expected to be consumed by the municipality. The depreciation method applied to an assetis
reviewed at least at each reporting date and, if there has been a significant change in the expected pattern of
consumption of the future economic benefits or service potential embodied in the asset, the method is changed
to reflect the changed pattern. Such a change is accounted for as a change in an accounting estimate.

The municipality assesses at each reporting date whether there is any indication that the municipality
expectations about the residual value and the useful life of an asset have changed since the preceding
reporting date. If any such indication exists, the municipality revises the expected useful life and/or residual
value accordingly. The change is accounted for as a change in an accounting estimate,

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

[tems of property, plant and eguipment are derecognised when the asset is disposed of or when there are no
further economic benefits or service potential expected from the use of the asset.

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

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

The municipality separately discloses expenditure to repair and maintain property, ptant and equipment in the
notes to the financial statements (see note ).

The municipality discloses relevant information relating to assets under construction or development, in the
notes to the financial statements (see note ).

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

Gains or losses arising from the retirement or disposal of investment property is the difference between the net
disposal

proceeds and the carrying amotint of the asset and is recognised in surplus or deficit in the pericd of retirement
or

disposal

1.5 Intangible assets

An asset s identifiable If it either:

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

+  arises from binding arrangements (including rights from contracts), regardless of whether those rights
are transferable or separable from the municipality or from other rights and obligations.

A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it
as if it were in the form of a confract.
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1.5 Intangible assets {continued)

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

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

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

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it
is incurred.

An intangible asset arising from development (or from the development phase of an internal project) is
recognised when:
e itis technically feasible to complete the asset so that it will be available for use or sale.
there is an intention to complete and use or sell i,
there is an ability to use or sell it.
it will generate probable future economic benefits or service potential.
there are available technical, financial and other resources to complete the development and to use or
sell the asset.
» the expenditure attributable to the asset during its development can be measured reliably.

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses.

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is
no foreseeable limit to the pericd over which the asset is expected to generate net cash inflows or service
potential. Amortisation is not provided for these intangible assets, but they are tested for impairment annually
and whenever there is an indication that the asset may be impaired. For all other intangible assets amortisation
is provided on a straight-line basis over their useful life.

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date.

Reassessing the usefui life of an intangible asset with a finite useful life after it was classified as indefinite is an
indicator that the asset may be impaired. As a result the asset is tested for impairment and the remaining
carrying amount is amortised over its useful fife.

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not
recognised as intangible assets.

Internally generated goodwill is not recognised as an intangible asset,

Amortisation is provided to write down the intangible assets, on a straight-line basis, to their residual values as
follows:

ltem Depreciation method  Average useful life

Computer software, other Straight-line 3-b years

The municipality discloses relevant information relating to assets under construction or development, in the
notes o the financial statements (see note ).
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1.5 Intangible assets (continued)

Intangible assets are derecognised:
» ondisposal; or
«  when no future economic benefits or service potential are expected from its use or disposal.

The gain or loss arising from the derecognition of intangible assets is included in surplus or deficit when the
asset is derecognised (unless the Standard of GRAP on leases requires otherwise on a sale and leaseback).

1.6 Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a
residual interest of another entity.

The amortised cost of a financial asset or financial liability is the amount at which the financial asset or financial
liability is measured at initial recagnition 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 uncollectibility.

A concessionary loan is a loan granted to or received by an entity on terms that are not market related.

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

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates.

Derecognition is the removal of a previously recognised financial asset or financial liability from an entity's
statement of financial position.

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

» lts 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 1o
the contract {sometimes called the ‘underlying’).

» [trequires no initial net investment or an initial net investment that is smaller than would be required
for other types of contracts that would be expected to have a similar response to changes in market
factors.

e |tis settled at a future date.

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 interest 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 entity shall estimate cash flows considering all contractual terms of the financial instrument (for
example, prepayment, call and similar options) but shall not consider future credit losses. 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 discounts. There is a presumption that the cash flows and the expected life of a
group of similar financial instruments can be estimated reliably. However, in those rare cases when it is not
possible to reliably estimate the cash flows or the expected life of a financial instrument (or group of financial
instruments), the entity shall use the contractual cash flows over the full contractual term of the financial
instrument (or group of financial instruments).

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable
willing parties in an arm’s fength transaction.
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1.6 Financial instruments (continued)

A financial asset is:
« cash;
« aresidual interest of another entity; or
*  acontractual right to:
- receive cash or another financial asset from another entity; or
- exchange financial assets or financial liabilities with another entity under conditions that are
potentially favourable to the entity.

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 due in accordance with
the original or modified terms of a debt instrument.

A finangial liability is any liability that is a contractual obligation to:
. deliver cash or another financial asset to another entity; or
»  exchange financial assets or financial liabilities under conditions that are potentially unfavourable to
the entity,

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

Liquidity risk is the risk encountered by an entity in the event of difficulty in meeting obligations associated with
financial liabilities that are settled by delivering cash or another financial asset.

Loan commitment is a firm commitment fo provide credit under pre-specified terms and conditions.
Loans payable are financial liabilities, other than short-term payables on normal credit terms.

Market risk is the risk that the fair value or future cash flows 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,

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market prices (other than those arising from interest rate risk or currency risk), whether those
changes are caused by factors specific to the individual financial instrument or its issuer, or factors affecting all
similar financial instruments traded in the mariet.

A financial asset is past due when a counterparty has failed to make a payment when contractually due.

A residual interest is any contract that manifests an interest in the assets of an entity after deducting all of its
liabilities. A residual interest includes cantributions from owners, which may be shown as:

*  equity instruments or similar forms of unitised capital;

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

«  aformal agreement, in relation to the contribution, establishing or increasing an existing financial
interest in the net assets of an entity.

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of a
financial asset or financial liability. An incremental cost is one that would not have been incurred if the entity
had not acquired, issued or disposed of the financial instrument.

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

« the entity designates at fair value at initial recognition; or

e are held for trading.
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1.6 Financial instruments (continued)

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

Financial instruments at fair value comprise financial assets or financial liabilities that are:

derivatives;

contingent consideration of an acquirer in a transfer of functions between entities not under common
control to which the Standard of GRAP on Transfer of Functions Between Entities Not Under
Commeon Control (GRAP 106) applies

combined instruments that are designated at fair value;

instruments held for trading. A financial instrument is held for trading if:

- itis acquired or incurred principally for the purpose of selling or repurchasing it in the near-term;
or

- oninitial recognition it is part of a portfolio of identified financial instruments that are managed
together and for which there is evidence of a recent actual pattern of short term profit-taking;

- non-derivative financial assets or financial liabilities with fixed or determinable payments that are
designated at fair value at initlal recognition; and

- financial instruments that do not meet the definition of financial instruments at amortised cost or
financial instruments at cost.

Classification

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

Class Category
Other Financial assets Financial asset measured at amortised cost
Cash and cash equivalents Financial asset measured at amortised cost
Receivables from exchange transactions Financial asset measured at amortised cost

The entity has the following types of financial liabilities {classes and category) as reflected on the face of the
statement of financial positicn or in the notes thereto:

Class Category
Other Financial liabilities Financial liability measured at amortised cost
Payables from exchange fransactions Financial liahility measured at amortised cost
Payables from non-exchange transactions Financial liability measured at amortised cost
1.7 Leases

A lease is classified as a finance lease if it transfers 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.

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

Finance leases - lessor

The municipality recognises finance lease receivables as assets on the statement of financial position. Such
assets are presented as a receivable at an amount equat to the net investment in the lease.

Finance revenue is recognised based on a patiern reflecting a constant periodic rate of return on the
municipality's nat investment in the finance lease.
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1.7 Leases (continued)
Finance leases - lessee

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

The discount rate used in calculating the present value of the minimum lease payments is the .Minimum lease
payments are apportioned between the finance charge and reduction of the outstanding liability. The finance
charge is alfocated to each period during the lease term so as to produce a constant periodic rate of on the
remaining balance of the liability.

Any contingent rents are expensed in the period in which they are incurred.
Operating leases - lessor
Operating lease revenue is recagnised as revenue on a straight-line basis over the lease term.

fnitial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of
the leased asset and recognised as an expense over the lease term on the same basis 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-line 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 term. The
difference between the amounts recognised as an expense and the contractual payments are recognised as an
operating lease asset or liability.

1.8 Cash and cash equivalents
Cash comprises cash on hand and demand deposits.

Cash equivalents are short-term, highly liquid investments that are readily convertible to known amounts of
cash and which are subject to an insignificant risk of changes in value.

Cash equivalents are held for the purpose of meeting shori-term cash commitments rather than for investment
or other purposes.

Cash and cash equivalents comprise bank batances, cash on hand, deposits held at call with banks and other
short-term highly liquid investments with original maturities of three months or less which are available on
demand. '

Some equity investments are included in cash equivalents when they are, in substance, cash equivalents.

Bank overdrafts which are repayable on demand forms an integral part of the entity’s cash management
activities, and as such are included as a component of cash and cash equivalents.
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1.9 Impairment of cash-generating assets

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

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the
systematic recognition of the loss of the asset’s future economic benefits or service potential through
depreciation {amortisation).

Carrying amount is the amount at which an asset is recognised in the statement of financial position after
deducting any accumuiated depreciation and accumulated impairment losses thereon,

A cash-generating unit is the smallest identifiable group of assets used with the objective of generating a
commercial return that generates cash inflows from continuing use that are largely independent of the cash
inflows from other assets or groups of assefs.

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs
and income tax expense.

Depreciation (Amortisation) is the systematic aliocation of the depreciable amount of an asset over its useful
life.

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction
between knowledgeable, willing parties, less the costs of disposal.

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

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

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

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

Irrespective of whether there is any indication of impairment, the municipality also tests a cash-generating
intangible asset with an indefinite useful life or a cash-generating intangible asset not yet available for use for
impairment annually by comparing its carrying amount with its recoverable amount. This impairment test is
performed at the same time every year. If an intangible asset was initially recognised during the current
reporting period, that intangible asset was tested for impairment before the end of the current reporting period.

Value in use

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

When estimating the value in use of an asset, the municipality estimates the future cash inflows and outflows to
be derived from continuing use of the asset and from its ultimate disposal and the municipality applies the
appropriate discount rate to those future cash flows.
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1.8 Impairment of cash-generating assets (continued)

Basis for estimates of future cash flows

In measuring value in use the municipality:

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

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

estimate cash flow projections beyond the period covered by the most recent budgets/forecasts by
extrapolating the projections based on the budgets/forecasts using a steady or declining growth rate
for subsequent years, uniess an increasing rate can be justified. This growth rate does not exceed the
long-term average growth rate for the products, industries, or country or countries in which the entity
operates, or for the market in which the asset is used, unless a higher rate ¢an be justified.

Discount rate

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money,
represented by the current risk-free rate of interest and the risks specific to the asset for which the future cash
flow estimates have not been adjusted.
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1.9 Impairment of cash-generating assets (continued)
Cash-generating units

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

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

¢ the future cash inflows used fo determine the asset's or cash-generating unit's value in use; and

»  the future cash outflows used to determine the value in use of any other assets or ¢cash-generating

units that are affected by the internal transfer pricing.

Cash-generating units are identified consistently from period to period for the same asset or types of assets,
unless a change is justified,

The carrying amount of a cash-generating unit is determined on a basis consistent with the way the recoverable
amount of the cash-generating unit is determined.

An impairment loss is recognised for a cash-generating unit if the recoverable amount of the unit is less than
the carrying amount of the unit. The impairment is allocated to reduce the carrying amount of the cash-
generaling assets of the unit on a pro rata basis, based on the carrying amount of each asset in the unit. These
reductions in carrying amounts are treated as impairment losses on individual assets.

in allocating an impairment loss, the entity does not reduce the carrying amount of an asset below the highest
of:

= its fair value less costs to sell {if determinable);

+  its value in use (if determinable); and

*  Zero.

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

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

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

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

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

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

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

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

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

1.10 Impairment of non-cash-generating assets

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

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

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the
systematic recognition of the loss of the asset's future economic benefits or service potential through
depreciation {amortisation).

Carrying amount is the amount at which an asset is recognised in the statement of financial position after
deducting any accumulated depreciation and accumulated impairment losses thereon.

A cash-generating unit is the smallest identifiable group of assets managed with the objective of generating a
commercial return that generates cash inflows from continuing use that are largely independent of the cash
inflows from other assets or groups of assets.

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs
and income tax expense.
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1.10 Impairment of non-cash-generating assets (continued)

Depreciation {Amoriisation) is the systematic allocation of the depreciable amount of an asset over its useful
life.

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction
between knowledgeable, willing parties, less the costs of disposal.

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

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

Reversal of an impairment loss

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

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

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

Any reversal of an impairment loss of a 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 asset is adjusted in future perieds to allocate the non-cash-generating asset’s revised catrying
amount, less its residual value {if any), on a systematic basis over its remaining useful life.

Redesignation

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

26



Dr Kenneth Kaunda District Municipality

Annual Financial Statemenis for the year ended 30 June 2025

Significant Accounting Policies

1.11 Employee benefits
Short-term employee henefits

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

Short-term employee benefits include items such as:

. wages, salaries and social security contributions;

*  Additional textshort-term compensated absences (such as paid annual leave and paid sick leave) where
the compensation for the absences is due to be settled within twelve months after the end of the reporting
petiod in which the employees render the related employee service;

»  honus, incentive and performance related payments payable within twelve months after the end of the
reporting period in which the employees render the related service; and

«  non-monetary benefits (for example, medical care, and free or subsidised goods or services such as
housing, cars and cellphones) for current employees.

When an employee has rendered service to the entity during a reporting period, the entity recognises the
undiscounted armount of short-term employee benefits expected to be paid in exchange for that servi
+  as a liability (accrued expense), after deducting any amount already paid. If the amount already paid
exceeds the undiscounted amount of the benefits, the entity recognises 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 ah expense, unless another Standard requires or permits the inclusion of the benefits in the cost of
an asset

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

The entity recognises the expected 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
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1.11 Employee benefits (continued)
Post-employment benefits

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

Post-employment benefit plans are formal or informal arrangements under which an entity provides
postemployment benefits for cne 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 commeon control and use those assets to provide benefits to employees of more than
one entity, on the bhasis that contribution and benefit levels are determined without regard to the identity of the
entity that employs the employeeas concerned.

Post-employment benefits: Defined contribution plans

Defined contribution plans are post-employment benefit plans under which an entity pays fixed contributions
into a separate entity (a fund) and will have no legal or constructive obligation to pay further contributions if the
fund does not hold sufficient assets to pay all employee benefits relating to employee service in the current and

prior periods.

When an employee has rendered service to the entity during a reporting period, the entity recognises the
contribution payable to a defined contribution plan in exchange for that service:

«  as a liability (accrued expense), after deducting any contribution already paid. If the contribution
already paid exceeds the contribution due for service before the reporting date, an entity recognises
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 expenss, Unless another Standard requirss or permits the inclusion of the contribution in the
cost of an assel.
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1.11 Employee benefits (continued)

Where contributions to a defined contribution plan do not fail due wholly within twelve months after the end of
the reporting period in which the employees render the related service, they are discounted. The rate used to
discount reflects the time value of money. The currency and term of the financial instrument selected to reflect
the time vailue of money is consistent with the currency and estimated term of the obligation.

Defined benefit plans are post-employment benefit plans other than defined contribution plans.

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

Assets held by a long-term employee benefit fund are assets (other than non-transferable financial instruments
issued by the reporting entity) that are held by an entity (a fund) that is legally separate from the reporting entity
and exists solely to pay or fund employee benefits and are available to be used only to pay or fund employee
benefits, are not available to the reporting entity's own creditors (even in liquidation), and cannot be returned to
the reporting entity, unless either

* the remaining assets of the fund are sufficient to meet all the related employee benefit

obligations of the plan or the reporting entity; or
+ the assets are returned to the repotting entity to reimburse it for employee benefits already paid.

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

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

Past service cost is the change in the present value of the defined benefit obligation for employee service in
prior periods, resulting in the current period from the introduction of, or changes to, post-employment benefits
of other long-term employee benefits. Past service cost may be either positive {when benefits are introduced or
changed so that the prasent value of the defined benefit obligation increases) or negative (when existing
benefits are changed so that the present value of the defined benefit obligation decreases). In measuring its
defined benefit liability the entity recognises past service cost as an expense in the reporting period in which the
plan is amended.

Plan assets comprise assets held by a long-term emplayee benefit fund and qualifying insurance policies.

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

The return on plan assets is interest, dividends or similar distributions and other ravenue derived from the plan
assets, together with realised and unrealised gains or losses on the plan assets, less any costs of
administering the plan {other than those included in the actuarial assumptions used to measure the defined
benefit abligation) and less any tax payable by the plan itself.

The entity account not only for its legat obligation under the formal terms of a defined benefit plan, but also for
any constructive obligation that arises from the entity’s informal practices. Informal practices give rise to a
constructive obligation where the entity has no realistic alternative but to pay employee benefits. An example of
a constructive obligation is where a change in the entity's informal practices would cause unacceptable damage
to its relationship with employees.

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

The amount determined as a defined henefit liahility may be negative {an asset). The entity measures the
resulting asset at the lower of;
. the amount determined above; and
» the present value of any economic henefils available in the form of refunds from the plan or
reductions in future contributions to the plan. The present value of these economic benefits is
determined using a discount rate which reflects the time value of money.

Any adjustments arising from the limit above is recognised in surplus or deficit.

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

The entity recognises the net total of the following amounts in surplus or deficit, except fo the extent that
another Standard requires or permits their inclusion in the cost of an asset:

current service cost;

interest cost;

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

actuarial gains and losses;

past service cost;

the effect of any curtailments or settiements; and

the effect of applying the limit on a defined henefit asset (negative defined benefit liability).

The entity uses the Projected Unit Credit Method to determine the present value of its defined benefit
obligations and the related current service cost and, whete applicable, past service cost. The Projected Unit
Credit Method (sometimes known as the accrued benefit method pro-rated on service ot as the benefit/years of
service method) sees each period of service as giving rise to an additional unit of benefit entitlement and
measures each unit separately to build up the finat obligation.

In determining the present value of its defined benefit obligations and the related current service cost and,
where applicable, past service cost, an entity shall attribute benefit to periods of service under the plan's benefit
formula. However, if an employee's service in later years will lead to a materially higher level of benefit than in
earlier years, an entity shall attribute benefit on a straight-line basis from:
» the date when service by the employee first leads to benefits under the plan {whether or not the
benefits are conditional on further service); until
» the date when further service by the employee will lead to no material amount of further benefits
under the plan, cther than from further salary increases.

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

The entity recognises gains or losses on the curtailment or settlement of a defined benefit plan when the
curtailment or setttement occurs. The gain or loss on a curtailment or settlement comprises:

= anyresuiting change in the present value of the defined benefit obligation; and

= any resulting change in the fair value of the plan assets.

Before determining the effect of a curtailment or settlement, the entity re-measure the obligation (and the
related plan assets, if any) using current actuarial assumptions {including current market interest rates and
other current market prices).
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When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a
defined benefit obligation, the right to reimbursement is recognised as a separate asset. The asset is measured
at fair value. In all other respects, the asset is treated in the same way as plan assets. In surplus or deficit, the
expense relating to a defined benefit plan is [OR is not] presented as the net of the amount recognised for a

reimbursement.

The entity offsets an asset relating to one plan against a liability relating to another plan when the entity has a
legally enforceable right to use a surplus in one plan to settle obligations under the other plan and intends either
to settle the obligations on a net basis, or to realise the surplus in one plan and settle its obligation under the
other plan simultaneously.

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 selected to reflect the time value of money is
consistent with the currency and estimated term of the post-employment benefit obligations.

Post-employment benefit obligations are measured on a basis that reflects:
 estimated fulure salary increases;
* the benefits set out in the terms of the plan {or resulting from any constructive obligation that goes

beyond those terms) at the reporting date; and

+  estimated fulure changes in the level of any state benefits that affect the benefits payable under a
defined benefit plan, if, and only if, either;

« those changes were enacted before the reporting date; or

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

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

Employee benefits

Employee benefits are all forms of consideration given by an entity in exchange for service rendered by
employees.

A qualifying insurance poiicy 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 to pay or fund employee benefits under a defined benefit plan and are not available to the reporting
entity's own creditors {even in liquidation) and cannct be paid to the reporting entity, unless either:

the proceeds represent surplus assets that are not needed for the policy to meet all the related

empioyee benefit obligations; or

the proceeds are returned to the reporting entity to reimburse it for employee benefits already paid.

Termination benefits are employee benefits payable as a result of either:

»=  anh entity's decision te terminate an employee’s employment before the normal retirement date; or
= an employee’s decision to accept voluntary redundancy in exchange for those benefits.
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1.11 Employee benefits {continued)

Other long-term employee benefits are employee benefits (other than post-employment benefits and
termination benefits) that are not due to be settled within twelve months after the end of the period int which the
employees render the related service.

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

Composite social security programmes are established by legistation 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 employees.

A constructive obligation is an obligation that derives from an entity’s actions where by an established pattern of
past practice, published policies or a sufficiently specific current statement, the entity has indicated to other
parties that it will accept certain responsibilities and as a result, the entity has created a valid expectation on the
part of those other parties that it will discharge those responsibilities.

1.12 Provisions and contingencies

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

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

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

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

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

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

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

A provision is used only for expenditures for which the provision was originally recognised.
Provisions are not recognised for future operating surplus (deficit).

if an entity has a contract that is onerous, the present obligation (net of recoveries) under the contract is
recognised and measured as a provision.
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1.12 Provisions and contingencies (continued)

A constructive obligation ta restructure arises only when an entity:

*  has a detailed formal plan for the restructuring, identifying at least:
- the activity/operating unit or part of an activity/operating unit concerned;
- the principal locations affected;
- the location, function, and approximate number of employees who will be compensated for
services being ferminated,
- the expenditures that will be undertaken; and
- when the plan will be implemented; and

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

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that
are both:

« necessarily entailed by the restructuring; and

»  not associated with the ongoing activities of the municipality

No obligation arises as a consequence of the sale or transfer of an operation until the municipality is committed
to the sale or transfer, that is, there is a binding arrangement.

After their initial recognition contingent liabilities recognised in entity combinations that are recognised separately
are subsequently measured at the higher of;

« the amount that would be recognised as a provision; and

» the amount initially recognised less cumulative amortisation.

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 29,

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 due in accordance with
the original or modified terms of a debt instrument.

Loan commitment is a firm commitment to provide credit under pre-specified terms and conditions.

The municipality recognises a provision for financial guarantees and loan commitments when it is probable that
an outflow of resources embodying economic benefits and service potential will be required to seltle the
obligation and a reliable estimate of the obligation can be made.

Determining whether an outflow of resources is probable in relation to financial guarantees requires judgement.
Indications that an outflow of resources may be probable are;
» financial difficulty of the debtor;
+ defaults or delinguencies in interest and capital repayments by the debtor;
*  breaches of the terms of the debt instrument that resuilt in it being payable earlier than the agreed
term and the ability of the debtor to settle its obligation on the amended terms; and
+ adecline in prevailing economic circumstances (e.g. high interest rates, inflation and unemployment)
that impact on the ability of entities to repay their obligations.

Where a fee is received by the municipality for issuing a financial guarantee and/or where a fee is charged on
loan commitments, it is considered in determining the best estimate of the amount required to setile the
obligation at reporting date. Where a fee is charged and the municipality considers that an outflow of economic
resources is probable, an municipality recognises the obligation at the higher of:
» the amount determined using in the Standard of GRAP on Provisions, Contingent Liabilities and
Contingent Assets; and
» the amount of the fee initially recognised less, where appropriate, cumulative amortisation recognised
in accordance with the Standard of GRAP on Revenue from Exchange Transactions.
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Decommissioning, restoration and similar liability

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

If the related asset is measured using the cost model:

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

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

»  if the adjustment results in an addition to the cost of an asset, the entity consider whether this is an
indication that the new carrying amount of the asset may not be fully recoverable. If there is such an
indication, the entity tests the asset for impairment by estimating its recoverable amount or recoverable
service amount, and account for any impairment loss, in accordance with the accounting policy on
impairment of assets as described in accounting policy 1.9 and 1.10.

If the related asset is measured using the revaluation modet:

» changes in the liability alter the revaluation surplus or deficit previously recognised on that asset, so that:
- adecrease in the liability is credited directly to revaluation surplus in net assets, except that it is
recognised in surplus or deficit to the extent that it reverses a revaluation deficit on the asset that was
previously recognised in surplus or deficit; and
- anincrease in the liability is recognised in surplus or deficit, except that it is debited directiy to
revaluation surplus in net assets to the extent of any credit balance existing in the revaluation surplus in
respect of that asset;

* inthe event that a decrease in the liability exceeds the carrying amount that would have been recoghised
had the asset been carried under the cost model, the excess is recognised immediately in surplus or
deficit;

» achange in the liability is an indication that the asset may have to be revalued in order to ensure that the
carrying amount does not differ materially from that which would be determined using fair value at the
reporting date. Any such revaluation is taken into account in determining the amounts to be taken to
surplus or deficit and net assets. If a revaluation is necessary, all assets of that class is revalued; and

o the Standard of GRAP on Presentation of Financial Statements requires disclosure on the face of the
statement of changes in nel assets of each item of revenue or expense that is recognised directly in net
assets. In complying with this requirement, the change in the revaluation surplus arising from a change in
the liability is separately identified and disciosed as such.

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

The periodic unwinding of the discount is recognised in surplus or deficit as a finance cost as it occurs.
1.13 Revenue from exchange transactions

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

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

Fair vaiue is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable,
willing parties in an arm’s length transaction.
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1.13 Revenue from exchange transactions {continued)

Measurement

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and
volume rebates.

The amount of revenue arising on a transaction which is statutory (non-contractual) in nature is usually
measured by reference to the relevant legislation, regulation or similar means. The fee structure, tariffs or
caloulation basis specified in legistation, regulation or similar means is used to determine the amount of
revenue that should be recognised. This amount represents the fair value, on initial measurement, of the
consideration received or receivable for revenue that arises from a statutory (non-contractual) arrangement
{see the accounting policy on Statutory Receivables).

Sale of goods

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

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

+ the municipality retains neither continuing managerial involvermnent to the degree usually associated
with ownership nor effective control over the goods sold:

»  the amount of revenue can be measured reliably;

»  ilis probable that the economic benefits or service potential associated with the transaction will flow to
the municipality; and

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

Rendering of services

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue
associated with the transaction is recognised by reference to the stage of completion of the transaction at the
reporting date. The outcome of a transaction can be estimated reliably when all the following conditions are
satisfied:
« the amount of revenue can be meastired reliably;
* itis probable that the economic benefits or service potential associated with the transaction will flow to
the municipality,
+ the stage of completion of the transaction at the reporting date can be measured reliably; and
¢ the costs incurred for the fransaction and the costs to complete the transaction can be measured
reliably.

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

35



Dr Kenneth Kaunda District Municipality

Annual Financial Statements for the year ended 30 June 2025

Significant Accounting Policies

1.13 Revenue from exchange transactions {continued)
Interest, royalties and dividends

Revenue arising from the use by others of entity assets yielding interest, royalties and dividends or similar
distributions is recognised when:
» |tis 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 is recognised using the effective interest rate method for financial instruments, and using the nominal
interest rate method for statutory receivables. interest levied on transactions arising from exchange or non-
exchange transactions is classified hased on the nature of the undertying transaction.

Royalties are recognised as they are earned in accordance with the substance of the relevant agreements.

Dividends or similar distributions are recognised, in surplus or deficit, when the municipality’s right to receive
payment has been established.

Service fees included in the price of the product are recognised as revenue over the perfod during which the
service is performed.

1.14 Revenue from non-exchange transactions

Revenue 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 to confributions from
owners,

Conditions 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 or service potential must be rsturned to the transferor.

Controt of an asset arise when the municipality can use or otherwise benefit from the asset in pursuit of its
ohbjectives and can exclude or otherwise regulate the access of others 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 to beneficiaries 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 law enforcement body, as a consequence of the breach of laws or regulations,

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange
transaction, a municipalily either receives value from another municipality without directly giving approximately
equal value in exchange, or gives value to another municipality without directly receiving approximately equal
value in exchange.

Restrictions on fransferred assets are stipulations that limit 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 faws or regulation, or a binding arrangement, imposed upon the
use of a transferred asset by entities external to the reporting municipality.
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1.14 Revenue from non-exchange transactions (continued)

Tax expenditures are preferential provisions of the tax law that provide certain taxpayers with concessions that
are not avallable to others.

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

Taxes are econamic benefits or service potential compuisoarily paid or payable to entities, in accordance with
taws and or regulations, established to provide revenue to government. Taxes do not include fines or other
penalties imposed for breacheas of the law.

Transfers are inflows of future economic benefits or service potential from non-exchange transactions, other
than taxes.

Recoganition

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

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 asset, it reduces the carrying amount of the liability
recognised and recognises an amount of revenue equal to that reduction.

Measurement

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

When, as a result of a non-exchange transaction, the municipality recognises an asset, it also recognises
revenue equivalent fo the amount of the asset 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 to be recognised it will be measured as the
best estimate of the amount requirad to settle the obligation at the reporting date, and the amount of the
increase in nef assets, if any, recognised as revenus. When a liability is subsequently reduced, because the
taxable event occurs or a condition is satisfied, the amount of the reduction in the liability is recognised as
revenue.

Receivables that arise from statutory (non-contractual) arrangements are initially measured in accordance with
this accounting policy, as well as the accounting policy on Statutory Receivables. The entity applies the
accounting policy on Statutory Receivables for the subsequent measurement, derecognition, presentation and
disclosure of statutory receivables.

Interest is recognised using the effective interest rate method for financial instruments, and using the nominal
interest rate method for statutory receivables. Interest levied on fransactions arising from exchange or non-
exchange transactions is classified based on the nature of the underlying transaction.

1.15 Comparative figures

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the
current year.

1.16 Unauthorised expenditure

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

37



Dr Kenneth Kaunda District Municipality

Annual Financial Statements for the year ended 30 June 2025

Significant Accounting Policies

1.17 Fruitless and wasteful expenditure

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

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of
financial

performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the
nature of

the expense

1.18 Irreguiar expenditure

{rregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of
2003), the Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act {Act No, 20 of 1998)
or is in contravention of the economic entity's supply chain management policy..

Irregular expenditure is recorded in the notes to the financial statements when confirmed. The amount
recorded is equal

to the value of the irregular expenditure incurred, unless it is impractical to determine, in which case reasons
therefore

must be provided in the notes

lrregular expenditure receivables are measured at the amount that is expected to be recovered and are de-
recognised
when settled or written-off as irrecoverable

1.19 Segment information

A segment is an activity of an entity:
» that generates economic benefils or service potential (including economic benefits or service
potential relating fo transactions between activities of the same entity);
»  whose results are regularly reviewed by management fo make decisions about resources to be
aflocated to that activity and in assessing its performance; and
» for which separate financial information is available.

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

Measurement

Tha amount of each segment item reported is the measure reported to management for the purposes of
making decisions about allocating resources to the segment and assessing its performance. Adjustments and
eliminations made in preparing the entity’s financial statements and aliocations of revenues and expenses are
included in determining reported segment surplus or deficit only if they are included in the measure of the
segment’s surplus or deficit that is used by managemaent. Similarly, only those assets and liabilities that are
included in the measures of the segment’s assets and segment's liabilities that are used by management are
reported for that segment. If amounts are allocated to reported segment surplus or deficit, assets or liabilities,
those amounts are allocated on a reasonable basis.

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

Municipality are typically subject to budgetary limits in the form of appropriations or budget authorisations (or
equivalent), which is given effect through authorising legislation, appropriation or similar.

General purpose financial reporting by municipality shall provide information on whether resources were
obtained and used in accordance with the legally adopted budget.

The approved budget is prepared on a cash basis and presented by economic classification linked to
performance outcome objectives,

The approved budget covers the fiscal period from 7/1/2023 to 6/30/2024.
The budget for the economic entity includes all the entities approved budgets under its control.

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.

1.21 Related parties

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

Control is the power to govern the financial and operating policies of an entity so as to obtain benefits from its
activities.

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

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

Significant influence is the power to participate in the financial and operating policy decisions of an entity, but is
not control over those policies.

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 iegislation, in
instances where they are required to perform such functions.

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

The municipality is exempt from disclosure requirements in relation to related party transactions if that
transaction occurs within normal supplier and/or client/recipient relationships on terms and conditions no maore
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 terms 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
statements.
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1.22 Events after repoerting date

Events after reporting date are those events, both favourable and unfavourable, that ocour between the
reporting date and the date when the financial statements are authorised for issue. Two types of events can be
identified:
» those that provide evidence of conditions that existed at the reporting date (adjusting events after the
reporting date); and
= those that are indicative of conditions that arose after the reporting date (non-adjusting events after
the reporting date).

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

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

1.23 Separate financial statements

Consolidated financial statements are the financial statements of the economic entity in which the assets, liabilities,
het assets, revenue, expenses and cash flows of the entity as a controlling entity, and its controlled entities, are
presented as those of a single economic entity.

The equity method is a method of accounting whereby the investment is initially recognised at cost and adjusted
thereafter for the post-acquisition change in the investor's share of the investee's net assets. The investor's surplus
or deficit includes its share of the investee’s surplus or deficit and the investor’'s net assets Includes its share of
changes in the investee’s net assets that have not been recognised in the investee's surplus or deficit.

An investment entity is an entity that obtains funds from one or more investors for the purpose of providing those
investor(s) with investment management services, that has the purpose of investing funds solely for returns from
capital appreciation, invesiment revenue, and which measures and evaluates the performance of substantially all of
its investments on a fair value basis.

Separate financial statements are those presented by the entity, in which the entity could elect to account for its
investments in controlled entities, joint ventures and associates either at cost, in accordance with the GRAP
Standard on Financial Instruments or using the equity method as described in the accounting policies on
Investments in Associates and Joint Ventures.

in the entity's separate financial statements, investments in controlled entities, associates and joint ventures are
carried at cost;

In the entily's separate financial statements, investments in controlled entities are carried at cost;
In the entity's separate financial statements, investments in associates are carried at cost;
In the entity's separate financial statements, investments in joint ventures are carried at cost.

Separate financial statements are prepared in accordance with all applicable accounting policies, except:
. Similar investments in controlled entities are accounted for at cost;
. Joint ventures are accounted for at cost;
. Associates are accounted for at cost.

The entity as a controlling entity, which is not itself an investment entity, measures its investment in a controlled
investment entity in accordance with the above, in its separate financial statements.

When the entity as controlling entity ceases to be an investment entity, or becomes an investment entity, it accounts
for the change from the date when the change in status occurred, as follows:
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1.23 Separate financial statements {continued)

*  When the entity ceases to be an investment entity, the entity accounts for an investment in a controlled
entity in accordance with the above. The date of the change of status is the deemed acquisition date. The
fair value of the controlled entity at the deemed acquisition date represents the transferred deemed
consideration when accounting for the investmant as above.

*  When the entity becomes an investment entity, it accounts for an investment in a controlled entity at fair
value. The difference between the previous carrying amount of the controlted entity and its fair value at the
date of the change of status is recognised as a gain or foss in surplus or deficit. The cumulative amount of
any gain or loss previously recognised directly in net assets in respect of those controlled entities is
treated as if the investment entity had disposed of those controlled entities at the date of change in status,

When the entity elects to measure its investments in associates or joint ventures at fair value, it also accounts for
those investments in the same way in its separate financial statements.

Where the entity as controliong entity is required to measure its investment in a controlied entity at fair value, it also
accounts for that investment in the same way in its separate financial statements.

Dividends or similar distributions from a controlled entity, a joint venture or an associate are recognised in the
separate financial statements of the entity when the entity’s right to receive the dividend or similar distribution is
established. The dividend or similar distribution is recognised in surplus or deficit unless the entity elects to use the
equity method, in which case the dividend or similar distribution is recognised as a reduction from the carrying
amount of the investment.

When a controlling entity reorganises the structure of its economic entity by establishing a new entity as its
controlling entity in a manner that satisfies the following criteria:

*  The new controlling entity obtains control of the original controlling entity either (a) by issuing equity
instruments in exchange for existing equity instruments of the originat controlling entity or (b) by some
other mechanism which results in the new controlling entity having a controlling ownership interest in the
original controlling entity;

+ The assets and liabilities of the new economic entity and the original economic entity are the same
immediately before and after the reorganisation; and

»  The owners of the original controlling entity before the reorganisation have the same absolute and relative
interests in the net assets of the original economic entity and the new economic entity immediately before
and after the reorganisation;

and the new controlling entity accounts for its investment in the original controlling entity at cost in its separate
financial statements, the new controlling entity measures cost at the carrying amount of its share of the net asset
items shown in the separate financial statements of the original controlling entity at the date of the reorganisation

1.24 Statutory receivables
Identification

Statutory receivables are receivables that arise from legislation, supporting reguiations, or similar means, and
require settlement by ancther entity in cash or another financial asset.Statutory receivables can arise from both
exchange and non-exchange transactions

Recognition

Statutory receivables are recognised when the related revenue {exchange or non-exchange revenue) is recognised
or when the receivable meets the definition of an asset. The Economic Entity initially measure statutory receivables
at their transaction amount

Subsequent measurement

The Municipality measures statutory receivables after initial recognition using the cost method. Under the cost
method, the initial measurement of the receivable is subsequently changed to reflect any interest or other charges
that may have accrued on the receivable, less any impairment losses and amounts derecognised.
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1.24 Statutory receivables (continued)
Impairment and uncollectibility of statutory receivables

The municipality assesses at each reporting date whether there is any indication that a statutory receivable,
statutory receivables, may be impaired.

If there is an indication that a statutory receivable, statutory receivables, may be impaired, the municipatity
measures the impairment loss as the difference 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, statutory receivables, is reduced, through the use of an allowance account. The amount of the losses
is recognised in Statement of Financial Performance. In estimating the future cash flows, municipality considers
hoth the amount and timing of the cash flows that it will receive in future. Consequently, where the effect of the time
value of money is material, the municipality discounts the estimated future cash flows using a rate that reflects the
current risk-free rate , any risks specific to the statutory receivable, for which the future cash flow estimates have
not been adjusted.

An impairment loss recognised in prior periods 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 by adjusting the allowance account. The amount
of any adjustment is recognised in the Statement of Financial Performance.

Derecognition

The Municipality derecognises a statutory receivable when the rights to the cash flows from the recejvable are
settled, expire or are waived or the Municipality transfers the receivable and substantially alt the risks and rewards
of ownership of the receivable to another entity

When the Municipality, despite having retained some significant risks and rewards of ownership of the receivable,
has transferred control of receivable to another entity, the Municipality derecognises the receivable and recognises
separately any rights and obligations created or retained in the transfer

1.25 Inventories

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

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

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

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

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

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

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and
segregated for specific projects is assigned using specific identification of the individual costs.

The cost of inventories is assigned using the formula. The same cost formula is used for all inventories having a
similar nature and use to the municipality.
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1.25 Inventories {(continued)

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 inventories to net
realisable value or current replacement cost and all losses of inventories are recognised as an expense in the
period the write-down or loss occurs. The amount of any reversal of any write-down of inventories, arising from an
increase in net realisable value or current replacement cost, are recognised as a reduction in the amount of
inventories recognised as an expense in the period in which the reversal occurs.
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2.  New standards and interpretations
2.1 Standards and interpretations issued, but not yet effective

The municipality has not applied the following standards and interpretations, which have been published and are
mandatory for the municipality's accounting periods beginning on or after July 1, 2025 or later periods:

Standard/ Interpretation: Effective date: Expected impact:
Years beginning on or
after
e iGRAP 22 Foreign Currency Transactions and Advance April 1, 2025 Untikely there will be a
Consideration material impact
»  GRAP 104 (as revised): Financial Instruments April 1, 2025 Unlikely there will be a

material impact
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Figures in Rand 2025 2024

3. Property, plant and equipment (continued)

Fully depreciated assets

Fully depreciated assets still in use are included in the Machinery & Equipment, Furniture & Office Equipment,
Computer Equipment, Infrastructure, Computer Software and Transport Assets balance. The majority are old

assets purchased in 2008-2018 for which the useful lives have not been extended and management plans to

dispose and replace these assets in the near future.

4 008 assets have been impairad in the prior year and is under investigation for write off. Net book value as a
result of the residual value of these assets amounts to 2025: Nit {2024: Nil) . The useful tife for the assets was
evaluated and no adjustment on the useful life will be made for these assets.
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3. Property, plant and equipment {continued)

Reconciliation of Work-in-Progress 2025

included within Total
Infrastructure-
Water project

Opening balance 4,030,087 4,030,087

Addittens/capital expenditure -
4,030,087 4,030,087

Reconciliation of Work-in-Progress 2024

Infrastructure  Infrastructure Total
water project  Sanitation
project
Opening balance 2,602,380 7,836,909 10,439,289
Additions/capital expenditure 1,427,707 - 1,427,707
Transferred to completed items - (7,836,908} (7,836,909)
4,030,087 - 4,030,087
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Figures in Rand 2025 2024

3. Property, plant and equipment {continued)
Work in progress
Infrastructure:

The work in progress consists of work already carried out for the water project. To date cost capitalised under
WIP are as follows: Capitalised Expenditure 2025; R0 (2024: R{ 427 707).
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Figures in Rand

2025 2024

5. Payables from exchange transactions

Trade payables

Other creditors clearing account
Compensation Commissioner
Salary clearing account

The ageing of Trade payables is summarised below:

Trade payables.. relate to Accruals at year ended 30 June 2025

Compensation Commissioner:;.Provision made relating to 2024/25 financial year

Salary clearing account: relate to suspence account

11,219,689 8,396,134

828,672 23,990
(43,910) 3,339

12,004,451 8,423,463

Leave and bonus provision is reclassified to Employee benefit obligation as per GRAP 25.

DESCRIPTION 0-6 MONTHS 7TO12 137024 OVER 2 Total
MONTHS MONTHS YEARS
Trade payables 11,175,779 - - 11,175,778
Compensation commissioner 804,682 23,990 - 828,672
11,980,461 23,990 - 12,004,451
6. Payables from non-exchange transactions
Other payables from non-exchange transactions 348,023 347,159
0-6 MONTHS 77012 13TO 24 OVER 2 Total
MONTHS MONTHS YEARS

Payables from hon exchange -

348,023 348,023
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7. Employee benefit obligation
Defined benefit plans
Post retirement medical aid liability

The Muinicipality provides certain post retirement medical benefits by funding the medical aid contributions of
certain retired members of the Municipality. According to the rules of the medical aid funds,with which the
Municipality is associated, a member(who is on the currecnt conditions of service), on retirement is entitled to
remain a continued member of such medical aid fund, in which case the Municipality is liable for a certain portion of
the medical aid membership fee. The Municipality operates an unfunded defined benefit plan for these qualifying
employees.

The most recent Actuarial valuations of plan assets and the present value of the unfunded undefined benefit
obligation were carried out as at 30 June 2025 by Arch Actuarial consuiting, a member of the Actuarial Society
of South Africa The present value of the defined benefit abligation, and the related current

service cost and past service cost were measured using the projected unit credit method.No other post
retirement benefits are provided by the Municipality.

The plan is a final salary pension / flat plan or a post employment medical benefit plan
Post retirement medical aid plan

The Municipality makes monthly contributions for health care arrangements to the following medical aid
schemes

-Bonitas

-Sizwe Hosmed,;

-LA Health;

-Key Health

-Samwumed

The current service cost for the the year ending 30 June 2025 is estimated at R790 000.00 it is estimated to be
R944 000.00 for the ensuing year. The Post Employment Health Care Benefit Plan is a defined benefit plan,of which
the members are made up as follows:

Eligible Employees

Total number of eligible employees 152 158
Number of in-service members 137 142
Average age 45 44
Avérage past service 11 11
Average current value of post-employment subsidy p.m. 3,409 3,229
Number of in-service non-members 15 16
Average age 46 47
Average past service 8 8
Average current value of post-employment subsidy p.m 3,367 3,349
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7. Employee benefit obligation {(continued)

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

Carrying value

Opening balance

Current service cost

Interest cost

Expected subsidy (bonefit) payments
Actuarial gains/(losses)

Non-current liabilities
Current liabilities

(17,791,000) (15,410,000)
(790,000)  (745,000)
(2,149,000)  (1,960,000)
685,000 -
(551,000) 324,000

{20,596,000) (17,791,000)

(19,844,000) (17,106,000
(21,037,152) (18,979,938)

(40,881,152) (36,085,938)

This i¢ an estimate of subsidies (benefit) paid in respect of continuation members based on the data at the
previous valuation date. If the actual amount of subsidies paid is used instead of this estimate, then the
Actuarial loss /(Gain) must change to exactly offset the impact, such that the closing Accrued Liability remains
unchanged, for example if the actual amount of subsidies paid is R100 000.00 less than the estimate, then the
Actuarial Loss/ {Gain) would have to reduce by R100 000.00 to leave the closing Accrued Liability as is.
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7. Employee benefit obligation (continued)

Key assumptions used

Assumptions used at the reporting date:

Discount rates used 11.30 % 12.31 %
CPl inflation rate 530 % 178 %
Medical aid contribution inflation rate 7.10 % 5.46 %
Net discount rate {medical aid contributions) 3.80 % 6.28 %
Maximum subsidy inflation rate 4.70 % 4.20 %
Net discount rate {maximum subsidy) 6.30 % 6.50 %
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7. Employee benefit obligation (continued)
The following tests of reasonability were performed on the data received (where applicable)

Eligible employees and continuation members were checked for completeness of date of birth, gender, income
where necessary, and medical aid scheme, option and dependants. Employees’ dates of employment were also
checked

In addition, the following data checks were performed for both employees and continuation members, where
applicable:

The effect of the major categories of plan assets is as follow:

+ dates are valid;

+ ages within reasonable ranges,

« periods of employment within reasonable ranges, and consistent with dates of birth; and
+ incomes within reasonable ranges

The following statistics were calculated for both employees and continuation members, where applicable, and
were checked
for reasonability:

Salaries - Changes in an index or other variable specified in the format or constructive terms of a plan as the
basis for future

benefit increases:

* average age;

+ average number of dependants;

+ average period of employment; and

+ average subsidy per month.

Where information was not clear or not provided, the valuation was conducted on the premise that the
information provided
was correct or appropriate assumptions were made.

it is difficult to predict future investment returns and inflation rates. The

relationship between them is more stable and therefore easier to predict. GRAP 25
requires that financial assumptions be based on market expectations at this Valuation
for the pericd over which the defined benefit obligation (DBO) is to be settled.

Discount Rate

GRAP 25 stipulates that the choice of this rate should be derived from government bond
yields consistent with the estimated term of the post-employment DBO. However,

where there is no deep market in government bonds with a sufficiently long maturity to
match the estimated term of all the benefit payments, current market rates of the
appropriate term should be used to discount shorter term payments, and the discount
rate for longer maturities should be estimated by extrapolating current market rates
along the yield curve

Consequently, a discount rate of 11.3% per annum has been used. The corresponding Index-linked yield at this
term is 5.3%. These rates do not reflect any adjustment for taxation. These rates were deduced from the interest
rate data obtained from the Johannesburg Stock Exchange after the market close on 28 June 2025.

These yields were obtained by calculating the duration of the DBO and then taking the fixed-interest and
index-linked yields from the respective yield curves at that duration using an iterative process {because the yields
depend on the duration, which in turn depends on the DBO).
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7. Employee benefit obligation (continued)

Medical aid contribution Inflation rate

This assumption is required to reflect estimated future changes in the cost of medical services, resuiting from

both inflation and specific changes in medical costs {for example, due to technological advances or changes in
utilisation patterns). Any assumption regarding future medical scheme contribution increases is therefore subjective.

Medical aid contribution inflation rate of 7.1% has been assumed. This is 1.8% in excess of expected CPl inflation
over the expected term of the DBO, namely 5.3% per annum. A larger differential would be unsustainable,
eventually forcing members to less expensive options, This implies a net discount rate of 3.9% which derives from
((1+11.3%)W(1+7.1%))-1

The CPl inflation assumption of 5.3% was obtained from the differential between market yields on index-linked
honds consistent with the estimated term of the DBO (5.2%) and those of fixed interest bonds

{11.3%) with a risk premium adjustment for the uncertainty implicit in guaranteeing real increases (0.50%).
The next contribution increase was assumed to occur with effect from 1 January 2026.

Maximum Subsidy Inflation Rate

This assumption is required to reflect estimated future changes in the maximum amount to which subsidies are

limited. This maximum amount is set at R 5,791.15 per family per month for the year ending 30 June 2026. The
annual increases to this maximum amount are periodically specified by the local government bargaining council.

Recent past annual increases balanced with sustainability needs of employees have resulted in this

assumption being set at 75% of salary inflation. The future salary inflation assumption of 6.3% per annum, was set
to be 1.00% above expected CPl inflation. Thus a maximum subsidy inflation assumption of 4.7% per annum was
used. The next increase to the maximum subsidy was assumed to oceur with effect from 1 July 2026.

Reconciliation of Employee benefit obligation

Post employment medical aid subsidy lability 20,596,000 17,791,000
Leave Accrual 17,437,280 15,560,020
13th Cheque Accrual 2,847,872 2,734,918

40,881,152 36,085,938

Accrual for 13th cheque and leave pay

Accruals for 13th cheque amounts to one month's basic salary payable once in the financial year. The 13th cheque
will be pro-rated for empoyees commencing employment during the year and have not completed a full year of
service.

Accrual for leave pay relates to employees’ entitlement to annual leave that is due as a result of services rendered
by employees up to reporting date. The accrual has been calculated based on salary rates effective on the reporting
date.

8. Receivables from exchange transactions

Prepaid expenses 1,400,152 1,400,152
Salaries and bank clearing account 747,540 769,037
Accrual- Interest on calfl deposit 530,507 218,630
Other debtors 394,532 394,297
Less: Allowance for doubtful debt - 235

3,072,731 2,782,351
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8. Receivables from exchange transactions (continued)

Prepaid Expenses- Payment made relates to procurement of Municipal Offices at Ventersdorp which were

procured through attorney Toka Machabaphala

Salaries and bank clearing account- Relates to Staff debtors {Overpayments made)

Accrual-Interest on call deposit- Accrued interest earned on fixed deposit investment with Absa bank

Other debtors- Payments made errously to suppliers

Receivables from 0-6 MONTHS  7TO 12 13 TO 24 OVER 2 Total

exchange transactions MONTHS  MONTHS YEARS

Prepaid expenses - - 1,400,152 - - 1,400,152

Salaries and bank clearing - - 747 540 - - 747,540

account

Accrual- Interest on call deposit 530,607 - - - - 530,507

Other debtors - - 174,428 219,869 - 394,297

Less: Allowance for doubtful - - - 235 - 235

debt

Subtotal 530,507 - 2,322,120 220,104 - 3,072,731
530,507 -« 2,322120 220,104 - 3,072,731

9. Receivables from non-exchange fransactions

Receivables from non-exchange revenue-Equitable share

166,000

Receivables from non-exchage transaction result from shortfall amounting to R166 thousand on transfer of third
trench Equitable share {which was scheduled to be received on the 12 March 2025 as per the NT Payment
schedule). Management wrote to National treasury alerting them of the shortfall and in response the National
treasury admitted and commited to transfer the shortfall amounting to R166 thousand during the 2025/2026

Financial year..

Heading 0-6 MONTHS

Receivables from non exchage

10. VAT receivable

VAT Control
VAT Input Accrual

VAT 201 returns are submitted monthly on a payment basis

11. Cash and cash equivalents

Cash and cash equivalents consist of;

7TO12 13TO 24 OVER 2 Total
MONTHS MONTHS YEARS
166,000 - - 166,000
557,289 1,005,408
1,237,986 -
1,795,285 1,005,408
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11. Cash and cash equivalents (continued)

Cash on hand 6,600 6,600

Bank balances 13,420,488 15,068,507

Short-term deposits 30,000,000 30,000,000

Not reconciled items/Payments not cashed at 30 June - 6,600

Take on - 2,382
43,427,088 45,084,089

The municipality had the following bank accounts

Account number / description Bank statement balances

Cash book balances

June 30, 2025 June 30, 2024 June 30, 2023 June 30, 2025 June 30, 2024 June 30, 2023

Current account (Primary bank
account ABSA Klerksdorp
account no:950000627

Current Account Local
Government support Grant Absa
Account no:4056438304
Absa-Investment Fixed deposit -
20-8162-8405

Fixed deposit Investments-
Standard bank-038659190-313
Agency Take an - 2,382

12,295,811 13,978,821

1,131,277 1,096,286

30,000,000
30,000,000 -

58,820,905

1,044,868

12,295,811

1,131,277

30,000,000

13,985,421

1,096,286

30,000,000

2,382

55,737,506

1,044,868

Total 43,427,088 45,077,489

59,865,773

43,427,088

45,084,089

56,782,374

59



Dr Kenneth Kaunda District Municipality

Annual Financial Statements for the year ended 30 June 2025

Notes to the Annual Financial Statements

Figures in Rand 2025 2024

12, Accumulated surplus

Ring-fenced internal funds and reserves within accumulated surplus - 2025

Capital Total
replacemert
reserve
Opening balance 1,588,167 1,588,167
Ring-fenced internai funds and reserves within accurulated surplus - 2024
Capital Total
replacement
reserve
Opening balance 1,588,167 1,588,167
13. Unspent conditional grants and receipts
Unspent conditional grants and receipts comprises of:
Unspent conditional grants and receipts
Energy & demand side mng grant 103 -
Fire support grant 3,000 - 2,835
Rural Roads Asset Management Grant 1 165
3,104 3,000

14. Long service award liability

At the previous valuation, it was understood that there is no award upan reaching 5 years of service, At this
valuation, it was established that there is a 5-year award of 5 leave days.

The Municipality offers employees LSA for every five years of service completed, from five years of service to
45 years of service, inclusive.

The Municipality indicates that employees’ costs to councll, referred to as “earnings” in the Actuarial valuation
of the net defined liability report, are used to determine the Rand value of LSA.

In the month that each "Completed Service” milestone is reached, the employee is granted an LSA. Working
days awarded
are valued at 1/250th of annual earnings per day.

In estimating the LSA net defined benefit of the Municipality a number of actuarial assumptions are required.

The GRAP
25 Statement places the respaonsibility on management to set these assumptions, as guided by the principles

set outin the
Statement and in discussion with the actuary.
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14. Long service award liability (continued)

It should be noted that the valuation method and assumptions do not affect the ultimate cost of the LSA
arrangement — this

is determined by actual experience and by the benefits provided. The method and assumptions influence how
the DBO and Current-Service costs are recognised over time

Eligible employees were checked for completeness of date of birth, date of employment, gender, personnel
sub-area and
earnings. Enquiries were made regarding any gaps in the data that were found

In addition, the following data checks were performed:

» dates are valid;

» ages within reasonable ranges;

» periods of employment within reasonable ranges, and consistent with dates of hirth;

+ genders, dates of birth and employment are consistent with any available prior year's data;
+ genders and dates of birth are consistent with any ID numbers provided;

» ages at the time of employment are reasonable;

» earnings within reasonable ranges;

+ changes in earnings are reascnable when compared to any available prior year data.

The following statistics were calculated and compared for reasonability with the correspanding statistics as at
the previous

valuation:

+ average age and earnings-weighted average age;

+ average past service and earnings-weighted average past service; and

+ average monthly earnings.

Where information was not clear or not provided, the valuation was conducted on the premise that the
information provided
was correct or appropriate assumptions were made

Discount Rate

GRAP 25 stipulates that the choice of this rate should be derived from government bond
yields consistent with the estimated term of the DBO. However,

where there is no deep market in government bonds with a sufficiently long maturity to
match the estimated term of all the benefit payments, current market rates of the
appropriate term should be used to discount shorter term payments, and the discount
rate for longer maturities should be estimated by extrapolating current market rates
along the vield curve

Consequently, a discount rate of 10% per annum has been used. The corresponding
liability-weighted index-linked yield is 5.3%. These rates do not reflect any adjustment
for taxation, and were deduced from the interest rate data obtained from the JSE after
the market close on 28 June 2025,

These yields were obtained by calculating the duration of the DBO and then taking the fixed-interest and
index-linked yields from the respective yield curves at that duration using an iterative process (because the
yields depend on the duration, which in turn depends on the DBO). The duration of the DBO was
estimated to be 8.75 years,

Earnings Inflation Rate
This assumption is required to reflect the estimated growth in earnings of the eligible employees until
retirement. It is important in that the LSA are based an an employee’s earnings at the date of the award.
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14. Long service award liability {continued)

The assumption is traditionally split into two components, namely general earnings inflation and promotional
earnings escalation. The latter is considered under demographic assumptions.

General Earnings Inflation Rate

This assumption is more stable relative to the growth in Consumer Price Index (CPI) than in absolute terms. In
most industries, experience has shown, that over the long-term, earnings inflation is between 1.0% and 1.5%
above CPl inflation. The CPlinflation assumption of 4% per annum was obtained from the differential between
market vields on index-linked bonds (5.3%) consistent with the estimated terms of the DBO and those of
nominal bonds (10%) with a risk premium adjustment for the uncertainty implicit in guaranteeing real increases
{0.50%). Thus, a general earnings inflation rate of 5% per anhum over the expected term of the DBO has been
assumed, which is 1.00% higher than the estimate of CPI inflation over the same term. This assumption
reflects a net discount rate of 4.8%. It was assumed that the next general earnings increase will take place on 1
July 2026,

The Municipality does not pay any pro-rata LSA.

Reconciliation of Long Service Award

Defined benefit Obligation (5,602,000) (4,798,000)
Current service cost (564,000) {(468,000)
Interest cost (554,000) 620,000
Expected benefits vesting 1,291,000 (509,000)
Actuarial Gain 135,000 {449,000)
(5,294,000) (5,602,000)
Long Service Award
Current portion (212,600) (1,291,000)
Non-current portion (5,082,000) (4,311,000}
(5,294,000} (5,602,000)
15. Revenue
Sale of tender documents 3,478 20,957
Fees earned - 103,810
Commissions received 17,133 135,744
Licensing and permits 1,374,873 659,960
interest received - investment 5,723,356 9,178,792
Government grants & subsidies 228,286,446 222,258,561

235,405,286 232,357,824

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

Sale of tender documents 3,478 20,957
Fees earned - 103,810
Commissions received 17,133 135,744
Licensing and permits 1,374,873 659,960
Interest received - investment 5,723,356 9,178,792

7,118,840 10,099,263
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15. Revenue (continued)

The amount included in revenue arising from non-exchange transactions

is as follows:

Taxation revenue
Transfer revenue
Government grants & subsidies

16. Investment revenue

Interest revenue
interest revenue
Investment and call deposit

17. Transfer and subsidies

Other subsidies

Busaries Non Employees

Dr Kenneth Kaunda Economic Development Agency

SMME Spaort support (N12 Marathon)

Merit Bursaries Community & SMME support Arts and Culture

18. Government grants & subsidies

Operating grants

Equitable share

Disaster Capacity Grant-(NW COOP & TRAD AFFAIRS)
LG Seta Mandatory grant

Expanded Public Works Program

Firance Management Grant

RSC Replacement Grant

Rural Road Assets Management System Grant

Enargy and efficincy demang side management grant

228,286,446 222,258,561

2,951,348 2,363,082
2,772,008 6,815,710
5,723,356 9,178,792
181,552 61,759

- 3,508,563

329,000 -
890,662 621,288
1,401,214 4,191,610
33,603,000 32,150,000
- 300,000

1,094,549 2,592 561
1,122,000 2,177,000
1,000,000 1,000,000
184,806,000 181,398,000
2,761,000 2,641,000
3,999,897 -

228,286,446 222,258,561
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18. Government grants & subsidies {continued)
Conditional and Unconditional
Included in above are the following grants and subsidies received:

Conditional grants received 9,977,446 8,710,561
Unconditional grants received 218,309,000 213,548,000

228,286,446 222,258,561

Equitable share

Current-year receipts 33,477,625 32,150,000
Transferred to revenue {33,503,000) (32,150,000)
(25,475} -

The balance result from shortfall amounting to R166 thousand on transfer of Second trench Equitable share
{which was scheduled to be received on the 04 December 2024 as per the NT Payment schedule).
Management wrote to National treasury alerting them of the shortfall and in response the National treasury
admitted and commited to transfer the shortfall amounting to R166 thousand during the 2025/2026 Financial
year.

Fire Support Grant

Fire support grant 2,835 2,835

LG Seta Mandatory Grant

Current-year receipts 1,094,549 2,592,561
Conditions met - fransferred to revenue (1,094,549) (2,592,561)

Expanded Public Works Program

Current-year receipts ' 1,122,000 2,177,600
Conditions met - transferred to revenue (1,122,000) (2,177,000)

Finance Management Grant

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

RSC Replacement Grant

Current-year receipts 184,665,475 181,398,000
Transferred to revenue (184,8086,000)(181,398,000)
{140,525) -
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18. Government grants & subsidies (continued)

Rural Road Asset Management Grant

Balance unspent at beginning of year 166 166

Current-year receipts 2,761,000 2,641,000

Conditions met - transferred to revenue (2,761,000) (2,641,000)
166 166

Disaster Capacity Grant- (NW COOP GOV & TRAD AFFAIRS)

Curreni-year receipts - 300,000

Conditions met - transferred to revenue - {300,000}

Energy and efficiency demand side grant

Current-year receipts 4,000,000 -

Conditions met - transferred to revenue {(3,999,897) -
103 -
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19. Employee related costs
Basic 88,991,244 80,276,679
Medical aid - company contributions 7,360,040 6,197,110
UIF 410,807 340,438
Bargaining Council 25,344 21,372
Leave pay provision charge 3,896,705 3,474,432
Cell phone allowance 1,608,542 1,367,622
Defined contribution plans 2,081,000 3,064,964
Overtime payments 224,952 319,612
Long-service awards 1,915,140 892,235
13th Cheques 7,007,721 5,735,295
Acling allowances 1,815,899 1,611,504
Car allowance 11,114,655 10,625,845
Housing benefits and allowances 615,381 599,464
Cash Gratuity allowance 54,240 106,477
Standby Allowance 983,017 1,523,599
Group life Insurance- Council contribution 971,502 814,367
Pension fund- Council contribution 14,553,552 12,874,534
Danger allowance 517,297 465,000
144,145,038 130,310,549
Remuneration of municipal manager- MJ Ratihogo
Annual Remuneration 1,130,697 1,065,516
Car Allowance 180,000 180,000
Other alfowances-cellphone 30,000 30,000
Ad-hoc subsistance and travel 1,107 -
Cash gratuity allowances 20,340 20,340
Bonus 88,094 88,793
Leave sold 44,315 43,033
1,494,553 1,427,682
Remuneration of chief finance officer-L Steenkamp
Annual Remuneration 288,918 799,296
Car Allowance 45 387 171,600
Bonus 17,930 66,608
Other allowances-celiphone 6,348 24,000
Ad-hoc subsistance and travel - 2,918
Leave sold 203,127 33,202
Cash gratuity allowances 5,380 20,340
567,090 1,117,964

CFO Extended Contract ended 4 Qctober 2024
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19. Employee related costs (continued)
Remuneration of Senior manager Corporate services-SC Abrams
Annual Remuneration 19,500 201,488
Car Allowance - 7,636
Cash gratuity allowances - 6,472
Leave sold - 108,740
Car allowance/Traveliing allowance . 113,839
Bonus “ 30,503
19,500 468,676
Senior Manager Corporate services resigned on the 26 October 2023.
Remuneration of Chief Audit Executive-8G Mtemekwana
Annual Remuneration 1,335,447 594,804
Cell phone Allowance 24,000 24,000
Ad-hoc subsistance and travell 2,314 -
car allowance/Fravell allowance 313,056 313,056
Leave sold 19,319 29,052
Cash gratuity allowances 20,340 20,340
1,714,476 981,252
Remuneration of Director District Economic Development-RM Rampedi
Annuat Remuneration 1,458,970 756,300
Cell phone Allowance 24,000 24,000
Car allowance/Travelling allowance 120,000 120,000
Bonus 65,074 60,604
Leave sold 19,319 29,052
Cash gratuity allowances 20,340 20,340
1,707,703 1,010,296
Remuneration of Director Community Services-MA Metswamere
Annual Remuneration 852,876 791,592
Car Allowance 180,000 180,000
Leave sold 10,446 55,189
Cell phone allowance 24,000 24,000
Bonus 71,073 65,966
Cash gratuity allowances 20,340 18,645
1,158,735 1,135,392

Precautionary suspension since 10 May 2023.
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19. Employee related costs (continued)
Acting CFO- JM Brown (5 October 2024-30 June 2025)
Acting allowance 64,914
Cell phone Allowance 4,938
69,852

Mrs J Brown was appointed as CFO and resumed duties on 1 July 2025
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19. Employee related costs (continued)

Acting Director Corporate services-MB Molefe

Annual Remuneration - 24 864

Celt phone Allowance - 2,752
- 27,616

Acting Director Community services CP Mofokeng

Annual Remuneration - 8,052

Cell phone Allowance - 850
- 8,902

Acting Director Corporate Services-LM Ramorola {1-31August 2024 and 1-31 October 2024)

Annual Remuneration 30,486 55,032

Cell phone Allowance 3,400 6,064

33,886 61,096

Acting Director Community Services- KA Sothoane (1 July 2024- 31 October 2024) & (1 May 2025 to

date)

Annual Remuneration 44 974 54,874

Cell phone Allowance 5,100 7,585
50,074 62,469

Acting Director Corporate services-Octavius Baloyi (1 November 2024- to

date)

Acting Allowance 67,823 -

Cell phone Allowance 4 850 -
72,773 -

Acting Director Community Services-Tumelo Mosebi (1 November 2024-

30 April 2025)

Acting Allowance 53,680 -

Cell phone Allowance 4,250 -
57,830 -

20. Remuneration of councillors

Executive Major 1,084,591 1,043,854

Mayoral Committee Members 3,555,626 4,131,215

Speaker g 877,080 845,714

Counciliors 5,325,348 5,335,460

Single Whip 825,872 802,937

11,668,517 12,159,180

69



Dr Kenneth Kaunda District Municipality

Annual Financial Statements for the year ended 30 June 2025

Notes to the Annual Financial Statements

Figures in Rand

2026

2024

20. Remuneration of councillors (continued)

Additional information

The salaries, allowance and benefits of councillors are within the upper limits of the framework envisaged in

section 219 of the Constitution of South Africa.
21. Depreciation and amortisation

Property, plant and equipment
Intangible assets

22. Auditors' remuneration

Fees

23. General expenses

Assessiment rates & municipal charges
Auditors remuneration

Bank charges

Fines and penalties

Hire Charges

Insurance

Conferences and seminars

Skills development levy

IT expenses

Compensation commssioner

Motar vehicle expenses

Printing and stationery

Protective clothing

License fees/communications
Subscriptions and membership fees
Telephone and fax

Travel and subsistance

Training

Toll gate fees

Office rental

Business expenses councillors and directors
Events and campaigns
Consumables

24. Contracted services

Presented previously

Qutsaorced Services

Repairs and maintenance/Maintenance of equipment
Consultants and Proffessional Services

Contractors

3,452,436 2,727,888
2,249,213 814,453
5,701,649 3,542,341
5,866,284 5,033,383
1,738,348 1,496,255
5,866,294 5,033,353
260,242 222,885

- 3,979
1,116,947 16,045,244
891,318 1,817,828
393,592 822,113
1,446,223 955,588
2,386,838 3,831,240
1,498,935 746,521
183,814 186,362
74,470 53,786
402,792 467,504
191,188 370,391
1,632,003 1,518,581
780,825 1,062,250
1,454,855 1,655,142
1,488,041 2,947,556
2,128 2,108
4,939,730 4,458,605
119,804 106,165
2,397,168 5,692,308
2,950,041 6,503,220
32,115,597 55,898,983
15,652,862 20,199,923
2,057,082 1,084,873
15,402,755 13,588,947
7,693,228 8,613,289
40,805,927 43,487,032
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24. Contracted services (continued)

The expenses for repairs and maintenance (maintenance of assets and equipment) for the current year as at

30 June 2025 amounts to R2 057 082.00 and R1 084 873.00 for the prior year

25. Cash generated from {used in) operations

Deficit

Adjustments for:

Dapreciation and amortisation

Gain {loss) on discontinued operations
Movements in retirement benefit assets and liabilities
Changes in working capital:

Receivables from exchange transactions

Vat receivables

Other receivables from non-exchange transactions
Payables from exchange transactions

VAT

Payables from non-exchange

Unspent conditional grants and receipts

26. Operating deficit

Operating deficit for the year is stated after accounting for the following:
Loss on sale of property, plant and equipment

Gain {loss) on sale of non-current assets held for sale and net assets of disposal
groups

Amortisation on intangible assets

Depreciation on property, plant and equipment
Employee costs

27. Financial instruments disclosure
Categories of financial instruments
2025

Financial assets

Receivables from exchange transactions
Cash and cash equivalents

Financial Habilities

Payables from exchange transactions

(2,893,441) (20,565,723)

5,701,849
54,541
4,487,213

(290,380)
(30,186,106)
(166,000)

3,542,341
(30,361)
21,060,938

1,429,956
819,437

3,680,893 (29,421,257)

29,396,229
864
104

(¢3,74é)

9,685,666 (23,178,411)

(1,990,244)

54,541

2,249,213
3,452,436

(3,239,213)
(30,361)

814,453
2,727,888

155,813,655 142,469,729

At amortised Total
cost
1,672,579 1,672,579
43,427,088 43,427,088
45,099,667 45,099,667
At amortised Total
cost
12,004,451 12,004,451
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27. Financial instruments disclosure {continued)
2024
Financial assets
At amartised Total
cost
Receivables from exchange transactions 1,382,199 1,382,199
Cash and cash equivalents 45,084,089 45,084,089
46,466,288 46,466,288
Financial liabilities
At amortised Total
cost
Payables from exchange transactions 8,423,459 8,423,459
Financial assets past due but not 0-6 Months 7-12 Months 13-24 Months Over 2 Years Total
impaired-2025
Salary and Bank Clearing Account - 120,925 493,403 747,540
Accrual - Interest on call deposit 530,507 - - 530,507
Other Debtors - - 220,104 394,532
530,507 120,925 713,507 1,672,579
Non-Exchange Transactions 166,000 - - 166,000
Financial assets past due but not 0-6 Months 7-12 Months 13-24 Months Over 2 Years Total
impaired-2024
Salary and Bank Clearing Account 103,810 - 394,636 633,741
Accrual - Interest on call deposit 218,630 - - 218,630
Other Debtors 174,428 - 235 529,827
496,868 - 394,871 1,382,198
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28. Operating Leases
Operating leases - as lessee (expense)

Minimum lease payments due

- within one year - 1,136,850
- in second to fifth year inclusive 1,136,850 1,800,013
- later than five years - -

1,136,850 2,936,863

Hestifusion (Pty) LTD T/A Nashua North West:

Nature of the lease:

The lease agreement is between Hestifusion{ PTY) LTD and Dr Kenneth Kaunda District Municipality to lease
printers.

Terms of the lease

The lease agreement shall be for a petiod of 36 months commencing from 1 February 2023

Amount of the lease

The lease rental amount is R84 737.51 val exclusive with an annual increase of 0.0%

Matiosana City Council;

Nature of the lease

The lease agreement is between City of Matlosana Local Municipality and Dr Kenneth Kaunda District
Municipality to lease property situated in Orkney, Civic center, Patmore Road to Occupy as Municipal offices.
Term of lease

The Municipality will occupy the property in terms of the lease agreement as from 1 February 2002 for an
indefinite period. Either party may cancel this lease agreement on 3 (three} months written notice

Amount of the lease:

The lease amount for the current financial year is R87 413.88 vat exclusive (No liability calculated as lease can be
cancelled

within three months)

Colombia Falls properties 80 {PTY) L.TD:

Nature of the lease:

The lease agreement is between Colombia Falls Properties 80 (FTY) LTD and Dr Kenneth Kaunda District
Municipality to lease municipat offices at Orkney, Civic center ,Patmare road (opposite City of matlosana Building)

Amount of the fease
The lease amount for the current financial year is R233 846.05 vat exclusive
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29. Contingencies

The municipality is currently engaged in litigation which could resuit in damages / costs being awarded against
Council if claimants are successful in their actions. The following are the estimates

Contingent liabilities.

Dr KKDM 56868/2012 . - -
The procurement process followed for photocopy machines was flawed and the 1,518,461 1,518,461
contract was deemed {o be nulf and void. The agreement was terminated and the

rights of the Master Rental Agreement were then ceded by Toshiba to Merchant

West Asset Rentals (MW Rentals). The litigation matter is still ongoing. The

potential cost to DR KK amounts to R1 518 461.

br KKDM JR 2114/ 18 - -
The applicant brought forward an unfair dismissal dispute following the 950,000 950,000
termination of his fixed term employment contract in 2017, The litigation matter is

still ongoing. The potential cost to DR KK amounts to R950 000..

Dr KKDM 172 / 2019 - -
A disciplinary hearing arose as a result of the manger for legal services not being 292,340 292,340
compensated for services rendered. The matter is still ongoing. The potential cost

to DR KK amounts to R292 344Q..

Dr KKDM JS366/21 & JS532/21 - -
JS366/21 - Applicant referred a dispute to the Labour Court averring that he has - 270,000
heen victimized by the Respondent by making working conditions unbearable

following his suspension in April 2021,

JS 532/21 - Applicant alleged that the Respondent appointed Manager

Administration and Records Management without proper qualifications. He

claimed compensation for the humiliation caused by the appointment of the said

employee.

The manager has subsequently went on retirement in the 2024/2025 Financial

Year and has agreed to withdraw the matter and serve a natice of withdrawal.

Dr KKDM NW/KLD/RC-63/21 . -
The applicant alleges that the Municipality is indebted to them after services were . 241,000 241,000
rendered to install braai stands in parks around the district. The Municipality

denies the claim as there was no formal procurement process followed and an

agreement was established that the applicant was donating the braai stands. The

matter is still ongoing. The potential cost to DR KK amounts to R241 000.

Disciplinary Hearing: Manager Legal Services - -
The disciplinary hearing of Manager Legal Services stems from his precautionary - 300,000
suspension on 8th April 2021.The matter has subsequently been closed as the

employee has gone on retirement..

Disciplinary Hearing: Manager L.egal Services - -
The disciplinary hearing of Manager Legal Services stems from his precautionary - 200,000
suspension on 8th April 2021.

The matter has subsequently been closed as the employee has gone on

retirement.
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29. Contingencies (continued)

Disciplinary Hearing: Senior Manager LED & Planning - -
During a disciplinary hearing held, the senior manager raised points that 700,000 700,000
allegations of financial misconduct must be referred to the appropriate committee.

The points that were provisionally upheld by the chairperson pending the

Municipality referring the charges to the Financial Misconduct Board. The matter

is still ongoing. The potential cost to DRK KK amounts to R700 600.

Dr KKDM JS 224/23 - -
The applicant brought an application against the Municipality and the Executive 200,000 200,000
Mayaor for unfair discrimination in the Labour Court. The matter is still ongoing.

The potential cost to DR KK amounts to R200 000,

Dr KKDM M423 1 2023 - -
Our attorneys issued an application to compel Spar to comply with the By-Law in 200,000 200,000
relation to the transgression of the Noise Control By-laws . Costs reserved to be

argued and therefore the matter is still ongoing. The potental cost to DR KK

amounts to R200 000.

Dr KKDM M631 /22 - -
The Municipality was served Notice of Motion filed by applicants seeking a court - 300,000
order directing the Municipality to furnish them with the SLA within 15 days of the

order being granted, further directing the Municipality to pay the costs of the

application on attorney and client scale as well as provide alternative relief The

matter has subsequently been finsalised.

Dr KKDM NWKD 2498/23 - -
Both senior managers brought an unfair labour practice grievance in relation to - 400,000
unfair suspension.The arbitration was heard and commissioner handed

down the arbitration award. The matter was subsequently finalised.

Review Application DrKKDM//Senior Manager Community Services - -
The Municipality instituted a review application against the arbitration award 400,000 400,000
issued against the Municipality. The matter is still ongoing. The potential cost to

DR KK amounts to R400 000.

4,501,801 5,971,801

Contingent assets
Summons - Recovery Dr KKBM // Former Manager Administration and Records - -
Management & Accountant Expenditure Case no:4342/25

A summons was issued to individuals who are alleged to have committed theft 1,123,878 -
and money laundering against the Municipality. The Defendants made an offer to
pay the amount the Municipality is claiming on the Summons.

1,123,978 -
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30. Related parties

Relationships
Controlied entities

Members of Council

Members of key management

Related party balances/ transactions

Transfer payments grants
DR Kenneth Kaunda District Municipality economic agency

Remuneration of municipal manager- MJ Ratlhogo
Annual Remuneration

Car Allowance

Other aliowances-cellphone

Ad-hoc subsistance and travel

Cash gratuity allowances

Bonus

Leave sold

Remuneration of chief finance officer-L Steenkamp
Annual Remuneration

Car allowance

Bonus

Other allowances-cellphone

Ad-hoc subsistance and travel

Leave sold

Cash gratuity allowances

Extended Contract ended 4 October 2024

Dr Kenneth Kaunda District Municipality

Economic Agency (Liquidated)

Refer to General information page 1 & 2 for

Councillors' names and relations
MdJ Ratlhogo-Municipal Manager

L Steenkamp- CFO {Extended Contract ended 4

QOctober 2024)

SG Mtemekwana- Chief Audit Executive
RM Rampedi-Director LED and Planning
MA Metswamere- Director Community services

{On suspension)
J Brown-Acting CFO

Lerato Ramorola-Acting Director Corporate

Services

Sothaone KA-Acting Director Community

services

O Baloyi- Acting Director Corporate services
T Mosebi- Acting Director Community services

- 3,508,563
1,130,697 1,065,516
180,000 180,000
30,000 30,600
1,107 -
20,340 20,340
88,004 88,793
44,315 43,033
1,494,553 1,427,682
288,918 799,296
45,387 171,600
17,930 66,608
6,348 24,000

- 2,918

203,127 33,202
5,380 20,340
567,090 1,117,964
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30. Related parties (continued)

Remuneration of Senior manager Corporate services-SC Abrams

Annual Remuneration 19,500 201,486

Car allowance - 7,636

Cash gratuity allowances - 6,472

Leave sold - 108,740

Bonus - 30,503

Car Allowance - 113,839

19,500 468,676

Senior Manager Corporate services resigned on the 28 October 2023.

Remuneration of Chief Audit Executive-SG Mtemekwana

Annual Remuneration 1,335,447 594,804

Cell phone Allowance 24,000 24,0600

car allowance/Travell allowance 313,056 313,056

Leave sold 19,319 29,052

Cash gratuity allowances 20,340 20,340

Ad-hac subsistance and travel 2,314 -
1,714,476 981,252

Remuneration of Director District Economic Development-RM Rampedi

Annual Remuneration 1,458,970 756,300

Cell phone Allowance 24,000 24,000

Car allowance/Travelling allowance 120,000 120,000

Bonus 55,074 60,604

Leave sold 19,319 29,052

Cash gratuity allowances 20,340 20,340
1,707,703 1,010,296

Remuneration of Director Community Services-MA Metswamere

Annual Remuneration 852,876 791,692

Car allowance 180,000 180,000

Leave sold 10,446 55,189

Cell phone allowance 24,000 24,000

Banus 71,073 65,966

Cash gratuity allowances 20,340 18,645
1,158,735 1,135,392

Precautionary suspension since 10 May 2023.

Acting CFO-JM Brown (5 October 2024 -31 May 2025)

Acting Allowance 64,914 -

Cell phone Allowance 4,938 -

69,852 -

Mrs J Brown was appointed as CFO and resumed duties on 1 July 2025

Acting Director Corporate services-MB Molefe

Acting Allowance - 24,864
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30. Related parties (continued)
Cell phone Allowance - 2,752

- 27,616

Acting Director Community services -CP mofokeng

Acting Allowance - 8,052
Cell phone Allowance - 850
- 8,902

Acting Director Corporate Services-LM Ramorola (1-31August 2024 and
1.31 October 2024)

Acting Allowance 30,486 55,032
Cell phone Allowance 3,400 6,064
33,886 61,096

Acting Director Community Services- KA Sothoane( 1 July 2024- 31
October 2024) & (1 May 2025 to date)

Acting Allowance 44,974 54,874
Cell phone Allowance 5,100 7,585
50,074 62,469

Acting Senior Manager Corporate Service-Octavius Baloyi (1 November

2025 to date)

Acting Allowance 67,823 -

Cell phone Allowance 4,950 -
72,773 -

Acting Senior Manager Community services-Tumelo Mosebi (1 November

2024- 30 April 2025)

Acting Allowance 53,680 -

Cell phone Allowance 4 250 -
57,830 -
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30. Related parties (continued)

Key management information

Class Description Number
Executive Mayor Executive Authority 1
Speaker Executive Authority 1

Single Whip Executive Autharity 1
Member of Mayoral Council Executive Authority 8
Chairperson sec 78 Committees Executive Authority 3
Chairperson of MPAC Executive Authority 1
Counciliors (Full time)/Directly elacted Executive Authority 8
Councillors (Part time) Exacutive Authority 19

Remuneration of key management

Management class: Councillors
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Figures in Rand 2025 2024

31. Prior period errors
The prior period adjustments were made up as follows:

The take onh from Agency in addition to other movements in the Municipality in the current year, resulting in
the following:

1) An increase in VAT payables of R2 844 126.

2) A decrease in payables of R6 791 077.

3) A decrease in Property, Plant and Equipment of R443 518.

4) An increase in intangible assets of R673 640.

5) A decrease in Investment in Subsidiary of R120.

6) An increase in Cash and Cash Equivalents of R6 508 046

7) A decrease in Retained Earnings of R2 897 157

The correction of the error(s) results in adjustments as follows:
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31. Prior period errors {continued)

Statemement of financial position and Statement of Financial

performance
2023/24 2022123
VAT Payable - (2,844,126)
Payables from exchange transactions - {6,791,077)
Property, Plant and Equipment - (443,519)
intangible Assets - 673,640
Retained Earnings/Accumulated surplus - 2,887,157
Investment in subsidiary - (120)
Cash and cash equivalent - 6,508,046
Net assets adjustment - -
Prior Period Error Total
Audited Adjustment
Balance

VAT Payables - (2,844,126) (2,844,126)
Payables from exchange transactions (19,927,321) 11,503,860 (8,423,461 }
Property, Plant and Equipment 51,243,223 (443,519) 50,799,704
Intangible Assets 8,045,108 673,840 8,718,748
Investment in subsidiary 120 (120) -
Cash and Cash Equivalents 38,576,043 6,508,046 45,084,089
Employee Benefit Obligation - (18,979,938) (18,979,938)
Retained Earnings (60,825,900) 2,897,157 (57,928,743)
Post Employment Medical Aid Liability {685,000) 685,000 -

16,426,273 - 16,426,273

Prior Periad Error Relating to Disclosure (GRAP Reclassification):

Bonus provision and the leave liability provision does not mest the requirements of GRAP 104 Financial
instruments, but should instead be classified as an employee beneift obligation as per GRAP 25,

Bonus provision and the leave liability provision have therefore been reclassified from payables to employee benefit
obligation.

The reclassification resulted in the following:
1) An increase in employee benefit obligation of R18 979 938

2) A decrease in payables of R18 294 938
3) A decrease in post employment medical aid liability of R685 000
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32. Risk management
Financial risk management
Liquidity risk

The municipality's risk to liquidity is a result of the funds available to cover future commitments. The municipality
manages liquidity risk through an ongoing review of future commitments and credit facilities.

The table below analyses the municipality's financial liabilities into relevant maturity groupings based on the
remaining period at the statement of financial position to the contractual maturity date. The amounts disclosed in
the table are the contractual undiscounted cash flows. Balances due within 12 months equal their carrying balances
as the impact of discounting is not significant.

At 30 June 2025 Lessthan1  Between 1 Between 2 Over b years
year and 2 years  and 5 years
Payables from non-exchange transactions 348,023 - - - -
Payables from exchange transactions 12,004,451 - - - i
12,352,474 - - - -
At 30 June 2024 Less than1  Between 1 Between 2 Over 5 years
year and 2 years and 5 years
Payables from non-exchange transactions 347,159 - - - -
Payables from exchange transactions 8,423,459 - - - -
8,770,618 - - - -
Credit risk

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

Trade receivables comprise a widespread customer base. Management 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 experience and other factors. Individual risk limits are set based on internal or external ratings in accordance
with limits set by the board. The utilisation of credit limits is regularly monitored. Sales to retail customers are settled
in cash or using major credit cards. Credit guarantee insurance is purchased when deemed appropriate.

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

Financial instrument 2025 2024
Receivables from exchange fransactions 1,672,579 1,382,199
Cash and cash equivalents 43,427,088 45,084,089

33. Going concern

We draw attention to the fact that the below figures are in rands and at June 30, 2025, the municipality had an
accumulated surplus (deficit) of 55,035,306 and that the municipality's total Assets exceed its Liabilities by
55,035,306,

The annual financial statements have been prepared on the basis of accounting policies applicable to a going
concern. This basis presumes that funds will be available to finance future operations and that the realtsation of
assets and settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of
business.
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34. Unauthorised expenditure
Opening balance as previously reported

Add: Unauthorised expenditure - current
Add: Unauthorised expenditure - prior period
Less: Amount recovered - current

Less: Amount recovered - prior period

Less: Amount authorised - current

Less; Amount authorised - prior period

Closing balance

35. Fruitless and wasteful expenditure

Opening balance as previously reported

Add: Fruitless and wasteful expenditure Prior period Agency
Add: Fruitless and wasteful expenditure identified - Current
Less: Amount recovered - current

Less: Amount recovered - prior period

Less: Amount written off - current

Less: Amount written off - prior periad

Closing balance

75,698,064

72,189,501

3,608,563

75,698,064

75,698,064

12,372,036
646,600
120,905

12,133,575
238,461

13,139,541

12,372,036

The total amount of R120 905 relate to Payments erroneouly made to staff and the R646 800 relate to Agency

Take on.

36. Irregular expenditure

Opening balance as previously reported

Add: Irregular expenditure - current

Add: Irregular expenditure - prior period Agency
Opening balance as Re-stated

Add: irregular expenditure - current

Add: Irregular expenditure - prior period Agency
Less: Amount recovered - current

Less: Amount recovered - priot period

Less: Amount written off - current

Less: Amount written off - prior period

Closing balance

349,405,775 302,112,269

349,405,775 302,112,269

27,967,629 47,293,506
9,119,494 -
386,492,898 349 405,775
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Dr Kenneth Kaunda District Municipality

Annual Financial Statements for the year ended 30 June 2025

Notes to the Annual Financial Statements
Figures in Rand 2025 2024

37. Additional disclosure in terms of Municipal Finance Management Act (continued)
Pension and Medical Aid Deductions

Current year subscription / fee 21,913,592 19,071,643
Amount paid - current year (21,913,592) (19,071,643)
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2025

2024

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

Deviation from supply chain management regulations

In terms of section 36 of the Municipal Supply Chain Management Regulations any deviation from the Supply
Chain Management Policy needs to be approved by the Accounting officer and noted by Council.
Deviations from Supply chain management processes were identified during the year and have been approved

by the Accounting officer and reported to Council.

Incident

Kishugu Avlation (Pty} Ltd-The DRMC used the services of Kishugu Aviation to
extinguish Velds Fires to assist embattled Farmers-Procurement done through
Regulation 36 (1){(a)(ii) if such goods and services are produced or available from a
single provider only;

Hasler Business Systems KKDM-(Annual Fees: Franking Machine} and purchase of
ink-Procurement done through Regulation 36 ( 1)}a)(ii) If such goods and services are
praduced or available from a single provider only; (annual maintenance and license
fees)

Adapt T (renewal of caseware ficense/Caseware KKDM D6/22-Procurement done
through Regulation 36 (1)(a)(ii} If such goods and services are produced or available
from a single provider only;

Oranje Toyota Klerksdorp T/A GFAQ Mobility Pty 1.td-Repairs of the Toyota Quantum
Registration no: FMC 374 NW-Procurement done through Regulation 36 (1)(a)(#) If
such goods and services are produced or available from a singie provider only
Kagiso Ke Tholo Business Enterprise (Pty) Ltd-Procurement of 1000 of 40kg animal
feeds to assist embattied Farmers-Procurement done through Regulation. 36 (1){a) (/)
In an emergency ,The Farmers are the first line of defense for fighting veld fires
Midvaal Water Company-Water Samples to analysed the water for
Matlosana,Maquassi Hills and J& Marks due the Proximity and the Turnaroud Time
for Results-Procurement done through Regulation 36 {1)(a)(ii) If such goods and
servicas areproduced or available from a single provider only

Marce Projects (Pty) Ltd-Procurement of TNT Hydraulic Toot and Equipment Set
(Jawsof Life) for Dr KK Fire and Rescue Services/Maquassi Hills-Procurement done
throughRegulation 36 (1)(a) (i) (In an emergency ,Marce Projects (Pty) Ltd is the
only companyin Sauth Africa that is accredited to manufacture Jaws of Life to

comply with SANS10090: Community Protection Against Fire, Fire Brigade Act,

(Act, 89 of 1987)

Government Printing Works-Publishing of by laws for Dr KKDM-Precurement done
through Regulation 36 (1)(a){i) If such goods and services are produced or available
from a single provider only;

SABC-Annual subscription fees for TV licences-Procurement done through
Regulation36 (1)(a)(if) If such goods and services are produced or available from a
singleprovider only;

Envirocare Laboratory T/A Chisik (water sampling) and use of laboratoty by
themunicipality-Water Samples analyses for Matlosana and Maquassi Hills due
theProximity and the turnaroud time for resultsmunicipality- and food sample
analysis for JB marks and Ventersdorp-Procurementdone through Regulation 36
(1){a){it) If such goods and services are produced oravailable from a singte provider
only;

Thata Consulting-Supply and delivery of 1500 bottled water {500ml} and 1200 Mageu
{1it) for illegal miners in the Margaret Shaft in Stilfontein-Procurement done through
Regulation 36 (1) (a)(v) in any other acceptional case where it is impractical or
impossible to folfow the official procurement processes: On Sunday 03/11/2024 the Dr
KKDM was alerted by SAPS that illegal minars are surfacing in Stilfontein Margaret
Mining Shaft. The illegal miners were very weak, evidently dehydrated and starving
and the Dr KKDM intervene by procuring water and mageu to assist these illegal
miners

Working with Fire-Procurement done through Regulation. 36 {1)(a) {i) In an emergency

; 295 263
24313 17 543
112,452 166,403
; 63,161

; 295,000

; 50,445

; 798,926
272,371 ;
5,300 6,890

; 107,834
57,000 1,881
; 7,452
471,436 1,810,798
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37. Additional disclosure in terms of Municipal Finance Management Act {continued)
Awards to close family members of persons in service of the state - SCM Regulation 45

About Profit (MOTHER: Manyahane Emestinah Ntaopane works for JB Marks Local - 168,743
Municipality)

The ahove awards were made during the current and previous financial year, to Suppliers who have close
family members in service of state.Both Suppliers completed the declaration of interest (MBD 4 FORM)

38. Segment information
General information
identification of segments

The municipality is organised and reports to management on the basis of Five major functional areas:
Executive and council, Finance and administration, Local Economic Development and Planning and
Community Services .The segments were organised around the type of service delivered and the target
markets.

linformation reported about these segments is used by management as a basis for evaluating the segments’
performances and for making decisions about the allocation of resources..

Reportable segments are identified based on activities performed of the municipality that generates economic
benefits or service potential including internal services that contribute to achieving the municipality's objectives
without necessarily generating net cash inflows.

The activities are monitored and reported upon by the department heads on a regular basis through the
preparation of the MFMA section 71 reports. The Section 71 reports are then reviewed by management and
Council to make strategic decisions in monitoring activities performance. The disclosure of information about
segments in these reports are organised around the type of service delivered, in a standardised format namely
the National treasury template C schedule- C2 schedule.

Information about geographical areas

Separate financial and other relevant information on geographical areas in which the municipality operates is
not available as the municipality only operates in the Dr kenneth kaunda district, and within its demarcated

boundaries.
Aggregated segments

Segments were aggregated on the basis of services delivered as management considered that the economic
characteristics of the segments were sufficiently similar to warrant aggregation and segments are aggregated
because they have similar economic characteristics and share a majority of the aggregation as per the criteria
below:

~The nature of the goods and/or services delivered to the customers
-The type or class of customers to which goods and services are delivered
-The method used to distribute the goods or provide the services,
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38. Segment information (continued)
Types of goods and/or services by segment

These reportable segments as well as the goods and/or services for each segment are set out befow:

Reportable segment Goods andl/or services

Executive and council Support services in relation to financial management
and governance decision making

Finance and Administration Financial management, Corporate administration & HR
Management

Municipal manager Ensuring good govenance, accountability and effective
management of public resources

Lacal Econamic Development and Planning Local economic development and SMME support

Community Services enhancing the quality of life for residents, ensuring
social welfare, and supporting the well-being of the
community
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Annual Financial Statements for the year ended 30 June 2025

Notes to the Annual Financial Statements
Figures in Rand 2025 2024

39. Budget differences
Differences between budget and actual amounts basis of preparation and presentation

The budget has been prepared on the accrual basis of accounting in accordance with the prescripts of the Municipal
budget regulations as well as MFMA budget circulars.

Variances of 10% and above are regarded as significant and explained.

Revenue:

Government Grants & Subsidies - The difference results from LGSETA Grant. This is due to the payment
schedule as well as the financial year end which are not the same.

Interest received - external investment- This is due to funds being priotitised for operational and service delivery
needs,

Sale of Tender Documents:The Difference is as a result of less tender documents being sold during the
2024/2025 Financial Year.

Tender documents are now being uploaded on E-Tender and Services providers can access and download them
without having to purchase them at the municipality

License and Permits: Management expanded the scope of service inspections by including Tuck shops.

Commission: The difference is due to lower employee uptake of insurance policies and reduced premium
collections

Sale of Assets: No assets auctioned /sold/ disposed to date.

Expenditure:

Depreciation and amortisation- Due to additions.

Other Expenditure: For the 2024/2025 Financial Year, the variance between the budgeted and actual amounts is
less than 10%, which falls within acceptable thresholds as per municipal financial management guidelines..
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