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ACCOUNTING OFFICER’S REPORT

1.

2.1

INTRODUCTION

during the 2009/10 budget:

* The eradication of backlogs and investment in infrastructure for basic services and for
growth

* Economic growth and development that is shared and creates sustainable jobs
e Buijlding safer, more secure and more sustainable communities

@ The deepening of democracy

¢ Financial viability and management of resources

° Acaring and effective government

* Institutional capacity and transformation

maximum,
REVIEW OF OFPERATING RESULTS

The 2009/10 budget of Dihlabeng was approved by Council on 28 May 2009,

General

resuits is shown in the graph below: _
The overall operating results for the year ending 30 June 2010 are as follows:

OPERATING RESULTS 2009/10
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2.2

Original | Adjusted Actual V::E‘:ff Actual
o Budget Budget 2010 Adjusted 2009
Description 2010 2010 Budget
R’000 R'000 R'000 * R'000
REVENUE
Operating revenue for the year 354,532 444 035 361,632 (19%) 322,480
354,532 444,035 361,632 322,460
EXPENDITURE
Operating expenditure for the year 354,471 443,974 412,672 (7%) 261,950
‘Fair vaiue adjustment - - 1,001 {585}
Gain on disposal of assets (10,252) (162}
Accumulated surplus / (deficit) 81 81 {41,789) 61,257
354,532 444,035 361,632 322,460

The actual net expenditure of the Municipality reflects an increase of 57,5% while the actual
revenue af the Municipality has increased by 12,1 % since 2008/9,

The largest increase on revenue occurred on service charges and government grants.

The largest increase on expenditure occurred on bu

impairment, salaries and general expenses.

Operating Revenue

The follawing graph indicates a bréakdown of the largest categories of revenue.

OPERATING REVENUE 2009/10

tk purchases, the provision for debt

& Property rates

# Service charges
2 Rental income

& Interest received

@ Gavernment granls

# Other income
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2.3 Operating expenditure

The graph below indicates the break down per main expenditure group.

-

OPERATING EXPENDITURE 2009 /10

8 Parsonnel

o Remnuneration of
councillors

B Finance costs

8 Debtimpairment

# Repairs and maintenance

I Bulk purchases

# Other expenses

Remuneration

The actual expenditure on remuneration expressed as a percentage of the total expenditure
shows a drastic decrease from 35,13 % in 2008/9 tg 24,46 % in 2009/10. The major cause of

this decrease was as a resuft of the debt impairment of R 12

Description 2009/10 2008/9
R’000
R'000

Total operating expenditure 412,672 261,950
Total operating revenue 361,632 322,460
Employee remuneration 100,929 92,012
Ratio: % of total expenditure 24,46% 35,13%
Ratio: % of total revenue o 27,91%  28,53%
% in/decrease in remuneration 9,69% {1,75%)
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PERSONNEL COSTS vs OPERATING
EXPENDITURE
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B Tatal expenses

2.4 Government grants and subsidies

The following table and graph show the amounts received in terms of grants, contributions a_nd
Subsidies from the Central Government and the Free State Provincial Gavernment, which

amounts have been included in the total revenue:

[ .
Deseription 2009/10 2008/9

Equitable share (Councillors remuneration) 1,620,045 1,963,447
Equitable share (Indigents) 78,154,369 60,866,811
Equitable share (Free basic electricity) 4,050,112 2,617,929
Grant national road subsidy 17,100 17,100
Grant Recurrent financial support 1,250,000 570,298
MIG 30,450,000 19,825,900

115,641,626 85,861,585

Restatement: The amount for the equitable share indigents has been corrected 'from
The “Grant Firs Brigade Services” of R 64 caused this

R 60,886,847 to R 80,886,911.
correction.
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GOVERNMENT GRANTS & SUBSIDIES |
2009/10

& Equitable share
{Councillors
remuneration)

# Equitable share
[Indigants}

B Equitable share {Free
basic electricity)

& Grant national roacd
subsicly

& Grant Recurrent financial
support

3. DEBTORS

The following is an indication of the effectiveness of credit control measures, as well as the
ability to convert debtors into cash: '

2009/10 2008/09
Description

Debits levied | Consumer debtors . 228,035,184 214 500,446
Balance on 1 July 175,207,222 213,432,524
Balance on 30 June ' 204,230,305 | 175,207,222
Average balance ) 188,718,764 194,319,873
Days in the financial year ' 365 3685
Turnover: Number of days 304 331,
Turnover: Number of times |

(levies/average balznce) 1.20 1.10

From the table it is clear that, the number of days to recover debt decreased from 331 to 30f1
days since 2008/9, this is fargely due to debtors to the vatue of R 28 million that was written off
in the 2009/10 financial year. This high turnover has serious implications on the cash flow of
the Municipality. A collection rate calculated on the total Jevies for a period compared to the
fotal payments received during the same period is used to measure revenue recovery. The
credit control by-law and the actions taken in terms of the by-law started producing better
results. The increase in debtors has an impact on the going concern of the municipality.

Restatement: The debtors age analysis has not been included in this financial years report.

10
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4.

Conclusion:

5.1

CAPITAL EXPENDITURE AND FINANCING

The Municipality's original approved Capital Expenditure Budget for 2009/10 amounted to
R 50,5 million and was accepted by National Treasury. This Capital Budget was amended by
means of an adjustments budget approved by Council to R 58,5 milion in total,

Of these funds the MIG funding of R 30,23 million was spent in the 2009/10 financial year, due
io financial constraints only R 25,49 million was spent from own funding on capital projects. -

When comparing the actual expenditure to the budgeted expenditure the financing source of

capital projects plays an important role. The funding from own sources can largely influence
the fallowing aspects:

®  The raising of loans _
‘s The cash fiow of the Municipality

ACCOUNTING RATIOS

Current asset ratio

This ratio mainly involves the financial resources used in the operating cycle of a local authority.
QOperating capital represents the surpius of current assets over current fiabilities. This is a
useful indicator when determining the ability to fund operating expenditure. This ratio measuras
the extent to which the current liabiiities are covered by the current assets. A arger coverage
means a lower risk since short-term debt can be paid out of short-term assets. The following
table shows the calculation of the operating capital ratio: ' '

200910 2008/09
Description
CURRENT ASSETS:
Cash _ 59,086 45,130
Inventory 886,431 2,918,840
De.btnrs 88,764,476 159,873,484
Other financial assets 354,700 421,371
Other receivables frem exchange fransactions 2,275,972 804,382
Totaf 92,340,845 | 163,863,207
CURRENT LIABILITIES:
Creditors 99,653,850 35,812,121
Unspent conditionat grants and receipts 8,716,000 2,669,000
Other financial liabilities 3,971,956. 4,048,038
Taxes and {ransfers payable 13,085,561 1,851,628
Overdrawn cash book balance 25,448,041 47,447,860
Total 111,875,408 91,858,647
Net Operating Capital (19,534,763} 72,004,560
Current asset Ratio 0,83:1 1,78 : 1

11
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5.2

The ratio decreased significantly since 2008/9. This is due to the fact that the current Iiabilitie:s
increased. with 22% whilst the current ‘assets decreased with only 44%. The decrease in
current asssts can mainly be ascribed to the increase in debtors impairment. The increase in

current liabifities mainly lies with the increase in the creditors baiance but is assisted with a
decrease in the cash book balance. :

The private sector sets a ratio of 2:1 as being acceptable, howeaver a norm for local government
is currently not available.

Restatement: The prior year amounts have been restated due to corrections made in the
2008/9 financial statements and to the report, .

Quick assat ratio (Acid test)

2009/10 2008/0%9
Description '
Current assets 92,340,845 | 163,863,207
Less: Inventory ' 886,431 2,918,840
Totat 81,454 214 180,944,367
Current liabilities 111,875,408 , 51,858,647
Quick asset ratio 0,82: 1 1,75:1

Restatement: The amounts for the 2008/9 financiai year have been restated due to
corrections made to the report’in the 2009/10 financial year.
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5.3 Solvability

In this ratio, the total assets are compared to the
Municipality to meet its obligations in the lo
insolvency. The following table shows the

total liabilities, and it shows the abil.ity c_)f the
ng term. A ratio of less than one is an indication of
calculation of the solvency ratio:

2009/10 2008109
Description
TOTAL ASSETS:
Current assets 92,340,645 | 163,863,207
Non-current assets 544 480,095 588,334,516
Total 736,830,740 752,197,723
TOTAL LIABILITIES:
Current liabilities 111,875,408 91,858,647
Plus: Long-term loans 35,867,643 41,208,422
Consumer deposits 3,278,322 3,189,275
Non-current provisions 18,929,300 9,295,845
Lease liabifiies 57,178 89,778
Total 170,007,849 145,842,968
Solvabilty Ratio 4,331 5,16 1

The total assets of the Munici

with 17% resulting in an decrease in t
increased with 10% while external lo

was provided for due to the
influence on this ratio.

Restatement: The amounts for the 2008/9 financ
corrections made to the report in the 2009/10 financial y

5.4 Total debt to total revenue ratio

According to credit rating companies,

50%. The ratio decreased from 28

ascribed to the fact that the tot
total ravenue.

pality decreased with 2,04% while the total liabilities increased
he solvability ratio as stated above. Non-current assets
ans decreased with 13%. No provision for depreciation
implementation of Diractive 4, which could have a significant

ial year have been restated due to

the benchmark for local government is a ratio of less than
75% to 18,05% since 2008/9.

al debt decreased with 30% in relation o the increase of 12% in

This decrease can be

Description 2009/10 2008/09
Total debt 65,287,540 92,704,320
Total revenue 361,631,928 322,460,056
Ratio 18,05% 28,75%

13
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5.5 Cashbook halance plus short-term loans to total operating revenue
Description 2008/10 2008/09
Cash book overdraft Plus short term Ioans 29,419 997 51,495,808
Total revenua 361,631,926 322,460,056
Ratio B,14% 15,97%

According to credit rating companies, the benchmark is a ratio of less than 5%. The ratio
improved due to a decrease in the negative cash book balance and an increase in revenue,

5.6 Cash to interest coverage
This ratio indicates to what extent a local authority can generate sufficient cash from its normal

activities to cover its exiernal interest liabilities. If the ratio is less than 1:1, it may indicate future
¢ash flow problems. The ratio for the past two financiat years is as follows:

Description 2009110 2008/09
Cash generated from operations {Neit cash flow) 186,162,556 | ~ 171,761,100
Interest paid on external loans 6,316,006 11,051,650
Ratio 29,47 : 1 15,54 : 1

The ratio shows an increase as the interest paidon e

cash generated from operations increased with 8% since 2008/9,

5.7 Debt to cash ratio

This ratio indicated below is a yardstick to measure the time

authority to pay off its debt (loans) from cash generated by operating activities.

the past two financial years is as follows:

xternal loans decreased with 43% and the

(in years) that it will take a local
The ratio for

200910 2008/09
Description
Leng-term dabt 35,867,643 41,208,422
Cash generated from operations 186,162,556 171,761,108
Ratio 1,931 2,40 :1

The ratio shows a decrease as the long-term debt decreased with 13% while the cash
generated from operations increased with 8% since 2008/9.

Restatement: The amounts for the 2008/9 financial year have been restated due to
corrections made to the report in the 2009/10 financial year.

14
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5.8 Repairs and maintenance to annyal operating revenue
Description 2009/10 2008/09
Annual Operating revenue 361,631,926 322,460,056
Repairs and maintenance 16,822,572 17,968,557
Percentage 4,65% 5,57%
This ratio decrease is not very positive as i showed that less funds w ere channelled to
repairing of our equipment and infrastructure,
5.9 Net debtors to total annua| oberating revenue
—
Description 20_09!10 2008/09
Annual operating revenue 361,631,926 322 460,056
Debtors (excluding provision for bad debt) 204,230,305 - 175,207 222
Percentage 56.47% 24.33%
L
This ratio did not have any significant movement. This is a clear indication that the debt
collection process of the municipality needs to be improved even more.
Restatement: The amounts for the 2008/g financial year have, been restated due ftg
corrections made to the report in the 2009/10 financial year.
6. CHALLENGES EXPERIENCED DURING 2009/10
6.1 GOING CONCERN ISSUES

The going concern of the municipality remains z issue that management needs to address, the

following areas are of concern:

* The government subsidies equate to 329
as the 2008/9 financial year the percentage was 27%.
reliance by the municipality on government grants.

°  With reference to 5.2 (Quick asset ratio), the ration of 0,82 -
norm of 1 : 1, The figure is however i
remains a problem,
look a great deal different.

= Our cash book balance plus short-term debt to operating revenue ratio
an improvement as it decreased from 15,97% (2008/9) to B,14%

municipality is relying on debt to finance its operations on
concern. The municipality will need tg seriously address this in
a going concern.

® Although the personnel Costs decreased from 35,13

an i

of our income. The situation showed an increase
This means that there was a greater

1is an average ratio given the
deceiving as the recoverability of our debtors stiil
If one oniy takes the recoverable debt into consideration the ratio would

(section 5.5 above) is
(2009/10). The fact that the

% in 2008/9 to 24,46 % in 2009/10. The

ratio is still too high due to the impairment of debt and the municipality should make ai

15




Dihlabeng Local Municipality

Annual Financial Statements for the year ended 30 June 2010

possible efforts to reduce it to at least 30% exciuding impairment of debt in the next financial
year to ensure that the municipality is able fo meet all its financial obligations. (Refer to 2.3 for
more detail)

® The loss of R 41,7 million of the 2009/10 financial year was largely due to the fact that the
municipality needed to properly account for its debtors, In order for the outstanding debtors
to reflect a truer balance, we needed to make a provision for debt impairment of R 128
million, this was needed in order to play catch-up due io the lower provisions made in the
prior financial years. Due to the large provision made in this financiat year, the provisions

going forward wilf then become more reasonable and the surplus / deficit will be more
realistic. . :

6.2 IMPLEMENTATION OF ACCOUNT!NG STANDARDS

The Dihtabeng Local Municipality experfenced problems with the implementation of certain accounting
standards during the compilation of the 2009/10 financial statements and therefora had to make use
external experts to assist,

The Municipality had to comply with the accounting framework as set out in paragraph 1 of the
Accounting policies as contained in the Annual Financial Statements of 2008/10. This accounting

framework was determined in Directive 5 Issued by the Accounting Standards Board on 31 March
20089, :

6.3 COMPLIANCY OF ASSET REGISTER

It was a tremendous challenging exercise during the 2009/10 financial year to produce a compliant
and purified asset register, However, due to a Jack of capacity within the Municipality, a tender was
awarded to appoint a service provider to assist the municipality to ensure compliance to the new

accounting standards. The service provider assisted with the verification, review of useful lives,
impairment, ete, '

7. APPRECIATION

I 'am grateful to the Mayor, Members of the Executive Committee, Councillors, Office of the Municipal
Manager, Directors, staff and our service providers for the support they have given me and my
personnel during the 2009/10 financial year. A special word of appreciation to everybody for ’ghe
months of hard work, sacrifices and cancentrated efforts during the financial year to enable my office

to finalise and submit the annual financial statements within the prescribed period of 2 months after
year end (i.e. 31 August).

' ‘,,;;@é///ﬂ

THABISG TSOAEL]
NICIPAL MANAGER
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Statement of Financial Position

Figures in Rand

Note(s) 2010 2008
Assets
Current Assets
Other financial assets 6 354,700 - 421,371
inveniories 8 ‘886,431 2,918,840
Trade and other receivables from exchange transactions 9 88,764 476 159,873,484
Other receivables from non-exchange transactions 10 2275972 604,382
Cash and cash equivalents 12 50,086 45,130
92,340,645 163,863,207
Non-Current Assets
Investment property 3 6,403,662 6,403,662
Property, plant and equipment 4 635,108,038 579,883,497
Intangible assets 5 983,620 983,620
Other financial assets 8 811,320 736,774
Prepayments 1,183,455 -
Long-term debtors . - 326,963
644,490,095 . 588,334,518
Total Assets 736,830,740 752,197,723
Liabilities
Current Liabilities _
Cash and Cash Equivalents 12 25,448,041 47,447 860
Other financial liabilities 13 3,971,956 4,048,038
Trade and other payables from exchange transactionsg 17 59,653,850 35,812,121
VAT payabie 18 13,085,561 1,851,628
Unspent conditional grants and receipts 15 9,716,000 2,699,000
111,875,408 91,858,647
Nen-Current Liabilities :
Other financial iabilities 13 35,867,643 41,208,422
Finance lease obiigation _ 14 57,176 88,779
Retirement benefit obligation 7 21,400,326 20,656,529
Provisions 16 18,928,300 9,296,845
Consumer deposits ‘3,278,322 3,189,275
79,532,767 74,440,850
Total Liabilities 191,408,175 166,299,497
Net Assets 545,422 565 585,898,226
Net Assets
Accumulated surplus 545,422 565 585,808,226

17
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Statement of Financial Performance

Figures in Rand

Note(s) 2010 2009
Revenue
Rendering of sundry services 1,123,843 1,047,838
Property rates 18 52,074,194 53,068,426
Service charges 20 175,861,990 161,432,020
Sale of housing 29,070 -
Rental of facillties and equipment 33 3,525,265 3,037,369
Interest received 12,381,085 17,987,800
Fines 251,160 501,898
Lieences and permits 33,987 {5,028)
Govemment grants and subsidies 21 115,541,926 85,861,585
Other income 22 683,451 {539,728)
Interest Recaived - Investments 28 25,925 67,776
Totat Revenue 361,631,926 322,480,055
"Expenditure
Employee Related Costs 24 (100,929,209) (92,011,503
Remuneration of councillors 25 (7,917,822) (7,144.( )
Administrative expenditure 28 - (10,400)
Depreciation and amortisation 30 (31,428) (31,438)
Fair Value Adjustment of Accounts Receivabie (1,124,983) -
Finance costs 31 (6,316,008} {11,051,650)
Debt impairment 27 (128,213,955) (12,826,290)
Repairs and maintenance (16,822,572) (17,968,557)
Bullk purchases 36 (56,866,979) (43,164,578)
Contracted services 34 (1,319,356) (884,894)
Grants and subsidies paid 35 (9,365,512) - (5.355,486)
General Expenses 23 (83,764,260) (71,501,654)
Total Expenditure {412,672,182) {261,950,632)
Gain or loss on disposal of assets and liabilities 10,251,726 161,673
Fair value adjustments - Investments 29 30,845 43,438
Fair value adjustments - Game Stock (1,031,600) 542,225
(Deficit) surplus for the year (41,789,285) 61,256,760

18
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Statement of Changes in Met Assets

- Accumulated Total net
Figures in Rand surplus asseis
Opening balance as previously reported - 547,121,783 547,121,783
Adjustments
Difference regarding 2007 prior year error - 255,957 255,957
Change in accounting policy, Implementation of GRAP - - 983,620 983,620
Prior year adjustrnents - (23,719,894) (23,719,894)
Balance at 01 July 2008 - Restated : - 524,641,466 524,641,466
Changes in net assets
Surplus for the year - 61,256,760 51,256,760
Total changes - 61,256,760 61,256,760
Opening baiance as previously reported - 585,898,225 585,898,225
Adjustments o
Prior year adjustments - - 1,313,625 1,313,625
Balance at 01 July 2009 as restated - 587,211,850 587,211,850
Changes in net assets : .
(Deficit) for the year - (41,789,285) (41,789,285)
Total changes - {41,789,285) (41,789,285)
Balance at 30 June 2010 - 545,422,565 545,422,565

Note(s)

19



Dihﬂabeng Local Municipa!é‘ty

Annual Financia Statements for the year ended 30 June 2010

Cash Flow Statement

Figures in Rand Note(s) 2010 2009
Cash flows from operating activitios
Receipts
Sate of goods and services 186,162,558 171,761,109
Grants 122,558,926 84,154,072
308,721,482 255,921,014
Payments
Employee costs (108,887,917) (99,155.5§5)
Suppliers (121,797,017) (140,397,474)
(230,684,934) (238,539,850)
Net cash flows from operating activities 37 78,036,548 16,381,164
Cash flows from investing activities
Purchase of property, plant and equipment -4 (55,715,270) (3423:-2?3)
Proceeds from sale of Property, plant and equipment 4 10,251,726 16 r568)
Proceeds from sale of finangia] assets 22,870 (49,
Proceeds from sale of long-term debtors 325.953) . -
Other cash item {15,095 -
Interest income 25,925 87,776
Net cash flows from investing activities {45,102,781) (34,057,958)
Cash flows from financing activities
Repayment of other financial liabilities {5,416,861) (2-232-;;?
Movement in tonsumer deposits 89,047 281792)
Finance lease payments (70,377) 7(38,896
Adjustment posted directly in surplus 758,411 3,738,
Finance costsg (6,278,232) (11,051,650)
Net cash flows from financing activities (10,920,012} {9,025,602)
(=)
Met increasel(decrease) in cash and cash equivalents 22,013,755 (23:;3;1254)
Cash and cash equivalents at the beginning of the year (47,402,730) (20,898,
30
Cash and cash equivalents at the end of the year 12 (25,388,375) (47,402,730)
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Accounting Policies

1. Presentation of Annual Financial Statements

The annual financial statemenis have been prepared in accordance with the effective Standards of Generally Recognised

Accounting Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards
Board.

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

Thesa gccounting policies are consistent with the previous period

The standards included in the GRAP reporting framework, as determined in Directive 5 as issued by
the accounting Standards Board, are summarised as follows:

GRAP 1 Presentation of Financial Statements

GRAP 2 Cash Flow Statements

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

GRAP 5 Borrowing Costs

GRAP 6 Consolidated and Seperate Financial Statements

GRAP 7 Investments in Associates

GRAP 8 Interest in Joint Ventures

GRAP 9 Revenue from Exchange Transactions

GRAP 10 Financial Reporting in Hyperinflationary Economies

GRAP 11 Construction Contracts

GRAP 12 Inventories

GRAP 13 Leases

GRAP 14 Events after the reporting date

GRAP 15 Investment Property

GRAP 17 Property, Plant and Equipment

GRAP-19 Provisions, Contingent Liabilities and Contingent Assets
GRAP 100 Non-current Assets held for Sale and Discontinued Operations
GRAP 101 Agriculture

GRAP 10z Intangible Assets

IFRS 3 (AC140) Business Combinations

IFRS 4 {AC141) Insurance Contracts

IFRS B (AC143) Exploration for and Evaluation of Minerat Resources
IFRS 7 (AC144) Financia Instruments: Disclosures

IAS 12 (AC102) Income Taxes

IAS 19 {AC118) Employee Benefits

AS 32 (AC125) Financial Instruments: Presentation

IAS 36 (AC128) impairment of Assets

IAS 39 (AC133) Financial Instruments: Recognition and Measurement

These accounting policies are consistent with the previous period.
1.1 Significant judgements and sources of estimation uncertainty

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the
amounts represanted 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 resuits in the future could differ fram these
estimates which may be material to the annual financial statements, Significant judgements incluge:

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

The municipality assesses its trade receivables and toans and receivables for impairment at each statement of financial
pasition date, In determining whether an impairment loss should be recorded in the statement of financial perforrna!'lce. the
municipality makes judgements as to whether there is observable data indicating a measurable decrease in the estimated
future cash flows from a financial asset,
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Accmmting Policies

1.1 Significant judgements and sources of estimation uncertainty (continued)
the estimated losg emergence periad.

Allowance for siow moving, damaged and obsolete stack

" -An allowance for stock to write stack down o the lower of cost or net realisable valye, Management have made estimates
of the selling price and direct cost tg sell an certain inventory items.

Fair value estimation

The fair value of financial instruments traded in active markets (such as trading and avaifgble-for—sgle securities) is based
0N quoted market prices at the statement of financial position date. The quoted market price used for financial assets held
by the municipality is the current bid price,

The fair value of financiat 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 each statement of financial position date. Quoted market prices or dealer guotes for
similar instruments are used for long-term deht, Other techniques, 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 cafc_:ulated as the )
bresent value of the estimated future cash flows. The fair value of forward foreign exchange coniracts is determined using
quoted forward exchange rates at the statement of financial position date.

The carrying value less impairment pravision of trade receivables and payables are gssumgd to approximate their fair
values. The fair vailye of financial liabilities for disclosure purposes is estimated by' dlscountapg_the future contractual cash
flows at the current market interest rate that is available to the municipality for similar financial instruments,

Impairment testing

The recoverabie amounts of cash-generating units and individual assets have been determined based on the !ugher of
value-in-use calculations and fair values. These calculations require the use of estimates and assumpt_ions. Itis reasonably
possible that the assurmptions may change which may then impact our estimations and may then require a matenial
adjustment to the cartying value of goodwiii and tangibie assets,

The municipality reviews and tests the carrying vafue of assets when evenis or changes in circt{mstances suggest that the[
carrying amount may not be recoverable, Assets are grouped at the lowest level for which identifiable cash flows are largely
independent of cash flows of ather assets and fiabjlitjes. 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 goodwil] and tangible asseis are inherently uncertain angd could materially change over time.
They are significantly affected by a number of factors including maintenance, changes in technology, market conditions,
together with economic factors such as interest rate fluctations..

Provisions

Frovisions were rajsed and management determined an estimate based on the information available. Additional disclosure
of these estimates of provisions are included in note 16 - Provisions.

Post retirement benefits

Other key assumptians for pension obligations are based on current market conditions, Additional informatior is disclosed
in Note 7.
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1.1 Signiﬁcantjudgements and sources of estimation uncertainty {(continued)

Effective interest rate

The Municipality used the prime interest rate 1o discount future cash flows,
1.2 Investment property

Investment Rproperty is property (land or a building - or part of 3 building - or bath) held to earn rentais or for capiial
appreciation or both, rather than for:

. use in the production or supply of goods or services or for

* . administrative purposes, or

. sale in the ordinary course of operations.

Owner-occupied property is property held for use in the production or Supply of goods or services or for administrative
purposes.

Investment Property is recognised as an asset when, and only when, it is probable that the future economic benefits that
are associated w

ith the investment property wilt flow to the enterprise, and the cost of the investment property can be
measured reliably.

fnvestment property is initialty recognised at cost. Transaction costs are included in the initial measurement.

Gosts include costs incurred initiafly and costs incuired subsequently to add to, or ta replace a part of, or service a property.
If 2 reptacement Part is recognised in the carrying amount of the investment property, the carrying amount of the replaced
part is derecognised,

Fair value
Subsequent to initial measurement investment property is measured at fair vajye.

‘A gain or loss arising from g change in fair value is included in net surplus or deficit for the period in which it arises.

Transitional provision

The municipality changed its accounting policy for investment property in 2009. The change in accounting palicy was made in
accordance with its transitional provision as per Directive 4 of the GRAP Reporting Framewaork.

According to the transitiona provision, the municipality is nat required ta measure investment Property for reporting periods
beginning on or after a date within three years following the date of initia| adoption of the Standard of‘GRAP on lnvestmE_n_t |
property. invesiment property has accordingly been recognised at provisional amounts, as disclosed in note 3. The transitiona
provision expires on 30 June-2011,

Until such time as the measurement period expires and investment property is recognised and measured in accordance with
the requirements of the Standard of GRAP on Investment preperty, the municipality need net comply with the Standards of
GRAP on:

= Presentation of Financial Statements (GRAP 1,

The Effects of Changes in Foreign Exchange Transactions {GRAP 4),

Leases (GRAP 13), .
Segment Reporting (GRAP 18), ’
Non-current Assets Held for Sate and Discontinued Operatians {GRAP 100)

The exemption from applying the measurement requirements of the Standard of GRAPF on Investment property implies Fhat any
associated presentation and disclosure requirements need not be complied with for investment property not measured in
accordance with the requirements of the Standard of GRAP on Investment praperty. )

1.3 Property, plant and equipment
Property, plant angd equipment are tangible non-current assets (including infrastructure assets) that are held for use in the
pro

duction or supply of goods or services, rental to others, or for administrative purpases, and are expected to be used during
more than one period.
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1.3 Property, plant and equipment {continued)

The cost of an item of Property, plant and equipment is recognised as an asset when:
e it is probable that future &conomic benefits or service potential associated with the itern will flow to. the
municipality; and
®* . the cost of the item can be measured refiably.

Property, plant and equipment is initially measured at cost.

The cost of an item of property, plant and equipment is the burchase price and other costs attributable to bring the asset to thed
_location and condition n £88ary for it to be capable of operating in the manner intended by management. Trade discounts an
rebates are deducted in arriving at the cost.

Where an asset Is acquired at no cast, or for a nominal cost, its cost is its fair value as at date of acquisition.

Where an jtem of property, plant and eguipment is acquired in exchange for g non-monetary asset or monetary assets, or a
combination of monetary and nen-manetary assets, the asset acquired is initially measured at fair value (the cost). If the
acquired item's fair vajye was not determinable, it's deemed cost js the carrying amount of the asset(s) given up.

When significant tompanents of an item of Property, plant and equipment have differen useful lives, they are accounted for
Separate items (major components) of property, plant and equipment. '

Costs include costs incurred initially to acquire or conétruct an item of property, plant and equipmen‘t and costs incurrgd
subsequently to add o, replace part of, or service it, lf g replacement cost is recognised in the camrying 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 L':-. located is also
included in the cost of property, plant and equipment, where the entity is obligated to incur such faxpen-dtture, apd where the
obligation arises as g result of acquiring the asset or using it for purposes other than the production of inveniories.

Recognition of costs in the carfying} amount of an item or praperty, plant and equipment ceases when the item is in the {ocation
and conditian necessary for it to be capable of operating in the manner intended by management.

Major spare parts and stand by equipment which are EXpected to be used for more than one period are iqéludgd in property,
plant and equipment, In addition, spare parts and stand by equipment which can only be used in connection with an item of
praperty, plant and equipment are accounted for as Property, plant and equipment.

Major inspection costs which are a condition of continuing use of an item of property, plant and eiquipmeqt and which mF—‘F-‘i.th_e
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 equipﬁment is carried af cost less accumulated depreciation and any impairment losses.

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

ltem Average useful life
Infrastructure
. Roads and Paving 10-30
a Airports 20
. Pedestrian Malls 20
°*  Electricity 10 - 30
*  Water . 15-20
. Sewerage 15- 40
0 Security Measures 3-5
Community

- * Buildings community 30
*  Recreational Facjlities 20
. Land . Infinite
Other property, plant and equipment
a Office Equipment 5-7
° Furniture and Fittings 7-10
e Bins and Containers 5-10
*  Emergency Equipment 5-15
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1.3 Property, plant and equipmeant {(continued)

Motor Vehicles 3-20
= Plant and Equipment . 5-15
" Buildings other Infinite
: Other (Aircraft) 15

Each pan' of an item of property, plant and equipment with a cast that is significant in relation to the total cost of the item is
depreciatad separately,

The depreciation charge for each period is recagnised in surplus or defieit.

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

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

Transitional provision

According to the transitional provision, the municipality is not required to measure property, plant and equipment for reporting
periods beginning on or after a date within three years following the date of initial adoption of the Standard of GRAP on
Property, plant and equipment. Property, ptant and equipment has accordingly been recognised at provisional amounts, as
disclosed in note 4, The transitional provision expires on 30 June 2011, o .

Until such time as the measurement period expires and property, plant and equipment is recognised and measured in
accordance with the requirements of the Standard of GRAF on Froperty, plant and equipment, the municipality need nat
- comply with the Standards of GRAP on: :
. Presentation of Financial Staterments (GRAP 1,
The Effects of Changes in Foreign Exchange Transactions (GRAP 4),
Leases (GRAP 13),
Segment Reporting (GRAP 18),
Non-current Assets Held for Sale and Discontinued Operations (GRAP 100)

. arises from contractual rights or other legai rights, regardless whather those rights are transferable or separate
from the municipality or from other rights and obligations,

An intangible asset is recognised when: ' -
° it is probabie that the expected future economic benefits that are attributable to the asset will flow to the entity,
and
. the cost of the asset can be measured reliably.
Intangible assets are initially recognised at cost.

Expenditure gn résearch (or on the research phase of an internal project) is recognised as an expense when it is incurred.
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1.4 Intangible assets (continued)

An intangible asset arising from development {or from the deve!opn’_lent phas_e of an internal project) is recognised when:

= there is an ability io use or sefl i,

= it will generate prabable future economic benefits.

. there are availabie technical, financiat and other resources to complete the development and to use or sell the
assef,

the expenditure attributable to the asset during its development can be measured reliably,

Intangible assets are cartied 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 faciorg, there. is no )
foreseeable limit 1o the period over which the asset Is expected to generate net cash inﬂow§. Arnortlsatlop is r'mt pru\{lded
for these property, plant and equipment. For all other intangible assets amortisation is provided on g straight line basis over

their usefu! fife,

Internally generated brands, mastheads, Publishing titles, customer lists and items similar in substance are not recognised
as intangible asses, )

Item Useful life
Computer software d years
Website development costs 3 years

1.5 Financial instruments
Classification
The municipality classifieg financial assets and financial #iabilities into the following categories;
. Loans and receivahles '
. Financial liabilities at fair value through surplus or deficit
° Financial liabilities measured at amortised cosf
Classification depends on the purpose for which the financial instruments were obtained / incufr,Ed and take; place ai initf-?l )
recagnition. Classification js re-assessed on an annuaj basis, except for derivatives and financial asse&s designated as at fair
value through surplus or deficit, which shall not be classified out of the fair value through surplus or deficit category.
Initial recognition and measurement

Financial instruments are recognised initially when the murnicipality becomes a party to the contractual provisions of the
instrumenis,

The municipality classifies financial Instruments, or their Component parts, on initial recognition as & financial asset, a
financial liabitity or an equity instrument in accordance with the substance af the contractual arrangement.

Financial instruments are measured injtially at fair value, except for equity investments for which a fair value is not
determinable, which are measured at cost and are classified as available-for-saie financial assets,

For financial instruments which are nat at fair value through surplus or deficit, transaction costs are included in the initial
Mmeasurement of the instrument, ' '

Subsequent meas urament

Financial instruments at fair value through surplus or deficit are subsequently measured at fair \rqlue, with gains and losses
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1.5 Financial instruments (continued) ]
arising from changes in fair value being inctuded in surplus or deficit for the period.

Net gains or losses on the financial instruments at fair value through surplus or deficit include dividends and Interest,

Dividend income is recognised in surplus or deficit as part of other income when the municipality's right to receive payment
Is established. )

Loans and receivables are subsequently measured at amortised cost, using the effective interest method, less accumulated
impairment Josses,

Financial liabilities at amortised cost are subsequently measured at amortised cost, using the effective interest method.

Fair value determination

The fair values of quoted investments are based ©n current bid prices, If the market for a financial asset is not active (and
for unlisted Securities), the municipality establishes fair vajue by using valuation technigues. These include the use of
recent arm's length transactions, reference to other instruments.that are substantially the same, discounted cash flow
analysis, and option pricing madels making maximum use of market inputs and relying as liitle as possible on entity-specific

Impairment of financial assets

At each end of the reporting period the muricipality assesses all financial assets, other than thos_e at fair V?IIUE through
surplus or defici, to determine whether there is objective evidence that a financial asset or group of financial assets has
been impaired.

' For amounts due to the municipalily, significant financial difficulties of the debtor, probability that the debtor will enter
bankruptcy and default of payments are all consitdered indicators of impairment,

In the case of equity securities classified as évéilable-far—sale, a significant or prolonged_ decline in .thei fair value of the ol
Security below its cost is considerad an indicator of Impairment. If any such evidence exists for available-for-sale financia
assets, the cumulative Joss - measured as the difference between the acquisition cost and current fair value, less any

Impairment loss on that financial assel previously recognised in surplus or deficit - is removed_ from equity as a
reclassification adjustment in other comprehensive income and recognised in surplus or deficit,

Impairment losses are recognised in surplus or deficit.

Impairment losses are reversed when an increase in the financial asset's recoverable amount can be related objectively tEG
an event accurring after the impairment was recognised, subject to the restriction that the cammying amount of the financia
asset at the date that the impairment is reversed shall not exceed what the carrying amount would have been had the

Reversals of impairment losses are recognised in surplus or deficit except for equity investments classified as available-for-

Impairment losses are also not subsequently reversed for available-for-sale equity investments which are held at cost
because fair value was not determinable,

Where financial assets are impaired thr : 3
or deficit within operating expenses. When such assets are written off, the write off is made against the relevant allowance

the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised in surplus or
deficit when there is objective evidense that the asset is impaired. Significant financiat difficulties of the debtor, probability
that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30 days
overdue) are considered indicators that the trade receivable is impaired. The allowance recognised |s measured as the
difference between the asset's carrying amount and the present value of estimated future cash flows discounted at the
effective interest rate Computed at initial recagnition. '
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1.5 Financial instruments {continued)

The carrying amount of the asset is reduced through the use of an allowance account, and the amoqn_t of the deficit is )
recognised jn surplus or deficit within operating expenses. When a trade receivable is uncollectible, it is WﬂttEI'.I off aga‘lns’[
the allowance account for trade receivables, Subsequent recoveries of amounts previously written off are credited against
operating expenses in surplus or deficit.

Trade and other receivables are classified as loans and receijvables.

Trade and other payables

Trade payahles are initially measured at fair value, and are subsequently measured at amortised cost, using the effective
interest rate method.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highty liqyid investments
that are readily convertible ta a known amaunt of cash and are subject to an insignificant risk of changes in value. These

Bank overdraft and borrowings

Bank everdrafts ang borrowings are initially measured at fair value, and are subsequently Measured at amortised cost,
using the effective Interest rate method. Any difference between the proceeds (net of transallctmn costS_) gnd‘thle settleme_n’t
or redemption of borrawings is fecognised over the term of the borrowings in accerdance with the municipality's accounting

policy for borrowing costs.

Financial Habilities and equity instruments

Gains and losses

A gain or joss arising from a change in a financial asset or financial liability is recognised as follows: o
. A gain or loss on a financial asset or financial liability classified as at fair value through surplus or deficit is
recognised in surplus or deficit; ‘ ) )
* * Forfinancial assets and financial liabilities carried at amortised cost, a gain or loss is recognised in surplus or
deficit when the finandal asset or financial liability is derecognised or impaired, and through the amortisation
process. .

Derecognition of Financial Instruments
Financial agsets

A financial asset (or, where applicable a part of a financial asses or part of a group of similar financial assets) is
derecognised where: :
. the rights to receiye cash flows from the asset have expired: o them
.o the municipality retains the right to receive cash flows from the asset, but has assumed an obligation to pay

- has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred
contro! of the asseat.

Where the municipality has tfansfen'ed its rights to receive cash flows from an asset and has neither tran§ferred nor gt
retained substantially all the rigks and rewards of the assat nor transferred control of the asset, the asset is recognised to
the extent of the municipality's continuing involvernent in the asset. Continuing inv_ulvement that takes the form of a




Dihlabeng Local Municipality

Annual Finangial Statements for the year ended 30 Jure 2010

Accounting Policies

1.5 Financial instruments {continued) . ) o

written put option (including a cash-settled option or similar prowann) on an asset measured at
municipality’s continuing involvement is limited to the lower of the fair value of the transferred
asset and the option exercise price,

except that in the case of a
fair value, the extent of the

Financial liabilities

A financiaf liability is derecognised when the obligation under the liability is discharged, cancelled or expires. Where an
exisling financial liability is replaced by another from the same lender on substantially different terms, or the terms pfan[
existing liability are substantially modified, such an exchange or modification is treated as a dereco.gnltlon ofthe origina
liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognised in surpius
or deficit,

Impairment of financial assets

The municipality assesses at each statement of financial position date whether a financial asset or group of financial assels
is impaired,

Assets are carred at amortised cost.

significant or not, the asset is included in a group of financial assets with similar credit risk characlteris’.u’cs and that group ﬁf
financial assets js collectively assessed for impairment, Assets that are individually assessed for impairment and. for whic
an impairment loss is or continues to be recognised are not included in a collective assessment of impairment,

1.6 Leases

A lease is classified as a finance lease if it transfers Subslantially all the risks and rewards incif:lerjta! to ownership. Alease
is classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership.

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 [ease payments. The correspondmg liability to
the lessor is included in the statement of financial position as a finance lease obligation.

Operating leases - lessor
Operating lease income is recognised as an income on a straight-line basis over the fease lerm.

Initial direct costs incurred in negotiating and arrangfng 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 income.

Income for leases s disclosed under revenue in the statement of financial perfermance.
Operating leases — lessee

Operating lease payments are recognised as an €Xpense on a straight-tine basis over the lease term. The d{ﬁerence asset
between the amounts recognised as an expense and the contractual payments are recognised as an operating lease .
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1.6 Leases {continued)
This liahility is not discounted,

Any contingent rents are expensed in the period they are incumred,

1.7 Inventories
Water inventory are measured at the lower of cost and net realisable value.
Other inventary are measured ai the lawer of cost ang net replacement value,

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of completion
and the estimated costs necessary to make the sale.

The cost of reporting date comprises of all costs of purchase, costs of conversion and ather costs incurred in bringing the
inventories to their present lacation and condition. )

The cost of inventories is assigned using the weighted average cost formula. The same cost formula is used for all
inventores having a simitar nature and use to the entity.

When inventories are sold, the carrying amount of those inventories are recognised as an expense in the period in which
the related revenue is recognised. The amount of any write-down of inventories to net realisable value and all losses of
inventaries are recognised as an expense in the period the write-down or loss occurs, The amount of.any_ reversal of any
write-down of inventones, arising from an increase in net realisable value, are recognised as 3 reduction in the amount of
inventories recognised as an expense in the period in which the reversal occurs,

1.8 Non-current assets held for sale {and) (disposai groups)

to the sale, which should be expected to qualify for recognition as g completed sale within one year from the date of
classification. '

Non-current assets held for sale (Dr disposal group) are measured at the fower of its carrying amount and falr value less
costs to seff. - ‘

A non-curmrent asset is not depreciated (or amartised) while it is classified as held for sale, or while it is part of a disposal
group classified as held for sale,

1.9 Impairment of cash-generating assets

Cash-generating assets are those assets held by the municipality with the pri.mary objective of generaling a commercial return.

When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial
refurn,

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 Josses therean,

A cash-generating unit is the smatlest identifiable group of assets held with the primary objective of generating a commercial
flows f

return that generates cash in Ws [rom continuing use that are largely independent of the cash inflows from other assets or
oroups of assets.
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1.8 lImpairment of cash-generating assets {continued)

Fair value less costs to self 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 aver which an asset is expected fo be used hy the municipality; or L
. (b} the number of production or similar units expected to be obtained from the asset by the municipality.

1.10 Employee-beneﬁts

Short-term employee benefits

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, st_{t:h as pait_:l ]
vacation leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in the period in
which the service is rendered and are not discounted.

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

The expected cost of surplus sharing and bonus payments is recognised as an expense when there is a legal or
constructive obligation to make such payments as a result of past performance,

Defined contribution plans

Fayments to defined contribution retirement benefit plans are cﬁarged a5 an expense as they fall due,

Payments made to Industry-managed (or state plans) retirement benefit schemes are dealt with as defined gont‘ribution
plans where the municipality's obligation under the schemes is equivalent to those arising in a defined contribution
retirement benefit plan. ‘

Other post retitament obligations
The municipality provides post-retirement health care benefits upon retirement fo some retirges,

The entitlement to post-retirement health care benefits is based on the employee remaining in service up to retirement age
and the completion of a minimum service period. The expected cosis of these benefits are accrued over the period qf
employment, Independent qualified actuaries carry out valuations ofthese obligations., An annual charge to income is made
to cover both the liability.

1.11 Provisions and coniingencies

Pravisions are recognised when;
. the municipality has a present obiigation as a result of 5 past event; )
. it is probable that an outflow of resources embodying economic benefits or service potential will be required to
settle the obligation: and :
u a reliable estimate can be made of the obligation.

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

Where some or all of the expenditure required to settle a provision is expected {0 be reimbursed by another party, the
reimbursement ig recognised when, and only when, it is virtually certain that reimbursement will be received if the
municipality setiles the obiigation, The reimbursement is treated as a separzte asset. The amount recognised for the
reimbursement does not exceed the amount of the provision,
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1.11 Provisions and contingencies (continued)
Increase is recognised as an interest expense.

Provisions are not recognised far future operating surplus,

H'an entity has a contract that is onerous, the present obligation (net of recaveries) under the contract is recognised and
measured as a provision. '

A constructive obligation to restructure arises only when an entity:

. has a detailed farmal plan for the restructuring, identifying at least:
- the activity/operating unit or part of a activity/operating unit concemed;
- the principat locations affected: ' : .
- the location, function, and approximate number of employees who will be compensated for services being
terminated; )
- 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 ar announcing its main features to those affected by it. ‘

Contingant assets and contingent liabilities are not recognised. Contingencies are disclosed in note 38.
1.12 Revenue from exchange transactions

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

Measurement

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

Sale of goods

. the municipaiity has transferred to the purchaser the significant risks and rewards of ownership of the goods;

. the municipal i i i
ownership nor effective contro} over the goods soid;

s the amounti of revenue can be measured reliably;

*  itis:probable that the economic benefits or service poteniial associated with the transaction will flow to the
municipality; and

*  the costs incurred or to he 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 raference to tha 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 amaunt of revenue can be measured reliably; -

s it is probabie 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 measurad reliably; and
*  the costs incurred for the transaction and the costs to complete the transaction can be measured refiably.

When the outcame of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised
only to the extent of the &Xpenses recognised that are recoverable.

Service revenue js recognised by reference to the stage of completion of the transaction at the reporting date.
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1.12 Revenue from exchange transactions {continued)
Inte;est, royalties and dividends

Revenue arising from the use by others of entity assets yielding interest, royalties and dividends is recog.nised when:
o Itis probable that the economic benefits or service potential associated with the transaci‘iorp will flow to the
municipality, and '
- The amount of the revenue can be measured refiably.

Interest is recognised, in surplus or deficit, using the effective interest rate method.

Dividends, or thejr equivalents are recognised, in surplus or deficit, when the rmunicipality's right to receive payment has been
established, '

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

1.13 Revenue from non-exchange transactions

Non-exchange transactions are defined as transactions where the entity receives value from another entity without directly
giving approximately equal value in exchange. :

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

Fair value is the amount for which an asset could be exchanged, ora liability setlled, between know]edgeable‘ willing parties in
an arm's length transaction. .

Veasurement

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates.
Rates, including collection charges and penalties interest

Revenue from rates, including collection charges and penafty interest, is recognised when: .
* itis probable that the economic benefits or service potential associated with the transaction will flow to the
municipality;
. the amount of the revenue can be measured refliably; and
. there has been compliance with the relevant legal requirements.

Changes to property values during a reporting period are valued by a suitably qualified valuator and adjustments are maC_ix? to |
rates revenue, based on a time proportion basis. Adjustments o rates revenue already recognised are processed or additiona
rates revenue is recognised,

Fines

Revenue from the issuing of fines jg recognised when:
. it is 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.

The municipality has twa types of fines: spot fines and summonses. 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_ publlg
prosecutor can decide whether to waive the fine, reduce it or prosecute for nan-payment by the offender. An estimate is made
for the revenue amount collected from spot fines and summonses based on past experience of amounts collected. Where a
reliable estimate cannot be made of revenue from summonses, the revenue fram summonses js recognised when the public
prosecutor pays over to the entity the cash actually collected on summonses issued,

Levies

Levies are recognised as revenue when: . .
. itis probable that the econamic benefits or service potential associated with the transaction will flow to the
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municipality; and
° the amount of the revenue can be measured reliably,

Levies are based on declarations completed by levy payers. The estimate of levies revenue when a levy payer has not
submitted a declaration are based on the following factors:

. the extent and success of procedures to investigate the non-submission of a declaratior] by defgulting fevy payers;
s internal records maintained of historical comparisons of estimated levies with actual levies received from individual
levy payers;

. historical information an declarations previously submitted by defaulting levy payers; and
°  the accuracy of the database of levy payers as well as the frequency by which i is updated for changes.

Changes to 'estimates made when more reliable fnformation becomes available are processed as an adjustment o levies
revenue.

Government grants

Government grants are recognised as revenue when:
° it is probable that the economic benefits or service potential associated with the transaction will flow to the
municipality, : )
a the amount of the revenue can be measured reliably, and
- to the extent that there has been compliance with any restrictions associated with the grant.

available for qualifying entities in accordance with an agreed programme may not be sufficient evidence of the probability of the
flow. Revenue is then only recognised once evidence of the probability of the flow becomes available,

Restrictions on government grants may result in such revenue being recognised on a time proportion hasis. Wh.ere th‘ere s no
restriction on the period, such revenue is recognised on receipt or when the Act becames effective, which-ever s earfier.

When government remit granis an a re-imbursement basis, revénue is recognised when the qualifying expense has been
incurred and to the extent that any other restrictions have been complied with.

Other grants and donations

Other grants and donations are recognised as revenue when:
. it is probable that the economic benefits or senvice potential associated with the transaction will flow to the
municipality;
: the amount of the revenue £an be meastred reliably; and ’
o to the extent that there has been compliance with any restrictions associated with the grant.

If goods in-kind are received without conditions attached, revenue is recognised immediately. i conditions are attached, a
liability is recognised, which is reduced and revenue recognised as the conditions are satisfied.

1.14 Investment income

Investment income is recognised on a time-proportion basis using the effective interest method.

1.15 Borrowing costs

Borrowing costs that are directly attributable to the acquiisition, consiruction or production of a qualifying asset are
capitalised as part of the cost of that asset until such time as the asset js ready for its intended use. The amount of
barrowing costs eligible for capitalisation is determined as follows:
*  Actual borrowing costs on funds specificaliy barrowed for the purpose of abtaining a qualifying asset less any
investment income on the temporary investment of thase borrowings. :
*  Weighted average of the borrowing costs applicable to the municipality on funds generally borrowed for the
purpose of obtaining a qualifying asset. The borrowing costs capitalised do not exceed the total borrowing costs
incurred. :
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1.15 Borrowing costs (continued)

The capitalisation of borrowing costs Commences when all the following conditions have been met:
. expenditures for the asset haye been incurred;
. borrowing costs have been incurred; and
. activities that are necessary 1o prepare the asset for iis intended use or sale are undertaken,

Capitalisation is Suspended during exiendad periads in which active developrent is interrupted.

Capitalisation ceases when substantially all the activities necessary to prepare the qualifying asset for its intended Use ar
sale are complete. .

When the municipality completes the canstruction of g qualifying asset in parts and each part is capable of being usec.l
while construction continues on other parts, the entity ceases capitafising borrowing costs when it completes substantially
all the activities necessary to prepare that part for its intended use or sale.

All other borrowing costs are recognised as an expense in the perod in which they are incurred.

1.18 Unauthorised expenditure

Unauthorised expenditure means:
a overspending of a vote or a main division within a vote; and

e 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. -

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance
in the year that the expenditure was incurred, The expendiiure is classified in accordance with the nature of the expense,
and where recovered, it is subsequently accounted for as revenue in the statement of financial performance,

1.17 Fruitless and wastefu] 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 staternen_t of financial
perfarmance in the year that the expenditure was incurred. The expenditure is classified in accordance Wlf.'h the nature of
the expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance.

1.18 Irregular expen'diture

lrregular expenditure as defined in section 1 of the MFMA is expenditure other than unauthnrised-expenditure, incurred in
contravention of or that is nat in accordance with a requirement of any applicable legislation. .

Irreguiar expenditure that was incurred and identified during the current financial and which was condunedbefor.e year end
and/or before finalisation of the financial statements must also be recorded appropriately in the irreguiar expenditure

register. In such an instance, no further action is also required with the exception of updating the note to the financial
statements. - A

Irregular expenditure that was incurred and identified during the current financial year and for which» condgnement is be_ing
awaited at year end must be recorded in the irregular expenditure register. No further action is required with the exception
of updating the note to the financial statements.

Where irregular expenditure was incurred in the previous financial year and is only condoned in the following financial year,
the register and the disclosure note to the financial statements must be updated with the amount condoned.

Ireguiar expenditure that was incurred and identified during the current financial year and which was not condoned by the
Mational Treasury or the relevant authority must be recorded appropriately in the iregular expenditure register. If.hablilfy for
the irregular expenditure can be attributed tg a person, a debt account must be created if such a person is liable in I;w.
Immediate steps must thereafter be taken to recover the amount fram the person concemned, [f recavery is not possible, the
accounting officer or accounting authority may write off the amount as deht impairment and disclose such in the relevant
note ta the financgial Statements. The irregular expenditure regisler must alsa be updated accordingly. If the irregular_
expenditure has not been condoned and no person is fable in faw, the expenditure related thereto must remain r:-1gv:-1lr'l5t_ﬂ'|‘|a
relevant pProgramme/expenditure item, be disclosed as such in the note io the financiaf statements and updated accordingly
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1.18 Irregular expenditure ({continued)
in the iregutar expenditure register,

1.19 Use of Estimates

applying the municipality's accounting palicies. The aregs invalving a higher degree ofjuc!gernent or complexity, ar areas
where assumptions and estimates are significant to the annual financial statements are disclosed in the relevant sections of
the annual financja] statements. Although these estimates are based on management's best knlnwfedge of current events
and actions they May undertake in the future, actual results ultimately may differ from those estimates.

1.20 Presentation of Currency

These annual financial statements are presented in South african Rand which is the functional currency.

1.21 Offsetting

Assets, labilities, revenue and expenses have not been offset'except when offsetting is required or permitied by a Standard
of GRAP or GAAP,

1.22 Investments

1.23 Conditional Grants and receipts

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the
municipality has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that
the criteria, conditions or obligations have not been met a liahility is recognised. :
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Figures in Rand 2010 2009

2. New standards and interpretations
2.1 Standards and interpretations effective and adopted in the current year

In the current year, the municipality has adopted the following standards and interpretations that are effective for the current
financial year and tha are relevant to its operations:

IGRAP 1: Interpretation of GRAP: Applying the Probability Test on Initial Recognition of Exchange Revenue
An entity assesses the probability of éach transaction on an individual basis when it occurs. Entities shall not assess the

probability on an gverall level based an the payment history of recipients of the service in generai when the probability of
revenue is assessed af initial recagnition.

The effective date of the interpretation is for years beginning on .or after 01 April 2000,

The municipality has adopted the interpretation for the first time in the 2010 annual financial statements,
The impact of the interpretation ig material but the materiality cannot be determined.

2.2 Standards and interpretations issued, but not yet effective

The municipality has not applied the following standards and interpretations, which hav‘e been published and are mandatary
for the municipality’s accounting periods beginning on or after 01 July 2010 or later periods:

GRAP 23: Revenue from Non-exchange Transactions

Revenue from non-exchange transactions arises when an entity receives value from another_entity wi?hp’ut directly giviﬂgd
approximately equal value in exchange. An asset acquired thraugh a non-exchange transaction shali initially be measure
at its fair value as at the date of acquisition.

This revenue wili be'measured at the amount of increase in net assets recognised by the municipality.

An inflow of resources from a non-exchange fransaction recognised as an asset shalf be recognised as revenue, excqpt to
the extent that a liabifity is recognised for the same inflow. As an entity 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 will reduce the carrying
amount of the liability recognised as recognise an amount equal o that reductign,

The effective date of the standard is for Yyears beginning on or after 01 April 2010,

The municipality expects to adopt the standard for the first time in the 2011 annual financial state_ments.
ttis unlikely that the standard will have a materig] impact on the municipality's annual financial statements.
GRAP 24: Presentation of Budget Information in the Financial Statements

Subject to the requirements of paragraph .19, an entity shalf present a comparison of the budget amounts ft?r which it is
held publicly accountable and actual amounts either as a separate additional financial statement or as addltac_nnal budget
columns in the financial statements currently presented in accordance with Standards of GRAP. The comparison of budget
and actual amounts shall Present separately for each leve| of legislative oversight;

. the approved ang final budget amounts;

- the actual amounts on a comparable basis; and

° by i

Where an entity prepares its budget and annyal financial statements on a comparable basis, it inciudgs the comparison aSt
an additional column in the primary annual financial statements. Where the budget and annual ﬁnanqal statements arg no
Prepared on a comparable basis, a separate statement is prepared called ihe ‘Statement of Comparison of Budget an
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2. Mew standards and interpretations {continued) ] .
Actual Amounts'. This statement compares the budget amounts with the amounts in the annual financial statements
adjusted to be comparable to the budget.

A comparable basis means that the budget and annual financial statements:
. are prepared using the same basis of accounting i.e. either cash or accruat;
. include the same activities and entifies;
a Use the same classification system; and
. are prepared for the same period.

The effective date of the standard is for years beginning on or after 01 April 2010.
The municipality expects to adopt the standard for the first time in the 2011 annual financial statements.

Itis unlikely that the standard will have a material impact on the municipality's annual financial statements,

GRAP 103: Heritage Assets

GRAP 103 defines heritage assets as assets which have a cultural, environmental, historical, natural, sci_entiﬁc,
technological or artistic significance and are held indefinitely for the benefit of present and future generations.

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

A heritage asset should be recognised as an asset only if: . e
Lo it is probable that future economic benefits or service potential associated with the asset will to the municipality;
and

*  the cost of fair value of the asset can be measured reliably.

The standard required judgment in applying the initial recognition criteria to the specific circumstances surrounding tha
entity and the assets. : )

GRAP 103 states that a heritage asset should be measured at its cost uniess itis aqquired through a non-exchange
transaction which shauld then be measured at its fair value as at the date of acguisition.

In terms of the standard, an entity has a choice between the cost and revaluation mgde] as accounting policy for
subsequent recognition and should apply the chosen palicy to an entire class of heritage assets.

The cost model requires a class of heritage assets fo be carried at its cost less any accumulated impairment losses.

The revaluation maodel required = class of heritage assets ta be carried at its fair value at the date of the revaluation less
any subsequent impairment losses. The standard also states that a restriction on the disposal of 2 heritage asset does not
preclude the entity from determining the fair value,

GRAP 103 prescribes that when determining the fair value of a heritage asset that has mare than one purpose, the fair 4
value should reflect both the asset's heritage value and the value obtained from its use in the production or supply of goods
Or services or for administrative purposes.

If a heritage asset’s carrying amount is increased as a result of a revaluation, the increase should be cr:edlted directly lo a
revaluation surplus. However, the increase should be recognised in surplus or deficit to the extent that it reversesa
reveluation decrease of the same heritage asset previously recognised in surplus or deficit. Ifa hentage: assetl's carrying
amount is decreased as a result of g revaluation, the decrease should be recognised in surplus or dgﬁcgt. However, th_e
decrease should be debited directly to a revaluation surpius fo the extent of any credit balance existing in the revaluation
surplus in respect of that heritage asset.

GRAP 103 states that a heritage asset should not be depreciated but an entity should assess at each reporting date
whether there is an indication that ¢ may be impaired.

In terms of the standard, compensation fram third parties for heritage assets that have been impalred, lost or given up,
should be included in surplus or deficit when the compensation becomes receivable,

For a transfer from heritage assets carried at a revalued amount to property, plant and equipment, investment property,

INventories or intangible assets, the asset's deemed cost for subsequent accounting should be its revalued amount at the
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2. New standards and interpretations {continued) : .
date of transfer. The entity should treat any difference at that date between the carrying amount of the heritage asset and its
fair value in the same way as a revaluation in accordance with this Standard. If an item aof progerty, plant and equipment or
an intangible asset carried at a revalued amount, or investrment property carried at fair vaiue is reclassified as a herlta}ge
asset carried at a revalued amount, the entity applies the applicable Standard of GRAP to that asset up to the dgite of
change. The entity treats any difference at that date hetween the carrying amount of the asset and its fair value in ‘
accordance with the appiicable Standard of GRAP relating to that asset. For a transfer from investment property carried at
fair value, or inventaries to heritage assets at a revalyed amount, any difference between the fair value of the asset at that
date and its previous carmrying amount should be recognised in surplus or deficit.

The carrying amount of a heritage asset shouid be derecognised:

. on dispaosal, or
*  when no future economic benefits or service potential are expected from its use or disposal,

The gain or loss ;
disposal proceeds, if any, and the carrying amount of the heritage asset. Such difference is recognised in surplus or deficit
when the heritage asset js derecognised. ’
The effective date of the standard is for years beginning on or after 01 April 2016.
The municipality expects fc adopt the standard for the first time in the 2011 annual financial statements.
It is unlikely that the standard will have a materia} impact on the municipality's annual financial statements.
| GRAP 21: Impairment of non-cash-generating assets
Non—cash-generating assets are assets other than cash-generating assets.
When the carrying'amount ofa non-cash-geherating assel exceeds its recoverable service amount, it is impaired.

An municipality assesses at each reporting date whether there is any indication that a non-cash-generating asset may be
impaired, [f any such indication exists, an entity estimates the recoverable service amount of the asset.

The present value of the remaining service potential of a non—cash-generating asset is determined using one of the
following approaches:
“ Depreciated replacement cost approach

° Restoration cost approach
- Service units approach

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

The effective‘ date of the standard is for years beginning on or afier 01 Aprit 2010,

The municipality expects to adopt the standard for the first time in the 2011 annual financial statéments.

Itis uniikely that the standard will have a material impact on the municipality’s annual financiai statements..

GRAP 26: Impairment of cash-generating assets

Cash-generating assets are those assets held by an municipality with the primary objective of generating a commercial

return, When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a
commercial return.
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2. New standards and interpretations {continued)
When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired.

An entity assesses at each reporting date whether there is any indication that a cash-generating asset may be impaired. It
any such indication exisis, a municipality estimates the recoverable amount of the asset. When estimating the value in use
of an asset, n municipality estimates the future cash inflows and outflows to be derived from continuing use of the asset and
from its ultimate disposal and a municipality applies the appropriate discount rate to thase future cash flows.

If the recovérable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is
reduced to its recaverable amount. This reduction is an impairment loss. An impairment loss is recognised immediately in
surplus or deficit. Any impairment loss of a revalued cash-generating asset is treated as a revaluation decrease.

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is
nof possible {o estimate the recoverable amount of the individual asset, an municipalit){ determines the recoverable amount
of the cash-generating unit to which the asset belongs (the asset's cash-generating unit). :

if an aclive 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 aff of the output is used internaily. If the cash inflows generated by any assel or
ca's.h—generating unit are affected by internal transfer pricing, an entity use management's best estimate of future price(s)
that could be achieved in arm's length transactions in estimating:
® - the future cash inflows used to determine the asset's or cash-generating unit's value in use; and _
*  thefuture cash outflows used ‘o 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 fram period ta period for the same asset or types of assets, unless a
change is justified.

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 allacated o reduce the carrying amaunt of the cash-generaling assets of the unit on a
pro rata basis, based on the carying amount of each asset in the unit, These reductions in carrying amounts are treated as
impairment losses on individual assets, :

Where a non—cash—generating asset contributes to a cash-generating unit, a proportion of the cafryim_g amount of that nobr]1~
cash-generating asset is allocated to the carrying amount of the cash-generating unit-prior to estimation of the recoverable
amount of the cash-generating unit. : )

An municipality assess at each reporting date whether there is any indication that an %mpairm_ent_ Iogs recqgnised in prior
eriods far a cash-generating asset may no longer exist or may have decreased. If any such indication exists, an
municipality estimates the recoverable amount of that asset.

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

The effective date of the standard is for years beginning on ar after 01 April 2010.

The municipality expects to adopt the standard for the first time In the 2011 annual financial siatements.

Itis unlikely that the standard will have a materal impact on the municipality's annual financial staterments.

GRAP 25: Employee benefits

The objective of GRAP25 is to prescribe the accouniing and disclosure for employee benefits, The Standard requires an

municipality to recognise: o . and
¢ a liability when an employee has provided service in exchange for employee beneﬁ’.(s to be pa_|d in the f!.lture.
. a@n expense when a municipality consumes the economic benefits or service potential ansing from service

provided by an employee in exchange for empioyee benefits.

GRAP25 must be applied by an emplayer in accounting for all employee benefits, except share based payment
transactions.

GRAPZ5 defines, amongst others, the following: o . ib
° Employee benefits as all forms of consideration given by a municipality in exchange for service rendered by
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2. MNew standards and interpretations {continued)

employees: o
Defined contribution plans as post-employment benefit plans under which a municipality pays fixed contributions
into a separate entity (a fund) and will have no fegal or constructive obligation to pay further contributions if the
fund does not hald sufficient assets to pay all employee benefits relating to employee service in the current and
prior periods; ‘
Defined benefit pians as post-employment benefit plans other than defined contribution plans: )
Multi-employer plans as defined contribution plans (other than state plans and composite social security
programmes) or defined benafit plans (other than state plans) that;

= Ppoolthe assets contributed by various entities that are not under common control; and o

- . usethose assets to provide benefits to employees of more than one entity, on the basis that contribution
and benefit levels are determined without regard to the identity of the municipality that employs the employees
concerned; ) o
Other long-term employee benefits as employee benefits (other than post-employment benefits and termination
benefits) that is not due to be settled within twelve months after the end of the period in which the employees
render the relaied service;

Post-employment benefits as employee benefits (other than termination benefits) which are payable after the
completion of employment: .
Post-employment benefit plans as formal or informal arrangements under which an municipality provides post-
employment banefits for one or more employees;

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

State plans as plans ather than compasite social security programmes established by legislation which operate
as if they are multi-employer plans for ali entities in economic categories laid down in legislation;

Termination benefits as employee benefits payable as a result of either;

- an entity's decision to terminate an employee’s emplayment before the normal retirement date; or

- an employee's decision to accept voluntary redundancy in exchange for those benefits;

Vested employee benefits as employee benefits that are not conditional on future employment,

The standard states the recognition, measurement and disclosure requirements of:

Short-term employee benefits:

- All shart-term employee benefits;

- Short-term compensated absences;

- Bonus, incentive and performance related payments;
Post-employment benefits: Defined contribution plans;
Other long-term employee benefits;

Termination benefits.

The standard states Post-employment benefits: DBistinction between defined contribution plans and defined benefit plans;

Multi-employer plans;

Defined benefit plans where the participating entities are under common control;
State plans:

Composite social security programmes:

Insured henefits,

The standard states, for Post-employment benefits: Defined benefit plans, the following requiremenis:

Recognition and measurement;

Presentation;

Disclosure;

Accounting far the constructive obligation:

Statement of financial position:

Asset recognition ceiling;

Asset recognition ceiling: When a minimum funding requirement may give rise to a tiability;
Statement of financial performance.

The standard prescribes recognition ang measurement for:

Present value of defined benefit obligations and current service cost;
- Actuarial valuation method:

- Attributing benefits to periods of service;

- Actuarial assumptions;

- Actuarial assumptions: Discount rate;

- Actuarial assumptions: Salaries, benefits and medical costs;

- Actuarial gains and losses;
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2. Mew standards and interpretations {continued)
- Past service cost,
. Plan assets:
- Fair value of plan assets;
- Reimbursements;
- Return on plan assets,

The standard also deals with Entity combinations and Curtailments and seltlements.

This Standard has been approved by the Board but its effective date has not yet been determined t';y' the Ministelr L_'Jf
Finance. The effective date indicated is a provisional date and could change depending on the decision aof the Minister of
Finance,

The municipality expects to adopt the standard for the first time in the 2012 annual financial statements.
it is unlikely that the standard will have a material impact on the municipality's annual financial statements,
GRAP 104: Financial Instrum eﬁts

The standard prescribes recognition, measurement, presentation and disclosure requirernents for financial instrumepts.
Financial instruments are defined as those contracts that resuits in a financial asset in one municipality and a ﬁna'nmaf
liability or residuat interest jn another municipality. A key distinguishing factor between financial assets and financial
liabilities and other assets and liabilities, is that they are settled in cash or by exchanging financial instruments rather than
through the provision of goods or services.

One of the key considerations in‘initially recognising financial instruments is the distinctian, by the issuers ufthqsg B
instruments, between financial assets, financial liabilities and residual interests, Financial assets and financial liabilities are
distinguished from residual interests because they invalve a contractual right or obligation to receive or pay cash or another’
financial instrument. Residual interests entitle an municipality to a portion of another municipality's net assets in the event of
ftquidation and, to dividends or similar distributions paid at management's discretion.

In determining whether a financial instrument is a financial asset, financia liability or a residual interest, an municipality
cansiders the substance of the cantract and not just the legal farm.

Where a single instrument contains both a liability and a residual interest component, the issuer allocates the.instrqment
into its component parts. The issuer recognises the liability component at its fair value and recognises the residual interest
as the difference between the carrying amount of the instrument and the fair valua of the liability companent. No gain or
loss is recognised by separating the instrument into its companent parts,

Financial assets and financial liabilities are initialty recognised at fair value. Where an municipa!it-y subsequently measures
financial assets ang financial fiabilities at amortised cost or cost, transactions costs are included in the cost of the asset or
ifability,

The transaction price usually equals the fair value at initial recognition, except in certain circumstances, for example, where
interest free credit is granted or where credit is granted at a below market rate of interest.

for as non-exchange revenue by the recipient of a concessionary loan in accordance with Standard of GRAP on Revenue
from Non-exchange Revenue Transactions (Taxes and Transfers), and using the Framework for the Preparation and
Presentation of Financial Statements (usually as an expense) by the grantor of the loan.

Financial assets and financiaf liabilities are subsequently measured either at fair value or, amortised cost or cost. An
municipality measures a financial instrument at fair value if it Is:
. a derivative; -
» 8 combined instrument designated at fajr value, i.e. an instrument ihat includes a derivative an_d a non-derivative
host contract:
*  held-for-trading: L
o & non-derivative instrument with fixed or determinable payments that is designated at initial recognition to be
measured at fair value; '
. an investment in a residual interest for which fair value can be measured reliably; and
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2. New standards and interpretations {continued) ) oo
. other instruments that do not meet the definition of financial instruments at amortised cost or cost,

Derivatives are measured at fair value. Combined instruments that include a derivative and non-derjvative host contract are
accounted for as follows:
** Where an embedded derivative s included in a host contract which is a financial instrument within the scope of
this Standard, an entity can designate the entire coniract fo be measured at fair value or, it can account for the
host coniract and embedded derivative separately using GRAP 104. An municipality is however reguired fo

* Where the host contract is not a hnancial instrument within the scope of this Standard, the host contract and
embedded derivative are accounted for separately using GRAP 104 and the relevant Standard of GRAP,

Financial assets ang financial iiabiiities that are non-derivative insiruments with fixed or deterl_'nfr]abte payr_n::—znts, for
example deposits with banks, receivables and payables, are measured at amartised cost. At initial recognition, an
municipality can however designate such an instrument to be measured at fair value.

An municipality can only measure investments in residual interests at cost where the fair value of the interest cannot be
determined reliably.

Once an municipality has classified g financial asset or a financial liability either at fair value or amortised cost or cost, itis
only allowed to reclassify such instruments in limited instances.

An entity derecognises a financial asset, or the specifically identified cash flows of an asset, when:
° the cash flows fram the asset expire, are setiled ar waived; :
e significant risks and rewards are transferred to another party; or ‘
- despite having retained significant risks and rewards, an municipality has transferred control of the asset to
another municipality.

* An municipality derecognises a financial liability when the abligation is extinguished. Exchanges of debt instrurments
between a borower and a lender are treated as the extinguishment of an existing liability and the recognition of a new
financial liability. Where an municipality modifies the term of an existing financial liability, it is also treated as the
extinguishment of an existing liability and the recoqnition of a new liabifity,

An municipality cannot offset financial assets and financial liabilities in the statement of financiat position unless a legal right
of set-off exists, and the parties intend to settle on a net basis,

GRAP 104 requires extensive disclosures on the s ntor
financial position and statement of financial performance, as well as the nature and extent of the risks that an municipality is
exposed to as a result of its annual financial statements. Some disclosures, for example the disclosure of fair values for
instruments measured at amortised cost or cost and the preparation of a sensitivity analysis, are encouraged rather than
reguired. . :

GRAP 104 does not prescribe principles for hedge accounting. An municipality is permitted to apply hedge accounting, as
long as the principles in IAS 39 are applied. .

This Standard has been approved by the Board but its effective date has not yet been determined i_ay' the Ministe‘r c_)f
Finance, The effective date indicated is a provisional date and could change depending on the decision of the Minister of
Finance. .

Themunicipality expecis to adopt the standard for the first time in the 2012 annual finandial statements,
Itis unfikely that the amendrment will have a material impact on the municipality's annual financial statements.

2008 Annual Improvements Project: Amendments to IAS 39.{AC 133) Financial Instruments: Recognition and
Measurement i

In terms of the amendment, forward contracts 1o buy or sell an acquiree that will result in a business combination in the
future, are only exempt from the Standard if the term of the contract does not exceed that which is reasonably necessary to
obtain the required approval and complete the transaction. The amendment further clarifies that in a cash flow hedge of a
forecast transaction, gains or losses should be reclassified from equity to profit or loss in the period in which the hedged
forecast cash flow affects surplus or deficit. The amendment also clarifies that a prepayment option s not closely relat'e‘d to
the host contract unless the exercise price is approximately equal to the present value of the lost interest for the remaining
term of the host contract,
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2. New standards and Interpretations {continued)
‘The municipality expects to adopt the amendment for the first ime in the 2011 annual financial statements.

Cltis unlikely that the amendment will have a material impact on the municipality's annual financial statements.
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3. Investment property

210 2009

Cost/ Accumulated Carrying value ‘Cost/ -Accumula't.ed Carrying value
Valuation  depreciation Valuation  depreciation
Investment property 6,403,662 - 6,403,662 6,403,662 - 6,403,662
Reconciliation of invesiment property - 2010
Opening Total
Balance
Investment property 6,403,662 6,403,662
Reconciliation of investment property - 2009
| Opening Total
Balance
Investment property 6,403,662 6,403,662

A register containing the information required by section 63 of the Municpal Finance Management Act is available for
inspection at the registered office of the municipality,

Details of valuation

The valuation was based on values of the praperties as contained in the valuation roll. The valuation roll was updated by
Arthur Lelosa indep'endent valuers and implemented the 1st of July 2009,

Trénsitional provisions

Investment property recognised at provisional amounts

In accordance with the transitional provisions as per Directive 4 of the GRAP Reporting Framewaork, certgin investment property
with a carrying value of RB,403,662 (2009: R6,403,662) was recognised at provisional amounts. Carrying amounts of
investment property carried at provisional amounts are as follows:

Due to initial adoption of GRAF 16

Investment property 6,403,662 6,403,662
Provisional amounts retrospectively adjusted during the year, are as follows for effect on the annual financial statements:

Investment property 6,403,662 6,403,662

The date at which full compliance with GRAP 16 is expected, is 30 June 2011,
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Figures in Rand 2010 2009
4. Property, plant and equipment
2010 _ 2009
.Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valuation  depreciation Valuation  depreciation

Aircraft 3,850 - 3,850 3,850 .- 3,850
Bins and containers 3,779,979 - 3,779,979 3,779,979 - 3,779,879
Buildings Other 18,130,784 - 18,130,784 17,521,253 - 17,521,253
Community - Buildings 18,430,738 - 18,430,738 11,917,358 - 11,017,358
Community - Land 177,407,324 - 177,407,324 177,347,732 - 177,347,732
Community - Recreational 24,064,873 - 24,064,973 10,437,362 - 10,437,362
Facilities

Emergency Equipment 178,096 - 178,006 119,596 - 119,596
Finance Leased Assets 594,714 (547,545) 47,169 584,714 (516,107) 78,607
Furniture and equipment 2,545,008 - 2,545,009 2,212,462 - 2,212,462
Game Stack 1,445,800 - 1,445,800 2,477,400 =1 2,477,400
infrastructure - Alirports 624 542 - 624,542 624,542 - 6245
Infrastructure - Electricity 42,210,548 - 42,210,948 42,119,845 - 42,119,8.
Infrastructure - Pedestrian Malls 9,701,631 - 9,701,631 9,701,631 - 9,701,831
Infrastructure - Roads 115,514,217 - 115514,217 93,951,106 - 93,951,108
Infrastnicture - Security 2,329,204 - 2,329,204 2,196,427 - 2,196,427
Measures

Infrastruciure - Sewerage 72,652,049 - 72,662,048 - 68,135,511 - 69,135,511
Infrastructure - Water 103,080,541 - 103,080,541 101,765,588 ° - 101,765,588
Motor vehicles 16,191,046 - 16,191,046 16,191,048 - 16,191,046
Office equipment 9,808,469 - 9,808,469 7,990,293 - 7,990,293
Plant and machinery 15,851,669 - 15951669 10,311,005 .= 10,311,805
Total 635,655,583 (547,545) 635,108,038 580,399,504 (516,107) 579,883,497
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Figures in Rand

2010 2009
4. Property, plant and equipment {continued)
Recanciliation of Property, plant and equipment - 2010
Opening Additions Fair Value Other Depraciation Total
Balance Adjustments changes,
. " movements
Afreraft 3,850 - - - - 3,850
Bins and containers 3,779,879 - - - - 3,779,979
Buildings Other 17,521,253 609,531 - - - 18,130,784
Community - Buildings 11,917,358 7,513,380 - - - 18,430,738
Comrmunity - t.ang 177,347,732 59,592 - - - 177,407,324
Community - Recreational 10,437,362 13,627,611 - - - 24,064,973
facilities .
Emergency Eequioment 119,556 58,500 - - - 178,096
Finance leased assets 78,607 , - - - (31,438) 47,169
Furniture and equipment 2,212,462 332,547 - - - 2,545,009
Game Stock 2,477,400 - {1,031,500) - - 1,445,800
Infrastructure - Airports 624,542 - - - - 624,542
Infrastructure - Efectricity 42,119,849 91,099 - . - 42,210,948
Infrastructure - Pedestrian 9,701,631 . - ' - - - 9,701,631
Mails
Infrastructure - Roads 93951106 21,994,111 - (431,000) - 115,514,217
Infrastructure - Security 2,196,427 132,777 - - - 2,329,204
measures
Infrastructyre - Sewerage 69,135,511 3,516,538 - - - 72,652,049
Infrastructure - Water 101,765,588 321,644 - 1,003,309 - 103,090,541
Motar vehicles 16,191,046 - - - - 16,191,046
Office equipment 7,990,293 1,818,176 - - - 9,808,469
Plant and machinery 10,311,905 5,639,764 - - - 15,951,669
579,883,497 55,715,270 (1,031,600) 572,309 (31,438} 635,108,038
Reconciliation of Property, plant and equipment - 2009
Opening Additions Fair Value  Depreciation Total
Balance. Adjustments .
Aircraft 3,850 - - - 3,850
Bins and containers 3,779,979 - - - 3,779,679
Buildings Other 17,521,253 - - - 17,521,253
Community - Buildings 11,817,358 - - - 11,917,358
Community - Land 177,347,732 .- - - 177,347,732
Community - Recreatianal facilities 3,215,644 7,221,718 - - 10,437,362
Emergency equipment 105,596 14,000 - - 119,596
Finance leased asseats 110,045 - - (31,438) 78,607
Furniture and equipment 1,922 660 289,802 - - 2,212,462
Game stock 1,835,175 - 542,225 - 2,477,400
Infrastructure - Ajrports 624,542 - - - 624,542
Infrastructure - Electricity 41,760,967 358,882 - - 42,119,849
Infrastructure - Pedestrian Malls B8.667,531 1,034,100 - - 9,701,631
Infrastructure - Roads 84,558,213 9,392,893 - - 93,951,106
Infrastructure - Security Measures 2,156,427 - - - 2,196,427
Infrastructure - Sewerage 67,726,666 1,408,845 - - 69,135,511
Infrastructure - Water 88,327,406 13,438,182 - - 101,765,588
Motor vehicles 16,191,046 - - - 16,191,046
Office equipment 7,659,614 330,679 - - 7,990,293
Plant and machinery 9,563,167 748,738 - - 10,311,905
945,134,871 34,237,839 542,225 {31,438} 579,883,497
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4. Property, plant and equipment (continued)
Assets subject to finance fease (Net carrying amount)

Finance leased assets 47,169 78,607

Transitional provisions

Property, plant and equipment recognised at provisional amounts

In accordance with the transitional provisions as per Directive 4 of the GRAP Reporting Framewo_rk‘, certain property, plgnt and
equipment with a carrying value of R 583,731,151 (2009: R 591,231,032) was recognised at provisional amounts. Carrying
amounts of property, plant and equipment carried at provisional amounts are as follows:

Due to initiat adoption of GRAP 17

Property, plant and equipment 635,108,040 589,300,123

Steps taken to establish the values of property, plant and equipment recognised at provisional amounts due to the initial
adoption of GRAP 17, is as follows: :

The Municipality is in the process of identifying and classifying the assets into their respeciive categories. The Infrastructure
assets were identified and will be taken into account in the next financial year.

The date at which full compliance with GRAP 17 is expected, is 30 June 2011,

A register containing the information required by section 63 of the Municpal Finance Management Act is available for
inspection at the registered office of the municipality.

5. Intangible assets

2010 2009
Cost/ Accumuiated Carrying value Cost/ Accumufated Carrying value
Valuation  amortisation Valuation  amortisation
Computer software 883,620 - 983,620 983,620 - 083,620
Reconciliation of intangible assets - 2010
Opening Total
Balance
Computer software 983,620 983,620
Reconciliation of intangible assets - 2009
Cpening Total
) Balance
Computer software : 083,620 -983,620

Transitional provisions

Intangible assets recognised at provisional amounts

In accardance with the transitional provisions as per Directive 4 of the GRAP Reporting Framework, certain intangible assets
with a

carrying value of R 983,620 {2009: R 983,620) was recognised at provisional amounts. Carrying amounts of intangible
assets carried at provisional amounts are as follows:
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5. Intangible assets {continued)
Due to initial adoption of GRAP 102
Computer Software 983,620 983,620

Steps taken to establish the values of intangible assets recognised at provisional amounts due to the initial adqptiun of GRAP
102,'is as follows:

The Municipatity identified Computer Software as intangible assets in the previous financial year. They are in the process of
identifying the remaining intangible assets that may exist.

The date at which full compliance with GRAP 102 is expected, is 30 June 2071.
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6.  Other financial assets
Loans and receivables . 5
Short-term deposit Standard Bank - 2,27
The short-term depostt at Standard Bank is fixed &nd matures at a future date.
The balance is represented by:
Standard Bank Gall Account 248 786 032 R-(2010)R 2275 (2009)
Financial Instrument ABSA Short-term Deposit ' 354700 419,095
The short-term deposit at ABSA is fixed and matures at a future date. The
balance is represented by the following fixed deposits: :
ABSA 205 630 2408 R 10 000 {2010) R 13 024(2009)
ABSA 205 189 9282 R 243 063 (2010) R2B3 771(2009)
ABSA 205 710 3524 R 1016837 {2010) R122 300(2009)
Listed Co-operative fund insemnia - Long-term : 43,004 43,004
~ The co-operative fund consist of shares in Insemnia and is represented by 5
shares held in Insemnia : 7
Unlisted Cn;operative fund Rosendal - Long-term 20,937 18,754
The co-operative fund consists of 5 088 shares held in Rosendal.
Unlisted Co-operative fund Fouriesburg - Long-term 51,806 46,407
The co-operative fund consists of 12 590 shares held in Fouriesburg.
Listed tnvestment Saniam - Long-term ‘ 95,303 72,040
The listed shares held in Sanlam is represented by the following:
Sanlam 2714634125:
1873 shares at R22,B6 per share {2010)
1 873 shares at R17,28 per share (2009}
Sanlam 2714634346
2 296 shares at R22,86 per share (2010)
2 2596 shares at R17,28 per share (2009)
Financial Instrument Sanlam 'Longnterm ' 600,270 556,569
The long-term deposit at Sanlam is fixed and mafures at a fuiure date. The
balance is represented by:
Saniam 102 310364 R600 270 (2010) R556 244 {2009)
1,166,020 1,158,14_

Non-current assets : ‘ :
Loans and receivables A 811,320 736,774
Current assets :
Loans and receivables 354,700 421,371

1,166,020 1,158,145

Fair value information

Financial assets at fair value through surplus or deficit are recognised at fair value, which is therefore equal to their carrying

amounts.

There were no gains or losses realised on the dispasal of held to maturity financial assets in 2010 and 2009, as ail the

financial assets were disposed of at their redemption date.
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6. Other financial assets (continued)
Fair values of loans and receivables
Loans and receivables

7. Retirement benefits
Deﬁned‘beneﬁt plan

Past retiram ent medical aig plan

The valuation wasg performed by Delojtte & Touche and they are not connected {o the municipality. The full actuarial

valuation report are availahle on request.

The Post retirement medicaj aid plan consists of the Bonitas, Hosmed, LA Health, Key Health and Samwumed and
aid funds,

Munimed medical

The total in-service employees belonging tg Medical Scheme as at ac
employees receiving the medical aid benefit as at 30 June 2010 were

Carrying value

June 2010 were 47

1,165,020

and the fota] continuation

(21,400,326)

1,188,145

(20,656,529)

Present value of the defined benefit obligation—wholly unfunded
—_— c e

Movements for the year

Opening balance
Net expense recognised in the statement of financial performance

20,656,529
743,797

20,656,529

21,400,328

20,656,529

————

Net expense recognised in the statement of financial performance

Current sefvice cost
Interest cost
Curtailment or settlement

390,772
1,533,665
(1,180,640)

743,797

—_
Key assumptions used

Assumptions Used on fast valuation on 30 June 2010,
The economic a5sumptions as follows were applied:

- Investments return 7.64,
- Long-term medical inflation 6.58%

The real discount rate, the difference between the medical inflation and the discount rate, is 1,0%
consistent with that used in the full valuation of the Municipal]ty‘s post-
2010,

retirement medical asisstan

No actuariaf gain or loss has arisen as we have not performed g fuf} valuation as at 30 June 2009,
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7. Retirement benefitg (contfnued)
Deﬂned contribution plan

it s the palic
provident fung .

¥ of the municipality to provide retirement benefits to all jts employees, A number of definad contribution
8, all of which are subject to the Pensions F und Act exist for this PUrpose. All Counciliors and employees

belang to 3 definag benefit retirmen funds. One fund is administered by fhe Provincial Pension Fund. The last actuarial
valuation as gt 3p Jure 2005 is being finalised and will be submitted to the municipality once approved by the exegutive
d not be obtaineg for the

committee of the fund. Information coyj
actuarias,

An actuaria) valuation js being performeg and will be provided as S00n as it is availabie,
The Municipaiity is under no obligation to coyer any unfunded benefits,

8. Inventories

other two funds regarding the administrators nor the

Consumable stores 393,027 ©2,097,21g
Water 147,604 120,248
. Fuel (Diesgj, Petral) 141,002 701,372
Chemicals 204,708 -
886,431 2,918,840
—_—————
5 Trade ang other receivahles from exchange transactions ‘
Trade debtors 204,230,305 175,207,222
Debt Impairment (115,477,790) (15,345,239)
Other receivables 8,337 3,33:1'
Bank errors 3,624 3,16
88,764,475 159,873,484
Reconciliation of provision for Impairment of trada and other receivabies
Opening balance 15,345,239 105,796,757
Provision for iImpairment 128,213,955 TZ'Bzf'ng
Amounts written off as uncollectible (28,081,404) (102,191,033)
ther : ‘ - (1,086,283)
115,477,790 15,345,239
10. Other Teceivabies from non-exchange transactions
Other recsivables from non-exchange revenue 2,275.8972 604,382
——e
11. Consumer debtors
Fair value of consumer dehtorg
Consumer debtors ’ 88,754 476 159,573,484
—_—_—

Refer to Annexure A for the disclosure of Debtors,

Consumer debtors impaired
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2010 2009

Opening balance : 15348239 105,796 757
R rouision for impajrment 128,213.955 12,828,308
Amounits written off as uncollectibje (28,081,404) (102,191,033)
ther - (1,086,293)
115,480,790 15,348,239

12. Cash and cash equivalentg
Cash and cash equivalents consist of-

Other cash ang cag equivalents 59,086 45,130
Cashbook Balance (25,448,041) (47,447 860)

(25,388,975) (47,402,730)

Current assets 59,066 45130
Current liabjjities (25,448,041) (47,447 ,860)

: (25,388,975) (47,402,730)
The Municipality had the following bani accounts _
Account numbper / description Bank statement bajances Cash book balances
' 30 June 201¢ 30 June 2009 30 June 2008 30 June 201p 30 June 2009 3p June 2008
AESA Bank - Cheque Accoung (2.537,752) " (9,181,389) (5,343,780)  (25,427,904) (50,908,268)  (19,844,362)

(Prl’mary) - 405-289.8955
Bloemfontein ' .

ABSA Bank - Cheque Account 21475 246,610 . (20,137) 3,450,409 100,521
(Projects) - 100-001.0224

Broernfontein '

Total (2,516,277) (8,934,779 (5.343,780) (25,448,041) (47,447,559 (19,743,841)
13, Otherﬁnancial liabilities :

Held at amortised cost

DBSA Loari 1 1,200,422 3,942,089
DBSA Laan 4 bears interest at g fixed rate of 5%, Per annum. Arrears at 7% per

annum. Manthiy installments of R136,197.75 QVer a period of 5g months, There

are 8 maonthg remaining.

INCA Loan 1264 3,434,023 . 4,266,653
The foan bearg interest af g rate of 14.52% per annum. Monthly installments of
R114,870.41 over a period of 120 months. There are 37 months remaining.

INCA Loan 2813 _ 1,521,308 1,846,104
The loan bears interest at 5 rate of 149, compounded monthly, Monthly

installments of R46,914.4q OVer a period of 120 months. There are 41 months
remaining. :

DBSA Loan 2 ' 33,683,848 35,201,614
DBSA Loan 2 bears interest at g fixed rat aof 14.5% per annum, Arrears at

16.5% per annum. Monthly instalfments of R517,222.94 Qver a periad of 180

months. There ara 121 monthsg femaining,

39,839,599 45,256,460
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13. Other financial liabilities {continued)

Non-current liabilities :
At amortised cost ‘ 35,867,643 41,208,422

Current liabilities ' ‘

At amortised cost : 3,871,956 4,048,038
—_ 39,839,539 45,258,460
Fair valug of the fi

Nancial liabijiting carried at amortised cost .
Bank loang 39,839,509 45,258,480

The fair valyeg of the financial liabilities were determined by using the valuation as dona by the relevant institutions who has
extemnal credit ratings.

Financiaj liabilities gre carried at amortised cost.
The fair value js the carrying vaiue of the Outstanding capita),
14, Finance lease obligation

Minimum lease Payments gdue

-~ within gne year 42 000 42,008

- In second {o fifth year inclusive : 21,000 53,00
63,000 105,000

less: future fnance charges : ' (5,824) ‘ (15,221)

Present value of minimum lease pPayments . 57,176 89,779

Present valye of minimum lease Payments dye

- within one year 36,921 32.62;
- In second to fifih year inclusive _ 20,255 57.1
57,176 89,779

ltis Municipality policy to lease certain office equipment under finance leases,

The average lease term Was 5 Years and the average effective borrov."l'ng rate was 139 (2008: 13%).
15. Unspent conditional grants and receipts

Unspent conditional grants and receipts com prises of:

Unspent conditionai grants and receipfs
Municipal Infrastructurs Grant 8,716,000 2,699,000
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186. Provisions

Reeonciliation of provisions - 2010

Opening Additions Reversed Total
Balance during the

year
Environmentaj rehabititation 7,500,000 11,000,000 - 18,500,000
Rehabititation Bumping Site 1,796,845 - (1,367,545) 429,300

9,296,845 11,000,000 (1,367,545) 18,925,300

Reconciliation of provisions - 2009

Opening Additions Reversed Total
Batance : during the
) : year
Envirenmental rehaifitaio 7,500,000 - - 7,500,000
Rehabilitation Dumping site 831,198 865,647 - 1,796,845
Legal Costs 20,000 - {20,000} -
: B,451,198 B65,647 (20,000) 9,295 g45
\ - )

Provisions:

The provision for the rehabilitation of the landfill site wag calculated by the Municipality anq__it ie based on the
implementation Costs of an environmental impact assessment. The provision for the rehabmtatior_] of the regional Bethiehem
landfil site was calculated at R2Q Per square metre on the area of 850 000 square mefre of the site. The timing of the

cashffow i uncertain.

The provision for the clearing of ilegal dumping sites were calculated b

y the Municipality on a basis of machinery and man
hours needed to clear the dumping sites, The timing of the cashflow is Uncertaj

Mo final decision hag been taken tg rehabilitate the landfil site ang the clearing of illegal dumping sites,

Restatement of Provision for legal fees:

Legal fees of R315 50p relating to the 2008 financia Year was restated as it was no longer a provision,

Trade payables
Accrued leave pay
Accrued bonyg
BPeposits received
Suspense accounts

Fair value of trade and other payables

Trade payables

18. VAT payable

VAT Payable
Debtors VAT accrued

31,862,385 15,075,722

7,560,983 6,359,777

2,624,347 2,455,084

(17,059) 28,274

17,623,194 11,895,264

59,653,850 35,812,121

—_—— |

59,653,849 35,812,121
(1,313,609) (2,684,537)

14,399,170 11,638,165

"13,085,561 1,851,628

—_—
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18, Property Rates

Rates recejved

Property rates 52,074,194 93,068,426

Valuations

Valuations on land ang buildings are performed BVery 4 years. The last general valuation came into effect on 1 duly 2009,
Interim valuations are processed on an annual basis to take into account changes in individual property values due to
alterations ang subdivisions, .

A general rate of 0.0055% is applied to residential Property valuations and 0.016% g business and state-owned properties
to determine the assessment rates. Rebates pf 25% are granted to pedsioners and 75% io Agriculural owners,

20. Service charges

Sale of electricity _ _ 84,154,702 77,874,000
Sale of water ‘ - : 33,009,641 30,083,610
Sewerage and sanitation charges 30,563,034 28,798,577
Refuse removal ‘ 28,234,613 24,875,827

175,961,990 161,432,020

56



Dihﬂabeng Local Municipaﬂity

Annual Financial Statements for the y&ar ended 30 June 201p
Notes to the Annual Finangiaj Statements '
Figures in Rang 2010 2009

21, Government grants and subsidjeg

Counciliors Remuneration Grant 1,620,045
Equitable Share - Indigents 78,154,369
Equitable Share . Free Basic Electricity 4,050,112

Fire Brigade Grant
National Roags Subsidy Grant
Financia) Support Grant

17,100
1,250,000

-1,983,447
60,866,847
2,617,929

64

17,100

© 570,298

19,825,900

85,861,585

Municipaj Infrastructure Grant : 30,450,300
115,541,928
Equitable Share

ity members,

In terms of the Constitutfon, this grant js sed to subsidise the Provision of hasje services to indigent commun

Equitable Share - Indigents ang Free Basig Electricity

Current-year receipts 82,204 481

62,749,223
(62,749,223)

Conditions me; - transferred to revenye ' (82,204,481)
The Equitabje Share Allocation was fully utiliseq.

Councillors Remuneration Grant

Current-year receipts 1,620,045 1,963,447
Conditions met - transferred to revenye (1,620,045) (1,963,447)
The Councillors rémuneration grant was fully utilised. '

Finance Support Grant

Current-year receipts 1,250,000 527,248
Conditions met - fransferred to revenye (1,250,000) (527,248)
The Finance Support Grant was fully utilised during the year.

National Roads Subsidy Grant

Current-year receipts . 17,100 17,100
Conditions met - transferred o revenue (17.100) (17,100}
The National Roads Subsidy Grant was fully utilised during the year,

Municipa| Infrastructyre Grant

Balance unspent gt beginning of year 2,698,000 -
Current-year receipts 38,183,300 22,524,800

Conditions met - transferred to revenpe (30,450,300)

(19,825,900)

2,699,000

Unspent (716,000)
9,718,000
The unspent portion of the Municipa| Infrastructure Grant will be utilised in the next financial year,
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22. Other revenue

Sundry income , 883,481 (539,728)
Other income: .
Advertising Signs 90,485 92,459
Blocked Sewerage Charges 30,674 51,533
Building Plan Feas 152,490 168,542
Clearance Certificates ' 61,684 26,194
Eskom Contribution © 118,102 271,277
Current and General . 297,931 (822,105)
Enroachment Charges ‘ 9,508 8,437
Enquiry fees 439 (83)
Escourting Abnormal Freight 3,103 3,484
Game Stock Sales 39,322 124,654
Labour Workshop 1,210 4,180
Landing Charges 13,800 13,8C
Maintenance Charges : 1,838 3,196
Municipal Gravel Roads Levy 2,100 2,100
Parking Meaters : 46,656 51,326
Photostats Copies and Faxes ‘ 14,238 13,907
Railway Siding 49,152 41,718
Sale of Library Books ‘ {14,659) -
Pound Sales ) 31,842 -
Service Centre Levies 3,155 3,155
Skills-Developrnent Levy Refund 565,258 -
Sundry Income {1,229,199) (635,403)
- Sundry Income Traffic _ 17,259 33,030
Sundry Income Electricity 254 725 3,661
Sundry Income Parks 122,290 1,190
683,481 (539,728)
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23. General expenses

Advertising ' _ 513,495 456,532
Assessment rates ang municipal charges - 73,461
Repairs and Maintenance o 1,118,759 2,350,838
Auditors remuneration ‘ 2,574,112 1,658,364
Bank charges ' 1,060,057 . 840,500
Best practice for Councillors 198,638 112,164
Bursarieg 669,951 1,194,817
Capital Expenditure 3,074,403 3,266,569
Chemicals 368,406 1,056,723
Civic Funerajs 110,307 -
Cleaning - 14,845 -
Community development angd training _ 4,524,054 4,133,744
Post Employment Medical Benert Current Service Cost 380,772 -
Paost Employment Medical Benefi Interest 1,533,665 -
Consulting and professional fees ‘ 15,699,134 - 8,820,845
Consumables 1,903,124 408,231
Donations _ 680,264 1,926,111
Entertainment 1,646,485 B71,355
Fines and penalties - 1,513,476 423,290
Fleet 19,479 289,568
Hire 1,508,809 3,131,396
Electricity Cost _ 4,261,523 © 5,979,634
Insurance 2,410,402 2,086,115
Lease rentals on Operating lease . ‘ 658 -
Magazines, books ang Pericdicals .. 27,979 348,526
Marketing : 1,090,001 . 435,495
Other expenses (288) 144,320
Pauper Buriajs " 48,751 104,571
Postage and courigr , 769,997 767,384
Printing and stationery : 1,046,502 868,082
Productions 4,500 53,468
Promotions and Sponsorships - 441,362 1,734,643
Public Participation 297,258 388,825
Refuse (350) -
Rehabilitation of Dumping Site 3,063,486 2,391,029
Rehabilitation of { andfij Site 11,000,000 3,650,000
Royalties and license fees 335,004 84,612
Securlty (Guarding of municipal property) 3,449,235 3,486,331
Sewerage and wastp disposal - 604,876
Staff welfare 256,857 227,023
Subscriptions and membership fees 1,120,473 738,003
Telephone and fax 1,819,717 1,577,533
Town Planning Cost : ' (22,807) 323,444
Treining 142,631 1,219,016
Transport and freight 8,167,485 6,796,100
Travel and subsistence 780,557 572,352
Travel and subsistence - Councillers ' 172,799 158,473
Uniforms 978,763 805,158
Valuation Cost 2,880,430 833,333
' 83,764,260 ‘71,501,654
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24. Employee related costs
Basic 61,130,171 53,982,475
Bonus 4,994,084 4,532,648
Car allowance 3,285,408 1,782,384
Group Life Insurance 107,983 129,800
Housing benefits angd allowances 376,853 N
Leave pay provision charge 2,722,531 1,900,140
-Medical ajd - company contributions 5,371,666 5,790,348
Acling Allowances 216,701 -
Ofther Allowances 2,184,400 ) -
Other payroll levies 31,988 31,454
Overtime payments 2,433,348 2,342,633
Pension Fung Contributions 10,847,339 9,885,773
Past-employment benefits - Medical Ajd - Defined contribution plan 1,159,212 1,113,277
Standby allowances -2,100,463 1,692,598
Telephone Allowance 212,509
WF 621,604 603,51
87,806,760 83,797,096
Remuneration of municipal Mmanager
o Annug| Remuneration 390,022 580,345
Car Allowance 134,556 241,164
Contributions g UIF, Medical and Pension Funds 38,587 896,068
Leave Pay Out 212,601 135,440
Celiphone Allowance 8,000 18,000
785,768 1,084,017
Mr SJ Msibi from 1 July 2009 to 31 July 2009,
Mr MM Monchuysi from 1 August 200g to 12 September 20089,
The post f the Municipal manager was vacant from 13 September 2009 to 21 February 2010.
Mr TE Tsoaeli from 22 February 2010 to 30 June 2010,
Remuneration of chief financa officer
Annual Remuneration - 457rggg
Car Allowance - 155'829
Contributicns tg UIF, Medical and Pension Funds - 5'560
Leave Pay Out - 164’598
Re-imbursive travel and subsistence allowance - 4
- 798,320
The post of the Chief Finance Office was vacant for the current financial year.
Director of Public Works
Annual Remuneration 46,625 551-388
Car Allowance 15,583 187'882
Contributions tg UIF, Medical and Pension Funds 695 5, o0
Leave Pay Oyt - 43'300
Cellphone Allowance 1,000 13,
63,903 811,762

Mr MM Monchuysi from 1 July 2009 to 31 July 2008. The post was vacant from 1 August 2009.
60




Dﬁhaabeng Local Municipality

Annual Finangjal Statements for the year ended 30 June 201.0

MNotes to the Annuaj Financig] Statements
Figures in Rand . 2010 2009
_—

24, Employea related costs (continued)

Director Corporate Services

Annua! Remuneration
Car Allowance
Acting Allowange

Leave Pay Out
Cellphone Allowance

Director Community Services

Annuai Remuneratien
Car Allowance

Leave Pay Out
Celiphcne Allowance

Director of Local Economie Development

Annual Remuneration
Car Allowance

Cellphone Allowance
Leave Pay Out

—_——

25, Remuneration of counciliors

Mayar

Trave! Allowance - Mayor
Cellphone Allowance - Mayor
Speaker

Travel Allowance - Speaker
Cellphone Allowance - Speaker

26, Administrative expenditure

27, Debt impairment

512,877 487,500
171,417 155,833
75,563 -
Contributions tq UIF, Medicai and Pension Funds 8,592 5,690
- 137,632
11,000 13,000
779,449 779,655
Mr MES Mathwalo from 1 August 2009 to 30 June 2010,
373,002 561,000
' 124,667 187,000
Contributions ig UIF, Medical and Pension Funds 3,597 6,009
156,831 44,880
8,000 13,000
666,097 811,889
Mrs AA Molefe from 1 July 2009 in 25 November 200g The post was vacant from 26 Novembar 2009
558,503 561,000
187,000 187,000
Contributions to UIF, Medical ang Pension Funds 8,981 5,408
12,000 2,000
59,840 -
B27,324 755,408
Mrs GT Hadebe from 1 July 2009 15 30 June 2010,
432,200 389,024
144,069 128,675
17,100 15,984
345,765 311,218
115,255 103,740
17,100 15,984
ouncillors and Execytive Committee Members 4,856,111 4,373-22§
Travel Aliowance - Councillors and Executive Committee Members 1,618,692 1,457.735
Cellphone Allowance . Councillors and Executive Committes Members 371,530 347,49
7,917,822 7,144,082
Administration ang Management fees - third party - 10,400
12,826,290

Contributions to debt impairment provision
—_—

128,213,955
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28. Interest Received - Investments
Interest revenue
interest charged on sundry loans 523 G;ggg
Interest Received - ABSA 25,402 : .205
interest Recejved - Standard Bank . .

25,925 67,778

Total interest income, calgulated using the effective interest rate, on financial instruments not at fair value through surpius

or deficit amounted to R10,098 (EOOQ:RGT,TTB).
28, Fair value adjustments

Other financiaj assels

* _ Otherfinancial assets (Designated as at Fv through P&L) 30,845 43438
20. Depreciation and amortisation
Property, plant ang equipment 31,438 31,438
Depreciation was calculated on the finance leased asset over the asseis usefyul life of 5 years,
31. Finance costs
Trade and other payables (231,329) i 205
Finance leases 37,774 » 038|441
Other interest paid 6,509,561 , '
' 5,315,006 11,051,650
32. Auditors’ remuneration
Fees 2,574,112 1,658,364
33. Rental of facilities and equipment
Premises ‘
Rental of Premises 3,202,068 2,758,300
Facilities and equipment : 9
Rental of equipment 323,187 279,08
3,525,265 3,037,369
34. Contracted Services
o4
Meter Reading services 1,319,356 884,09
35. Grants and subsidies paid
Other subsidies
31
Indigents - Council contribution 9,365,512 5'g;§’f55
Eskom Electrification Grant . !
9,365,512 5,355,486
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36. Bulk Purchases’
Electricity 58,866,979 43,164,578
37. Cash Benerated from operations
(Deficit) surplug (41,789,285) 61,256,760
Adjustments for:
Depreciation ang amortisation 31,438 31,438
Loss on sale of agsets and liabilities {10,251,726) {181,673)
Fair Value Adjustment . Game Stock 1,031,600 (642,225
Fair value adjustment Investments (30,845) {43,438)
Finanee costs - Finance leases .37,774 13,299
Interest income (25,925) (67,776)
Finance costs 6,278,232 11,051,650
Impairment deficit 1,124,983 -
Debt impairment 128,213,955 12,826,290
Movements in retirement benefit assets and lfabilities - 743,797 N
Moverments in provisions 9,632,455 2,020,636
Changes in working capital:
Inventories '2,032,409 (521,838)
Trade and other receivahles from exchange transactions 69,984,025 (51,338,914)
Other receivables from non-exchange fransactions (1,671,500 {604,382)
Consumer debtors {1 28,213,95_5) (12,826,290)
Prepayments {1,183,455) 189,822
Trade and other payables from exchange transactions 23,841,728 . 7,626,732
VAT 11,233,933 (10,282,862}
Unspent conditiona| grants and receipts 7,017,000 (2,245,975)
78,036,548 16,381,164
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38. Commitments

Authorised capital expenditura

Already contracted for but not provided for

. Infrastructure assets 586,201,765 2,892 506

This committed expenditure refates to infrastructure assets and will be financed Dy availabie bank facilities, retained

surpluses, existing cash resources, funds-ihtemally generated,

The following contracts have already bean awarded and the Municipality is committed on spending the remaining funds:

Project Number:
Project.Description:
Project Value:

Remaining Funding:

Froject Number:
Project Description:
Project Value:

Remaining Funding:

Project Number:
Project Description:
Project Value:

Remaining Funding:

Project Number:
Project Description:
Project value:

RemainingFunding:

Project Number:
Project Description:
Project Value:

Remaining Finding:

Project Number:
Project Description:
Project Vatua:

Remaining Funding:

Project Number:
Project Description:
Project Value:

Remaining Funding:

Project Number:
Project Description:
Project Vaiue:

Remaining Funding:

Project Number-
Project Description:
Project Value:

Remaining Funding:

Froject Number
Project Description:
Froject Value:

Remaining Funding:

MIG/FS/R,ST/09/11.

Fateng-tse-Ntsho - Upgrading of gravel roads with storm water.
R 7485810

R 3031 391

MIG/FS0710/R,ST/09/13

Bohlokong / Bethlehem - New paved roads.
R40 000 000

R33770 188

MIG/FS/4588/08/09

Clarens - Waste water treatment works.
R12 000 000

R 7499819

MB/RS/ZDOQ/O.?.OS.DS

Fateng-tse-Nsthg - Upgrading of intemna roads,
R+13 000 00g

R 5289 941

Clarens - Upgrading of internal roads,
00

R30000
R 1289836

Panorame East - Upgrading of roads,
R 2000000
R 1855919

MIG/IFS051/CF/07/08

Bohlokong - New cormmunity hall,
R26 000 000

R 9000 000

MIG/FS/0179/6/7

Mashaeng Fouriesburg - 2.7 km storm water disposal
R 1017 308 '

R 252493

MIG/FS/R/5845/09/10

Dihtabeng Mautse - Upgrading of gravel road with storm water.
R 4142 760

R4 142 750

Rosendal Mautse - Upgrading of boreholes and water treatment plant.

R 1500 000
R 1 500 000
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38. Commitments (continued)

Project Number:
Project Descriptian:
Project Valye:

Remaining Funding:

Project Number:
Projact Description:
Project Value:

Remaining Funding:

Project Number:
Project Description:
Praoject Valye:

Remaining Funding:

Mashaeng / Fourigsburg - abstraction of raw water,
R 3 000 000
R 3 000 0gp

Bohlokong - Upgrading of naw tennis courts,
R 2 000 000
R 2000 pop

Mashaeng !/ Fouriesburg - Upgrading of reads.
R 2 000 0op
R 2000000
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39. Contingencies
The following civil cases are currently in process of being finalised:;

G D van zyi:
The case is handled by Breytenbach Mavusg Attorneys and is regarding the sale of a site in Fouriesburg to Mr van Zylon
the site a municipal pump station is erected and no servitude is registered, The liability could be R150 000.

T D Lephondo:
The case is handied by Breytenbach Mavusg Altorneys. Qur application for a Court Order to reverse the Sale of the
Property was successful, We are waiting for the Council 1o resell the property. No fiabitity for Council,

Thabo Mofutsanyana District Municipality:

The case is handled by Breytenbach Mavuso Attorneys. We arg acting for a lot of defendants against Tha!::o
Mafutsanyana, In the trial case the Judge has given judgment against Thabo Mofutsanyana on our exception. They are
Now trying to appeal in this matter so we are waiting to see what will happen, No fiability at this stage.

Lezmin 1163 cC: -
The case is handled by Breytenbach Mavuso Altorneys and is regarding the erection of iflegal structures. No fiability for
Councit. The case js for a Court Order to demolish certain buildings : .

LAK Investments: )
The case is handied by Breytenbach Mavuso Attorneys. This is a defended matter in which the Defendant wants to
negotiate. We are waiting for dates to proceed with negotiations. No liability for Council, )

Makitikiti: : -
The case is handied by Breytenhach Mavuso Altorneys. We are af this present time awaiting further instructlons from client
regarding the consultation between Dihlabeng Local Municipality and Mr Makitikiti. No kability for Council,

Mr J Prinsloo (Electrician Section); L
The case is handied by Breytenbach Mavuso Attorneys._ In this case the employee was Injured on duty and the Department
of Labour referred the matter to court to establish negligence. Liability can not be establishad.

New Municipal Buildings: ' ‘ : _ .
A building was purchased for R 14 000 000 1o be used ag Municipal Offices but due to contractual disagreements there is a
possibie liability of which the outcome can not be reliably determined. '

Naudes Aftorneys, Bloemfontein handle the case on behalf of Council. Councit awaits further documents in this regard. In
this application the applicant did not render g Proper security service and Councjl terminated the contract. Can not.

Saouth African Revenue Service (VAT): .
According to the records of SARS there is an amount due to them that amounts to R 7 860 49_9 in respect gf VAT that was
incorrectly claimed. The amount is being disputed and the outcome of the event can not be refiably determinad.
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40. Prior period errors

The effect of the prior period errors js disciosed in Annexure B,

41, Going concern

We draw atféhtinn to the fact that at 30 June 2010, the Municipality hag accumulated surplus of R545,422 565 and 1 at the

municipality's taigl assets exceed jig liabilities by R845 422 565.

Employee Cost : - 90,751
Interest paid gn Bank Account / Creditors 299,082 904,800
Interast paid on Eskom account ' 1,101,179 -
Penalty Interest on Arrears on DBSA ang INCA Loans ‘ 338,915 -
Fenaltias ang Interest Paig on VAT 282,097 -
2,021,273 895,561
43. lrregular expenditure
Details of irreguia_r expenditure — current year :
Effect on the Financial Staterments
Tenders for payments above R200 000 were net Upgrading of Fateng Stadium is affecting '9,181,132
available for Inspection, additions to Community Assets Recreational
Facilities, :
Tenders for Payments above R200 pog were not Upgrading of Cemeteries is affecting additions to 4,438,640
available for inspection, Community Assets Recreational Facilities.
Tenders for Payments above R20g 000 were not Upgrade of Internal Roads in Fateng is affecting 3,434,994
available for inspection, addtions tg Infrastructure Roads,
Tenders for Payments above R200 gog Wwere not Unit stand and access card is affecting additions 475,000
available for inspection, to Office Equipment, ) B
Tenders far Payments above R200 gog were not Electronic rey Counter is affecting additions to 289,754
available for inspectign, Office Equipment.
Tenders for payments above R200 000 were ot Payment for services rendered in respect of the 1,102,119
available for inspection. recovery of VAT not previously claimed js
affecting Service Provider fegs.
Tenders for payments above R200 000 were not Upgrading of Roads in Clarens is affecting 596,860
available for inspection. additions to Infrastructure'Ruads.
Tenders for Payments above R200 gop were not Upgrade of roads in Fouresburg and 6,690,588
available for inspection, Rehabilitation of Lumping sites s affecting
' Infrastructure Roads ang Expenditure, -
26,210,087

44, Leasgesg (Effects of transitional provisions)

In écct:rdance with is transitionaj provision as per Directive 4 of the GRAP Reporting Framework, the municipality need not
comply with the standard on Leases, until sych time as the Measurement period in the transitional provision for any of the
ve expire;

following Standards of GRAP ha
. Construction Contracts
Inventories
Investment Froperty
Froparty Plant and Equipments ‘
Provisions, Contingent Liabilities and Contingent Assets
Agriculture .
Intangible Assets

9 %2 o a o o
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45. Additional disclosure in terms of Municipal Finance Management Act

Amount paid - current year

(27,836,068)

Audit fees

Opening balance 284,217 {101,541)

Current year subscription / fee 2,536,080 2,323,898

Amount paid - current year (1,941,082) (1,938,140)
879,215 284,217

PAYE and UIF

Current year subscription / fee 10,619,264 9,572,085

Amount paid - current year (10,619,264) {9,572,095)

Pension and Medical Aid Deductions

Current year subscription / fee 27,836,068 25,640,581

(25,640,581)

VAT

VAT payable

13,085,561

1,851,628

VAT output payables and VAT input receivables are shawn in nate 15,

VAT returns have been submitted |ate throughout the year.
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45. Additional disclosure in terms of Municipal Finance Management Act (continued)
Councillors' arrear consumer accounts
The following Councillors had arrear accounts outstanding for more than 90 days at 30 June 2010:-
30 June 2010 Outstanding Outstanding Total
iess than 90 more than 90
days days

D Stevens 5,996 2,388 8,384
HT Mofokeng 1,869 3,553 5,422
S Motsoeneng 1,872 36,079 37,951
AL Mashinini 2,506 38,978 41,484
E Mokoena _ 612 1,159 1,771
MS Maseko . 1,191 5,137 6,328
J Tshabalala 817 1,633 2,450
G Mofokeng 731 1,846 2,577
BJ Mofokeng 2,440 8,207 10,647
P Jacobs 1,653 816 2,469
BDL Hatta 1,921 47,652 49,573
E Kongoana 988 22,314 23,302
S Mofokeng 1,016 16,145 17,161
S Msimanga 640 33 673
J Mofokeng 620 ’ 1,393 2,013
MD Bukhak 382 B,497 8,879
P Changube 656 4,357 5,013
LJ Wanzi 782 1,828 2,610
L Lemako 598 469 1,067
E Mkhwanazi 4,521 16 4,537
J Mashinini 1,516 10,714 12,230
LJ Lemako 2,923 3,084 6,007

36,250 216,298 252,548
30 June 2009 Outstanding Outstanding Total

less than 90 more than 90
days days

NC Bukhali 1,230 2,992 4,222
MH Mofokeng 640 751 1,391
HE Mokoena 882 697 1,579
BOL Hatla 1,966 40,264 42,230
M3 Maseko 1,377 11,790 13,167
RP Mofokeng 1,070 11,812 12,882
VD Mzizi 4,983 © 48,679 53,662
S Msimanga 651 885 1,536
MJ Tshabalala 1,115 3,015 4,130
SE Mosia 830 16,805 17,635
MA Mokoena 1,530 365 1,895
CP Changube 568 1,890 2,458
MK Mofokeng 11,778 38,856 50,634

28,620 178,801 207,421
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Figures in Rand

2010 2008
45. Additional disclosure in terms of Municipal Finance Management Act {continued)
During the year the following Gouncillors’ had arrear accounts outstanding for more than 90 days.
30 June 2010 Highest Aging
outstanding {in days)
amount
BDL Hatta 49,573 120
AL Mashinini 41,484 120
S Motsoeneng 37.951 120
EST Kongoana 23,302 120
S Mofokeng 17,161 120
J Mashinini 12,230 120
BJ Mofokeng 10,647 120
MD Bukhali 8,879 120
D Stevens B,384 :
M Maseko 6,328 120
LJ Lemaka 6,007 120
HT Mofokeng 5,422 120
P Changube 5013 120
E Mkhwanazi 4,537 g0
LJ Wanzi 2,610 120
GEO Mofokeng 2,577 120
P Jacobs 2,469 120
Jd Tshabalala 2,450 120
J Mofokeng 2,013 120
E Mokoena 1,771 120
L Lemako 1,067 120
S Msimanga 673 20
252,548 (180)
30 June 2009 Highest Aging
outstanding {in days)
amount
VD Mzizi 53,662 -
MK Mofokeng 50,634 -
MJ Hatla 42,231
SE Mosia 17,636 -
MS Maseko 13,167 -
RP Mofokeng 12,882 -
MC Bukhali 4,223 -
MJ Tshabalala 4,130 -
CP Changube 2,459 -
MA Mokoena 1,895 -
HE Mokoena 1,579 -
S Msimanga 1,638 -
MH Mofokeng 1,391 -
207,425 -
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DIHLABENG LocaL MUNICIPALITY

Appendlx B

CORRECTION QF ERROR NOTE 40 2010

1

Transaction relating to the previous reperting period were re-staled as a result of information
_ that became available after the reporting period. The effect of the transaclions are as follows:

The comparative amourt forthe 2008 year has been restaled as follows:

Increase In Accumulated Surplus

Transactions were posted directly into surplus that relates to the 2008 financial year,
-Increase in Long-term Liabiiies

Long-term liabliities were incorrectly disciosed and accounied for in the pricr year,
Increase in Unspent Conditional Grants

Conditional Grant were incomectly recognised as Revenue In the prior year.
Increasa In Accounts Payatle

Creditars as al year end werg not provided for in the prior year.
Increase in input VAT

VAT on expenditure ware not clalmed as Input VAT in the pror year,
Dacrease in Granis

The balance of Government Granls as previously reperied did no! have any substance and
the balance was written off.

Increase in Property, Plant end Equipment

Assels purchased In the prior financlal periad were not capitalised In the prior year,
Incraase In Investments

Suhsequent informatlon became avallable about the fair value of investments and
fnvesiments were adjusted with the increase in the fair value, .
Decrease in Inventory

Expenditure in the prior 9ea; were Incomectly allocated to Inventory,
Decrease In Provisions

A provision for tegal fees were provided for in the 2008 financial year I:;ut the condilians wera
never met and it was reversed, :

Increase In Trande and Gther Receivables
Olher Receivables were previousty not recorded,

Net effect on Stalement of Finandial Pesilinn

Decrease In Bulk Purchases

Bulk Purchased incorrectly eccounted for In the prior year,
Decrease in Capitz| Expendilure

Misallocation of Assels 1o be capitalised and ather expenditure,
Decrease in Employes Cost

Employes Cost incorrectly accounted for in the prior year,
Increase in Fair Value Adjusimen! - Investments

Subsequent information became avallable and the falr value of invesiments were adjusted,
Increase in Finance Costs

Finance Costs on Long-term Liabilities Incorectly accaunted for in the prior year,
Decrease in General Expendilure

General expenditure incorreclly accounted for in the prior year.
Decrease in Grant Recelpts

Reversal of Conditiona Grant Receipts Ineorrectly accounted for as Revenue in the prior year.
Increase in Other income :

Cther income Incosrectiy accounted for In the prier year,
Dacrease In Repairs and Maintenance
Repairs and Maintenance incommectly accounted for in the prior year.
Net effect on surplus/{deficit) for the year
Net effect on Accumulated surplus opening balance
Cash Flow from Operating Activities
Cash Flow from investing Activities

Cash Flow from Financing Activities

et effect on Cash Flow

2009

-5,635,305
-1,352,835
-2,699,000
-1,938,045

4,142,767

3,026,134

1,885,353

14,358

«111,563

315,500

232,787

-2,029,840

-783,583
2,196,577
-83,570
-14,033
2,708,701
457,426
2,889,025
1,100

-24,597

2,028,840

2.029,840

2,029,840
2,008,711

-6,088,140

-2,948 589
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OIHLABENG LOCAL MUNICIPALITY

Appendix B

CORRECTION OF ERROR NOTE 40 2010
2

An actuarial valuation was perfermed for the first ime ang the post-retirement medical aig
conlributions were accounled for, :

The comparative amouni has been restated as follows i the 2009 Financial Year:

Increase in Post-Refirement Medical Alg Benefit
Decrease in Accumulated Surpius

Net efact on surplus/(deficil) for the year

2008

20,656,529

20,655,529

0
_——
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