District Municipality

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009



A P LY R -G EMER &L
Dok UT M M F RO A

The Municipal Manager

Fezile Dabi District Municipaiity
P.0O. Box 10

Sasolburg

1947

31 August 2009

Reference: 21400REGOS/09
Dear Mr. Mghizahlo
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1. We hereby acknowledge receipt of the financial statements of the municipality, which are
subject to auditing by the Auditor-General of South Africa in termns of section 188 of the
Constitution of the Republic of South Africa, 1998, read with section 4 of the Public Audit
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Act, 2003 (Act No. 56 of 2003).

2. This letter serves to confirm receipt of the above financial statements on 31 August 2009,

Enqdiriés: E. Ntanganda

Telephone: (051} 400 7600
Fax: (051} 400 7630
Email: MNtangandaE@agsa.co.za

Audiling 1o build public confidence
..... — A
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ACCOUNTING OFFICER'S RESPONSIBILITIES AND APPROVAL

| am responsible for the preparation of these financial statements, which are set out on page 4 to 45, in terms of Section
126{1) of the Municipal Finance Management Act and which | have signed on behalf of the Municipality.

| cettify that the salaries, allowances and benefits of Councitiors as disclosed in note 14 of these annual financial
statements are within the upper limits of the framework envisaged in Section 219 of the Constitution, read with the
Remuneration of Public Officer Bearers Act and the Minister of Provincial and Local Government's determination in
accordance with this Act.

The financial statements set out on pages 7 to 29, which have been prepared on the going concern basis, were approved
by the accounting officer.on 30 November 2008 and were signed on its behalf by:

Acting Mafichuad Manager
M E Mohlahio

B.Com; B.Com{Acc) Hons; MBA
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STATEMENT OF FINANCIAL POSITION

Figures in Rand Note{s) 2009 2008

ASSETS

Current Assets

investment Deposits 2 29,073,565 -

Trade and other receivables 3 13,775,853 1,000,666

VAT 4 1,220,392 5,299,752

Current portion of long term debtors 5 - 95,485

Cash and cash equivalents B 93,112,204 99,803,736
137,182,014 106,199,638

Non-Current Assets

Property, piant and equipmeant 7 22,304,333 21,007,348

Total Assets 159,486,347 127,206,987

LIABILITIES

Current Liabilities

Trade and other payables 10 26,897,813 19,470,085

Current portion of long term ioans 9 3,611,242 3,403,797

30,509,055 22,873,882

Non-Current Liabilities

Long term icans g 34,879,840 38,491,085

Total Liabilities £65,388,895 61,364,967

MNet Assets 54,097,452 £65,842,020

NET ASSETS

Revaluation reserve 8 8.792718 9,220,288

Capital replacement reserve 4,019,492 4,019,492

Accumulated surplus/(deficit) 81,285,242 52,601,540

Total Net Assels 94,097,452 65,842,020
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STATEMENT OF FINANCIAL PERFORMANCE

Figures in Rand Note(s) 2009 2008
Revenus

Regional Services Council Levies 11 703,992 569,243
Government granis and subsidies 12 104,856,873 91,371,861
Tender deposits 70,050 36,421
Skilis levy - (SETA) 251,914 105,643
Recoveries 37,508 14,252
Other income 13 1,549,595 402,003
Inierest received 14 13,459,260 10,824,308
Total Revenue 120,929,192 103,320,731
Expenditure

Empioyee related costs 15 30,072,802 22,860,282
Remuneration of counciilars 16 4,439,604 3,895,873
Administration 17 1,506,529 1,511,241
Depreciation 18 2,543,383 1,884,632
Finance costs 19 4,812,114 5,180,889
Repairs and maintenance 411,851 496,141
Contracted services 20 10,807,561 7,820,858
Grants and subsidies paid 21 10,808,682 34,510,573
General expenses 22 27,206,597 26,531,588
Total Expenditure 92,609,223 104,692,077
Surplus (deficit) for the year 28,319,969 (1,371,346}
Aitributable to:

Net asset holders of the municipality 28,319,969 (1,371,346}
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FEZILE DABI DISTRICT MUNICIPALITY

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009

CASH FLOW STATEMENT

Figures in Rand Note(s) 2008 2008
CASH FLOWS FROM OPERATING ACTIVITIES

Cash receipts frem customers, government and others 110,509,355 03,248,050
Cash paid to suppliers and employees (89,625,783} (91,355,877}
Cash generated from operations 23 20,883,572 1,802 173
Interest income 13,459,260 10,821,308
Finance costs {4,812,114) {5,180,889)
Net cash from operating activities 29,530,718 7,532,592
CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment 7 {3,851,836) (2,558,739}
Sale of property, plant and equipment 7 11,568 -
Purchase of investment Deposits (29,073,565) -
Decrease in non-current receivables 95,485 450,542
Met cash from investing activities (32,818,448) (2,108,197)
CASH FLOWS FROM FINANCING ACTIVITIES

Movement in fong term leans (3,403,800} (3,035,022)
Net cash from financing activities (3,403,800) (3,035,022)
Net increase {decrease) in cash and cash equivalents (6,691,530) 2,389,373
Cash and cash equivalents at the beginning of the year 908,803,738 97,414,363
Cash and cash equivalents at the end of the year 6 93,112,206 99,803,736
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FEZILE DAB! DISTRICT MUNICIPALITY
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009

ACCOUNTING POLICIES

1. Basis of preparation

The annuat financial statements have been prepared in accordance with the Standards of Generally Recognised
Accounting Practices {GRAP) and the Standards of Generally Accepted Municipal Accounting Practices (GAMAP)
prescribed by the Minister of Finance in terms of General Notice 991 and 992 of 2005.

These standards are summarised as follows:

Standard of GRAP

GRAP 1 Presentation of Financia! Statements

GRAP 2 Cash Flow Statements

GRAP 3 Accounting Policies, Changes in Accounting Estimates and
Errors

GAMAP 4 The Effecis of Changes in Foreign Exchange Rates

GAMAP & Consolidated financial statements and accounting for
controiled entities

GAMAP 7 Accounting for Investments in Associates

GAMAP 8 Financial Reporting of Interesis in Joint Ventures

GAMAP 9 Revenue

GAMAP 12 Inventories

GAMAP 17 Property, Plant and Equipment

GAMAP 19 Provisiaons, Contingent Liabilities and Contingent Assets

GAMAP 6, 7 and 8 have been complied with to the extent that the requirements in these standards retate to the
municipatity's separate financial sfatements.

Accounting policies for material fransactions, events or conditions not covered by the above GRAP and GAMAP Standards
have been developed in accordance with paragraphs 7, 11 and 12 of GRAP 3. These accounting policies and the
applicable disclosures have been based on the South African Statements of Generaily Accepted Accounting Practices (SA
GAAP} including any interpretations of such Statements issued by the Accounting Praciices Board.

The Minister of Finance has, in terms of General notice 552 of 2007 exempted compliance with certain of the above
mentioned standards and aspects or parts of these standards. Details of the exemptions applicable to the municipality have
been provided in note 36 to the financial statements.

A summary of the significant accounting policies, which have been consistently appiied, are disclosed befow.
1.1 Presentation of Currency

These financial statements are presented in South African Rand.

1.2 Reserves

Capitat replacement reserve (CRR)

In order fo finance the provision of infrastructure and other items of property, plant and equipment from internal sources.
amounts are transferred from the accumulated surpius/(deficit) to the CRR in terms of a Councit resoiution. A corresponding
amount is transferred to a designated CRR bank or investment account. The cash in the designated CRR bank account can
only be utilised to finance items of property, plant and equipment. The CRR is reduced and the accumulated
surplus/(deficit) is credited by a corresponding amount when the amounts in the CRR are utilised.

The amount transferred to the CRR is based on the municipality's need to finance future capital projects included in the
integrated Development Pian.

Revaluation reserve

The surplus arising from the revaluation of property, nlant and equipment is credited to a non-distributable reserve. The
revaluation surpius is realised as revalued buildings are depreciated, throcugh a transfer from the revaluation reserve fo the
accumulated surplus/deficit. Cn disposal, the net revaluation surplus is transferred to the accumulated surplus/deficit while
gains or losses on disposal, based on revalued amounts, are credited or charged to the Statement of Financial
Performance.

11



FEZILE DABI DISTRICT MUNICIPALITY
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008

Accounting policies

1.3 Property, plant and equipment

Property, plant and equipment is stated at cost, less accumulated depreciation, except land and buildings, which are
revalued at least every five years, Similarly, land is not depreciated as it is deemed to have an indefinite life.

impairment as well as the review of the useful ife of assets and depreciation method is exempied in accordance with the
exemptions in Gazette no, 30013 of 29 June 2007

Subsequent expenditure is capitalised when the recognition and measurement criteria of an asset are met.
Intangible assets are not recognised in accordance with the exemptions in Gazette no. 30013 of 29 June 2007.

Depreciation is caicuiated on cost, using the straight-line method over the estimated useful life of the assets. The annual
depreciation rates are based on the following estimated asset lives.

item Average useful life
Buildings 30 years

Furniture and fittings 3 - 10 years

Office equipment 3 - 10 years

Meoter vehicles 5 years

Computer equipment 4 -5 years
Miscellaneous equipment 3 -7 years

1.4 Revaluation of Land and Buildings

Land and buildings are stated at revalued amounts, being the fair value ét the date of revaluation less subsequent
accumulated depreciation in respect of buildings.

1.5 Financial instruments

Classification

The municipality classifies financial assets and financia! liabilities into the following categories:
» Financial assets at fair value through surpius or deficit - designated
. Leans and receivables
. Available for sale financiai assets

Classification depends on the purpose for which the financial instruments were obtained / incurred and takes place at initial
recognition, Class#ication is re-assessed on an annual basis, except for derivatives and financial assets designated as at
fair value through surpius or deficit, which shall not be ciassified out of the fair value through surplus cr deficit category.
Loans and receivables/payables are non-derivative financial assets/liabilities with fixed or determinable payments that are
not quoted in an active market. They are included in current assets/iiabilities, except for maturities greater than 12 months

after the baiance sheet date. These are classified as non-current assets/liabifities. The municipality’s ioans and
receivabies/payables comprise ‘trade and other receivabies/payables’ and cash and cash equivalents in the baiance shest.

Trade and other receivables

Accounts receivabie are carried at anticipated realisable value. An estimate is made for doubtiul receivables based on a
review of all outstanding amounts at year end. Bad debts are written off during the year in which they are identified.

Trade and other payables

Trade creditors are stated at their nominal vaiue.

12



FEZILE DABI DISTRICT MUNICIPALITY
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009

Accounting policies

1.5 Financial instruments (continued)

Cash and cash equivalents

Cash inciudes cash on hand and cash with banks. Cash equivaients are short-term highly liquid invesiments that are held
with registered banking institutions with maturities of three months or less and are subject to an insignificant risk of change
in value.

For the purpose of cash flow staterment, cash and cash equivalents comprise cash on hand, deposits held on cail with
banks and short term deposits in financial instruments, net of bank overdrafts.

Investment Deposits

Investment deposits which include fixed deposits and short term deposits of more than 3 months invested in registered
commercial banks, are stated af cost.

1.6 Revenue Recognition
Interest and rental are recognised on a time propartion basis.

Government granis are recognised as revenue when all conditions associated with the grant have been met. Where grants
have been received but the municipality has not met the condition, a iiability is raised.

Amounts received from government and donors for the purpose of acquiring item of property, plant and equipment are also
recognised as revenue.

1.7 Conditional Grants and receipts

Revenue receivaed 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 liability is recognised.

1.8 Provisions and contingencies

Provisions are recognised when the municipality has a present or constructive obligation as a result of past events, itis
nrobable that an outflow of resources embodying economic benefits will be required o settle the obligation and a reliabie
estimate of the provision can be made. Provisions are reviewed at each balance sheet date and adjusted to refiect the
current best estimate.

1.9 Unauthorised expenditure

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of an
allocation received from another sphere of government, municipality or organ of state and expenditure in the form of a grant
that is not permitted in terms of the Municipal Finance Management Act (Act No.56 of 2003}. 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 expenditure 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.

1.10 Irregular expenditure

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003}, the
Municipal Systems Act {Act No.32 of 2000), the Pubtic Office Bearers Act (Act No. 20 of 1998) or is in contravention of the
Municipality's supply chain management policy. Irregular expenditure excludes unauthorised expenditure. irregular
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is
subsequently accounted for as revenue in the Statement of Financiai Performance.

13



FEZILE DABI DISTRICT MUNICIPALITY
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009

Accounting policies

1.11 Fruitiess and wasteful expenditure

Fruiiless expenditure means expenditure which was made in vain and wouid have been avoided had reascnable care been
exercised.

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

1.12 Leases

Leases are classified as finance leases where substantially ail the risks and rewards associated with ownership of an asset
are transferred to the municipality. Property, piant and equipment subject to finance lease agreements are capitalized at
thelr cash cost equivalent and the corresponding liabilities are raised. The cost of the item of property, plant and equipment
is at appropriate rates on the siraight-line basis over its estimated usefu! iife. Lease payments are allocated between the
lease finance cost and capital repayments using the effective interest rate method. Lease finance costs are expansed when
incurred.

Operating leases are those leases that do not fali within the scope of the above definition. Operating lease rentals are
expansed as they become due, in accordance with the exemptions in Gazette no. 30013 of 28 June 2007

1.13 Borrowing costs

Borrowing costs are recognised as an expense in the Statement of Financial Performance in the period in which they are
incurred.

1.14 Employee benefits
Short-term employee benefits

The cost of short-tarm empioyee benefits, (those payabie within 12 months after the service is rendered, such as paid
vacation leave and sick leave, bonuses, and non-monetary benefits such as medical care}, are recognised in the period in
which the service is rendered and are not discounted.

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

The expacted cost of bonus payments is recognised as an expense when there is a legal or constructive obligation to make
such payments as a result of past performance.

Defined benefit/contribution plans

The municipality pravides retirament benefits for its employees and councillors. The contributions to fund obiigations for the
payment of retirement benefits are charged against income in the year they become payable. The defined benefits funds,
which are administered on a provincial basis, are actuarially valued triennially on the projected unit credit method basis.
Deficits identified are recovered through lump sum payments or increased future contributions on a proportional basis to al
participating municipalities.

1.15 Comparative figures

Current year comparatives:
Budgeted amounts have been included in the annual financial statements for the current financial year only.

Prior year comparatives:
When the presentation or classification of items in the annuai financial statements is amended, prior year comparative
amounts are reclassified. The nature and reason for the reclassification is disclosed.

14



FEZILE DABI DISTRICT MUNICIPALITY
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009

NOTES TO THE FINANCIAL STATEMENTS

Figures in Rand 2009 2008

2. INVESTMENT DEPOSITS

Held to maturity

investment Deposits 29,073,565 -

Current assets

Held to maturity 29,073,565 -

The municipality has not reclassified any financial assets from cost or amortised cost to fair

value, or from fair value to cost or amortised cost during the current or prior year.

3. TRADE AND GTHER RECEIVABLES

Fuel deposit 1,000 1,600

Pick n Pay Card 2,251 2,251

SA Post Office - Deposit 15,000 15,000

Other debtors 942,844 198,462

CBPWP Grant 10,841,317 -

Suspense 1,973,441 783,953
13,775,853 1,000,666

CBPWP Grant

During the year the Municipality received a grant from Department of Sports Arts and

Culture on behaif of Ngwathe Local Municipality for the building of a stadium. The money

received was fully expensed during the year. An agreement was reached between the

Municipality and the Department that the Municipality should continue with expenditure

regarding the stadium which will be re-imbursed by the Department.

The grant received and expenses incurred are not included in the Statement of Financial

Performance of the Municipality.

R11 000 D00 was received from the Department on 1 July 2009 in respect of expenditure

already incurred and to be incurred.

The reconcifiation for the grant is as foliows;

Baiance at the beginning of the year - -

Grant received 11,472,000 -

Expenditure incurred and paid on behaif of Ngwathe (22,313,317 -
(10,841,317 -

Suspense accounts:

Suspense accounts are in respect of Input VAT on accrued fransactions.

4, VAT

VAT 1,220,392 5,299,752

VAT is payabie on the receipt basis. Only when payment is received from debtors is VAT
paid over to SARS.

15



FEZILE DABI DISTRICT MUNICIPALITY

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009

Notes to the Financial Statements

Figures in Rand 2008 2008

5. CURRENT PORTION OF LONG TERM DEBTORS

Car loans - 95,485

Before the enactment of the MFMA senior staff were entitied to car loans which atiracted

interest at 8% to 8.5% per annum and which were repayable over a maximum period of 5

years. The last loan was repaid during the 2009 financial year.

No advances were made tc empioyees during the year.

6. CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of:

Bank balances 22,369,505 5,200,387

Shoert-term deposiis 70,742,699 94,603,349
93,112,204 99,803,736

Short-term deposits amounting to R4 019 492 (2008: R4 018 492) are attributable to the

Capitat Replacement Reserve.

Material deposits ameunting to RC (2008: R10 636 291} were withdrawn from Liberty Group

Investments and invesied eisewhere.

Short term deposits are for periods which are less than 3 months.

The municipality had the following bank accounts

Cheque Account

ABSA Bank - Sasolburg

Account number: 520000100

Cash book balance at the beginning of the year 1,029,279 1,933,622

Cash boock balance at the end of the year 429,223 1,029,279

Bank statement balance at the beginning of the year 1,108,553 2,501,797

Bank statement baiance at the end of the vear 1,166,210 1,108,553

Savings Account

ABSA Bank - Sasoiburg

Account number: 9070399717

Cash book balance at the beginning of the year 2,923,411 8,603,854

Cash book bafance at the end of the year 20,834,375 2,923,411

Bank statement balance at the beginning of the year 2,923,411 8,603,854

Bank statement balance at the end of the year 20,834,375 2,923,411

Current Account

Standard Bank - Sasoiburg

Account number: 728670534

Cash book balance at the beginning of the year 1,247,697 1,135,450

Cash book balance at the end of the year 51 1,247,697

Bank statement balance at the beginning of the year 1,247,697 1,135,450

Bank statement balance at the end of the year 51 1,247,697

Sports and recreation bank account

Cash book balance at the beginning of the year - 2,085

Cash book baiance ai the end of the year - -

Bank statement balance at the beginning of the year - 2,065

Bank statement balance at the end of the vear
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FEZILE DABI DISTRICT MUNICIPALITY
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009

Notes to the Financial Statements

Figures in Rand 2009 2008
7. PROPERTY, PLANT AND EQUIPMENT
2009 2008
Cost/ Accumulated Carrying vaiue Cost/ Accumulated Carrying value
Valuation depreciation Vaiuation depreciaticn
Land and Buildings 15,895,000 (834,687) 15,060,313 15,895,000 - 15,895,000
Other property, plant and 15,011,500 (7,767,480) 7,244,020 12,370,104 (7,257,756) 5,112,348
equipment
Total 30,906,500 (8,602,167) 22,304,333 28,255,104 (7,257,756) 21,007,348
Reconciliation of property, plant and eguipment - 2009
Opening Additions Disposals Depreciation Total
Baiance
Land and Buildings 15,895,000 - - (834,687) 15,060,313
Other property, plant and equipment 5,112,348 3,851,936 {11,568) {1,708,696) 7.244,020
21,007,348 3,851,936 {11,568)  {2,543,383) 22,304,333
Reconciliation of property, plant and equipment - 2008
Opening Additions Revaluations Depreciation Tota!
Balance
Land and Buildings 6,843,301 237,128 9,220,988 (408,417) 15,895,000
Other property, plant and equipment 4,268,952 2,321,611 - (1,478,215) 5,112,348
11,112,253 2,558,739 9,220,988 (1,884,632) 21,007,348
Revaluations
The effective date of the revaluations was 26 June 2008. Revaluations were performed by
independent vaiuer, Valuations were made on the basis of recent market transactions on
arm'’s length terms. The revaiuation surpius was credited fo revaluation reserve.
Land and buildings are re-valued independently at least every 5 years.
Refer to Appendix B for more detail
Reconciliation of Accumulated Depreciation
Balance at the beginning of the year 7.257,756 7,291,968
Depreciation for the year 2,543,383 1,884,632
Eliminated at revaluation - (1,918,844)
Disposals (1,198,972) -
8,602,167 7,257,756
8. REVALUATION RESERVE
Balance at the beginning of the year 9,220,988 -
Revaluation - 9,220,988
Reserve realised {(428,270) -
8,792,718 9,220,988
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FEZILE DABI DISTRICT MUNICIPALITY
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009

Notes to the Financial Statements

Figures in Rand 2009 2008
9. LONG TERM LOANS
Loans from DBSA
External loans 38,491,082 41,894 882
Less: Current portion transferred to current liabilities (3,611,242) {3,403,797)
34,879,840 38,491,085
Refer to Appendix A for more detaif on the long {erm loans with DBSA.
10. TRADE AND OTHER PAYABLES
Trade payables 20,839,032 10,178,980
Salary Suspense 524,286 -
Retentions 2,364,281 3,010,206
Staff Leave Accrual 1,756,733 1,470,887
Service Bonus Accrual 743,583 377,048
Other creditors 36,302 150,739
DWAF Grant 633,596 4,282,225
26,897,813 19,470,085
DWAF Grant
During the prior year the municipatity received funds relating to the DWAF grant for
Ngwathe Local Municipality. These funds are administered cn behalf of Ngwathe Local
Municipality and is not included in the income of Fezile Dabt District Municipality.
Balance held at the beginning of the year 4,282,225 -
Current year receipts - 4,800,000
Faid out to Ngwathe Local Municipality {3,648,629) {517,775)
633,596 4,282,225
11. REGIONAL SERVICE COUNCIL LEVIES
RSC Levies 703,992 589,243
12. GOVERNMENT GRANTS AND SUBSIDIES
Equitabie share 103,871,873 89,871,861
Financial managemeni grant 250,000 500,000
MSIG 735,000 1,000,000
104,856,873 91,371,861
Equitabie share
Balance unspent at beginning of year - -
Current-year receipts 103,871,873 89,871,861

Conditions met - transferred o revenue

The Equitable Share is an unconditional grant and is utilised to assist the local

municipalities undertake service delivery,

(103,874,873)

{89.,871,861)
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12. GOVERKMERNT GRANTS AND SUBSIDIES (continued)

Financial management grant

Balance unspent at beginning of year - -

Current-year receipis 250,000 500,000

Conditions met - transferred to revenue {250,000} (500,000)

The purpose of the financial management grant is fo assist municipaiities o implement

financial reforms required by MFMA

MSIG

Current-year receipts 735,000 1,000,000

Conditions met - transferred io revenue {735,000) {1,000,000}

The fund is used to assist the district in building capacity to perform its functions and

stabiiise institutionai and governance systems as required by the Municipal Systems Act of

2000.

Changes in levels of government granis:

Based on the allocations set out in the Division of Revenue Act, (Act No.1 & 2 of 2008), no

significant changes in the level of government grant funding are expected over the

forthcoming two financial years.

13. OTHER INCOME

Telephone deductions - Officiais and Councillors 236,964 198,040

Jazz festival income 414,350 -

Recovery frem Republic Bank 158,089 -

Various deductions - Officials and Councilicrs - 7,540

Other 725,752 196,423

1,535,155 402,003

14. INTEREST RECEIVED

nterest revenue

Uniisted financial assets 10,766,471 8,640,011

Bank 2,467,707 2,145,407

Interest charged on frade and other receivables 225,082 35,890
13,459,260 10,821,308
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15. EMPLOYEE RELATED COSTS
Employee related costs - Salaries and Wages 18,613,559 13,707,967
Employee retated costs - Contributions for UIF, pensions and medica! aids 3,871,744 3,130,101
Travel, mofor car and other allowances 4,403,675 3,451,827
Housing benefits and aflowances 298,336 246,164
Overime payments 86,056 149,072
Annual Bonus 1,807,872 984,758
Performance Bonus 335,432 126,400
Leave pay provision charge 656,128 1,063,993
30,072,802 22,860,282
Remuneration of municipal manager
Annual Remuneration 758,199 657,243
Car Allowance 187,500 180,000
Performance Bonuses 126,652 -
Contributions to UIF, Medical and Pension Funds 1,497 25,556
1,073,848 862,799
Remuneration of chief finance officer
Annuai Remuneraiion 593,045 524,959
Car Allowance 196,728 175,454
Performance Bonuses 105,679 -
Coniributions to UIF, Medical and Pension Funds 1,497 1,473
897,849 701,886
Remuneration of Director: LED
Annual Remuneration 448,736 381,555
Car Allowance 146,389 173,030
Performance Bonuses 103,101 90,060
Contributions to UIF, Medical and Pension Funds 1,191 87,311
699,417 731,956
Remuneration of Director; PMU
Annual Remuneration 390,427 473,260
Car Allowance 124,857 165,257
Performance Bonuses - 56,000
Coniributions to UIF, Medical and Pension Funds 1,123 30.059
516,407 724,576
Rermuneration of Director: Social Development
Annual Remuneration - 103,071
Car Allowance - 41,516
Contributions to UIF, Medical and Pension Funds - 5,624
- 150,211
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15, EMPLOYEE RELATED COSTS {continued)

Remuneration of Director: Corporate Services

Annual Remuneraiion 545412 346,995

Car Allowance 181,758 141,667

Performance Bonuses - -

Contributions to UIF, Medical and Pension Funds 1,956 78,846
729,126 567,608

Remuneration of Director: Health and Safety

Annual Remuneration 612,780 416,171

Car Allowance 187.110 170,000

Performance Bonuses - -

Coniributions to UIF, Medical and Pension Funds 1,956 95,423
801,846 681,594

16. REMUNERATION OF COUNCILLORS

Executive Mayor 545,391 514,039

Mayoral Committee Members 2,013,048 1,806,092

Speaker 419,636 399,726

Councillors 1,425,149 937,351

Councillors’ pension coniribution 36,380 238,665

4,438,604 3,895,873

In-kind benefits

The Executive Mayor, Deputy Executive Mayor, Speaker and Mayoral Committee Members

are full-time. Each is provided with an office and secretariai support at the cost of the

Council.

The Executive Mayor has use of a Council owned vehicie for official duties.

17. ADMINISTRATIVE EXPENDITURE

Administration and management fees 1,506,529 1,511,241

18. DEPRECIATION

Property, plant and equipment 2,543,383 1,884,632

18. FINANCE COSTS

Interest on long term liabilities 4,812,114 5,180,889
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20. CONTRACTED SERVICES

Various Contractors 10,807,561 7,820,858

These payments are contracts which have been entered into during the current and prior

financial year.

Jazz Festival 1,212,076 -

IDP Implementation Monitoring 1,505,264 1,573,868

Municipa! systems improvement programme 727,907 994,512

Vredefort Dome 2,484,796 -

Performance Management systems 810,156 1,850,683

Other 4,067,362 3,401,795
10,807,561 7,820,858

21. GRANTS AND SUBSIDIES PAID

Other subsidies

Mafube Local Municipality 2,212,901 4,361,515

Metsimaholo Local Municipaiity - 6,878,136

Ngwathe Local Municipality 4,581,721 14,680,948

Moghaka Local Municipaiity : - 4,410,625

Disfrict Rural Areas 4,014,060 4,179,349
10,808,682 34,510,573

The Municipality idengifies projects which are funded through grants and subsidies in the
various local municipalities within the District, Projects are identified through the integrated
Development Plan. The operation and controf of items of property, plant and equipment
fundad through these grants and subsidies vests in the local municipalities.
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22. GENERAL EXPENSES
Accounting fees 466,105 299,079
Advertising 448,289 224,699
Auditors remuneration 1,350,756 1,281,017
Bank charges 53,086 45146
Cleaning 31,351 14,020
Consulting and professional fees 950,712 1,287,258
Consumables 175,722 110,139
Debt coflection - 74,370
Donations 2,057,775 1,765,913
Entertainment 1,246,667 755,221
Gifts - 46,897
Hire 2,919,489 2,035,782
Insurance 92,837 369,106
Community development and training 165,563 183,651
iT expenses 947,815 577.817
Fleet 57,274 33,233
Marketing 869,926 770,586
Magazines, books and periodicals 27,300 20,494
Medical expenses 510 -
Fuel and oil 399,266 338,479
Postage and courier 7,365 5,035
Printing and stationery 276,972 149,323
Promotions 4,083,383 5,768,827
Protective clothing 4,850 -
Project maintenance casts 335,084 60,065
Research and development costs 109,584 355,000
Royalties and license fees 5,135 3,773
Security {Guarding of municipal property) 1,175,417 1,329,588
Staff welfare 337,022 258,064
Subscriptions and membership fees 248,738 136,139
Teiephone and fax 521,961 444 445
Training 1,027,842 758,879
Travel - iocal 1,848,993 1,647,724
Tourism development 256,909 347,024
Other expenses 4,606,899 5,034,795
27,206,557 26,531,588
23, CASH GENERATED FROM OPERATIONS
Surplus (deficit) before faxation 28,319,969 (1,371,346}
Adjustments for:
Depreciation 2,543,383 1,884,632
Interest received {13,459,260) (10,821,308)
Finance costs 4,812,114 5,180,889
Other 2,216 -
Pricr period error (66,754} -
Changes in working capital:
Trade and other receivabies {12,775,187) {852,659}
Trade and other payables 7,427,731 11,070,678
VAT 4,079,360 (3,198,713)
20,883,572 1,892,173

24. RETIREMENT BENEFIT INFORMATION

Counciliors and employees belong to two defined benefil retirement funds which are the
Free State Pension Fund and the Councillors Pension Fund. These Funds are subject to
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24. RETIREMENT BENEFIT INFORMATION (continued)

triennial actuarial valuation. The last vaiuation of the Free State Municipal Pension Fund

was performed in June 2002. The Free State Municipal Pension Fund, net assets that are

available for benefits a 30 June 2002 was R 1 169 565.00.

This valuation indicates that the fund is in sound financial position. The estimated liability of

the funds is R 817 138.00 which is adequately financed.

No new information was available at balance sheet date.

No information was available for the Counciflors Pension Fund when the financial

statements were prepared.

25. PRIOR PERIOD ERRORS

The following errors occurred, in relation to the prior financiat year, which necessitated

corrective action in the current year. The errors were corrected retrospectively in terms of

GRAF 3: Accounting Policies, Changes in Accounting Estimates and Errors:

Current portion of iong term iiabiiities:

In the prior year an error occurred while calculating the current portion of the long term

loans with DBSA, The comparative year has been restaied in order to ensure accurate

comparison between the financial years.

The effect on the financial statements is as follows:

Increase in current porticn of leng term loans - 147,505
Decrease in non-current portion of iong ferm loans - (147,505)
VAT incorrectly ciaimed on purchase of vehicles:

During the prior year VAT amounting to R66 754 was incorrectly claimed in respect of the

purchase of vehicles. These vehicles are motor cars as defined in Section 1 of the Value

Added Tax Act no 89 of 1991 and no VAT may be ciaimed on these vehicles in terms of

section 17 of the Act.

The correcticn was made in the current year against accumulated surplus due to system

restraints.

Disclosure of Investment Deposits:

According to the accounting poticy of the Municipality, cash and cash equivalents includes

investments held with registered banking institutions with maturities of three months or less,

During the prior year investments with maturities of three months or less were incorrecily

disciosed as investment deposits instead of cash and cash equivalents. The comparative

year has been restated in order to ensure accuraie comparison between the financial years.

The effect on the financial statements is as follows:

Increase in Cash and Cash Equivalents - 94,603,349

Decrease in investment Depaosits -

(94,603,348)
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28, GOING COMNCERN

The financial statements have been prepared on the basis of accounting policies applicabie
{o a going concern. This basis presumes that funds will be availabie to finance future
operations and that the reaiisation of asseis and settlement of liabilities, contingent
obligations and commitments will occur in the ordinary course of business.

27. EVENTS AFTER THE REPORTING DATE

There were no events after the reporiing dafe.

28. UNAUTHORISED EXPENDITURE

Balance at the beginning of the year 1,017,658

Unautherised expenditure - current year -
Approved/condoned by council {1,017,658)

1,017,658

1,017,658

29. FRUITLESS AND WASTEFUL EXPENDITURE

Onpening balance 54,642
Fruitless and wasteful expenditure - current year 91,013
Approved/condoned by councit (54,642)
Transfer to receivables for recovery -

54,642

91,013

54,642

The expenditure relates to a deposit that was paid for a summit to be held at Stonehenge,
the summit was cancefled by the Department of Economic Affairs and the deposit was non-
refundable. The expenditure will be submitted to Council for consideration.

30. IRREGULAR EXPENDITURE

Opening balance 1,678,367
Add: lrregular Expenditure - current year 1,117,255
Less: Amounis condoned {1,678,367)

1,678,367

1,117,255

1,678,367

The above expenditure were in contravention of the Municipality's Supply Chain
Management Policy. The expenditure will be submitted to Council for consideration.

31. IN-KIND DONATIONS AND ASSISTANCE

No in-kind donations or assistance were received during the year.

32. ADDITIONAL DISCLOSURE IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT
Contributions to organised iocal government

Current year subscription / fee -
Amount paid - current year -

129,675
(129,675)
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32. ADDITIONAL DISCLOSURE IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT (continued)

Audit fees

Current year subscription / fee 1,350,756 1,281,017

Amount paid - current year {1,350,756) (1,281,017)

PAYE and UiF

Opening balance - -

Current year subscription / fee 6,225,548 4,805,279

Amount paid - current year (5,731,259) (4,805,279)
484,289 -

Pension and Medical Aid Deductions

Opening balance - -
Current year subscription / fee 3,742,547 3,025,520

Amount paid - current year (3,742,547} {3,025,520)
VAT
VAT receivable 1,220,392 5,299,752

Al VAT refurns have been submitted by the due date througheout the year.
33, ACTUAL OPERATING EXPENDITURE VERSUS BUDGETED OFERATING EXPENDITURE

Refer to Appendix E(1) for the comparison of actual operating expenditure versus budgeted
expenditure.

34. ACTUAL CAPRITAL EXPENDITURE VERSUS BUDGETED CAPITAL EXPENDITURE

Refer to Appendix E{2) for the comparison of actuai capital expenditure versus budgeted
expenditure.
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25, DETAILS OF THE EXEMPTION IN TERMS OF GENERAL NOTICE 552 OF 2007

GRAF 3
Accounting policies, changes in accounting estimates and errors,

ldentification and impact of GRAP standards that have been issued but are not yet effective
and changes to accounting policies {paragraphs 14,19 and 30 - 31)

GAMAP 17
Property, plant and equipment

Review of useful life of items of PPE recognized in the annual financial statements
(paragraphs 59 - 61, and 77)

Review of depreciation method applied o PPE recognized in the annual financial
statements {paragraphs 62 and 77)

Impairment of non-cash-generating assets (paragraphs 64 - 69 and 75{e)(v) - (vi)
Impairment of cash-generating assets {paragraphs 63 and {e)(v) - {vi)

IAS 36 (AC 128)
Impairment of assets

Entire standard

GAMAP 12
inventories

The entire standard as far as it relates to immovable capital assets inveniory that is
accounted for in terms of GAMAP 17

The entire standard fo the extent that it relates to water stock that was not purchased by the
municipality

IAS 40 (AC 135}
Investment property

The entire standard 1o the extent that the propenrty is accounted for in terms of GAMAP 17
Disclosure of the fair value of investment property if the cost modei Is applied and where the
municipality has recognised the investment property in terms of this standard {paragraphs

79{e)(i} - (i)

IAS 17 (AC 105)
Leases

Recognising operating lease payments / receipts on a straight - line basis if the amounts
are recognised on the basis of the cash flows in the lease agreement. (SAICA circutar
12/06 paragraph 8 - 11 and paragraphs 33, 34, 50, 51 of IAS 17/ AS 105}

IAS 28 (AC 129)
Intangible asseis

The entire standard except for the recognition, measurement and disciosure of computer
software and website costs (SIC32/AC 432) and ali other costs are expensed.

IAS 19 (AC 116)
Employee benefits

Defined benefit accounting as far as it relates to defined benefit plans accounted for as
dafined contribution plans and the defined benefit obligation disclosed by narrative
information. {paragraphs 29,48-119, 120A{c) - (q}
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35. DETAILS OF THE EXEMPTION IN TERMS OF GENERAL NOTICE 552 OF 2007 {continued)

GAMAP 9
Revenue

Initial measurement of fair value discounting all future receipts using an impuied rate of
interest. (SAICA circular 09/06 and paragraph 12)

IAS 39 {AC 133)
Financial instruments: Recognition and measurement

initially measuring financial assets and financial liabilities at fair value. (SAICA circular
09/08, paragraph 43, AG 79, AG 64 and AG 65 of IAS 38/ AC 133

IFRS 5 {AC 142)
Non-current assets held for sale and discontinued operations

Classification, measurement and disclosure of non-current assets he!d for sale {paragraphs
6-14, 15 - 29 )in so far as it relates to non-current assets held for sale), 38 - 42)

IFRS 7 (AC144)
Financial instruments: Disciosures

Entire standard to be replaced by IAS 32 (AC125) issued August 2006 and effective for
financial statements covering periods beginning on or affer 1 January 1998

1AS 14 (AC 115)
Segment reporting

Entire Standard

IFRS 8 (AC 145}
Operating segments

Entire Siandard

IAS 11 (AC 109)
Construction contracis

Entire Standard

IFRS 3 (AC 140)
Business combinations

Entire Standard

1AS 20 (AC 134)
Accounting for government grants and disclosure of government assistance

Entire standard excluding paragraph 24 and 26, replaced by paragraph 08 of GAMAP 12,
paragraph 25 of GAMAP 17 and paragraphs 42 - 46 of GAMAP 9
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36. CONTINGENT LIABILITIES

During 1998 Council offerred certain employees the option to retire before the age of 50,
During the current year the Deputy Manager: Project Management exercised his option in
terms of his employment contract with Council. At year end the matter has not been
finaiised resoiution had not been impiemented due to budgetary constraints. The total
estimated cost to Council amounts to R3 428 639

Council has approved the payment of the package subject to the availabiiity of funds. At the
time the agreement was entered into, the intention was fo fund the package from RSC
levies. Currently no RSC levies are received by the Municipality and therefore management
is under the impression that funds will not be availabie to pay the severence package.

As the payment of the package is dependant on the availability of funds, no liability is
recegnised.
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FEZILE DABI DISTRICT MUNICIPALITY
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009

Supplementary information

Appendix D: Segmental Statement of Financial Performance
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The supplementary information presented does not form part of the financial statemenis and is unaudited



FEZILE DABI DISTRICT MUNICIPALITY

APPERDIX D

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 30 JUNE 2009

2008 2008 2008 2009 2009 2009
REVENUE  EXPENSES Surplus/ REVENUE  EXPENSES Surplus/
{Deficit) ({Deficit)
R R R R R R
- 21587301 {21587 301) Executive & Council . 21 036 403 {21 036 403)
- 8197 132 {8 197 132) Corporate Supperl Services - 10 808 646 ({10 808 646}
8 418 941 {8 418 941} Municipal Manager - 14 392 048 {14 392 048)
- 6 104 642 (6 104 642) Finance - 7 039 852 {7 039 852)
- 3751079 {3 751 079) PIMMS - 29 340 (29 340)
- 2 036 952 {2 (036 952) Information Technology - 3224 378 {3 224 378}
- 38728643 {38728643) PMU - 14 149 467 (14149 4867}
7116943 (7 119 943) Environmenial Heaith - 9 080 650 {9 090 650)
- 2 176 156 (2176 156) Disaster Management - 3099 818 {3099 818}
- 6 571286 {6 571 286) LED - 9 738 621 {9 738 621)
103 320 730 - 403320730 income 449935 305 - 118935 305
103320730 104 692 076 (1371 346) TOTAL 119 935 305 92 609 223 27 326 082

The municipality has restated Appendix C to reflect errors noted in terms of GRAP 3: Accounting Policies, Changes in
Accounting Estimates and Errors.
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FEZILE DABI DISTRICT MUNICIPALITY
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009

Supplementary Information

Appendix E(1). Actual versus Budget (Revenue and Expenditure)
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The supplementary information presented dees not form part of the financial statements and is unaudited
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FEZILE DABI DISTRICT MUNICIPALITY
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009

Supplementary Information

Appendix E(2): Actual versus Budget (Acquisition of Property, Piant and Equipment}
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The suppiementary information presented does not form part of the financial statements and is unaudited
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FEZILE DABI DISTRICT MUNICIPALITY
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009

Supplementary Information

Appendix F: Disciosure of Grants and subsidies in terms of the Municipal Finance Management Act
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The supplementary information presented does not form part of the financial statements and is unaudited
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