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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financig) Statements for the yeer ended 30 June 2017
Accounting Officer's Responsibilities and Approval

The accounting officer Is required by the Municipal Finance Management Act {Act 56 of 2003), 1o maintein adequate
BECouNnting records and e responsible for the content and integrity of the consolidated financial statements and related financiat
Infermation inciuded in this report. It is the responsibility of the accounting officer io ensure that the consolidated financiai
statements fairy present the statfe of affairs of the municipality as st tha end of the financial vear and the reeults of ity
operations and cash fiows for the perfod then ended. The external audiors are engaged 1o express an independent opinion on
the consolidated financial ststements and was given unrestricted access {o all financlal reconds and releted data,

The consalidated financis siatements have been prepared in accaordance with Stendards of Generally Recognised Accounting
Practice (GRAP) including any interpretations, guidelines and directives lasued by the Accounting Standards Board,

The consolidated financial statements ars based upon appropriate accounting policias consistently applied and supported by
reasonable and prudent judgements and estimates,

defined framework, effective sccounting procedures and adequate ssgregation of duties to ensure an acceplable level of risk,
These controls are monftored throughout the economic entily and &l employees are required to maintain tha highest ethical
standards in ensuring the economic enti 's business is conducted in a manner that in afl reasonable circumstances is above
teproach. The focus of rigk Mmanagement in the economie entity is on identifying, as5668ing, managing end monitoring all
known forme of risk across the econotnic entity. While operating risk cannot be fully eliminated, the economic entity
endeavours 1o minimise it by ensuring that appropriate infrastructure, controls, systems and ethical behavipuy are applied and

The acoounting officer is of the opinion, besed on the information and explenations given by management, that the system of
internal control provides reasonable assurance that the financial records may be reliad on for the preparation of the
consolidaied financial statements, However, any systom of Internal financial control can provide only reazonable, and not
absolute, assurance against material misstatement or deficit,

The accounting cificer hes reviewed the aconomic entity's cash flow forecast for the year ta 30 June 2018 and, in the lighi of
this review and the current finzncial position, he is satisfied that the economic entily hes or has access tp adetuate resources
te continue in operational existence for the foreseeable future.

Although the accounting officer is primarily responsibie for the finencial afairs of the municipality, he is supporied by the
economic entity's audit committes,

The audit commitee s responsible for Independently reviewing and reporting on the ecanomic entity's coneolidaled fnancial
statemnents.

The consolidated financial slatements se¢ out on pages 4 to 80, which have been prepared on the going concemn besis, were
tabled to the councll by accounting officer on 31 August 2017 and were signed on its behalf by:

- |

Z H Sikhundia
Accounting Officer

AUDITOR - GENERA]
SOUTH AFRIGa
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ALFRED NZO DISTRICT MUNICIPALITY
Consolidated Financial Statements for the year ended 30 June 2017

Accounting Officer's Report

The astcounting cfficer submits his report for the year ended 30 June 2017.

1. Review of acfivities

Main business and opgrations

The econemic entity is engaged in and pperates principally in the Nzo District of South Africa

The pperating results and state of affairs of the municipallty are fully sef out in the attached sonsolidated financial
statements and do not in our opinicn require any further comment.

Net surplus of the economic entity was R 328,744,732 (2016); surplus R 378,418,028),

2. Going concarn

The consclidated financial stataments have been prepared on the basis of aceaunting policies applicable to a going concem.
This basis presumes that funds will be avallable to finance future operations and that the realisation of assets and settlement of
liabilities, contingent obligations and commitments will aseur in the ordinary course of business,

3. Subsequent events Ls

The accounting officer is not aware of any matter or circumstance arising since the end of the financial year.

4, Corporate governance

General

The Accounting Officer is committed to businese integrity, transparency and professionalism in all its activities. As part of this
commitmant, the Accounting Officer supports tha highsst standands of corporate govemance and the ongoing development of
best practice.
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Statements for the year ended 30 June 2017
Statement of Financial Position as at 30 June 2017

Econamic entity Conirolling entity
Flgures in Rand Note(s) 2017 2016 2017 2016
Restated* Restated*
Asscts
Current Assets
inventories 11 B,139,024 5,648 780 R, 136,021 5,548,780
Receivables from exchange transactions 12 23,227,094 17,113,282 22,148,771 17,010,108
Racelvables from non-exchange transactions 13 1,053,251 1,078,737 1,053,261 1,078,737
VAT recelvable 14 13,702,883 1,853,828 20,369,239 6,308,225
Cash and cash equivalenis 15 10,519,113 37,282,871 9,803,610 36,360,344
§6,642,272 62,977,198 61,602,892 66,313,199
Non-Curent Assets
Property, plant and equipment 3 3,174,831,213 2,812,348,714 3,172,828,185 2,810,017,076
intangible assets 4 3,669,217 3,850,878 3,587 887 3,490,014
Heritage assets 5 131,100 131,100 131,100 131,100
Investmentis in confrolied entities 6 . - 100 100
Long Temm Recelvables 7 244 496 177,002 244,496 177,002
Invesimants B 68,615,158 38,071,818 6,815,150 38,071,818
3,185.491,185 2,854,380,310 3,183,416,807 2,851,896,10%
Non-Current Assets 3,185481,185 2,854,380,310 3,183,416,807 2,851,896,100
Cunrent Assets 56642272 62977198 61,603,802 66,313,198
Total Assets 3,242,133,457 2,917,3567,508 3,245,020,459 2,918.200,308
Liabliltles
Current Liabilities
Finance lease obligation 16 8,205,675 10,485,535 8,205,675 10,465,535
Operating lease liability g 121,896 45,761 121,666 45,761
Payables from exchange transactions 21 170,803,976 156,728,317 165,850014 148,742,743
Unspent conditional grants and receipts 17 405,121 7,964,262 405,121 7,888,762
Provisions 18 1,097,790 1,389,406 1,097,790 1,389,405
Current Portion of Long Tenm Loan 19 892 645 830,564 802 845 839,584
Payablss from Non Exchange Transactions 20 378,458 954,688 376,458 954,688
Bank overdraft 16 - 28,308 - -
182,093,361 178,413,840 177,059,298 171,336,458
Non-Current Liabilities
Finance lease obligation 16 - B,193,256 - 8,193,266
Pravisions 18 6,086,482 5,895,707 6,086,462 5,805,707
lL.ong Term Loan 18 7.408,437 8,070,300 7.408,437 8,070,300
13,484,899 22,15%,263 13,494,899 22,169,263
Non-Current Liabilities 13,4D4 828 22,168,263 13,404 800 22 159,283
Current Liabilities 162,003,361 178413.840 177,050,288 171,336,458
Total Liabilities 195,588,280 200,573,103 190,554,198 193,495,721
Assets 3,242,133,457 2,917,357,508 3,245,020,489 2,918,200,306
Liabilities (165,588,260) (200,573,103) (190,554,198) (193,485 721)
Not Aswets 3,046,545,197 2,716,T84,405 3,054,466,301 2,7
Reserves RAL
Government Grant Reserve - 1,517,984, E 517,942,020
Accumulated surplus 3,048,545,187 1 A0 9 dﬁgiﬁ‘r 08,771,858
Total Net Asssts 3,046,645,107 2,116, ?84. 4,466,30 44.124.713.55‘7
3
* See Note 47 1
6 \ /j&
1
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Statements for the year ended 30 June 2017
Statement of Financial Performance for the period ended 30 June 2017

Economic entity Controlling entity
Figures In Rand Note(s) 2017 2016 2017 2016
Restated* Restated*
Revenue
Revenue from exchange transactions
Service chargas 24 14,745,847 25,166,337 14,745,847 25,168,337
Rental of faciliies and equipment 25 432,687 233,081 A33 587 233,981
Agency services 26,323 18,915 26,323 19,915
Other income 26 2,253,299 4,261,883 2011278 4,243,442
Interest raceived 27 17,977,882 10,207,910  17.847.268 10,154,811
Total revenue from exchange transactions 35437,038 39,892,008 35224403 39,820,486
Revenue from non-exchange fransactions
Transfer revanue
Government grants and subsidies 29_ 959,404,332 904,183,357 957.611,832 903,403,357
Public contributions and donations 0 - 1,430,028 - 1,430,028
Total revenue from non-sxchange trangactions ‘ 959.404,.332 905,593,385 957,611,832 904,833,385
35437038 39,882,006 35224403 39,820,486
050,404,332 905,583,386 057,611,832 004,833,385
Total revenue 23 994,841,370 945485,391 992,836,235 544,653 871
Expenditure
Employee related costs 3 (230,756,149) (206,000,064} (222,606,780) (198,053,860)
Remuneration of councillors az (8,804,767 {(B667645) (B8D4,757) (B,6B7.84%)
Litigation expanditure 33 (2.817,114) (14,839,908) (2,817,114} (14,830,508)
Project Expenses (4,682,046) (4.482,889) = .
Depreciation and amortisation M (66,384,182) {50,228,536) (65,836,335) (58,805,337)
Finance costs 3% {2,520,148) (6,585,350) (2,51B,719)  (6,425,807)
Lease rentals on operating lease {2,840,363) {301,674) (2,794,513) (232,310)
Debt Impaiment 36 {6,087,202) (22,154,131) (6,032,348) (22,128,617)
Repairs and maintenance (87,982,282} (44,707,927) (67,892,282) (44,526,887)
Buk purchases 7 {8,447,742) (5037.621) (6447,742) (5,037,621)
Contracted servicas 38 (47,530,932) (31,084,858} (47,530,932) (31,084,858)
Transfers and Subsidles 28 (76,669,478) (24,571,714) (93,197,408) (43,918,404)
General Expenses 39 {140,676,311) {135,082,084) (135,577,790) (120,081,125}
Total expanditure {664,208,797) (562,755,401) (662.156,728) (553,805479)
Total revenue 894 841,370 9454853081 002 838,235 0448663871
Total expenditure (664,208,797) (b62,755,401) (B62,156,728) (553,805,479)
Operating surplus 330,632,573 382,729,990 330,675,607 390,848,392
Gain / ( Loss) on digposa] of assets - (4,408,008) - {4,408,089)
Actuarial gains/lnsses 18 184,738 67,314 184,738 67,314
Loss on disposal {1,072 579) 28,823 (1,111,536} -
(887,841) (4,311,982) (926,798) (4,340,785}
Operating surplus/deficit (887,841)  (4,311,962) {926,798) (4,340, 785}
Surplus before taxation 320,744,732 378,418,028 329,752,709 386 591.
Taxation - -
Surplus for the year 320,744, 732 378.418,028 329 76 7,607
- - AN
UU‘{%? FF
P« pRSats
V¥ ™
* See Note 47 \ A
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ALFRED NZO DISTRICT MURICIPALITY
Consolidated Financial Statemerts for the year ended 30 June 2017

Statement of Changes in Net Assets for the period ended 30 June 2017

Government  Accumulated Total net

Figures in Rand grant reserve surplus assets
Economic entlty
Balance at 01 July 2015 4,517,942,029 §35,479,091 2,363,421,120
Changes in net assets
Prior Parlod Error - (15,054,743) (15,054,743)
Net income (losses) recognised direcily in net assets - (15,054,743) (15,054,743)
Surplus for the year - 378,418,028 278,418,028
Total recognised income and expenses for the year - 363,363,285 363,363,286

- 363,383,285 363,383,285

Tetal changes

Rastated* Balance at 01 July 2016
Changes in net assats

. Transfar of Governmant reserve

1,517,942,025 1,196.842,3756 2,716,764,404

{1,617,842,028) 1,517,842,029

Net income (losses) recognised directly in net assats

{1,517,942,028) 1,517,842 025

320,744,732

Surplue for the year 3 - 320,744,732

Total recognised Income and axpensas for the year 11,517,842 028) 1,847 686,761 328,744,732
Total changes {(1,517,942,029) 1,847 686,761 320,744,732
Balance at 30 June 2017 - 3,046,529,136 3,046,628,136
Note(s)

Controlling entity

Cpening balance es previously reported
Balance at 01 July 2015 as restated”
Changes in net assetls

1,517,842,029 835,318,684 2,353,280,723
1,517,942,020 835,318,694 2,353,260,723

Prior petiod error < {15,054,743) (15,054,743)
Net income (losses) recognised directly in net assets - {15,0654,743) (15,054,743}
Surplus for the year - 386,507,607 388,507,807
Total racognised Income and expenses for the year - 371462864 371,452,864
- 371452864 371,452,864

Total changes

Rastated* Balance at 01 July 2016
Changes in net assets
Trangfer of Govarmment Resarve

1,517,942,028 1,206,771,563 2,724,713,592

11,617,842,020} 1,617,942,029

Net Income (losses) recognised directly in net assets

{1,517,942,029) 1,517,942,028

Surplus for the year - 328,752,700 329,752,708
Total recognised income and expenses for the year (1,517.942,029) 1,847,604,738 320,752,700
Total changes {1,517,942,029) 1,847 694,738 329,752,708
Balance at 30 June 2017 = 3,064,486,301 3,054,466,301
Nete(s)
e R T pET 2
R e
¢: OO ﬂ‘
\ ¢ N
| 34 OF
*See Note 47 i
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ALFRED NZO DISTRICT MUNICIPALITY

Consdlidated Financial Statements for the year ended 30 June 2017
Cash Flow Statement for the period ended 30 June 2017

Economit entity Controlling entity
Figures in Rand MNote(s) 2017 2016 2017 2016
Reetated*” Restated”

Cash flows from operating actlvities
Receipts .
Deonations Received 1,430,028 - 1.430,028
Service Charges 13,314,614 13,638,208 13,314,514 13636208
Other Recaipts 2,738,695 4,530,774 2,656,674 4.530,774
Interest Income B,238,308 10,207,910 B,107.681 10,154,811
Government Grants and Services 951,610,681 906,342,051 950,118,181 905582 051

976,202,205 936,147,061 974,197,070 935,333,862
Payments
Emplayes costs {222 787,657} (206,000,064) (214,618,168) (188,063,880)
Suppliers (350,678,694} .(275,372,814) (355,808,860) (281,248,151)
Remuneration to Councillors 42 (8,804,767} (B,687,646) (B,804,757) (B,687,845)
Finance Costs (2,520,148) (6,585,350) (2,518,719)  (6,426,807)
Other payments (147,060)  (1,253,322) (813,310}  (1,448,274)

(584,918,125) (497,800,105) (582,753,844) (485,864,737)
Total receipts 978,202,205 836,147,061 874,197,070 935,333,062
Total paymsnts (584,918,125) (497 Bo8,105) (582,753 844) (485,884,737)
Net cash flows from operating activities 4 391,283,080 438,247,886 391,443,226 438,469,225
Cash flows from Investing activities
Purchaze of moveable and immovable assets 3 {440,083,441) (515516,376) (43D 032,426) (515,363,667)
Proceeds from sale of property, plant erd equipment 3 1,602,058 {2,452,973) 1,551,211 (2,618,012)
Purchase of other intangible assets 4 - {278,011) - (253,437T)
Decreasa in Investments 31,624153 51,132,010 31,624,153 51,132,010

Net cash flows from investing activities

(406,956,332) (467,116,350) (406,857,062) (467,003,306)

Cash flows from financing activities

Movement in long term lean (608,782} (541,961) {608,782) {541,851)
Net finance lease liability {repaid) (10,453,116)  (9,376,833) (10,453,118) (9,376,833
Net cash flows from financing activities {11,061,888} (9,91%,784) {11,061,898) (9,918,784}
Net increase/(decreass} In cash and cash (26,736,150) (38,767,268) (26,475,734} (37.452,885)
equivalents

Cash and cash equivalents at the beginning of the year 87,264,283 76,041,531 36,368,344 73,822,208

Caeh and cash equivalents at the end of the year 15 10,619,113 37,284,263 9,893,610 36,369,344

AUDITOR - GENERAL |
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ALFRED NZO DISTRICT MUNICIPALITY
Consolidated Financial Statements for the year ended 30 June 2017

Statement of Comparison of Budget and Actual Amounts

Budget on Accrual Basis

Approved Adiustments Final Budget Actusl amounte Diffarence Reference
budget en compsgrabla between final
basis budget and

Figures In Rand achual

Economic entity

Statement of Financlal Performance

Revenus

Revenue from exchange

transaciions

Service charges 28,500,000  (0,027,380) 19,481,640  14,745047  (4,735,693)

Rental of faciliies and equipment 326,820 {168,825) 131,086 433,687 302,492

Agency services E . - 26,323 26,323
... Other income - (rollup} 1,008,200,000 (937,420,284) 71,779,738 2,265,200  {69,628,437)
& Interest received - investment 8,402,000 (277.000) 8125000 17977882 9,852,882

Total revenue from exchange 1,046,440,920 (946,923,449} 99.5617471 35,437,038 (64,080,433}

transactions

Revenue from nen-exchange

transactions

Transfer revenue

Government grants & subsidies 1,175,408,861 {12,576,8681)1,162,833,000 575,032,256 (186,900,741}

‘Total revenue from exchange  1,046,440,920 (846.923449) 99517471 35437038 (64,080.433)

fransactions’

Total revenue from non- 1,176/408,961  (12,676,961)1,162,833,000 975,032,259 (186,800,741)

exchahge transactions’

Total revenue 2,221,850,881 (959,500,410)1,262,350,47% 1,011,365,297 (250,981,174}

Expanditurs

Personnel (221,841,586)  (9,477,428) (231,319,094) (230,756,149) 562,866

Remuneration of counciliors {9,293,963) (46,314)  (9,340,277)  (8,804,757) 636,620

Litigation expenses . . - (2817114} (2,817,114)

Project costs . . - {4882,048) (4,682,045)

Depreciation and amortisation (55,10D,000) - {(85/100,000) (56,384,182} (11,284,182)

Impaimment foss/ Reversal of . . - (54,944) (54,944)

impairments

Finance costs (36,269,175) 35,408,928 (960,246) (2,620,148) (1,559,902)

Leass rentals on operating lease  (2,795,000) - {2,795,000) (2,B840,363) {46,363}

Debt Impairment {20,000,000) - {20,000,000) {8,032,348) 13,887,652

Repalre and maintenance {41,331,801)  (5,500,000) (46,831,901) (67,992,282) (21,160,381)

Bulk purchases 4,500,000y  (2,000,000) (6,500,000) (6 447,742) §2,268

Coniracted Services (47,531,000) - (47,531,000) (47530932) 68

Transfers end Subsidies (83,198,000) - {93,198,000) (83,187,406} 694

General Expenses {164,977,388) 3,734,951 (1581,242,447) (140,876,311) 10,668,136

Total expendifure {666,938,023) 22,120,138 (664,617,885} (680,736,724) (15,816,839) N

2,221.860,881 (959,500,410) 1.262,350471 1,011,360,207 (260,881,17

N (686,938,023) 22,120,138 (864,817,886) (680,736,724) (1
Operating surplus 1,534, 912,858 (837,380 2?2) 547,632,606 330.332,6,13:' b2y
Actuarial gainsflosses - se Bt T,
Loss on non-current assels held - - dvz 8) 1,072,578 'LW
for sale or disposal groups s O
' - - - (Baz,m) (887,841)
L)
l‘. =
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Statements for tha year ended 30 June 2017
Statement of Comparison of Budget and Actual Amounts

Budget on Accrual Basis

Approved  Adjusiments  Final Budget Actual amounts Diffsrence

on comparable betwesn final
basis budget and
actual

Reference

(837,380,272 647,632,686

{937.380,272) 697,532,586
(937,380,272) 507,632,586

330,632,673 (266,800,013)

(887,841%) (887,841)
329,744,732 (267.787,854)
329,744,732 (267,787,854)

-

(837.380,272) 597,632,566

329,744,732 (267,787,854)

budget

Figures in Rand

1,534,912,858
Surplus before taxation 1.634.912,858
Deficit before taxation 1,534,912,858
Taxgtion 1
Actual Amount on Comparable 1,634,912,868
Basis as Presented in the
Budget and Actual
Comparative Statement
Reconclilation

AUDITOR -
SOUTH AFTTINA

11 DEC 2017
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ALFRED NZO DISTRICT MUNICIPALITY )
Coneclidated Financial Statementz for the year ended 30 June 2017

Statement of Comparison of Budget and Actual Amounts
Budget on Accrual Basis

Approved  Adjustments  Final Budget Actual amounts Differencs Referenca

budget on comparable between final
basis burget and
Figures in Rend actual

: F - (926,798) {826,798}
1,461,383,807 (880,478,311) 571,915,586 330,670,507 (241,236,079)

. {926, 7u8) {528,785}
Surplus before Capex 1,461,393,887 (889.478,311) 571,915,586 220,752,705 (242,162,877}
Deficit before taxation 1,461,393,807 (B8O,478,311) 571,915,686 1329752700 (242,162,877)
Surplus - . -
Surplus for the year from 1.461,383,897 (889,478,311} 571,915,686 329,752,708 (242,162,877)
eontiuning oparations
Capex {1,461,303,752) 889,478,167 (§71,915,585) - 671,915,586
Surplus for the year from 145 (144) 1 329,752,709 320,762,708

contiuning operations

@) There was a deta cleansifg exerclse which in nature reduced the totel debt therby reducing the provision
b} The differance ie caused by the correction of prior year where projects were not capitalised whilst completed. It was )
impossible fo predict the expenditure at budgst adjustment stage

c) Variance caused by the interest on the finance leage for the lessing of trucks which was budgeted under general expenses
and disclosed separaiely as required.

d} Other projects were not implemented due te financlal constraints

&) Tha major cause of of the increase in maintenance Is the delapidafted infrustructure which causeshigh maintanance of valves
and pipas

f) Interest earmed on Investments is R&M and the rest is as a result of debtors discounting which essentially ls anon cash item
g} Other incoma included an emount of R&1m that was categorised &3 reserves which wera backad by noh- cash items viz-
depreciation and provision for bad dabt.

h) The facilitles were hired mora than expecied as budget was based on previous projections.

i) The municipality engaged on data cleansing exercise and as a result billing was reduced

J) The variance was caused by schedula 6B grant wherein the municipality receives a portion not the full gazatted amount.

i ALIDITOR - GENERAL
g SoIITH AFFUCA
g + | DEC 707
] Py
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Statements for the year ended 30 June 2017

Statement of Comparison of Budget and Actual Amounts
Budget on Accrugl Basis

Approved  Adjustments Final Budget Actual amounts Diference Reference

budget on comparable betwssn final
basis budget and

Figures in Rand actual
Controlling entity
Statement of Financial Performance
Revenua
Revenus from exchange
transaetions
Sanvice charges 28,503,000  (9,027,350) 19.481,840 14745047  (4,735,693) i
Rental of facilities and equipment 329,020 {198,825} 131,095 433,587 302,492 h
Agency services . - - 26,323 26,323
Other Income 1,001,770000 (937,777,284) 63,992,736 2171278  (61,821,488) g
Interest receivad - investment 8,000,000 - 8,000,000 17 347,268 8,847,268 f
Total revenue (excluding 1,038,606,920 (947.003,449) 91,605,471 35,224,403  (56,381,088)
capital transfers and
contributions)
Revenus from non-exchange
transactions
Transfer revenue
Govemment grants & subsidies  1,104.428,000 35,405,000 1,136,833,000 ps7.811 832 (182,221,168) i
Publi¢ contributions and - - - v
donations
Total revenue from non- 1,104,428,000 35,405,000 1,139,833,000 957,811,332 (182,221,168}
exchange transactions
Total revenue from exchange  1,038,608,820 (947,003,445) 91,805,471 35204403 (56,381 188}
fransactions’
Total revenue from non- 1,104,428,000  35405,000 1,139,833,000 957611,832 (182,221,168)
exchange transactions’
Total revenue 2,143,036,820 (911,558,449)1,231,438,471 992,836,235 (238,602,236}
Expsnditure
Employee Cost (213,786,586) (9.477,428) (223,244,014) (222,606,790) 637,224
Remuneration of councillors {§,293,053) (46,314) (8,340,277)  (8,804,757) 635,520
Litigaton expenditure {2,880,000} . (2,880,000)  (2,817,114) 62,888
Depreciation and amortisation {55,000,000) - (56,000,000) (85,836,335) (10,836,338) b
Finance costs (36,369,175) 35,408,920 (960,248) (2518718) (1.668.473) c
Lease rentals on operating lease  (2,705,000) - (&795000) (2704 513) 487
Debt Impairment (20,000,000) - (20,000,000) (3032,348) 13,967,652 P
Repairs and maintenance {41,331,801) (5,500,000) (46,631,901) (67,992,282} (21,160,381) a
Bulk purchases (4.500,000) (2,000,000)  (6,600,000) (5 447,742) 52,258 -
Contracted Services {47.631.000) - {47,831,000) (47,530,932) ﬁa/;”\’
Transfers and Subsidias {©3,198,000} (83,198,000) (03,197,406) 94,

General Expenses (154,877,398) 3,734, 951 151,242,447) (135,577 790) 7
Tofal sxpenditure (881,643,023) 22,120,138 (655,522,885) (6€E2, 166,72

2,143,036,020 ({911,698,449) 1,231,436 471 smg"g\ S5 i23 "
(681,643,023} 22,120,138 (859,522,885) (663, 1567285 '@, 53
Operating surplus / (deficit) 1,461,393,8387 (888,475 311) 571,915,686 330678, 507 (24 3
Actuarigl pains/losses - - 84 133 /,p-"
Loss on non-current assets held - x = {11 1‘\536) (1,111,636) -
for sale or disposeal groups y P
3 s
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financizal Staternents for the year ended 30 June 2017

1. Presentation of Consolidated Flnancial Statemants

The consolidated financial statements have been prepared in accordance with the Standands of Generally Recognised
Accounting Practice (GRAP), issued by the Accounting Standards Board In aceardance with Section 1 22(3) of the Municipal
Finance Management Act {Act 58 of 2003),

These consolideted financial statements have been prepared on an accrual basis of accounting end are in accerdance with
histonical cost convention as the basis of measurement, uniess specified otherwise. They are presented in South Africen Rand.

A summary of the significant accounting policies, which have been consistently applied in the preparafion of thase consolldated
finencial statements, are disclosed balow.

1.1 Golng concern assumption

These consolidated financial statements have been prepared based on the expectation that the economic entity will
continue to cperate as 2 geing concem for at feast the next 42 months.

1.2 Property, plant and equipment

Property, plant and equipment are Iangibie non-current assets (including Infrastructure assets) that are held for use In the
production or supply of goods or services, rantel to others, or for sdministrative purposes, and are expected to be used during
more than one period. v

The cost of an item of property, plant and equipment is recognised as an asset when:
. it is probable that future economic bansfits or service potential associated with the itern will flow fo the economic

antity; and
*  the cost of the itam can be measured reliably.

Property, plant and eguipment is iitially measured at cost.

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

Whers an agset Is acquired through a non-exchange transaction, its cost is its fair value as st date of acquisition.

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

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

Costs include costs ineurred initially to acquire or construct an item of properly, plant and equipment and costs incumed
subsequently to add to, replace part of, or services it. i e replacement cost is recognissd in the carrying amount of an item of
property, plant and equipment, the carrying amount of the repiaced part is derecognised.

The initial estimate of the costs of dismantiing and removing the tem and restoring the site on which it is located Is also
included in the cost of proparly, plant and equipment, where the entity is obligated to incur such expenditurs, and whare the
obligation arises as a result of acquiring the assst or using it for purposes other than the production of invenories.

Recognition of costs in the carrying amount of an ilem of property, plant and equipment censas when the itam ia in the locsation
and oondition necessary for it to be capable of operating in the manner intended by management.

Items such as spars parts, standby equipment end servicing equipment are recognised when they mest the definition of
property, plant and equipment.

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

’

Property, plant and aquipment is camied at cost less mecumulated depreciation and any impai lﬁe )
p c.O;‘—“
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ALFRED NZO DISTRICT MUNICIPALITY
Consolidated Financlal Statements for the year ended 30 June 2017

Accounting Policies

1.2 Property, plant and equipment (continued)

Propsriy, plant and equipment is carried at revalued amount, being the fair value st the date of revaluation [ess any subsequent
accumulated depreciation and subsequent accumutated impairment losses.

Revaluations are made with sufficient regularity such that the carrying amount doas not differ materially fram that which would
be determined using fair vafue at the end of the reporfing period.

Whaen an e of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaiuation is
restated proporfionately with the changa in the gross carrying amount of the assst 5o that the camying amount of the asset after
revaluation equels its revalued amount.

When an item of property, plant and equipment is ravaluad, any accumulated depreciation at the date of the revaluation is
eliminated against the gross carrying amount of the asset and the net amount restated to the revalued amount of the asset.

Any increase In ah asset's carrylng emount, as a result of a revaluation, is credited directly to a revaluation surplus. The
increase is resognised in surplus or deficit to the extant thet it raverses a revaluation decrease of the same asset previously
recognised in surplus or deficit.

Any decrease in an asaet's carrying srount, ae g result of a revaluation, is recognised in surplus or deficit in the current period.
The decrease is deblted directly to a revaluation stitpius to the extent of any credlt balance sxisting in the revaluation surplus in
respect of that asset.

The revaluation surplus in equity related to & specific item of property, plant and equipment is transferred directly to retained
eamnings when the asset is derecognised.

The revaluafion surplus in equity related to a specific item of property, plant and eguipment Is traneferred directiy o ratained
earnings as the asset is used. The amount transferred is equal to the difference befween daepreciation based on the revalued
carrying amount and depraciation based on the original cost of the asset.

Praperiy, plant end equipment are depreciated on the straight line basiz over their expecied useful lives to their estimated
residual value.

Property, plant and equipmaent is caried at cost less accumulated depreciafion and any impeirment losses.

Property, plant and aquipment is carried at ravalued amount, being the fair value at the date of revaluation lese any subsequent
accurmnulated depreciation and subsequent accumulated impaiment losses. Revaluations are made with sufficient regularity
such that the camying amount does not differ materially from that which would be determined using fair value at the end of the

reporting period.

Ay increase in an esset's carrying amount, &8 @ result of a revalusfion, is credited dirscily to a revaluation surplus. The
increase is recognised in surplus cor deficit fo tha extent that it reverses a revaluation decrease of ths same assat previcusly
recognised in surplus or deficit

Any decreate in an agset's camrying amount, s & result of & revaluation, is recognieed In surplus or defigit in the current period.
The clecreass is debiled in revaluation surplus to the extent of any credit balance existing in the ravaluation surplus in respact
of that asset,

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

tem Depreclation method Average useful life
Buildings Straight line 20-40
Plant and Equipment Straight line 2-15
Fum:tl:fle I.‘an!c‘Ia Fittings giraigll:t :ine 210
otor ehicles traight line 4-10
Straight line 210
Straight line 285
Stralght Iine - 2-100
- Straight line - 10-100
Bins Straight line §-15
Comp quUipmMe Straight ling 2-10
Emerg z&& ! Straight line 2-18
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ALFRED NZO DISTRICT

Consolidated Financlal Statements for the year ended 30 June 2017
Accounting Policies

1.2 Property, plant and equipment (continued)
Park Homes Straight line 20-40

Specialiesd Vehicles Straight line 5-15
The depreciable amount of an asset Is allocated on a systematic basis over ite useful life,

Ezch part of an item of properly, plant and equipment with & cost that is significant in relation to the total cost of the item is
depreciaied separateiy.

The depreciation method usad reflects the pattem in which the asset's fufure economic benefits or service polential are
expected to be consumed by the economic entity. The depreciation method applled to an asset is raviewed at least at each
reporting date and, if thera has basn a significant change in the expected pattem of consumption of the future economic
benefits or servica potential embodied in the asset, the method is changed fo reflect the changed pattern. Such a change is
accounted for as a change In an accounting estimate.

The economic entity assesses at aach reporing date whether there is any indication that the econemic entity expectations
about the residual value and the useful life of an asset have changed since the preceding reporting date. If any such indication
exists, the economic entity reviees the expected useful life and/or residual value accordingly. The change is aceountad for as a
change in an accounting estimate. g

The depreciation charge for each period is recognised in surplus or deficit uniese it Is included in the carrying amount of
ancther asset,

ltams of property, plant and aquipment are derecognised when the asset is disposed of or when there are no further economic
benefits or service potential expactad from the use of the asset.

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when
the item is derecognisad. The gain or loss arieing from the derecognition of an tem of property, piant and equipment Is
delermined as the difference between the net disposal praceads, If any, and the carrying amount of the item.

Assets which the econotnic entity holds for rentala to others and subsequently moutinely sell 2s part of the ordinary course of
activities, are transferred to inventories when the rentals end and the assets are available-for-eale. Proceeds from sales of
these assets are recognised as revenue. All ash flows en these assets are included in cash flows from operating activities in

the cash flow statement,
1.3 Imimngible assefs

An asset is identifiable if it elther:
*  is separable, i.e. is capable of being separated or divided fram an entity and sold, transferred, licensed, rented or

exchanged, elther individually or together with a related contract, identifiable assets or liabiiity, ragardiess of

whether the entity Intends to do so; or
»  arises from binding arrangements (ineluding rights from contracts}, regardiess of whether those rights are

transferable or separable from the economic entity or from other rights and obligations.

A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it es if It were in
the form of a contrect.

An intangible asset is recognised when:
s lItis probable that the expected future economic benefits or service potential that are afiributable to the asset will

flow to the economic entity; and
*  the cost or fair value of the essat can be measured rellably.

The economic entity assesses the probabllity of expected future economic benefits or service potential using reascnable and
suppertable agsumptions thet represent management's best estimate of the set of economic conditions that will exist over the

useful life of the asset.

Where an intangible esset is acquired through a non-exchange transaction, its Inifal cost at the date of scqulsl
at Itz falr value as at that date. " G

r"’ i‘:ﬂ
Expenditure on research (or on the research phase of an intemel project) is recognised as a!l‘p:q:%@‘mmhﬁ%
R 5{3&)
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financlal Statements for the year ended 30 June 2017
Accounting Policies

1.3 Intangible aseets {continued)

An intangible asset arising from development (or from the development phase of an internal project) is recognised when:
= Itis technically feasible lo complete the asset so that it will be avallable for use or sale.

there is an intention o complete and use or sall it

thers is &n abllity to use or sell It,

it wilt generate probable future economic banafits or service potental.

there are available technical, financial and other resources t complete the development and to use or sali the

asgel

»  the expenditure etiributable to the asset during its development can be measured religbly,

- g E oW

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

An intangible aeset is regarded as having an indefinite useful life when, basad on all relavant factors, there is no foresesable
limit to the period over which the asset is expected to generate net cash Inflows or service potential. Amartisation is not
provided for these intangible assets, but they are tested for impairment annually and whenever there Is an indication that the
asset may be impaired. For all other intangible assets amortisation is provided on a straight line basis over their useful life,

The amortisation pericd and the amortisation method for intangible assets are reviewsd at sach reporting date.
Reassessing the useful life of an intangible asset with a finite useful life ‘efter it was classified as indefinite s an indicator that
the asget may be impaired. As a result the asset is tested for impaiment and the remaining carrying amount is emortised over

its usaful life.

Internaliy generated brands, mastheads, publishing tiles, customer lists and iflems similar in substance are not recognised as
imtangible assats.

Intemally genarated geodwill is not recognised as an intengible asset.

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

Item Depreclation method Average uaeful life
Computer Software Straight line 2-5 years

The economic entity discloses relavant information relating to essats under construction or davelapment, in the notes to the
financlal staterments (sea note 3).

intanglble assets are derecognised:

. on disposal; or

*  when o future economic benefits or service potential are expected from #s use or disposal.
1.4 Heritags assets

Assets are resources controlled by an economic entity as a result of past events and from which future economic benefits or
service potential are expected to flow to the economic entity.

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

Ciass of heritage assets means a grouping of heritage assets of a similar nature or funetion in an economic entity's operations
that is shown as a single item for the purpose of disclosure In the consclidated financlal statements.

Cost Is the amount of cash or cash equivalents paid or the fair vaiue of the other consideration given fo acquire an asset at the
time of ils acquisition or consfruction or, where applicable, the amount attributed to that asset when initially recognised in
accardance with the specific requirements of other Standards of GRAP.

ciation is the systemetic allocation of the depraciable amount of an asset over Its useful life.

Dins

for which an asset could be exchanped, or a Iiabllit;setued. between knowledgagble, willing parties in

an&Miys, . I
Herﬂxe assets f@ that hgve 2 cultural, environmenitai, historical, natural, scientific, technological or artistic significance
and afe iyjrdefinitely for the bénefit of present and futura generations.

017
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Stetemants for the year ended 30 Juna 2017

Accounting Policies

14 Heritage asaets {continued)

An impairment loss of a cash-generating asset is the amount by which the carrying ameunt of an asset exceeds its recoverable
amount.

An impairment loss of & non-cash-generating asset Is the amount by which the carrying amount of an asset exceads its
recoverable service amount.

An inalienable ftem is an assat that an economic antity is required by law or otherwise to retain indefinitely and cannot be
dispased of without consent.

Recovarable amount Is the higher of a cash-generating asset's net selling price and its vafus In uss,
Recoverable sarvice amount is the higher of a non-cash-ganerating asset's fair value jass costs to sell and Its vaiue In use.

Value in use of a cazh-generating asset is the present value of the future cash flows expscied to be derived from an asset or
cash-genarating unit,

Pro
Value In use of a non-cash-generating asset Is the present value of the assel's remaining senice potential.

Recognition

The economic entily recognises a heritege asset as an asset If It [s probable that future economic benefits or eervice potential
associated with the asset will flow to the sconomic entity, and the cost or falr valus of the asset can be measured reliably.

Iniflal measurement

Herltage assets are measured at cost.

Whare a heritage assat is acquired through a non-exchange transacfion, its cost is measured at its fair valve as st the date of
acquisition.

Subsequent measurement
After recognition as an asset, a class of heritage rssets is carried at its cost less any accumulated impalment losges.

After recognition as an asset, a class of heritage assets, whose fair value can be measured reliably, is carried at & revelued
amount, bsing its fair value at the date of the revaluation less any subsequant impairment losses.

If a heritage asset’s carrying amount is increassd as a result of a revaluation, the increass Is credited diractly to a revaluation
surplus. Howaver, the Increase is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the

same heritage asset previously recognised in surplus or deficit.

If a heritage asset's cartying amount is decreased as a result of a revaluation, the decrease is recognised in surplus or deficit.
Howaver, the dacrease is debited directly to a revaluation surpius to the extent of any credit balance existing In the revaluation
surplus in respect of that heritage asset.

impairment

The economic entity assess at each reporting date whether there Is an indication thet & may be impaired. If any such indication
exists, the ecenomit ently estimates the recoverable amount or the recoverable setvice amount of the heritage asset,

Transfers
Transfers from heritage assets are only made when the particular assef no longer meets the definition of a heritage asset.

Transfers to heritage assets are only made when the asset meets the definiticn of a heritage asset

e
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ALFRED NZO DISTRICT MUNICIPALITY
Consolidated Financial Statements for the year ended 30 June 2017

Accounting Policies

1.4 Heritage assels (continued)
Derecognition

The economic entity derecognises heritage agsat on disposal, or when no future economic benefits or service potential are
sxpactad from Its uss or disposal, '

The gain or loss arising from the derecognition of a heritage asset is included In surplus or deficit when the item is
derecognieed {uniees the Standard of GRAP on leases requires ofherwise: on a sale and lsaseback).

15 Investments In controlled enfitles
Controlling entity consolidated financlal statements

In the municipality's separate consalidatad financial statements, investments in investments in controfled entitiss are earried at
cost.

The municipality spplies the same accounting for each category of Investment.

The municipality recognises a dividend or similar distribution in surplus or deficit in fts sepavéta.consulidated financial
statements when its right to receive the dividend or similar distribution is established. =

investments in controlled entities that are accounted for in accordance with the accounting palicy on Finaneial nstrumenis in
the consolidatad consolidated financial statements, are accounted for in the same way in the controlling entity's separate
consolidsted financial staternents,

1.6 Financial Instruments

A financial instrument is any contract that gives riee to a finencial assst of one entity and a financial liability or a residual
interest of ancther entity.

The amortised cost of & financiel asset or financial liabllity s tha emount at which the financial asset or financial liabillty
measured at initial necognition minus principal repayments, plus or minus the cumuiative amortisation using the effective
intarest method of any difference between that initial amount and the maturity amount, and minus any reduction {directly or
thraugh the use of an allowance account) for impairment or unccllectibifity.

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

Credit riek s the risk thet one party to a financial instrument will cause a financial koss for the other party by failing to discharge
an obligetion,

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

Derecagnition is the removal of a previously recognised financial asset or financial liability from an entity’s statemant of
financial position.

A derivative is & financial instrument or other contract wih alf three of the fellowing characteristics:
*  lts value changes in response to the change in a specified Interest rate, financial instrument price, commedity price,
foreign exchange rate, index of prices or rates, credit rating or credit index, or other variable, provided in the case of
& non-financial variable that the variabie is not spacific to a party to the contract (sometimes called the 'undertying').
*  Itrequires no initial net investment or an Initial net investmant that ls smaller than would be required for other types
of contracts that would be expected to have & similar response to changes in market factors.
s [tis settled at a future date.
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ALFRED DISTRICT
Consolidated Financial Statsments for the year ended 30 June 2017

Accounting Policies

1.6 Financlal Instruments (continuad)

The effective interast mathod s 2 method of calculating the amortisad cost of 2 financial asset or a financial liability {or group of
financial assets or financial labilities) and of aliocating the intereat income or interest expense over the redevant period. The
effective interest rate is the rate that exsctly discounts estimated future cash payments or recaipte through the expected life of
the financlal instrurment or, when appropriate, a shorter psriod o the net cg rrying emount of the financla) asset or financlal
liability. When calculating the effective intarost rate, an entity shall estimate cash flows considering all contractual terms of the
financiai instrument {for example, prepayment, calt and similar options) but shall not conslder fisture credi losses, The
caleulation includes ail faes and points paid or received between parties to the contract thet are an integral part of the efactive
interest rate {see the Standard of GRAP on Revenue from Exchange Transactions), transaction costs, and all other premlums
or discounts, There is a prasumption that the cash flows and the expected Iifa of & group of similar financial inetruments can be
estimated reliably. However, in those rare cases when I I8 not possiole to reliably estimate tha cash flows or the expacted e
of & financial instrument (or group of financial instruments), the antity shall use the contractual cash fiows over the full
contractual term of the financial instrument {or group of financial Instruments).

Fair value is the amount for which an asset could be exchanged, or a liability settied, between knowledgeable willing parties in
an amm’s isngth transaction,

A finarcial asset is;
* . gash;
+  aresidual interest of another entity; or
*  acontractual right to:
=  recaive cash orancther financial assst from ancther enthy; or
- &xchange financial assets or financial lablitfes with ancther entity under conditions that are pobentially
favaurable to the entity.

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a
ioss It Incurs because a specified deblor falls to make payment when due in accordance with the original or modifisd terms of a
debt instrument.

A financigl lisbility is any liability thet is 2 contractual obligation to:
*  deliver cash or another financial asset to ancther entity; or
*  exchange financlal assels or financial liabilities under conditions that are potentially unfavourabis to the entity,

Interest rate risk Is the risk that the falr valus or future cash flows of a financial insrument will fluctuste because of changes in
merket interest rates.

Liguidity risk is the risk encountered by an entity in the event of difficulty in mesting obligations associated with financial
liakflittes that are settied by defivering cash or another financial assef.

Loen commitment is a firm commitmant to provide credit under pre-specified terms and conditions.
Loana payable are financial liabilifes, other than short-term payables on normal credit terms.

Market risk is the rigk that the fair velue or future cash flows of a financial instrument will fluctusie because of changes In
market prices. Market risk comprises three types of risk: currency risk, interest rate risk and other price risk,

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fuctuate becauss of changes in
market prices (other than those arising from interest rete risk or currency risk), whether those changes ara caused by factors
gpecific to the individual financief instrument or its issuer, or facters affecting all similar Ainancial instruments traded in the-

merket,
A financial asset Is past due when a counterparty has failed to meke a payment when contractually due.

A residual Interest Is any contract that manifests an interest in the assets of an entity after deducting all of its liabilities, \
residual interest includes contributions from cwners, which may be shown as: ] ?;, ]
*  egiity instruments or similar forms of uniiised capitel; gt
+  aformal designation of a transfer of resources (or 2 class of such transfers) by the parties to the f Tr

forming part of an entity's net assets, either bafore the contribution occurs or at the time of the

*  aformal agreement, In ralation fo the contribution, sstabiishing or increasing an existing finanof? Trrhti #in "]T net
assets of an entity. o A - %-\
CoeN N QS;\,
P
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Statements for the year ended 30 June 2017
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1.6 Financial Inetrumente {(continued)

Transaction costs are incremental costs that are directly atiributable to the acquisition, issue or disposal of 8 financial asset or
financial liability. An incrementel cost Is one that would not have bean incurred if the entity had not acguirad, issued or
disposad of the financial instrument.

Finarncial instruments at amertised cost are non-derivative financial assets or non-derivative financlal linbilities that have fixed
or determinable payments, excluding those instruments that:

* the entily designates at fair value at initial recognition; or

»  are held for trading.

Financlal instruments at cost are inveatments in resldual interests that do not have a quoted market price in an active market,
and whose falr value cannot be reliably measured.

Finencial instruments at fair value comprise financial assets or financial liabiiities that are:

+  derivatives;

+  combined instruments that are designatad at fair value;

*  instruments held for trading. A financial instrument is held for trading if:
- it i& acquired or incurred principally for the purpose of selling or repurchasing it in the near-term; or
- 4gH initial recognition it is part of a porifolio of ientified financial instruments that are managed togather and for
which there is evidence of a recent actual pattern of short term profit-taking;
= nen-derivative financial asgsts or financial liabilities with fixed or determinable peyments that are designated at
fair vafue at inftial recognition; and
= financial instruments that do not meet the definition of financial instruments at emortised cost or financial
instruments at cost.

Classlification

The antity has the following types of financial assats {classes and category) as refieciad on the face of the statement of
financial pasition or in tha notes thersto:

Clase Category
Unlisted Invesiments Financial asset measured at amortised cost
Invesiments in Fixed Deposlts Financial asset measured at amortised cost
Long Term Receivables Financlal asset measured at emorlised cost
Recelvables from Exchange Traneactions Financial asset measured st amoriised cost
Cash and Cash Equivalents- notics deposists Financial assat measured at amortised cost
Cash and Cash Equivalents- Call Deposits Financial assat measured at fair value
Cash and Cash Equivalents Financial asset meassured at fair value

The entity has the following types of financial liebilifies {tlasees and category) as reflected on tha face of the statement of
financial position or in the notes therato:

Clase Category
Long Term Liabilities Financial liabllity measured at amoriised cost
Payables Financia| kability messured at amortised cost
Bank Overdraf Financlal liabikty measured at amortised cost
Initial recognition

The entity recognises a financial asset or & financial liabiiity in its statement of financial position when the entity becomes »
party to the contractual provisions of the insirument.

fﬁb@nﬁty recognises financial assets using trade date accounting.
¥

' 4“-"2‘/?0
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Statements for tha year ended 30 June 2017
Accounting Policies

1.6 Financial Instruments (cantinued)
Initial measurement of financial assets and financial llablities

The entity measures a financiel asset and financlal liability initially at ite feir value plus transection costs that are directly
atffributable to the acquisition or lssue of the financiel asset ar financial liability.

The entity measures & financial assef and financiai itability initially at its fair value [if subsequently measured at fair value].

The entity first assesses whether the substance of a concessionary loan js in fact a foan, On initial recognition, the entity
analyses a concesslonary loan into Ms componant parts and eccounts for each component seperately. The entify accounts for

that part of a soncesslonary loan that is:
*  asocial benefit In accordance with the Framework for the Preparation and Preseniation of Financial Statements,

where it is the Issuar of the loan; or
*  non-exchange revenue, in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions

{Taxes and Transfers), where it is the recipient of the loan.

2l




ALFRED NZO DISTRICT MUNICIPALITY
Consalidated Financial Statements for the year ended 30 June 2017

Accounting Policles

1.6 Financial instrumenis (continusd)
Subsequent measurement of financial assets and financial llabllities

The entity measures all financial assets end financial liabilities after initial recognition using the following categories:
»  Financig instruments at fair value.
*  Financial mstruments at amortised cost.
*  Financial instruments at cost.

Ali financial assets measured at amortised cost, or cost, are subject to an impalment review.
Fair value measurement considerations

The best evidence of fair valua is quoted pricas In an active market. If the market for a financial instrumant is not active, the
entity establishes fair value by using 2 valuation technique. The objective of using e valuation tachrigue is to astzblish what the
transaction prica woukt have baen on the measurement date in an arm's length exchange motivated by normal operating
considerations. Valuation technigues include using racent arm’s length market transactions batween knowladgszble, willing
parties, if aveilable, reference to the current fair velue of another instrument that is substantially the same, discounted cash flow
analysis and optian pricing models. If there is a valuation technigue commonly used by market participants to price the
instrument and that fechnique has been demonsirated to prowide relieble eetimates of prices obtained in actual market
traneactions, the entity uses that technique. The chosen valuation technigque makes maximum use of market inputs and relies
as little a8 possibla on entity-specific inputs. It incorporates all factors thet market participants would consider in seiting a price
and is consistent with accaptad economic mathodologies for pricing financial inetruments. Periodically, an economic entity
calibrates the valuation technigue and tests It for validity using prices from any cbservable current market transactions in the
same |nstrument {i.e. without modification or rapackaging} or based on any avaflabla observable market data,

The fair value of a financial liability with 8 demand feature {2.9. & demand deposit) is not less than the amount payabla en
demand, discounted from the first date that the amount could be required o be pakd,

Reclagsifleation

The entity does not reclasslfy a financial instrument while it is issued or held unless it is:
*  combined Instrument that is requirsd to be measured at fair value, or
*  aninvestment in a resldual interest that maets the requirements for reclassification.

Whera the entity cannot reliably measure the fair value of an embedded derivative that has been separated from a host
contract thet is & fihancial instrument at a subsequent reporting date, it measures the combined instrument at fair value. This
requires a reclassification of the instrument from amortisad cost or cost to fair value.

If fair value can no Jongar be measured rediably for an investment in a residual inferest measured at fair value, the entity
reclassifies the investiment from fair value to cost. The carrying amount at the date that fair value is no longer available
bacomes the cost.

If a reliable measura becomes available for an investment n a residual interest for which a maasure was previously not
avalilable, and the instrument would have been required to be maasured at fair value, the entity reclassifies the instrument from
cost te fair value.

Gains and lossas

A gain or lose arising from a change in the fair value of a financial assst or financial liability measured at fair value is
recognised in surplus or deficit.

For financial dssets and financial liabilities measured st amortised cost or cost, a gain or loss is recognisad in surplus or deficit
when the finencial asset or financial liability is derecognised or impaired, or through the amortisation process.

Amgairment and uncollectibility of finenclal assets

T,
Ttﬁé@y at the end of each reporting period whether theve is any chjsctive evidence that & finansial asset or group of

finan N
! 1.

ananclal as%mw cost:
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Finandial Statements for the year ended 30 Juna 2017
Accounting Policies

1.8 Financial instruments (continued)

If thers s objective evidence that an impairment loss on financial assets measured at amortised cost has been incurred, the
amount of the loss is measured as the difterencs between the asset's camylng amount and the present vaiue of estimated
future cash flows {excluding future credit lossas that have not been incurred) discounted at the financial assat's original
effective interest rate. The camying amount of the asset is reduced directly OR through the use of an allowance account. The
amaunt of the loss Is recognised in surplus or deficit

event occurring after the impainment was recognised, the previously recognised impaiment logs is reversed directly OR by
edjusting an afiowancs account, The reversal does not result in & carrying amount of the financial asset that exceeds what the
amortised cost would have bean had the impairment hot been recognised at the dete the impairment Is reversed. The amount
of the reversal is recognised in suiplus or deficit.

Financial assets measurad at cost:

If thara is objective evidence that an impairment lose hes besn incurred on an Investment in residual interest thet is not
measured st fair value because its fair value cannatbe measured reliably, the amount of the impalrment joss is measured as
the difference between the carrying amount of thefinancial asset and the present value of estimated future cash flows
discounted at the current market rate of return for a similar financial asset. Such impairment losses are not reversed.

1.7 Lessos

A lease s classified as a finance lease If it transfers substantially all the risks and rewards incidentsl fo ownership. A lease is
classified as an operating leass if it does not transfar substantially all the risks and rewards incidental to ownership,

When a lease includes both Jand and buiidings elements, the entity assesses the classification of each element separately.

Flnance leasos - lessor

The ecohomic entity recognises finance iease receivables as aesats on the statemant of financiaj position. Such asseis are
pressntad as a recsivables at an amount equal to the net investment In the lease.

Finance revenue Is racognised based on a pattern reflecting & conatant periodic rate of retumn on the economic entity's net
Investrnent in the finance lease.

Finance leases - lessee

Finance leases are racognised as assets and liabiliies in the statement of financial position at amounts equal to the fair value
of the leased property or, if lower, the present value of the minimum lease payments. The comespanding liability to the lessor s
inciuded in the statement of financlal position as a finance lease obligation.

The discount rate used in calculating the present value of the minimum lease paymente is the municipality’s incremental
borrowing rate.

Minimum lease payments are apportioned between the finance charge and reduction of the outstanding fiablity. The finance
charge is allocated to each period during tha lease term so as to produce & constant pericdic rate of on the remaining balance

of the liability.
Any contingent rents are expensed in the period in which they are incurred,

-~

Operating leasos - [essor
Operating lease revenue Iz recognised as revenue on a straightine basis over the lease term.

Inifial direct costs incurmed in negotiating and arranging operating lsases are added to the carrying arnount of the leas
and recognisad as an expense over the lease term on the same basls as the Isase revenue. 9},;,
S
- cg ‘PP[

The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease termona

The aggregate benefit of incentives is fecognised as & reduction of rental expense over the leas 3 ?ﬁﬁm-&lin%.?asis. :
s P
Income for leases Is disclosed under revenue In statement of financial performance. s o ;\Q"S’l \
a
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1.7 Leases (continued)
Operating lsasess - lessee

Operating Ieage payments are recognised as an expense cn & etraightine basis over the lease term. The difforence betwaen
the amounts recognised as an expense and the contractuat payments are recagnised as an operaiing lease asset or fiability.

1.8 Inventories

Inventories are initfally measured at cost except whers inventories are acquired through & non-sxchange transaction, then their
costs are their fair value as at the date of acquisition.

Subsequently inventaries are measurad at the lower of cost and net realisable value.

[nventories are measured at the lower of cost and currsnt replacament cost where they are heig tor,
s distribution at no charge or for a nominal charge; or
»  consumption in the production process of goods to be distributed at no charge or for 8 nominal charge.

Net realisable value Is the estimatad selling price in the crdirary course of operations lees the estimated costs of compietion
and the estimated costs necessary to make the sale, exchisfge or distribution.

Current replacement cost is the cost the economic entity incurs to acquira the asset on the reporting date.

The cost of inventories comprises of all costs of purchase, costs of conversior: and other costs incurred in bringing the
inventorles to their present location and condition.

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

The cost of inventories ie assigned using the weighted average cost formula. The same cosi formula is used for all inventories
having & similar nature and uss to the economic entiy.

When Inventories are sold, the carrying ameunts of those inventories are recognised as an expense in the period in which the
related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are distributed, or
related services sre rendered. The amount of any write-down of inventories to net realisable valua or current replacement cost
and gl losses of nventones are recognised as an axpense in the period the write-down or loss occure. The amount of any
reversal of any write-down of invedtoriee, arising from an increase In net realisable value or current replacement cost, are
recognised as a reduction in the amount of inventories recognised as an expense In the period in which the reversal occurs.

4,2 Impairment of cash-generating assets

Cagh-generating assets are assets managed with the objective of generating @ commercial return. An asset generates a
commaercial retumn when it is deployed in a manner consistent with that adopted by a profit-oriented entity.

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

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

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

of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs ahd income tax

Oy L I .
zﬂ@m o tion) is the systematic allocation of the depreciable amount of an asset over its useful life.

Feir value IZ& \\the amount obtainabla from the sale of an asset in an arm's length trensaction betwsan
knowletigeable, willing less the costs of disposal.
9@ E- = '

Recoverable f an asset ?’: a cash-generating unit is the higher its fair value less costs to sell and its value in use,
; .
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1.2 Impairment of cash-generating assets (continued)

Useful life is efther:
{a) the period of time over which an asset is expected to be used by the economic entity; or
(b} the number of production or similar units expected to be obtained frem the asset by the sconomic entity.

Criteria develioped by the economic entity to distinguish cash-generating assats from non-cash-generating assets are as follow:

1.10 Share capital / contributed capital

An aqulty Instrument is any vontract that evidences a residual interest in the assets of an economic entity after deducting all of
lts tiabilities.

1.11 Employes benafits
Empioyee benefits are all forms of consideration given by an entity in exchange for service rendered by employess.

A quallfying insurance policy is an insurance policy issued by an insurefthat Is not a related party (as defined In the Standard
of GRAP on Related Parly Disclosures) of the reporfing entity, if the pgoeesds of the policy can be used enly ta pay or fund
empleyee benefits under a defined benefit plan and are not available to the reporting entity’s own creditors (even in liquidation)
and cannot be pald to the reporting antity, unless either:

¢ the proceeds rapresent surplus assets that are not needed for the policy to meet all the relatad smployee banefit

obligations; or
*  the procasds are relumed ta the reporting entity to reimburse it for employee banafits already paid.

Termination banefits are employes benefits peyable as & result of either:
+  ah entily's decision to terminate an employee’s employment bafare the normal retirement date; or
*  &n employee's decision to aceapt voluntary redundancy In exchange for those benefits.

Other long-term employee benefits are employee benefits (other then post-employment benefits and terminetion benefits) that
are not due to be setlied within twelve months after the end of the period in which the empioyees render the related service.

Vested employee benefits are amployes benefits that are not conditionsl on fulure empleyment.

Composlte soclai sacurlly programmes are esteblished by legislation and operate as multi-employer plans to provide poet-
employment benefits as wall 8s to provide benefits that are not consideration in exchange for sarvice rendared by employees,

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

those responaibilifies.
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Accounting Policies

1.11 Employee benefits (confinued)
Short-ferm employee benefils

Short-term employee benefits are employse banefits (other than fermination bensfits) that are due fo be setfled within twelve
months after the end of the period in which the employses render the related service.

Short-term employee benefits include items such as:

«  wapges, salaries and social security contributions;

= ghori-term compensated absences {such as paid annual leave and paid sick lsave) where the compensation for the
absences is dus to be setiled within twalve months afiar the and of the reporting period in which the employess
render the related employea service;

¢ behus, incentive and parformance related payments psyable within twelve months after the end of the reporting
peried in which the employees render the related setvice; and

s non-monetary benefits {for example, medical care, and free or subsidised goods or services such as housing, cars
and celiphonas) for current empleyeaes.

When an employee has rendered service to the entity during & reporting period, the entity recognise the undiscounted amount
of short-term employee benafits expacted to be pald in exchange for thet servica.,

*  as a liability (accrued expense), after deducting any amount alreadyseid. If the amount already paid exceeds the
undiscountad amount of the benefits, the entity recognise that excess s an asset (prepaid expense) to the extent
that the prepayment will lead to, for example, a reduction in future paymenis or & cash rafund; and

s g8 an sxXpense, unless ancther Standard requires or parmits the inclusion of the benefits in the cost of an asset.

The expacted cost of compensated absences is recognised as an expenss ae the employees render services that increase
thelr entitlement or, in the casa of non-accumulating absences, when the absence occurs. The entity measure the expecied
cost of accumulating compensated absences as the additional amount that the entity expects to pay as a result of the unused
entifernent that has accumulated st the reporting date.

The entity recognise the expected cost of bonus, incentive and performance related payments when the entity has a present
legsl or constructiva obligation to make such payments as a result of past events and a reliable estimate of the obligation can
be made. A present obligation exigte when the entity has no realisfic alternative but to make the payments.

Post-employment benefits

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

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

Mult-employer plans are defined coniribution plans (other than state plans and composite soclal securlty programmes) or
defined banefit plana (other than state plans) that poel the assets confributed by various entities that ara not undar common
control and use those asaefa to provide banefits to amployees of more than ane entity, on tha basis that contribution and
beneftt levels are determinad without regard to the identity of tha entity that employs the employees concerned.

Auﬁ.’:.}ﬁdr"\“%
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DISTRICT MUNICIPALITY
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Accounting Policies

1.11 Employse benefils (continued)
Post-employment benefits: Defined contribution plans

Defined contribution plans are post-employment bensfit plans under which an entity pays fixed contributions into a separete
entity {a fund) and will have no lagal er constructive obligation to pay further contributions if the fund doas not hold sufficlent
essats to pay all employes benefits relating to employee service in the current and pricr periods.

When an employee has rendered service to the entity during a reporting period, the entity recognise the contribution payable to
a defined coniributian plan in exchange for that service:
«  as a liability (accrued expense), after deducting any contribution already paid. If the contribution alregady paid
excaads ihe contribution due for service before the raporting date, an entity recognise that excess as an asset
(prepaid expensa) ta the extent that the prepayment will lead to, for example, a reduction in future payments or a
cash refund; and
¢ asan expense, unless another Standerd reguires or permits the inclugion of the contributicn in the cost of an asset.

Where contributions to a defined contribution plan do not fall due wholly within twelve monthe after the end of the reporting
.z perlod In which the employees render the related sarvics, they are discounted. The rate used to discount reflects the time vahse
" of money. The cumency and term of the financial instrument selectad to refiect the time vakié of money is consistent with the
currency and estimated term of the obligation.
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1.11 Employee benefits (continued)
Post-employment benelite: Defined benefit plans
Defined benefit plans are post-employment benefit plana other then defined contribution plans.

Actuarial gains and losses comprise experience adjustments (the effects of differences between the previous actuarial
assumptions and what has gctually occumed) and the effects of changes in actuarial assumptions. in measuring its definad
benefit liebility the entity recognise actuarlal gains and lpsses in surplus or deficit in the reparting period In which they ocour.

Assets held by & long-term amployee benefit fund are assets {other than non-transferable financial instruments issusd by the
reporting entity} that are held by an entity (a fund) that is legally separate from the reporting entity and exists solely to pay ar
fund employee benafits and are available to e usad only to pay or fund employes benefits, are not available to the reporting
entity's own steditors (even In liquidation), and cannot be retumed to the reporting antity, unless either.
» the remaining assets of the fund are sufficlent to meet al! the related employes benefit obligations of the plan or the
reporting entity; or
«  the aesets are retumed to the reporting entity to reimburse it for smployse benefits already paid.

Current service cost is the increase in the present value of the defined benefit obligation resulting from employes service in the
curesnt period, e

Intarest cost is the increase during a peried In the present value of a defined benefit obligation which arises because the
benefits sra one period cioser to settlament.

Past service cost i the change In the present value of the defined benefit abligation for employee service in prior pericds,
resulting In the cument pariod from the introduction of, or chenges to, post-employment benefits or other long-term ermployee
benefits, Past service cost may be sither posiive (when benefits are introduced or chenged &0 that the present value of the
defined banefit obligation incresses) or negative (when existing benefite are changed so that the presant value of the defined
benefit obligation decreases). In measuring its defined benefit liabillty the entity recogniee past service cost as an expense in
tha reporting period In which the plan is emended.

Plan assets comprise sssats held by a long-term employee benefit fund and qualifying insurance palicies.

The present valus of a defined benefit obligatian Is the present value, without deducting any plan assets, of expected future
payments required to settle the abligation resulting fram employee service in the current and prior pariods.

The return on plan assets Is interest, dividends or similar distributions and other revenue derived from the plan assets, fogether
with realised and unrealised gains or losses on the plan assets, less any costs of administering the plan (othar than those
included In the actuarial assumptions used to measure the dafined benefit obligation) and less any tax payable by the plan
itself.

The antity account not only for its legal cbligation under the formal terms of a defined banefit plan, but also for any constructive
abligation that arises from the entity's informal practices. Informal practices give rise to a constructive obligation whera ths
entity has no realistic attemative but to pay employee benefits. An axample of a constructive obligation is where a change in
the entity’s Informal practices would cause unacceptable damage to its rslationship with employeas.

The amount racognised es a defined hanefit liability is the net total of the following amounts:
s the prasant value of the defined benefit obligation at the reporting date;
+  minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settied directly;
*  plus sny liabllity that may arise as & result of a minimum funding requirement

The emount determined as a defined benefit ligbility may be negative (an asset). The entity measure the resulting asset at the

Io?er,nt
« "~ the amount determined above; and

F4 ""U[ fe-present value of any economic benefits avallable in the form of rsfunds from the plan or reductions in future
5 o ¢ bitiaps to the plan. The present value of thesa economic beneflis is determined using a discount rate which
! L ITHAGCIE the fime value of money.
¥ e 3y {"\ e
¢ Any adjugtments afisng e ‘_f!ma;bwe is recagnised in surplus or deficit.

/ The entity d p?&ant valyd of defined benefit obligations and the fair value of any plan assets with sufficient
unts regdgnised in the consolidated financial etetements do not differ materially from the amounts

ragularity such
\\T:t would be detarmined at the reporting date.
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141 Employes benefits (continued)

The entity recagnises the net total of the following amounts in surplus or deficit, except to the extent that another Standard
requires or parmits their inclusion in the cost of an asset:
*  current service cost;
interest cost;
the expected return on any plan assets and on any reimbursement rights;
actuarial gains and losses;
past service cost;
the effect of any curtaiiments or settlements; and
the effect of applying the limit on a defined benefit asset (negative dafined benefit liability),

* & & & @

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

In determining the present veiue of its defined benefit obligations and the related cumrent service cost and, wherg, applicable,
past service cgst, an entity shall atiribute benefit to periods of service under the plan’'s benefit formula. Howsvag..if an
employee's service in later years will lead to a meterially higher level of benefit than in earier years, an entity shall attribute

benefit on a straight-line basis from;
*  the date when service by the employes firat leads to banefits under the plan (whether or not the benefits are

conditional on further ssrvice); untll
*  the date when further service by the employee will load to no materal amount of further benefits under the plan,

other than from further salary increases.

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

The entity recognises gains or losses on the curtaliment or setlement of a defined benefit plan when the curtallment or
settlement oceurs. The gain or loss on a curtailment or settlement comprises:

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

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

Before determining the effect of a curtailment or settlement, the entity re-measure the obligation {(and the related plan assets, it
any) using cument actuarial assumptions {including current market interest rates and other curent market prices). ’

When it is virtually cettain that ancther party will reimburse some or ali of the expenditure required to settle a definad benafit
cbligation, tha right to relmbursement is recognised as a separate asset. The asset s measured at falr value. In all cther
respacts, the asset Is treated in the same way as plan assets. In surplus or deficit, the expense relsling to a defined benefit
plan is [OR is nof] presented as the net of the amount recognised for a reimbursement.

The entity offsets an asset relating to one plan agalnst a liabllity refating to another plan when tha entity has a legally
enforceable right 1o use a surplus in one plan to setile obligations under the other plan and intends either to settie the
obligations on a net basis, or fo reslise the surplus in one plan and setfie ite obligation under the other plan simultaneously.

1.12 Provisions and eontingencles

Provisions are recognised when;
+ the economic entity has a present cbligation as a result of a past evant;
¢ ltls probabie that an eutfiow of resourcas ambodying economic bensttis or service potential will be required to

settie the obligation; and
*  areliable estimate can be made of the obligation.

P
The amount of a provision is the best estimate of the expenditure expected to be required 1o settie the present obliggtior, at
raporting date, - /ak
Where the efiiect of ime value of money is material, the amount of a provision is the present value of theémq.u's@
expected to be requinad to settie the obligation. P N

i+ 3
w e {?

A
The discount rafe is a pre-tex rete that reflects current market assessments of the time valuef:t@\'l’%)g}n\!m @ﬁ&mc to
’ \

-

the liabifity. v N
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Consolidated Financlal Statements for the year ended 30 June 2017

Accounting Policies

1.12 Provisions and contingencies (confinued)

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the
reimbursament is recognised when, and only when, it is virtually certain thet reimbursement will be received if the economic
entity setties the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursement
does not excead the amount of the pravisioh.

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

Where discounting is used, the carrying amount of a provision increases in each period 1o reflect the passage of time, This
increess is recognised as an Interest expense.

A provision is used only for expenditures for which the provision was originally recognised.
Provisions are not recognised for future operating defisits.

{f an entity has a confractthat is cnerous, the present obligation {net of recoveries) under the contract is recognised and .«
measured as & provisinﬂa; 1 Lo

A constructive obligation to restructura ariges only when an entity:

*  has a detalled formal plan for the restruchuring, identifying at least:
- the activity/operating unit or part of a activity/operating unit concemed,;
= the principal locations affectad;
~  the location, function, and approximate number of employeas who will be compensated for services being
terminatad;
= the expenditures thet will be undertaken; and
= when the plan will be implemented; and

*  has reised a valid expectation in those affected that it will carry out the restructuring by starting to implement that
plan or announcing ks main festures to those affected by It

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are both:
*  necessarily entailed by the restructuring; and
+  not associated with the ongoing activities of the economic entity

No obligation arises as a consequence of the safe or fransfer of an operation until the economic entity is commitied to the
sale or fransfer, that is, there Is a binding arrangement.

After their initial recognition contingent liabilties recognisad in entity comb:natlons that are recognised separately are
subsequently measured at the higher of.

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

= the amount inifially recognised lass cumulative amortisation.

Contingent assets and contingent lizbilities are not recognised. Contingencies are disclosed in note 45.

Afinancial guarantee contract is a contract that requires the issuer to meke specified payments to reimburse the holder for a
lose it incurs because a specified debtor fails to make payment when due in accordanca with the ariginal or modified tarms of a
dsbt instrument,

Loan commitmant is & fir commitment to provide credit under pre-spacified terms and conditions.

The economic entity recognises a provision for financial guarantses and loan commitments when it is probable that an outflow
uf msources embodying eccnomic benefits and service potential will be required fo settle the obligation and a reliable eetimate

ufﬁne_\c!bligaﬁon can be made.

pib ather an outfiow of resources is probable in relation to financial guarantses requires judgement. Indicatione that
Jurces may be probable are:

L] ifficulty of the debtor;
. inquencies in interest and eapital mpaymants by the dabtor;
4 7 bw rms of the debt instrument that result In it being payable earlier than the agreed term and the
Qtzablli i tolNg settle its obligation on the amended terms; and

a1
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Consolidated Financial Statements for the year ended 30 June 2017
Accounting Policies

1.12 Provisions and contingencies {continued)
* @ decline in prevailing economic circumstances (e.g. high interest rates, inflation and unemployment) that impact on

the ability of entities to repay their obligations.

Where a fee is roecaived by the economic entity for issuing a financial guarantes and/or where a fee is charged on loan
commitments, it s considered in determining the best astimate of the amount required to settle the obligation 2t reporting date.
Where a fee is charged and the economic entity considers that an outfiow of economic resources is probabls, an economic

entify recognises the obiigation at the higher of.
+  the amount determined using in the Standard of GRAP on Provisions, Contingent Liabilities and Gontingent Assets;

and
¢ the amount of the fes initially recognisaed less, where appropriate, cumulstive amartisation recognised in accordance

with the Standard of GRAP on Revenua from Exchange Transactions.

1.13 Commitments

ltems are classified as commitments when an entity has commitfed itself to future transactions that will normally resuit in the
ouiflow of cash.

Disclosures are required in raspectéf ﬁnrecognised confractual commitments.

Commitments for which disclosure is necessary to achieve a fair presentation should be disclosed in a note to the financial

statements, if both the following criteria are met:
Contrects should be nen-canceilable or only cancellable at significant cost {for exampie, contracts for computar or

buliding maintenance services); and
»  Contracts should relate to something other than the roufine, steady, state business of the entity — therefore salary

commitments relating to employment contracts or social security benefit commitments are excluded.

1.14 Revenua from exchange transactiona

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

An exchange transaction is one in which the municipality receives assets or services, or has liabiflities extinguished, and directly
gives approximately equal value (primerily in the form of goods, services or use of assets) to the other party in exchange.

Fair value is the smount for which an aaset could be exchanged, or & liabllity settled, betwean knowladgeahle, willlng parties in
&n amm's length transaction.

Measurement
Revenue is measured at the fair value of the considaration received or regeivable, net of trade discounts and volume rebates.

Sale of goods

Revenua from tha sale ef gonds |5 racognised when all the following condifions have besn satlsfied:

the economic entity has iransferred to the purchaser the significant riske and rewarde of ownership of the goods;

«  the economic entity retains neither continuing managerial involvement to the degres usually associated with
ownership ner effective control over the goods seld;

s the amount of revenue can be measured rallably;

* it is probable that the economic bensfits or service potential associated with the transaction will fiow to the
economic entity; and

= tha coets Incurred or to be Incurred In respect of the trensaction can be megsured reliably.

3z
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Consolidated Financial Statemants for the year ended 30 Juns 2017
Accounting Policies

1.14 Revenue from exchange transactions {continued)
Rendering of services
When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with
the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The cutcome
of a transaction can be estimated reliably when all the following condifions are satisfied:

*  the amoumnt of revenue can be measured refiably;

* jtis probabie thet the economic benefits or service potential associated with the transaction will flow 1o the

economic entity;

= the stage of completicn of the transaction at the reporting date can be measured reliably; and

s the costs incurred for fhe transaction and the costs to complete the fransaction can be measured reliably.
When services are performed by an indetarminate number of acts over a specified time frame, revenue is recognised on a
straight line basis over the specified time frame uniess there Is evidence thet some other method better represants the stage of
completion. When a specific act is much more elgnificant than any other acte, the recognition of revenue is postpaned until the
signlficant act is axecuted.

When the outeome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised
only o the extant of the expenses recognised:thet are recoverable.

Service rovenue is recognised by reference to the stage of completion of the transaction at the reporting date, Stage of
complation is determined by services performed to date a8 a percantage of total services to be parformed.

Interest, royalties and dividends
Revenue arising from the use by others of entity assete yielding Interest, royalties and dividends or similar distributions is
recognised when:
»  |tis probable that the aconomic benefits or service potentiel associatad with the transaction will flow to the
municipaiity, and
+  The amount of the revenuse can be measured reliably.
Interest is necognised, in surplus or deficit, using the effective inferest rate method,
Royalties are recognised as they are earned in accordance with the substance of the relevent agreements.

Dividends or similar distributiors are recogniged, in surplus or deficit, when the municipality’s right to recsiva payment has
been established.

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

1.18 Investment income

Investment Income is recognised on a time-proportion basis using the effective Intersst method.

1.16 Borrowing costs

Borrowing costs are interest and other expensss incurred by an antity in connection with the borrowing of funds.
Borrowing costs are recognised as an expense in the period in which they are incurred.

1.17 Comparative figures

/ MW re necessary, comparative figures have been recisesified to conform to changes in presentation in the current ysar.

%
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Consuolidated Financial Statements for the year ended 30 June 2017
Accounting Policies

1.18 Unauthorised expenditure (continued)

Al 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 subsequantly sccountad for as revenue In the statement of financial performance.

1.19 Frultless and wasteful expenditure

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

All expendifure relating to fruitiass and weetsful expenditurs Is racognised as an expense in the statemant of financlal
parformance in the year that the sxpenditure was incurred. The expenditure is classified in accordanca with the natura of the
&xpanss, and whem recovered, it is subsequently accounted for as revenus in the statement of financial perfermance.

1.20 Irregular expendiure

Ireguiar expenditure as defined in section 1 of the PFMA js-expenditure other than unsuthoriaed expenditure, Incurred in
cohtravention of or that is not in accordance with a requirttnant of any applicable Iegislahon, including -

{a} this Act or

(®) the State Tender Board Act, 1868 (Act No. 86 of 1988), ar any regulations made in terms of the Act; or

{c) any provincial legislation providing for procurement procedures in that provinclal govermment.

Nailonal Treasury practice note no. 4 of 2008/2009 which was issued in terms of sections 76(1) fo 76(4) of the PFMA requires
the following (effective from 1 April 2008}

Irregular expenditure that was incurmed and identified during the current financlal and which was condoned before year end
and/or before finalisation of the financial statemante must also be recorded appropriately In the imegular expenditure ragisfar. In
such an instance, no further action is also requirad with the exception of updating the note to the financial statements,

Irregular expenditure that was incurred and identified during the current financial year and for which condonemant is baing
awaited at year end musi be recorded in the irmegular expenditure register. No further action Is required with the exception of
updating the note fo the financial statements.

Where iregular expenditure was Ineurrad in the previous financlal year and is only condoned In the following financial year, the
register and the disclosure note fo the finencial statements must be updated with the amount condoned.

Irregular expenditure that was incurred and identified during the current financial year and which was not condoned by the
National Treasury or the relevant authority must be recorded appropriately in the irregular expenditure register. If liability for the
Iragular expenditure can be atfributed to a persen, a debt account must be created If such a person Is fiable in [sw. Immediate
steps must thereafter be taken tc recover the emount from the person concemed. If recavery is not possible, the accounting
officar or accounting authority may write off the ameount as debt impaiment and discdose such in the relsvant note to the
financial statements. The irregular expenditure register must also be updated accordingiy. If the irregular expenditure has not
been condoned and ne person is liable in law, the expenditure related thereto must remain ageinst the relevant
programme/expsnditure itam, be disclosed as such In the note to the financial stafements and updated accordingly In the

imegular expenditura rag!ster

Irraguiar expanditure is expanditurs that is contrary to the Municipal Finance Management Act (Act No.58 of 2003), the
Muriicipal Systems Act (Act No.32 of 2000}, and the Public Office Bearers Act (Act No. 20 of 1898) or is in contravention of the

economic entity’s supply chain management policy. Imegular sxpenditure excludes unauthorised expenditure. Irmegular
expenditure is accounted for as expsndriure |h the Statement of Financlal Performancas and where recovered, It Is subsequently

accountsd for as revenue in the Statement of Financlal Performance.

1.21 Budget information

Economis Entity are typically subject to budgetary limits in the form of appropriations or budget authorisations (or
which is given effect through authorising legistation, appropriation or simllar. ?3\6

General purpose financiel reporting by economic entity shall provide information on whether msoumesm 6b
in accordance with the legally adopied budget. A

The approved budget is prepared on & cash basls and presented by economic classification Imked td.pﬁrforrn{@;u'}éoma
cbjectives. S
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Accounting Policies

1.21 Budpet information (continued)
The approved budget covers the fiscal period from 01/07/2018 to 30/06/2017.
The budget for the economie entity includes all the entities approved budgets under its contral.

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

1.22 Related pariies

The economic entity cperates In an economic sector currently dominated by entities directly or indirectly owned by the South
African Government As a consequence of the sonstitutional independence of the three spheres of government in South Africa,
only entities within the national sphere of govemment are congidered to be related parties,

Management are those persons responsible for planning, directing and contrelling the activities of the aconomic entity,
including those charged with the governance of the economic entity In accordance with legislation, in instances where they are
required to perform such functions.

Close members of the family of a person are considerad tr ba thd&-firnily members who may be expected to Influshce, or be
influenced by, that management in their deallngs with the economic entity.

Only transactions with related parties not at arm’s length or not in the ordinary course of business are disclosed.
1.23 Events after reporting date

Events aftsr reparting date ars those events, both fevourabla and unfavourable, that occur befween the reporung date and the
date when the financial statements are autharised for issue. Two types of events ¢an be identified:
¢  those that provide evidence of conditions that existed at the reporting date {(adjusting events after the reporting date);
and
+  those that are indicelive of conditions that arose after the reporting date (non-adjusting events after the reporting
date). )

The economic erity will adjust the amount recognisad in the financiel statements to refiect adjusting events after the reporting
data once the evant occumed.

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

1.24 Conditional grant and recelpis
Revenue raceived from conditional grants, donations and funding ara recognised as revenue to the extent that the municiality

has compliad with any criteria, conditions or obligations embodied in the agraement. To the extent that the criteria, conditions
or obligations have not been met a liability is recognised
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Statements for the year ended 30 June 2017

Notes to the Consolidated Financial Statements
Econornic entity Conirolling entity
Figures in Rand 2017 2016 2017 2016

2. New standards and interprefations
2.1 Standards and interpretations lssued, but not yet effective

The ecenomic enifty has not appliea the foliowing standaros and interpratafions, which have been published and are
mandatory for the aconomic entity's accounting periods begirning on or after 01 July 2017 or later periods:

GRAP 109: Accounting by Principals and Agents

The objective of this Standard is to outline principles to be used by an entity It assess whether it is party to a principal-
agent arrangement, and whether it Is a principal er an agent in undertaking transactions in terms of such an arrangement.
The Standerd does not introduce new recognition or measurement requirements for revenue, expenses, assets and/or
I'abilities that result from principal-agent arrangements. The Standard does however provide guidance on whather revenue,
expenses, assste and/or llabilities should be recognised by an agent or a principal, 25 well as prescribe what Information
should be disclosed when an entlty Is & principal or an agent. s

H!h L]
It furthermore covers Definitions, Identifying whether an enlly Is a principal or agent, Accounting by a principa! or agent,
Pressntation, Disclosura, Transitional provisions and Effective date. ’

The effective dete of the standard is not yet set by the Minister of Finance.

The economic entity expects to adopt the standard for the first time when the Minister sets the effective date for the
standard.

It is unlikely that the standard will have a material impact on the aconomic antity's consolideted financial statements.

GRAP 18: Segment Raporting

Segments are identified by the way In which information is reported to management, both for purposes of assessing
performance and making dscisfons about how future resources will be allocated fo the various activities undertaken by the
aconomic entity. The major classifications of activities identified in budget documentation will usually refiect the segments

for which an entity reports information to menagement,

Segment Mformation is efther presented based on service or geographical segments. Service segments relate to a
distinguishable component of an entity that provides specific outputs or achieves particular operating ebjectives that are in
line with the economic entity’s ovarall mission. Geographical segments relate to specific oulputs generated, or parlicular
objectives achieved, by an entity within a partlicular reglon.

This Standard has been approved by the Board but its effective date has not yet been determinad by the Minlster of
Finance. The effective date indicated Is a provisional date and could change depending on the degigion of the Minister of

Finance.

Diractiva 2 - Transitional provisions for public entities, municipal antities and constitutional instiutions, states that ne
comparative segment information need to be presented on initial adeption of this Standard.

Directive 3 - Transitional previsions for high capacity municipaiities states that no comparative segment information need to
be presentad on initial adoption of the Standard. Where items heve no been recognised as a result of transitional provisions
under the Standard of GRAP on Property, Plant and Equipment, recognition requirements of this Standard would not apply
ta such ilems until the traneitionai provision in that Standard sxpires.

information need to be presented on initial adaption of the Standard. Where items have not been recognised as a reg
transitional provisions un the Standard of GRAP on Property, Plant and Equipment and the Standard of GRAP o
Agriculture, the recognition requirements of the Standard would not apply 1o such ilems until the transitional

Directive 4 — Transitional provisions for medium and low capacity municipalities states that no comparative segmerit
i)
\

that

standard explres.’ ok
R S
The effective date of the standard is not yet set by the Minister of Finance. o ;ﬂ‘ﬁ\i‘.a P‘g
- LA ,n-na,‘.‘- .
The economic entity expects to adopt the standard for the first time when the Minleter sets the §flectiie date

standard. iy r\'\
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ALFRED NZO DISTRICT MUNICIPALITY

Consclideted Financial Statements for the year ended 30 June 2017

Notes to the Consolidated Financizl Statements

2. New standards and interprefations (continued)

it Is uniikely that the stendard will have & meterial impact on the economic entity's consolidated financial statemente.

3.  Property, plant end equipment

Economic antity 2017 2016
Cost! Accumulated Carrying value Cost/ Accumulated Carrying vaius
Valuation depreclation Vaiuation depreciation
and and
accumulated accumulated
Impalrment impairment
Land 465,000 i 465,000 465,000 . 465,000
Buildings 50,308,179 (20,506,708) 38,802,474 57,426,161 (18,581,187) 36,844,974
Fumniture and fixtures 211,840 (1858,368) 23,571 211,840 (158,168) 53,772
Motor vahicles 34,800,075 {5913,187) 28,986,888 34,800,075 (3,086,825) 31,814,250
Office equipment 362,352 (347,375) 44,977 289,876 {173,134} 128,742
IT squipment 663,084 (442,384) 220,680 640,220 {348,344) 281,876
Infrastructure - 2,054,196,2080 (323,953,003) 1,730,243,187 1,806,720,888 (270,521,008) 1,536,160,880
Other properly, plant and 48,882,281  (20,445200) 26,416,981 42,862,281 (15,250,285) 27,611,996
aquipment '
Assets under construction 1,349,657,445 - 1,348,667,445 1,176,841,114 - 1,176,941,114
Total 3,546,627,616 (371,796,403) 3,174,831,213 3,120,467,665 (208,117.851) 2,812,348,714
Controiling entity 207 2016
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valuation depreciation Valuation depreciation
and and
accumulated accumulated
Impairment impafrment
Land 485,000 - 465,000 485,000 - 465,000
Buildings 57,583,187 (20,391,638) 37,181,548 £5,700,169 (18,523,654) 37,176,515
Finance leased assets 34,605,449 (5,751,425} 28,864,024 34,605,440 {2,082,980) 31,622,450
Infrastructure 2,054,196,280 (323,953,083)1,730,243,187 1,806,720,998 (270.621,008) 1,536,188,880
Cther property, plant and 46,862,281 (20,445290) 26,416,991 42662281 (15250,285) 27,611,996
equipment
Assets Under Construction 1,349,657 445 - 1,348,657 445 1,175,941,114 - 1,176,841,114
Total 3,543,369,642 (370,541,447) 3,172,828,195 3,117,295,011 (307,277,936) 2,810,017,075
Reconclilation of property, plant and equipment - Economic entity - 2017
Opening Addltions Disposals Transfers Other Depreciation Total
balance changes,
movemsents
Land 465,000 - - - - 455,00
~, Buildings 38,844 074 1,883,018 . - . (1,25,518) 3B,80247
Pumiture and fixtures 53,772 - : - - {30,201} 23,67
fiefor vehicles 31,814,250 . - - - (2,827,362) 28,086.88
iCe. Squipment 126,742 84 873 - - . (206,638) 14,97
g an 291,876 56,142 {12,788) - 2,878 (117 427} 220,68
i 1,536,199,801 . - 247,475,281 - {53,432,085)1,730,243,18
- 27,611,906 7,456,840 {2,088,014) . - {8,563,831) 26,416,998
o o, L :
riiction 1,176,841,114 422,088,885 - (247,475281) (1,897,273) - 1,349,657 44
. ] ‘;812,349,714 431,679,856 (2,100,802) - (1,894,395) (65,103,162) 3,174,831,21
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Econemic entity Confrolling entity

Figures in Rand 2017 2016 2017 2016

3. Property, plant and equipment {continued)
Reconclliation of property, plant and equipment - Economic entity - 2018

Opening Addltions Disposais Transfers Other Depreciation Total
balance received changes,
movements
Land 465,000 . : - 485,00
Buildings 30,516,505 1,253,897 (20,000} . {1.905,518) 38,844,897
Furniture and fixtures 84,049 - - - - (30,277) 53,77
Motor vehicles 24,370,063 10,836,810 - - (730,847) (2,752,776) 31,814,25
Office equipment 66,968 130,732 {26,595) - - (44,363) 126,74
IT equipment 423,751 21,777 (9,621) - . {144,061) 261,84
Infrastructure 1,436,673,197 - - 148,440,801 492,694 (49 380,8068) 1,536,225 59
Cther property, plent and 31,158,070 3,184650  (1,880,087) - = (4B4D637T) 2781168
equipment Ay
Asgets Under Consfruction 860,773,865 464,607,750 - {148,440,601) R - 1,178,841,11
2,393,531,658 480,135,616 {1,846,303) " (247,183) (59,098,528)2,812,375,29
/ \%
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Consclidated Financial Statements for the year ended 30 June 2017
Notes to the Consolidated Financial Statements

Economic entity Controfling entity
Figures in Rand 2017 2016 2017 2016
3. Property, plant and equipment {continued)
Reconciliation of property, plant and equipment - Controlling entity - 2017
Opening Additions Disposals Transfers Other Depreciation Total
balance received changes,
movements

Land 486 000 - . . 455,00
Buildings 37,176,615 1,883,018 (1,867 985) 37,191,564
Finanice Leased Assels 31,622 450 - - - (2.7688,436) 28,854,02
Infrastruciure 1,536,188,991 - - 24T 475281 - (53,432,085)1,720,243,18
Cther property, plant arwd 27611896 7,458,940 (2,088,014) - 6,561 {6,563,931) 26,425,585
equipment
Assets Under Consfruction 1,176,941,114 422,088,885 - (247,475281) (1,887,273} - 1,349 857 44

2,810,017076 431,428,843 (2,088,014) - {1,890,712) g_M,E&Z.-lST) 3,472,834,78

i ALk
o
7. S
- f& e N e {‘ -~
‘Q‘ 5. i
-

39



ALFRED NZO DISTRICT MUNICIPALITY
Consolidated Financial Statements for the year ended 30 June 2017

Notes to the Consolidated Financial Statements

Economic entity Conirolling entity
Figures in Rand 2017 2016 2017 2016
3. Property, plant and equipment (continued)
Reconclllation of property, plant and equipment - Controliing entity - 2016
Opening Additions Dispogais Trangfers Other Depreciation Impairment
balance changes, loss
movements
Land 485,000 = -
Buildings 37,780,603 1,253,887 (20,000) (1,847 885}
Finance leased assets 24,119,347 10,936,810 . - (739,847)  (2.683,850)
Infrastructure 1,436,673,197 - - 148,440,601 492 694  (49,380,806) (25,60
Other property, plant and 31,188,070 3,184,650 (1,890,087) . - (4,840,837)
equipment
Assets Under Construction 880,773,885 464,607,750 (148,440,801} - -
¢+ 2,390,980,782 479,883,107  (4,910,087) - (247,153) (68,763,2368) (25,60
A register containing the information required by section 63 of the Municipal Finance Managemant Act is avallable for
inspectian at the regisiered office of the municipality.
4, Intanglble asects
Economic entity 2017 2016
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valustion amortisation Valuation amortisation
and and
accumulated accumulated
impairment impairment
Computer software, intarnally 5,850,003 {2,362,346) 3,587 657 5,861,359 (2,362,345} 3,400,014
genarated
Computer software, other 441,284 (369,624) 71,660 441,284 {289,622) 151,662
Total 6,401,187 (2,731,970} 3,660,217 6,302,643 {2,661,967) 3,650,676
Controlling entity 2017 2018
Cost/ Accumulated Carrying value  Cost/ Accumulated Carrying value
Valuation amortisation Valuation amortisation
and and
accumulated accumulated
impairment impalirment
Computer software 5,958,903 (2,362,348) 3,607,667 5,861,358 (2,362,345) 3,499,014
Reconciilation of intangible assets - Controlling entity - 2017
Opening Other Amortieation Total
balance changes,
movements
Computer software 3,499,014 735173 (636 639}*’ @__3 5‘@2557
Reconcillation of Infanglble assets - Controlling entity - 2016 z"(n'i;,“% s \\\
- ! »,
Opening Addltions Other . f.mn @sﬁﬁ'nn 4 Total ‘\g
balance cha nges, o \ o ‘a \,
movemsrits ;. %
Computer software 3,460,110 253,437 +381 .394 @9& 3,409,014
I -

e
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ALFRED NZO DISTRICT MUNICIPALITY

Consdlidated Financisl Statements for the year ended 30 .June 2017
Notes to the Consoclidated Financial Statements

Economic entity Controlling entity
Figures in Rand i 2017 2016 2017 2018
6. Hperitage assels
Economic entity 2017 ‘ 2018
Cost/ Accumulated Carrying value  Cost/ Accumulated Carrying value
Valuation impairment Vajuation  impairment
losses logses
Art Collections, antiquities and 131,100 - 131,100 131,100 - 131,100
exhibits
Controlling entity 2017 2016
Cost/ Accumulated Carnrying value Cost/ Accumulated Carrying value
Valuatien  impairment Valuation  impairment
losses losses "
Art Collections, antiquities and 131,100 - 131,100 131,100 : - 131,100 -ww &
exhibits -
Reconelllation of heritage assete Controlling entity - 2017
Opening Total
balance
Art collections, antiquities and exhibits 131,100 131,100
8. [Investments in controlled entities
Name of company Held by % % Carrying Carrying
hoiding holding amount 2017 amount 2016
2017 2018

Alfred Nzo Development Agency 400,00 % 100.00 % 100 100

The carrying amounts of controlled entities are shown nat of impairment losses.

7. Long term recelvables

Leng Term Receivables 1,088,862 1,021,368 1,088,862 1,021,368
1,088,862 1,021,368 1,088,862 1.021,368

Provision for Impairment (844,366) (B44,366) (844,366) (844,366)
244,496 177,002 244 496 177,002

Tha lang term receivables relate to car loans Issued to former employees. These loans were issued at 8% per annum for4
years.These loans have been owing since 2004. The loans have been handed over to the lawyers for collection.The
recaverabillty of these amounts is not certain hence the provision for impairment.

8. Investments
Dug:ted at fair value
Iftve Long term investment - 82,180,158 .~ 32,160,158
f,ﬂ'Nedhﬁ:lal;Al:q;Lg term investment 6,815,159 5,911,658 6,615,158 5,911,659
RN . 6&,615,159 38,071,818 6,615,159 38,071,818
e %‘? - 8615158 38,071,818 6,815,158 38,071,818

USH : 1 - :




ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Statements for the year ended 30 June 2017
Notes to the Consolidated Financial Statements

Economic entity Controlling antity

Figures In Rand 2017 2016 2017 2018

8. Investments {continued)

Non-cumrent assets 6,615,158 38,071,818 6615,158 38,071,818
Currant assets - . .
Account Cashbook Cashbook Bank Bank Total

2017 2018 Statement Statement
2017 2018

Nedbank Aceount 6,615,159 £.911,659 £,615,169 5,206,232 24,348,208
Investec - 32,180,159 - 32,160,159 64,320,318

6,618,158 38,071,818 6,616169 37,366,391 38,668,527

8. Operating leass liability
Current liabilities (121,696) (45,761} (121,696) {45,761)

The operating lease liabliity reletes fo isased office space at Matatiele and Cerdavile. The minicipality also leases equipment
for disaster management. The leases have annual escalation clauses and in line with GRAP 13 these have been straight-lined

hence the lease llability,
10. Information on post retirement benefits
Retirement benefit iInformation

The municipailty makes provigion for post ratirement benefits to eligible counclliors and employess who belong to diffarent
pension schemes.

All councillors belong to Pension Fund for Municipal Councillors

Employses balong to a variety of approvad Pension and Provident Funds as described below. These funds ane governed by
Pension Funds Act and include both defined benefit and defined contribution schemes. All these afore -mentioned schames
are muiti employer plans and are subject to a tri annual or annual vaiuation.

DEFINED CONTRIBUTION SCHEMES

Currently the municipalily is making contirbutions to 3 Defined contribution pension schemes namely Samwu National
Provident Fund { SANPF), Municipal Councillors Penslon Fund { MCPF), Cape Joint Pension Fund (CJPF)

GRAP 25 requires the disclosure of the amount recognised as an expense in the current financial year, reflecting the
municipality's contfribution to these defined contribution schemes for the year

DEFINED BENEFIT SCHEMES

The municipality curently participates in Municipal Employees Pension Fund (MEPF), Government Employees Pension Fund(
GEPF) Natal Joint Municipal Pension Fund { NJMPF), South African Local Autherities Pension Fund { SALA).

All these are mulfi smployer schemes aind sufficient information is not available for the municipallty to fully comply with the
requirements of GRAP 26 with regards to defined benefits scheme. Plan asseis s one portfolio and not notionelly aliocated
to each participating employer, the plan financial assets are not constructed separately for aach participating employer but
rather in respact of the whole plan including all participating employees. Contribution rates do not usually vary by participating

employers.

The standard requires disclosure of the amount recognised as an expense In.the curment financial year, reflecting
municipality's contribution pald to these defined benefit achemes In respect Of-ﬂ:IIS perod.

4 : K
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Statements for the year ended 30 June 2017
Notes to the Consolidated Financial Statements

Econamic entity . Controlling entity
Figures in Rand 2017 2018 2017 2016
11. [nventories
Cansumable stores 47858277 2,601,308 4. TE9,2TT 2,601,308
Water 3,34D,744 2,556,485 3340744 2,556,485
Stationery - 380,985 - 360,986

8,139,021 5,648,780 8,139,021 5,648,780

11.1 Water Losses

Water stock opaning balance 206,080 205,846 208,080 205,846
Produced { volumes) 5,944,574 5,269,129 5,844,574 5,259,129
Less Water sales {612,522}  (1,201,084) (612,522) (1,201,064}
Less Water Stock closing balance (207,480} {206,060) (207,460) (208,080}

5,330,652 4,057,851 6,330,652 4,067,851

Gost of producing one cubic meter ' 18 12 18 12

Water loss in rands 86,071,186 53,523,055 86,071,195 53,623,055
Water loss as a % of produced 80 77 a0 77

12. Recsivables from exchange transactions

Other receivables 1 563.QSé

Other debtors 1,079,223 103,173 - .
Consumer debtors - Water 12,188,777 13,845,785 19,188,777 13,845,785
Consumer debtors - Sewerage 913,650 2,100,763 913,550 2,100,763
Consumer debtors - Other 2,046,444 1,063,651 2,046 444 1,083,551

23,791,962 17,113,282 22,148,771 17,010,109

Groes Amount

Water 08,875,647 B8B,525868 98,875647 88,525,808
Sanitation 12,752,273 12,273,480 12,752,273 12,273,490
Other 2,034 445 2815947 2,865,222 2,512,774

145,562,365 103,416,305 114,483,142 103,312,132

Less Impalrment Provision

Water (79,686,860) (74,680,073) (70,606,860) (74,680,073)
Sanitation (11,838,723) (10,172,726) (11,838,723} {10.172,726)
Other {820,801}  (1,470,346) {829,801)  {1,470.,346)

(92,3665,453) (BB,323,145) (92,356,493) (86,323,145)

Net Balances
Water 19,188,777 13,845795 10,188,778 13,845,795
ewerage 913550 2,100,764 913,550 2,100,764
f!’ 3,125667  1,145601 2025321 1,042,428
7 TN 23,227,904 17,092,160 22,127,648 18,988,987
Sy, N , S
"{l?-. .@ i,
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Statements for the year ended 30 June 2017
Notes to the Consolidated Financial Statements

Economic entlty

Controliing entity

Figures in Rand

2017

2018

2017

2016

12, Recelvables from exchange fransactions (continued)

Water

Tne credit quality of trade and other receivables that are neither past nor due nor impaired can be assessed by rsference to
external credit ratings (if available} or to historical Information about counterparty default rates:

Current [ 0-30 days} 1,631,025 2,419,880 1,631,026 2,419,880
31-80 deys 1,233,916 1,915,344 1,233,816 1,815,344
$1-80 days 1,548,924 2,275,561 1,548,924 2,275,561
91-120 days 1,258,808 1,468,429 1,258,908 1,466,429
>120 days 3,202,874  B0448644 93,202,874 80,448,644
98,875,647 88,525868 98,875,647 88,525,868
Sewerage
Current (0-30days}) 314,587 222,008 314,587 222,068
31-60 days 304,152 210,308 304,152 210,308
61-90 days 295,071 207,105 285,071 207,105
81- 120 days 281,518 204,615 291,518 204,618
>120 days 1,546,846 14,420,384 11,546,948 11,429,364
2,752,214 12,273,490 12,762,274  12,273.400
Other
Current (0-30 days) 28,850 960,650 22,890 960,650
31-60 days 28,880 28,800 29,890 28,880
61 - 90 days 28,880 20,880 29,6800 29,890
81-120 days 29,880 4,880 28,800 4,880
»120 days 3,814,886 1,660,837 2,735,663 1,487 464
3,834,448 2,615,947 2,856,223 2,512,774
Summary of dsbtors by customer classification
Consumers
Cunrent (0-30 days) 1015872 1,168,128 1,015,872 1,169,128
31 60 days 782390 1,060,081 782,390 1,060,081
61- 90 days 79,118 1,000,207 979,118 1,000,207
81-120 days 804,479 885,768 894,479 865,768
>120 daye 68,067,776 658,573,808 68,067,776 58,573,608
Subtotal 72,730,636 62,668,772 72739636 62,688772

Les=s Impaimment Provisicn

{69,395,219) (60,838,555) (56,305,219} (80,838,555)

3,344 417 1,845,217

3,344 417

1,848,217
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ALFRED NZO DISTRICT MUNICIPALITY
Censolidated Financizal Statements for the year endad 30 June 2017

Notes to the Consolidated Financlal Statements

Economic snfity Controlfing entity
Figures in Rand 2017 2016 2017 2018

12, Recelvablos from exchange transactions {continned)

Trade and other receivables which ane lesa than 3 months past due are not considered to be impaired. At 30 June 2017, -

(2016: -) were past due but nof impaired,

The ageing of amounts past due but not Impalred Is as follows:

Industriall Commercial
Curtent (0-30 days) 422 845 1,766,540 422, 845 1,768,540
31-60 days 359,633 612,507 354,633 612 507
B1-80 days 393,242 931,061 393,242 931,051
91-120 days 386,305 599,143 386,306 599,143
>120 days 20,488,249 11,181,683 20,480,249 11,181,692
Subtotal 22,051,274 15080034 22,051,274 15080834
Less impairment Provision (10,858,801) (9,624,034) (10,558,801) (9,624,034)
41,492,473 5,466,200 11,492,473 5,466,900
Churches
Current (0-30 days) 22,200 35,210 22,200 35,210
31-60 days 46,679 31,830 46,678 31,830
61-90 days 23,027 28,368 23,027 28,368
91-120 days 20,354 21,928 20,354 21,920
>120 days 1,330,645 1,522,378 1,330,645 1,522,378
Subtotal 1,442,905 1839815 1442905 1,639,815
Less Impairment Allowance (1.388,868) (1,611,377) (1,388,088} (1,611,377)
53,837 28,438 83,937 28,438
National and Provinclal Government
Currant { 0-30 days) 514,584 631,781 514,584 631,769
3160 days 378,256 451,045 379,256 451,045
61-80 days 478,487 552,631 478,497 562,931
81-120 days 276178 169,083 278,178 169,083
>120 days 15,182,433 19,575,019 15182433 18,675,018
Subtotal 16,833,948 21,379,838 16,833,048 21,379,83¢
Less Impairment provision (10,228,971} (12,777,834) (10,2268,971) (12,777,834}
6,608,977 8,602,005 6,806,877 6,602,005
Other Sundry
»>120 days 2,484,603 2,615,947 1,416,380 2512774
Less allowance for impalrment {785,536) {1,470,346) {785,536) (1,470,346)
1,708,067 1,145,601 628,844 1,042,428
Totzl
Current (0-30 days) 1,975,502 3802638 1975502 3,602,638
31-80 days 1,567,058 2155542 1587958 2,155,542
61-80 days 1,873,885 2512556 1,873,888 2,512,556
81-120 days 1,680,316 1,675,823 1,580,316 1,875,923
Fzl20 days 108,564,705 83,468,845 107485482 63,385472

f ? %QM Provision

115,562,368 103,415204 114,483,143 103,312,131
(92,355,404) (B6,323,145) (92,355,494) (86,323,145)

23,208,872 17,092,059 22,127,648 16,988,986

“%yz; . Ggq\i
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Statements for the year ended 30 June 2017
Notes to the Consolidated Financial Statements

Econamic enfity Controlling entity

Figures In Rand 2017 2018 2017 2016

12. Recelvablos from exchange transactions (continuad)
Reconciliation of provision for impairment of trade and other recsivables

Opening balance BB,323,145 64,218,170 86,323,745 64,218,170
Provision for impairment £,032,348 22,104,875 6,032,348 22,104,975

923654583 86,323,148 92,3556493 86,323,145

Consumer debtors pledpged as security
No consumer debtors were pfedged as security during the year.

Credit quality of consumer receivables

The tredit quality of consumer recsivables from exchange transactions that sre neither past due nor impaired can be sssesed
for indications of impairmant. The municipality considers that the above financial assets that are not impaired at each of the
raporting dates under review are of good cradit quallty. The municipallty continously monitors eonsumers and identified groups
by referenca to average paymant history and incoporatas this information inta its cradit risk control. Na extemal credit rating is

performed,

Consumers recaivables are billed monthly. No intereet is charged on consumer recelvables. An Imputed itterest has been
cslculated to comply with the provisions of GRAP @ paragraph 15 of revenue recognition. The municipality enforces its
approved credit control policy to ensure the recovery of consumer receivables. Deposite are required to be paid for all weter

accounts cpened.
None of the financial assets thet are fully performing heve been renegotiated in the last year.

13. Recgivables from non-sxchanpe transactions

Steff Loans 1,053,251 1,063,251 1,053,251 1,053,251
Sundry Debtors : (1) (1)
Staff Debtors - 25 487 - 25,487

1,053,251 1,078,737 1,083,251 1,078,737

Recelvables from non-exchange fransactions pladged as security

There ne other receivables that have been pledged as security.

Credit quality of recefvables from non-exchange transactions

The credit quality of other receivables from exchange transactions that are neither past due nor impaired can be assesed for
Indicators of Impairmant. The municipfty considers that the above financial assets that ara not impalred at each of the reporting
dates under review are of good credit quaiity. The municipality continously monitors the receivables by reference to average

payment hitory and Incorporates this information Into ite credit risk control. No extemnal credit rating is perfomed.
None of the financial assats that were fully parforming have been renegotiated in the last year.

14. VAT recelvable
0'\_
VAT 13,702,803 1,953,628 20.369,23%/ 6,396.229

VAT is payable on a cash basis, once payment has been received from Debtors, then VAT e paid ov 6%?:
e G} qta""
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ALFRED NZO DISTRICT MUNICIPALITY

Consolldated Financial Statements for the year ended 30 Jure 2017
Notes to the Consolidated Financial Statements

Economic entily

Controliing entity

Figures in Rand 2017 2016 2017 2016

15, Cash and c¢ash equivalents

Cash and cash equivalents consist of:

Short Term Deposits 10,332,866 28,260,750 8,708,128 27,356,523

Bank befances 188,227 9,012,821 185,482 8,012,821

Bank overdraft - (28,308) - -
10,519,113 37,254,263 9,893,610 36,369,344

Cument assats 10,619,113 37,282,571 8,893,610 36,369,344

Current babillties - (28,308) ) =
10,819,113 37,254,263 8,893,610 36,369,344

. ~Short term deposits are investments with a maturty of less than 3 months and eam interests

annum.

Credlt quality of cazh at bank and short term deposits, excluding ¢ash on hand

rates varying from 0% to 4.5% per

The credit quality of cash at bank and short ferm deposits, excluding cash on hand that are nsither past due not Impaired can
be assessed by refarence o external credit retings (if available) or historical information about counterparty default rates:
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Statements for the year ended 30 June 2017
Notes to the Consolidated Financial Statements

Economic entity Controliing entity
Figures in Rand 2017 2016 2017 2016
15. €Gash and cash equivalents {(continued)
The municipaiity had the following bank accounts’
Account number / description Bank statemeant balances Cash book balances
30 June 2017 30 June 2016 30 June 2015 30 June 2017 30 June 2016 30 .June 2015
Main Account - Current Account 14,182,883 8,184,688 2,604,072 185,482 0,012,821 2,696,148
# 62024932974
ANDM Main Account # 7.446.060 27 581 7.345,088 7,446,960 8,402 568 7,345,088
62474384553
Attic Account- Call Account: 14,178 212,653 718,506 14,175 212,653 718,506
Account #62058630348
DBSA-MIG Front loading 2,528 5,748 5442 2,528 5,748 5442
Account ¥ 62425228732
Disaster Relief AC/Rural 517,855 1,158,507 498, 870 £17,855 1,484,956 488,870
R.Asset #62454657720
Dwarf Capital Account 25 424 8,536,574 432,674 25,424 3, 036 982 432674
#62027459371
EPWP Account # 620585837110 61,633 9,204 491,143 61,633 9,204 491,143
FMG 50868 493,811 249,583 5,068 328422 249,583
MWIG Grent/LED Capacity 32,153 2,060,879 89.612 32,153 2,060,879 99,612
Account# 62033034448 )
MIG Account # 62085368328 99,5684 306,268 368,924 99,564 306,269 388,924
MSIG Account # 62027455808 4 85¢ 678,817 360,605 4,869 377,172 360,605
Reserve Fund Account # 505,800 9,023,167 54,448,228 505,800 0,023,167 54448228
62027458559
Rural Housing & Development 3,467 3,609,854 5,412,985 3,467 3,608,045 5,412,985
Account # 62027458559
Sport & Recreation Account # 164,372 7,043 7.641 154,372 7,043 7.641
62025448855
Thatha/ ISDG Account # 834,470 8e1,768 768,749 834,470 451,615 768,748
682093580136
FNE Main Actount - 748 (28,308) 745 (28.,303) -
622165280366
FNB Bank - Livestock Call 3,708 3,498 - 3,708 3,408
Account- 62238128351
FNB Bank -SMME Call 1,283 65,960 - 1,283 65,069
62238128517
FNB Bank -Tourism Call 1,451 4,733 - 1,451 4,733
Account- 62238128781
FNB Bank- Fruit and Vag Call 1,662 1,470 1,662 1470
Account- 62238120084
FNB Woodcluster- Call 1,573 1,483 - 1,573 1,483
ACCOUNT 5223519804
FNEB Bank- ANDA Reserve Fund 407,211 2,821 407,211 2,821 -
62238130231
FNE Bank - Grain Call Account- 205,149 B30,557 - 205,149 830,657 -
62238127040
FNB Bank- Cut Flower Call 2,331 2,108 2,331 2188 - -
Account- 82238128129 ,» \
Petty Cash , . = - 500
Total 24,518,114 37,089,184 73,830,132 10,515,113 %@’f 73,822 z:i\
-~
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financigl Statements for the year ended 30 June 2017
Notes to the Consolidated Financial Statements

Economic entity Controliing entity

Figures in Rand 2017 2018 2017 2018
16. FInance loase obligation
Minlmum lease payments due
- within one year 8,531,749 11,830,550 8,531,749 11,930,560
« in sacond fo fifth year inclusive - 8,531,749 - 8,531,748

8,631,748 20,462,308 8,531,749 20,462,308
less: future finance charges (338,493) (1.803,517) (336,493) (1,803,517)
Present value of minimum lease payments 8,183,256 18,658,792 8,193,256 18,658,782
Present value of minimum lease paymenis due
- within one year 61693256 10465536 8,193,256 10,465 536
- in second to fifth year inclusive - 8,183,256 - 8,183 256

8,163,266 18,668,782 8,193,256 18,858,792

>

Non-current liabilities - 8193256 - *%¢ 193,256
Current liabilities 8,206875 10465535  B205676 10465535

8,206,675 18,658,791 8,205,675 18,668,791

The lease liability relates to motor vehicles acquired during the 2014/2015 and 2015/2016 financial years. The lease term is 32
months with effective interest rate 10.5%. The net book value as reportad under note 3

The entity's obligations under finance leases are secured by the lsesors charge over the ieased assets.
17. Unspent cenditional grants and receipts
Unspent conditional grants and receipts comprises of:

Unspent conditionsl grants and racalpts

Department of Water Affairs - 65,500 -
Municipal Infrastructure Grant - m - (1}
Municipal Systems Implementation Grant {1} ()] -
Municipal Health Grant - 4] - (1)
WS0G . 3,934 836 = 3,934,635
Infrastructure Skills Development Grant 405122 1 405,122 1
Regionsl Bulk Grant . 2,636,874 - 2,635,874
Rural Housing - 1,327,264 - 1,327,254
405,121 7,964,262 406121 7,888,762

The nature and extent of government grants racognised In the consolidated financial statements and an indication of cther
forme of government assistance from which the economic entity has directly benefited;

Unfulfited conditions and other contingencies attaching to government assistance that has been recognised.
See note 29 for reconciliation of grants from National/Provincial Gavernment.

These amounts are invested in a ring-fenced investment until utilised.
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Statements for the yeer ended 30 June 2017
Notes fo the Consoclidated Financial Statements

Econamic entity Controlling entlty
Figurgs in Rand 2017 2018 2017 . 2016
18. Pruovisions
Reconclilation of provisions - Economic entity - 2017
Opening Additions Utilised Total
Balance during the
year
Current Portion Long Service Award 1,389,405 (291,615) - 1,087,780
Non Current Partion Long Service Award 5,885,707 1,764,898 (1.574,143) 5,088,462
7,286,112 1,473,283 {1,574,143) 7,184,262
Reconclliation of provisions - Economic entity - 2016
Opening Additons Utilised Total
Balance during the i -
year i
Provision 1 752,728 636,577 - 1,388,405
Provision 3 5,966,482 {60,778) 5,885,707
6,708,210 836,677 (60,778 7,285,412
Raconclliation of provisions - Controlling entity - 2017
Opening Additions Utilised Total
Balance during the
ar
Current Long Service 1,389,405 (291,615) - 1,097,720
Nen Current Long Service 5 8085,707 1,764,898 (1,574,143) 8,086,482
7,285,112 1473,283  (1,574,143) 7,184,252
Reconclliation of provisions - Controlling entity - 2016
Opening Additions Utilised Total
Balance during the
year
Current Long Service 762,728 836,677 - 1,382,405
Non Current Long Service 5,956,482 - {60,775} 5,806,707
6,709,210 636,677 (€0,775) 7,285,112
Nen-current liabilities 6,086,462 5,885,707 6,086,462 5,885,707
Current iablliies 1,067,790 1,388,405 1,097,780 1,389,405
7,184,252 7,285,112 7,184,262 7,285,112
sl
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ALFRED NZO DISTRICT MUNICIPALITY

Censolidated Financial Statements for the year ended 30 June 2017

Notes to the Consolidated Financial Statements

Economic entify
2017 2016

Controlling entity
2017 2016

Figures in Rand

18. Frovisione (continued)

The municipeity operates an unfunded defined banefit plan for all its smployees. Under the plan, a Long- service award is
payable after five vears of continueus service and every five vears thereafter to employess. The provision is an estimate of the
long service haged on historical staff tumacver. No other long service benefits are provided ta employses. These provisions are
made fo enable the municipality to be in a position to fulfil ite known legal obligations when they become due and payable.

The most recent actuarial valuations of plan assefs and the prasent value of the defined bensfit abligation were carried out at
30 June 2017 by Mr C Weiss Fellow of the Actuarial Society of South Africa. The present vaiue of the defined banefit
pbligation, and the related current service cost and past service cost, were measured using the Projected Unlt Credit Method.
At year end, 438 { 2016: 417) employeas were eligible for Lang Service Awarde.

Staff leave accnye to the staff of the municipality on an annual basis, subject to certaln conditions. The provision is an estimate
of the amaunt ¢ue at the reporting date. -

L

The principal assumptions used Tor the purpose of

the acturial valuations were as folows

Discount rate % 8 8 8 B
Cost Inflaticn Rate % 6 7 6 7
Net Effectiva Discount rate % 2 1 2 1
Expected retirament age - Females 60 0 &L €0
Expected refirement age- Malas 1 65 65 85
Movemsnts In the presant vziue of the Defined
Obligation were as follows:
Balance at the beginning of the year 7,285,112 8,708,210 7.285.112 6,709,210
Current service cost 814,964 895,264 914,964 895,264
Interest cost 558,319 500,680 558,318 500,680
Benefits paid (1,389,405} (752,728)  (1,389,405) (752,728)
Acturial gains (184,738). {67,314) (184,738) (67.314)
Present Value of Fund &t the end of the Year 7,184,252 7,286,112 7,184,252 7,285,112
The amounts recognised in the Statement of
Financial Performance are as follows
Current service cost 914,964 895,264 914,864 895,264
Interest cost 558,319 500,680 558,319 500,680
Acturial gains {184,738) (67.314) (184,738) {67,314)

1,288,545 1,328,830 1,288,545 1,328,630
The history of experienced adjustments is as follows

2017 2016 2015 2014
Present Value of Defined Value Obligation 7,184,252 7,285,122 6,780,210 897,291
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ALFRED NZO DISTRICT MUNICIPALITY
Consolidated Financial Statements for the year ended 30 June 2017

Notes to the Consolidated Financial Statements
Economic entity Controlling entity
Figuras in Rand 2017 2016 2017 2016

19. Long Term Loan

Annuity loan Is with the Development Bank of South Africe over a period of 25 years and st an interest rate of 11.47% per
annumn.

The municipality did not default on any payment of its Long Term Liabllities. No terms for payment were re-negotiated by the
municipality.

An Investment with Nedbank (Account Number 78811 71046/0002) has been ceded &s& security for the loan
Refer to Appendix for more detail on Long term liabilities,

Development Bank of South Africa )
Non Cument at Amortised Cost 7,408,487 8,070,300 7,408,437 8,070,300

Current at Amortised cost 882,645 830,664 892,645 839,564
] 8,301,082 8,009,864 8,301,082 8,900,864

20. Payables from non exchange transactions

Unsllocated Credits relate to customer deposits made into the municipality bank account but can not be allocated to a
particular customer as the [dentity of the customer Is unknown

Staff Loan 283,042 - 283,042
Unellocated 376,458 860,688 376,458 850,568
376,458 1,133,608 376,458 1,133,608

21. Payables from exchange transactions

Trade credltors 5038350 13,380,215 2,449,720 8,515,268
Accruals 91410118 80,801,947 81367412 B0,155,828
Interest and penalties 628,089 851,441 ‘
Accrued leave pay 18,439,214 10975852 17,838,232 10,365,683
Accrued bonus 4,102,307 3,770,142 4,102,307 3,770,142
Retentions 50,171,186 43,102,601 60,171,165 43,102,681
Third parfy payments (1,882) 4,830,456 (1,882) 4,830,466
Alfred Nzo Development Agency - 2,715 - 2715
Vat accrual - (1,101,141) - {1,101,141)
Other creditors 163,667 2,001 151,656 .
Other Creditors 40,740 - (702,260)
Debtore with credit balances 480,564 - 480,564 -
170,472,323 166,726,318 165,958,914 145,742,743

22, VAT payable

23. Revenus

Service charges 14,746,047 25168337 14,745,947 25,168,337
Rental of facilities and equipment 433,587 233,881 433,587 233,981
Agency services 26,323 19,915 26,323 18,915
Other income 2,253,208 4,261,883 2,171,276
Intereat recaivad - investmant 17,877,882 10,207,910 17,847,268

Government grants and subsidies 959,404,332 204,163,357 957,811,832

1,430,028 T N
994,841,370 945,485,391 982 836338, 5

Public contributions and donations
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financlal Statemants for the year ended 30 June 2017
Notes to the Consolidated Financial Statements

Economic entlty Confrolling entity
Figures in Rand 2017 2018 2017 2016
23. Revenue {continuad)
The amount included in revenue arising from
exchanges of goods or services are as follows:
Service charges 14,745,947 25,168,337  14,7458947 25,168,337
Rental of facilities and equipment 433,587 233,981 433,687 233,981
Agency services 26,323 19,915 26,323 19,915
Other income 2,283,208 4,261,863 2,171,278 4,243 442
intarest received 17877882 10,207,810 17,847,268 10,154,811
35,437,038 39,802,006 35224403 39,820,486
The amount inciuded in revenue arlsing from non-
exchange transactions is as follows:
Transfer revenus
Government grants & subsidies 458404332 04,163,357 957,611,832 903,403,357
Public contributions and donations 1,430,028 - 1,430,028
959,404,332 905,593,385 957,611,832 904,833,385
24. Service cherges
Water charges 12,523,900 23,638,871 12523009 23,638,871
Sewsrage snd sanitation charges 2,222,038 1,529,488 2,222,038 1,529,466
14,745,947 26,168,337 14,745,947 25,168,337
26. Rental of facliifles and equipment
Premises 433,587 232,577 433,587 232,577
Venue hire - 1,404 1,404
433,587 233,981 433,687 233,981
Premises 433,587 233,881 433,587 233,981
Garages and parking - - - .
Facilities end equipment - -
26, Other income
Clearance fees 42,620 - 42,620
Fire Levy 21,738 1,922,482 21,736 1,822,482
Sundry Income - 268,204 - 268,204
Tender Deposits 4D4 298 412,025 322,278 394,857
Other income 8 . 1,053 - .
Sassata 1,522,707 1,385,408 1,522,707 1,388,489
Insurance claim 261,937 269,600 281,937 260,600
2,253,299 4,261,863 2171,278 4,243,442
_,’ﬂi‘h ~Jnterest revenue
d ez,
A frymn
IntaraQ y 'ﬁ‘m\
Call &gs o 8,236,305 10,207,910 8,107691 10,164,811
Interest ori oygrdue’tighiers - 9,730,577 a4 - 8,738,577 .
7 1 o I ‘7 17,677,882 10,207,310 17,647,268 10,164,811
1
S, 53
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Consolidated Financial Statemants for the vear ended 30 June 2017
Notes to the Consolidated Financial Statements

Economic entity Controlling entity
Figures in Rand 2017 2016 2017 2016
28. Transfers and subslidies
Other subsidies
Other Grants 78,660,470 23,510,220 93,187,406 42 858,910
Fras Basic Services - 1,061,484 1,061,484

76,669,472 24,671,114

93197406  43,918404




ALFRED KzO DISTRICT MUNICIPALITY

Consolidated Financial Statements for the year ended 30 June 2017
Notes to the Consolidated Financial Statements

Economic entity Controlling entity

Figures in Rand 2017 2016 2017 2016
29. Government grants and subsidies
Operating grante
Equitable Share 387,046,835 364 650,000 387,046,635 364,850,000
Finance Management Grant 1,325,000 1,325,000 1,460,000 1,325,000
Municipal Health 1,792,500 1,384,847 634,847
Municipal Water Infrastructure Grant -~ 891,071,000 < 91,071,000
Local Government SETA 649,525 163,021 849,525 163,091
Human Settlement Disaster Grant - 600,000 - 500,000
National Heritage Grant 405,000 - 405,000 -
Attic 145,874 - 145,874
Energy Efficaincy and Demand Managament 8,000,000 13,000,000 8,000,000 13,000,000
Rural Housing 1,327,253 1,686,299 1,327,253 1,665,200
Local Economic Davelopment Capacity 300,000 300,000
Municlpal Systerns Improvemant Grant - 930,000 - 930,000
Expanded Public Works Programme 6,008,001 4,853,000 6,006,001 4,853,000
Water Services Oparation Grant 101,171,000 6,065,365 101,171,000 6,065,365
Municipal Infrastructure Grant 361,497,000 384,744,000 381,497,000 384,744,000
Regional Bulk Infrastructure Grant 83,207,538 27,088,241 83,287,538 27,088,241
Department of Trensport 2,157,000 2,100,000 2,157,000 2,100,000
HWSETA 1,762,500 760,000 ;
Sports and Culture - 363,618 - 363,818
Water Conservation and Demand Management - 279,491 . 279,491
Infrastructura Skills Development Grant 4,584 880 3,324,331 4,594 880 3,324,331

861,061,832 904,923,357 957,611,832 903,403,357

961,061,832 004,823 357 ©57,611,832 903403357
Equitable Share

In terms of the Constitution, this grant Is used to subsidise the provigion of basic setvices to indigent community members and
also to assist poor municipalites with financing their opsretional expenditure.

Expanded Public Works Programme

Cumrent-year receipts 6,008,000 4,853,000 6,008,000 4,853,000
Conditions met - transfered to revenue (6,008,000) (4,853,000} {6,006,000) (4,853,000)

- - - -

Conditions still to be met - remain Nabilities (see hote 17).

EPWP grant is used to incentivise municipalities to expand work creation efforts through the use of labour Intensive delivery
methods in the following ldentifled focus areas, in compliance with the EPWP guidelines: road maintenance and maintenance
of buildings, low traffic volume roads and rural roads, besic services, infrastructure, including weter and sewer reticulation,
sanitation, pipelines ( excluding bulk infrastructure) other economic and social infrastructure, tourism and cultural industries,
waste management, parks and beautification, sustainable lend based livelihoods, social services programmes ard community

safety programmes.

930,000 930,000
{930,000) . (830,000)
S n;\ ¢ . - :
N COndlhons 4@0 be m%? 4, \}*M{blllhas {see note 17).
(2'9 < \
Z) .

\ / “



ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Statements for the year ended 30 June 2017

Notes to the Consolidated Financial Statements
Economic entity Controlling entity
Figures in Rand 2617 2016 2017 2016

29. Government grants and subsitdies (continued)

The grant wes used to establish and review policies, by laws, intemal contrel systems and preparation of @ GRAP compliant
Asset Register. Funds for this grant were not received and no communication was received from treasury.

Finance Management Grant

Current-year receipts 1,460,000 1,325,000 1,480,000 1,325,000
Conditions met - trensferred to revenus (1.480,000) (1,325000) (1460,000) (1,325,000)

Conditions etill to be met - remain liabilifies (see note 17).

- The Finence Management Grant is alfocated to municipalities to assist in building in houee capacltyto petform their functions
and to improve and stabilse municipal systems. No funds have been withheld.

Municipal Infrastructure Grant

Balance unspent at beginning of year {n {1} (1)
Currant-yaar recelpts 361,487,000 384,744, 000 381,497,000 364,744,000
Conditions met - fransferrad to revenue (361,486,098) (384,744,001} (361,406,008) (384,744,000)

- (1) - (1)

Conditions still ta be met ~ remain liabllities (saa note 17).

The grant is maant to eradicate basic municipal infrastructure backlogs for poor households, micro enterprises and social
institutions servicing poor communities.

Department of Tranaport

Current-year raceipts 2,157,000 2,100,000 2,157,000 2,100,000
Conditicns met - transferred o revenue (2,157,000) (2,100,000} (2,157,000)  (2.100,000)

The grant is used to supplemant projects for the repair of roads and bridges damaged declared natural disasters,
Conditions still to be met - remain liabilities (ses note 17).

Lecal Economic Development Capacity
Balance unspent at beginning of year - 300,000 300,000
Current-yesr recaipts - (300,000) - (300,000)

Canditions still to be met - remaln liabllities (see note 17)
The grant is meant to asslst in local economic devalopment and the promotion of tourism. No funds have baeh withheid .

Municipal Health
Balance unspent &t beginning of year {1} ?‘P&'ﬁ
Conditions met - transferred to revenue 1 (1) (-?, -C B (524, 8+

e : -
o v ‘;,‘\) ""'-‘ ‘:\“" ‘ ‘\’%‘\‘
Conditions still to be met - remain Rabilities (see note 17). ch
The grant Is & contribution towards addressing health issues in the aress of ocal mumclpglltles in the d%tnct
\

56 \
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ALFRED NZO DISTRICT MUNICIPALITY
Consolidated Financial Statements for the year snded 30 June 2017

Notes to the Consolidated Financial Statements

Econemic entity Controlling entity

Figures in Rand 2017 20186 2017 20186
29. Government grants and subsidiee (continued)
Water Serlvces Infrastructure Grant
Balance unspent at beginning of year 3,834 635 3,934 635
Current-year receipts 101,474,000 10,000,000 101,171,000 10,000,000
Conditicns met - transferred to revenus (101,171.000) (6,085,365} {101,171,000) (£,065,365)
Recalled by Treasury {3,834,635) - {3,934 635)

- 3,934,636 - 3,934,635

Condltions stil fo be met - remain liabilities (see note 17),

The grant is meant to facilitate the planning and implementation of various watar and sanitation projects to accelerate backlen
reduction and Improve the sustainabilty in prioritised district municipalities.

Water Conservation and Demand Management

278,481
(279,481}

279,491
(279,491}

Balance unspent at beginning of year
Ceonditions met - fransfermed to revehue

Conditions still to ba met - remain liabilities {see note 17).

The grant has been allocated to assist the municipality to establish water conservation and demand management sysiems

Sports and Culture

Belance unspent at beginning of year 383,818 - 363,818
Conditiohs met - transferred to revenue - (363,818} - (363,818)
To facilitate sport and recreation in paricipation and employment in parinership with relevant etakeholders.

Conditions still to be met - remain liabilities {see note 17).

Disaster Human Seattlement Grant

Current-year receipis - 500,000 - 500,000
Conditions met - fransferred to revenue - (500,000} - (500,000}

This grant is used to rehablitate and reconstruct municipal infrastructure damaged by disasters and to provide for the
immediate release of funds for disaster respongs.
Conditions sfill to be met - remain Gabilities (see note 17).

meucmm Skllis Development Grant
“ e
Bal nt at beginning of year 1 324,332 1 324,332
C i _ 5,000,000 3,000,000 5,000,000 3,000,000
Conditibfie. met % to revenue {4.594,879)  (3,324,331) (4,504,878) (3,324,331)
BTN/ 405,122 1 405,122 1 =

—
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ALFRED NZO DISTRICT MUNICIPALITY

Congolidated Financial Statements for the year ended 30 June 2017

Notes to the Consolidated Financial Statements
Economic entity Controlling entity
Flgures in Rand 2017 2016 2017 2018

29. Government grants and subsidies (continued)

To recrult unemployed graduates into municipalities to be frained as per the requirements of the relevant statutory councils
within the built envirenment.

Reglonal Bulk Grant

Balance unspent at beginning of year 2,836,674 545,342 2,636,674 545,342

Curreni-year receipts 80,660,664 20179773  BO.660,664 20,179,773

Conditions met - transferred to revenue (83,297,538) (27,088,241) (83,207,538} (27,088,241)
- 2,636,874 - 2,636,874

Conditfons still to be met - remain liahilitias (sae note 17).

Aty #1%
The grant was used for construction of dams which will provide susteinable water supply te the communities of Umzimvubu and
Matatiele local municipality areas. The grant is transfered from DWA.

Fire and Emergency

Batance unspent at beginning of year - 868,661 - 668,661

Other - (668,661) - (868,661)
Conditions still to be met - remain liabifities {sea note 17).

Attic

Balance unapent at beginning of year - 145,874 - 145,874

Conditions met - transferred to revenue - (145,674} -

(145,874)

Conditions still to be met - remain liabllities (see nota 17),

The grant is & contribution towards exidressing HIV/AIDS Issues in the areas of the local municipalities in the district and was
used for the purchase of drugs , home bassd care kits,etc. No funds have been withheld.

Rural Housling

Balance unspent at baginning of year 1,327,264 2,892,553 1,327,254 2,882,553
Conditions met - transfarred to revenus {1.327,264) (1,585299) (1,327.254) (1,585,299
- 1,327,254 - 1,327,254

To provide specific capital funding for the reduction of rural sanitation backlogs and to terget existing houssholds where bulk
- depandant servicas are not viable,
2l

Conditions still to be met - remain liabilities (see note 17).

Municipal Water Infrastructure Grant

#

oo .
Current-year recalpts - 91,071,000.-", ,‘-"E('lc"?\ 81,071,090
Conditions met - transfemed to revenue e - (@ ,()'.H,(}tlb)';v'..--_1 w0 - (81,071,0

e W
= - = a2 L 'B "
N e
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ALFRED NZO DISTRICT MUNICIPALITY
Consolidated Flnancial Statements for the year ended 30 June 2017
Notes to the Consolidated Financial Statements
Economic entity Confralling entlty
Figures in Rand 2017 2016 207 2016

28. Government grants and subsidies (continued)

To facifitate the planning, accleration and implementation of varicus projects that will ensure water supply to communities
identified as not receiving 2 water supply service.

Conditions till to be met - remain liabilities {see note 17),

Provide explanations of conditions stilt to be met and other relevant information.

Energy Efflciency
Cument-yaar receipts 8,000,000 13,000,000 8,000,000 13,000,000
Cendifions mef - transferred to revenue (8.000,000) (13,000,000} (8,000,000 (13,000,000)

- - " -

To provide subsidies to municipalities to Implement Energy Efficiency and Demand Side Management initiatives within
municipal infrastructure in order to reduce electricity consumption and improve enargy efficlency. e
Conditicns still to be met=-remain fiabilities (see note 17). i
30. Publlc contributions and donafions

Public contributions and donations - 1,430,028 1,430,028

Conditiens still to be met - remain liabilities (see note 17)

Provide explanations of conditions still to ba met and other relevant informatien
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Consolidated Financlal Statements for the year ended 30 June 2017
Notes to the Consolidated Financial Statements

Economic entity Controlling entity
Figures in Rand 2017 2018 2017 2016
31. Employee related costs
Basic 149,190,226 136,488,086 142315856 133,275,070
Bonus 8,212,558 7 478,376 8,212,558 7,478,378
Medical aid 7,144.626 6,266,944 6,876,103 6,266,044
UIF 912,863 827 421 854,990 798,547
SDL 1,708,827 1,563,857 1,632,734 1,500,109
ieave pay provision charge 10,488,327 2,838,176 10,301,494 2,397,617
Defined contribption plans 14117707 12,125,362 13,727,316 12,125,362
Overtime paymeants 3,790,380 4,117,388 3,790,380 4,117,386
Long-service awards 696,143 686,354 686,143 686,354
Acting allowances - 159,653 - -
Transport allowances 13,018,842 8,487,800 13,018,842 9,497,800
Car allowants 388,956 635,394 - .
Housing benefits and allowances 7.561.118 7.530,058 7.581,118 7,530,068
Standby Allowances Tty 1,217,738 1,212 432 1,217,738 1,211,778
Shift Allowances 12,258,233 11,647,151 12,268,233 10,616,933
Bargaining Council 43,476 413,056 43476 40,848
Defined Benefits ; Long Service Awards - 511,567 - 511,587
230,786,148 206,000,084 222,606,780 18B,053,850
Remuneration of Municipal Manager
Annual Remuneration 958,112 211,055 858,112 911,055
Car Allowance 76,902 88,231 76,802 88,231
Annual Bonus 77,645 53,205 77.845 §3,295
Contributions to UIF; Medical and Pension Funds 322,987 528,117 322 987 528,117
Housing 138,423 - 138,423 -
1,674,069 1,581,688 1,674,068 1,661,698
Remuneration of Chlsf Flinance Officer
Annual Remuneration 150,490 407,576 158,490 407,578
Car Allowance 30,000 122,386 30,000 122,388
Annual Benus 9.973 88,712 2,973 88,712
Contributions to UIF, Medical and Pensien Funds - 381,705 301,705
Othar - 132,028 - 132,029
198,463 1,142,408 198,463 1,142,408
There was ho substantive CFO until May 2017
Remuneration of Senlor Manager - Community Services
Annual Remuneration 820,954 884,281 629,954 884,281
Car Allowance 137,471 133,810 137,471 133,810
Annual Bonus 72,020 37,398 72,020 87,389
Contributions to UIF, Medical and Pension Funds 248,400 430,315 248,400 430,215
Housing 136,620 - 136,620 -
1,624,465 1,486,805 1 ,suﬂs%gmmsoé\
Remuneration of Senlor Manager- Corporate Services -~ {:3‘:‘“ . %@C}‘
H L
Annug! Remuneration 304,843 854.283 3\" @84 281
Car ABowance a7.687 Thee 97 g%" 286 480
Annug! Bonus 73,827 EZ.SS‘B 67,388
Cortributions to UIF, Medical and Pengion Funds 53,318 31 8 411,508

411505
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ALFRED NZO DISTRICT MUNICIPALITY
Consolidated Financiat Statements for the year ended 30 June 2017

Notes to the Consolidated Financial Statementis

Ecanomle entity Controlling entity
Figures in Rand 2017 2016 2017 2016
31. Employee related cosis {continued)
Housing Allowance 56,340 228,946 59,340 226,846
878,712 4,856,621 878,712 1,855,621

The Cerporate Services Manager was released from her duiies effeciive fram December 2016,

Remuneration of Senior Manager -Technical Services

Annual Remuneration 820,654 932,358 920,954 ©32,350
Car Allowance 326,579 268,600 326,579 258,500
Annual Bonus 75,363 62,568 75,363 62,56¢
Contributions to UIF, Medical and Penslon Funds 162,812 307,544 162,812 307,544
Housing Allowance 38,080 - 33,009 -

1,527,807 1,560,972 1,627,807 1,660,972

i
Remunsaration of Senlior Managsr -Planning and Economic Development

Anhual Remuneration £29.951 657,377 620 851 557,377
Car Allowancs 74841 147,350 74,641 147,358
Annuat Bonus 83,343 62,569 83,343 62,569
Coniributions to UIF, Medical and Pension Funds 178,140 47 168 179,140 47168
Housing Allowance 288,709 288,771 288,708 288,771

1,616,784 1,103,244 1,618,784 1,103,244

32. Remuneration of councillors

Executive Major - 484,154 484,154
Mayoral Commiftae Members 3,041,321 : 3,041,321
Councillors B,B04,767 4,765,134 8,804,767 4,765,134
Chief Whip - 387,036 - 347,036

8,804,757 8,687,645 8,804,787 8,687,645

Remunerstion of Counciliors

Executive Mayor 664,966 484 154 684,968 484 154
Deputy Mayor 507,513 - 507,513 -
Speaker 531,871 - 531,871 .
Chief Whip 488,724 307,036 498,724 397,038
Mayoral Committe 3,269,652 3,044,321 3,208,652 3,041,321
Councillors 3,301,831 4,785,134 3,301,931 4,765,134

8,804,767 8,687,645 8,804,767 8,687,645

The new Council was pronounced on the 10th of August 2018. Cld Councillors received remuneration for one month it July
2017.

+«33. Litigation sxpenditure
33, Litigation exp

%?\ 2817114 14839008 2817114 14,832,908
Dy e
24, B gﬁiggq tion

A R L

Propzrtfﬁgp;t and etftlipment 66,384,182 £0,22063¢ 658368335 58,805,337

¢ (077 /

61



ALFRED NZO DISTRICT MUNICIPALITY
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Motes to the Consolidated Financial Statements

Economic enfity Controlling antity
Figures in Rand 2047 206 2017 2016
35. Finance costs
Trade and other payables 80,138 158,543 88,710 —
Finance leases 1,465,024 - 1,465,024
Late payment interest . 2,748,230 - 2,748,230
Interest on Loan 064,985 3,878,577 964,985 3,678,577
2,520,148 6,585,350 2518712 £,426,807
36. Debtimpairment
Debt impairment 6,032,348 22,128,617 6,032348 22128617
37. Bulk purchases
Water 6,447,742 5,037,621 6,447,742 5,037,621
38, Contracted services
Professional Setvices - 5420636 - 5,420,636
Security Services 13.414,998 10,414,557 13,414,998 10,414,557
Speclallst Services 758,807 - 759,697 -
Othar Contractors 33,356,237 15,229,865 33,368,237 15,220,685
47,630,932 31,064,858 47,830,932 31,084,858
P
Pt
il
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Statements for the year ended 30 June 2017
Notes to the Consolidated Financial Statements

Economic entity Controlling entity

Figures in Rand 2017 2016 2017 2016
39. General expenses
Accounting fees 1,889,033 3,203,346 -
Advertising 1,606,472 844,368 1,611,944 443,958
Auditors fase 8,015,633 8,551,630 6,878,986 7,038,261
Bank charges 771,826 1,007,737 766,811 978,556
Cleaning 559,813 208,560 555,564 170,062
Consulting and professienal fees 26,164,678 1,671,364 26,163,665
Consumables 7,632,720 4,085,905 7,532,720 4,085,905
Legsal fees 438,011 1,169,337 - -
Delivary expenses - 5,000 -
Entertainment 22,000 - - -
Fines and penhalties 1,915,350 1,665,150
Hire 1,658,588 - 1,658,588
Ingurance 681,576 866,469 580,802 802,288
Community development and training . 4,020,512 - 4020512
Conferances and seminars 11,235 82,317 11,235 13,650
IT expenses 124,984 2,879,208 . 2,793,086
Marketing 1,742,600 1,828,598 1,742,500 1,928,588
Promotions and sponsorships - 20,385 - 20,365
Magazines, booke and pericdicals {5,830) 100,563 (5,830) 100,563
Motor vehicle expenses 16,146 64,250 - =
Fuel and oil 3,260,338 4,141,248 3,280,339 4,140,412
Placement fees 211,17 190,047 211,171 190,047
Printing and staticnery 676,319 320,420 842,328 88,157
Promotions - 180,887 - -
Protective clothing 2,000,115 2,483,567 1,895,715 2,483,667
Security {Guerding of municipal property) 3,961 6,953 ; .
Subscriptions and membership fess 102,108 2444 102,108 2,444
Telephohe and fax 7,811,406 6,585,478 7,403,017 8,242,977
Training 1,850,488 3,625,737 1,708,483 2,443 158
Travel - local 16,706,380 14,647,723 16,120 474 12,811,277
General squipmant 2,855 17,562 - -
Electricity 12,326,068 11,560,326 12,260,440 11,447,931
Accomodation 9,022,719 6,107,726 8,964 1680 4,819,688
Audit Committee 432,312 1,341,813 334,312 388,313
Catering and Venue Hire 9,908,203 3,233,528 0,863,820 2,961,502
Environmenial Management - 27,458 - 25,740
Fire end Rescue Services - 317,801 - 317,601
Licence fees 1,254,244 . 2,285,629 1,254,244 2,265,629
Occupational Health and Safaty - 1,175,663 . 1,176,663
Venue expanses - 118,587 - .
Other grant expenses - 865,376 - 865,376
Other expenses 25,528,738 41,764,546 25521877 41,557,941

140,676,911 135,092,084 135,577,790 120,081,126
40. Audltors’ remuneration
geé?\ 8,015,633  B/551,639 6,878,996  7,038.2¢1
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Finahcial Stetements for the year ended 30 June 2017
Notes to the Consolidated Firancial Statements

Eonomic entlty Confrolling entity

Figures in Rand

2017 2016 C 2017 2018

41. Cash ganerated from operations

Surplus

Adlustments for:

Depreciation and amortisation

Galn on sale of assets and liabilities

Profit on disposal

Acturial gain/loss

Impairment deficit

Debt impairment

Movements in operating lease assets and accruals
Movemenis in provisions

Prowvision for leave

Oiher non-cash itams

Changes In working caphal:

Invantories

Receivables from exchange transactions

Other receivables from non-exchange transactions
C:yrabru from exchange trangactions

Unspent conditional grants ang receipte

Payebies from Non Exchange Transactions

329,744,730 378 418,028 320,752,708 386,507,607
66,384,182 59220536 65836335 58,805,337

- 4,408,089 - 4,408,009
1,072,579 (28,823) 1,111,636
(184,738} (87,314) (184,738} (67.314)
54,844 25514
6.032,348 22,128,617 6,032,348 22,128,817
75,835 45,761 75,835 45,761

(100,860} 575,902 {100,860) 575,802
7,572,648 3,770,142 7,672,649 2,770,142
896,400 (10,103,413) 1,000,781  (10,288,364)

{2,500,241) 401,083  (2,590,241) 401,063
(12,147,060) (11,573.236) (11.171,010) (11,532,038)

25,486 33,438 25,486 33,438
14,267,665 (32,385,205) 18217177 (36,785,372)
{11,749,088) 30,003,822 (14,063,010} 28,175,823
{7493841) 2,244,193  (7,493841) 2,178,693
(578,230) (8,878,168} (578.230)  (B,878,168)

301,283,080 438,247,866 391,443,226 439,469,225

42, Tax rsfunded

43. Financlal Instruments disclosure
Categories of financial Instruments
Economlc entity - 2017

Financial assets

Long term investmenis

Long Term Receivables

Trade and other receivables from exchange
transactions

Other recsivables from non-exchange fransactions
Cash and cash equivalents

VAT receivable

At falr valuse  Af amortised At cost Total
cost
8,615,159 . - 6,615,159
= 244 496 244,498

- 23,227,984 23,227,994

- - 1,083,261 1,053,251
10,519,113 - - 10,518,113
13,702,883 . = 13,702,893

30,837,168 244496 24,281,245 55,362,906

Financlal llabilitles

Finance lsase obligation
Long term loan
Unspent conditional grant

Trade and vther payables from exchange transactlons

Operating lease liabllity
Payables from non exchange fransactions

" 405,121
rj_ : - 97V 170,893,977
2yt 4971606 1,696

v 376,458

i .l €376, m&

\ 188,409,008 188,404,008
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ALFRED NZO DISTRICT MUNICIPALITY

Censelidated Financial Statements for the year ended 30 June 2017
Notes to the Consolidated Financial Statements

Economic entity

Controlling enfity

Figures in Rand 2017 2016 2017 2016
43, Financlal Instruments dizclosure {continued)
Economic entity - 2016
Finanelal asaets
Af fair valua At amortised Total
cost
Long term investments 38,071,618 38,071,818
Long term receivables = 177,002 177,002
Trade and other receivebles from exchange transactions 17,113,282 17,113,282
Other receivables from non-exchange fransactions 1,078,737 1.078,737
Cash and cash equivalents 37,282,671 -~ 37,282,571
VAT receivable - 1,953,828 1,953,628
75,354,389 20,322,849 95677,238
L
Finangcial liabllities
At amortised Total
cost
Finance lease cbligation 18,668,791 18,658,791
Long term logn 8,806,864 8,800,864
Uinspent conditional grant 7,064,262 7,864,262
Trade and other payables from exchange ransactions 156,726,312 156,728,312
Bank ovardraft 28,308 28,308
182,287,637 192,287,837
Contrelling entity - 2017
Financlal assets
At fairvalue Atamortised  Atcost Total
cost
Unlisted Investments - 100 100
Long term Invesiments 6,615,150 - . 6,615,159
Long Term Receivables - 244 498 - 244 496
Trade and other recaivables from exchange - 22,148,771 - 221487TM
transactions
Dther recaivables from non-exchange fransactions . 1,053,251 - 1,053,251
Cash and cash equivalents 9,803,610 - 8,803,810
VAT racaivable 20,366,239 - = 20,369,238
36,876,008 23,446,518 100 60,324,626
Financial liabilities
At amortised Total
cost
Finance lease Obligation 8,205,675 8,205,675
Lon loan 8,301,081 8,301,081
E Unsﬁ %bmgﬂ:lonal grants 405,121 405,121
! Trade pinbR ayables from exchange fransactions 165,868,915 165,858,915
e -. ) 121.696 .,121,698
Payables o nor(xcfiange transactions 376,458 ., 376,458
oy, "SR TN 183,360,946 183,369,946

Controlllng Qq@ﬁms /
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidatad Financial Statements for the ysar ended 30 June 2017
Notes to the Consolidated Financial Statements

Economic entity Contralling entity

Figures In Rand

2017 2016 2017 2016

43. Financlal instruments disclosure {continued)

Financlal assets

At fafr value At amortised Total
cost
Loans to economic enfities 100 100
Long ferm Investments 38,071,818 38,071,818
Long tam recaivables - 177,002 177,002
Trade and other receivables from exchange trensactions 17,010,102 7,010,109
Other recalvables from non-exehange transections - 1,078,737 1,078,737
Cash and cash equivelents 36,359,344 - 36,359,344
VAT recaivable - 6,308,229 6,306,220
74441,162 24,572,177 89,013,338
Finaneial liabilities
At amortised Total
cost
Finance lease obligation 18,658,791 18,858,791
Long term ioan 8,900, 864 8,908,864
Payables 148,742,738 148,742,738
Unspent conditional grant 7,898,762 7,898,762
Payables from non exchange transactions 864,608 254,688
186,164,843 168,154,843

44. Commitments
Authorised capltal expendiurs

Approved and Contracted for
*  Property, plant and equipment

Total capital commitments
Already contracted for but not providad for

825,742,473 1,310,5662,980 825,742,473 1,310,562,980

825,742,473 1,310,562,080 B825742,473 1,310,562,080

This committed expenditure relates to property and will be financed
of shares, issue of dabentures, morigage fadliities, existing cash re

Operating isases - Bulldings (expense)
Minimum lease payments due

by available banik facilities, retained surpiuses, rights issue

soUrces, funds intemally generated, efc,

- within ¢ne year 300,451 163,806 300,451 163,806
- in second to fifth year inclusive 1,347,899 772,580 1,347,999 772,580
- later than five yvears 218,809 1,152 157 918,808 1,162,157

2,567,349 2,088,543 2,667,349 2,088,543
Operating Leases Other Equipment
Within one year 281,043 223,118 281,
In second to fifth year & - 215718

Y3 281,043 438,836 ‘.. . T 438,
o 'J: ’.-‘5 \A : Y

Operating lease payments represant rentals payable by the economic entity for certain of its offiper i:;{o'pérﬁet_f@'\lonii ngent
rent is payable. oo %Q’

a\
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ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Statements for the year ended 30 June 2017

Economic entify Controlling entity
Figures in Rand 2017 2016 2017 2046
45. Contingenties
Contingent Liabilities 2017 2016
In 2008 Malukazi Projetc Mnagers issued summons for services rendered in the sanftation 1,814,259 1,814,259
progiramme
In 2008 summons were issued by Affinlty Selutions { Pty) Ltd for services rendered. The 313,505 313,505
municipality is defending the matter, A trial date is awaited.
In 2008 Z Mawebi Issued summons for damages emanating from failure to act by the 1,200,000 4,200,000
municipality it being alleged the municipality faked to assits her together with har minor
children te claim from the Provident fund. The matter iz defended
by the municipality. The matter is now in pleading stags
In this matter summons wers issued against the municipality for payment of the sum R115 115,000 115,000
D00 for services rendated it being allged that the service provider was appointed to render
certain services. The matter Is being defended.
During 2010 J and G Enterprises lssued summons for financial damages it being aliaged 1,541,600 1,541,600
that the municipality stopped them form performing their contract. The matier is being
defando%:%ﬂn municipality . Tha matter is in pleading stage i
In 2010 hl Gulwa iesued summpns against the municipality fer breach of coniract of 566,188 566,188
emplovment in that the municipalify falled to pay him in terms of the contract. The
municipality is dafending the matter and it is pending in the high court. The matter is in
pleading stage.
Stnezipho Urban and Rural Development claims against the municipality for aliged 1,544,713 1,544,713
termination of contract. The municipality is defending the matter
ANDA was mandated by council to mobifise funding for ANDM water infrastructure project. 10,868400 10,899,400
ANDA then entered into an agreement with Gelsialt. Gelstalt has initiated lagal
proceddings against ANDM and ANDA. The ANDM legal team Is disputing any and all
Gelstalt claim. The above is disclosed in the financial stetements without prejudics.
During 2007 Jack Zulu issued summons against the municlpality for specific performance, 17,260 17,250
it being allged that he wes appointad by the municiplaity to render sarvices at Umzimnkulu
Ares ( previous dispensation) and the municipality failed to pay him in terms of the
contrect, The municipality denies that the services were rendered. Pleadings closed and a
trial date is awalted.
During 2008 P Mabandla issued summong agalnst the municipality for goods supplied and 6,572 6,572
gervices rendered to the municipality at the latters special instance and regueet. The
municipality denies this. Pleadings closed and the triat date is awaited
In 2008 M J Phirimane issued summons against the municipality for sarvices renderad, 28,200 25,200
The municipality is defending the matter. A trial date is awaited.
Rob Potow irrigation fssued summans against the municipality for fallure to pey for for 24,522 24 522
material supplied in ferm of a vebal agreement. The municipally is defending the matter,
The outcome is nof certain at this stage.
Emst Zelthubar vs ANDM, allged non payment in lieu of financial services rendered 89,537
Sihlangane financial services cc vs ANDM, allged non payment in lleu of financial services 235,585
SLK Security Services and cleaning v8 ANDM, alleged breach of contract in lieu of 886,619
sacurity services rendered.
lkamva Lomutsa Nojola ve ANDM, Alleged breach of contract in fieu of supply and delivery - 40,072
branding material
Hiumie Security vs ANDM, slisged breach of contarct in lleu of security servicas n 571,500
M Magigaba Inc v8 ANDM, allged non payment of meney in fieu of services rendened - 108,682
Alleged faiiure to pay for a crawier sprinkler 30,700 .
Amangeuse Security and deaning VS ANDM 705,346 -
Alleged non payment in lieu of supply and delivery of tents | 1oilets, and heaters etc. 1,289,080
Lstter of demand raceived in lieu of specialist consultancy services rendersd ANDM vs 375,927
Moko Corporate
“Ayanga Ma 18,608
eglu# ' 200,000 -
pa" Brigs’ 127,782 -
ANDM' B4 : 250,000
M vs PD AN, 68,400
% n Boti 25,187
Natal Ja Q’c}};l)al Pension und vs ANDM 147,837 -
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Consolidated Financial Statements for the year ended 30 June 2017
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Economic entity Confrolling entity

Figures in Rand 207 2016 2017 2018
45. Contingsncles (continued)
Eugene Nel and Anand Jayraj v ANDM 2,890,117 -
Sikhokele Maphukutha VS ANDM 6,600,000 -
Uvikela Security vs ANDM 333,192 -
ANDH va Arule Security 1,392,670 .
ECDC vs ADNM 114,240 .
MC Mgugodp vs ANDM 100,000 300,000
Gestalt Fund vs ANDM 11,500,060
Ngcane Madikezela va ANDM 47,000

32,938278 31,754,205
Contingent assets

Subsequent to the disciplinary hearing in respect of the fruitless and westeful expenditure referred to in Note 51, civil -~

proceadings have ,f"menned against the emplayees concerned to recover an amount of - Acoording to Counch's lpgel
advisors, it is probabiethat the proceedings will result in the recovery of the full amount but this recovery is virtually ceriain.

2017 2016

ANDM vs Sinothando Mtshengu-fallure to pay hack kans advanced to amployea 62,054
ANDM vs Elvin Mkowando Chirwa-failure to pay back loans advanced 71,731
The municipality hes instifuted & claim against MP Civils for afieged failure to deliver a 30,700
crawler sprinkler purchased in terms of a verbal contract. Settiement proposals are in the
pipsline and the outcome of the case is still not certain
ANDM vs Vukile Selonyane- Default of payment In lisu of loans edvansced to an employes 21,322
Default en Loan payment 17,000
Accident claim 8,907
ANDM va Bulslani Aifington Mabi-Claim arising from a motor vehicle actident 1,079
ANDM vs Thanduxolo Maiusi-Default of payment in lieu of loans advanced to an employea B4,328
ANDM vs Suti - Claim arising from a motor vehicle accident - 20,987
ANDM ve N Magagu 6,807 .
ANDM vs Bmembi 1,087 1,087

8,004 317,205

48. Related parties
All Related Part transactions are conducted et amms length, unless stated othenwise.

Daciarations of interests were made by councillors and or management of the municipality of any relationship with business

during the yeaar.

In terms of the MFMA, the municipaiity may not grant [oans fo lts councillors, management, staff and public with effect from |
July 2004. Loans, tegether with conditions thereaf, granted prior to this date are disclosed in note 7 to the Annugl Financial

Stataments,
Compensation to accounting offficer and other key
managsmant
Sheri-term smployee benefits 9,483 6838 8,566,600 ©,463,836
Defined contribution plans 27,246,763 30,070,475 27,246,763
36,710,689 38,636,076 36,710

b - "
47. Prior perlod arrors /r" G‘?‘ 4 9;?'3‘* N
Prior peficd has been amended to eccount for prior period emors Pt ‘E;\}c‘\ e '1{(\ 'L\\q

ol 96;
Below Is a summary of the total affect that the prior errors, changes in accounting policiés_ and reclassifiagfol of comparaiives
had on the amounts previously disclosed in the annual financial stetements, followed by a‘@(&c‘.ription of éach individual error

with the amounts Involved

68 \\/ //

\

=



ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Statements for the year ended 30 June 2017
Notes to the Consolidated Financial Statements

Economic entity

Gontroliing entiiy

Figures in Rand 2017 2016

2017

2016

47. Prior period errors {confinued)

The comection of the error(s) results in adjustments as follows:

Y

o 6¢



ALFRED NZO DISTRICT MUNICIPALITY

Consolidated Financial Statements for the year endad 30 June 2017
Notes to the Consolidated Financial Statements

Economic entity

Controliing entity

Figures in Rand

2017

2016

2017 2016

47. Prior period errors (continued)

Statement of Financial Performance for the Balance az Changein Prior period Reclassfied Restated
year anded 2016 previously  Accounting efror Balance
reported policy
Service charges 25,668,244 {499,907} 25,168,337
Rental of facilities 233,881 - 233,981
Agency services 19,915 . 18,9156
Other income 3,208,442 - 1,038,000 4,243 442
Interest raceived - investment 14,871,083 (1,716,272) - 10,154,811
Governmerit grants and subsidies 902,768,510 - 634,847 - 803,403,357
Public contributions and donations 1,430,028 . = 1,430,028
Revenue Total 945,200,203 - (648,332) - 944 853,871
General Expenses (119,100,778) - (880,347) {120,081,125)
Employee Related Costs (168,473,196) - 419,338 - {198,053,860)
Remunaration of Gouncillors {8,687,6456) - - - (8,687,645)
Litigation Expenditure (14,071,138) - (768,770} - (14,838,908)
Debt Impairment (22,128,817) - - - (22,128,817)
Dapreciation and amorlisation (56,882,137} 58,800 - (58,805,337)
Finance Cosis (6,628.442) - 102,635 - (6,426,807)
Repairs and maintanance {42 865,055) - {1,863,832) - (44,528,987)
Bulk purchases {5,349,6807) - 311,086 - (5,037.621)
Contracted services {31,033,569) - (31,289) - (31,064,858)
Transfare and subsidies (43,906,230) - (12,174) (43,018,404}
Galn or loss on disposai (4,408,008) - {4.408,088)
Acturial galns or loss 67.314 67,314
Oeraling leases (232,310} - (232,310)
Surplus for the year 389,862,004 - (3.344,397) - 386,507,607
Stafement of Financial Position as at 40 June 2016 Balances as Prior pericd Reclassified Restatad
previously raported arrors Balanoe
inventories 5,792,979 (244 189} 5,548,780
Receivables from exchange transactions 30,724,053 (13,713,044} 17,010,109
Receivablas from non- exchange transactions 1,078,737 - 1,078,737
VAT Receivable 6,172,002 134,227 - 6,306,229
Cash and cash equivalents 36,375,313 (5,068) - 36,388,344
Property Plant and Equipment 2812203885 (2,276,918) -.,810017,077
Intangible Assets 3,117,620 381,394 - 3,498,074
Heritage Assets 131,100 131,400
Investments in Controfled Entities 100 - - 100
Long tarm Receivabies 115,463 61,538 - 177,002
Invesiments 36,788,001 (1,718,273) 38,071.818
Subtotal 2,935,589,453 (17,380,143) -.,918,209,310
Finance Lease Obligation (10,585,841) 120,306 - {10,465,535)
Operating lease - {45,761) - (45,761)
Payables from exchange transactions (150,277,711) 534,673 14,135,825 (135,606,913)
Unspent Canditional Grants (8,633,.810) 534 848 - {7,888,762)
Provisions (1,389,405) - {14,135,825) (15,525,230}
Current Portion of Leng Term Loan {838,584) - - (839,564)
Payables from non exchangs from transactions {1,133,608)
Finence Lease cbligation (5,750,080) (2,442 276)
Provisions (5,865,707)
Long Term Loan {8,070,300)
Gevemmaent Grants reserve {1,517,942,029)
Opening Accumulated surplus

kY

AN\ - 388,328)687

o
(635,318,694) A5,
389,852,004, {3,52%817)
A

’ if\%@;' \
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Consolidated Financlal Statements for the year ended 30 June 2017

Notes to the Consolidated Financial Statements

Economic entity Controlling entity
Figures in Rand 2017 2018 2017 2016
47. Prior perlod errars (continued)
Statement of financial positdon
Accumulated Surplus
Finance [ease adjustments 1,695,546
2014115 Unrecorded expenses 162,696
Comection of 2014715 invalld accruals (1,458,715)
Correction of assel balances misstated 2,623,267
Correction of retention balances misstated {1,225,544)
Deabtors adjustment 13,175,787
Depreciation of unbundled assets 81,708

15,054,743
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ALFRED NZO DISTRICT MUNICIPALITY
Consolidated Financlal Staterents for the year ended 30 Juhe 2017
Notes to the Consolidated Financial Statements
Economic sntity Controfing entity
Figures in Rand 2017 2016 2017 2016

47. Prior period errors {continued)
Statement of Financlal Performance

dervice charges _
A reconciliation of the service charges revenue in the general ledger to the revenue per the billing systam for 2015/16 was
perfomed and this picked some processing emrors when the joumals were being posted Into the general ledger. It was
dissoverad that some edjustments done in sebata which were made io reduce the revenus had been done the opposite way in
the general ledger. As a result revenue for waier had been ovarstated by R431 610.7 while sanifation revenue had been
overstated by R11 886. This gave rise 1o an overall mistaternent of R460 907,

interest recelved

A bank confirmation of the Investec investment for the municipality done at 30 June 2016 revealed that the municipality had
ovarstated [ts Investamant by R1 7 16 272, This was not adjusted before the finalisation of the 2015/16 financlal statements
leading to an audlt excaption. The exception has thus besn adressed by the adjustment of the investment 1o tle te the confimed
amount. The rasult of this is that the Interest income for 2015/16 was adjusted downwards by R1 716 272

Govermnment grants & subsidies

During the year 2015/16, R34 847 was spend on the remuneration of the health personnel in accordance with the provisions
of the municipal health grant. Howaver, the amount spand was not recognised as revenus in the period resulting in the amount
remaing as an uspent condtional grant. This has now been corrected resulting in the grant income increasing by R624 847,

Other Income
Two contractors failed to dellver on the projects that they were working on and were dully penallsed In actordance with the

provisions of the contracts. The penalties wers deducted from the maney dua to the contractors but the Incoma to the
municipality was not diclosed as income on the AFS and ingted i had been offset ageinst the project cost, This has been
correctad by realising the penaitiss as income. The amount involved is R1 035 000

Employea related cost
A review of the 2015/16 accruals revealed that salaries for fira fighters for the month of June 2016 ameunting to R355 840

had been accrued for at year en desplte them having been paid in June 2018. The accrual was thus reversed to correct the
mistake. Also Managers salaries for the year ending June 2018 had been overpald by R63 D00 and thus these were correctad
by raisng them as debtors while reducing the salaries bill.

Litigation Expenses
A search for unrecorded liabilities was conductsd to snsure completeness of the payables for the municpality at 30 Juhe 2016.

The search covered 3 months from July to September 2016. The results showed that some liablities for the yesr ended 30
June 2018 had not been accrued for at year end. As a result these had to be accrued for and the affect of this was that legal

costs had to be adjusted by R768 770

Finance costs
Finance lease costs for the year were Incorrectly computed as a result of a wrong NPV of the minimum lease payments fi
The lease liability figure and the value of the underlying assets were adjusted and this resulted in the finance lease

adjusted downwards by R102 635. @P\’
Depreciation \2
Depreciation expenses was revised downwards by 56 80D as a result of comection of asset costs folloWﬂﬁqhﬁon
t \\
to

excercise ) P =

Repairs and maintansnce LA 0?" @

A'ssarch for unrecordad liabilites done to check the compieteness of the recorded liabilities ; gucf reveals

about R19 million werth of liabiifties had not been recored. These were then raised as accydals prd td.sifact ofdile

Increase the repairs and maintanance previously recorded by R3 261 252 . However, it also di§ computer o~
equipment of 1 5987 319.87 was incorrectly charged to repairs vote instead of the asset vote’\This wes co by crediting o

the repairs vote. As a result the repalrs and maintanace costs were restated by 1863 832 Y
LY
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Figures in Rand 2017 2016 2017 2016

47. Prior period orrors (continue)

General expenses

Electricity costs of 263 000 were not accrued for at yesr end , Ssourity costs of 120 000 werenot accrued for, accomodeation
costs ameunting to 250 000 were not accrued for, as well as 167 186 due to Nyalambisa services wera glso not accrued for at
year end. These emors wers picked and corrected. The fotal adjustment to general axpenses amounfed to R980 347

Bulk purchases

Invoices due to DWA for water supplies were overstated during the peried under review. Tha overstatement was only picked
after the financials had been finzlised. Credit notes were passed to correct the mistake and the result was & downward
adjustment of the initial weter cost by R311 888

Statement of Financial Position

Cash and cash equivalents g

RS 969 relating to receivables was misposted to 1SDG call account resulting in cash and cash equivalents being overstated by
RS 888 and debtors by the same amount This hes been comecied hence the movement.

Receivables from exchange transactions

Both Water and Sanitation debtors were misstated as a result of processing error on the capturing of revenue figures as per
Sebata into Munsoft{ GL). Reconciliatiens done after finalisation of the June 2015/16 revealed these and thus comrecling
Jjournals were passed. Water Debtors were overstated by R438 343 while saniation deblors were oversteted by 11 §86. In
addition, processing errors had also resulted in the debtars acsount being credit with emounts exclusive of VAT thus
understating debtors while VAT was overstated. In addition, water debtore ware also mistated by 13 168 288.57 aring for billing
errars in the pravious years which ahd not been comected. Thess adjusments fotalled R13 713 844

Intanglble assets

Adjustments were done to the intangible assefs vote to comect the following items 1) Intangible assets costs were in 2015
wrongly charged to operational vote Instead of intangible vote the cost involved wes 253 438.85 , 2) Qperation expsnse for
2014715 amounting to 89 794 had been incorrectly posted ta intangible assets vote. 3) Accumuleted depreciation for intangible
assets had bean overstated by 383 738.32 , 4) Operational cost for GIS upgrade had been incorrectly charged to intangible
aesets The overall effect of these adjustments to the intangible asseis was R299 074

VAT Recolvable

Vat receivable was adjusted by R134 227 after a processing error on debters raceipts was picked.

inventory

Inventory for the Mt Ayliff warehouse was discovered to be overstated by R 244 186 and was eccordingly adjusted by the same
amount

Inveztments

Tha cafrying value of the municipslity's investment with Investec was overstated by R 1 716 272. The canying value was higher
than the bank confirmation but no adjustment wes done at year end. The invesiment has thus been written down by R1 716
272,

"\\
Property, plant & Equipment

% f}-
Deé? ' Misstatemnent

Q
c?ectrgg%:@% ted deprecition 740,638
Cor; of r&m\gﬁq %

< 73

-2,287,015




o
M
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Economic entity Controlling entity
Figures in Rand 2017 2018 2017 2018

47. Prior perlod errors {continued)

Search for unrecorded lisbilities 11,321,723
Asset verification results. -3,763,211
4,520,858

Payables from exchange transactions

Accruals
In the 2015-2016 financial year there were various misstatemants to acervals as surimarised below:

Description Misstatement
Accruals not raised completely 20 489676.42
invalid accruals incorractly ralsed -1,650,576.93
VAT on accruals not reversed -242 776.82
Invalid accruale incomrectly raised -1,068,508,00
Total 17 527 728.67
Creditors Contro|

A review of the creditors listing for the year ended 30 June 2016 was done and the review revealed a number of creditars had
ovarstated belances. As a result credits notes ware passed to adjust the balances. The creditors control account balence was

thus written down by R17 203 472

Retentions
A review of the retentions list for the year ended 30 June 2018 was done. The review revealed that a number of retentions were

not valid. The projects concerned had been completed and when the retentiohs were released they were mispsosted to either
opetational votes or asset votes, [n addition surity deductions ware not ancounted for on some projetcs done In 2016. Thase
have been adjusted. The overall adjustment for these comes fo R2 351 536

Unzpent conditional grants

Expenses incurred through grant funding were all not completely included in grant Income recognition. This res
understatement of the Grant income for Municiapl Health and overstatement of unspent grant amount by

o
- .;\\Q AL %{\
Operating lease lability 7 PR . (;\a
The municipality izases office space at Matatiele and Cerdavile for which they have lease agreements-for u&hx years. In
addition, the municipality alsc leases radic equipment for disaster management. The lease agresements fo three ieases
provide for annuel esacalation. GRAP 13, which deals with leases, requires that the lesse payments be charged on a straight
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47. Pror period errors {continued)

line basis over the lease period. This was not done for the prior period hence an adjusiment has been done. The total lease
liability arising from the adjusment for 2016 is R45 761

Finance le2as llabl/ity

A recomputztion of the finance lease iiability reveled that the use of a wrong prime interst rate resulted in a wrong lease liability
being arrived at As aresult the lease liability was sdjusted upwards by R2 442 276

48. Risk managoment
Financial risk management r-

The econormic entity’s activities expose it to & variety of tinancial risks: market risk {inciuding currency rigk, fair value inferest
rate rigk, cash flow interast rate risk and price risk), credit risk and liquidity risk.

The economic antity’s overall risk management program focuses on the unpredictability of financial markets and seeks fo
minimise potential adverse effects on the economic entily’s financial performance. The economie entity uses derivative
financial instruments to hedge certaln risk expoeures, Risk management Is carried out by a central treasury department (entity
treasury} under policies approved by the accounting officer. Economic Entlity treasury identifies, evalusiee and hedges financial
risks in close co-operation with the economic entity's operating units. The accounting cfficer providea written principles for
overall risk management, as well as written policies covering specific areas, such as foreign exchange risk, inlerest rate risk,
cradi rigk, use of derivative financial instruments and non-derivative financial instrumends, and invesiment of excess liquldity.

Liquidity risk

The economic entity’s risk to liquidity is a result of the funds available to cover future commitments. The economic antity
manages liquidity risk through an ongoing review of future commitments anc credlt facilities.

Cash flow forecasts are prepared and adequate utilised borrowing faciiities ane monitored.

Cradit risk

Credit risk consisis mainly of cash deposits, cash squivalents, derivative financlal instruments and trade debtors, The
municipality only deposite cash with major banks with high quality credit standing and Imits exposure to any one counter-party.

Trade recalvables comprise a widespread tustomer base. Managament evaluated credit risk relating to customers on an
ongoing basis. If customers are independently rated, thase ratings are used. Otherwise, If thers Is no indepandent rating, risk
control assesses tha credit quality of the customer, teking inta account its financial position, past experience and other factors.
Individual risk limits are set based on intemal or extemnal ratings in accordance with limits set by the board. The utilisation of
credit limite is regularly monitored. Sales to retail customers are settied in cash or using major credit cards, Credit guarantee
insurance is purchased when deamad appropriate.

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

Financial Instrument Economic Economic  Controlling Controlling
entity - 2017 entity - 2016 entity -2017 entlty - 2016
{fo'ﬁn ermn [nvestments 6,615,169 38,071,818 6,615,159 38,071,818
1 fﬁ \grm, Receivables 244,458 177,002 244,498 177,002
 Recoiidblies Exchange Transaciions 23227954 17,113,282 22,148,771 17,010,108
4 Receiya hpn Excehnge Trangactions 1,063,251 1.078,737 1,053,251 1,078,737
Cash a Equivalents © 10,519,113 37,254,263 88083610 35360344

13,702,883 1,953,828 20,389,238 8,306,229
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48. Risk management (continued)
Market riek

interast rate rigk

Interest Rate Risk is the risk that the fair value of future cashfiows associated with a financlal instruments will fluctuate In
amoun as a result of market interest changes,

Financial Assets and fiabilities that are sensitive to interest rate risk are cash equivalents, investments, and loan payabies. The
municipality is not exposed to interest rate fisk on these financial instruments as the rates applicabls are ficed Interest rates.

Potential concentrations of interest risk consist Mmainly of fixed depesits investments, leng term debtors, othar debtors,short
term investments deposits and bank end cash balances.

The mumicipality limits its counterpart exposures from its money market investments operations by only dealing with weil-
estabiished financial institutions of high credit standing. The credit expasure {0 any single counterpart is managed by setting
percentage exposure limits , which are included In the municipality’s investments policy. These limits are reviewed periodically
by the Chief Financial Officar and autharisad by the council.

Consumer deposits comprise of a targe number of rata payers, dispersed actross different Industries and geographical areas,
Perlodle credlt evaluations are perfomed on the financial condition of these debtors. Consumer debtors are presantad nef of
provison for impaiment. '

In the case of debtors whose accounts becoms in arreas, It Is endeavoured to coliect such accounts by levying of penlaty
charges, dsmand for payment, " resiriction services and, as a last resort, ® handed over for collection”, whichever procedura 13
applicable in terms of Councils Credit Control and Debt Collection Palicy

Long term receivables and other debtors are individually evalueted annually at Balence Sheet date for impaimment or
discounting. A report on the various categoties of dabtors is drafted to substantiate such evaluation and subsequent

impalmentimpaiment, where applicable

49. Golng concern

The consclidated financia! statements have been prapared on the basls of accounting policies applicable to & geing concem,
This basis presumes that funds will be available to finance fiture operations and that the realisation of assets and settiement of
liabikitles, contingent obligations and commitments will cocur in the ordinary course of business.

The ablilty of the municipallty to continue as a going concem lg deperident on & number of factors. The most significant of
these is that the treasury will confinue to provide funding for the ongoing operations for the municipality.

The municipality is facing a number of financiel risks that negatively impact lte abilily to sustain its current leve! of gpeartions in
the near future, before taking into account govermments grants. The key financlal risks identified include:

=an inability to pay credlfors within due defes
-hegatlive key financial ratios
~nat currant finbility was realised

The actions taken by management to mitigate the Impact of these risks include:

~Manegement maintaine detalled financial plans and manages working caplial slements as necessary.
-Budget controls are in place to ensure that over- expenditure Ig sfiminated

-The treasury will continue to provide funding to the municipality in the foreseeable future.

-Management are also investigating alternative funding sources to supplement governmant funding
-Council of the municipality has approved cost cutting measures In line with cireular 82 of the MFMA wherei
catering is not done at all, accommodation [imited to R1 200 per month, travelling minimized fo 1 000km, per

person. A R - 0 o,
~The municipality has alsc started invasting funds that will not be used immediately. The munlgi u:@g"\q{dfso bean

e

reduced in ordar to accommodate the accruals for the previous years. o ---';:\f;} v

M ‘h. {:‘: ._\"_.!‘.\ ! (11-%\1
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Notes to the Consolidated Financial Statements

Economic entity Confrolling entity
Figures in Rand 2017 2016 2017 2018
50. Unauthorizsed expenditure
Unauthorised expenditure 306,457,280 187,272,371 306497,2B0 197,272,371
Current year additions 35,488137 108,224908 33,401,154 100,224,909

341,005,417 305,497,280

239,938,434 200,457,280

51, Frultless and wasteful expenditure

Frultless and wasteful expenditure 17,322,185 983,360
Current year additions 423,483 16,831,680

16,043,541 643,083
378644 16,300,458

17,745,668 17,925,050

17,322,186 16,843,541

Ingldent
Interest Paid to Eskom 61,066 §2,241
Interest Paid # Telkom 56664 36,560
Interest Peid t¢ Umngani Water 358 48
Interest Paid to Rhaochem - 6816
DBSA arrear interest 4,739 -
National Healih Laboratory 538
Natal Refirement 363
MCPF 211 -
Cape Joint 727 -
Pension 74 -
Acting Allowance - N R Xoio 79,631 -
Acting Allowance - M Matubatuba 205,270 E
378,644 96,666

52. iragular expenditure

Opening balence 605,432,882 408,365,542
Add: [megular Expenditure - current year 6,984,775 187,067,340
Less: Amounts ¢condoned {19,100,723) -

591,262,434 388,629,051
2,044,500 192,653,383

593,326,934 605,432,882

693,326,934 591,282,434

§3. Additional disclosure in terms of Municipal Finance Management Act
Contributions to organised local government (SALGA feos)

Current year subscription / fes 1,665,904 1,182,508 1,665,984 1,182,589

Amount paid - current year (1,685,984) {1,182,589) (1,665,904} (1,182,599)

Audit fees

Current year subscription / fee 7,624,201 7,024,294 7.624,201 7.024 284

Amount paid - current year {5,901,410) (7,024294) (5,070410) (7,024,284)
1,722,791 - 1,653,791 .
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63. Additional distlosure in terms of Municipal Finance Management Act (continued)

PAYE and UIF

Opening balance 1,498,606 477,568 1,998,606

Current year subscription f fes 34,223 397 20,559,702 34,223,397 28,047,482

Amount paid - cuent year (36,222,008} (30,214,966) (36,222,003) (27,04B.876)

- {(177,899) = 1,888,606

Penslon and Medlical Ald Deductions

Cpening balance 2,552,400 - 2,562,400

Cument year subscription / fee 33,024856 288350981 35,024,656 28,835,081

Amount paid - current year .. (35,577,056) (26,283,581) {38,577,058) (25,283,.5;311}
= - 2,552,400 - 2,550%00

VAT

VAT racelvable 20,389,717 6,306,229 20,399,717 6,306,220

VAT payable {6,696,824) (4,352,401) (30,478) -

13,702,883 1,953,828 20,369,239 6,306,228

VAT output payabies and VAT input receivables are shown in note 14,
AlF VAT retutns heve been submitted by the due date throughout the year.
Councillors’ arrear consumer accounts

No Councillors were in arears &s at 30 June 2017

T
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53, Addifional disclosure in terms of Municipal Finance Managsment Act (continued)
Supply chaln management regulations
In t2rms of section 38 of the Munitipal Supply Chain Management Regulations any deviatlon from the Supply Chain

Management Poiicy needs io be approvedicondoned by the Munipal Manager and notad by Council. The expenses incurmed 22
listed hereunder have been condonad.

Incident

inkanjane Community Radio- Impractical to obtein . . 18,972

three quotss

Alfrad Nzo Community Radi- Impractical to obtain three - - 14,000

quotes

Abundant Media- Impractical to obtain thee quotes - 26 085

Abundant Media- impractical to obtain three quotes - 26,095

Abundant Media- Impractical to obtain three guotes - 26,095

Thekwini Toyota Kokstad-Sole seryice provider : 6,967

Abundant Media- Impractical to obtgir three guotes ' - 26,094

Thekwinl Toyota Kokstad- Sole service provider - - 8,843 -

Union Metors- Original dealer - 28 650 -

Alfred Nzo Community Redia- Impracticel to obtain - - 26,000 -

thres guotes ’

Bates and .Johnstone Motors- Original dealer - 9,126 -

Msukeni Developmant- Only palce that could . 23,100 -

accomodate 25 people

Sage VIP- Impractical to obatin thres quotes . - 21,842

Thekwini Toyeta Kokstad- Only service provider . 12,513

Thekwini Toyota Kokstad- Only sarvice provider E 14,877

C& S Husqvarna- Only manufaciurer - . 25,829

Veri Source Cansulting- Only service provider . - 8,866 -

Inkonjane Community Radio- Impractical fo obtain . 29,000

three quotes

Alfred Nzo Community Radlo - Impractical fo obtain - - 14,000

three quotes

Inkonjene Community Radio- Impractical to obtain - - 18,872

three guates

Sage VIP- Only payrell used - - 25,810

Veri Source Consulting- Only servica provider - - 2,683

Sags VIP-Only payroll used ~ - 28,087

Sage VIP- Only payroll system used - - 33,143

Johnstone's Koksted- Only dealership . - 3915 :

SAICE- only provider of training - - 45,000 -

Sage VIP- sole supplier of payslip stationery . - 0,686 -

Sage VIP- anly payroll system used - ! 30,370 -

Lwanduthando Investmants- Emergency - - 32,400 .

SAICE- Impractical to obtain three quates . - 45,000 .

Alfred Nzo Community Redlo Station- impractical to - 22 807 .

pbtain thres quotes

Inkonjane Community Radio- Impractical to obtain - - 28,000

three quotes

Thwekwin Toyota Kokstad- Only dealership - 10,700 .
,~Alired Nzo Community Radio- Impractical to obtain - 26,000 -

m B m

nfpie munity Redio . 29,000

Sage VTF-Orj Il used e - - 13,353 .

Alfrdd Mg Comminity S Impractical {o obtain veo l. - - 10,500 .

three quobds’ i :

Timesstedia Ef&gﬁw y ncial newspaper - - 14,646 -

John ﬂ% impractical to bbtain three guotes - - 5,847

Mortimer }ﬁale- only sgrvice provider - - 7.503
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§3. Additional disclosure In terms of Municipal Finance Managsment Act {continued)
Inkonjans Community Radio- impractical to obatin three - 14,500
guotes
Disaster Management Institute of SA- only institute in - . 63,400
SA
Inkonjene Community Radio- impractical to obtain three - 18872
guotes
Lungi Africa Quantity surveyors- only two quotes - - 195,000
Action [T-Only one quote recelved . . 187,391
RJN Congulting-only one quote recaived - - 197,000
Lungi Africa Quantity surveyors- fwo quotes racaived - - 188,902
Tshangana Attoneys- one quote received . - 198,500
Isangola Construction-one quote received - - 302,000
Isangola Construction - one quote received - - 428,500

W;« . - - 2,625,438
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