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GENERAL INFORMATION {continued)
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APPROVAL OF FINANCIAL STATEMENTS

I am responsible for the preparation of these consolidated annual financial statements, which are set out in
terms of Section 126(1} of the Municipal Finance Management Act and which | liava signed on behalf of the
Municipality.

I certify that the remuneration of Councillors and in-kind benefits are within the upper Kmits of the
framework envisaged in Section 219 of the Constitution, read with the Remuneration of Public Officer
Bearers Act and the Minister of Provincial ané Local Government's determination in accordance with this
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REPORY OF THE AUDITOR-CENERAL TO THE EASTERN CAPE PROVIN
LEGIZLATURE AND THE COUNCIL Ok i@U@i& MURICIPALITY

REPORT ON THE FINANCLEL STATEMENTS

introduection

1.

i have audited the finencial statements of the Kouga Municipality set out on pages .. 1o ..,
which comprise the statement of financial position as at 30 June 2013, the statement of
financial performance, statement of changes in nel assels, cash flows slaterient, siatemant
of comparison of budgets and actual amounts, for the year then ended, and the notes,
comprising a summary of significant acoounting policies and other explanatory information,

Accounting officer's responsibility for the financisl statemerts

2,

The accounting officer is rasponsibie for preparation and the fair presentation of these
fimancial statements in accordance with South African Stendards of Generally Racognissd
zi\g;courimc; Practice (SA Standards of GRAP) and the reguiramenits of the Municipal
Finanoe Management Act of South Africa, 7003 {Act Mo, 58 of 2003) (MFMA) and Divigion of
Revenue Act. 2002 (Act No 5 of 2012} (DoRA), and for such intemal control as the
accounting officer determines is necessary (0 enable the preparation of financiat
stataments that gre fres rom matarial missiatemerd, whether dug 1o fraud or error

Auditor-General's rasponsibility

e

My‘ responsibility is to express an opinion on these financial stalerments based on my audil.

conducted my audit in accordance with the Public Audil Act of South Africa, 2004 {Act No.
25 of 2001} (PAA), the Genaral Nolice issued in terms thereo! and international Standards
an Auditing. Those standards require that | comply with sthical requirements and plan and
perform the audit to obtain reasonable assurance about whethar the financial statements
are fres from mzsterial misstatement,

An audit involves performing procedures to obiain audil evidence about the amounts an ci
disciosures in the financial statements. The procedures selected depend on the auditor's
judgemant, including the assessmant of the risks of maleral misstatement of the finansial
stalements, whelher dus to fraud or error. in making those risk assessments, the suditor
considers nternal control refevant to the entity’s preparation and fair presentation of the
finandcial statements in order to design audil procedues that are appropriate in the
creumstances, bul not for the purpose of expressing an opinion on the sffeciiveness of the
artity's internal control. An audit also includes avaluating the approprigteness of acnouriing
policies used and the reasonablensss of aceounting estimates made by managsment, a8
will ag svaluating the ovarall presentation of the financial siatemernts,

U betieve that the audit evidence | have abtained is sufficient and appropriate to provide a
besis for my gualified audit opinion.

Basis for qualified opinion

Provisions and Non - current provisions

g

Sufficient appropriate audit evidence was ot available to support the provision and no
current provision for the rehabilllation of landfill sites disclosed in note 16 and 22
respectively, 1o the financial staterments, Supporting documentation was not submitiad for
audit purposes. twas unable to confirm the provision and non - current provision by
alternative means, Consequantly, | was unable 1o delermine whather ary adjustmeants weare
nacaessary lo the provision and non -currernt provision for rehabilitedion o7 landfll siies of



180

F4.7 mitlion (2012 747 million) ap disclosed in note 16 ang BE.A million (2012, R9.3
million as disclosed in note 23 1o the firancis! statemants.

Frior vear comparative information

7. During 2011-12 sufficient appropriate audit evidence was not available for payables from
exchange angd nor - exchiangs ransactions as disclosed in note 17 and 18 {o the financhal
statements and | was unable to confirm the balance by allgrnative means. This amour
relates 1o sundry deposits (bullding deposits) and creditors suspense aceounts.
Conssquently, | was unabié (o detarmine whethar any adjustments were netessary (o
payables from exchangs transactions of R1456.4 million and paysblas from non exchangs
transactions of RE0 mition as disclesed in note 17 and 18 t¢ the financial statemenis. My
opinion on the current period's financial statemeanis is alse modified becauss of the
posgibile effect of this matter on'the comparability of the current period's figures.

o

Sufficierit appropriate audl evidence was not available forthe correction of error relating to
unspant grants and subsidies disciosad In note 41,17 to the financigl statemants and | was
unablg o confirm the correction of errar by glisrnative means, This amourd relates o the
clearing of comndliional grant Tabilides. Consequantly, | was tnable to determine whether
any adjustments were-necessary to the epening balance of accumulstad sumplus of R2.6
billion a5 tisclosed in note 41,1 to the financial statemeants. My opinion on the currert
perind's fimancial staternents s also modifisd because of the possible sffest of this matier
on thz comparability of the surrent period's figures,

Gualified opinion

8. Inmy opinion, excapt for the possible effeats of the matters describad in the Basle for
gualified opimon paragraphs, the financial stalements present fairly, in all material respecs,
the hinancil position of the Municipality as & 30 Juneg 2003 and #s finsncial performance
and cash flows for the yaar then ended, in adeordance with 8A Standards of GRAP and the
renuiraments of the MFMA and DoRA

Ermphagis of matiors

I draw attention o the matters below, My ooinion is not modified in respact of these matiars,
!

‘Restatement of corresponding figures

100 As disclosed in note 471 o the financial staterments, the prior period corresponding figures
have bean restated as a resuit of grrors only corrected durng the vear endad 30 June 2013,
that existed as at 30 Juna 2012

Materizl impairmenis/iosses

11 Ag disclosed in note 34 to the dnancigl statements, an amourd of B & 4 milion (2012 B28.7
million) was written off as impairment losses due to the non payment of consumer debior
RCCOUTES.

12, As disclosed in note 47.8 o the financial statements, the municipality incurred material
insses relating to electricity of RE.G million {2012) RY.9 million) as 2 result of tampering of
meters, faulty meters and llegal elactricity connections.

13, Ag disclosed in note 47,10 w the financial staterments, the runicipality incurred material
losees relating o water of BT milllon 2012 RE.2 million) ss resull of faulty metars,
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Financial sustainability

14,

As disclosed in note 53 1o the financial staisments, the cash flow of the municipalily is under
strict cash management processes and is being closaly moniforad. The revenue is not
always received in the form of actusl cash receipts. This has resulted in significant cash flow
constraints, This situation, along with other matters as set forh in the note, ndicaiss that the
municipality may encounter difficully reafising ils assels and discharging its liabifities in the

normal course of business,

Stgnificant uncertaintiss

15

Ag dinciossd n note 50 1o the financial sistemeants, ha mirRCipaEity is a deferdant in a
number of lawsulls. The results of these lawsuits canno! be determined at present as
fitigation is still in prograss.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

16,

in accordance wilh the PAA and the General Notfice issued in terms theraof, | report the
following findings relevant to performance against predetanmined objectives, compliance
with laws and regulations and internal control, but not for the purpose of expressing an
apirdon,

Pragstenmined objsctives

17.

—F
o

20

Ppertermed procsdures o obiain avidence about the usefulness and reliability of the
mformation in the annuat performance report as set out on pages 3 to 14 of the annual
raport.

The reportad perormance against predetermined objectives was evaluated against the
overall ariteria of usetfulness and refiability. The usefuiness of mformation in the anmual
pariormance report relates to whather s presented in accordance with the National
Treasury's annual reporting principles and whether the reported performance is consistent
with the planned developmerd obigctives, The usefulness of information further relates o
whether indicators and targats are measurable (Le. well defined, verifiabile, spacific,
measuwrable and time bound) and relevant as required by the National Treasury Framework
for managing programime performance information (FMPPH,

The reliabilily of the information in respect of the selectar development chisctives is
assessad © detsrming whather i adequately reflects the facts (Le. whether it is valid,
accurate and compieta).

The material findings are as Tollows:

tsstuiness of information

Frasentation

Measures taken to improve performance not disclosed

27

Section 46 of the Municipa! Sysisms Act requires disclosurs in the annual perfarmance
repor of maasures taken lo improve performance where plannad targets ware not achipved,
Measures to improve performancs for a total of 8% of the plannad targets not achisved
were not raflacted in the annual performance report. This was dus to the lack of adequately
ard sufficiantly skilled resources in place 1o ensure that performance is monftorsd sma
acourately reporied on.
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Consistency
R’apof‘iad fargets not consistent with planned targets

. The Municipal Bysiems Aot seclion 41{c) raguires that the infegrated development plan

abhould form tha basis for the annual report, therefore requiring consistancy of objectives,
indicators and targets between planning and reparting documents. A total of 32% of the
reported fargets are not consistent with the targets as per the approved integrated
development plan, This s dug to the lack of an established performance management
systam which entails revisws from management, intemal sudit and the audit commitize of
the annual performance repont against the integrated davelopment plan,

Reliability of selected development priorities in the annual performance report
Development Poority Two - Basic services and infrestructure

23, The National Treasury FMPPI requiras that instifutions shouwld have appropriste systems 1o
collect, collate, verify and store performance information to ensure vaiid, accurate and
comgiete reporting of actual achievemenis against planned objectives, ndicators and
targets. | was unable to-obtain the information and explanations | considared necessary to
safisly mysell as othe reliabllity of information presented with respact to Provision of Basic
Service Delivery. This was due to the ract that the institution sould not provide sufficient
appropriate avidence i support of the Information prasantad with respect o e
developmarnt priority.

Compliance with laws and regulations

24 1 performed procedures to obiain evidencs that the entily has complisd with applicabie aws

and raguiations regarding financial matters. financial managemsnt 2nd other related
matters, My findings on material non-compliance with specific matters in key appic ﬁi )
laws and reguistions as set out in the General Notice 1ssued in terms of the PAA ame g5
follows:

Strategic planning and performance mansgement:

25. The perfurmance managemant sysiem of the municipality did not provide for the monitoring
of parformance and for the measuring and review of performance ai least onee per year,
with regard to each of those development priorilies and objectives and against the key
perfoimanse indicators and targels sel, as required by section 41 of the Municipal Systems
At (MSA).

26, Ravigions (o the seivices civiévs—ﬁrw and budgst implemeniation plan weare not apmp 'n\feri %:w the
council after the approval of the adjiusiments budget, es required by section 54(1i(c) of the
MFMA.,

27, The annual parformance report for the year undsr review doss not include the peformance
of the munmicipality and of each external service providar as required by section 46 {1)(a) of
the MBA,

28. The municipality did not have and maintain effective, efficient and transparent sysiems of
financiat and rizk managemeni and internal controls as required by section §2(13(0){i) of the
BMEIA,
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28 The audit commiites did not submit, af lzast twice during the financial vesr, an audil raporn
an the review of the performance maﬁaq&mmf syatam {0 the councll, as required by
Municips! planming and performance managament regulation 144 a)(ii.

30, The audit committes did not review the municipality's pedormance managemant aystem and
makes recommengations o the councll, as required by Municipal planning and pardormance
managarnent reguiation 1445 ain

b

3. The audit committes did not review all the guarterly inlernal audit reporie on perdormance
meazursment, as reguiied by Municipal planning and pedormancs management reguiation

TaaRaN

32 Theinternal sudit did not audi the results of performance measurements, &8 required by
secton 45{1)(a) of the Municipal Bystems Act and Municipa! planning and iZJv;E%’f’Ss"“i ARG
nianagement regulation 14(1)a).

I3 The internal audi unil did not assess the functmml:ty of the parformance managemant
w th as reguired by Murdcipal slanning and performance managemsnt regulation
)(b)il}-

34, The intermal audit unit did not assess the axtent to which the performance measuremeants
were relighle in measuring the performarice of the munisipality on key and genersl
performance indicalors, as required by Musicipal planning and performance managemerntd
regalation T4{ 1S,

]

5. The intgrnal audil unfi did not audil the performarice measurements on a continuous basis
and/or subrmitted quarterly reporls on thelr audits o the municipal mansger and the
performanss audit commities], as required by Muricipal planning and periormancs
managemant regulation 1401){(¢).

Hudgels

36, Expendiiure was incurred in excess of the imits of the amaounts provided for in the vates of

the approved budgset, in contraveniion of section 87(8) of the MFRA,

Arvrrosl financial statements and annus! report

37, The fnancial statamenis submilled for audifing were not prepared in all materal respacts in
accordancs with the requiremanis of section 122 of the Municipal Finance Managemen!
Act. Material missiatements of non-current asssis, current zsssts, liabilites, revenue,

axpendiura and disclosure tems entified by the suditers i the submitted financial
statemenis were subsaguantly correnle c£ *’Jui the uncorrected material missiaismants
resutiad in the fimancial statements recaiving 2 quaiified audi opinion.

38, The 2011/12 annual report was not ablad mthe munisipal councll within seven manths
gfler the end of the financial year, as required by section 127(2) of the MFMA

38, Awritten sxplanation was not submitisd o council setting out the reasons for the delay in
?hﬁ ‘tah!a;w} of the 2011/12 annual report in the council, s required by section 127(3) and
133(Na) of the MFMA,

40, The annual repori Tor the vear under review does not include an zssessment by fne
accourding officer of any arrears (“m municipal iaxes and sarvice charges and the report of
the audll committes, as required by section 121(3ie), 121(4¥c) and - 2%( W and 1214
of the MFMA respectively.
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Aredit committes

410 AN audil commities was not in place for the full financial vear with a full coriplevarnt of
members as required by seciion 166{1) of ths MEMA,

03

=
P

. The audil commilies did not advise the “fsunm; nar acceunting officer on matters redating
infarnal fimancikl cordrol and inermal audits: rmnagﬂ ment; accounting policies; effsctive
governance; parformance managemant and p@; formance evaluation as required by section
1BH(2)a) of the MFMA.

43. Tne audit committee did not advise the council nor accounting officer on matters redating (o
the adsquacy, reliabilily and acsuracy of finandial reporting and information, as required by
gection 160{Z2)}a)iv) of the MFMA.

44. The audit committee did not adviss the council nor accounting officer an matiers railzting fo
compliance wilit legislation, as required by section 188(2)a){vi) of the MFMA.

4B, The audh committes did not respond to the council on the issues raised in the audit rEpons
of the Auditor-General, as required by section 186(2)e) of the MFMA..

45, The audit commities did not meet al least four times a vear, 25 required by saction 188(4)(b)
of the MIFMA, :

47, The audit commitiee did nol review the annual financial statements to provide the councii
with an authoriiative and oredible view of the financial pasitian of the entity, its gificiency and
&*"‘f@rﬁvf—ngm and its ovarall level of compliance with lagisiation, a8 required by section
TEE{2 1) of the MFMA,

Internal Audit
48, The inlernal audit unit did not function as required by section 185(2) of the MFMA, in that

e it did nol report o the audil committes on the implemantation of the internal audi
e,

o it did not adviss the accounting officer and/or report 1o the audit committes on
rmatiers rela Lsng to trdermnal audit, internal controls, accounting procedures and
praciices, rdsk and risk management and oss oonirol,

48, The internal audit unit did not advise the :-zt,c,r:ummq officer and report to the audlt committes
on matters refating o compliances with the MFMA, the Division {.,s[ Raevenus Act and other
applicable legislation, as reguirad by saction 165(2YB)NVI of the MFMA.

Expenditure management

50. Money owing by the municipality was not always paid within 30 davs or an a greed pariod,
as required by section 85(2)(=) of the MFIMA.

51. Reasonable steps wers not taksen 10 pravent unauthorised expenditure, Irregudar expenditure

and fruitings and wasteiul expenditure, in accordance with the reguiraments of section 82(2)
of the MFMA

Human Rescurces

iurew

52, The municipality did not develop and adopl appropriate systams (wliu&") road
sex(: G (0]},

o monitor measurs and evaluale parformance of staff in contravention of E‘:" A

rp

E_éai:siﬁ.ify Manzgement

omation systam which acoounts for Habilities
a) of the MFMA.

/\n adegugie managemeant, accourting and inf
as nolin place, as required by section 63(2)(
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54 An sffective system of internal control for llabitities {including a lishility register) was not in
placa, as required by section B3(2) o) of the MFMA.

Consequences management

55, Unauthorized, iregutar and fruitless and wasteful expenditure incurred by the municipality
was not invesiigatad o determing if any persoen is lable for the expenditure. in accordance
with the reguirements of section 32(2) of the MFMA,

INTERNAL CONTROL

5G. | considered internal-contral relevant to my audit of the fnancial staiements, annual
performance reporl and compliance with laws and regulations. The matters reparted below
under the fundamentals of internal control are limited to the significant deficiencies that
resulted in the basts for qualification of opinion, the findings on the annual performance
report and the findings on compliance with laws and regulations included In thig report.

Leadership

57. Management did not address all deficiencies during the year and leadership does not
exarcise consequence managemant for poor performance and transgressions. In addition
hare is g lack of monitoring and oversight by the leadershin.

Financial and performance managemsani

58. Managemaearnt did not maintain a proper filing system for payabies and did not effectively
manage and monitor daily and monthly processing. In addition, they did not fully undserstand
the requiremants of the finandial reporting framaework and there is no formal documented
systern over information technology. Furthermore, management did not comply with sl lsws
and regulzations dus fo a lack of appropriate monitoring,

GZovernance

5% Ne gk assessments were performed during the year under review in order to manage risks
within the controf environment  in addifion. the audit committes and intarnal audit did not
function throughout the year.

East London

29 November 2018
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HOUGA MUNICIPALITY
ANNUAL FINANCIAL STATEMENTS
for the year ended 38 June 2013

REPORT OF THE CHIEF FINANCIAL OFFICER

21

INTRODUCTION

It gives me great pleasure to present the Annual Financial Statements of Kouga Muricipality at 30 June 2013,

These Annual Financial Statements have been prepared in accordance with Generally Recognised Accounting Practice {GRAP), issued by
the Accounting Standards Board {ASB) in accordance with Section 122(3) of the Municipal Finance Management Act, (Act No 58 of 2003).
the standards and pronouncements that form the GRAP Reporting Framework for the 2011/12 financial period is set out in Directive 5

issued by the ASB on 11 March 2008,

The Statement of Financial Position at 30 June 2013 indicates & dacrease in Net Assefs and an increase in Non-current {iabiliies and

decrease in Gurrent Liabilities

The decrease in Assets is ascribed primarily to the decrease in Acoumulated Surpius as a result of the defecit generated on the operating
account. The decrease in Non-current Liabilities is primarily as a resulf of the decreases in Long-term Habiiiies . The increase in Current

Liabilities is primarily as a result of the increase in the current portion of long-term labliities.

KEY FINANCIAL INDICATORS

The following indicators are self-axpianatory.

Financial Statement Ratios:

INDICATOR

2013

2012

Surplus / {Deficity before Appropriations
Surplus / {Deficit) at the end of the Year

Expenditure Categories as a perceniage of Total Fxpanses;
Empioyee Refated Casts
Remuneration of Councillors
Coliection Costs
Depreciation and Amortisation
Impairment Losses
Repairs and Maintenance
Interest Paid
Butk Purchases
Contracted Services

rants and Subsidies Paid
Generat Expenses

Current Ratio:
Trade Cradiiors Davs
Debtors from Exchange Transactions Days

{41 009 958)
2 546 042 482

34.39%
1.83%

0.00%

14,36%
0.86%
D.42%
3.36%

28 88%
0.00%
3.78%
8.32%

161
44

(87 561 214)
2 BET 052 447

33.02%
1.44%
0.11%

13.81%
3.37%
2.78%
3.77%

27 .58%
0.00%
3.28%
8.74%

178
35

The extremely good ratio for Debtors Days, caiculated on net deblors, ts because of a substantial increase in the Provision for Impaiment,

which renders a favourable rafio for the vear,

i6




2.2 Parformance Indicators:
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INDICATOR 2013 2012

Borrowing Managemant

Capital Charges o Operating Expenditure 4.31% 4.00%

Borrowing fo Total Capitat Assets 2.30% 2.858%
Safely of Capital:

Gearing 2.35% 2.75%
Liguidity:

Currant Ratio 1.56 1.46

Liquidity Ratio 0.10 0.10
Revenue Management:

Current Debtors Collection Rate 98 .40% 98.23%

Quistanding Debtors to Revenue 18.16% 14.71%
Creditors Management:

Craditors to Cash and investmenis 575.53% 617.04%
Financial Viability

Debt Coverage 64,54 178.97

CQuistanding Service Debtors to Revenue 17.82% 16.91%

Cost Coverage 0.04 0.04

3. OPERATING RESULTS

Details of the operating results per segmental ciassification of expenditure are included in Appendix "D whilst operational results per
category of expenditure together with an explanation of significant variances of more than 10% from budget, are included in Appendix

Ey

The services offered by Kouga Municipality Municipality can generally be classified as Rates and General, Economic and Trading Services

and are discussed in more detail beiow.

The overall aperating results for the year ended 30 June 2012 are as foilows:

Actual Actual Percentage Budgeted | Variance actual/
DETAILS 2012113 201112 Variance 2012113 budgeted
B R Yo R %
income:

Opening surpius / {deficit) 2 Bg7 052 441 2799 214 242 (7.58) - 100.00
Operating income for the year 521 323475 456 115 008 11.78 550 044 872 (5.28)
Appropriaiions for the vear - - - - -
3 108 075 517 3 285 328 250 {4.82) 580 044 872 485.06

Expenditure:
Operating expenditure for the year 582 033 034 553 676 222 1.51 883 583 274 {3.68)
Carrection of error ¢ 124 600 587 {100.00) - 100.00
Closing surpius / {deficit) 2 546 042 483 | 2 587 052 441 (1.58) (33 508 602) (7 698.18)
' 3108 075 517 3 285 320 250 {4.82} 550 044 672 488.00

17




3.1

3.2

3.3

3.4

Rates and General Services:

188

Rates and Genaral Services are all types of services rendered by the municipality, excluding those listed below. The main income sowrces

are Assessment Rates and Sundry Fees levied.

Actual Actual Percentage Budgeted Variance actualf
DETAILS 201213 2011112 Variance 201203 budgeted
R R % R %
Income 219 830 460 186 656 804 17.77 221382 316 (0.60)
Expenditure 201704753 270 2683 473 7.97 279 383 164 4.44
Surplus / (Deficit) (71984 2684) (83 606 66Y) {13.93) (88 030 B48) 24.01
Surplus / {Deficit) as % of total income (32.74)% (44.79)% {26.22)%

Waste Management Services:.

Waste Management Services are services renderad by the municipality for the collection, disposal and purifying of waste (refuse and

sewerage). Income is mainly generated from the levying of fees and tariffs detenmined by the council.

Actual Actual Percentage Budgeted | Variance actual/
‘DETAILS 201213 201112 ‘Variance 2012113 budgeted
R R % R %
Income 87 189 963 77 B32 585 12.02 83 256 441 4.67
Expenditure 80 856 014 61025 158 {0.28) 85 074 383 (6.48)
Surplus / {Deficit) 25 333 049 16 BOY 427 56.68 18 222 083 44.62
Surplus / (Deficif} as % of total income 30.20% 21.50% 21.88%

Electricity Services:

Eleciicity is bought in butk rom Eskom and distribuied io the consumers by the municipality. The cost of bulk purchases to the
municipality was R146 128 688 (2012 R129 914 987). Tariffs levied for electricity are subject to adminis!e_ered adiustments,

Actual Actual Percentage Budgeted Variance actual/
DETAILS 2012113 20112 Variance 2012113 budgeted
R R % R %
income 183 641 252 176 480 950 4.08 200 001 439 (8.18)
Expendifure 166 780 024 160 882 480 £.53 180 865 222 6.13)
Surpius / {Deficit) 13 881 228 15 608 470 (11.19) 19 136 217 (27.57)
Surplus / {Beficit) as % of total income 7.55% 8.84% 8.57%

Water Services:

Water is bought in buik from NMBM and "Gamtoos Irigation Board” and distributed to the consumers by the municipality. The cost of bulk
muchases to the municipality from NMBM was R16 181 171 (2012: R22 767 807 ). Tarifis levied for water are subject to administered

adjustments.

Actual Actual Percentaoe Budgsted Variance actual

DETAILS 2012M3 201512 | Variance 2012M13 budgeted
R R % R Y

Incorne 40 851 738 38 625 302 602 45 384 476 (8.77)
Expenditure 42330114 46 BOT 285 {9.57) 54 037 105 {21.66)
Surpius ! (Defcit) {1378 376) {8 181 983) {83.15) {8 852 629) {84.07)
Surpius / (Deficlt) as % of {ofal income {3.37v% (21.18)% (18.071%

ig
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RECONCILIATION OF BUDGET TO ACTUAL

Operating Budget:

DETAILS

2043

2012

Variance per Category:

Budgeted surplus before appropriations

Revenue variances

Expenditure variances:
Emgioyee Related Costs
Remuneration of Counciliors
Coliection Costs
Depreciation and Amortisafion
Impairment Losses
Repairs and Mainienance
Interest Paid
Buik Purchases
Contracted Services
Grants and Subsidies Paid
General Expenses
Loss on disposal of Property, Plant and Egquipment

Actual surplus before appropriations

133 508 602)

{28 021 587)

{12 057 533)
{103 140)
235 176

{6 581 575)
20 010 871
16 716 763

{1401 053}

(2 782 710}
63 090

(6 949 304}
14 346 746

33187 523

(55 169 490}

{16 354 544)
1184 348
(622 156)
{77 007 101)
{4 364 483)
18 087 435
2 153 358
(12 170 274)
49 019

(3 204 676)
5 675 346
(5 260)

41 009 958)

{87 581 214)

DETAILS 2013 2012

Variance per Service Segment.

Budgeted surplus before appropriations {33 508 602) 53 187 523
Exgcutive and Councll 2272 091 770 889
Finance and Administration {10 0B0 538) (32 257 296)
Planning and Development 3189879 (328 862)
Health - -
Community and Social Services 11 430 129 5419 922
Housing 492 533 82 978
Public Safety {7 B32 581} {7 918 038}
Sport and Recreation 1276183 {43 408)
Ervironmental Protection & 508 248 3 365 191
Waste Management 8111898 4 891 831
Roads and Transport {© 836 662) {50 385 898)
Water 7 274 253 (8 577 154)
Electricity (5 274 989) (11 404 G25)
Other (9 900 164) 7 085 487

Actual surplus before appropriations

{36 838 325)

{37 101 838)

Details of the operating results per segmental classification of expenditure are inciuded in Appendix "I}
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ACCUMULATED SBURPLUS
The balanee of the Accumutated Surplus as at 30 June 2013 amounted to R2 546 042 482 (30 June 2012 R2 587 052 441)-and is made

up as foliows:

Accumuiaied Surpius 2 546 042 483
2 546 042 483

Refer to Note 24 and the Staternent of Change in Net Assats for more datail,

LONG-TERM LIABILITIES
The outstanding amount of Long-term Liabllities as at 30 June 2013 was R59 880 244 (30 June 2012: R71 181 212).

Refer to Note 21 and Appendix "A" for more detail,

RETIREMENT BENEFIT LIABILITIES

The outstanding amount of Retirement Banefit Liabilites as at 30 June 2013 was-R67 554 000 (30 June 2012 RS0 111 40D},

This liabllity is in respect of continued Healh Care Benefits for employees of the municipality after retirement being members of schemes
providing for such benefits. This lability is unfunded,

Refer o Note 22 for more detail,

NON-CURRENT PROVISIONS

Non-current Provisions amounted R18 416 51€ as af 30 June 2013 (30 June 2012: R16 188 316) and is made up as follows:

Provision for Augmentation fees 52 200

Proviston for Long-term Service $ 092 000

Provision for Rehabiltiation of Land-fill Sites 8 265 316
18416518

These provisions are made in order to enable the municipality to be in a position o fulfil its known legal obligations when they become due
and payable.

Refer to Mote 23 for more detail,

CURRENT LIABILITIES

Current Lisbiliies amounted R183 573 022 as st 30 June 2013 (30 June 2012; R1BC 168 837} and is made up as follows.

Consumer Deposits Note 15 8 693 418
Provisions Mote 16 ' 16 468 Q77
Payabies from Exchange Transactions Note 17 106 705 228
Pavables from Non-exchange Transactions Note 18 4 730 738
thspent Conditional Grants and Receipis Note 19 g 982 857
Bank Overdraft Note 7 474 883
Current position of Long Term Liabitities Nate 20 22 524 330

183573002

Current Liabllities are those liabilities of the municipality due and payable in the shortterm (less than 12 months). There is no known
reason as 1o why the municipatity will not be able 1o mast fis obligations,

Refer to the indicated Notes for more deigil.

20
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PROPERTY, PLANT AND EQUIPMENT
The net value of Property, Piant and Equipment was RZ 535 249 548 as at 30 June 2013 (30 June 2012 R2 585 157 020}

Refer to Note 10 and Appendices "B, C and E (2)" for more detail

INTANGIBLE ASSETS

The net value of intangible Assels were R121 587 as at 30 June 2013 {30 June 2012 R150 448).

intangible Assets are assels which cannot physically be dentified and verified and are in respect of computer software obtained by the

runisipality in order to be able to fuifil its duties as far as service delivery is concernag.

Refer {o Note 11 and Appendix "B" for more detail.

INVESTMENT PROPERTY

The net value of Invesiment Properties were RE5 613 070 as at 30 Jung 2013 (30 June 2012 R86 167 010}

Investment Property is property held fo eam rentals or for capital appreciation or toth, rather than for use in the production or supply of

goods of services of for adminisirative purposes: or sale in the ordinary course of operations.

Refer o Note 12 and Appendix "B" for more detail.

LONG-TERM RECEIVABLES

Long-term Receivables of R336 520 at 30 June 2013 (30 June 2012 R385 800)

The decrease in the amount for Long-term Receivables is due to the increased amount of debt arrangements entered into with debtors.

Raefer to Note 14 for more detail,

CURRENT ASSETS

Current Assets amounted R274 581 530 as at 30 June 2013 (30 June 2012: R262 498 621} and Is made up as follows:

Inventories Note 2
Receivables from Exchange Transactions Note 4
Recelvables from Non-exchange Transactions Noie 5
VAT Receivahle Note 6
Cash and Cash Eguivalents Note 7
Operating lease receivables Note 7
Current poriion of Long Term Receivabie Note 8

3513045
47 890 755
24 177 611

4 501 730
18 540 248

126 258
9 000

274 581 530

The increase in the amount for Current Assets is mainly due o the increased amount held in Bank and Cash Eguivalents,

The subsiantial increase in VAT receivable is due 1o an independent review done in June 2013 and a claim to be submitted to SARS as a

resuft.

Refer to the indicated Motes for maore detail.
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15, INTER-GOVERNMENTAL GRANTS

The municipality is dependent on financial aid from other government spheares to finance ite anmual capital programme.  Operating grants
are utilised to finance indigent assistance and provision of free basic services.

Refer to Notes 19 and 26, and Appendix "F" for more detail.

18. EVENTS AFTER THE REPORTING DATE
Fult details of ali known events, if any, after the reporting date are disciosed in Note 52 Currently management is not aware of any such

evernts,

17. EXPRESSION OF APPRECIATION

We are grateful to the Mayor, members of the Executive Committes, Counciilors, the Municipal Manager and Heads of Departments for the
support extended during the financial year. A special word of thanks {o 2l staff in the Finance Department, for without their assistance
these Annual Financial Statemeants would not have been possible.

CHIEF FINANCIAL OFFICER
31 August 2013

22
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KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STAT&:MENTS
FOR THE YEAR ENDED 30 JUNE 2013

1. BASIS OF PRESENTATION

The Annual Financial Statements have been prepared on an Accrual Basis of
accouniing and are in accordance with the historical cost convention, except where
indicated otherwise.

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

1.1 Changes in Accouniing Policy and Comparability

Accounting Policies have been consistently applied, except where otherwise indicated
below. The details of any changes in accounting policies are explained in the relevant
notes to the Annual Financial Statements.

For the years ended 30 June 2012 and 30 June 2013 the municipality has adopted the
accounting framework as set out in paragraph 1 above. The details of any resuliing
changes in Accounting Policy and comparative restatements are set out below and in
the relevant Notes to the Annual Financial Statements.

The municipality changes an Accounting Policy only if the change:
{a) Is required by a Standard of GRAP; or

{b) Resulis in the Annual Financial Statements providing reliable and more relevant
information about the effects of transactions, other events or conditions. on the
municipality's financial position, financial performance or cash flow.

1.2 Critical Judgements, Estimaticns and Assumptions

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

These estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the estimate is
revised if the revision affects only that period or in the period of the revision and futurs
periods if the revision affects both current and future periods.
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KOUGA MUNICIPALITY
ACCOUNTING PCOLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013 (continued)

1. BASIS OF PRESENTATION (continued)
1.2 Critical Judgernents, Estimations and Assumptions (continued)

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

1.2.1 Revenue Recognition

Accounting Policy 11.2 on Revenue from Exchange Transactions and Accounting Policy
11.3 on Revenue from Non-exchange Transactions describes the conditions under
which revenue will be recorded by the management of the municipality.

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

1.2.2 Financial Assets and Liabilities

The classification of Financial Assets and Liabilities, into categories, is based on
judgement by management. Accounting Policy 8.1 on Financial Assets Classification
and Accounting Policy 8.2 on Financial Liabilitiss Classification describe the factors and
criteria considered by the management of the municipality in the classification of
Financial Assets and Liabilities.

in making the above-meniioned judgemeant, management considered the definition and
recegnition criteria for the classification of Financial Instruments as set out in GRAP 104
{Financial Instruments).

1.2.2  Impairment of Financial Assets

Accounting Policy 8.4 on Impairment of Financial Assets describes the process foliowad
to determine the value by which Financial Assets shouid be impaired. In making the
estimation of the impairmeni, the management of the municipality considered the
detailed criteria of impairment of Financial Assets as set out in GRAP 104 (Financial
Instruments) and used its judgement to select a variety of methods and make
assumptions that are mainly based on market conditions existing at the end of the
reporting period. The management of the municipality is satisfied that impairment of
Financial Assets recorded during the year is appropriate.
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KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013 (continued)

1. BASIS OF PRESERTATION {continued)
1.2 Critical Judgements, Estimations and Assumptions (continued)
1.2.3 impairment of Financial Assets (continued)

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

1.2.4 Useful lives of Property, Plant and Equipmem‘, Investment Property and
intangible Assets

As described in Accounting Policies 3.3, 4.2 and 5.2, the municipality depreciates /
amortises its Property, Plant and Equipment, Investment Property and Intangible Assets
over the estimated useful lives of the assets, faking intoc account the residual values of
the assets at the end of their useful lives, which is determined when the assets are
available for use.

The useful lives of assets are based on management's estimation. Management
considerad the impact of technology, avallabiiity of capital funding, service requirements
and required return on assets in order to determine the optimum useful life expectation,
where appropriate.

The estimation of residual vaiues of assets is based on management's judgement as fo
whether the assets will be sold or used to the end of their useful lives, and in what
condition they will be at that time.

For deemed cost applied o other assets as per adoption of Directive 7, management
used the depreciated replacement cost method which was based on assumptions about
the remaining duration of the assets.

For deemed cost applied to land and buildings as per adoplion of Directive 7,
management made use of on independent valuator. The valuator's valuation was based
on assumptions about the market's buying and selling trends and the remaining duration
of the assets.

1.2.5 Impairment: Write-down of Property, Plant and Eguipment, and Inventories

Accounting Policy 7 on Impairment of Assets, Accounting Policy 4.2 on infangible Assets
— Subsequent Measurement, Amortisation and Impairment and Accounting Policy 8.2 on
Inventory — Subsequent Measurement describe the conditions under which non-iinancial
assets are tested for potential impairment losses by the managemaent of the municipality.
Significant estimates and judgements are made relating o impairment testing of PPE,
impairment testing of Intangible Assets and write-down of Inventories to the lowest of
Cost and Net Realisable Values (NRV).
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KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013 (confinued)

1. BASIS OF PRESENTATION {continued)
1.2 Critical Judgements, Estimations and Assumptions {continued)

1.2.5 impairment: Write-down of Property, Plant and Equipment and Inventories
(continued)

In making the above-mentioned estimates and judgement, management considered the
subsequent measurement criteria and indicators of potential impairment losses as sat
out in GRAP 21 (impairment of Cash Generating Assets) and GRAP 26 (Impairment of
Non-cash Generating Assefs). In particular, the calculation of the recoverable service
amount for PPZ and Intangible Assets and the NRV for Inventories involves significant
judgment by management.

1.2.86 Water Inventory

The estimation of the Water Inventory in reservoirs is based on the measurement of
water via elecironic level sensors, which determines the depth of water in the reservoirs,
which is then converted into volumes based on the total capacity of the reservoir.
Furthermore, the length and width of all pipes are aisc taken into account in determining
the volume of water on hand at year-end. Refer to Accounting Policy, paragraph 8.2.2.

1.2.7 Defined Benefit Plan Liabilities

As described in Accounting Policy 13.2, Employee Benefits — Post-employment Benefits,
the municipality obtains actuarial valuations of its Defined Benefit Plan Liabilities. The
defined benefii obligations of the municipality that were ideniified are Post-retirement
Health Benefit Obligations and Long-service Awards. The estimated liabilities are
recorded in accordance with the requirements of IAS 19, Detalls of the liabilities and the
key assumptions made by the actuaries in estimating the Habiiities are provided in the
relevant Notes 1o the Annual Financial Statements.

1.2.8 Provisions and Contingent Liabiiities

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

1.2.8 Budget Information

Deviations between budget and actual amounts are regarded as material differences

when a 10% deviation exists. All material differences are explained in the relevant Notes
o the Annual Financial Statements.
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KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013 (continued)

1. BASIS OF PRESENTATION {continued)
7.3 Presentation Currency
The Annual Financial Statements are presented in South African Rand, rounded off to
the nearest Rand which is the municipality's functional currency. No foreign exchange
transactions are included in the statemants.
1.4 Going Concern Assumption
The Annual Financial Statements have been prepared on a Going Concern Basis.

1.5 Offselting

Assets, Liabilities, Revenues and Expenses have not been offset except when offsetting
is required or permitted by a Standard of GRAP.

1.6 Standards, Amendments to Standards and Interpretations issued but not yet
Effective

The following GRAP Standards have been issued but are not vet effective and have not
been early adopted by the municipality:

REFERENCE | TOPIC EFFECTIVE
DATE
GRAP 15 Seament Reporting Unknown

information 1o a large extent is already included in the notes to the
annual financial statements.

GRAP 20 Related Party Disclosure Unknown

information to a large extent is already included in the notes to the
annual financial statements.

GRAP 25 Emplovee Benefils . Unknown

Infermation 1 a large extent is already included in the notes to the
! annual financial statements.

GRAP 105 Transfer of Functions between Entities under Common Unknown
Control

No significant impact is expected as the Municipality does not
participate in such business transactions.

GRAP 108 Iransfer of Functions between Entities not under Conamon Linknown
Control

No significant impact is expected as the Municipaiity does not
participate in such business fransactions.

GRAP 107 Merosrs Unknown

No significant impact is expected as the Municipality does not
patticipate in such business transactions,
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KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013 (continued)

These standards, amendmenis and inferpretations will not have a significant impact on
the Municipality once implementad.

1.6 Standards, Amendments fo Standards and interpretations Issued but not yet
Effective (confinued)

The ASB Directive 5, paragraph 29, sets out the principles for the application of the
GRAP 3 guidelines in the determination of the GRAP Rsporting Framewaork hierarchy as
set out in the standard of GRAP 3 on Accounfing Policies, Changes in Accounting
Estimates and Errors.

Where a standard of GRAP s approved as effective, it replaces the equivalent statement
of International Public Sector Accounting Standards Board, international Financial
Reporting Standards or Generally Accepted Accounting Principles. Where a standard of
GRAP has been issued but is not yet in effect, the municipality may select to apply the
principles established in that standard in deveioping an appropriate Accounting Policy

dealing with a particular section or event before applying paragraph 12 of the Standard
of GRAP on Accounting Policies, Changes in Accounting Esfimates and Errors.

1. BASIS OF PRESENTATION {(continued)

1.7 MATERIALITY

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

2. PROPERTY, PLANT AND EQUIPMENT
2.1 Initial Recognition

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

The cost of an item of Property, Plant and Eguipment is recognised as an asset if, and
only if, it is probable that future economic benefits or service potential associated with
the item will flow to the municipality, and if the cost or fair value of the ilem can be
measured refiably.

Property, Plant and Equipment are initially recognised at cost on its acquisition date or in
the case of assets acquired by grants or donations, deemed cost, being the fair value of
the asset on initial recognition. The cost of an tem of Property, Plant and Equipment is
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KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JURNE 2013 {continued)

the purchase price and other costs attributabie to bring the asset to the iocation and
condition necessary for it to be capable of operating in the manner intended by the
municipality. Trade discounts and rebates are deducted in armiving at the cost. The cost
also includes the necessary costs of dismantling and removing the asset and restoring
the site on which it is located.

When significant components of an item of Property, Plant and Equipment have different
useful lives, they are accounted for as separate items {major components) of Property,
Plant and Equipment.

Where an asset is acquired by the municipality for no or nominal consideration {i.e. a
non-exchange transaction), the cost is deemed fo be equal to the fair value of that asset
on the date acguired.

The cost of an item of Property, Flant and Eguipment acguired in exchange for non-
monetary assels or monetary assets, ot a combination of monetary and non-monetary
assels is measured at the fair value of the asset given up, unless the fair valus of the
asset received is more clearly evident. If the acqguired ifem couid not be measured at its
fair value, its cost is measured at the carrying amount of the asset given up.

Major spare parts and servicing equipment qualify as Property, Plant and Equipment
when the municipality expects fo use them during more than one period. Similarly, if the
major spare parts and senvicing equipment can be used only in connection with an item
of Property, Flant and Equipment, they are accounted for as Property, Plant and
Equipment.

2. PROPERTY, PLANT AND EQUIPMENT (continued)
2.2 Subsequent Measurement

Subsequent expendiiure relating to Property, Plant and Equipment is capitalised if it is
probable that future economic benefits or potential service delivery associated with the
subsequent expenditure will flow {o the municipality and the cost or fair value of the
subsequent expenditure can be reliably measured. Subsequent expenditure incurred on
an assel is only capitalised when 1t increases the capacity or future sconomic benefits
associated with the asset. Where the municipality replaces parts of an asset, it
derecognises the part of the asset being replaced and capitalises the new component.

Subsequently alf Property Piant and Egquipment are measured at cost (or deemed cost),
tess accumulated depraciation and accumulated impairment losses.

Compensation from third parties for Hems of Property, Plant and Equipment that were
impaired, lost or given up is Included in surplus or deficit when the compensafion
becomes receivable.

2.3  Depreciafion

Depreciaiion on assets other than land is calculated on cost, using the Staighi-line
Method, to aliocate their cost or revalued amounts to their residual values over the
estimated useful lives of the assefs. The depreciation method used reflects the pattern
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KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013 (continued}

in which the asset's future economic benefits or service potential are expected o be
consumed by the municipaiity. Each parl of an item of Property, Plant and Equipment
with a cost that is significant in relation to the fotal cost of the item is depreciated
separately.



201

KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013 (continued)
Z. PROPERTY, PLANT AND EQUIPMENT (continued)

2.4 Depreciation (continued)

Depreciation only commences when the asset is available for use, unless stated
otherwise. The depreciation rates are based on the foliowing estimated useful lives:

Asset:Class o " L Years | . | AsseiClass .| Years
L COther .
Buildings -5 <100 °} Bins and Containers 5-156.
‘ C ] Computer Equipment 3-10
infrastructure -t Emergency Equipment ST
Electricity - 4380 -} Furniture and Fittings R Eo
Roads and Paving 5-860 | Motor Vehicles 510 -
Sanitation 7.-:55 " Office Equipment L 5-15
Sewerage "4~ 80 | Piant and Equipment 415
Water 5-100 | Specialist Vehicles 10-15
' o 4 Other Assets 15 -20
Commurnity S
Community Facilities - 20-30
Recreational Facilities 20-30"

The assets’ residual values, estimated useful lives and depreciation method are
reviewed annually and adjusted prospectively, if appropriate, at sach reporting date.
Reviewing the useful iife of an asset on an annual basis does not reqguire the
municipattity to amend the previcus eslimate unless expectations differ from the previous
estimate.

2.5 Land

Land is staied at historical cost and is not depreciataed as it is deemed to have an
indefinite useful life.

2.6 Infrasfruciure Assels

Infrastructure Assets are any asseis that are part of 2 network of similar assets.
Infrastructure Asseis are shown at cost less accumuisted depreciation and accumulated
impairment.  Infrastructure Assets ars treated similarly to all cther zssets of the
municipality in tarms of the Asset Management Palicy.

27 incomplete Construction Work

incomplete Construction Work is stated at historical cost. Depreciation only commences
whan the asset is available for use.
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KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ARNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013 (continued)

2. PROPERTY, PLANT ARD EQUIPMENRT (continued)
2.8 Derecognition of Property, Plant and Equipment

The carrving amount of an item of Property, Plant and Ecuipment is derecognised on
disposal, or when no fuiure economic benefits or service potential are expectad from its
use or disposal.

The gain or loss arising from the derecognition of an item of Property, Plant and
Equipment is inciuded in surphus or deficit when the item is derecognised. Gains are not
classified as revenue.

Gains or losses are caiculated as the difference between the carrying value of asseis
(cost less accumulated depreciation and accumulated impairment losses) and the
proceeds from disposals are included in the Statement of Financial Performance as a
gain or loss on disposal of Property, Plant and Equipment.

3. INTANGIBLE ASSETS
3.1 Initial Recognition

ldentifiable non-monetary assets without physical subsiance are classified and
recognised as Intangible Assefs. The municipality recognises an Intangible Asset in its
Statement of Financial Position only when it is probable that the expected fuiure
gconomic benefits or service potential that are attribuiable to the asset will flow o the
municipality and the cost ar fair value of the asset can be measured reliably.

internally generated intangible Assets are subject to strict recognition criteria before they
are capitalised. Research expenditure is recognised as an expense as incurred. Costs
incurred on development projects (relating to the design and testing of new or improved
products) are recognised as Intangible Assets when the following criteria are fulfilled:

4 It is technically feasible to complete the Intangible Asset so that i will be
‘available for use;

3 Management intends to complete the intangible Asset and use or salt it;

% There is an ability to use or sell the intangible Asset;

) it can be demonstrated how the intangible Asset will generate probabie future
aeconamic henefits:

¢ Adequate technical, financial and other resources to compiete the development
and to use or sell the infangible Asset are available; and

¢ The expendiurs attributable fo the Infangible Asset during its development can

be reliably measurad.
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KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013 (continued)

3. INTANGIBLE ASSETS (continued)
3.1 Initial Recognition (continued)

Other development expenditures that do not meet these criteria are recognised as an
expense gs incurred. Development cosis previously recognised as an expense are not
recognised as an asset in a subsequent period. Capitaiised development costs are
recorded as intangible Assets and amortised from the point at which the asset is ready
for use on a Straight-ine Basis over its useful life, not exceeding five vyears.
Development assets are tested for impairment annually, in accordance with GRAP 21/
GRAR 26.

Intangible Assets are initially recognised at cost. The cost of an Intangible Asset is the
purchase price and other costs atiributable to bring the Intangible Asset to the iocaiion
and condition necessary for it {o be capable of operating in the manner intended by the
municipality, or where an intangible Asset is acquired at no cost, or for a nominal cost,
the cost shall be its fair value as at the date of acquisition. Trade discounts and rebates
are deducted in arriving at the cost. Intangible Assets acquired separately or internally
generated are reporied at cost less accumulated amortisation and accumulated
impairment losses.

The cost of an Intangible Asset acquired in exchange for non-monetary assets or
monetary assets, or a combination of monetary and non-monstary assets, is measured
at the fair value of the asset given up, unless the fair value of the asset received is more
clearly evident, [f the acquired item could not be measured at its fair value, its cost is
measured af the carrying amount of the asset given up. If the acquired item’s fair value
was not determinable, it's deemed cost is the carrying amount of the asset(s) given up.

3.2 Subsequent Measurement, Amortisation and Impairment

After initfal recognition, intangible Assets are carried at cost less any accumulated
amortisation and any accumulated impairment losses. Expenditure on an intangible item
that was initially recognised as an expense shall not be recognised as part of the cost of
an Intangible Asset at a later date.

iy terms of GRAP 102, intangible Assets are distinguished between infernally generated
ntangible Assels and other intangible Assets. 1t is further distinguished between
indefinite or finite useful lives. Amoriisation is charged on a Straighi-ine Basis over the
intangible Assets' useful lives. The residual value of intangible Assets with finite useful
lives is zero, unless an aclive market exisis. Wheare Intangible Assets are deemed to
have indefinite useful lives, such Intangible Assets are nol amortised. However, such
Intangible Assets are subject to an annual impairment test.

{2
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KOUGA MUNICIPALITY
ACCCUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMERNTS
FOR THE YEAR ENDED 30 JUNE 2013 (continued)
3. INTANGIELE ASSETS (continued)

3.2 Subsequent Measurement, Amortisation and Impairment (continued)

Amortisation oniy commernces when the asset is available for use, unless stated
otherwise. The amortisation rates are based on the foliowing estimated useful lives:

Asset Class Years  Asset Class Years
Computer Software 3-10 | Computer Software Licenses As per
aggreement

Intangible Assets are annually tested for impairment, including Infangible Assets not yet
available for use. Where ilems of Intangible Assets have been impaired, the carrying
value is adjusted by the impairment loss, which is recognised as an expense in the
period that the impairment is identified. The impairment loss is the difference between
the carrying amount and the recoverable service amount.

The estimated useful lfe, residual values and amortisation method are reviewed
annually at the end of the financial year. Any adiustments arising from the annual review
are applied prospeciively as a Change in Accounting Estimate in the Statement of
Financial Performance.

3.3 Derecognition

Intangible Assets are derecognised when the asset is disposed of or when there are no
further economic benefits or service potential expected from the use of the asset. The
gain or loss arising on the disposal or retirement of an Intangible Asset is defermined as
the difference between the proceeds of disposal and the carrving vaiue and is
recognised in the Statement of Financial Performance.

4, INVESTMENT PROPERTY
4.1 initial Recognition

tnvestment Property inclides property (land or a building, or part of a building, or both
fand and buildings held under a finance lease) held to eam rentals and/or for capital
appreciation, rather than held to meet service delivery objectives, the production or
supply of goods or services, or the sale of an asset in the ordinary course of operations.

Al initial recognition, the municipality measures Investment Properiy at cost including
transaction costs once it meets the definition of investment Property. However, where
an Invesiment Property was acquired through & non-exchange transaction {i.e. where it
acquired the Investment Property for no or 2 nominal vaiue), its cost is its fair value as at
the date of acquisiiion.
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KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINARCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013 (continued)

INVESTMENT PROPERTY {continued)

initial Recognition (continued)

The cost of self-constructed Investment Praperty is the cost at date of completion.

Based on management's judgement, the following criteria have been applied io
distinguish Invesiment Propserties from owner occupied property or property heid for

resale:

Land heid for long-term capital apprectation rather than for short-term sale in the
ordinary course of operations;

Land held for a currenfly undetermined future use (If the municipality has not
determined that it will use the land as owner-occupied property or for shor-term
sale in the ordinary course of operations, the land is regarded as held for capitat
appreciation};

A building owned by the municipality (or held by the municipaiity under a finance
lease)} and leased out under one of more operating leases on a commercial basis
(this will include the property portfolio rented out on a commercial basis on behalf
of the municipality);

A property owned by the municipality and leased out at a beiow market rental;
and

Property that is being constructed or deveioped for future use as investment
propetty.

The rent earned does not have {0 be at a commercial basis or market related for the
property to be dlassified as investment property.

The following assets do not fall in the ambit of invesiment Property and shall be
classified as Property, Plant and Equipment, inveniory or Non-current Asssts Held-for-
Sale, as appropriate:

&

Property held for saie in the ordinary course of operations or in the process of
construction or development for such sale;

Property being constructed or developad on behalf of third parties;
Owner-occupied property, including {among other things} property held for future
use as owner-occupied property, property held for future development and
subseguent use as owner-occupied property, property occupied by emplovees
such as housing for persornel (whether or not the employaes pay rent at markst
rates) and owner-accupied property awaiting dispesal;

Property that is leased to ancther entity under a finance isase;

Property held to provide goods and services and also generaies cash inflows;
and

Property held for strategic pumposes which would be accounied for in accordance
with the Standard of GRAP an Property, Plant and Equipment.
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' KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2012 {continued)

&, INVESTMENT PROPERTY {continued)
4.2 Subsequent Measurement

Investment Property is measured using the Cosf Mode!l and is stated at cost less
accumulated depreciation and accumuiated impairment losses.  Depreciation is
calculated on cost, using the Straight-fine Method over the useful life of the property,
which is estimated at 25-30 years. Componenis of assets that are significant in relation
to the whoie asset and that have different useful lives are depreciated separately,

The gain or loss arising on the disposal of an investment Property is defermined as the
difference between the sales proceeds and the carrying value and is recognised in the
Statement of Financial Performance.

4.3 Derecognition

An investment Property shall be derecognised (eliminated from the Statement of
Financial Position) on disposal or when the lnvestment Property is permanently
withdrawn from use and no future economic benefiis or service potential are expecied
from its disposal.

4.4 Application of deemed cost (Directive 7]

The Municipality opted to take advantage of the provisions as contained in Directive 7 of
the Accounting Standards Board, issued in December 2008, The Municipality applied
deemed cost where the acguisition cost of an asset could not be determined. The fair
value as determined by a valuator was used in order to determine the deemed cost.

5. HERITAGE ASSETS

A Heritage Asset is defined as an asset that has g cultural, environmental, historical,
nafural, scientific, lechnological or arlistic significance, and is held and preservad
indefinitely for the benefit of present and future generations.

Heritage Assels are not depreciated owing 1o uncertainty ragarding o thelr estimated
useful fives. The municipality assess at each reporting date if there iz an indication of
impalrment,

&1 inftial Recognition

The cost of an item of Heritage Assels is recognised as an assel if, and only I, i is
probable that future economic benefits or service potential associated with the Hem will
fiow to the municipality, and if the cost or fair value of the tem can be measured reliably.
Heritage Assels are inllially recognised at cost on s acquisilion date or in the case of
assets acqguired by grant or donglion, deemed cost, being the fair value of the asset on

initial recognition, The cost of an Hem of Heritage Assets is the purchase price and other
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KOUGA MUNICIPALITY
ACGOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013 {continued)

costs aftributable to bring the asset to the location and condition necessary for it to be
capable of operating in the manner intended by the municipality. Trade discounts and
rebates are deducted in arriving at the cost. The cost also includes the necessary costs
of dismantling and removing the asset and restoring the site on which it is located.

8. HERITAGE ASSETS (continued)
8.1 initial Recognifion (continued)

Where an asset is acquired by the municipality for no or neminal consideration {i.e. a
non-exchange {ransaction), the cost is deemed to be equal to the fair value of that asset
on the date acquired.

The cost of an item of Heritage Assets acguired in exchange for a non-monetary assets
or monetary assets, or a combination of monetary and non-monetary assets, is
measured at the fair vaiue of the asset given up, unless the fair value of the asset
received is more clearly evident. I the acquired item could not be measured at its fair
value, its cost is measured at the carrying amount of the asset given up.

52  Subsequent Measuremaeant

‘Subsequent expenditure relating to Heritage Assets is capitalised if it is probable that
future economic benefits or potential service delivery associated with the subseguent
expenditure will flow to the municipality and the cost or fair value of the subsequent
expenditure can be reliably measured. Subsequent expenditure incurred on an asset is
only capitalised when it increases the capacity or future economic benefils associated
with the asset. Where the municipality replaces parts of an asset, it derecognises the
part of the asset being replaced and capitalises the new component.

Subsequently all Heritage Assets are measured at cost, less accumulated impairment
iosses,

8.3 Derecognition

The carrying amount of an item of Heritage Assets is derecognised on disposal, or when
no future economic benefits or service potential are expecied from its use or disposal.
The gain or loss arising from the derecognition of an item of Heritage Assets is included
in surpius or deficit when the item is derecognised. Gains are not classified as revenue.
Gains or losses are calculated as the difference between the carrying value of assets
(cost less accumulated impairment losses) and the disposal proceeds is included in the
Statement of Financial Performance as a gain or loss on disposal of Heritage Assets.

54 Transitional Provisions

The municipality utilised the fransitional provisions under Directive 4, which allows 3
vears for the measurement of Heritage Assets.
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KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3¢ JUNE 2013 {continued)

6. IMPAIRMENT OF ASSETS

The municipality classifies all assets held with the primary objective of generéﬁng a
commercial return as Cash Gensrafing Assefs. All other asseis are classified as Non-
cash Generating Assefs.

6.1 Impairment of Cash Generafing Assefs

The municipality assesses at each reporiing date whether there is any indication that an
asset may be impaired.

if there is any indication that an asset may be impaired, the recoverable amount is
estimated for the individual assef. If it is not possibie to estimate the recoverabie amount
of the individual asset, the recoverable amount of the cash generating unit to which the
asset belongs is datermined.

The recoverable amount of an asset or a2 cash generating unit is the higher of its fair
value less costs fo sell and its value in use. The best evidence of fair value less cost to
sell is the price in a binding sale agreement in an arm’s length {ransaction, adjusted for
the incremental cost that would be directiy attributable to the disposal of the asset.

if the recoverable amount of an asset is less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. That reduction is an
impairment ioss.

An impairment ioss of assels carried al cost less any accumudated deprecialion or
amortisation is recognised immediataly in surplus or deficit.

An impairment loss is recognised for cash generating units if the recoverable amount of
the unit is iess than the carrying amount of the unit. The impairment loss is allocated to
reduce the carrying amount of the asseis of the unit as follows:

¢ To the assets of the unit, pro rata on the basis of the carrying amount of each
assel in the unit.

The municipality assesses at sach reporting date whether there is any indication that an
impairment loss recognised in prior periods for assets may no longer exist or may have
decreased. If any such indication exists, the recoverable zmounts of those assets are
estimated.

The increased carrying amount of an assel atiributable to a reversal of an impaiment
loss does not exceed the carrying amount that would have been determined had no
impairment loss been recognisad for the asset in prior periods.

A reversal of an impairment loss of assets carried at cost less accumulated depraciation
or amoriisation is recognised immediately in surplus or deficit.



209

KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013 {continued)

. IMPAIRMENT OF ASSETS (continued)
6.2  Impairment of Non-cash Generating Assels

The municipality assesses at each reporting date whether there is any indication that an
asset may be impaired.

If there is any indication that an asset may be impaired, the recoverable service amount
is estimated for the individual asset. If it is not possible to estimate the recoverable
service amount of the individual asset, the recoverable service amount of the non-cash
generating unit to which the asset belongs is determined.

The recoverable service amount of a non-cash generating asset is the higher of its fair
value less costs to sell and its vaiue in use. The value in use for a non-cash generating
asset is the present value of the assef’s remaining service potential.

If the recoverabie service amount of an asset is less than its carrying amount, the
- carrying amount of the asset is reduced to its recoverable service amount. That
reduction is an impairment ioss.

An impairment less of assets carfed at cost less any accumulated depreciation or
amortisation is recognised immediately in surplus or deficit.

An impairment loss is recognised for non-cash generating units if the recoverable service
amount of the unit is less than the carrying amount of the unit. The impairment ioss is
allocated to reduce the carrying amount of the assets of the unit as foliows:

& To the assets of the unit, pro rata on the basis of the carrying amount of each
asset in the unit.

The municipality assesses at each reporting date whether there is any indication that an
impairment loss recognised in prior periods for assets may no longer exist or may have
decreased. If any such indication exists, the recoverable service amounts of those
assets are estimated.

The increased carrying amount of an asset attributable to a reversal of an impairment
ioss does not exceed the carrying amount that would have been determined had no
impairment loss been recognised for the asset in prior periods.

A reversai of an impairment loss of assets carried at cost less accumulated depreciation
or amortisation is recognised immediately in surplus or deficit.
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KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINAKCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013 (confinued)

7. FINANCIAL INSTRUMENTS

The municipality has various types of Financial Instruments and these can be broadiy
categorised as Financial Assets, Financial Liabilities or Residual interests in accordancs
with the substance of the contractual agreement. The municipality only recognises a
Financial instrument when ii becomes a party to the contraciual provisions of the
instrument.

initial Recognition

Financial Assets and Financial Liabilities are recognised on the municipality's Statement
of Financial Position whan it becomes party to the confraciual provisions of the
instrument.

The municipality does not offset a Financial Asset and a Financial Liabiiity unless a
legally enforceable right to set off the recognised amounts currentty exist and the
municipality intends either {o settle on a net basis, or 10 realise the asset and seifle the
liability simultaneously.

Fair Value Methods and Assumptions
The fair values of Financial Instruments are determined as follows:

) The fair values of guoted invesimenis are based on current bid prices.

4 if the market for a Financial Asset is not active (and for uniisted securities), the
municipality establishes fair value by using vatuation technigues. These include
the use of recent arm’s length transactions, reference to other instruments that
are substantially the same, discounied cash flow analysis, and option pricing
models making maximum use of market inputs and relying as little as possible on
entity-specific inputs.

The Effective Interest Rate Method

The Effective Interest Method is a method of calculating the amortised cost of a Financial
Asset or a Financial Liability and of allocating the interest income or interest expense
over the relevant period. The effeciive interest rate is the rate that exactly discounts
estimated future cash payments or receipts through the expected iife of the Financial
instrument or, when appropriate, a shorter pericd to the net carrving amount of the
Financial Asset or Financial Liabiiity.

Amortised Cost

Amortised Cost is the amount at which the Financial Asset or Financial Liability is
measured at inifial recognition minus principal repayments, pius or minus the cumulative
amorlisation, using the Effective Inlerest Rafe Mefhod of any difference befwsen that
initial amount and the maturty amount, and minus any reduction for Impairment or
uncollectabiiity.
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KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ARNUAL FINANCIAL STATEMENTS
FOR THE YEAR ERDED 30 JUNE 2013 (continued)

FINANCIAL INSTRUMENTS (continued)

Financial Assets — Classification

A Financial Asset is any asset that is a cash or contractual right to receive cash.

In accordance with GRAP 104 the Financial Assets of the municipality are classified as
foliows into the three categories aliowed by this standard:

L]

Financial Assets at Amortised Cost are non-derivative Financial Assets with
fixed or determinable payments that are not quoted in an active market. They
are included in Current Assels, except for maturities greater than 12 months,
which are classified as Non-current Assets. Financial Assets at Amortised Cast
are initially recognised at fair value plus transaction costs that are directly
attributable to the acquisition or issue of the Financial Asset. After initial
recognition, Financial Assets are measured at amortised cost, using the Effective
interest Rate Method less a provision for impairment.

Financial Assets at Fair Yalue are financial assets that meet either of the
following conditions:

(N Derivatives;
(i} Combined instruments that are designated at fair valus;
{ii) instruments held for trading;

{iv) Non-derivative Financial Instruments with fixed or determinabie paymenis
that are designated at fair value al initial recognition; or

vy Financial instruments that do not meet the definition of Financial
Instruments at Amortised Cost or Financial instruments at Cost,

Financial Assets at Cost are investments in residual Interest that do not have a
quoted market price in an aclive market and whose fair value cannot be reliably
measured,

The municipality may have the foliowing types of Financial Asseis as reflecied on the
face of the Statement of Financial FPosition or in the Notes thersto:

Type of Financial Asset Classification in terms of GRAP 104
Long-term Receivables Financial Assets al Amortised Cost
Heceivables from Exchange Transactions Financial Assets af Amortised Cost
Recsivables from Non-exchange Transactions Financial Assets at Amortised Cost
Bank, Gash and Cash Equivalents — Notice Deposits | Financial Assets at Amortised Cost
Bank, Cash and Cash Equivalents — Call Depaosits Financia!l Assefs at Amortised Cost
Bank, Cash and Cash Equivalents Financial Assats at Amortised Cost
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KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013 {continued)

7. FINANCIAL INSTRUMENTS {(continued)
7.1 inancial Assets — Ciassification (confinued)

Cash includes cash-on-hand (including petty cash) and cash with barks (including call
deposits). Cash Equivalents are shart-term highly liquid investments, readily convertibie
intfo known amounts of cash, which are heid with registered banking institutions with
maturities of three months or less and are subject to an insignificant risk of change in
value. For the purposes of the Cash Flow Statement, Cash and Cash Eaquivajents
comprise cash-on-hand and deposits heid on call with banks, net of bank overdrafis.
The municipality categorises Cash and Cash Equivalents as Financial Assets at
Amortised Cost.

7.2 Financial Liabilifies — Classification

A Financial Liability is a contractual obligation to deliver cash or another Financial Assets
to ancther entity.

There are three main categories of Financial Liabilifies, the classification determining
how they are measured. Financial Liabilities may be mesasured at:

(i) Financial Liabilitizs measured at Fair Value;

(i) Financial Liabilities measured at Amortised Cost; or

(iif) Financial Liabiliies measured at Cost,

The municipality has the following types of Financial Liabilities as reflected on the face of
the Statement of Financial Position or in the Notes thereto:

Type of Financial Asset Classification in terms of GRAP 104
Creditors Financial Liabilities at Amortised Cost
Current portion of Long-term Liahitities Financial Liabililies at Amortised Cost |

Financial Liabilities that are measured at Fair Value are Financial Lisbilities that are
essentialty held for frading (i.e. purchased with the intention fo sell or repurchase in the
short” term; derivatives other than hedging instruments or are part of a portfolio of
Financial instruments where there is recent actual evidence of short-term profiteering or
are derivatives).

Bank Overdrafts are recorded based on the facility utilised. Finance charges on bank
overdrafis are expensed as incurred.
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KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013 (continued)

7. FINANCIAL INSTRUMENTS {continusd)
7.3 tnitial and Subseguent Measurement
7.3.1 Financial Assets:

Financial Assets measured at Amortised Cost

Financial Assets at Amortised Cost are initially measured at fair value plus transaction
costs that are directly atfributable to the acquisition or issue of the Financial Asset.
Subsequently, these assets are measured at amortised cost using the Effective interest
Method fess any impairment, with interest recognised on an Effective Yield Basis.

Trade and Other Receivables {excluding Value Added Taxation, Prepaymenis and
Operating Lease receivables), Loans to Municipal Entities and Loans that have fixed and
geterminable payments that are not quoted in an aciive market are classified as
~inancial Assets at Amortised Cost.

Financial Assets measured at Fair Value

Financial Assets at Fair Value are initially measured at fair value plus dirsctly attributable
transaction costs. They are subsequently measured at fair value with unrealised gains
or losses recognised directly in equity until the investment is derecognised, at which time
the cumulative gain or loss recorded in equity is recognised in the Statement of Financial
Performance, or determined fo be impaired, at which time the cumulative loss recorded
in equity is recognised in the Statement of Finandial Performance.

7.2.2 Financial Liabilities:

Financial Liabilities measured at Fair Value
tinancial Liabilities at Fair Value are stated at fair value, with any resulted gain or loss
recognised in the Statement of Financial Performance.

Financial Liabilities held at Amortised Cost

Any other Financial Liabilities are classified as Other Financial Liabilities {All Payabies,
Loans and Borrowings are classified as Other Liabilities) and are inifially measured at
fair value, net of transaction costs. - Trade and Other Payables, Interest-bearing Debt
including Finance Lease Liabilities, Non-interest-bearing Debt and Bank Borrowings are
subsequently measured at amortised cost using the Effecfive Interest Raie Method.
interest expense is recognised in the Statement of Financial Performance by applying
the effective interest rate.

Bank Borrowings, consisting of inferest-bearing short-term bank icans, repayable on
demand and overdrafts are recorded at the proceads received. Finance costs are
accounted for using the Accrual Basis and are added to the carrying amount of the bank
borrowing to the extent that they are not settled in the period that they arise.

Prepayments are carried at cost less any accumulated impairment losses.
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KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013 (continused)

7. FINANCIAL INSTRUMENTS (continued)
7.4 Impairment of Financial Assets

Financial Assets, other than these at fair value, are assessed for indicators of
impairment at the end of each reporting period. Financial Assets are impaired where
there is objective evidence of impairment of Financial Assets (such as the probability of
insolvency or significant financial difficulties of the debtor). If there is such evidence the
recoverable amount is estimated and an impairment loss is recognised in accordance
with GRAP 104,

T.4.1 Financial Assets at Amortizsed Cost

Accounts Receivables encompass Long-term Debiors, Receivables from Exchange
Transactions (Consumer Debtors) and Receivables from Non-exchange Transactions
{Other Debtors).

Initially Accounts Receivable are valued at fair value and subsequently carried at
amortised cost using the Effective Interest Rafe Method. An estimate is made for
doubtful debt based on past default experience of all outstanding amounis at year-end.
Bad debts are written off the year in which they are identified as irrecoverable. Amounts
receivabie within 12 months from the date of reporting are classified as current.

A provision for impairment of Accounis Receivables is established when there is
objective evidence that the municipality will not be able to coliect ali amounts due
according to the original terms of receivables. The provision is made in accordance with
GRAP 104 whereby the recoverability of accounts receivable is assessed individually
and then coliectively afier grouping the assets in financial assets with similar credit risk
characierisiics. The amount of the provision is the difference between the Financial
Agset's carrying amount and the present value of estimated future cash flows,
discounted at the original effective interest rate. Future cash fiows in a group of
Financial Assets that are colleclively evaluated for impairment are estimated on the
basis of historical loss experience for asseis with credit risk characteristics simitar o
those in the group. Cash fiows relating to short-ferm receivables are not discounted
where the effect of discounting is immaterial.

Government accounts are not provided for as such accounts are regarded as receivable.

The carrying amount of the Financial Asset is reduced by the impairment loss directly for
all Financigl Assels camied at Amortised Cost with the sxcaption of Consumer Dabiors,
where the carrving amount is reduced through the use of an aliowance aocount. When a
Consumer Dsbior iz considerad uncollectible, ¥ is written off against the allowance
account. Subssguent recoveries of amounts previously written off are credited against
revenue. Changes in the carrying amount of the allowance account are recognised in
tha Btatement of Financial Performance,
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KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013 {continued)

7. FINANGIAL INSTRUMENTS (continued}
7.4 Impairmeni of Financial Asseis {confinued)
7.4.2 Financial Assets at Cost

If there is objeciive evidence that an impairment loss has been incurred on an
investment in a Residual Interest that is nol measured at fair value because its fair valus
cannot be measured raliably, the amount of the impairment ioss is measured as the
difference betwaen the carrying amount of the Financial Asset and the prasent value of
estimated future cash flows discounted at the current market raie of return for a similar
financial asset. Such impairment losses shall not be reversed,

7.5 Derecognition of Financial Assels

The municipality derecognises Financial Assets only when the contractual rights to the
cash flows from the asset expires or it fransfers the Financial Asset and substantially all
the risks and rewards of ownership of the asset to another entity, except when Council
approves the write-off of Financial Assets due o non recoverability.

if the municipality neither transfers nor refaing substantizlly ali the risks and rewards of
ownership and continues to controf the transferred asset, the municipality recognises its
retained intersst in the asset and an associated lability for amounis it may have 1o pay.
i the municipality retaing substantially all the risks and rewards of ownership of z
transferred Financial Assel, the municipality continues 1o recogniss the Financial Asset
and also recognises a collateralised borrowing for the proceeds recelved.

7.6 Derecognition of Financial Liabilities

The municipality derecognises Financial Liabilities when, and only when, the
municipality's obligations are discharged, canceiled or they expire,

The municipaiity recognises the difference between the carrying amount of the Financial
Liability {or part of & Financial Liability) extinguished or transferred to another party and
the consideration paid, including any non-cash assets transferred or liabilities assumed,
in the Statement of Financial Performance.
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& INVENTORIES
8.1 Initial Recognition

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

Where inventory is acquired by the municipality for ne or nomina? consideration (i.e. a
non-exchange transaction}, the cost is deemed fo be equal fo the fair value of the item
on the date acquired.

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

8.2 Subsequent Measurement

8.21 Consumable Stores, Raw Materials, Work-in-Progress and Finished
Goods;

Consumable stores, raw materials, work-in-progress and finished goods are valued at
the lower of cost and net realisable value (net amount that the municipality expects to
realise from the sale on Inventory in the ordinary course of business). in general, the
basis of determining cost is the weighted average cost of commodities. If inventoties are
o be distributed at no charge or for a nominal charge, they are valued at the lower of
cost and current replacement cost.

8.2.2 Water Inventory:

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

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

Water and purified effluent are valued by using the FIFO Method, at the lowest of

purified cost and net realisable value, insofar as it s stored and controlled in reservoirs
at year-end.
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g. INVENTORIES (continued)
8.2.3 Unsold Properties;

Unsold properties are valued at the lower of cost and net realisable value on a Weightfed
Average Cost Basis. Direct costs are accumuiated for each separately identifiable
development. Cost also includes a portion of overhead costs, if this relates to
development.

2.2.4 Other Inveniories:

Redundant and slow-moving Inventories are identified and written down from cost to net
realisable value with regard 1o their estimated sconomic or realisable vaiues and soid by
public auction. Net reslisable value is the estimated ssliing price in the ordinary course
of business, less applicable variabie seling expenses. Differences arising on the
measurement of such inventory af the lower of cost and net realisable value are
recognised in the Statement of Financial Performance in the year in which they arise. -
The amount of any reversal of any write-down of Inventories arising from an increase in
net realisable value or current replacement cost is recognised ag a reduction in the
amount of inventories recognised as an expense in the period in which the reversal
QCCuUrs.

The carrying amount of inventories is recognised as an expense in the period that the
inventory was sold, distributed, written off or consumed, uniess that cost qualifies for
capitalisation to the cost of another asset.

9. NON-CURRENT ASSETS HELD-FOR-BALE
8.1 inftial Recognition

Nor-current Assets and Disposal Groups are classified as heid-for-sate if thelr carrying
amount will be recovered principalty through a sale ansaction rather than through
cantinuing use. This condifion is regarded as met only whean the sale is high y p;’ooablm
and the asset (or disposal group’ is available for immediate sale in s present condil
Management must be commilted o the sale, which should be axpacted o Quawgf for
racogrition as 2 compieied sale within one war from the date of clzssification
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8. NON-CURRENT ASSETS HELD-FOR-SALE (continued)
8.2 Subsequent Measurement

Non-current Assets and Disposal Groups classified as held-for-sale are meaasured at the
lowsr of their previcus carrving amount and fair value less costs o sell,

A non-current assat is not depreciated (or amortised) whils it is classified as held-for-
sale, or while it is part of a disposal group classified as held-for-sale.

Interest and other expenses atiributable to the liabililies of a disposal group classified as
held-for-sale are recognised in surplus or deficit,

The gain or loss on the eventual sale of non-current asseis heid-for-sale is included in
the Statement of Financial Performarice as gain or loss on sale of assets. The gain or
loss on the aventual sale of non-current assets held-for-sale is caloulated on the
difference betwaen the nat disposal proceeds and the carrving amount of the individual
asset or the disposal groun.

14, REVENUE RECOGNITION
10.1  General

Revenue is derived from a variety of sources which include rates levied, grants from
other fiers of government and revenue from trading activities and other services
provided.

Revenue comprises the fair value of the considaration received or recsivabla for the sale
of goods and services in the ordinary course of the municipality's activities. Revenue is
shown net of value-added tax, returns, rebates and discounts.

The municipality recognises revenue when the amount of revenue can be reliably
measured, it is probabie that future economic benefits or service potential will flow to the
municipality and when specific criteria have been met for each of the municipality's
aclivities as described below, except when specifically stated otherwise. The amount of
revenue is not considered to be reliably measurable until ali contingencies relating to the
sale have been resolved. The municipality bases its esfimates on historical results,
taking into consideration the fype of customer, the type of transaction and the specifics
of each arrangement. Furibermore, services rendered are recognised by reference fo
the stage of completfion of the fransaction at the reporting date,

Revenue from Exchange Transactions refers to revenue that accrued to the municipality
directly in return for services rendered / goods sold, the value of which approximates the
consideration received or receivable.
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10. REVENUE RECOGNITION {continued)
10.1  General (continued)

Revenue from Non-exchange Transacfions refers to transactions where the municipality
received revenue from another entity without directly giving approximately equal value in
exchange. Revenue from non-exchange transactions is generally recognised to the
extent that the related receipt or receivable quaiifies for recognition as an asset and
there is no liability to repay the amount,

10.2  Revenue from Exchange Transactions
19.2.1 Service Charges
Service Charges are tevied in terms of approved tariffs.

Service Charges relating {o electricity and water are based on consumption. Melers are
read on a monthly basis and are recognised as revenue when invoiced. Provisional
estimates of consumption, based on the consumption histery, are made monthly when
meter readings have not been performed. The provisional estimates of consumption are
recognised as revenue when invoiced, except at yearend when estimates of
consumption up to year-end are recorded as revenue without it being invoiced.
Adjustments to provisional estimates of consumption are made in the invoicing period in
which meters have been read. These adjustments are recognised as revenue in the
invoicing pericd. In respect of estimates of consumption between the iast reading date
and the reporting date, an accrual is made based cn the average monthly consumption
of consumers.

Service chargas relating to refuse removal are recognised on a monthly basis in arrears
by applying the approved farifi 1o all properties that have improvements. Tariffs are
determined per category of property usage, and are levied based on the extent of each
property.

Service charges relating to sewerage and sanitation are recognised on a monthly basis
in arrears by applying the approved ianiff o all properties. Tariffs are determined per
category of property usage, and are levied based on the extent of each property.

In circumstances where services cannot readily be measured and guantified, a fiat rate
sarvice charge is levied monthly on such properties.

10.2.2 Prepaid Clectricity
Revenue from the sale of slectricity prepaid meter cards are recognised at the point of
sale. Revenue from the sale of electricity prepaid meter cards made seven days before

year-end are recognised as an unutilised portion based on an estimate of the prepaid
eleciricity consumed as at the reporting date.
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18, REVENUE RECOGNITION (continued)
10.2  Revenue from Exchange Transactions (continuead)

10.2.3 Rentals Received

Revenue from the rentat of facilifies and eguipment is recognised on a Straight-fine Basis
over the term of the lease agreement. '

10.2.4 Finance incoms
Interest earned on investments is recognised in the Statement of Financial Performance
on the Time-proporiionate Basis that takes into account the effective vield on the
investment.

10.2.8 Tariff Charges
Revenue arising from the application of the approved tariff of charges is recognisad
when the relevant service is rendered by applying ihe relevant authorised tariff. This
includes the issuing of licences and parmits,

10.2.86 Revenue from Agency Services
Revenue for agency services is recognised on a monthly basis once the revanue
coliecied on behalf of agents has been guantified. The revenue recognised is in terms
of the agency agreement.

10.2.7 Sale of Goods {including Houses)

Revenue from the sale of goods is recognised when all the foliowing conditions have
been met:

4 The municipality has transferred to the buyer the significant risks and rewards of
ownership of the goods;

& The municipality retains neither continuing managerial invoivement (o the degres
usually associated with ownership nor effective control over the goods sold;

4 The amount of revenue can be measured reliably;

¢ i Is probable that the economic benefifs or service potential associated with the
transaction will flow to the municipality; and

& The costs incurred or fo be incurred in respect of the transaciion can be

measured reliably.
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10. REVENUE RECOGHNITION {continued)
10.3  Revenue from Non-exchange Transactions

An inflow of resources from a Non-exchange Transaction, that meets the definition of an
asset shall be recognised as an asset when it is probable that the future economic
benefits or service potential associated with the assst will flow to the municipality and the
fair value of the asset can be measured reliably. The asset shall be recognised as
revenue, except to the exient that a liability is also recognised in respect of the same
inflow.

A present obligation arising from a Non-exchange Transaction that meets the definition
of a liabiiity will be recognised as a ligbility when it is probable that an outflow of
economic benefit will be required o setile the obligation and 2z reiiable estimate of the
amount can be made.

10.3.1 Rates and Taxes

Revenue from property rates is recognised when the legal entitiement to this revenue
arises. Collection charges are recognised when such amounts are legally enforceable.
Penalty interest on unpaid rates is recognised on a Time-proporfionate Basis with
reference to the principal amount receivable and effective interest rate applicable. A
compgsite rating system charging different rate tariffs is employed. Rebates are granted
to certain categories of ratepayers and are deducted from revenus,

10.3.2 Fines

Fines constitute both spot fines and summonses. Revenue from spot fines and
sumimonses is recognised when payment is received, together with the management’s
best estimaie of the probable inflows from spot fines and summonses that will be
raceived based on past experience of amounts collected.
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10, REVERUE RECOGHNITION {continued)
10.3  Revenue from Non-exchange Transactions {continued)
10.3.3 Public Contributions

Donations and funding are recognised as revenue to the extent that the municipality has
complied with any of the criteria, conditions or obligations embodied in the agreement.
Where the agreement contains a stipulation to return the asset, other future economic
benefits or service potential, in the event of non-compliance to these stipulations and
would be enforced by the transferor, a liability is recognised ic the extent that the criteria,
conditions or obligations have not been met.  Where such requirements are not
enforceable, or where past experience has indicated that the transferor has never
enforced the requirement to return the transferred asset, other future economic benefits
or service potential when breaches have occurred, the stipulation will be considered a
restriction and is recognised as revenue.

Ravenue from public contributions is recognised whan ali conditions associated with the
contribution have been met or where the contribution is to finance property, plant and
equipment, when such items of properiy, plant and equipment are brought into use.

Assets acquired from non-exchange transactions are measurad at fair value in
accordance with. the Standards of GRAR.

10.3.4 Government Grants and Receipts

Conditional grants, donations and funding are recognised as revenue to the extent that
the municipality has complied with any of the criteria, conditions or obligations embodiad
in the agreement. Where the agreement contains a stipulation to return the asset, other
future economic benefits or service potential, in the event of non-compliance fo these
stipulations and would be enforced by the transferor, a [iability is recognised to the
exient that the criteria, conditions or obligations have not been met. Where such
reguirements are not enforceable, or where past experience has indicated that the
transferar has never enforced the requirement to return the transferred assat, other
future economic benefils or service potential when breaches have occurred, the
stipulation will be considered a restriction and is recognised as revenus,

Government grants that are receivable as compensation for expenses or losses already
incurred or Tor the purpose of giving immediate financial support to the municipality with
no future related costs, are recognised in the Statement of Financial Performance in the
pertod in which they become recsivabla. '

Interest earnad on investments is treated in accordance with grant conditions. i it is
payable to the funder it is recorded as part of the creditor and if it is the municipality's
interest, it is recognised as interest eamed in the Statement of Financia!l Performancs.
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10. REVENUE RECOGHNITION {continued)
10.3  Revenue from Non-exchange Transactions (continued)
10.3.4 Government Granis and Receipts {continued)

Revenue is recognised when all conditions associated with the contribution have been
met or where the contribution is to finance property, plant and equipment, when such
items of property, plant and equipment are brought into use.

10.3.5 Revenue from Recovery of Unauthorised, brregular, Fruitless and
Wasteful Expenditure

Revenue from the recovery of unauthorised, irregular, fruitiess and wasteful expenditure
is based on iegislated procedures, including those set out in the Municipal Finance
Management Act {Act No 56 of 2003) and is recognised when the recovery thereof from
the responsible councillors or officials is virtually certain. Such revenue is based on
iegislated procedures.

11. PROVISIONS

Provisions are recognised when the municipality has a present or consiructive obligation
as a result of past evenis, it is probable that an outflow of resources embodying
economic benefiis or service potential will be required to settle the obligation and a
reliable estimate can be made of the obligation.

The best estimate of the expenditure required io seitle the preseni obligation is the
amount that the municipality would rationally pay to setfle the obligation at the reporting
date or to fransfer it to a third party at that time and are determined by the judgment of
the management of the municipality, supplemented by experience of similar transactions
and, in some cases, reporfs from independent experts. The evidence considered
includes any acditional evidence provided by evenis after the reporting date.
Uncertainties surrounding the amount {o be recognised as a provision are dealt with by
various means according to the circumstances. Where the provision being measured
involves a large popuiation of tems, the obligation is estimated by weighting all possible
outcomes by their associated probabilities.

h
[O8]
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11, PROVISIONS {continued)

Future events that may affect the amount required to settie an obligation are refiected in
the amount of a provision where there is sufficient objective evidence that they will occur.
Gains from the expected disposal of assets are not taken info account in measuring a
provision. Provisions are not recognised for future operating losses. The present
obligation under an onerous contract is recognised and measured as a provision. An
onerous contract is a centract in which the unavoidabie costs of meeting the obligations
under the contract exceed the economic benefits expected to be received under it. The
unavoidable costs under a contract reflect the least net cost of exiting from the contract,
which is the lower of the cost of fulfilling it and any compensation or penalties arising
from failure to fulfil it — this unavoidable cost resulting from the contract is the amount of
- the provision o be recognised.

Pravisions are reviewed at reporting date and the amount of a provision is the present
value of the expenditure expected to be required fo settle the obligation. When the
effect of discounting is material, provisions are determined by discounting the expected
future cash fiows that refiect current market assessments of the time vaiue of money.
The impact of the periodic unwinding of the discount is recognised in the Statement of
Financial Performance as a finance cost as it occurs.

Environmental renabilitation provisions

Estimated long-term environmental provisions, comprising rehabilitation and landfili site
closure, are based on the Municipalities policy, taking into account current technological,
environmenta!l and regulatory requirements. The provision for rehabilitation is recognised
as and when the environmental liablitty arises in accordance with the requirements of
GRAP 19 as stated in the preceding paragraphs. To the extent that the obligations relate
to the assef, they are capitalised as part of the cost of those assets. Any subsequent
changes fo an obligation that did not relate to the initial related asset are charged to the
Statement of Financial Performance.

12. EMPLOYEE BENEFITS
12.1  Short-terrn Employee Benefits

Hemuneration to employees is recognised in the Statement of Financial Performance as
the services are rendered, except for non-accumulating benefils which are only
recognised when the specific event ocours.

The municipality has opled to treat its provision for leave pay as an accrual,

The costs of all shert-term employee benefits such as leave pay, are recognised during
the period in which the employee renders the related service. The liability for leave pay is
based on the total accrued leave days at year end and is shown as a creditor in the
Staiement of Financial Position.  The municipality recognises the expected cost of
performance bonuses cnly when the municipality has a present legal or constructive
obligation to make such payment and a reliabie estimate can be made.

&4
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12. EMPLOYEE BENEFITS {continued)
12.2  Post-employment Benefits

The municipality provides retirement benefiis for its employeas and counciliors, and has
both defined benefit and defined contribution post-employment plans.

12.2.1 Defined Contribution Plans

A defined contribution plan is a plan under which the municipality pays fixed
contributions into a separaie entity. The municipality has no legal or constructive
obligation to pay further contributions if the fund does not hold sufficient assets to pay all
employees the benefits relating to service in the current or prior periods.

The municipality's contributions to the defined contribution funds are established in terms
of the rules governing those plans. Contributions are recognised in the Statement of
Financial Performance in the period in which the service is rendered by the relevant
employees. The municipality has no further payment obligations once the confributions
have been paid. The contributions are recognised as employee benefit expense when
they are due. Prepaid contributions are recognised as an asset to the exient that a cash
refund or a reduction in the future payments is availabie.

12.2.2 Defined Benefit Plans

A defined benefit pian is a post-employment benefil plan other than a defined
contribution plan.

Post-retirement Health Care Benefits:

The municipality has an obligation to provide Post-refirement Heaith Care Benefits o
certain of its retirees. According to the rules of the Medical Aid Funds with which the
municipality is associated, a member (who is on the current Conditions of Service), on
retirement, is entitied to remain a continued member of the Medical Aid Fund, in which
case the municipality is Hable for a cerfain portion of the medical aid membership fee,
Not all Medical Aid Funds, with which the Municipality is associated, provide for
continued membership.

The defined benefit liability is the aggregate of the present value of the defined benefit
obligation and unrecognised actuarial gains and losses, reduced by unrecognised past
service costs. The plan is unfunded. The present value of the defined benefit obligation
is calculated using the Profected Unit Credit Method, incorporating actuariat assumiptions
and a discount rate based on the government bond rate. Valuations of these obligations
are carried out every year by independent gualified actuaries.
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12. EMPLOYEE BENEFITS {continued)
12.2  Post-employment Benefiis (continued)
12.2.2 Defined Benefit Plans {continued)

Actuarial gains or losses are accounted for using the Straight-iine Method. Actuarial
gains and losses are eligible for recognition in the Statement of Financial Performance to
the extent that they exceed 10 per cent of the present value of the gross defined benefit
obligations in the scheme at the end of the previous reporting period. Actuarial gains
and losses exceeding 10 per cent are spread over the expected average remaining
working lives of the employees participating in the scheme.

Past-service costs are recognised immediately in income, uniess the changes to the
pension plan are conditional on the employees remaining in service for a specified
period of time (the vesting period). In this case, the past-service cosis are amortised on
a Strafghi-line Basis over the vesting pericd.

Long-service Allowance:

The municipality has an obligation to provide Long-service Allowance Benefits to all of its
employees. According to the rules of the Long-service Allowance Scheme, which the
municipality instituted and operates, an employee (who is on the current Conditions of
Service), is entitled to a cash aliowance, calculated in terms of the rules of the scheme,
after 10, 15, 20, 25 and 30 years of continued service. The municipality's liability is
based on an actuarial valuation. The Projected Unit Credit Method is used fo value the
liabilities. Actuarial gains and losses on the long-term incentives are accounted for
through the Statement of Financial Parformance.

Provincially-administered Defined Benefit Plans:

The municipality contributes to various National- and Provincial-administerad Defined
Benefit Plans on behalf of its qualifying employees. These funds are multi-employer
funds. The contributions to fund obligations for the payment of retirement benefits are
charged against revenue in the year they become payable. These defined benefit funds
are actuariaily valued triennialty on the Projected Unit Credit Method basis. Deficits are
recovered through lump sum payments or increased fuiure contributions on a
proportional basis from all pariicipating municipalities

Defined Benefit Pension Plans:

The municipality has an obligation to provide Post-retirement Pension Benefits to certain
of its retirees. Pension contributions in respect of employees who were not members of
a pension fund are recognised as an expense when incurred. Staff provident funds are
maintained to accommodate personnel who, due to age, cannot join or be part of the
various pension funds. The municipality contributes monthly to the funds.
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12. EMPLOYEE BENEFITS (confinued)
12.2  Post-employment Benefits (confinued)
12.2.2 Defined Benefit Plans (continued)

The liability recognised in the Statement of Financial Position in respect of defined
benefit pension plans is the present value of the defined benefit obligation at the end of
the reporiing period less the fair value of plan assets, together with adjustments for
unrecognised past-service costs. The defined benefit obligation is calculated annually
by independent actuaries using the Projected Unit Credit Method. The present vaiue of
the defined benefit obligation is determined by discounting the estimated future cash
outflows using interest rates of high-quality corporate bonds that are denominated in the
currency in which the benefits will be paid, and that have terms to maturity approximating
o the terms of the related pension liability.

Actuarial gains or losses are accounted for using the Straight-line Method. Actuarial
gains and iosses are eligible for recognition in the Statement of Financial Performance to
the extent that they exceed 10 per cent of the present value of the gross defined benefit
obligations in the scheme at the end of the previous reporting period. Actuarial gains
and losses exceeding 10 per cent are spread over the expected average remaining
working lives of the employees participating in the scheme.

Past-service costs are recognised immediately in income, uniess the changes fo the
pension plan are conditional on the empioyees remaining in service for a specified
period of time (the vesting period). in this case, the past-service costs are amortised on
a Straighi-line Basis over the vesting period.

13, GRANTS-IH-AID

The municipality fransfers money to individuals, organisations and other sectors of
government from time fo time. When making these fransfers, the municipality does not:

& Recelve any goods or services directly in return, as would be expected in a
purchase or sale transaction;

& Expect to be repaid in future; or

& Expect a financiai refumn, as would be expacted from an investment.

These transfers are recognised in the Statement of Financial Performance as expenses
irt the period that the evenis giving rise to the transfer occurred.
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14, LEASES
14.1  Classification

Leases are classified as Finance Leases where substantially all the risks and rewards
associated with ownership of an asset are transferred to the municipality.

Leases of property, plant and eguipment, in which a significant portion of the risks and
rewards of ownership are retained by the lessor are classified as Operating Leases.

14.2  The Municipality as Lessee
14.2.1 Operating Leases

The municipality recognises operating lease rentals as an expense in the Statement of
Financial Performance on a Straight-line Basis over the term of the relevant lease. The
difference between the amounts recognised as an expense and the contractual
paymenis are recognised as an operating lease asset or liability.

in the avent that lease incentives are received to enter into operating leases, such
incentives are recognised as a liabifity,. The aggregate benefit of incentives is
recognised as a reduction of rental expanse on a Straighi-line Basis, except where
another systernatic basis is more representstive of the time pattern in which economic
banefits from the leased asset are consumed.

14.3  The Municipality as {.essor

Amounis due from iessees under finance leases or instalment sale agreements are
recorded as receivables at the amount of the municipality's nef investment in the leases.
Finance lease or insiaiment sale revenue is allocated to accounting periods so as io
reflect a constant periodic rate of return on the municipality’s net investment outstanding
in respect of the leases or instaliment sale agreements.

Operating lease rental revenue is recognised on a Straight-line Basis over the term of
the relevant lease.

15. VALUE ADDED TAX

The Municipality accounts for Value Added Tax an the Paymenis Basis in accordance
with section15(2)(a) of the Value-Added Tax Act {Act No 89 of 1891),
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16. UNAUTHORISED EXPENDITURE

Unauthorised Expendiiure is expenditure that has not been budgeted for, expenditure
that is not in terms of the conditions of an allocation received from another sphere of
government, municipality or organ of state, and expenditure in the form of a grant that is
not permitted in terms of the Municipal Finance Management Act (Act No 56 of 2003).
All expenditure relating to Unauthorised Expenditure is accounted for as an expense in
the Staternent of Financial Performance in the year thai the expenditure was incurred.
The expenditure is classified in accordance with the nature of the expense, and where
recoverad, it is subsequently accounted for as revenue in the Statement of Financial
Performance. If the expenditure is not condoned by the Coundil, i is treated as an asset
until it is recovered or wriiten off as irrecoverable.

17. IRREGULAR EXPENDITURE

rreguiar Expenditure is expenditure that is contrary io the Municipal Finance
Management Act (Act No 56 of 2003), the Municipal Systems Act (Act No 32 of 2000},
the Public Office Bearers Act (Act No 20 of 1988), or is in contravention of the
Municipality's or Municipal Entities’ Supply Chain Management Policies. irregular
Expenditure excludes Unauthorised Expenditure. hrregular Expenditure is accounted for
as an expense in the Siatement of Financial Performance in the period it occurrad and
where recovered, it is subseguently accounted for as revenue in the Statement of
Financial Performance. If the expenditure is not condoned by the Council, it is freated as
an asset uniil it is recovered or written off as irmecoverable.

18. FRUITLESS AND WASTEFUL EXPENDITURE

Fruitiess and Wasteful Expenditure is expenditure that was made in vain and wouid have
been avoided had reasonable care been exercised. All expenditure relating fo Fruitless
and wasteiul expendifure is accounted for as expenditure in the Statement of Financial
Performance in the year that the expendiiure was incurred. The expendiiure is classified
in accordance with the nature of the expense, and where recovered, it is subsequently
accounted for as revenue in the Statement of Financial Performance. if the expenditure
is not condoned by the Council, it is freated as an asset uniil it is recovered or written off
as irrecoverable.
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19, CHANGES IN ACCOUNTING POLICIES, ESTIMATES AND ERRORS

Changes in Accounting Policies that are affected by management have been applied
retrospectively in accordance with GRAP 3 requirements, except fo the extent that it is
impractical {o determine the period-specific effects or the cumulative effect of the change
in policy. In such cases the municipality restated the opening balances of assets,
fiabilities and net assets for the earliest period for which retrospective restatement is
practical. Details of Changes in Accounting Policies are disclosed in the Notes to the
Annual Financial Statements where applicabie.

Changes in Accounting Estimates are applied prospectively in accordance with GRAP 3
reqguirements. Details of changes in estimates are disclosed in the Notes to the Annual
Financial Statements where applicabie.

Correction of Errors is appiied retrospectively in the period in which the error has
occurred in accordance with GRAP 3 reguirements, except to the extent that it is
impractical tc determine the period-specific effects or the cumulative effect of the error.
In such cases the municipality shall restate the opening balances of assets, liabilities
and net assets for the earliest period for which retrospective restatement is practical.
Details of Correction of Errors are disclesed in the Notes o the Annual Financial
Statements where applicable.

20. TREATMENT OF ADMINISTRATION AND OTHER OVERHEAD EXPENSES

The costs of internal support services are transferred fo the various services and
departments to whom reésources are made available.

21, CONTINGENT ASSETS AND CONTINGENT LIABILITIES

Contingeni Liabilities represent a possibie cobligation that arises from past events and
whose existence will be confirmed only by an occurrence or non-occurrance of ones or
more uncertain future evenis not wholly within the control of the municipality. A
contingent liability can also arise as a resuli of a present obligation that arises from past
events but which is not recognised as a liability either because it is not nrobable that an-
cutflow of resources embodyving eccnomic benefits will be reguired o setile the
obligation or the amount of the obligation cannot be measured with sufficient reliability.

Contingent Assets represent possible assets that arise from past events and whose
existence will be confirmed only by an occurrence or non-occurrence of one or more
uncertain future evenis not wholly within the control of the municipality.

Contingent Assets and Contingent Liabilities are not recognised. Contingencies are
disclosed in Notes to the Annual Financial Statemenis.
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KOUGA MUNICIPALITY
ACCOURTING POLICIES TO THE ANNUAL FINANCIAL STATEMERNTS
FOR THE YEAR ENDED 30 JUNE 2012 {continued)

22, COMMITMENTS

Commitments are future expenditure to which the municipality committed and that will
result in the outfiow of resources. Commitments are not recognised in the Statement of
Financial Position as a liabiiily or as expenditure in the Statemeri of Financial
Performance, but are included in the disclosure Notes. A distinction is made between
capital and current commitments.

Commitmenis are disclosed for;

¢ Approved and contracted commitments, where the expenditure has been
approved and the contract has been awarded at the reporting date, where
disclosure is required by a specific standard of GRAP.

3 Approved but not yet contracted commitments, where the expenditure has been
approved and the contract has yet to be awarded or is awaiting finalisation at the
reporiing date.

& ftems are classified as commitments where the municipality commits itself to
fuiure transactions that will normally result in the outflow of resources.
¢ Contracts that are entered into before the reporting date, but goods and services

have not yet been received are disclosed in the disclosure Notes to the Annual
Financial Stataments,

& Other commitments for contracts that are non-canceliable or only cancellable at
significant cost, shouid relate fo something other than the business of the
municipatity.

23. RELATED PARTIES

individuals as well as their close family members, and/or entities are related parties if
one party has the ability, directly or indirectly, to control or jointly control the other party
or exercise significant influence over the other party in making financial and/or operating
decisions. Management is regarded as a related party and comprises the Counciliors,
Mayar, Executive Committee Members, Municipal Manager, Chief Financial Officer and
all other managers reporting directly to the Municipal Manager or as designated by the
Municipal Manager.

24, EVENTS AFTER THE REPORTING DATE

Events after the reporiing date that are classified as adjusting events have been
accounted for in the Annual Financial Statements. The events after the reporting date
that are classified as Non-adjusting Events afler the Reporting Date have been disclesed
in Notes to the Annual Financial Staiements.
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KOUGA MUNICIPALITY
ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013 (continued)

25. COMPARATIVE INFORMATION
25.1  Current year comparatives:

In accordance with GRAP 1 Budgetaed Amounts have been provided and forms part of
the Annual Financial Statemeanis.

25.2  Prior year comparatives:

When the presentation or classification of items in the Annual Financial Statements is
amended, prior period comparative amounis are reclassified. The nature and reason for
the reclassification is disclosed.

256.3  Budget Information:

The annual budgest figures have been prepared in accordance with the GRAP standard
and are consistent with the Accounting Policies adopted by the Council for the
preparation of these Annual Financial Statements. The amounts are scheduled as a
separaie additional financial statement, called the Statement of Comparison of Budget
and Actuai amounts. Explanatory comment is provided in the statement giving reasons
for overali growth or decline in the budget and motivations for over- or under spending
oh line items. The annual budget figures included in the Annual Financial Statements
are for the municipality and do not include budget information relating to subsidiaries or
asscciates. These figures are these approved by the Councit at the beginning and
during the vear following a period of consulfation with the public as part of the Integrated
Development Plan. The budget is approved oy an accrual basis by nature classification.
The approved budget covers the pericd from 1 July 2012 to 30 June 2013,
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KOUGA MUNICIPALITY

STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2013

ASSETS

Current Assets
Inventories

- Non-current Assats Held-for-Sale

Receivabies from Exchange Transactions
Receivables from Non-exchange Transactions
VAT Receivable

Cash and Cash Equivalents

Operating Lease Receivables

Current Portion of Long-term Receivables

Mon-Current Assets
Property, Plant and Equipment
Infangibie Assets

Investment Property
Long-term Receivables

Total Assets
LIABILITIES

Current Liakilities

Consumer Deposits

Provisions

Payables from Exchange Transactions
Payabies from Non-exchange Transactions
Unspent Conditional Grants and Receipts
Bank Overdrafi

Current Portion of Long-term Liabilities

Non-Current Liabilities
Leng-term Liabilities

Retirement Benefit Liabililies
Ex-Gratia Pension Bensfit Liability
Non-current Provisions

Total Liabilities

Total Assels and Liabilities

NET ASSETS
Accumulated Surpius / (Deficit)

Total Net Assets

fois

W oo =3 & B 8 R

10
11
12
4

158
18
17
18
1%

21

21

22

23
23

24

Reostated
2013 2012
R R

274 581 530 262 498 621
3513 045 3214 092
175 822 886 175 822 886
47 890 755 34 929 132
24 177 811 28 811 033
4 501 730 2 393 584
18 540 246 . 17 401 277
128258 87 753
9 000 38 855

2601 320735

2 652 BGO 285

2 535 249548
121587
65613 070
336529

2 586 157 029
150 446

66 167 010
385 900

2875 902 2658

2 915 359 006

183 573 022 180 168 937
8693 418 7 606 800
19 468 077 18 332 915
106 705 228 107 371 987
4730 739 5 (24 287
9952 857 13 104 861
474 883 1122 149

33 547 820 27 605 937
146 286 760 148 137 628
59 880 244- 71191 312
57 554 008 80 411 000
436 000 647 000

18 416 516 16 188 318
329 §5¢ 782 328 306 585
2 546 042 483 2 587 052 442

2846 042 482

2 587 0BZ 441

2546 042 482 | |

2 587 052 441

Z 546 042 487

2 587 082 441
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KOUGA MUNICIPALITY
STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2013

REVENUE

Revenue from Non-exchange Transactions
Property Rates

Fines

Licences and Permits

Government Grants and Subsidies Received
Revenue from Exchange Transactions
Setvice Charges

Rentat of Facililies and Equipment

interest Earned - External Investments
interest Earned - Qutstanding Debtors

Other Revenue

Gains on Disposal of Property, Plant and Equipment

Total Revenue

EXPENDITURE

Employee Related Costs
Remuneration of Councillors
Collection Costs

Depreciation and Amortisation
impairment Losses

Repairs and Maintenance
Finance Costs

Bulk Purchases

Contracted Services

Grants and Subsidies Paid
(GGeneral Expenses

Loss on Disposal of Property, Plant and Equipment

Total Expenditure

SURPLUS / (DEFICIT) FOR THE YEAR

Refer to Budget Statement for explanation of budget variances

MNots

25

26

27
28
29
29
a0

31
32

33
34

36
38
&7
38
38

Aotual
2013 2012
R R
113 542 635 103 602 651
1035 182 2 879 838
7 268 669 7 304 080
94683 910 76 782 710
283 722669 265 081 772
675855 722 796
-~ 4235465 946 448
/6458 023 G 546 185
12 239 625 8 168 477
180 045 -
521.023 075 468 115 008
193 299330 182 822 233
8 594 080 7 983 661
o 622 156
80 723 704 77 007 101
5400 817 29743 773
19 198 925 15381 393
18 859 348 20 858 098
162 289 859 152 882 795
- 7 799
21.300 008 18 186 524
52 386 981 48 374 429
- 5 260
562033 634 553 676 222
{41009 958) (87 561 244)
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STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2013

Total for

Accumutaied

2012

Balance at 30 June 2011
Correction of Error (Note 41)
Restatod Balance

Surplus / (Deficit) for the year

Balance at 30 June 2012

Surplus / {Deficit) for the year
Balance at 30 June 2013

Description
ere Surplusf{Deficit) Total
Account
4 R

2 799 214 242
(124 600 587)

2759214 242
{124 600 587)

2674 613 855

2 674 613 655

(87 561 214)

(87 561 214}

2 887 052 441

2 887 052 441

(41 009 558}

(41 008 958)

. 2 548 042 483

2 546 (42 482
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KOUGA MUNICIPALITY _
CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2013

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts

Property Rates

Government Grant and Subsidies
Public Contributions and Donations
Service Charges

Interest Received

Other Receipts

Payments
Employee Related Costs
Remuneration of Councillors
interest Paid

- Suppiiers Paid
Other Payments

NET CASH FLOWS FROM OPERATING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Property, Plant and Equipment

Purchase of Intangible Assats

Proceeds on Disposal of Property, Plant and Equipment
Decrease / (Increass) in Long-term Receivables

HET CASH FLOWS FROM INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of Borrowings

NET CASH FLOWS FROM FINANCING ACTIVITIES

NET INCREASE / (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash and Cash Equivalents at Beginning of Period
Cash and Cash Eguivalents at End of Period

Mote

25
28
27
28
2B

30
31
36

10
11

4

21

7

Agtual
2013

113 542635

94663 810
283722.669
| 1236 465

{193 299 330)

8594060
(18 859 348)
(181,759 087)

{87 765 337}

2012

103 802 651
70762 710G
265081772
046 448
662 8677)

(182 822 233)
7 983 661
(20 859 098)
(108 978 982)
(96 298 862)

37 068 893

38 755 388
{29 176°228) (1931 043)
{986 682) {53 778)
180 045 (5 260)

45 371 262 480
(28913 473) {1 887 591)
{5 369 185) (1262 562)
{5 369 185) {1262 562)
1786 235 35 785 237

0 0

16279 128 (19 516 109)
18 065 363 16 279 128
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KOUGA MURICIRALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2043
2013 2012
R 3

T GENERAL INFORMATION

Kouge WMunicipaiity s & focai government insiizution in Jeffrey's Bay. Zastersr Cape, and is one of nine local municipalities under the jurisdiction of the
Cacadu District. The addresses of is ragistered office and principal place of business are disclosed under "General nformation” includad in the
Annual Financial Statements and i the introduction of the Ankual Reparl. The principai activities of the municipality are disclosed i the Annual
Report and are prescrbed by the Municipal Finance Managemant Acl (MFMAY

4. INVENTORIES

Consumabie Slores - a1 cost 3287 997 3457 649
Waler - at cost 225 802 225 283
Total inventories 3523 804 IR
o S
Less: Provision for ohsolete stock (10 755} {469 360!
Tetal inventory 3513 048 3214 082

inventories are held for own use ang measured at the lower of Coat and Cument Replacement Cosl. Mo
wiite downs of Inventory to Net Realisabie Value were required.

Mo inventories have been pledged as collateral for Lisbilities of the municipafiny.

3. NON-CURRENT ASSETS HELD-FOR-SALE

Property Held-for-Sate - at cost 175 822 886 175 822 886

Net Non-current Assets Held-for-Sale 175 822 886 75 822 286

] ASSETS HELD FOR SALE |

| I i
Motor Vehicles
OFice Lyuinment
Plant & Equipraent
Farnfiure & Fittings

Land Held For Sale 162 962 £50.00
Bultdil Held For Sale 232700 0U0.00
Total 175827 5B5.57

3.1 Property Held\for-Sale

The munlcipality iflends 1o dispose of some of its vehicles, plant & equipment, tand and bulldings through publc auction wilbin the next 52 months.
The impairment fosseslor depreciation was recognissd on reclzssification of the praperty as held-for-saie at 30 Jupe 2013

4. RECEIVABLES FROM EXCHANGE TRANSACTIONS

et
Balances
R
As at 30 June 2013
Service Debtors: 81 464 548
Electricity 32 24¢ £14
Refuse 12123423
Sewsrage 12354 3
Water 24 76T
Oiner Recelvahles 12116
EMF 1088 640
Loan instaiments .
Other Debtoss 12 01€ 95
Total Receivabies from Exchange Transactions 94 581 183
PRS- anl SLLA
Provision for impairment {46 630 428}
et baiance 47 B9O 754
e ————
Net
Balancas
R

AS at 30 June 2032

Service Damtors:

Electricity

Refuse

Sewerage 1 048 564

Yiater 24 454 44E
Other Recelvables

ERi i~

Loan Instaiments -

Gingr Dewtors 5022 291
Total Receivabies frem Excharge Transactions 21 654 067
Provision for impairment ~ (A6 764 935)
et balance 34 828 132

e ———
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KOUGA MUNICIPALITY
NOTES TO THE FINANGIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

2012 2012
R R
4.1 Ageing of Receivables from Exchange Transaciions
As af 30 June 2013
[ Current | | Past Lue 1
T Total
{6 3days 11 31-60Days |1 B7-90Davs || +90Days 11
Electricity:
Gross Balances 15 589 405 | 27527291 1 086 284 12 781 063 | 3% 299519
] 15 6898 408 2752738 1 086 284 12 791 083 32 218 511
Refuse;
Grogs Balances 1 488 460/ 811E1E 455 40t | S 587 157) 12 123 423
|
1 448 400 G611 818 ¢ 455 409 I 8587767 | 12123 423
Sewerage:
Gross Balances 1822 881} 700413 506 BEQ 8§ 304 183 12 354 388
t BZZ 864 i TO0 413 506 g89 9 324 183 12 354 356
Water:
Gross Baiances 2074835 1074 513| 253 I0E} 20 785 B04 24 787 258
2574 835 1474 513 B52 306 20 765 804 24 757 258
Other Recelvables:
EMF 1 08Y B40 1100035
Other 12 016 599 12 016 5339
i .
- - -1 12116 238 | | 13 116 634
Total gross receivables from exchange 20 945 301 5138 473 2900 887 6E 525 128 94 581 183
Provision for impairment {46 630 429
Total net raceivables from exchange 47 B30 754

As at 30 June Recetvables af R73 634 486 were past due bul not impaired. The age snalysis of these Receivabies are as follows:

Past Due

| ]
U F Bopaps | | & 80Dape || <86Das | i ol
All Receivakies: '
Gross Balances { 5139473 2 800 BEY 86 585 126 13635 486
Less: Provision for impairment | E
|
fet Bajances \ 5128 473 2 300 687 $5 585 126 73835 488
Az at 30 Jupe 2072
[ Curent | | Past Gue ] total 1
| ©-300sys || 31.60Days |1 &7.S6bays || +9obays | (
Eiectricity:
Gross Balances 37723 050 {1343 TT5) {2 256 647} {7195 754) 32 924 564
Net Balances 37 723 050 i {1 343 775} {2 259 847} {1 184 764) 32924 864
Refuse:
Gross Balances 367 546 1 744 559 20 T8 2222 0Bt EEEREY
|
Net Balances 367 548 | 744 558 622 708 4222081 9 956 896 ]
Sewerage:
Gross Baiances 15 735 268) 2 BUT L3 2491 g57 156492 732 11 046 303
et Balances {8735 288) Z 597 003 2 481 957 15 692 732 11 046 383
Water:
Gross Balances [ (6 800 986} pEgE Eay | | 2367 854 ] | 22361 080 | | 21 454 445
Net Balances {6 800 886) 2526587 | ] 2367 554 | 23 361 280 [ | 27 454 445
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KOUGA MURICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

2013 2012
R R
Other Receivables:
EMF 1289177 1288177
Cther &022 291 5022 291
.
plet Baiances - - - 6 371 468 6 311 468 |
Total gross receivables from exchange 21 554 314 4 54 384 3222 871 52 392 798 81684 067
Frovision for impairment 46 764 935
Totai nel receivables from exchange 34 829 132
As at 30 June Receivebles of RS5 882 818 were past due bul not impaired. The age analysis of these Receivables are as follows:
| Past Due i Totai
{ TH B Days 1| _61-80D0mm ] + 90 Days |
All Receivables:
Gross Balances 4 524 384 3222 571 52 38 798 B0 138 753
Less: Provision for impainment
Nef Balances 4 524 384 3222871 52 382 788 B0 135 753
4.2 Summary of Recelvables from Exchange Transactions by Customer Giassification
Industrial/ National and
Household Provintial Qther
Sommereiai Goverament
R R R R
As at 30 June 2013
Curent:
0 - 30 days 12221 230 7 812 887 324 113 867 283
Past Dug;
31 - B0 Days 810973 3869 710 215 284 245 525
81 - 80 Bays Ta71 097 585 035 98 7% 275 987
+ 80 Days 46 0z0 862 3 686 260 1479 262 14 428 772
Sub-totsd 61024 162 15 804 041 2115438 15 537 542
Less: Provision for impairment {34 92 287) (2310 377! (239 867) {9 187 832)
Total Trade Receivabies by Gustomer Classification 26 671 §10 13 893 663 1 875 471 B 348 710
Indusirial Nationai and
Household Provincial Other
Commercial Government
R R R R
As at 30 June 2012
Current:
G - 30 days 17 416 02 3406 593 281 518 450 180
Past Duie:
31 - 60 Days 3456 252 812 048 151 829 304 264
61 - 80 Days 2243 392 470 817 146 752 261611
4+ 80 Days 43 177412 3072 465 1418 017 10 630 G67
Sub-tatal B85 392 08¢ T 501 823 1998 115 11 547 §Z2
Less Provision for Impairment (33 802 2221 {2 895 582) {282 G611 (9784 270}
Tota} Trade Receivables by Gusiomer Classification 32 590 847 4608 9ag 1717 564 9§ TE2THZ
2013 2012
R R

4.3 Reconcifiation of the Provision for impairment

Balance at beginnihg of year
Alt Consumer Debtors - Exehange transactions
Assessment Refes Debiors - Nan - Exchange transactions
tmpairment Losses recognised
Alf Consumer Debtors
Assessment Rates Debiors

Balance at end of year

E3018 196

{38 911 50B)

I 1487764 535)| \ 7817 687 i
(1 748 261 {46 429 202)
(1304 724) (24 601 681)

l 74 506 | (64 26F 6.32)}
{1379 2573 [ 26 650 941

{64 817 G16) {63 513 196]

83
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KOUGA MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

The transactions for Provision for Impairment have been restated io cotreclly classy amounts held for
Assessment Ratas Deblors, now included in Trade Receivables from Non-exchange Trahsactions, in terms
of GRAP 104 Refer to Nete 38,2 on "Change i Accounting Policy” tar aetalls of the restatement

Change In Actouniing Estimate in relation to Provision for tmpairment - Mousing Loans has been sffected
{Refer to Nete 40.1)

In cdetermining the recoverabifity of a Receivavie, the municipality considers any change in the credit quafity
of the Receivable from the dzte credit was inkially granted up to the reporting date. Furthermore, the
muricipality has &iso placed a strong emphasis on verifying the indigent status of consumers. The
cancentration of credit fisk is Hmited due to the customer hase being spread over a large number of
consumers and is not concentrated in any pariicutar sector or geographical area. Accordingly. magement
believs that there is no further credit provision reguired &1 excess of the Provisian for lmpaimnent.

In determining the recoverabllity of Receivables, the municipality hes placed sirong emphasis on verffying
the indigent status of consumers. Provision for impairmenl of Recelvables hag been made for all
consurner balances outsianding hased on the payment ratlo over 12 months per service type, No fusther
credil provision is reguired In excess of the Prevision for impairment,

No provision has been mage in respect of governmant debt as these amounis are considerad 16 be fulty
recoverable. The municipality hotds collaterai over these batances in the form of Consumes Deposits /
Guaranteas. whichi are not covering the total outstanding debt and vacant praperty respectively

4.4 Derecognition of Financial Assets
Mo Firancial Assets have been transterred to other parties during the year,

The municipality did not pledge any of &s Receivables as security for borrowing purposes

No Financial Assels have been transferred wo other parties during the year,

B4
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2012



As at 30 June 2012

Assessmeant Rates Debtors
Otrier Receivabies

As at 30 June 2012

Assessment Rates Debtors
Othet Recetvables

5.1 Ageing of j from M

2b5

KOBGA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 SUNE 2013

As at 30 June 2012

Assessment Rates:
Gross Balances
Less: Provision for impairment

Nel Balances

Other Recelvabies
Gross Balances
tess: Provision for krgpairment

Nat Balancas

All Receivebles:

Assessment Rates

Other Recelvables

Less: Provision for Impaiment
Gross balances

As at 30 June 2012

Assessment Rates:
Gross Balances
l.ess: Provision for impairment

Net Balances

Other recelvables
Grass Balances
Lass: Provision for npaimment

Mat Balances

Al Recefvables:
Gross Balarces
less: Provision for impairment

20143 2012
R R
RECEIVABLES FROM NOM-EXCHANGE TRANSACTIONS
Gross Provisian for et
Batnces fmpairment Batances
R R R
36 020 038 (18 127 487) 16 782 548
5385 063 5385 063
Tatal Receivabies from Nen-exthange Transactions 42 3046 098 (1B 127 487) 24 177 B11
Gross Provision for et
Batances impairment Balances
R R R
34 660 336 {16 748 261) 17 9124978
10 698 955 10 688 955
Total Receivables from Non-exchange Transactions 45 359 7204 {16 748 261) 28 B11 033
ge ¥
t turrent || Past Due i j Total
U o 50days || 57 G0Days | | 6i-90bays 1| +o00ak |
4 (43 675 G147 684 517 gas] | 31465 676] 36 920 035|
% (18 127 487)}
A 023675 517 6ag 547 9051 1 31465575 | 18 782 548 |
- B - - 5 385 063
- - B R - 5 285 663
As at 30 June Receivaties of R3Z 836 360 were past due buf not impaired, The age analysis of these Receivables are as foliows:
I Fast Due | Tatal
| 31-60Days | { Bi-90Daps |1 +90Daps | i
212 689 £17 9588 31485676 ¢ | 32 896 380
d
912 pBb | 517 895 | 31 465 676 | | 32856 360
[ Curent | T Past Due )
- - Tatal
| _o-z0days |\ 37 . &0Days || 61-90Days || +50Das |
1 568 196 1 547 620 540 AGS| 21 483 528 34 660 339
{16 748 261)
T 588 195 847 620 BAC BYE | § 31 483 828 17912678
- { - - - ~ 10 898 955
Tl N B o 10638 355 |
As &l 3¢ June Receivables of R33 072 144 were past due but not impaired, The age analysis of lhese Receivables are as foliows:
i Past Due i
| 37-60Days || &1-90CDays | |__+90pDays | Total i
947 620 640 886 31 483 828 332077 144
47§20 540 896 31 483 624 33072144

Gross balances

a5
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13 i
R R
5.2 Summary of Assessment Rates Debtors by Customer Classification
ndustrialf Mational and
Household Provincial Other
Commercial Government
R R R R
Az gt 30 June 2013
Current:
G- 30 days 26 145 - - 256
foast Due:
31 - 60 Days G316 877 14 190 § 917 135 028
61 - 80 Days 754 487 102 439 1143 53 345
+ 95 Days 18400 148 1911 158 1815833 10 271 288
Sub-tota 22 BB BT 2827 78Y 1326 893 10 455 898
Less: Provision for impairment (11 804 226} {1 855 567} {2 788 {4 64 DEE)
Total Rates Debiors by Cusiomer Classification 10702 428 572 282 1322 908 5734 930
ndustrial/ National and
Household Provincial Other
Commerciai Government
R 34 R R
As at 30 June 2012
Gument;
0~ 30 days 2 440 698 132 684 2022 105 §02
Past Due.
31 - 60 Days B11 546 50919 1883 o802
1 - 40 Days 802 151 a2 e 1822 2 598
+ 80 Days 16 200 703 N 183 177 3§62806 G408 BE2
Sup-totat 20 9B 4898 298 G44 3 558 533 @ 64T 384
tess: Provision for tmipairment 10 B30 1486) (180 331} 3 058) (5 T35 T25)
Total Rates Debtors by Gustomer ClassHication 10 136 362 209 612 3 655 474 5611638

The transactions for Frovision for impairment have been resiated to correctly classiy amounts held for
Assessment Rates Debtors. previously included in Receivables from Exchange Transacions, in terms of
GRAR 104, Reter 1o Note 37 or "Change in Accounting Policy” for detaits of the restatement

The Provision for Impairment an Receivables exists predominantly due to the possibility thet these debts
will nol be recovered. Loans and receivables were assessed mdividually and grouped together al the
Statement of Financial Position as financial assets with simitar credit risk characteristics and collectivaly
assessed for impairment.

The Provision for impaitment was caiculated afler grouping all the fmancial assets of similar nature and
risk ratings and by caleulating the histarical payment ratios for the groupings and Dy assuming that the
future payment ratios would be similar to the historical payment ratios.

The Provision for impafment was calculated affer groumng all the fnancial assets of similar nawre abd
fisk ratings and assessing the recoverability.

in cetermining the recoverabilily of a Rates Assessment Deblor and Receivables from Man-exchange
Transactions, ¥ municipalty considers any change in the credit guality of the Rates Assessment Debior
from the dete credit was initially granied up to the reperting date, The concentration of credit fisk is limiied
tue to the customer base Deing large and uarelaied. Accordingly, the management believe {hal there is no
further credi provision reguiret in excess of the Provision far Impairment.

No Provision for iepaiemend has been made it fespec! of government debl as these amounts ars
considered to pe fully recoverable. The municipality halds coliateral over these balances in the form of
Rates Assessment Deposits / Guarantees, which are not cavering the total outstanding oebt and vacani
properly respectivety.

Faurtermare, no Provision for Impairment was calcutated on Receivables other than Assessmeni Rates
Debtars as the management it of the apinion that 4l Receivebles ars recoverable within norma: credit
terms

The icipatily does not hold o its er other securiy for ks Receivapies.

Morie of the Recetvables have been pietned as secusly o1 ihe munitiaiity's Tinantial kabilties

in determining the recoverability of a Rates Assessment Debtor and Receivables from Non-exchange
Transactions, the municipatity considers any thange in the credit quality of the Rates Assessment Debior
from the dale credit was inittally granted up to the reporting daie. The concentration of credit risk is limited
tue 1¢ the cusiomer base being large and unrelated, Accardingly, the management believe that there s no
turtites credi provision reguired in excess of the Provision for mpairment.

86
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ROTES 7O THE FINARCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

VAT REGEIVABLE

Vat Receivabie
vat Recetvable

Vat is payabie on the cash basis. Only once payment is received from debtors, VAT is paid over to SARS.

No iHerest ie pavabie o SARS if the VAT is paid over timecusly, bul interest for {ate sayments ks charged
aceording 1o SARS policies

CASH AND CASH EQUIVALENTS

Current Investments

Bank Overdralt

Cash and Cash Eguivalents

Tofal Bank, Gash and Cash Equivalents

For the purposes of the Staternen of Financial Posilion and the Cash Fiow Statement, Cash and Cash

Foutvalents include Cash-on-Hand, Cash in Banks and Investments in Money Market instruments, net of
outstanding Bank Qverdrafts.

7.1 Current Investrment Deposifs
Cafl Deposits
Total Current lnvestment Deposits

Call Deposlits are investments with a maturity period of fess than 3 months and earm interest rates vaning
from 3,00 % to 5.00 % (2011 4.980% o $.50%) per annum

Notice Deposits are investments with a maturity period of jess than 12 months and earn intersst rates
varying frem &84 % to 5,68 % (2011 5,40 % to £,53 %)per annum

Deposits attributable ta Unspent Conditional Granis
Geposils atiributable to General investments

Total Deposits attribulable to Commiétments aof the Monicipality

Deposits of R16 433 718 (2012: R15 385 751) are ring-fenced and attributabie to Unspent Conditional
Grants.

Surumary of Deposits per institution
ABSA

FrNE

Negbank

RMB

g7

2013 2012
R R

4501 730 ) | 2363 884 |
4 501 730 2 333 584
18 540 245 17 401 277
{468 703} {1418 718

15 180) 15 430)
18 0B 363 16 278 128
18 54G 246 17 40 277
8 540 240 17 401 277
16 433 718 15 385 751
210G 528 7015 626
18 540 246 17 401 277
748 214 723 431
4 853 862 4708 287
202 6T 193 327
12 725 663 11778 232
7§ 640 248 17 401 277
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WOUGA TRUNICTRPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2813
2013 2012
R R
7.2 Bank Accounts
Eank Overcrafi (468 703) {1116 718)
Total Bank Accounts (488 703! i1 116 719}
First National Bank - Jeffreys Bay
Cash book balance at baginning of vear 1116 718 (33 728 108)
Cash book halance ol end of vear 468 703) {1 116 719)
Account Number S25 400 207 97 (Primaryr Bunk Accoun):
Bank statement baiamce a1 beganing of vear {3 0E7 820 (2 772 B28)
Bonk sigtement balanze at end of vear {1 257 280! {3 GBZ 828)
Aceeni Number 525 200 335 14 .
Bank starement balance af beginning of vear 3388 408 841 345
Bank staiement balance o end of vear 1082428 338K 408
Cash Floats and Advances =& 180 -5430
Toral Bunk and Cash . 18 534 066 17 395 847
Totat Overdrafl (468 T03) (e 7o)
Total Bank and Cash 18 665 363 16 279 328
The municipaiily gic not pledge any of its Cash and Gash Equivaients as coliateral for its financial liabiities,
Mo restrictions have been imposed on ihe municipafity in terms of the ulilisation of its Cash ang Cash
Bouivaienis.
OPERATING LEASE RECEIVABLES
Cperaling Leases are recogrised on the straighi-ine basis as per ihe requirement of GRAF 13, in respec!
of Non-cancefiable Cperating Leasss the following assets have been recognised:
Balance #f heginning of year 87 753 B2 BaD
Operating L ease Revenus recorded 38 504 28113
Total Operating Lease Receivabies 126 258 a7 753
&.1 Leasing Arrangements
The Municipality as Lessor
Oparating Leases refate to Properly owned by ine municipality with tease tarms of belwaen 1 to 89 years,
with an aption to extend. Al operating lease contracts contain market review clauses i the event that the
iesser sAErCISEs Hs oplion to remew. The lessae dogs Aot have an option to purchase the proparty at the
expiry of the iease period.
8.2 Amounts receivable under Operating Leases
At the Reporting Date the following minimum lease payments were receivabie under Non-cancetable
Operating Leases for Property, Plani and Equipment, which are receiveble as fohows:
Up te * year 350 049 370 618
210 b years . 1288 30 1282623
Mare than § years 1077 488 125% 808
Total Operating Lease Arrangements 2 636 428 3 006 947
The impact of charging the escalations in Operating Leases on £ straigit-line basis over the tarm of the
iease has been an increase of R38 504 (2012 increase of R25 173} in curent year incame
CURRENT PORTION OF LONG-TERM RECEIVABLES
Qther Loans 800 38 865
Totai Current Portion of Long-term Receivabies g 00¢ 3k 885

aa
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- Compieted Assers
- Under Construction

Revaluation

Accumulated mpairment Losses
Accumulsted Oepreciation:

- Cost

- Revaluation

Acquisitions
Borrowing Costs Sepitalised
Gapital under Construction - Additions:
- Cost
Addifions
Transier in
- Borrowing Gosts Capitalsed

increases in Revauation
Reversais of Impairment L,0sses
Depreciation:

- Based on Cost

- Based on Revaluation

Decreases in Revaluation
impairment Losses
Capital untiar Constreclion - Compleisd
Other Movements
- Cost
- Revaiuation
- Accumulaled impairment Losses
Accumulated Depreciation
Based on Cost
Based op Revalystion

Carrying values at 30 June 2013
Cos:

- Compisied Assets

~ Under Construciion
Revaivation

Accumulsied kmpagment Losses
Actumulated Depreciation:

- Cost

- Revalafion

T e Bod

Land Anfra- \.eased
Description Land Buildings and Communily Other Infra- Totat
. Builgings sructurs structure
R R R R R’ R R
Carrying values at 01 Jufy 2052 &0 £B6 264 444 368 S04 2012 918 178 T7 493 D00 26 &07 Q38 14 B6Y 310
Cost . B AT B 5 T AL 153

ST B0 12

(240

-12%'5B4122)

ZRREL G

BEEIEES

A5T7 236004

28 631 441.00

544 TAS!

28376 22501

{4107 234} {84 B57 408)}. s (5 TE4583) {5 554'504) {80 083 708):
3BD TES 150 56 479 121 4a9) 262 271 1 G777 892 21% 77 493 b0 30 587 2E7 € B4 506 2 B35 240 B4R
GO 825 365 4735 506G 518 : TG0 DI EB 207 &40 38153 430 B8R BE0 050

201

Rl A S

AT

HOT 830

T BN T
75 piE e

47 26E)

7470 511)

"o

7D BT




30 June 2012

Reconcifation of Carrying Value
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- Land Infra- lLeased
Description Land Buildings and Community Other nfra- Total
Buildings structure structure
R R R R [ 4 R [
Carrying values at 01 July 2011 383 763 150 54 405 018 2 052 60% 405 77 493 000 36 43E 247 20260 E3E * £3% GBS 4E6
Cost G020 I8E 2 AN 462 24T i 20876 E 3 B LY
- Completed Assels B0 0268358 AIF B0 EIS FHEELTE FIZ £ 55T H3Y
Urkler Constructian By P odBRsEas ¢ BES§E
Correction of errar (Note 42} - - - - - -
Revatuation N - - - - - -
tccurdated impaimant Losses I : DR - . -
Accumulaed Depreciation: - (25 E21 440 BEE AT :

Cost
- Revaluafion

Achuisitions
Borrowing Gosts Gapialised
Capital under Construction - Additions
Gost
Addifions
Transier i
Borrowing Gosts Capitalised

increases in Revatuation
Reversals of knpairment { osses
Depreciation:

- Based on Cost

- Based on Revatusiiorn

Revaiuation
- Accumuiated Impairment Losses
- Accumuizied Depreciation
- Basedon Cost
- Based on Revaluation

Carrying vaives at 30 June 2012
Cost

- Completed Assels

-~ Under Construction
Revatuation

Accumulated Impaiment Losses
Accumulated Depreciation:

- Cost

- Revalustion

TR ERT SR

- 22 201 489

(76 576 1863

© ATUARE B0

583 TBE 154 &0 556 364 ddd LRG 505 2013818 178 TT 852 DOG 35 807 A36
2 BOE 518 2 B15 664 728 T AR (00 5B TED 145

ST,

TR RO P R

RSy

LB 353 745 |

{20 440 015)

F TR g b

(ERAaD 012y

{FG L0 TR,

o A% 614

F2E B

(57

e |

PROPERTY, PLANT AND EQUIPMENT (Continued)

Tatsl Proparty, Plant and Eaupment hald by the municipaiity at 30 June 2013 amounted to RZ 885220, 727 bilkon (2012 R 2,992 660,518 vilion),

I ioperty Fafer to note 10 and 1% for intangible Aseets and Investmend Property
Twea Assets held for security Sank Loart dor Svetdraft of RS milon of 1% mékon of Eef 721 = R2 Sm plus EFT22 =R2 6m
The jeased Froperty, Pizs and Bolipment is secured as set out m Motk 2%,

Reder o Appendices "B, C and & (2} for more detail on Property, Plant and Egquisment, incluging these in ihe colrse of construction

a0

consisling aniy of piant and Equipment less Intangidle Assets 2nd Mvestimen:



12

261

HOUGA MUNICIPALITY
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2% 2012
R R
INTANGIBLE ASSETS
At Cost less Accumuieted Amortisation and Accumulated tmpairment Losses 121 587 16D 448
The movement in Infangidle Assels is recancited as follows:
Compuler Tatai
Software
Carrying values at 01 July 2012 150 446 150 446
Gost i 603 458 503 458
Aceumuiated Amortisation i 453012 452012
Acquisitions: 57 188 57 108
Purchased 57108 | 57198 ]
Watkdn-Progress -3 -
Amortsation: . (86 O57 (88 057)
Purchased ] 8 057 | (36 057)1
© Garrying values &€ 30 Jupe 2013 121 837 121587
Cost \ BEQ 656 660 858
Accurmtiated Amortisation (539 0BG (538 088
Computer Taotat
Sottware
Carvying values at 01 July 2011 114 083 114 DB3
Cost i sag6a0 | | 543 B8O J
Accignulated Amartisation {435 507} | {436 5974
Acquisitions: 53778 53776
Amottisation’ H7 415) 17 415)
Rurshased { 17 415)] | (17 515)]
Cartying vaiues at 30 June 2012 150 446 150 446
Cast 503 456 1 % 603 456 1
Accumuiatet Amortisalion 453 012 | 453 012))

The amertisation expense has been included in the line tem "Depreciation and Amoertisation” in tihe Stalement of Binancial Fefommante (ses Note 33),

All of the municipality's tntangible Assets are hetd under freehoid interests and no Intangible Azsets bad bean pledged as security for ary liabiliies of the
muricipatity,

Mo restrictions apply io any of the Infargible Assets of the municipality.
Refer to Appandix ™87 for mare detail o Intangible Assets

Mo impairment losses have been recogrised on inangible Assets of the municipaity at the reporing date.

2613 2612
R R

INVESTRENT PROPERTY
At Cost less Acourmulated Depraciation 65 613 070 66 167 010
The movement in tnvestment Propey is reconciled as follows.
Carrying values ai 1 July 2612 66 167 070 66 167 0f0
Caost I T ETS 500 \ ‘ 70 B75 500 |
Accumutated Deprecistion {4 70B 4903 {4 708 450)‘
Depreciation during the Year (543 940} -
Carrying values af 38 June 2093 B5 613 070 66 167 010
Cast 70 B75 500 { TCaTh 500
Accumuiated Dopreciation L (5 2627 430 { 4 708 480

All of the municipabty's investment Prapery Is heid under freehold indarests and no investment Property had
been pledged as secusty for any liabilities of the municipalivy,

Thare are no restriclions on 1he realisabiity of thvestment Property or the remiftance of revenue and procesds of
disposa,

Thare are su contractual obligations on Investment Property

Rafer io Appendix "B {or moere detail on Investrent Propery.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

HERITAGE ASSETS

2043

2012

The municipality has taken advantage of the transitional provisions in Direcive 4 from the Accounting Standards Board with the impiementation of GRAF
103, The municipsitty i currentiy m a process of identifying all Heritage Assets and have it vaiued in lerms of GRAP 103 and itis expected thit this process
whll e campleted far inclusion in the 201415 Anndal Financial Staiernents. It is possible that certain Hertage Assets are currently being recognised as

Property, Plant and Eeuipment.

LONG-TERM RECEIVABLES

Bross Provision for Met
Balances Ympairment Batances
R R R
As at 30 June 2013
Ciher Loans 502 636 {166 07} 336 528
502 536 (166 107} 236 528
Less: Curtent Portion 1o Current Rec: bhegi- -
Othet Loans H -
Total Long-erm Receivables 336 528
Gross Provision for et
Balances impairment Baiances
R R R
As at 30 June 2012
Other Loans 44 266 (158 388) 385500
544 266 (158 386) 385 800
Less: Current Portion transterred to Current Receivahles - -
I
Total Long-ferm Receivables 385900
The municipality does rat hold deposiis or any offter securty for its Long-lem Recetvables
No Long-tery Recoivabies have been pletdged s security for the municipaliy's finrancial liabiities.
2011 2012
R R
14.1 Ageing of Long-terin Receivables
Llrrent:
0 - 30 days - .
Past Due:
31 - 80 Days - -
81 - 90 Days - -
1 -120 Days - .
+ 120 Days 502 636 544 266
Yotal 507 636 544 266
A at 30 June Long-term Receivaides of RS02 636 (2012: R544 256} ware past due hid not impaired. Ne terms
for payment have been re-negaotisiled. The age analysis of these Longdenn Receivables is as follows:
4.2 Reconcilizfion of ifie Provision for Impairment
Balanse al beginning of year 158 368 156 286
Irpainment Losses facoghised 165 107 158 266
Impairment Losses reversad {158 368) {158 366)
Amotrds wiitier off as uncolectable - -
Amaunts recovered - -
Balance at end of yoar 188 107 158 366
GONSURER DEPOSITS
Electricity ang Waler 8 643218 7 G0G BOG
Tetal Gonsumer Deposiis & 821 418 7 &6 Bud

Consumer Deposits are paid by consemers on application for new waier anpd eleciicily conpections. The
deposits are repaic when the wate: and electriclty connections are ferminalad.  In cases whele consumers
detaudt on their eccounts, the municipalit can ufilise the deposit as payment for tive outstanding acseunt

e ittterest is paid ar: Consumer Deposits held.

az
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KOUGA MUNIGIPALITY
NOTES TC THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013
2813 2012
R i

PROVISIONS
Perfortranee Sonruses .0 0
LCarrent Portion of Non-Current Provisions (See Mole 22): 10 468 077 18 332918

Enviromentat dlean-up | 911 200 ; 848 930

Longterm Service ] 1721 D00 | 1408 0006

Rehahilitation of Land-Af Sites | 4893788 | 46683798

Past Retiremen! Benefils I 1 878 000 L 1530 000 l

£x - gratia ] 74000 | 75 00¢

Staff leave 10 160 679 & 4778187
Total Provisions 19 468 077 18 332 838

The movement in provisions are reconciled as fofiows:

Current Portien of Non-Current Provisions:

Longterm Service  Post-refirement

R R
30 June 2013
Balance at beginusing of vear 1 408 G0G 1 65 000
Transfer from nor-current 1721080 T 852 000
Expenditure incred {1 408 DOM (1 605 000)
Balance at end of year 1721600 1952 800

tong-erm Service Post-rativamert

R R
30 June 2092
Balance 2t beginning of year 503 363 1883746
“Transfer fom non-cerent 1 408 000 1 805 {00
Expenditure incurred (503 283} (1 583 718}
Balance at end of year 1 40B 008 1 605 GOC
Lanfill Sites Other Provisians
R R
30 June 2013
Baiance at beginning of year 4 683 753 846 930
Contributions to pravision 54 370
Balahce st end of year 4 683 798 911 A
Laniill Sites Crher Provisions
R R
30 June 2012
Balance at baginning of yaar & 693 798
Contributions 1o provision B4G 930
Balance at end of year 4693 768 846 930

Provision for environmental Clean-ups

theyal dumping of builders’ and other rubbie is tken place throughout the Kouga erea to the municipality's propery.
Contrary to $18A of Enviranmental Conservation Act, 73 (No 73 of 1888}, the municipality has not cleared the Riegat duming
ang other rubble

The rrunicipality has accounted for a provision for the cost of clearing of bullders’ and other rubble as reguired by

GRAR 19.20 - Provisions, contingent fiabilities and comligent assets.

The net preseni velue of the claan - ups cost has been deterrined es &t 30 June 2013, The provision is e best estimate of e
net present vaiie of future clean - up costs, The payment dates of the cost to clean up the buiiders’ and other rubble are
uncerain, but are cartenily skpecied o he in the following years

Provisian for statf eave

The municipality has acoounted for a provision for the leave days due o ampioyees as requited by
GRAP 10,20 - Provisions, contingent liabifities snd configent assets

The net present value of the amount of the leave balance due has been determined as at 20 June 2013
The provision is the best estimate of the net present value of future clean - up cos1s

The payment dates of the cost to clean up the bullders' end other rubble are uncerain, but are currently
expected to be i the faliowing years

o
w
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203 2012
R R
2013 w2
R R
PAYABLES FROM EXCHANGE TRANSACTIONS
Trade Cregitors 103 364 181 1065 381 248
Retentions 289 538 (2 034}
Other Craditors . 3016499 1888772
Total Payalles 10E 705 228 107 371 487
Payables from Exchenge transactions have been restated to corectly classify amounts due for Creditors not
woctusd for previously,
Furthennare, Payables from Exchange Transaclions have been restated ta carrectly ciassify amounis held for
Retenlions erroneously written-of in fhie previous financial year
The average credit penod on purchases is 30 days from the receipt of the invoice, as determined by the MEMA,
except wnen the Habiity is disputed. No inlerest is charged for the first 50 days from the date of recelpt of the
invaice. Thereafter interest is sharged in accordance with the credit policies of the various individuai craditors
thal the munisipaiity deals with,
PAYABLES FROM NON-EXCHANGE TRANSACTIONS
Puyments Recelved in Advance 25300 -
Sundry Deposits 4618 848 4 B85 812
Other Accounts Payable 76753 38776
Total Payabies 4730739 E 024 287
Mo credit period exists for Payables from Non-exchange Transactions, neither has any credit pedod been
arranged. Mo interestis charget on autstanding amaknis.
LINSFENT CONDITIONAL GRANTS AND RECEIPTS
9.7 Conditional Granis from Governren! @ 852 857 13 104 881
National Govemnmant Grants 1640332 4 387 502
Provinciat Government Grants | 737214889 7351458
Other Spheres of Governtment i 940 365 } i 7ES a0
| il
Total Conditi | Grants and iy 4 952 887 13 164 BG1

Unspent Conditional Grants and Recelpts have been restated io correctly classify amounts held for Own and
Public Contrtbutions, previously inciuded in Creditors. Refer Yo Note 41.1.5 an "Gorrection of Bror® lor dotails of
the restatement,

Fusthermare, Unspent Conditional Granits and Receipts have been restated (o cormectly classiy amounts hetd for
Gwn and Public Confrbufions with no conditions attached to them. Refer to Note 394 on "Gorraction of Errar®
for details of the restatement.

The Unspent Conditional Grants ang Receipts are invested in investment accounts unld utifised.

See Nofe 26 for the reconciistion of Grants fom Governmenl. The municipality campied with the conditions
attached te all grants received to the exlenl of revenus recognised. No granis were withheks,

Refer 1o Appendin "F" for mere deteld on Conditional Grants.

34
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KOQUGA MUMICIPALITY
NOTES TO THE FINANGIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

2013

OPERATING LEASE LIABIITIES
Leasing Arrangoments

The Municipality as Lessee:
Operating Leases reigie w Property, Plant and Equipment with lease terms nal longer than § yesrs, with an

Amounts payabie under Operating Leases
Althe Repariing Dete the municipality had oulstanding commitments undoer Mon-canceliable Operating Loases

Buiidings: 27 858

2012

181 761

Upto § year 27 BLS
210 S years
Mere than & vears

191 751

Other Equipmmeant:

2 to § years

Upio 1 year ] ]
btate than & years

Total Dperating Lease Arrangements 27 658

191 761

The foliowing payments have been recognised as an expense i the Statement of Financial Perfarmance:

BN lease DayInems
Wilnimum lease paymenis- Cfice Buildings 350 286
Minimum izase payments- Gefiuiar Cantracts 1258 585

476871
1266 823

Total Operating Lease Expenses 1 606 863

1743794

oh




21

266

KOUGA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

2013 2012
[ R

LONG-TERM LIABILITIES
Annuily Loans 81630 713 81 245 488
Finance { ease {iabiities 11787 383 17 553 rad
Sub-total 93 428 065 9B 79T 250
Less: Current Portion transterted to Current Ligbllities:- 33 547 B20 27 BOS 9AT

Annuity Loans 26076407 | | 21 647 583

Finance Lease Liabifiies 7471413 ¢ i % 963 354
Total Long-term Liabilittes (Neither past due, nor impaired) 59 880 245 71191 313

Annuity Loans ate repaid aver petiods vaiylng from 2 to 11 (2012 3 to 12} yeers and at interest rates varying from §,25% to 16 50% (2012: 8,.25% to 16.50%)
per gnnam. Annuity Loans are nel secured,
The Annuity Loan is repaid over a period of 7 (20121 B) years and at an iterest rate of 5,00% (2012: 5,00%) per annuen, The Anauity Loan is not secored

Finence Leases Liabilities relates to Vaohicle and [T Equipment with lease term of 5 (2012: 5) yeats. The efoctive iterest rate on finance teases is hajwesn
93.21% and 45,13% {2012; 13.2% to 48.13%). Capitalsied leased Eabiliies are secured over the items of venicies and equipment jeased. The catying valuss
ot the finance leased assets are RS 014 506 (2012: R14 868 310).

Giher Loans are repaid over a period of 3 (2012 £) years and al interest rates varying from 15.25% to 16.50% {2012: 15.25% to 16,500 per annum, Othar
Loans are secired over fixed deposits held by the municipality

The management of the municipality is of the apinion that the cartying value of Langetrn Liabilites recorded at amotised cost in fe Anmual Financial
Statements approxiciate their fair vales.

The fair vaive of LongHerm Liabiites was determined afier considering ihe standard terms snd conditiohs of agresmends eniered into between the
runicipality and the relevant inancing instiutions

Retet to Appendix "&" for more detail on |ong-term Liabifties

21.1 Obfigations under Finance {.ease Liabilities

The Murnicipality as Lessen:

Finance Leases reiate to Property, Plant and Eoulpment with lease terms nol mare than § years (2012: 5 yaars), The efective interest rate on Flnance
Leases is between 14.73% and 21.53% (2072 13.21% and 48 13%).

The municipality has opticns to purchase the Property, Plant and Bquipment for & naminal amount af he conclusion of the tease agreements, The

muRicipality's obligations under Finance Leases are secured by the lessors’' title to the teased assels,
The wbligafions undet Finance Leases are as follows:

Mintmum Lease Payments Present Vaiuve of Minitaum Lease
2013 2012 2013 Mz
R R R R
Armounts payabie under finance leases:
Withinn ane yoar 2 304 748 3420 328 2394 74R F429 328
In the second to fifth years. inclusive 2482 G0b 4 124 436 Q492 505 14 124 436
Cwar five years - - - -
1% 797 253 17 553 T4 11 797 353 17 553 764
Less: Future Finance Obligations TATT 413 5903 354 7471413 5983354
Present Value of Minimum Lease Obligations 4 325 940 11 686 410 4 326 840 11 580 416
Agmounits due for settlement within 12 manths (Current Paion) TATY 413 5863 354
Finance Lease Obligations due for setiiement after 12 months {Non-current Portion) 11 7HT 353 17 553 784

The municipaiity has finence lease agreements for the foliowing significant classes of assets:
- Qffice Eguipment
- Wehicles

inchuded in these classes are the Tollowing significant ieases

() Konica Mmolta 1050 Digital Capler

- Instaltments are payabie maniily in advance R 851 712 RTT3778

- Average periaf autstanding 12 momnths 74 montns
- Average affective interest raie 11.35% 11.36%
- Average capital redemation per month over the perind leased R 54 30433 R3224073

5
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KOUGA MUMICIPALITY
ROTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 306 JUNE 2013

2013 2012
R R

(#} Various photocopier and tax mechinegs

- Imstaliments are payable monthly in advance R417 851.00 R 485 BT7 .08

- Avarage pericd outstanding 24 menths 36 manths

- hverage effective interest rate 10 87% 10.87%

- Average capital redemption per month over the penad isased RA17 402,493 R1877436
{ily Vahicias

- installmenis are payabis monthly in arrears R 42 837 =110 285

- Average petiod oulslanding 18 months 30 fmonths

- Average effactive inieres! raie, based on prme 13.50% 13.50%

~ Avermge copital redemplion per month over the period leased R & 160.3& R 267817

2013 2012
4 R

RETIREMENT BENEFIT LABILITIES
22,1 Poskretivement Health Care Benefits Liabifity
Balance et beginning of Yesr G1 641000 82 267 000
Canttibulions to Provision : 7791000 -
Reduction due to Re-measurement - {626 900)
Baiance at end of Year 6% 432 000 61 641000
Transfes te Gurrent Provisions. 1 878 Q00 (1 530 00O}
Total Post-reti Health Care B Liabiltiy B7 564 GGR 60 111 000
The municipelity provides certain posiselirement keaith cate benefits by funding the medical aid corttibutions of
quslifying refired members of the municipaiity. According to the rutes of the Medical Aid Funds, with which the
matcipality is associated, a member (whc is on the correnf Condifions of Service) s enfitled 4o remain a
continued metber of such medicai aid fund on retirement, in wivich case the muricipality is iabie for 2 certain
portion of the medical aidl membership fee. The municipality operates an unfunded defined benefit plan for
these qualiiving empl Na othef post-reti 1 benefits are provided o these empioyees.
The most recent actuarial valuations of pian assets and the eresent vaiue of the defined benefit abligation were
caried out a1 30 June 2013 oy ZAQEN Actuanies Piy (L), Feliow of the Actuarial Scoiety of South Atfica. The
present vaiue of the defined benefii obilgation, and the ralated curtent service cost and past service cosl, wars
measured using the Projected Unit Credit Methed.
The members of fhe Post-empiayment Health Caee Benefit Plan are made ug as folows:
In-setvice Mambers (Empioyees) 386 436
In-service Nom-rembars (Employess) - -
Confinuation Members (Retiress, widowers and orphans! 84 56
Total Members 450 492
The liabifty in respect of past sefvice has been estimated as fallows.
in-gervice Bembers 44 351000 35 040 500
Gontinuatian Membars 25 087 060 26 601 800
Total Liabiity £9 432 600 51 641 000
The municipality makes monthly contributions for health care amangements to the fellowing Medical Aid

- Bohitas

- Hosmed

- Keyhealth

- LA Health

- Bamwymed
The principai asswmptions used for the purposes of fe actuarial valuaiions were as follows:
Dnscount Rete 7.28% T.82%
Health Care Ceost inflation Rate 7.14% 7.24%
Met Effective Discount Rate 4.70% 063%
Expected Retirement Age - Femsles 58 60
Rrpected Relirement Age - Males B2 3]
Movements in the presest value of the Defined Benefit Dbligation were as follows:
Balance at the beginning of the year 61 841 000 55 073 0DC
Currant service costs A 184 000 3 B45 000
interest cost 4 382 000 4 615 00G
Benefits paid (1 585 000) (1 466 Do)
Actuanial lesses | {gaing) 310 000 (626 D0y
Losses / {gaing} on curtailmens -
Totat Recognised Benefit Liability 69 437 00D 61 647 006
The ex-grafia and the past retirement medical benefit is included in the total post retirsmeent medicat aid berefit
The i | in the of Financial Position are as follows:
Present vaiue of tupd obligations G4 432 800 81 841 Q00
The girsed in tie of Fi faf P are as foliows:
Cigrant sewvice cost 4 154 800 3 845 000
Interest cost 4 882 000 4 815 008
Actiraral iosses / {gains) 30 400 (626 0O0y
Totai Postretirement Benefit included in Emplover Relaied Costs {Note 32) % 356 0ng B D34 000

Trie ex-gratia and the pos! retirement medical benefit is includad in the tota! post retirement medical aid hanefit
The eftect of & 1% movement in the assumed rate of heatth care coat inflaiton is a5 ollows:!

a7
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KOUGA MUNICIPALITY
NOTES TO THE FINANGIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

2012 02
R R
Increase;

Hect on the aggregate of the currer service cost and the interest cost 1924 000 1 960 000
Effact on the defined benefit obligation 11 876 000 11 344 000
Decreaser
Effect on the aggregate of the curront service cost and the interes! cost 1 545 000 (1 527 000}
Effoct on the defined benefil abgatian {9 558 000y (9 236 000y
22.2  Ex-Gratia Pension Benefit Liabifity
Ey-Gratis Pension Benefl{ Liability 516 006 T22000
Less: Transfer jo Cursant Provisiohs {74 0063 75 060}
Net Ex-Gratia Pension Benetit Linbifity 436 DOG 647 0G0
The Municipality peovides certain post ratirement pension benefiis to certain refired employees of the
Municipality. Accarding to the ndes of the pensian fund, with which the municipality i¢ asseciated, a member
{wha is on the curren! condition of service}, on retitamed, s entitled to certain pensien Benefils in which case the
hunicioaity is Hiabie for pension payments to refired members for the remainder of theil ivas
The most tecent actuardal valuations of plan asssts and the present vale of the unfunded defined benefit
cbligation were carded out as al 30 June 2013 by a Feflow Member of the Actuarial Socisty of South Africa in
the employment of ZAQEN Actuaries (Pty) Lid. The present value of the defined beneft obligation, and the
refated current servics cost and past service cost, wete theasured using the Projected Uni Gredit Method.

The Ex-Gratia Pension Benefit Plar is & defined benefit plan, of which the members are made Up as foliows:
Pensioners a 11
. Totat [ 11
The interest cost fof the unsuing yeer is esfimated to be R 54 000 (2012 R 54 000),
The pringi ) used for the purp of the achzarial valuations were as follows:;
i) Rate of interest
Discount rate 7 40% T E2%
Post reirement interest rate 5.66% ET74%
Net Effective Discoun! Rate 1.65% 2.06%
Expected Retirament Ags - Females 58 &0
Expeoted Retirement Age - Males &3 &5
The assumed pensiof type used by the actuaries in their valuation was the Jeint Life raducing an Principle
memper desth, The reducton factor was 20%,
i} Mortality rates
Post-Retirement PA(SC; u¥imate medtality tahie
it} Normal retirement age
The narmal retirement age for employees of the muritipality was assumed o be 58 far women and 63 far men
where dats was availabis
The T ised in the Stat 1 of Financiai Position are as follows:
Freseni vale of fund obligatians 510 000 22 000
510 000 722 600
Urqecagnised past-service cost .
Unrecognised actuariat gains / [losses) - -
Present value of unfunded vbligations 510 008 722 0hG
Net Liability 510 000 722000
The movement in the defined benefit obligation over the year is as foliows: 722006 835000
Balence at baginning of year . R
Current service cos! - -
interest cost 54 000 58 600
Actuarial (gain)finss an the chiipation (fo8 4am 103 600
70 200 {71 00
Balance at end of year "
510 000 722 000
The amount re: ised in the of Fi inf Perto are as fallows:
Current setvice cost
Interest cost - ~
Vested past service cost 54 8O0 55 pic
Totai nclinded in siafl cosis frefer 1o note 31}
54 008 85 000
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KQUGA MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 20 JUNE 2012

HON-CURRENT PROVISICNS

Provision for Long Service Awards
Provision for Renhabiltation of Land-fill Sites
Provision for Augmeniation feas

Totai Nor-current Provisions

The movement iy Non-current Provisions are reconciled a5 follows:

30 June 2613

Batance at beginning of vear
Gontributions to provision

Transier tu current provisions

Balance at end of year

30 June 2012
Balence at baginning of year

Contritutions 1o provision
Increase due to tiscounting

Transter to cucrent provisiang

Balance at end of year

The principal assumptions ysed for the purposes of the actuatial valuaiions were as follows:

Discount Rate

Cost Infiation Rate

Mot Effertive Discount Rate

Expecied Retum on Plan Assets

Expected Rate of Salary Ingrepse
Expacted Return on Reimbursement Rights
Expected Retirement Age - Femaies
Expectsd Retiremant Age - Males ’

M ovements i the presant value of the Defined Benefit Obligation were as foliows:
Batance at the beginning of the year

Current service costs

imerest cost

Benefits paid

Lossas / (gains) on curtailments

Total Recognised Renefit Liabdity

29

2013 2012
R R
§ 099 000 &923 000
© 265 818 $ 265316
52 200 -
18 416 516 16 188 316

Long-service

Land-fill Sites

Awards
R R
8 331 006 13 958 114
2488 000 -
10 820 000 13650114

{1721 000)

{4 623 736)

5 092 00D 9 265 316
Long-service N
Awards Land-fill Sites
R R
5581 637 13 859 114
23273683 -
522 poa -
8331 000 13858114
1 408 600 (2 603 788)
6923 088 9 285 318
T 40% 7.82%
0.66% 5.74%
L.E0% 1.58%
0.08% 0.00%
8.66% 6.24%
£.00% 1.41%
58 &0
a3 6%
8331 00 6085 000
§85 GO0 859 QD0
854 000 522 060
817 033) (1 135 030)
1 AET 33 200G 0o0
18 820 000 2 331 000
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KOUGA MUNICIPALITY

NOTES 70 THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 20 JUNE 2013

2043 2012
4 R
The gni in the of Financial Position are as foliows:
Present vaiue of fupd obligations 10 B20 000 & 331008
Total Benefi Liabiity 10 B20 000 B 331000
The amounts recogrised in the Statement of Financial Petformance are as follows:
Cursent service cost 8% ne 859 400
interest cost 654 GOD 522 000
Actuars! loases / (fraing) 2 000 008 2000 000
Total Post-retirement Benefit inciuded in Employee Rejated Costs (Note 32} 3639 000 3 381400
23.1 Rehahilitation of Land-fil) Sites
The mumicipaliey bus an obiggalion to rehabiltate ifs fand-fill sites 1 terms of is licence stipulalions, The nel
present vaine of the rehabilitation cost of land-fill sites has been dotormined as at 30 June 2013 by o technica)
speciaiist, Mr C Lichenberg, (Pr Eng, PrCPM) the divisional direcior of the Enviromnental & Waste Management
Division of Kwezi V3 Engineers, The provision s the besl cetmsic of the net present vaiue of fumre rehabiitation
costs of the land-fill sitez to restore the sies at the end of thetr ngefie lives, The pavmenl dates of the olal closure
and rehabilitation arc urcertain, bul are currently expected o be between 20112 and 2028,
Mujor assumptions concereing future evenss
The cost esimare for construction works w be performed for the closure and rehabiliiation of an exigiing disposal
skt include the fallowing asstmptions made by the beehmical speckalist:
(a} The consobidation of “old" waste in the celt and filling of voids with builders robble 0r other wastc persnissiblc
for disposal at the sie
(b} Doming the entire sile I spch & way (o prevent the formation of poots due to rain, to epswre free sarface runof
of rain water,
ci Capping the site & accordance with the capping design requircmoents as stipulated i the Miniaun
Roquirements for Closure for fe various chasses of divpasal sites;
(d} Rehabrilitating the sie in secordance with the end-use plan c.2. prassisg, spor field cle.
Lonag sevice bonus
A long-service bonus 15 granted w municipal employees after the completion of fixed periods of eomimuous
service with the mumcipality. The said award comprises a certain number of vacaton leave davs which. in
aceordance with the option exercised by the beneficiary emploves. can be converied mnta & cash amount based on
histher hasic salars applicable at the time the award becomes due or, aiternatively, credited 1o hisher vacaion
leave accrual. The provision tepresents an estimation of the awards 10 which emplovees in the service of the
municipality al 30 June 2013 may become entitled to i future, based on an actuarial valuation performed at that
date.
The most recent acmerist valwwions of plan assols and the presont value of the unfinded defined benefit abliation
wore camied ot as a1 30 June 2013 by & Fellow Momber of the Actuaral Socicty of South Afvica in (he
employment of ZAQEN Acwaries {Po) Lid. The present vatue of fhe defined bencfil obligation, and the relaed
curfent service cast and past servics oosl, were meesurcd using the Projocted Unit Credit Method, No other long -
service benefits are provided by the munieipatisy:
ACCHMULATED SURPLUS
The Accumiuiated Surpiis consists of the following internal Funds and Resarves:
Accumulated Surplus ¢ {Deficit) due to fhe resulls of Operations 2 546 042 483 2 587 052 441
Yotal Accumuizted Surplus 2 546 042 483 2 887 D52 4471
PROPERTY RATES
Property Vatuations Actual Levies
July 2043 Juty 2012
Reoo's RODYs
Commercial and Residential 33 T53 070 140 32 650 140 9BG 20320910 7 274 087
QY 221 726 86 328 585
Total Property Rates 3% 76 670 110 33 659 149 980 113 542 636 103 682 651

Fropery rales ars levied on the value of land and improvement, wiich vatuation is perarmed svery four yaars
The kst valuation care infe effect 01 July 2006 and a one year extension was approved with the new valuation
rall coming into effest 871 July 2014, interim vatuation ere processed on & continious basis te take inlo account
changes in individual property values due to alferations and subdivisions.

Retes are levied monthly an property oweers and are payabie the end of each month, isrest is levied at a rate
determined by council oh puistanding retes armounts,

100
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2013 012
R R
203 2012
R R
GOVERNMENT GRANTS AND SUBSIDIES
Wational Equitable Share 47 289 267 38 073 D00
Ciher Subsidies 4143 604 1855 008
Operational Grants 51 442 847 35 622 008
Conditiona} Granis 43 221 114 31130702
Natlonal Government: ERPWP I 1615884 1322000
hational Government: FMG 1 500 000 7 450 000
National Government: MIG J 27 0% 000 3 002 000
Mational Gavernment: MSIG i 385686 | 287 2t
Natiotial Government: DWAF - 540 236
Nalionat Government: DME B 708 884 3737 868
Nefional Governemt: SPORT 2683141 227803
National Governmant: DEDEA H ) - 40 904
Provincial: Treasury i 2204 004 -
Local Government: COMW
Other Government SHILLS 726613 2531 478
1
Total Government Grants and Subsidies 94 667 910 70762 710
Operationa Grants:
26,1 National: Equitabie Shere 47 2495 297 38 073 000
Conditicnat Grants:
26.2 National: Equitable Share
Baiance unspent at beginning of vear - -
Current veat receipts 47 288 287 38 071000
Gonditions met - ransferred to Revenue: Operaling Expenses (812 B0D) -
Conditions met - transterred to Revenue: Capital Expenses (46 4B7 2ET (38 073 00O
Candittons sfilt to be met - ransferred to Liabilities {see Note 18} - -
in terms of the Constitution, this grant is used fo subsidise the provision of besic services to comomunity
members. In ierms of the aliocation made by National Treasury the funds are also utiised te orable the
municipality to execute its furclions as e local aulhority, R812.00000 eghable share funds have been
withhatg
26.3 National Governemt: EPWP
Batance unspent at heginning of year - -
Current year receipts 1615684 7322600
Conditions rel - ransterred to Ravenue: Operating Expenses i1 815 684) {1 332 4007
Conditions still to be met - tra-slemed to Liabiliies (ses Note 18) ¢ -
The Expanded Public Works Programnse Grant was afiocated o the municipality for environmenial projscls, No
funds have peen withkeld,
26.4 National: FAG Grant
Dalsnce upspent @l beginning of year - -
Current yeear receipts 14509900 145000C
Conditions met - transferred to Revenue: Operating Expenses (1500 00Q" (1 450 000)
Contitions siif to e me1 - ransferred 4o Liabllites (see Note 10} . -
The Financial Managemert Grant is paid by National Treasury to manicipaliies to help impiement the finanzial
managemeni reforms required by the Municipal Finance Managemant Acl (MFRA), 2003 No funds have been
withheld
76,5 Matiorsf: BIG Funds
Balance unspent at beginning of year - -
Cursent year receipts 27 902 00D 25 502 0086
Conditions met - transferred to Revenue: Operating Expetises ¢1 395 1003 (1150 100}
Condfitions mel - rabsteried to Revenue: Capital Expences (25 506 9009 (2% BS1 900

Candifions stif ko be mel - transforred te Liablities {see Note 1% - -

The Muricipal infrastructure Grard (MIG) was allocated for the construction of reads. basic sewarage and water
infrasbruchure ac par of the upgrading of poor hauseholds, micro (% and social futions: to provide
for hesw, rehabiftation end upgrading of municipal infrastructure. Mo funds have been withhetd
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26.8 Natlabal: MSIG Funds

Balance unspent at beginning of year

Curient year receipts

Conditions met - transferrad to Revenue: Capilai Expenses
Conditions still to be met - transferred te Uabilities (see Note 19

The Municipat Systerns Improvement Grant is aliacated to municipalities 1o assist in buifding in-house cepaclty to
pertorm their functions and fo improve and stabifise municipal systems. No funds have been withheld

26,7 Natiopal: Department Waler Affairs (DWA)

Balance unspent at beginning of year

Currant year receipts

Conditions me! - transferred to Revenue: Operating Expanseas
Conditions sfill 10 be met - fransferred to Liabiities (see Note 18}

26.8 National: Department Energy

Balance unspent st beginning of year

Current year receipts

Conditions met - transierred to Revense: Capital Expenses

Conditions still to be met - transfered to Lisbllities {see Note 19)

Expenses were incuried fo promote rarat development and upgrade eiecisicity mfrastructure,
26.% Library subsidy

Balance unspent at beginning-of year

Current yaar receipts

Conditions met - transferred e Revenue: Operating Expenses

Conditions st 1o be met - iansferred to Liabilifes (soe Note 18)

This grant was received for the oporating expenditure of libranes in the KOUGA Local Municipality. No funds
nave been withheld,

26.16 Department of econamic devefopment

Batance unspent at beginning of year

Current year receipts

Caondlions mel - ranaferred to Revenue: Operating Expenses

Condgitions still ¢ be met - transierred to Liabikties {see Note 18)

Mo funtls have been withheld,

26,11 Provinecial: Housing

Balance unspent & beginning of vea
Current year receipts
Conditions stifl to be met - fransferred to Lisbilities (see Note 19)

N funds have been withheld.
26.12 Naticoal: Yreasury - Disaster
Current year receipts

Canditions met - iransferred to Revenue: Capital Expenses
Caondilions stif to be met - transferred to Labilities (see Note 16}

2013 2012

R £’
495 828 -
BOO DA0 502 279
(386 §88) 16 454)
906 137 485 825
5460 000 550000
546226
- {640 226
560 000 550 001
2945184 183 850
4048 300 G 500 000
(6 995 4841 (3 737 686)
- 2 846 184
2083147 227 603
{2083 1413 {227 503
181 185 181 195
181 196 181195
7359 448 7351440
20 790 -
7372149 7 351 449
014300 -
(229% 374) -
728 8926 -
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2013 2012
R R

26.13 Locaf Government: CDEf
Baiance ungpent a1 beginniag of year - -
Currant yeas receipls 1830524 1682 555
Cenditions met - trensfarred to Revenue: Operatitg Expenses (1 830524 {1 882 585}
Conditions sfilt to be met - transferred to Liabilities {ses Note 19) - 0
Mo funds have been withheld,
26.14 Other Government: Skills Development
Balance smspenl at beginning of year 546 461 -
Current year receipts 720613 B0g &37
Conditions met - ransferred to Revenue: Operating Expenses (1275 074) (262478
Conditions still {o be rnet - iransferred to Liabiities (see Note 19) - 546 461
Mo Tunds have been withhald.
26.15 Other Governmant: VUNA
Balance tnspeni al beginning of year 35 000 B
Current year receipis 35 000
Conditions st 1o be met - translened 10 Liabiliies {ses Nute 19) 35 000 35060
No funde have bean wibhakt
26,176 Cther Governmant: Other
Balance urspent af beginning of year 240 236 240 236
Cendifions stht fo be met - transferred fo Liabililies (see Note 18) 240 236 240 238
The municipality receives grents from olher spheres of govemment for tirban greering in the runicipal area.
26,17 Changros in leveis of Governmerndt Grants
Based on the allocaions sel out in the Division of Revenue Al (Act No 2 of 2011412}, government grant
funding is expected to increase over the forthcorning thice financial years,
SERVICE CHARGES
Saie ol Eiectricily 153 484 232 180 543 158
Sate of Water 20 546 272 21 890 845
Refuse Removal 36 453 578 34 520826
Sewerage and Santtation Charges 28 880 710 27182 741
Othar Service Charges 1367 875 985 351
Total Service Chargee 283 722 569 265 0BT 772

The amounts disclosed above fal revents ftom Service Charges are m raspect of selvices rendered which are
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KOUGA MUNICIPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

RENTAL OF FACILITIES AND EQUIPMENT

Rental Revenue from Amenities
Rental Revenue from Buildings
Rentai Revenue tiom Halis

Rental Revenue from Land

Remal Revenue fram Other Facifitiss

Tatal Renhtat of Facitities and Equipment

Rental revenue eamed on Facilities and Eguiprent is in respect of Non-financial Assets rented oul,
INTEREST EARNED

External Investments:

Bank Account
Other Depasits

Outstanding Debiors:
Lang-term Debtors
Gutstanding S8ling Debtors

Totat imerest Barned
Iterest Eamed on Financial Assets, analysed by categony of asset, is as foliows.

Avaliable-for-Seie Financial Assets
Held-lo-Maturity investments
Loans and Receivablss

OTHER REVENUE

Buikiing Plan Fees
Caravan Park Fees
Cemsiery Fees
Conversion Fees
Prints

Tender Documenis
Towin Pianning Fees
Sundry trcarne

Tatal Other Revenue

Qthar Ravenus have been restated to comeclly classify revenue previcusty erroneously classiied

104

2013 2012
R R
(72 436) 9000
166 353 171172
116 604 158 206
61626 56 366
405 707 327 961
575 555 722798
- 9
1 236 465 945 352
1 536 465 %46 448
- 107
& 458 022 & 546 079
& 453 043 5 646 186
Febades TEa 634
{1 236 465) (646 352)
2472630 1 892 800
5458 022 5 646 186
ibE AT 7533 6ik
856 060 1218 588
+ 738 850 1 460 845
141 521 136 264
1739 783 t 388 757
7105 5 124
42064 17 911
488 260 160477
7 215671 3778812
1 235 625 & 185 477




|

275

KOUGA MUNIGIPALITY
NOTES TO THE FINANGIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

EMPLOYEE RELATED COSTS

Employee Related Costs - Salaries and Wages
Basic Salaries and Wagss
Long Service Bonuses
Leeve Encashed
Gontriibution to Leave Fund
Service Bonuses
Employes Relaled Costs - Contributions for LHF, Pensions and Mecical Aids
Group Life
Medical
Pension
Gratuity
industrial Council Leuy
Skilis Deveiopment Lavy
UiF
Travel, Maotos Car, Accamimodation, Subsisience and Other Allowances
Allowances
Fensioners Allowances
Housing Benefits and Alowances
Overtime Payments
Petformance Bonuses

Total Employee Related Cosis

No advances were made to employees. |Losns to employees are set out in Mote 14

Remuneration of Saction 57 Empioyees:

Aomuneration of the Municipal Manager:

Annuat Remuneration

Fartormance Bonus

Travel Allowance

Subsistence Allowance

Gompany Contributions to UIF, Skills Levy &Labour Refafions Levy
Settlernent

Gioup Life instwance

Tosal

Remuneration of tha Chief Finaheial Officer:

Anpuat Remuneration

Perfarmance Bonus

Trave! Allowance

Call phone alowance

Subsistence Alowance

Company Contributions to UIE, SKills Levy &Labow Refations Levy
Settiement

Group Life insurance

Totab

Remuneration of tire Director: Social Services:!

Annual Remuneration

Parformance Bonus

Teavel Allowance

Subsistetcs Alowance

Campzny Conlributions to UIF, Skills Levy &Labour Retaions Lewy
Settlement

Total

Remuneration of fhe Director: Admin, Monitering & Evaluation:
Annual Remuneration

Petformance Bonus

Travel Alowance

Subsistence Allowance

Acting afiowance

Cormpany Cantributions to UIF, Skills Levy &lebouwr Relations Levy
Total -

Remungralion of the Directar: Teurism and Creative Industries:
Annual Remuneration

Perfarmance Bahis

Travei Afiowance

Subsistence Aliowance

Company Carnbulions o UIF, Skills Levy &Labour Relations Levy
Acting allowance

Satiterment

Group life, Bergain courci|

Total

Remunsraiien of the Director: lrfrasiructurs, Planning & Development:
Amnyat Remunstaton

Performance Bonus

Trave! Allowanoe

Subsistence Allowance

Company Contributions to UIF, Skilis Levy &f abow Relations Levy
Backpay

Setltiement

Group ¥

Total

13 2012
® R
126 513 804 121 743 475
/ 16642256 | | 108 212658 |
617033{ 2785810
L B
55 64 | 1411 454
g 798588 | 8273858
44 737 DG, 38 E74 758
| 3095770 | 2 936 133
18 381 445 | 14 633 262
18 B4S ess% 17 670 584
i 104 559 | 95347 |
1624 673 | 1 457 260
1585544 1862 DOt
14 140 400 14 415 426
I 14 108 622 14 296 665 |
l 34 368 | 122 780 |
454 957 45 BOS
7 942 949 7 828 000
- (330.231)
193 294 330 12 522 233
792 780 354 159
144 GOD 42 345
5870 8788
1% 620 5330
. 859 404
= 3081
G54 570 1 280 025
763 552 437 484
36 005
13254
3884 308
1t 024 749
708 766
27 888
FIE AT T 324 427
753 552 -
455 -
11021 -
FTE 058 .
BE3 557 249 718
80 DBG .
18 082 38018
157 130
11 481 6508
793 125 AETETE
887 562 415 704
82 G4E 57 780
2900 B 63
10 788 48
37 44¢
105 525
4 904
777 247 [EE
£75 457 295 656
88 000 20000
47 498
11 635 169
- 516 896
122 812
5028
823 586 IEEH
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KOUGA MUNICIPALITY

NOTES TO THE FINANGIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

2013 2z

R R
REMUNERATION OF COUNCILLORS
Mayor 434 162 855 928
Speaker 3BT 220 538 921
Chiaf Whip - .
Execotive Committee Mermbers 1 815 609 2 447 664
Councillers 3189 518 4 341 148

5 BB6 615 7 BB3 661
Gompany Contributions to UIF, Medical and Pension Funds 82 486 -
wea 1668 |
Labour Relations Levy 1448

Skilis Davelopmant Levy 89484 |
Otner Alowances {Celtular Phones, Housing, Transpar, eis) 2614 948 -
Traveliing Allowance ! ZE1aeds ] | ]

Total Councillors’ Remunerstion 8 534 960 T 983 661
Remuneration of Counciliors:
Inkind Benefits
The Counciflars eccupying the posiliens of Mayar, Speaker, Chiel Whip and four members of the Exscutive
Comimities of the municipality gerve in a fult-ime capacity. Thev #we provided with office accormmodation and
secretarial support at the expense of the municipaliiy in orter 1o enable them to perform their official Gufes.
Counefilors may atilise official Counci! transportation when engaged in official dulies
The bayor has wse of & Councll owned vehicle for official duties
DEPRECIATION AND AMORTISATION
Depreciztion: Property, Piant and Eaquiprhent 80 083 707 18 376186
Amortisation: Intangible Assels a8 057 76875
Depreciation: Investment Propesty 553 840 552 640
Total Depreciation and Amortisation 80 7238 704 77 007 101
HAPAIRMENT LOSSES
34,1 Impairment Losses on Fixed Assels
34.2 Impairtnent Losses on Financis! Asseis
impairment Losses Recognised; 5400817 20743773
Long-lerm Receivablas 3 166 106 | 158 366
Recoivabies from Exchange Transactions i 1 885 509 | 10 E57 037
Recetvables from Mon-exchangs Transactiong | 3 348102 | 18 828 371
frvestmants i
toanz caried at Amonised Cost i ;

5 400 817 2957437713
BULK PURCHASES
Electricity 146 126 628 126 814 587
Water 16181 474 22 767 807

Total Bulk Purchases

162 289 B8S

i

Bul Purchases are the cost of commodities not gerecated oy the municipaiity, which the mumisipality distribuies
in the mounicipal ares fof resele to the consumers. Rlecticity is purchased trom Eskom whilst Water is
purchased from Lepalte Northern Water and "Uitkoon Water Belegaings”

FINANCE COSTS

Creditors Overdie
Louns and Payabies at amortised cost

Totad Imerest Expense

Total Interast Pzid on External Barrowinygs

COMNTRACTED SERWCES

COther Contracted Sepvices

Total Contracted Services

8 360 461 9911 235
40 480 887 10 947 863
18 859 348 20 856 098
18 858 34 20 658 008

7799
7788

106
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MNOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2043

GRANTS AND SUBSIDIES PAID

Gther

Totai Grants ant Subsidies

Free Basic Services are in respact of agsistance 1o and providing basic senvice jevels 1o indigent househokls.

GENERAL EXPENSES
inchitied in General Expenses are the loliowing:

Adverlising

Bank Charges

Chernicals & Pafson

Clean Up Operatian

Cieaning Matertai

Cangress & Delegatas Expenses
Cennection Fees

Disaster Expenditure
Entertatnmen

Expenditure Incurted From Finance Management Grant
Extasnal Audit Facs

Fuel (Smalt Plant]

Hire Of Faclities & Equipment
ip Review

Insigance

Inventory ltems

Lapoaraloriem Tests/naiysts
Lease Charges

Legal Cast

Licercas

iife Saving Services

Wayoral Special Frogramimes
Network Connection

Pastage & Telegrame

Stock Shartages/Surpluses
Teigphone Cost

Toursm Strategy

Training

Transpoet Gost

Uniforms & Protective Clothing
Ward Committee Management
Website Mosiing

General Expenses

Total General Expenses

General Fxpenses nave beeh restated to corractly classify expendiiurs Refer io Nole 43

for detaits of the restatemant,

The amounts disciosed above for Other General Expenses are in respect of costs inclrred in the geperal
management of Ihe municipelity and nof drect aliibutable fo 2 spocifie service of class of expense. Jater-
departmental Charges are charged to other trading and econamie services for support services rendered,

No oiher extra-ordinary expenses were incirred
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2013 2012
R R

21 300008 6 186 524
31 560 009 6 166 524
208 708 454 392
824 028 787 382
7265 665 1317 807
54 000 46 530
460 987 434 781
455 187 551911
497 472 544 952
2534 869 140 426
176 191 128 348
322 504 1893272
2521247 2614 508
450 972 251 986
4 437 437 5 865 206
242 007
2706 945 2955 928
(226 278) 1018 814
485 513 524 549
318 783 53 709
2350 678 2767 579
486 703 488 572
121 43163
154 858 183 B24
878 823 1 004 104
1161 984 1 204 436
2254 7335
3007 203 2952403
240 000 .
342 257 28 882
7528 189 7 883 79
463 041 431 515
. 14 000
7200 9690
16 760 235 10 628 500
52 366 981 48 374 428

an "Caorrection of Error”
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) KOUGA MUNICIPALITY
MNOTES TO THE FINANGIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

2013 2012

CHANGE IN ACCOUNTING POLICY

GRAP 23 - Revepue from Nomexchange Transactions
The Accounting Standard for Revenue from non-exchange transactions has been recognised in the Annual Financtal Statements of the municipality a4 at 30
June 2013 fnferms of GRAP 23, The fuli net Febifties have been recognised relrospectivefy in the Annual Financial Siatements.

The compasrelive amounts have been restated. The effect of the change in Accounting Policy is as follows:

44.17 Reclassiication of Unspent condifional Grants and Recelpts

The prior year figures of Linspent conditional Grants ard Receints and Accurnulated Surplus have been restaled to corectly disciose the monies held by the
mumicipality in terms of GRAF 23,

The eftect of the Change in Accounting Policy is as feilows:

Unspent Urspent
Canditional Grants  Conditonzt Grants
and Receipts and Receipts
Balances published as at 3¢ June 2071 12 538 058 12 998 058
Restated Balances as at 30 June 2071 12 298 05E 12 988 058

Transactions incurred for the Year 2011/12:

Grant Receipts 106 02 173643
Grant Expendiure

Restated Balances as at 30 June 2012 13 104 861 13 179 601

40,2 Reclzssification of Post Employment Benafifs

The prior year fgutes of Post employment Benefits and Accurnutated Surplus have been restated from the Corridor Methad to recognising the full aciuarial
pain of inss iImmediately in torms of thS 18,

The sffact of the Change in Accounting Policy is as follows:

Post Post
Retirement Retirement
Benafit Benefit

Balances publishad as at a1 874 600 81 878 000
Acutuarial Gainllass {10671 000) {19 611 a00}
Restated Balances as at 306 June 2012 82 267 000 62 267 000
Transactions mcurred for the Year 2011712

Acutuarial Gain/Loss {626 000 {626 B0
Restated Balances as at 30 June 2012 81 641 080 81 841 000
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KOUGA MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

2013 212

4% CORRECTHON OF ERROR

The comparative information has changed because of changes in accounting peiicies, adeption of new accounting policies and errars incutred in the prior
year. Far the detali of each change, piease refer to the notes that retate to changes in accounting pelicies {note 28 end errars (note 38}

Statement of Financial Position

Amounts Ref Mote
41.4 Accumutatad Surplus
Balance previousty reported as at 30 June 2012 2714 245 300
Movement in Long term lablities 430 750 3811
Movement in Provision for post retirement benefits 20 257 600 2812
Movement in Payables {rom axchange ransactions {2178 275) 3843
‘Movernenl in Peyables from exchange to non-exchange transaclions (5 024 287) 3814
Movement in Unskent grants and subsiiies 5131 435 3815
IMovement m Loty tetem receivabiles (158 880) 3818
Moverrent in Receivables from exchange transaciions 9924 799 3817
Movement in Receivabies from non-exchange transactions 10392 843 38.1.8
Movement in Vat payable 3812329 3818
Movemeant in Cash and cash equivalents (1731 144) 38110
fovement in Property, Plant and Egutpment (326 443 488) g1t
Meovement in Nor-curent held-for-sale 175 822 BBS 38112
Kiovernent in Vat Receivabie 2393 584 38113
Restated balance as at 30 June 2012 Z 507 062 442
Arrounts
41.1.% Long term liabilitiss
Ratance previously reporied 98 227 980
Correction of errar - Wesbank account has been paid up (430 740)
Restated balance 9B 747 250
41.1.2 Provisien for Post Retirement benefits
Balaitce previcusly reparied &) 694 988
Change it accouniing policy (refet to note 37.2) (20 237 000,
Restated balance 80 757 959
41.1.3 Payables from exchange transattions
Balance previgusly reponed 05 183 713
Correction of error 5594 918
Rectassify from vat payable {1286 774)
Reclassify to payables from nop-exchange transactions {5 131 868)
Restated balance 07 371 957
41.1.4 Payables from nor-exchange fransactions
Balance praviousiy reported -
Reclassify from payabies from exchange transactions 5131 868
Reciastify fram receivables from hon-axchange transastions 37523
Raciassify to receivables from nan-exchange ransactions 349 939
Carrectian of error {465 043)
Resizted Balance . 5 024 267
41.1.5 Unspeni Conditional Granis and Receipis
Balance previousty reported N 18236 288
Change in accouniing poliey frefer note 37,1} (5 131 435)
Restzted balance 13 104 851
41.1.6 Long-tarn Receivables
Belance previously reported . 542 578
Cotrattion of eftar {156 678
Restated batance 385 00
41.1.7 Regeivabies from exchange fransactions
Batance previously reponed 44 853 831
Reclassify fu receivables from non-axchange transaclions {107 580)
Reciassity to receivables kom non-exchange transactions 49 058 643
Reclassify fram receivabiss from non-exchange fo exchangs iransactons 3 Mz 487
Retlassily t¢ vat pavable (and wiitten to zerc) (8 986 424}
Correction of sror 52 901 806,
Restaied balance 34 928 132
41.1.8 Receivables from b iransactions
Balance praviously reparted 1B 218 197
17 698 803
Reciassity from receivables from exchange rensactions (4% 058 643}
tovement B86 757 447
Rechasshy W fecaivables from exchanges fansactions (2012 487)
Reclassiy to payabies from non-exchange transactions 37622
Reclasstfy from receivables fram exchange transactions 107 530
ReclessHy from receivables frem ron-exchange transactions 345938
Correstion of arror (4 788 537
Restateq batance 28 511032

108
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213

41.1.9 VAT payable
Balance previotsly reported
Rectassify to pavables from exchange transactions
Reciagsily from payabies from exchange trapsactions
Gotrestian of emar
Restated balancs

41.1.1¢ Cash and cash equtivaients
Balance previously reparted
Reclassity from short-term investmand deposits
Correction of erver
Restated balance

41.1.11 Property, Piant and Equipment
Balznce previousty reparted
Reciassify (0 Nor-current Assers Meid-Tor-Sale
Correction of emar
Restated batance

41.1.12 Non-current Assets Held-for-Sale
Balance previously reparted
Rectassify from Property, Plant and Equiprment
Restated balance

41.1.13 Vat receivable
Balance previously repared
Correction of eror

41.2 Statement of Fisancial Performance

Revenue

41.2.1 Property Rates
Bulance previcusly reported
Reclassify tu grants & subsidies paid
Reclassify to getretat eypansas
Restated baiance

41,2.2 Service Charpes
Batance previously reported
Roctassify {o other incotre
Resiated batance

41.2.% interest Baraed - External investments
Balance previousty reparted
Correction of etrar
Restated halanca

41.2.4 Licenses and Fennits
Baiance previously reported
Correction of emor
Restated balance

41.2.5 Government Granis and Subsidies
Balatce previously teported
Reclassify to other income
Catrection of ateor
Restated batance

A1.2.6 Other income
Balance previously reponed
Carrection of eriar
Reciassity fram grants & subsidies
Reclagsily from service charyes
Restated balance

EXPENDITURE

41.2.7 Eriployes Related Cosis
Batanee previously reporled
Costaction of eror
Reciassify rom gencrai expenses
Restated baiance

41.2.8 Remuneration of Counciliors
Balance previously reported
Heclassity o general axpenses
Reclassify from generai expenses
Restated balance

41.2.2 Bad debts and inpainnent losses
Baiance previnusly reporied
Correction of error
Restzted balance

110

2012
R

3813322
2107 20%
(1 284 774)
(4 635 784)
- 0

508 995
{5 430)
(1725 714}
{1122 148]

2812 560 517
(175 872 888)
150 580 802)

2 586 157 02§

175 622 BEG
170 822 8BE

2382584
2 383 584

103 524 806
132 178
{54 423}
103 862 651

267 1594 921
120732 160}
265 081 772

937 488
& 950
846 445

7302280
‘1 80O
7 304 ORU

70 806 256
(30 60C)

5454

o ToTETID

6207 108
(161 778)

50 000

2073 150

6960 477

181 781 BhE
{828 060
18

T 949 415

(46 057}
g D203

7 9R3 GEY

3515184
(& 771 410}
28743774



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

41.2.1¢ Collection cosis
Ralence previously reported
Correction of enar
Restated balance

41.2.11 Contracted services
Balance previously repatted
Reclassify to general expenses
Restated balance

41.2.12 Repairs awd Maintenance
Baiatice previously teported
Reclassify from gensral expenses
Correction of error
Restated halance

41.2.13 inferest and Penalties paid
Balance previnusiy reported
Carreciion of error
Restated balance

41.2.14 Bulk Purchases
Baiance previously reported
Correction of errar
Restated halance

41.2,15 Grants and Subsidies Paid
Balence previcusly reported

- Raclassify from property rates Income

Restated batance

41,216 General Expenses
Bgiante previously reporiad
Reclassify to rapais & mairtenznce
Ratiassiy from contractad services
Rerlassify 1o salares
Rectassify to councilors remuneration

Reclassify from councilors remuneration

Rutlassiy o pioperty rates tncome
Currgetion of errcr
Restated balance

Surplus/Deficit tor the year ended 30 June 2012

Baiance previously reported

Movements in revenye
Froperty Rates
Service Cnarges

Interest Famed - External investments

Licenses aml Permits
Gavernment Gramts and Subsidies
Other Income

Fiovemeants in expendifurg
Employee Related Costs
Remuneration of Counciliors
Bad debis and impairment lasses
Callection coste
Contracted services
Rapaits and Maintenance
Interast and Fenalties paid
Bulk Purchases
Grants and Stbsidies Paid
General Exponsas
Restated baiance
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2813 2012

(14 494)
36650
627156

33 437
25 638)
7799

15 545 785
175 528
(330 857)

8 387 498

17 BER 914
28988 184
20 859 098

143 922017
B 760778
1.0

16 054 346
132178
18 185 524

56 477 119
(175 525)
25638
11 886 538)
{80 563)
46 057
(54 423)
(177 5615)
48 374 45

B4 pea 841

{F7 799}
2072150
(B 960}

{1 BG0)

43 546
{1867 371}

1060 528
34 245

B 771 410
B35 B50
(25 638)
{184 372)
2889 184
BYEGTIE
152178

{2 102 640)
B7 561 214
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KOUGA MUNICIPALITY
NOTES TO THE FINARCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

2013

CHANGE tN ACCOUNTING ESTMATES

012

The municipality tid not raceive ahy new information or notice of new developments during the financial vear that need to pe disclosed in terms of GRAPS,

CASH GENERATED BY OPERATIONS

Surplus / {Deficit for the Year {41 009 458}
Adjustimen for
Correction of Prior Year Errors .
Depreciatim and Amortsation BO 723 704

(87 561 254)

{124 600 587)

77087 101
irpatrment Losses on Properdy, Plant ahd Equipmant - .
Losses | {Gains) oh Disposal of Property, Plant and Equipment {180 045) 5260
Contribition to Retirement Benefit Liabiities 7 V81 000 -
Expendlture incuired from fetrement Benefit Liabilities {1 605 a0m {1 583718)
Contribution to Provisions - Current . -
Contribution o Provisions - Non-cugrent 2 489 008 2227382
Expanditure incurred from Provisions - Current {1 408 000 {842 534)
Lontribution to Impairment Pravision 11778112 28 585 407
Had Dabts Written-off {3 820 900) {2 8B3 71T
Operating surplus before working capital changes 54 649 822 {114 756 896)
Decrease/(increase) in [nventories 159 652 t 368 138
Decrease/fincraase) in Non-Currerd Assete Hold-for-Sale - .
Decresselincrease) in-Receivabies from Exchanoe Transactions {3 845 097) (15 7589 §13}
Decrersef{lncrease) in Recejvables rom Non-axchange Transactions (1621 2013 (8 334 602)
Decreassfncrease) in VAT Recelvabie (2 108 148) (2 303 584)
Drecreaseffincrease) i Operating Lease Assets (38 5064} (25 113)
Decreased{increasa) in Current Portion of Long-term Recsivahies 28 8585 {38 865)
IncreaseiDecrense} in Consumer Deposits 1086 618 264 853
Increase/{Decrease] in Payabies fom Exchange Transactions {885 760} B0 445 968
increase/(Decrease) in Payables from Non-exchange Transactions {293 549) (1 256 963)
increasel{Decrense) in Conditional Grants and Receipts (3 152 004) 120 007
increasef{lecrease) in VAT Payabie 4515 111) 4615111
Increase/iDectease} in Operating Lease Liabilitiss - 5197
Cash generated by { {utiiised in} Operations 39 A85 397 (71 302 504)

NON-CASH INVESTING AND FINANGING TRAMSACTIONS

The municipality did not enter info any Non-cash invesling and Financing Transactions dunng the 2012713

132
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ROUGA MUNICIPALITY
NOTES TO THE FINANGIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

UTILISATION OF LONG-TERM LIABILITIES RECONCILIATION

Long-erm Liabilites (See Nate 21)
Lised io finance Property. Plant and Eequipment - &t cost

Cash invested for Repayment of Long-tenn Liahbilities

Z013 2012
R R
93 428 068 8¢ 797 250

(82 428 065}

{98 797 250}

UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED

48,1 Upnauthorised Expenditure

Recanciliation of Unauthorised Sxpenditure;
Opening balance
LUnauthorised Expendifure currerd year
Approved by Coundil or condoned
To be recoverad ~ contingeni assel (see Note 54)
Transfer to receivables for recovery (see Note 5)
Unauthorised Expenditure awaiting auhonsation

310 910 623 168 541 150
32 B85 568% 112 569 373
343 776 108 310 910 523
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- il o pousibie Ly inve

e

fe: future invest

Carrently Mone -

Lgrrentiy Noe -

Erapeny, Plant and Equiprment R 2,281 805

Laprenthy Mo -

sibies Io poss

W Lt fnvasticetion

|zo08/2010

[Tne S08E7207E approved budgel was over spert by 75 143 565

Cutrently hone - subject to passible fulure investigation

#46.2 Fruitfess and Wastefu! Expenditure

Recangiliation of Fruitless and Wastefut expenditure;
Qpening balance
Fruitless and Wasteful Expenditure current year
Fruifiess and Wasteful Expenditure awaiting condanement

T8 455 828 10 154 374
2211087 8301 452
28 GBE 887 19 455 £28

L:' sincident: lssphnany Steps O HHRG]
H
Z008/7000;
interesi on fate payment of frade creditors 347 BE2 [Currenily None - sufiec! to possible future investigation
= late submission of the Employet Recanciliafion
n (EMEEGT) ¢ 108 879 ;Currently None - subiect o passinie future investigation ]
Paymenis made e directors white on suspension far mote than
six months 1 500 000 [Cuznfly Nopa - subject fo possible futyre ipvestiogtion
The municipafity engaged in Mega! chinping acitvities ar Paradise
Beach Transier whare the Department of Economic Developmeit
and Environmental Aflairs intervened fo stop the municipality from
‘engaging in the ilegal activities. The municipatity incured
i ang wasfefui expenditura a5 3 result of fhe iegal
o 510 go0{Currentty Nome - subject fo passible future ivestiqation
{2guerz010
on everdus accounts 2000/70 838 116 |Cunenily Mone - suliject to possible future invesiigation
Firelonged staff suspansion 1,188 345 [Cumently hope - subject to possibie future investiaation
207002071,

{interest on iofe paviment of frade creditors

2 268 208 Cumrentty Nong - subject {o possible future investigation
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2013 2012
R R

Payments made o direstors while on suspension for more than

six months 1 615 732 |Currendly Mone - subject o possibie fture imvestigation
Projoned staff suspenston (Mr, £ Dennis) 1006416

A0 1/20T2:

[Currently None - subject o possiole futars investigation
!

i

interest on Jate pavment of irade credlfors 4 740 237 | Corantiy Mone - sublect [o possible funire nvestigation H
Fenatly on the Jate paymen! o SARS sccount 2 2071 814 i Cumently Nene - sublect fo possitle future investingtion
Seftlement paid auf for previcus WI's contract (Dr. E.AL
Runkwang) 859 401 (Currently None « sublect o possible fidure invesligation
Legal cos? du fo unlalr dismissal of My Fred Dennls 1 800 000 {Curenily Mons - subject fo possible future investigation
2012/2072;
fntarest on fale payment of trade creditors 2 (38 284 {Currently Aone - subject fo possible future investigation
Interest and penalties on the Jate payment of vat sccount (SARS) 172 777 [Cumenily None - subjec! to pozsibie fdure invesfigation
lmreresr and penalfies on the late payement of employees faxes
HEBARS, 342 506 |Currently None - subject fo possible future investigation
46,3 kregular Expendiiure
Recontiliation of trreguiar Expenditure;
Thening balance 47 922 780 % DEL 599
trregutar Expenditure current year 108 318 15 657 181
trreguiar Expenditure awaiting condonement 48§28 088 47 922 T80
FRE R Ansident - Disciplinary Steps FTrAminat Proceedings -t
20ET/2088.
Irreguler expenditure incurred on study Joans fo employees
contrary to section 18471)(c] of the MEMA 401371 §_ Gurrently Nope - sublect fo possible fitura investigation
Performance bonuses paid fo secfion 57 eniployees contrary tv
Hegulation 8 23 and 34 of GRN 805 of Augus! 2008, read with
cifon 12971) of the MFMA.
section 123/1) ot the 238 865 | Gurrently None - subject io possible future investigation
2008/2009;
Confrary fo regulalion 12, 16 armd 17 of the Supply Chain
Konagemen! Police, the municipality acquired goods and
servives withaut obigining thrae written quaalions. 428 085 | Cumentiy Nane - subfect to possible future invesiigation
\Payments were made fo a supplier thal oid not foliowr the
competifive bid process thaf was contrary to the GRN 868 of May
2008: Municipal Supply Chain Management Reguiations, in terms
of Regulation 19 80 2131 Currently Nane - subject fo possitile tuture fnvestigation
nvertons was wiitter-off (medical sfack} in the Anntial Financisl
‘\Starements as a result of differences between actual stack and %
stock records, (Section 12521} of the MEMA), 1 100000 | Currenfly None - subject to possible future investigation i
Feceipts were misappropristed fram the caravan park. {Ssction
12802l of the MFMA) 40 000 | Currently None - subject fo possibie future investigation
!
A fender was awertded to & business associate of ane of fhe i
airectors of the mupicipality. An favestigation was contuntes
which indicated iregulariiies over the bid process. 13 800000 | Currently Mone - sublect fo possibie future investioation
Contry to the Raegulation 12 of the GRN 868 of 30 May 2005,
fdunicial Supply Chain Management Regulations, transactions
cccurmed involving business of family members of officials of fhe
rininicioality who gid not faflow the provurement process with
reqarcs fo the quotation process. 58034 |  Currently None - subfect fo possibile future invesfigefion
investigation indicaied that payments hed teer mads jor
work fadd notf been complate or the proper procirement
& folfowed for fhe construction of a cottage in tems of
the (3FN 868 of 30 May 2DD5: Municipal Supply Chain
Manegement Regulations, 108 554 | Currently Mone - subject fo possible future invesfigation
H
Forensic i i )  that two officiels did not }
foliow the GRIN B85 of 30 May 2005 Municipal Supply Chain 1
Manegement Regulalions and as & resull, funds may have beer
AUsapnnpated. 1800000 Cutrently Mone - subject fo possitie Tutire imvestigation
The sigl re of & municipal official requesting services for the i
culting of grass wes found 1o be lorged on the municipelii’'s
requisiions. 18 500 | Currently None - subject to possibie future investigation
Cottraty o reguistion 12, 16 and 17 of the Supply Ghain
fdanzaement Policy, the municipality did not oblsin three wiitten
g ahs When procuring goeds o services from close fanily i
ri { persony in the service of the sfate | 1478 477 | Currently Nore - subfect {o possive fitture imvestiasiion
F W imequlanties occufred Fegqartding & cell phone I ‘:
ComrEct whinh was enfered into with a service provider in fenns of
Fi i 10 of the. GRN 866 of 30 May 2005 Municipat Supply
i Mangpement Regulations. G 50000 | Cormently None - subject to possible fulure investigation
7
1144 226 Currently None - subject io possible future investigstion
b comphance not followed 3718462 | Curently None - subjoct to possible luture investigation
AT 1L 2,
i rhalt compliance not followed J0 123 848 | Cormentiy None - subject to possible future invesiigation
i compiignce not followed 5837 533 | Currently Nome - subject 1o possible futire imvestigation
YT 22073
peiy chair compliance not foflowed 106 378 | Curently None - sublect fo possible fidure invesfigation
[Supply thein comeliance nof followed 19913 596 | Currently Mane - stifiiact o possible ultre investication
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013
2013 2012
R R
ADDITIONAL DISGLOSURES IN TERME OF MUMICIPAL FINANCE MANAGEMENT AGYT
47.1 Contributicns to organised iccad governimeni - SALGA
Cpening Balance - -
Counc Subseriptions 2272148 762 6hE
Amount Paid - surrent year - (752 548}
Amount Paid - previaus years - -
Balance Unpaid {included in Creditors}) 2272148 -
42,2 Audit Fees
44.4 Opening Balance 7604 114 3078 516
Current year Audif Fee 3488078 § 088 427
Amount Paid - current year (2925 BEE; (1 567 1328
Amount Paid - previous years B
Balance Unpaid {included in Creditors} 7163 324 7 681 114
47.3 VAT
44,5 The net of VAT input payables and VAT output receivaties are shown in Note §
47.4 PAYE, Skills Develepment Levy and UIF
Opening Balance G 038 gy B
Current yeas Payrofl Deductions 18676 775 18 441 501
Amount Pald - curtent year (16 508 680} (13 382 512y
Armount Faid - previous years - -
Batance Unpaid {inciuied in Creditors) T 221 084 B 055 989
47.5 Pension and Medical Afd Dedhictions
Cpering Baiance 11 928 255 -
Current year Payioll Deductions and Coundil Contribtions 43 §03 856 40753 831
Amound Paid - current year (5% 938 507) (28 825 670}
Amteint Paid - previous yeers - -
Balance Unpaid {included in Creditors) 3 592 604 11 824 258
47.6 Councillor's arrear Consumer ACCounts
The following Councitors had arnear sccounts oulstanding for more than 80 days as ab -
Qutstanding
30 June 2013 miore than
90 days
Catncittor Ntshiza 1175
Councitar Kettledas 2741
Councifior Baxter 444
Coungillor Kolig A%

Total Councilior Arrear Consumer Accounis

4774

Gutstanding
30 June 2012 mere than
90 days
MELEN! ™ 1026
CLIPRANT FuRND 8238
MEAHLATHIMI BAE G048
BAATER F 1172
Total Councilior Arrear Conswumer Accounts 7 220

15
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2013 21z
R R
47.7 Noan-Cornpii; with the Municipal Finance k I Agt
Description Chapter ¥ Section Sub-sechion |

Preparation and adoptior of annuai reports

2 124 )
Cversight reporis on annual repors 12 128 o)
47.8 Deviation from, and ratification of minor b of, the Pr P

In terms of section 352} of the Municipal Supply Chain Management Regulations approved by the councli, any devialion from the Supply Chefn Menagsment
Policy needs fo be approved / condened by the Municipad Manager, noted by Council and bids where the formal procurement processes coult not be followed
must be nated i ihe Annual Financial Statements

The infkwang deviations from the tender sfipulations in terms of the munitipality's Supply Chain Management Policy were ratified by the Municipal Manager
and repotied to Gounell:

preY

Reason
P0G ke 481,357.16
preferad suppiier, sole
supplier and urgency

T
= P | i
Coinmunily Sorvicas Trear 2012113 Various oecasions (1)

L
¥ Brocuning Unifare, Permit books, Licence Cards, Fire Fighybng Squipment
LD Tounsm !Yes.‘ 2012445 Various oogasions {1} Lirgeriey 72,332.50
H

1 Urpancy visit - minister of energy
Corporale Suppon Serices Year 201243 Variguz orcasions £35) EVanaus reasons iike H

smesrgency, prafemsd {
]supm‘ler elc 1

2474.678.85

35 Procuring Services g Legallaase, Senftary Dispensers & Maint. High Silas

Toonnioal Sarvices Yoar 261213 Q Varows vocasions [83) [Varraws reasons ike { VO35 FE AT
{emergoncy. prafared i
[supphen ofc

1

G3Prccuring Chamicais Asphalt- Road Repeirs, Sewer & Water Bumps.Fiood - Repairs

Finahcial Satvices Year 2012113 !Vanﬂus oCCasons (G1) Sode agenl, soio supgiier z 4,G87 ATE22
£ and urgerey H

67 Frocuring Services Venicie Repar, Mading, Cash in Transit, Trarung, Stock items.

2012 2012
R R

47.9 Bulk Electricify and Water Losses in terms of Section 125 (2{d)i) of the MFMA
Mateslal Electricity and Walsr L osses wers as Tallows and are not recoverable:
Electricity:

Lest Units Tarifs Value
30 June 2043 Unactounted Electricity Losses £ B51 37¢ 0.748% 5472 687
30 June 2012 Unaccountad Etectricity Losses 14 34E 241 06500 9 2498 908

Electricity Lesses ocour due to Jrter alia, fechnical and non-technical losses (Technicai josses - inherent resistance of conductars, transformers and other

2013 212
R R

Yolumes ir k\Whiyear:
Systerm Input Volumes 227 102 350 11141 092
Billed Consumpiion {202 082 783} {148 623 585)
Distribution Loss {18 186 188} (14371 287
Unaceounied oss 6 85t 37E B 346941
Unaccounted ioss parcentage 4 88%
47.%0 Water:

Lost Units Tariff Vaiue
30 Jupe 2013 Unaceaunied Water Losses 2477182 3.6900 9 140 802
20 June 2012 Unaceolnied Water Losses 2 506 581 32860 8171 F8h

Water Losses accus due to Jnfar alia  leakages, the tampering of meters, Ths incotrect ratios used on bulk meters, faulty melers end Hiwgal water connections
The problem with tampered meters and iltlegal conrectians s an onpaing pracess, with regular action being taken sgaimst defaulters. Faulty meters and
irakeges are replecedepatied a8 sooh as they are reported

114



48

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2043

FINANGIAL INSTRUMENTS

48.1 Classification

FINANGIAL ASSETS:

287

KOUGA MUNICIPALITY

in accordance with GRAP 104 13 the Financial Assets of the manicipality are clissified as follows:

Financial Assets

Non-Cutrent Assets

Leng-erm Recsivabies (ncluding short terrn pardion)

Cursent Assets

Receivables from £xchange Transactions
Receivables from Nan-exchatige Transactions
Gurrent Ivastments

SUMMARY OF FINANCIAL ASSETS

Financial Assels at Amortised Cost;
Labg-lerm Receivables

Receivables from Exchange Transactions
Recaivables from Nen-exchange Transactions
Cash and Cash Equivalents.

Total Financial Assets

FINANCIAL LIABILITIES:

I acoordance with GRAP 104,13 the Financial Liabilities of the munisipality are ciassiied as faliows:

Financial Lisbititias

Ner-Current Liabiities
Long-ferm Liabilities
Nerwcutrent Provisions

Current Liabitilies

Consurmer Deposits

Provistons

Payables fram Exchange Transactions
Payables from Non-exchangs Transaclions
Unspent Conditional Grants and Receipts
Current Pottion of Lang-lam Liabiiilies
Bank Overdraft

SUMMARY OF FINANCIAL LIABILITIES
Finaneial Linbi#ties at Amortised Cost:

Long-term Liabifias
Mon-current Provigions
Cansumer Deposils

Provisians

Payables fram Exchange Transactions
Payables from Non-excharge Transaclions
Linspent Conditionat Grants and Receips
Cutrent Portion of Long-lerm Liabilities
Bank Querdraft

Totat Financiat Lialdlities

Ciassification

Amartised cost

Armartised cost
Amorised cast
Amortised cost

Amortised cost
Amartised cost

Amaertised cost
Armorised cost
Amortised cost
Amottised cost
Amottised cost
Amarticed cost
Arnotised cost

Amortisad cost
Amertsed cost
Amartised cost

Amoriised cost
Amorligac cast
Amortised cast
Amartised cost
Amortised cosi
Amartised cost

2013 2012
& R

33€ 528 AB5 900
A7 590 755 34 879132
24 177 511 ZE 611033
18 540 246 17 401 277
336 526 385 900
47 880 755 34920132
24177 641 28 611 033
18 540 248 17 4071 277
90 845 141 BT 327 342
90 945 141 81 327 347
39 8B 244 71187 212
8803 218 7 806 800
106 705 228 107 371 987
472G TE6 5024 287
9 652 857 13 104 861
32 547 820 27 605 927
A74 883 1122148
59 880 244 F1i91312
8893 418 7 806 BOG
106 705 228 107 371 987
4730728 4024 287
© B85 857 12 104 861
33 847 820 27 605 957
A74 882 1122148
223 985 188 233 D27 334

Z23 935189

233 027 334
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2013 2012

48.2 Capital Risk Managemen!

The murdcipafity manages s capitat fo ensure that the municipelity Wil be able lo continue ms = going concern while deitvering sustainable services 1o
consumers thiough the optimisation of the debt ane {unds, reserves and accumulated surplus. The mumicipaity's overall sirategy remaing thchangsd from
2012,

‘The capital structure of the municipality consists Debt, Cash and Gesh Equivalents tncluding the Bank Overdraft) and Equity. comprising Funds, Reserves
ard Accurnulaled Surpius es disclosed i Note 23 and the Statemnend of Changes in Ned Assets,

48.3 Gearing Ratio

2513 2012

The gearing ratio 8! the yearend was as follows:

! 214 032 322
Debt 320 850 782 - 328 306 565

Cash and Gasit Equivalenis 16 540 248 174 27T
het Debt 311 318 536 345 707 842
Equity 2 546 047 487 2 587 §52 441
et debt 1o equity rafic 1Z23% 13.36%

Debt is defined &s Long and Short-term Liabiiities

Equity inciudes alt Funds and Reserves of the municipality, disclosed as Mel Assets in the Statement of Financisl Performance and Net Debt as described
above.

48.4 FINANCIAL RISK MANAGEMENT OBJECTIVES

The Accounting Officer has overall responsibiity for the establishment and oversight of the municipatity's sk management framewerk. The manicipality's
tigh rmanagement policies are established {o identify and ansivse the risks faced by the municipality, 1o et appropriate risk imits anc controis and to moniter
risks and adherence to frnits.

e to the largely Ron-trading nature of activities and the way In which thev are financed, manicipsliies are not exposed {c the degres of financial sisk faced
by pusiness entifies, Financial instruments play a much more lmited role in cresfing or changing risks that would be typical of isted companies to which the
1AT's mainty appiy, Generaly. Financial Aesets and Liabilittes are generated by dayto<iay operationel activities and are not neld o manage the nsks tacing
e municipalify in tnderaking its activities

The Budgel ard Treasury Office manitars and mansges the financial risks relating to the operatians through internal policies and procedures. These fisks
include inferest rate risi, credit risk and liquidity sk, Compliance with policies and procedures is reviewed by the intemal auditars on a continuous besis, aad
annually by external audiiors. The municipality does ot enter into of trade financial instruments for speculafive purpeseas.

Imarnal audt, responsibie for inltiating a condiol framework and monitoring and responding to potential risk, reports penodically to the municipalite's audi
comemitier, 8 independent biody st moniters the effeclivenass of the intemat audit function

Further quentfiative disclasures are incikied throughaut these Amnuai Financial Stalements,

44.5 SIGNIFICANT RISKS

P s the policy of the municipality 1o disclose informeation that enables the user af its Annual Financial Statements to evaluyate the nawre and extent of nsks
arising from Financial nstraments W which the runicipality is exposed on the rapoting date.

The municipality has exposure 1o the following fisks from its operations in Financial | nstruments:
- Credit Risk;

Guicly Risk; and

- ffarket Risk

Risks end axposires are disciosed as follows

Market Risk

wiarkel Risk is the nsk that changes in marke! prices. such as foreigh exchange rafes, interest rates and equity prices wik affect tne runtcipatity's income of
the veiue of its holdings i Financial instruments. The objeclive of market risk management is to manage and centrol market risk exposures within
acceptable parameiers, while optimising fhe refurn.

Crad)t Risk
Credil Risk is the risk of financial wss i the municipalily if & cus{orer or countemparty to a Finandal inslrument feils o meet lis contracival obligations and
anises principally from the munisipality's receivables fram customers and fivestment secutities
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2013 2612
Liguidity Risk
Liguidity Risk fs the dsk thal the municipalty will enceunter difficutty in meeting the obligetions sssaciates with its Financial Uiabilities that are settled by
defivering cash of enofher financial assel. The municipaiity's approach o managing Hquidity is to ensure, as far as possible, that it will atways havo sufficient

liquidity te meet its Fabilifes when due, under both normal and stressed cohditions, withoul mcurring unacceptable losses o rsking datmage tw the
municipality's regitation.

HMARKET RISK MANAGEMENT

The municipelity's activilies expose it primarily to fae fisancial risks of changes in interest rates. No formal policy exists to hedge volatifies in the interest raie
market, however the nisk is petcelved to be low as confirmed by the gearing ratio. The extent of the exposwre is disclosed in the interest senslivity analysis.

There hras been no change to the municipaiity’s exposurs to marked risks of the manne: in which it maneges 2nd measures the risk.

The municipality manages is interest rade nisk by:

- sgouning fong term ioans at fived interest

rates

- the shaorl investing lerm agreed for investments of surpits cesh such as call deposits and natice deposits with reputable banking nstitutions.

- Ine variabie Interest rate exposure of cash deposits is offset by the vanable interest rate exposure of the finance lease abiity.

The municipality has entered into & finance lease agreoment vith a variable interest rate, The risk cxposure s iimitad do to the shott finance lease petiod

Potertial aancentrations of interest rate isk consist mainfy of varable raie deposit investments, long-tarm ivabies, consumer debtars. ather deblors, bank
and cash balances and the finance lease liabifity

The muntcipality imits its counterpatty exposures from its money market invesiment cperations by only dealing with Absa Barnk. First MNational Bank, fedbank
and Stendard Bank. No fwestments with 2 tenure exceeding twelve morths ate mads,

“Fhe municipality’s exposures to intefest rates on Financiol Assets and Financial Liabilfies are detaifed in the Credit Risk Managsrment section of this note

Interest Rate Sensitivity Anatysis

‘The sensiiivity anaiysis has been determined based on fhe exposure to inerest rates st the Sialerment of Financial Posktion date. The shalysis i prepared
with refersnce o the amount of the investmenis and Habililies at the end of the financial year, A 50 basis paint increase ar decroase was used, which
fepresents management's assessment of the reasonably possibie change in inferest rates,

Aceount heading 2013 2012 change in 50 basis change in 66
R R R R

Current investments 18 540 246 17 401 277 8z 701 87 DO

Bank Overdratt 4685 703 1146 7i& 2 344 5 584

CREDIT RISK MANAGEMENT

The municlpality has a sound credit contret anrl getr sofieclion poficy and cbtains sufficient collateral, where appropriate, as & mesns of mitigating the risk of
finanaial loss from defalts. The municipaiity uses its own trading records to essess jts majar cusiomers. The memicipalify's @xposute of ite counterpasties
are monitorad regularky,

Potential concantrations of credt rate risk consist maknly of variable rate deposit investments. fong-term recevabies, cansumier debtors, ofher deblors | bank
and cash baiances.

tnvestmamsiBank, Cash and Cash Bguivalents
The municipatity limits its counterpany expasures tiom its money market investment operations {hnancial assete that are neither past due nor impaired) by
only deeling with Absa Bank, First National Bank, Nedbank and Standard Sank. No investrments with a tenure exceeding twelve months are masde

-
|
13
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2013 2012
R R

Trade and Other Receivables

Trade and Other Receivablos are amounis owed by consumers and are presented net of impainmant losses. The municipality has a credit risk policy ie piace
ang the exposure o credit visk is mobitored or an ongoing basis. The municipaiity is compebed in tesms of its constitlutbonal mandate to provide all its
resitents with basic minimum services without recourse 10 an assessment of creditworthiness. Subseguently, the municipality nes ne comifol over the
approval of new cuslomers who acguise properiies in the designated municipal srea and consequently incor debt for rates, waler and efechicity services
rendsred to them.

Censumer Debtots comprise of & farge ndmber of ratepavers, dispersed acrogs different indusiries and within a large geographical srea within the jursdiction
of the municipalffy, Periadic credid evalualions are performed on the financial condition of key deblars,

In the case of debtors whose accounts become in artears, His endeavoured o callect such accounts by evying of penalty charmges”, “gemand for payment”,
"resinelion of sawices” and, as = last resont, "handed over for colisction”, whichever provedurs s applicabie in terms of Council's Credit Cantro! and Datt
Collection Policy. interest s levied on overdue accounts.

The municipality Aimits this nsk exposure in the following ways, in addition 1o its normal credit control and debt management procedures:

+ The application of section 11803} of the Municipai Systems Act (MSA), which pepmits the municipality to refuse conneciion of senvioes whilst any amount
remains ottstaruding fram a previous debtor on the same property;

+ A hew awner is advised, prior to the issue of a revenue clearance certificate, that any debi rematning from the previous owner will be funsferred to the hew
awner, if the pravious owner does nol settle the outsianding amount;

+ The consolidation of rates and service aceounts, enabling the disconnecting services for the non-peymsnt of any of the individual debts, in terms of saction
102 of the WSA;

+ The requirement of & deposit for new service connoclions, serving as guarantee and are reviewed arnually;

« Enceouraging residents to instalt water management devices that control water low to househoids, andior prepaid siactricity meters.

There were no matenat chanpes in the sxposwre 1o credil nsk and s objectives, polisies and processes for muntaging ahd measuring the sk during the year
under review, The municipality’s maximum exposure to credit ask is represented by the carrying value of sach fimancial asset in the Statement of Financlal
Fosifion, without taking inte account the vakue of any cofiatera! obtainad

The municipaiity establishes an aliowance for impairment that represents lts estimate of anticipated losses in respect of trade and ather receivabies.

Payment of accounts of consummer deblors, who are unabie to pay, are renegotiated as an ongoing cusiomer refationship in response to an agverse change in
fhe cireumstances of the customer in terms of the Credit Contral and Debt Coliection Palicy,

Long-term Receivables antd Olhet Deblors are individually svaluated annuaily at reporiing date for impabrment o discouniing. A report on the vedous
categarias of deblors is drafed to substantiate such evaluation and subseguent impairment / discounting, whete applicabla.

The municipality does not have any significant credit risk exposwee to any single caunterpatly or sny group of counterpariies heving simiiar charactensfics,
The municipalily defines counterpariies as hawving similar characterisiics if they aro refated entifies. The credi?t risk on licuid funds is Himited because the
counterparties are Hanks with high credit-ratings.

LIGUIDITY RISK MANAGEMENT

The munieipality manages licuidity sk by effectivaly managing ils working capital, capital expenditure, sxtemal borrowings and cash flows. The municipality
has secyrec credit faciliies in the form of an overaraft faciiity with its banker in order to cater for any unexpected tempaorary shofal In operating funds. The
maximum exposure to liquidity fisk Is the trade creditors and long e borrowings.

The foilowing table details the munizipaiify's cemaining contactuad maturity for #s financial liabilities. The tabis hag been drawn up based o the undiscounied
cash flows of financial liabillties besed on the eariiest dale on which the municipalilty can be required 1o pay. The tabe includes both estimated interest and
principal cash flows

Bani overdraf
= 3 montns - -
= 3 months 474 BB 1422 149

Consumer Deposits
< 3 montns . . n
= 3 pokihs B gz 418 7 BOG 800

Fayables frorm Exchange Transastions
< 3 manths 106 705 228 107 271 967
» 3 mapths . .

Payables from Non-exchange Transacions
< 5 ndtths - -
> 5 manths 4730738 5024 287

Unspent Conditional Granis and Receints
< 3 maonths - -
=3 manihs 9942 857 12104 861
Currant Portion of Leng-term Liabilities
< 3menths . .
> 3 manths 33547 820 27 800 937
Annufly |oans
< 3 months .
= 3 mopths 59 B30 244 7118t 312

222 985 184 233 027 304
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48 RELATED PARTY TRANSACTIONS

5

§

5

LS

&

=

2

o

AlE Related Party Transactions are conducied at anm's length, unless stated otheraise. No related party trangaciions were identified
40,1 Laans granted to Refated Parties

tn terms of the MFMA, the municipality may not grant foans to its Counciliors, Management, S1af and Public with effect from 1 July 2004, Loans,
together with the conditions thergof, granted prior to this date zre disciosed in Note 14 {o the Annual Financial Staterments

48.2 Compensetion of Reiated Parties

Compensation of Key Management Personnei and Counciliors is set out in Appendix G, Statement of Remunaration of Managment, 1o the Annual
Financial Statements,

Remuneration of $he family of key management personnel and i that are emp. | at the icipality:

Managers Names Family Member Depariment Retationship Remuneration

Expenditure L. Jenneker M. Jennekar Comm, Servicas Daughter 114028

Asset & Flest 5. Baartman N, Baartman Expenditure Baughter 123 884

Assat & Fleet 5. Baartman £, Weicome income Caughter 118 028

Elestrical A Marais B. Marais Technical Son 148 280
Services

Counciiiors

Mayor B, koeral F. husler Comm. Services Daughter 185 438

Mayor 8. Koerat. C. Ketlledas Budge! & Daughter 208 8916
Treasury

Ward 2 E. Hit M. Hilf Expendiiure Wiife 1214582

Ward & 2 Oliphant D. Cliphan! Comm. Services Wita 15¢ 860

Ward 9 i, Nishiza J.Ntshiza Comm. Services  Wife 121 462

Veard 14 T. Reteni S, Melani Lomm, Services  Wile 1058 960

Proportional D, Ketttedas C. Witbooi Human Cousin 121 482
Resources

The municipaiity dic not buy goads from any corpanies which can be considerad te be Related Parfies

CONTINGENT LIABILITIES

0} Couned 15 wvolved in & dispute with different individuals as at 30 June 2013:
Chams agamst the muonicipatity 29 585 661

9915 702

Possibie legal faes 1364 282 1628745
(7} Contrary to section 201} of the Environmental Conservation Act (Act 50 of 20033 some of the
manicpaliny's landfi sites have not been issued with a permir by the Denertmient of Econorve ind
Environmenyal Affairs. In terms of section 29(4), for non-comphance of section 26{1). the mumeipality may

el 4 fine w0 the amount of R Smithon per contravention 20 000 050 20 800 000

S0 945 043 - 41 544 447

The categorization wnd job evaluavion wape curves celiective spreement toplemetable 1 Juby 2010 has never
been adopred by Kouge Municipaliy due w not finalizing job descriptions and evaluasions. The adopuon of
this agreement might result i back pay from 1 July 2018 o cettam emplovees il found to be w incorrect
sk grade. The possible back pay cannoet be quantified due to the compiex evaluation process and lack of
job descrmptions.

IN-ND DONATIONS AND ASSISTANCE

During the year the Department of Local Government and tradiional affairs paid R*.9 milion on behalf of the munkipaity o the Office of the
Auditor General to assist with the audf fees.

EVENTS AFTER THE REPORTING DATE

Mo avenis having financial implications requiring disclosure ooourred subseguent to 30 June 2613

GOING CONCERN ASSESSMENT
Menagemeni considerad the folowing matters relating to the Going Concern
(Y Dunng May 2013 the Council adopted the 20t4/14 to 2015/16 Budgel This thres-year Mediumn Term Revenue and Expendilure Framework

(MTREF) 10 support the ongolig delivery of runicipal services io residents reflecied thaf the Budget was cash-backed over the three-year period,

#  The municipailty's Budget is subjected to 2 very rigorous independent assessment process lo assess its cash-baciing status before il is
ultimately approved by Council.

{iif)  Strict daily cash managsrpant processes are embedded in the municipaiity's operations to mansqs and moniter all actual cash inflows and
cash ouffiows in terms of the cash-fiow forecas! suppodting the Budget The cash r nent or is €O
monthly reperting, highlighiing the actual cash position, inciuding the associated risks and remedial actinns fo be mstiuted.

o by weekly and

) As the municipality has the power to levy fees. fariffs and charges, this will regult in an ongoing inflow of revenue to support the ongoing

deiivery of munitipal senvices. Cerain key financial rafios, such as liguidity. cost coverage, deiors’ collection rates and crediiors’ payment termns
ars cipsely monitored and the necessary corrective actions istiluiad.

Taking the aferementioned into account, management nas prepared the Annual Financial Statements on the Seing Concemn Basis.
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