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ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2023
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LEGAL FORM

Category B Municipality which operates in accordance with Chapter 7 of the Constitution of South Africa.

The Objects of Local Government are:
- to provide democratic and accountable government for local communities;
- to ensure the provision of services to communities in a sustainable manner;
- to promote social and economic development;
- to promote a safe and healthy environment; and
- to encourage the involvement of communities and community organisations in the matters of local government.

The municipality must strive, within its financial and administrative capacity, to achieve the objects as set out above.

JURISDICTION
The Hessequa Municipality includes the following areas:

Albertinia, Gouritsmond, Heidelberg, Jongensfontein
Melkhoutfontein, Riversdal, Slangrivier, Witsand
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Approval of Annual Financial Statements

Members of the Hessequa Council

Ward Representative

1 R.G. Davids
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3 M.C. van den Berg

4 G.L. Boezak

5 A.P. Daniels

6 N.A. Joseph

7 B. van Noordwyk

8 C.P. Taute

9 S. le Roux
Proportional G. Riddles
Proportional A. Stroebel
Proportional B.D. Smith
Proportional |.T. Mangaliso
Proportional M.E Dayimani
Proportional J. Hartnick
Proportional L. Pieters
Proportional L.C. February

APPROVAL OF FINANCIAL STATEMENTS

| am responsible for the preparation of these annual financial statements, in accordance with Section 126(1) of
the Municipal Finance Management Act and which | have signed on behalf of the municipality.

| certify that the remuneration of Councillors and in-kind benefits are within the upper limits of the framework
envisaged in Section 219 of the Constitution, read with the Remuneration of Public Office Bearers Act and the
Minister for Cooperative Governance and Traditional Affairs' determination in accordance with this Act.

%/ 31 August 2023

Mr. ASA. de Klerk Date
Municipal Manager
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HESSEQUA LOCAL MUNICIPALITY
STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2023

ASSETS

Current Assets

Inventories

Receivables from Exchange Transactions

Statutory Receivables from Non-Exchange Transactions
Cash and Cash Equivalents

Call Investment Deposits

Lease Receivables

Non-Current Assets

Property, Plant and Equipment
Intangible Assets

Investment Property

Heritage Assets

Total Assets

LIABILITIES

Current Liabilities

Consumer Deposits

Payables from Exchange Transactions
Unspent Conditional Grants and Receipts
VAT Payable

Lease Payables

Borrowings

Employee Benefit Liabilities

Provisions

Non-Current Liabilities
Borrowings

Employee Benefit Liabilities
Provisions

Total Liabilities

Total Assets and Liabilities
NET ASSETS

Reserves

Accumulated Surplus / (Deficit)

Total Net Assets

Note

oo ke

© o N

1.
12.
13.
14.
15.
16.
17.
18.

16.
17.
18.

19.
20.

Actual
2023 2022
Restated
R R

479 330 240 424 502 850
4 028 339 4274 332
35 004 605 34 178 316
24 674 678 22 626 909
6 177 232 2571 259
408 736 371 360 105 001
709 015 747 033

1138 976 894

1093 983 556

1038 522 579
207 014
91795790
8451 512

993 825 114
220 598

91 486 333
8451512

1618 307 134

1518 486 406

123 877 169 117 692 068
12 994 690 11575 638
52 140 651 52 458 852

9218 329 7 489 305
1342 677 1721228
22 597 36 688

23 684 885 21775309
24 473 340 22 635048
0 0

271 472 560 261 752 707

144 425 210 128 087 900
61491 316 69 595 000
65 556 034 64 069 807

395 349 729 379444 775

1222 957 405

1139 041 631

1222 957 405

1139 041 631

3078 791
1219878614

2943 510
1136 098 121

1222 957 405

1139 041 631




HESSEQUA LOCAL MUNICIPALITY
STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2023

REVENUE

Revenue from Non-exchange Transactions
Property Rates
Fines, Penalties and Forfeits
Licences and Permits
Transfers and Subsidies - Operating
Service Charges (Availability Charges)
Interest Earned - Non-exchange Receivables

Revenue from Exchange Transactions
Service Charges
Sales of Goods and Rendering of Services
Income from Agency Services
Rental from Fixed Assets
Interest, Dividends and Rent on Land Earned
Operational Revenue
Gains on Disposal of Property, Plant and Equipment

Total Revenue

EXPENDITURE
Employee Related Costs
Remuneration of Councillors
Depreciation and Amortisation
Bad Debt Written-off
Impairment Losses - Capital Assets
Impairment Losses - Receivables
Finance Cost
Bulk Purchases
Contracted Services
Inventory Consumed
Transfers and Subsidies Paid
Operating Leases
Operational Costs
Loss on Disposal of Property, Plant and Equipment

Total Expenditure
OPERATING SURPLUS / (DEFICIT) FOR THE YEAR
OTHER REVENUE / EXPENDITURE INCURRED
Transfers and Subsidies - Capital
Gains on Other Operations
Losses on Other Operations
TOTAL OTHER REVENUE / EXPENDITURE INCURRED

SURPLUS / (DEFICIT) FOR THE YEAR

Refer to Budget Statement for explanation of budget variances

Note

21.
22,
23.
24,
25.
29.

25.
26.
27.
28.
29.
30.
43.

31.
32.
33.
34.
34.
34.
35.
36.
37.
38.
39.
40.
41.
43.

24,
42,
42,

Actual
2023 2022
Restated
R R
256 167 549 252 884 622
119 965 470 112 849 907
54 440 413 61931 662
2019737 1988 190
68 492 717 65 117 331
10 470 455 10 446 531
778 756 551 001
377 629 586 339 308 213
286 263 089 288 791 364
48 270 290 17 814 188
3062218 2893 648
3532947 3400720
31671533 21201 362
4 829 509 5206 932
0 0
633 797 135 592 192 835
610 285 144 562 801 088
210 426 996 196 269 682
8412974 7 929 971
43 189 594 28 611 057
48 139 651 54 158 401
0 10 421 426
1203274 2852148
20 629 676 19 487 523
139 141 289 141 118 373
63 942 299 36 167 006
42 311 711 32 245 166
1848 891 3 444 891
1874 845 1636 466
29 823 186 28 042 235
-659 242 416 745
610 285 144 562 801 088
23 511 991 29 391 747
34 811 522 73 922 679
28 449 517 39 677 456
-2 857 256 -10 206 018
60 403 784 103 394 117
83915774 132 785 865
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HESSEQUA LOCAL MUNICIPALITY

STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2023

Accumulated

Total Funds & Total Net
Reserves Surplus/ Assets
(Deficit)
R R R

2022

Balance at 30 June 2021 2872773 1003 312258| 1006185031
Correction of Error (Note 45) 0 -3 -3
Restated Balance 2872773 1003312254 1006 185028
Surplus / (Deficit) as per prior 2021/22 AFS 0 133 679 865 133 679 865
Correction of Error (Note 45) -894 000 -894 000
Restated Surplus / (Deficit) for the year 0 132 785 865 132 785 865
Transfers to/from Reserves 70 737 0 70 737
Balance at 30 June 2022 2943510/ 1136098 121 1139 041 631
2023

Appropriations from Accumulated Surplus 0 0 0
Restated Balance 29435101 1136098 121 1139 041 631
Surplus / (Deficit) for the year 0 83915774 83915774
Transfers to/from Accumulated Surplus 135 281 -135 281 0
Purchases 0 0 0
Balance at 30 June 2023 3078791| 1219878 614| 1222 957 405

Details on the movement of the Funds and Reserves are set out in Note 19.

SOUTH AFRICA
30/11/2023
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HESSEQUA LOCAL MUNICIPALITY
CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2023

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts

Property Rates

Fines, Penalties and Forfeits

Transfers and Subsidies

Service Charges

External Interest and Dividends Received
Other Receipts

VAT Received

Payments

Employee Related Costs
Remuneration of Councillors
External Interest and Dividends Paid
Suppliers Paid

VAT Paid

NET CASH FLOWS FROM OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of Property, Plant and Equipment

Proceeds / (Losses) on Disposal of Property, Plant and Equipment
Proceeds on Disposal of Investment Property

NET CASH FLOWS FROM INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES

Decrease in Finance Leases (Leases Redeemed)

Increase in Borowings (Loans Taken-on)

Decrease in Borrowings (Loans Redeemed)

NET CASH FLOWS FROM FINANCING ACTIVITIES

NET INCREASE / (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash and Cash Equivalents at Beginning of Financial Year
Cash and Cash Equivalents at End of Financial Year

Note

21.
22.
24,
25.
29.
30.

31.
32.
35.
41.

47.

16.
16.

Actual

2023

119 641 532
11731728
105 033 264
294 016 264
29 341 031
63 690 945

(201 450 637

2022
Restated
R

112 099 424
15448 692
131 275 245
287 224 048
19 380 443
59 050 325
4 096 892

(189 003 194

) )
(8 412 974) (7 929 971)
(13 406 180) (15 560 231)
(285 295 105) (280 926 876)

(378 551) -
114 511 318 135 154 798
(84 149 693) (116 428 881)
2291220 8 454 879
1351 702 10 203 765
(80 506 772) (97 770 237)
(14 092) (9 348)

40 037 940 -
(21 791 054) (23 368 205)
18 232 794 (23 377 553)
52 237 342 14 007 007
362 676 261 348 669 253
414 913 603 362 676 261




HESSEQUA LOCAL MUNICIPALITY
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE YEAR ENDED 30 JUNE 2023

30 June 2023

Description Original Budget | Adjustment Budget Virement Final Budget Actual Outcome Variance Val:ii::::;::g"/;of \i')arrii;i:: ;IS‘;/;::
R R R R R R R R
FINANCIAL POSITION
Current Assets
Cash and Cash Equivalents 3462 753 (16 181 239) (16 181 239) 6177 232 22358 471 -138,18% 78,39%
Call Investment Deposits 336 317 051 340817 051 340 817 051 408 736 371 67 919 320 19,93% 21,53%
Consumer Debtors 37 456 142 38 436 299 38 436 299 35004 605 (3431694) -8,93% -6,55%
Other Debtors 20985815 20985815 20985 815 24 674 678 3688 863 17,58% 17,58%
Current Portion of Long-term Receivables 650 683 650 683 650 683 709015 58 332 8,96% 8,96%
Inventory 3302 131 3302 131 3302 131 4028 339 726 208 21,99% 21,99%
Non-Current Assets
Long-term Receivables 3862 3862 3862 - (3862) -100,00% -100,00%
Investment Property 73606 414 73606 414 73606 414 91795 790 18 189 376 24,71% 24,71%
Property, Plant and Equipment 1011146 794 1023 301453 1023 301 453 1038 522 579 15221126 1,49% 271%
Intangible 283292 283292 283292 207 014 (76 278) -26,93% -26,93%
Other Non-current Assets 8321875 8321875 8321875 8 451512 129 637 1,56% 1,56%
Total Assets 1495536 812 1493 527 636 1493 527 636 1618307 134 124 779 498 8.35% 8.21%
Current Liabilities
Borrowing 21782002 21782002 21782002 23707 482 1925 480 8,84% 8,84%
Consumer Deposits 9 626 841 9 626 841 9 626 841 12 994 690 3 367 849 34,98% 34,98%
Trade and Other Payables 72 056 928 68 197 534 68 197 534 62 701 657 (5495 877) -8,06% -12,98%
Provisions 22 300 055 22 300 055 22 300 055 24 473 340 2173285 9,75% 9,75%
Non-Current Liabilities
Borrowing 160 177 685 160 177 685 160 177 685 144 425 210 (15752 475) -9,83% -9,83%
Provisions 112 482 848 108 482 848 108 482 848 127 047 350 18 564 502 17,11% 12,95%
Total Liabilities 398 426 359 390 566 965 390 566 965 395 349 729 4782764 1,22% 1,20%
Total Assets and Liabilities 1097 110 453 1102 960 671 1102 960 671 1222 957 405 119 996 734 10,88% 10,94%
Net Assets (Equity)
Accumulated Surplus / (Deficit) 1096 561918 1102412 136 1102 412 136 1219878614 117 466 478 10,66% 10,71%
Reserves 548 535 548 535 548 535 3078791 2530 256
Total Net Assets 1097 110 453 1102 960 671 1102 960 671 1222 957 405 119 996 734 10,88% 10,94%
Q
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30 June 2023

Fil ial Position: E: ion of Variances between Approved Budget and Actual
Reasons for Variances greater than 5% between Approved Budget and Actual Amount on the various items disclosed in the Statement of Financial Position are explained below:

Cash and Cash Equivalents:
The figures in this category was wrongly captured with the compilation of the adjustment budget.
Call Investment Deposits:
More funds available for investment than anticipated.
Consumer Debtors:
The variances are between the two categories of debtors and is due to the allignment between mSCOA and GRAP.
Other Debtors:
The variances are between the two categories of debtors and is due to the allignment between mSCOA and GRAP.

Inventory:

Stock procurment more than anticipated.
Investment Property:

The budget for investment property was captured incorrectly during the compilation of the budget.
Borrowing: :

The assumption used for the calculation of the current portion was wrong.
Consumer Deposits:

Increase is due to relative movement of new consumers on the database.
Trade and Other Payables:

The varance in the trade and other payables is because of re-classification of the leave accrual.
Provisions:

The variance in the trade and other payables is because of re-classification of the leave accrual.
Borrowings:

Underspending on the capital budget is the reason for the variance.
Provisions:

Landfill sites provision not through system, late received, will be done with the finalisation of the AFS.

Accumulated Surplus / (Deficit):
All line items that contributed to this variance is explained above.

AUDITOR-GENERAL
SOUTH AFRICA
30/11/2023

Auditing to build public confidence



30 June 2023

Variance as % of|

Description Original Budget | Adjustment Budget Virement Final Budget Actual Outcome Variance Original Budget
R R R R R R R R

FINANCIAL PERFORMANCE
R from Non Transactions
Property Rates 118 023 284 120 023 284 - 120 023 284 119 965 470 |- 57 814 -0,05% 1,65%
Service Charges 310678 794 302 290 089 - 302 290 089 296 733 544 |- 5 556 545 -1,84% -4,49%
Rental of Facilities and Equipment 3424730 3424730 - 3424730 3532947 108 217 3,16% 3,16%
Interest Earned - External Investments 16 500 000 22 000 000 - 22 000 000 29 341031 7 341 031 33,37% 77,82%
Interest Earned - Outstanding Debtors 770722 1870722 - 1870722 3109 258 1238 536 66,21% 303,42%
Fines, Penalties and Forfeits 56 693 137 56 693 137 - 56 693 137 54 440 413 |- 2252724 -3,97% -3,97%
Licences and Permits 2001 494 2001 494 - 2001 494 2019737 18 243 0,91% 0,91%
Agency Services 2667 888 2 667 888 - 2 667 888 3062218 394 330 14,78% 14,78%
Transfers and Subsidies 105 035 858 110 063 604 - 110 063 604 68 492 717 |- 41570 887 -37,77% -34,79%
Other Revenue 20 776 909 21051177 - 21051177 81549316 60 498 139 287,39% 292,50%
Gains on Disposal of Property, Plant and Equipment 800000 800000 - 800 000 -1- 800000 -100,00% -100,00%
Total Revenue 637 372 816 642 886 125 - 642 886 125 662 246 652 19 360 527 3,01% 3,90%
Expenditure
Employee Related Costs 214 852 015 211231818 |- 131545 211100 273 210426 996 |- 673 277 -0,32% -2,06%
Remuneration of Councillors 9 067 552 8970712 - 8970712 8412974 |- 557 738 -6,22% -7,22%
Debt Impairment 59411 144 59411 144 - 59 411 144 49 342 925 |- 10 068 219 -16,95% -16,95%
Depreciation and Asset Impairment 39 231409 39 231409 - 39 231409 43 189 594 3958 185 10,09% 10,09%
Finance Charges 21169 462 17 169 462 - 17 169 462 20629 676 3460 214 20,15% -2,55%
Bulk Purchases 154 948 317 152659 317 - 152 659 317 139 141 289 |- 13518028 -8,86% -10,20%
Other Materials 36 292 660 47 556 962 |- 445197 47 111 765 42311711 |- 4 800 054 -10,19% 16,58%
Contracted Services 75 894 333 80 267 668 1189 365 81457033 63 942 299 |- 17 514 734 -21,50% -15,75%
Transfers and Subsidies 2367 676 1915 556 - 1915 556 1848891 |- 66 665 -3,48% -21,91%
Other Expenditure 43 241 407 44901422 |- 612 623 44 288 799 34 555286 |- 9733513 -21,98% -20,09%
Loss on Disposal of Property, Plant and Equipment - - - - |- 659 242 |- 659 242 0,00% 0,00%
Total Expenditure 656 475 975 663 315 470 - 663 315 470 613 142 400 |- 50 173 070 -7,56% -6,60%
Surplus / (Deficit) - 19103 159 |- 20 429 345 - 20429 345 49 104 252 69 533 597 -340,36% -357,05%
Transfers and Subsidies - Capital 32765174 39941578 39941578 34811522 |- 5130 056 -12,84% 6,25%
Surplus/(Deficit for the Year 13 662 015 19 512 233 - 19 512 233 83915774 64 403 541 330,07% 514,23%
Fil ial Perfor: : ion of Variances between Approved Budget and Actual

Reasons for Variances greater than 5% and material between Approved Budget and Actual Amount on the various items disclosed in the Statement of Financial Performance are explained below:

Interest Earned - External Investments:
The increase is as a result of more money available to invest and higher interest rates earned.

Interest Earned - Outstanding Debtors:
The higher income on interest from debtors can be attributed to more favourable interest rates.

Agency Services:

More revenue received than anticipated.
Transfers and Subsidies:

The deviation mainly represents the unspent amounts at year-end. Application for rollovers were submitted to National and Provincial Treasury.
Other Revenue:

The variances are because of actuarial gains for 2022/2023 being recorded, but not budgeted for.
Gains on Disposal of Property, Plant and Equipment:

More income from auction than anticipated.
Debt Impairment:

Less written off than anticipated.
Depreciation and Asset Impairment:

The assumption used for the calculation of the budget figures was because of previous experience of low capital spending.
Finance Charges:

Landfill sites provision not through system, late received, will be done with the finalisation of the AFS.
Bulk Purchases:

The variance can be attributed to increased loadshedding during the year, which resulted in less electricity purchases.
Other Materials:

The variances are due to savings on inventory and fuel costs.

Contracted Services:

The variances largely represents the Housing Grant where approximately R9,8m remain unspent. There are various savings on other line items, due to cost savings.

Other Expenditure:

Savings on various operational costs including travel and subsistence, software licence fees, registration fees and Eskom connection fees. Expenses for workmen's compensation transferred to employee related

costs.

D
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30 June 2023

Description Original Budget | Adjustment Budget Virement Final Budget Actual Outcome Variance Va;ii::::;::g"{;of Voa'rii:ir;: ;z;/;::
R R R R R R R R

CAPITAL EXPENDITURE PER FUNCTION
Executive and Council 425000 281504 - 281504 216 501 (65 003) -23,09% -49,06%
Finance and Administration 15248010 13 282 288 - 13 282 288 11 482 445 (1799 844) -13,55% -24,70%
Community and Social Services 1215900 1373 566 - 1373 566 1295 536 (78 030) -5,68% 6,55%
Sport and Recreation 1950 000 1538 697 - 1538 697 1006 157 (532 540) -34,61% -48,40%
Public Safety 1578 000 2154 347 - 2154 347 2336434 182 087 8,45% 48,06%
Housing 4000 2202 227 - 2202 227 1453 020 (749 207) -34,02% 36225,49%
Planning and Development 168 000 286 392 - 286 392 148 507 (137 885) -48,15% -11,60%
Road Transport 25010848 24 658 385 1912 481 26 570 866 26 488 023 (82 843) -0,31% 5,91%
Environmental Protection 193 000 187 015 - 187 015 184 462 (2553) -1,37% -4,42%
Energy Sources 19 731 989 19 435 292 - 19 435 292 16 946 338 (2488 954) -12,81% -14,12%
Water Management 8085 652 11751070 (50 366) 11700 704 9 089 380 (2611 325) -22,32% 12,41%
Waste Water Management 16 527 057 25141332 (1862 115) 23279217 13 450 640 (9828 577) -42,22% -18,61%
Waste Management 100 000 100 000 - 100 000 52 250 (47 750) -47,75% -47,75%
Total Capital Expenditure 90 237 456 102 392 115 - 102 392 115 84 149 693 (18 242 422) -17,82% -6,75%
Capital Expendirure per Fi Explanation of Variances between Approved Budget and Actual

Reasons for Variances greater than 5% between Approved Budget and Actual Amount on the various items disclosed in the Statement of Financial Position are explained below:

Executive and Council:
Variance represents items budgeted for the council chambers, not being procured.
Finance and Administration:
Variances represent savings on the main frame computer system (finance) and on the construction of municipal sportfields Heidelberg, which was not fully spent at yearend. This is a multi-year project and an
application to roll over the unspent funds was submitted to National Treasury.
Housing:
A portion of the expenses on the Provincial Grant for electrification of the housing project in Melkhoutfontein, was transferred to operational costs.
Energy Sources:
Various savings on projects realised and emergency generator not procured, due to no stock available.
Water Management:
The procurement of generators not realised, due to no stock available.
Waste Water Management:
The variance are mainly attributed to the unspending of an amount for the procurement of generators and there were savings on various line items.

D
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30 June 2023

Variance as % of|

Variance as % of|

Description Original Budget | Adjustment Budget Virement Final Budget Actual Outcome Variance Final Budget | Original Budget
R R R R R R R R

CASH FLOW
Cash Flow from Operating Activities
Receipts
Property Rates 115662 818 117 662 818 - 117 662 818 119 641 532 1978 714 1,68% 3,44%
Service Charges 304 465 218 286 235 808 - 286 235 808 294 016 264 7 780 456 2,72% -3,43%
Other Revenue 38 657 896 49 062 543 - 49 062 543 75422673 26 360 130 53,73% 95,10%
Government - Operating 103 785 298 110 859 298 - 110 859 298 70221741 (40 637 557) -36,66% -32,34%
Government - Capital 32765174 35981174 - 35981174 34 811522 (1169 652) -3,25% 6,25%
Interest 16 500 000 22392705 - 22392705 29341031 6948 326 31,03% 77,82%
Payments
Suppliers and Employees (537 610 532) (559 057 986) - (559 057 986) (493 871 154) 65 186 832 -11,66% -8,14%
Finance Charges (13 364 762) (13 364 762) - (13 364 762) (13 406 180) (41 418) 0,31% 0,31%
Transfers and Grants (2367 676) (1915 556) - (1915 556) (1666 112) 249 444 -13,02% -29,63%
Net Cash from/(used) Operating Activities 58 493 434 47 856 042 - 47 856 042 114 511 318 66 655 276 139,28% 95,77%
Cash Flows from Investing Activities
Receipts
Proceeds on Disposal of Property, Plant and Equipment 800 000 800 000 - 800 000 3642921 2842921 355,37% 355,37%
Decrease / (Increase) in Non-current Debtors - - - - - - 0,00% 0,00%
Decrease / (Increase) in Non-current Receivables (39) (39) - = B B 0,00% -100,00%
Decrease / (Increase) in Non-current Investments - - - - - - 0,00% 0,00%
Payments
Capital Assets (90 237 456) (102 392 115) - (102 392 115) (84 149 693) 18242422 -17,82% -6,75%
Net Cash from/(used) Investing Activities (89 437 495) (101 592 154) - (101 592 115) (80 506 772) 21085 343 -20,75% -9,99%
Cash Flows from Financing Activities
Receipts
Borrowing Long-term/Refinancing 43 647 556 43 647 556 - 43 647 556 40 037 940 (3609 616) -8,27% -8,27%
Increase/(Decrease) in Consumer Deposits 188772 - - - - - 0,00% -100,00%
Payments
Repayment of Borrowing (21782002) (21782002) - (21782 002) (21 805 146) (23 144) 0,11% 0,11%
Net Cash from/(used) Financing Activities 22 054 326 21 865 554 - 21865 554 18 232794 (3 632760) -16,61% -17,33%)|
Net Increase/(Decrease) In Cash Held (8 889 735) (31720 480) - (31720 480) 52 237 342 (83 957 822) -264,68% -687,61%
Cash/Cash Equivalents at the Year Begin: 348 669 539 362 676 261 362 676 261 362676 261 0,00% 4,02%
Cash/Cash Equivalents at the Year End: 339779 804 330 955 781 330 955 781 414 913 603 83 957 822 25,37% 22,11%

Cash Flow Statement: Explanation of Variances between Approved Budget and Actual

Reasons for Variances greater than 5% between Approved Budget and Actual Amount on the various items disclosed in the Cash Flow Statement are explained below:

Property Rates:
More income than anticipated were generated due to the implementation of three interim valuation rolls.

Service Charges:

More income than anticipated mainly because of growth in the municipal areas.
Other Revenue:

Less income than anticipated.
Government - Operating:

The lower cash inflow is due to unspent grants at yearend. The municipality applied for fund roll-overs from the National and Provincial Governments.
Government - Capital:

The lower cash inflow is due to unspent grants at yearend. The municipality applied for fund roll-overs from the National and Provincial Governments.
Interest:

The variance is attributed to more favourable interest rates on investments.
Suppliers and Employees:

Savings on various expenditure categories. The main variations are on savings for bulk electrical services, contracted services, inventory and operational costs.
Finance Charges:

check - unwinding nie 'n cash flow item nie.
Proceeds on Disposal of Property, Plant and Equipment:

More income from auction than anticipated.
Net Increase/(Decrease) In Cash Held:

All line items that contributed to this variance is explained above.
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HESSEQUA LOCAL MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2023

BASIS OF PRESENTATION

The Annual Financial Statements have been prepared in accordance with Standards of Generally Recognised Accounting
Practices (GRAP), as approved by the Minister of Finance, including any interpretations, guidelines and directives issued by
the Accounting Standards Board and in accordance with the requirements of the Municipal Finance Management Act, 2003
(Act No. 56 of 2003).

The Annual Financial Statements have been prepared in accordance with the historical cost convention, except where
indicated otherwise.

The Statement of Financial Performance has been prepared to classify expenses by nature, whilst revenue is classified in a
manner appropriate to the municipality’s operations. The Cash Flow Statement has been prepared using the Direct Method.

The Municipality embarked on a project to reclassify all relevant line items in terms of the mSCOA item GUID numbers to be
fully compliant during the 2023/2024 financial year. Due to the scope of the project, a large number of reclassifications and
restatements have been made. Refer to note 44 for the details.

1.1 Presentation Currency

The Annual Financial Statements are presented in South African Rand, rounded off to the nearest Rand which is the
municipality's functional currency.

1.2 Critical Judgements, Estimations and Assumptions

In the application of the municipality's Accounting Policies, which are described below, management is required to make
judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions are based on historical experience and other factors that are
considered to be reasonable under the circumstances, the results of which form the basis of making the judgements about
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these
estimates.

These estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period or in the period of the revision
and future periods if the revision affects both current and future periods.

The following are the critical judgements and estimations that management have made in the process of applying the
municipality’'s Accounting Policies and that have the most significant effect on the amounts recognised in Annual Financial
Statements:

1.2.1 Revenue Recognition

In making their judgement, the management considered the detailed criteria for the recognition of revenue as set out in GRAP
9 (Revenue from Exchange Transactions) and GRAP 23 (Revenue from Non-exchange Transactions). As far as Revenue
from Non-exchange Transactions is concerned (see Basis of Preparation above), and, in particular, whether the municipality,
when goods are sold, had transferred to the buyer the significant risks and rewards of ownership of the goods and when
services is rendered, whether the service has been rendered. Also of importance is the estimation process involved in initially
measuring revenue at the fair value thereof. Management of the municipality is satisfied that recognition of the revenue in the
current year is appropriate.

e Estimation of Meter Readings:
Provisional estimates of consumption, based on the consumption history, are made monthly when meter readings have
not been performed. The provisional estimates of consumption are recognised as revenue when invoiced, except at year-
end when estimates of consumption up to year-end are recorded as revenue without it being invoiced. Adjustments to
provisional estimates of consumption are made in the invoicing period in which meters have been read. These
adjustments are recognised as revenue in the invoicing period. In respect of estimates of consumption between the last
reading date and the reporting date, an accrual is made based on the average monthly consumption of consumers.
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e Estimation of unused Prepaid Metered Services:
Estimates of unused consumption of prepaid metered services, based on the consumption history, are made at year-end.
Sales for prepaid metered services are recognised as revenue upon receipt of payment for these services, except at year-
end when estimates for unused consumption up to reporting date are reversed from revenue and accrued as payment for
services received in advance. These accruals are reversed in the new financial year to revenue again, deemed to be
consumed after 30 June. In respect of estimates of consumption between the last date of purchase and the reporting
date, an accrual for payments received in advance is made based on the average monthly consumption of consumers.
At the reporting date, an accrual is made based on the average monthly consumption of consumers.

e Revenue for Traffic Fines:
There is uncertainty regarding the probability of the flow of economic benefits or service potential in respect of spot fines,
as these fines are usually not given directly to an offender. Further legal processes have to be undertaken before the
spot fine is enforceable. In respect of summonses the public prosecutor can decide whether to waive the fine, reduce it
or prosecute for non-payment by the offender. The full amount of traffic fines issued during the year is recognised at the
initial transaction date as revenue. Where a reliable estimate cannot be made of revenue from summonses, the
revenue is recognised when the public prosecutor pays the cash collected over to the municipality.

1.2.2 Water Inventory

The estimation of the Water Inventory in reservoirs is based on the measurement of water after the depth of water in the
reservoirs has been determined, which is then converted into volumes based on the total capacity of the reservoir.
Furthermore, the length and width of all pipes are also taken into account in determining the volume of water on hand at year-
end. Refer to Note 3 of the accounting policy notes to the Annual Financial Statements.

1.2.3 Impairment of Financial Assets

Accounting Policy 4.4 on Impairment of Financial Assets describes the process followed to determine the value at which
Financial Assets should be impaired. In making the estimation of the impairment, the management of the municipality
considered the detailed criteria of impairment and used its judgement to select a variety of methods and make assumptions
that are mainly based on market conditions existing at the end of the reporting period. The management of the municipality is
satisfied that impairment of Financial Assets recorded during the year is appropriate.

e Impairment of Trade Receivables:
The calculation in respect of the impairment of Debtors is based on an assessment of the extent to which Debtors have
defaulted on payments already due, and an assessment of their ability to make payments based on their
creditworthiness. This is performed per service-identifiable categories across all classes of debtors.

e Impairment of Traffic Fines:
Assessing and recognising impairment of Receivables for Traffic Fines is an event that takes place subsequent to the
initial recognition of revenue charged. The municipality assesses the probability of collecting revenue when accounts fall
into arrears. Such an assessment is not to be made at the time of initial recognition.

The total increase in estimation of the impairment of Receivables from Exchange Transactions, Receivables from Non-
exchange Transactions and that of Long-term Receivables are disclosed in Notes 3 and 4 to the Annual Financial
Statements.

1.2.4 Impairment of Statutory Receivables

Accounting Policy 5.3 on Impairment of Statutory Receivables describes the process followed to determine the value at which
Statutory Receivables should be impaired. In making the estimation of the impairment, the management of the municipality
considered the detailed criteria of impairment and used its judgement to select a variety of methods and make assumptions
that are mainly based on market conditions existing at the end of the reporting period. The management of the municipality is
satisfied that impairment of Statutory Receivables recorded during the year is appropriate.

Audiing to build public confidence

14



1.2.5 Capitalisation of Capital Assets

Judgement by management is required to distinguish between expenses incurred to maintain and repair capital assets and
expenses incurred that will increase the remaining useful life of capital assets and needs to be capitalised to capital assets.

1.2.6 Recognition and Derecognition of Land
The municipality assesses whether it controls or does not control land by considering the principles contained in IGRAP 18.

The municipality is assessed to control land of which it is not the legal owner or the custodian and relevant transactions are
accounted for per the requirements of the relevant Standards of GRAP and the required disclosures are made in the relevant
Notes to the Financial Statements. In order to assess that the municipality controls the land, the following factors are
considered in applying its judgement:
e The municipality acts as the custodian of the land in terms of a binding arrangement with the legal owner of the land and
has the right to direct access to the land, and to restrict or deny the access of others to the land.
e The municipality is required / granted a right to use the land in terms of a binding arrangement with the legal owner of the
land and has the right to direct access to the land, and to restrict or deny the access of others to the land to meet its
service delivery objectives.

The municipality is assessed to not control land of which it is the legal owner or the custodian and relevant transactions are
accounted for per the requirements of the relevant Standards of GRAP and the required disclosure are made in the relevant
Notes to the Financial Statements. In order to assess that the municipality does not control the land, the following factors are
considered in applying its judgement:

e Another entity acts as the custodian of the land in terms of a binding arrangement with the municipality and that entity has
the right to direct access to the land, and to restrict or deny the access of others to the land.

e Another entity is required / granted a right to use the land in terms of a binding arrangement with the municipality and that
entity has the right to direct access to the land, and to restrict or deny the access of others to the land to meet its service
delivery objectives. There are various housing scheme land where the municipality is still the legal owner per the deeds
office, but control and substantive rights were transferred. This land is not recognised by the municipality.

1.2.7 Fair Value Estimations

As described in Accounting Policy 9.2, the municipality subsequently measures its Investment Property in terms of the Fair
Value Model.

The valuation of assets are based on management’s estimation. Management considered the impact of valuation techniques
and market information in order to determine the current valuations, and more specific as follows:

e Investment Property is measured at fair value amounts based on valuation techniques and market information. The
actual value of these items could differ from those estimated.

1.2.8 Useful lives of Property, Plant and Equipment and Intangible Assets

As described in Accounting Policies 7.3 and 8.2, the municipality depreciates its Property, Plant & Equipment and amortises its
Intangible Assets, over the estimated useful lives of the assets, taking into account the residual values of the assets at the end
of their useful lives, which is determined when the assets are available for use.

The estimation of residual values of assets is based on management’s judgement as to whether the assets will be sold or used
to the end of their useful lives, and in what condition they will be at that time. The municipality assesses at each reporting date
whether there is any indication that the useful live of an asset has changed. If any such indication exists the useful live is
changed.

nnnnnnnnnnnnnnn
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1.2.9 Impairment: Write-down of Property, Plant & Equipment, Intangible Assets, Heritage Assets, and Inventories

Accounting Policy 11 on Impairment of Assets and Accounting Policy 3.2 on Inventory — Subsequent Measurement describe
the conditions under which non-financial assets are tested for potential impairment losses by the management of the
municipality. Significant estimates and judgements are made relating to impairment testing of Property, Plant and Equipment,
impairment testing of Intangible Assets, impairment testing of Investment Property and write-down of Inventories to the lowest
of Cost and Net Realisable Value or Current Replacement Cost.

In making the above-mentioned estimates and judgement, management considered the subsequent measurement criteria and
indicators of potential impairment losses. In particular, the calculation of the recoverable service amount for PPE, Intangible
Assets and Investment Property and the Net Realisable Value for Inventories involves significant judgment by management.

1.2.10 Service Concession Arrangements

The municipality assesses whether it is a party to any service concession arrangements by considering the principles
contained in GRAP 32 and IFRIC 12.

Management has assessed all arrangements in place and concluded that there are no service concession arrangements to
which it was a party during this accounting period.

1.2.11 Defined Benefit Plan Liabilities

As described in Accounting Policy 17.2, Employee Benefits — Post-employment Benefits, the municipality obtains actuarial
valuations of its Defined Benefit Plan Liabilities. The defined benefit obligations of the municipality that were identified are Post-
retirement Health Benefit Obligations and Long-service Awards. The estimated liabilities are recorded in accordance with the
requirements of GRAP 25. Details of the liabilities and the key assumptions made by the actuaries in estimating the liabilities
are provided in Note 17 to the Annual Financial Statements.

1.2.12 Provisions and Contingent Liabilities

Management judgement is required when recognising and measuring Provisions and when measuring Contingent Liabilities.
Provisions are discounted where the effect of discounting is material using actuarial valuations.

The provision for rehabilitation of landfill sites is recognised as and when the environmental liability arises. The provision is
calculated by a qualified environmental engineer. The provision represents the best estimate or net present value of the
expected future cash flows to rehabilitate landfill sites at year end. To the extent that the obligations relate to an asset, it is
capitalised as part of the cost of those assets. Any subsequent changes to an obligation that did not relate to the initial related
asset is charged to the Statement of Financial Performance.

Management refer to the following when making assumptions regarding provisions:

® Professional engineers were utilised to determine the cost of rehabilitation of landfill sites as well as the remaining useful
life of each specific landfill site.

e Interest rates (investment rate) linked to prime was used to calculate the effect of time value of money.
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1.2.13 Principals and Agent Arrangements

The municipality assesses whether it is a party to any principal-agent arrangements by considering the principles contained in
GRAP 109.

The municipality is assessed to be the principal and relevant transactions are accounted for per the requirements of the
relevant Standards of GRAP. In order to assess that the municipality is the principal, the following factors were considered in
applying its judgement:
e The municipality acts as a principal for the service provider, Ontec, who acts as an agent for the municipality with the sale
of prepaid electricity.

e The municipality acts as a principal for a number of service providers, which acts as an agents for the municipality with
the sale of prepaid electricity.

e The municipality acts as a principal for the service provider, Syntell, who acts as an agent for the municipality with
regards to the supply, delivery and administrative support of traffic fines collections and camera equipment with related
operational support within the municipal Area.

The municipality is assessed to be the agent and only accounts for the amounts which the agent are entitled to in terms of the
principal-agent arrangement. In order to assess that the municipality is the agent, the following factors were considered in
applying its judgement:
e The municipality acts as an agent for Western Cape Government: Department of Transport and Public Works for issuing
licenses and permits and collects monies on their behalf.

1.2.14 Housing Arrangements

The municipality is not accredited to deliver housing under the national housing programme. However it assesses its roles and
responsibilities it undertakes for each project undertaken in terms of the national housing programme by assessing the terms
and conditions agreed with the relevant Provincial Department of Human Settlements.

1.2.15 Budget Information

Municipalities are typically subject to budgetary limits in the form of budget authorisations, which is given effect through
authorising legislation, appropriation or similar. General purpose financial reporting by the municipality provides information on
whether resources were obtained and used in accordance with the legally adopted budget.

The financial statements and the budget are on the same basis of accounting, therefore a comparison with the budgeted
amounts for the reporting period are disclosed separately in the Statement of comparison of budget and actual amounts.

Deviations between budget and actual amounts are regarded as material differences when a 5% deviation exists. All material
differences are explained in the relevant Notes to the Annual Financial Statements.

1.2.16 Segment Reporting

The municipality is assessed to have reportable segments as per the requirements of GRAP 18. In order to assess that the
segments could be aggregated, the following factors were considered in applying its judgement:
e For management purposes the municipality is broadly organised into business units based on the nature of operations
and the services they provide.
e No individually material operating segments have been aggregated to form the above reportable operating segments.
e The municipality does not monitor segments geographically.
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1.3 Materiality

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

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

1.4 Going Concern Assumption
The Annual Financial Statements have been prepared on a Going Concern Assumption.

The recent COVID-19 pandemic and its effect on the municipality's current and expected performance has been considered by
management in the Going Concern Assumption.
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1.5 Standards, Amendments to Standards and Interpretations published but not yet Effective

The following GRAP Standards and Interpretations have been published but are not yet effective and have not been early
adopted by the municipality. Additionally, these standards and interpretations are not always relevant to the municipality's
operations and are indicated as such below:

Planned Date for

Standard of GRAP / Nature of Impending Changes / Expected Impact Effective Date Application by
Municipality
e GRAP1 Presentation of Financial Statements (Revised) 01/04/2023 30/06/2024

Unlikely that there will be a material impact

e GRAP 25 Employee Benefits (Revised) 01/04/2024 30/06/2025
Unlikely that there will be a material impact

e GRAP 104 Financial Instruments (Revised) 01/04/2025 30/06/2026
Unlikely that there will be a material impact

e General GRAP Improvement to the Standards of GRAP (2021) 01/04/2023 30/06/2024
Unlikely that there will be a material impact

e IGRAP7 The Limit on a Defined Benefit Asset, Minimum Funding
Requirements and their Interaction Not yet Not yet
Unlikely that there will be a material impact determined determined
e IGRAP 21 The Effect of Past Decisions on Materiality 01/04/2023 30/06/2024

Unlikely that there will be a material impact

e Guideline Accounting for Landfill Sites Not yet Not yet
Unlikely that there will be a material impact determined determined

e Guideline The Application of Materiality to Financial Statements Not yet Not yet
Unlikely that there will be a material impact, and the guideline determined determined

will not have mandatory status

The municipality applied the principles established in the following Standards of GRAP that have been issued but are not yet
effective, in developing appropriate Accounting Policies:

e Guideline Accounting for Landfill Sites

BUDGET INFORMATION

The annual budget figures have been prepared in accordance with the GRAP standard and are consistent with the Accounting
Policies adopted by the Council for the preparation of these Annual Financial Statements. The amounts are scheduled as a
separate additional financial statement, called the Statement of Comparison of Budget and Actual amounts. Explanatory
comment is provided in the statement giving reasons for overall growth or decline in the budget and motivations for over- or
under spending on line items. The annual budget figures included in the Annual Financial Statements are for the municipality
and do not include budget information relating to subsidiaries or associates. These figures are those approved by the Council
at the beginning and during the year following a period of consultation with the public as part of the Integrated Development
Plan. The budget is approved on an accrual basis by nature classification.

The approved budget covers the period from 1 July 2022 to 30 June 2023.
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INVENTORIES
3.1 Recognition and Initial Measurement

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

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

Direct costs relating to properties that will be sold as Inventory are accumulated for each separately identifiable development.
Costs also include a proportion of overhead costs.

3.2 Subsequent Measurement
3.2.1 Consumable Stores

Subsequently, Inventories sold are valued at the lower of cost and net realisable value. The cost is determined using the First-
in-First-out Method.

Consumable stores distributed at no charge or for a nominal charge and finished goods are valued at the lower of cost and
current replacement cost . The cost is determined using the FIFO Method. Redundant and slow-moving inventories are
identified and written down. Differences arising on the valuation of inventory are recognised in the Statement of Financial
Performance in the year in which they arose. The amount of any reversal of any write-down of inventories arising from an
increase in net realisable value or current replacement cost is recognised as a reduction in the amount of inventories
recognised as an expense in the period in which the reversal occurs.

3.2.2 Water Inventory

Water is regarded as Inventory when the municipality purchases water in bulk with the intention to resell it to the consumers or
to use it internally, or where the municipality has incurred purification costs on water obtained from natural resources (rain,
rivers, springs, boreholes, etc). However, water in dams, that are filled by natural resources and that has not yet been treated,
that is under the control of the municipality but cannot be measured reliably as there is no cost attached to the water, is
therefore not recognised in the Statement of Financial Position.

The basis of determining the cost of water purchased and not yet sold at reporting date comprises all costs of purchase, cost of
conversion and other costs incurred in bringing the Inventory to its present location and condition, net of trade discounts and
rebates.

Water and purified effluent are valued by using the weighted average method, at the lowest of purified cost and net realisable
value, insofar as it is stored and controlled in reservoirs at year-end.

3.2.3 Unsold Properties

Unsold properties are valued at the lower of cost and net realisable value on a Weighted Average Method. Direct costs are
accumulated for each separately identifiable development. Cost also includes a portion of overhead costs, if this relates to
development.
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3.2.4 Other Arrangements
Redundant and slow-moving Inventories identified are written down from 