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Accounting Officer's Responsibilities and Approval

The accounting officer is required by the Municipal Finance Management Act, 2003 (Act No. 56 of 2003), to maintain adequate
accounting records and is responsible for the content and integrity of the annual financial statements and related financial
information included in this report. It is the responsibility of the accounting officer to ensure that the annual financial statements
fairly present the state of affairs of the municipality as at the end of the financial year and the results of its operations and cash
flows for the period then ended. The external auditors are engaged to express an independent opinion on the annual financial
statements and was given unrestricted access to all financial records and related data.

The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting
Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board.

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by
reasonable and prudent judgements and estimates.

The accounting officer acknowledges that she is ultimately responsible for the system of internal financial control established
by the municipality and place considerable importance on maintaining a strong control environment. To enable the accounting
officer to meet these responsibilities, the accounting officer sets standards for internal control aimed at reducing the risk of
error or deficit in a cost effective manner. The standards include the proper delegation of responsibilities within a clearly
defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk.
These controls are monitored throughout the municipality and all employees are required to maintain the highest ethical
standards in ensuring the municipality’s business is conducted in a manner that in all reasonable circumstances is above
reproach. The focus of risk management in the municipality is on identifying, assessing, managing and monitoring all known
forms of risk across the municipality. While operating risk cannot be fully eliminated, the municipality endeavours to minimise it
by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within
predetermined procedures and constraints.

The accounting officer is of the opinion, based on the information and explanations given by management, that the system of
internal control provides reasonable assurance that the financial records may be relied on for the preparation of the annual
financial statements. However, any system of internal financial control can provide only reasonable, and not absolute,
assurance against material misstatement or deficit.

The accounting officer has reviewed the municipality’s cash flow forecast for the year to 30 June 2024 and, in the light of this
review and the current financial position, she is satisfied that the municipality has or has access to adequate resources to
continue in operational existence for the foreseeable future.

The municipality is wholly dependent on the municipality for continued funding of operations. The annual financial statements
are prepared on the basis that the municipality is a going concern and that the municipality has neither the intention nor the
need to liquidate or curtail materially the scale of the municipality.

Although the accounting officer are primarily responsible for the financial affairs of the municipality, they are supported by the
municipality's external auditors.

The external auditors are responsible for independently reviewing and reporting on the municipality's annual financial
statements. The annual financial statements have been examined by the municipality's external auditors and their report is
presented on page 5.

The annual financial statements set out on page 5, which have been prepared on the going concern basis, were approved by
the accounting officer on 31 August 2023 and were signed on its behalf by:

M Mogopodi
Accounting Officer
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Accounting Officer's Report

The accounting officer submits her report for the year ended 30 June 2023.
1. Review of activities
Main business and operations

The municipality is engaged in the provision of services (electricity, water, sanitation and refuse) to communities in a
sustainable manner, to promote social and economic development; and to promote a safe and healthy environment.

The municipality's jurisdiction areas are: Ladybrand, Hobhouse, Tweespruit, Thaba-Phatswa and Excelsior.

The operating results and state of affairs of the municipality are fully set out in the attached annual financial statements and
do not in our opinion require any further comment.

Net deficit of the municipality was R 7,102,362 (2022: deficit R 77,756,269).
2. Going concern

We draw attention to the fact that at 30 June 2023, the municipality had an accumulated surplus (deficit) of R 560,741,160 and
that the municipality's total assets exceed its liabilities by R 560,741,160.

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of
liabilities, contingent obligations and commitments will occur in the ordinary course of business.

The ability of the municipality to continue as a going concern is dependent on a number of factors. The most significant of
these is that the government will continue to fund the operations of the municipality through the provision of the equitable
share, additionally the accounting officer will continue to tightly manage the cashflow of the municipality and where necessary
procure funding for the ongoing operations for the municipality.

3. Subsequent events

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

4. Accounting Officers' interest in contracts

The Accounting Officer does not have an interest in contracts.

5. Accounting policies

The annual financial statements prepared in accordance with the Standards of Generally Recognised Accounting Practice
(GRAP), including any interpretations issued by the Accounting Standards Board and Accounting Practices Board.

6. Non-current assets

There were no significant changes in the nature of the non-current assets of the municipality during the year.
7. Accounting Officer

The accounting officer of the municipality during the year and to the date of this report is as follows:

Name Nationality
M Mogopodi South African
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Accounting Officer's Report

8. Corporate governance

General

The accounting officer is committed to business integrity, transparency and professionalism in all its activities. As part of this
commitment, the accounting officer supports the highest standards of corporate governance and the ongoing development of
best practice.

Internal audit

The municipality has its own internal audit function. This is in compliance with the Municipal Finance Management Act, 2003
(Act No. 56 of 2003).

9. Auditors
The Auditor-General of South Africa will continue in office for the next financial period.
10. Retirement benefit obligation

Management performed an actuarial valuation of the employee benefits of the employer's liability arising from the
postretirement healthcare subsidy ("PRHS") payable to current and retired employees.

The valuation is in line with the requirements of GRAP 25 and the municipality has determined the items required for disclosure
in terms of this standard.

11. Non-compliance with applicable legislation

In terms of Section 65(2)(e) of the MFMA, all money owing by the municipality be paid within 30 days of receiving the relevant
invoice or statement. Due to cash flow constraints, the municipality, could not settle all money owing within the prescribed
period.

In terms of Section 71(1) of the MFMA, the accounting officer of a municipality must by no later than 10 working days after the
end of each month submit to the mayor of the municipality and the relevant provincial treasury a statement in the prescribed
format on the state of the municipality's budget reflecting the following particulars for that month and for the financial year up to
the end of that month. During the financial year, the municipality did not comply with the required legislation as reports were
submitted late.
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Statement of Financial Position as at 30 June 2023

Figures in Rand Note(s) 2023 2022
Restated*
Assets
Current Assets
Inventories 3 3,403,617 2,575,451
Other financial assets 4 6,516 6,451
Receivables from exchange transactions 5&7 216,805,676 67,603,030
Receivables from non-exchange transactions 6&7 9,761,037 6,248,629
VAT receivable 8 34,596,205 34,026,768
Cash and cash equivalents 9 562,561 676,806
265,135,612 111,137,135
Non-Current Assets
Investment property 10 85,547,592 85,668,298
Property, plant and equipment 11 778,936,243 896,564,142
Intangible assets 12 30,000 -
Other financial assets 4 1,456,556 1,305,333
865,970,391 983,537,773

Total Assets

Liabilities

Current Liabilities

Other financial liabilities 13
Payables from exchange transactions 14
Employee benefit obligation 15
Unspent conditional grants 16
Consumer deposits 17
Bank overdraft 9
Non-Current Liabilities

Employee benefit obligation 15
Provisions 18

Total Liabilities
Net Assets

Accumulated surplus
Total Net Assets

* See Note 48

1,131,106,003

1,094,674,908

9,334,972 8,555,595
436,032,630 408,695,336
1,645,000 1,399,000
35,206,962 14,729,449
2,609,242 2,544,816
4,759,329 341,952
489,588,135 436,266,148
38,924,000 38,739,001
41,852,707 51,826,234
80,776,707 90,565,235
570,364,842 526,831,383
560,741,161 567,843,525
560,741,160 567,843,529
560,741,160 567,843,529
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Statement of Financial Performance

Figures in Rand Note(s) 2023 2022
Restated*
Revenue
Revenue from exchange transactions
Service charges 19 144,647,327 117,958,675
Rental of facilities and equipment 20 9,860 1,641,308
Interest received from outstanding debtors 21 61,484,468 53,597,043
Interest received from external investments 22 45,844 45,945
Debt impairment 31 21,919,302 -
Postage and courier 65,523 -
Other income 23 727,930 1,043,486
Dividends received 22 46,256 69,508
Total revenue from exchange transactions 228,946,510 174,355,965
Revenue from non-exchange transactions
Taxation revenue
Property rates 24 20,193,577 20,069,121
Interest received from outstanding debtors 21 3,448,365 5,390,236
Transfer revenue
Government grants and subsidies 25 121,816,487 122,914,969
Fines, Penalties and Forfeits 26 270,586 282,213
Total revenue from non-exchange transactions 145,729,015 148,656,539
Total revenue 374,675,525 323,012,504
Expenditure
Employee related costs 27 (117,743,132) (109,913,991)
Remuneration of councillors 28 (8,088,430)  (7,721,907)
Depreciation and amortisation 29 (41,841,390) (38,611,088)
Finance costs 30 (21,030,781) (17,038,144)
Debt impairment 31 (2,670,169) (108,211,609)
Repairs and maintenance 32 (10,547,889)  (9,212,801)
Bulk purchases 33 (58,116,338) (61,597,647)
General expenses 34 (49,891,643) (29,827,257)
Total expenditure (309,929,772) (382,134,444)
Operating surplus (deficit) 64,745,753  (59,121,940)
Loss on disposal of assets and liabilities (2,194,441) (9,684,617)
Fair value adjustments 35 157,738 108,119
Actuarial gains/losses 36 6,490,932  (16,995,224)
Impairment reversals/(losses) 37 (76,236,821) 7,937,393

Deficit for the year

* See Note 48

(71,782,592)

(18,634,329)

(7,036,839)

(77,756,269)
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Statement of Changes in Net Assets

Accumulated Total net
Figures in Rand surplus assets
Opening balance as previously reported 642,913,449 642,913,449
Adjustments
Prior year adjustments (see note 47) 2,686,349 2,686,349
Opening balance as previously stated 645,599,798 645,599,798

Changes in net assets
Surplus for the year

Total changes

Restated” Balance at 01 July 2022
Changes in net assets
Surplus for the year

Total changes
Balance at 30 June 2023

* See Note 48

(77,756,269)

(77,756,269)

(77,756,269)

(77,756,269)

567,843,522

(7,102,362)

567,843,522

(7,102,362)

(7,102,362)

(7,102,362)

560,741,160

560,741,160
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Cash Flow Statement

Figures in Rand Note(s) 2023 2022
Restated*

Cash flows from operating activities

Receipts

Taxation 39,649,253 17,760,619

Sale of goods and services 57,499,301 21,079,756

Grants 142,294,000 130,478,999

Interest income 45,844 59,033,224

Dividends 46,256 69,508
239,534,654 228,422,106

Payments

Employee costs (131,607,687) (120,321,092)

Suppliers (85,086,041) (66,400,909)

Finance costs

Undefined difference compared to the cash generated from operations note

Net cash flows from operating activities

Cash flows from investing activities
Purchase of property, plant and equipment

Proceeds from sale of financial assets
Purchase of other intangible assets

Net cash flows from investing activities
Cash flows from financing activities

Repayment of other financial liabilities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

* See Note 48

10

(8,773,608)

(8,834,175)

(225,467,336) (195,556,176)

141,978
39 14,209,296

32,865,930

11 (18,717,369)
11 6,451
12 (30,000)

(35,816,989)
6,386

(18,740,918)

(35,810,603)

- 58,445
(4,531,622)  (2,886,228)

334,854 3,221,082

9 (4,196,768) 334,854
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Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved Adjustments  Final budget Actual amounts Difference Reference
budget on comparable between final
basis budget and

Figures in Rand actual
Statement of Financial Performance
Revenue
Revenue from exchange
transactions
Service charges 149,045,298 (27,745,296) 121,300,002 144 647,327 23,347,325 Note 54
Rental of facilities and equipment 1,750,433 (783,808) 966,625 9,860 (956,765)  Note 54
Interest received - outstanding 239,660 239,660 479,320 61,484,468 61,005,148 Note 54
debtors
Other income 2,809,654 (1,444,598) 1,365,056 727,930 (637,126)  Note 54
Interest received - external - - - 45,844 45,844 Note 54
investments
Dividends received 37,512 37,512 75,024 46,256 (28,768)
Total revenue from exchange 153,882,557 (29,696,530) 124,186,027 206,961,685 82,775,658
transactions
Revenue from non-exchange
transactions
Taxation revenue
Property rates 24,132,992 (2,832,992) 21,300,000 20,193,577 (1,106,423)  Note 54
Interest received - outstanding 57,646,001 39,596,000 97,242,001 3,448,365 (93,793,636) Note 54
debtors
Transfer revenue
Government grants and 160,878,009 1,222,342 162,100,351 121,816,487 (40,283,864) Note 54
subsidies
Fines 145,880 854,120 1,000,000 270,586 (729,414)  Note 54
Total revenue from non- 242,802,882 38,839,470 281,642,352 145,729,015 (135,913,337)
exchange transactions
Total revenue 396,685,439 9,142,940 405,828,379 352,690,700 (53,137,679)
Expenditure
Employee related costs (111,243,576) (267,224) (111,510,800) (117,743,132)  (6,232,332)  Note 54
Remuneration of councillors (6,221,546) 3 (6,221,543)  (8,088,430) (1,866,887)  Note 54
Depreciation and amortisation (35,780,275) (14,833,231) (50,613,506) (41,841,390) 8,772,116 Note 54
Impairment loss/ Reversal of - - - (76,236,821) (76,236,821)  Note 54
impairments
Finance costs (8,899,288) - (8,899,288) (21,030,781) (12,131,493)  Note 54
Debt impairment (53,971,850) - (53,971,850) 19,249,133 73,220,983  Note 54
Bulk purchases (62,814,188) 2,814,188 (60,000,000) (58 116,338) 1,883,662  Note 54
Contracted services (19,287,952) 4,536,593  (14,751,359) - 14,751,359  Note 54
General expenses (32,134,019)  (3,522,914) (35,656,933) (49,891,643) (14,234,710)  Note 54
Repairs and maintenance - - - (10,547,889) (10,547,889)  Note 54
Total expenditure (330,352,694) (11,272,585) (341,625,279) (364,247,291) (22,622,012)
Operating deficit 66,332,745 (2,129,645) 64,203,100 (11,556,591) (75,759,691)
Loss on disposal of assets (7,827,195)  (1,166,344)  (8,993,539)  (2,194,441) 6,799,098  Note 54
Fair value adjustments - - - 157,738 157,738 Note 54
Actuarial gains/losses - - - 6,490,932 6,490,932 Note 54

(7,827,195) (1,166,344) (8,993,539) 4,454,229 13,447,768
Surplus 58,505,550 (3,295,989) 55,209,561 (7,102,362) (62,311,923)

11
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Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved Adjustments  Final budget Actual amounts Difference Reference
budget on comparable between final
basis budget and
Figures in Rand actual
Statement of Financial Position
Assets
Current Assets
Inventories - - - 3,403,617 3,403,617 Note 54
Other financial assets 7,657 - 7,657 6,516 (1,141)  Note 54
Receivables from exchange 115,333,272 - 115,333,272 216,805,676 101,472,404  Note 54
transactions
Receivables from non-exchange - - - 9,761,037 9,761,037 Note 54
transactions
Other receivables from exchange 38,476,131 - 38,476,131 - (38,476,131)  Note 54
transactions
VAT receivable - - - 34,596,205 34,596,205 Note 54
Cash and cash equivalents 121,883,447 75,607,237 197,490,684 (4,196,768) (201,687,452)  Note 54
275,700,507 75,607,237 351,307,744 260,376,283 (90,931,461)
Non-Current Assets
Investment property 222,720,965 - 222,720,965 85,547,592 (137,173,373)  Note 54
Property, plant and equipment 933,081,059 - 933,081,059 778,936,243 (154,144,816)  Note 54
Intangible assets 400,000 - 400,000 30,000 (370,000)  Note 54
Investments in associates 1,225,624 - 1,225,624 - (1,225,624)  Note 54
Other financial assets 638,486 - 638,486 1,456,556 818,070 Note 54
1,158,066,134 - 1,158,066,134 865,970,391 (292,095,743)
Total Assets 1,433,766,641 75,607,237 1,509,373,878 1,126,346,674 (383,027,204)
Liabilities
Current Liabilities
Consumer deposits 2,237,863 - 2,237,863 2,609,242 371,379 Note 54
Other financial liabilities 5,857,538 - 5,857,538 9,334,972 3,477,434 Note 54
Payables from exchange 110,601,754 - 110,601,754 436,032,630 325,430,876  Note 54
transactions
Employee benefit obligation - - - 1,645,000 1,645,000 Note 54
Unspent conditional grants - - - 35,206,962 35,206,962 Note 54
Bank overdraft 251,647 - 251,647 - (251,647)  Note 54
118,948,802 - 118,948,802 484,828,806 365,880,004
Non-Current Liabilities
Employee benefit obligation 30,503,080 - 30,503,080 38,924,000 8,420,920 Note 54
Provisions 35,391,496 - 35391,496 41,852,707 6,461,211 Note 54
65,894,576 - 65,894,576 80,776,707 14,882,131
Total Liabilities 184,843,378 - 184,843,378 565,605,513 380,762,135
Net Assets 1,248,923,263 75,607,237 1,324,530,500 560,741,161 (763,789,339)
Net Assets
Reserves
Accumulated surplus 1,248,923,263 75,607,237 1,324,530,500 560,741,161 (763,789,339)  Note 54

12
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Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved Adjustments  Final budget Actual amounts Difference Reference
budget on comparable between final
basis budget and

Figures in Rand actual
Cash Flow Statement
Cash flows from operating activities
Receipts
Taxation 16,892,763 3,107,237 20,000,000 39,649,253 19,649,253 Note 54
Sale of goods and services - 72,500,000 72,500,000 57499301 (15,000,699) Note 54
Grants 153,658,000 - 153,658,000 142,294,000 (11,364,000) Note 54
Interest income 36,667,072 - 36,667,072 45844  (36,621,228)  Note 54
Dividends received - - - 46,256 46,256 Note 54
Other receipts 1,500,000 - 1,500,000 - (1,500,000) Note 54

208,717,835 75,607,237 284,325,072 239,534,654 (44,790,418)
Payments
Employee costs (395,982,000) (99) (395,982,099) (131,607,686) 264,374,413 Note 54
Suppliers - - - (85,086,069) (85,086,069) Note 54
Finance costs (12,164,266) - (12,164,266)  (8,773,608) 3,390,658 Note 54

(408,146,266) (99) (408,146,365) (225,467,363) 182,679,002
Net cash flows from operating (199,428,431) 75,607,138 (123,821,293) 14,067,291 137,888,584
activities
Cash flows from investing activities
Purchase of property, plant and (46,795,000) - (46,795,000) (18,575,391) 28,219,609 Note 54
equipment
Purchase of other intangible - - - (30,000) (30,000)  Note 54
assets
Proceeds from sale of other 638,486 - 638,486 6,451 (632,035)  Note 54
asset
Net cash flows from investing (46,156,514) - (46,156,514) (18,598,940) 27,557,574
activities
Cash flows from financing activities
Redemption of debentures / 2,237,863 - 2,237,863 - (2,237,863) Note 54
redeemable preference shares
Finance lease payments (765,000) - (765,000) - 765,000 Note 54
Net cash flows from financing 1,472,863 - 1,472,863 - (1,472,863)
activities
Net increase/(decrease) in cash  (244,112,082) 75,607,138 (168,504,944)  (4,531,649) 163,973,295
and cash equivalents
Cash and cash equivalents at 6,755,653 - 6,755,653 334,854 (6,420,799)
the beginning of the year
Cash and cash equivalents at  (237,356,429) 75,607,138 (161,749,291) (4,196,795) 157,552,496

the end of the year

13
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Accounting Policies
Figures in Rand Note(s) 2023 2022

1. Presentation of Annual Financial Statements

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the MFMA.

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

A summary of the significant accounting policies, which have been consistently applied in the preparation of these annual
financial statements, are disclosed below.

These accounting policies are consistent with the previous period, unless specifically stated.

1.1 Presentation currency

These annual financial statements are presented in South African Rand, which is the functional currency of the municipality.
1.2 Going concern assumption

These annual financial statements have been prepared based on the expectation that the municipality will continue to
operate as a going concern for at least the next 12 months.

1.3 Materiality

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

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

1.4 Significant judgements and sources of estimation uncertainty

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the
amounts represented in the annual financial statements and related disclosures. Use of available information and the
application of judgement is inherent in the formation of estimates. Actual results in the future could differ from these estimates
which may be material to the annual financial statements. Significant judgements include:

Trade receivables

The municipality assesses its trade receivables and loans and receivables for impairment at the end of each reporting period.
In determining whether an impairment loss should be recorded in surplus or deficit, the surplus makes judgements as to
whether there is observable data indicating a measurable decrease in the estimated future cash flows from a financial asset.

The impairment for trade receivables and loans and receivables is calculated on a payment rate basis per consumer. The
payment rate is calculated on the total payments received per consumer in the current year, and then divided by the total
revenue billed per consumer for the current year. The percentage is then converted to a non payment ratio. The non payment
ratio is then multiplied with the consumers total outstanding balance. The movement between a consumers yearly impairment
balance is accounted through profit and loss in the statement of financial performance.

14
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Accounting Policies

1.4 Significant judgements and sources of estimation uncertainty (continued)
Fair value estimation

The fair value of financial instruments traded in active markets (such as trading and available-for-sale securities) is based on
quoted market prices at the end of the reporting period. The quoted market price used for financial assets held by the
municipality is the current bid price.

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

Provisions

Provisions were raised and management determined an estimate based on the information available. Provisions are measured
at management's best estimate of the expenditure required to settle the obligation at the reporting date, and are discounted to
the present value where the time value effect is material.

Useful lives of property, plant and equipment and investment properties

The municipality's management determines the estimated useful lives and related depreciation charges for the property, plant
and equipment and Investment properties. This estimate is based on industry norm. Management will increase the depreciation
charge where useful lives are less than previously estimated useful lives. In the event that a depreciating asset is nearing the
end of its useful live, the availability of budget to replace the asset is considered. If the asset is not budgeted to be replaced,
the useful life is extended by one year. Depreciation is adjusted going forward.

Post-retirement benefits

The present value of the post-retirement obligation depends on a number of factors that are determined on an actuarial basis
using a number of assumptions. The assumptions used in determining the net cost (income) include the discount rate. Any
changes in these assumptions will impact on the carrying amount of post-retirement obligations.

The municipality determines the appropriate discount rate at the end of each year. This is the interest rate that should be used
to determine the present value of estimated future cash outflows expected to be required to settle the pension obligations. In
determining the appropriate discount rate, the municipality considers the 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 the terms of the
related pension liability.

Effective interest rate

The municipality used the prime interest rate to discount future cash flows.

Allowance for doubtful debts

On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is impaired. The
impairment is measured as the difference between the debtors carrying amount and the present value of estimated future cash
flows discounted at the effective interest rate, computed at initial recognition.

1.5 Investment property

Investment property is property (land or a building - or part of a building - or both) held to earn rentals or for capital appreciation
or both, rather than for:

. use in the production or supply of goods or services or for
. administrative purposes, or
. sale in the ordinary course of operations.

Investment property is recognised as an asset when, it is probable that the future economic benefits or service potential that

are associated with the investment property will flow to the municipality, and the cost or fair value of the investment property
can be measured reliably.
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1.5 Investment property (continued)

Substantive rights and binding agreements are applied to confirm control over land as part of recognition criteria. Physical
verification of these properties together with the terms of binding agreements are used to determine control of the land. The
municipality does not control the land where the land is occupied by a third party and a binding agreement does not establish
substantive rights.

Investment property is initially recognised at cost. Transaction costs are included in the initial measurement.

Where investment property is acquired through a non-exchange transaction, its cost is its fair value as at the date of
acquisition.

Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service a property. If a
replacement part is recognised in the carrying amount of the investment property, the carrying amount of the replaced part is
derecognised.

Cost model

Investment property is carried at cost less accumulated depreciation and any accumulated impairment losses.

Depreciation is provided to write down the cost, less estimated residual value by equal installments over the useful life of the
property, which is as follows:

Item Useful life
Property - land indefinite
Property - buildings 10 - 50 years

Investment property is derecognised on disposal or when the investment property is permanently withdrawn from use and no
future economic benefits or service potential are expected from its disposal.

Gains or losses arising from the retirement or disposal of investment property is the difference between the net disposal
proceeds and the carrying amount of the asset and is recognised in surplus or deficit in the period of retirement or disposal.

Compensation from third parties for investment property that was impaired, lost or given up is recognised in surplus or deficit
when the compensation becomes receivable.

The municipality separately discloses expenditure to repair and maintain investment property in the notes to the annual
financial statements (see note 10).

The municipality discloses relevant information relating to assets under construction or development, in the notes to the annual
financial statements (see note 10).

1.6 Property, plant and equipment

Property, plant and equipment are tangible non-current assets (including infrastructure assets) 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 period.

The cost of an item of property, plant and equipment is recognised as an asset when:
. it is probable that future economic benefits or service potential associated with the item will flow to the
municipality; and
. the cost of the item can be measured reliably.

Substantive rights and binding agreements are applied to confirm control over land as part of recognition criteria. Physical
verification of these properties together with the terms of binding agreements are used to determine control of the land. The
municipality does not control the land where the land is occupied by a third party and a binding agreement does not establish
substantive rights.

Property, plant and equipment is initially measured at cost.
The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the

location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and
rebates are deducted in arriving at the cost.
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1.6 Property, plant and equipment (continued)

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition.

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the

acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up.

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

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of
property, plant and equipment, the carrying amount of the replaced part is derecognised.

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories.

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location
and condition necessary for it to be capable of operating in the manner intended by management.

Iltems such as spare parts, standby equipment and servicing equipment are recognised when they meet the definition of
property, plant and equipment.

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

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.

Property, plant and equipment are depreciated on the straight-line basis over their expected useful lives to their estimated
residual value.

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.

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

Item Depreciation method Average useful life
Land Straight-line Indefinite
Plant and machinery Straight-line 3-10 years
Furniture and fixtures Straight-line 3-10 years
Motor vehicles Straight-line 3-10 years
Infrastructure assets

- Electricity network Straight-line 7 - 50 years
- Roads network Straight-line 8 - 50 years
- Wastewater network Straight-line 30 - 50 years
- Water network Straight-line 30 - 50 years
Community assets

- Buildings Straight-line 20 - 50 years
Recreational facilities Straight-line 7 - 50 years
IT equipment Straight-line 2 - Tyears

The depreciable amount of an asset is allocated on a systematic basis over its useful life.

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is
depreciated separately.
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1.6 Property, plant and equipment (continued)

The depreciation method used reflects the pattern in which the asset’s future economic benefits or service potential are
expected to be consumed by the municipality. The depreciation method applied to an asset is reviewed at least at each
reporting date and, if there has been a significant change in the expected pattern of consumption of the future economic
benefits or service potential embodied in the asset, the method is changed to reflect the changed pattern. Such a change is
accounted for as a change in an accounting estimate.

The municipality assesses at each reporting date whether there is any indication that the municipality expectations about the
residual value and the useful life of an asset have changed since the preceding reporting date. If any such indication exists, the
municipality revises the expected useful life and/or residual value accordingly. The change is accounted for as a change in an
accounting estimate.

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

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

Assets which the municipality holds for rentals to others and subsequently routinely sell as part of the ordinary course of
activities, are transferred to inventories when the rentals end and the assets are available-for-sale. Proceeds from sales of
these assets are recognised as revenue. All cash flows on these assets are included in cash flows from operating activities in
the cash flow statement.

The municipality separately discloses expenditure to repair and maintain property, plant and equipment in the notes to the
financial statements (see note 11).

The municipality discloses relevant information relating to assets under construction or development, in the notes to the
financial statements (see note 11).

1.7 Site restoration and dismantling cost

The municipality has an obligation to dismantle, remove and restore items of property, plant and equipment. Such obligations
are referred to as ‘decommissioning, restoration and similar liabilities. The cost of an item of property, plant and equipment
includes the initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located, the
obligation for which a municipality incurs either when the item is acquired or as a consequence of having used the item during
a particular period for purposes other than to produce inventories during that period.

If the related asset is measured using the cost model:

(a) subject to (b), changes in the liability are added to, or deducted from, the cost of the related asset in the current
period;

(b) if a decrease in the liability exceeds the carrying amount of the asset, the excess is recognised immediately in
surplus or deficit; and

(c) if the adjustment results in an addition to the cost of an asset, the municipality considers whether this is an
indication that the new carrying amount of the asset may not be fully recoverable. If it is such an indication, the
asset is tested for impairment by estimating its recoverable amount or recoverable service amount, and any
impairment loss is recognised in accordance with the accounting policy on impairment of cash-generating assets
and/or impairment of non-cash-generating assets.

1.8 Intangible assets

An asset is identifiable if it either:

. is separable, i.e. is capable of being separated or divided from an entity and sold, transferred, licensed, rented or
exchanged, either individually or together with a related contract, identifiable assets or liability, regardless of
whether the entity intends to do so; or

. arises from binding arrangements (including rights from contracts), regardless of whether those rights are
transferable or separable from the municipality or from other rights and obligations.

A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it as if it were in
the form of a contract.
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1.8 Intangible assets (continued)

An intangible asset is recognised when:
. it is probable that the expected future economic benefits or service potential that are attributable to the asset will
flow to the municipality; and
. the cost or fair value of the asset can be measured reliably.

The municipality assesses the probability of expected future economic benefits or service potential using reasonable and
supportable assumptions that represent management’s best estimate of the set of economic conditions that will exist over the
useful life of the asset.

Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is measured
at its fair value as at that date.

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred.

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

there is an intention to complete and use or sell it.

there is an ability to use or sell it.

it will generate probable future economic benefits or service potential.

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

asset.

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

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

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

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date.

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that
the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is amortised over
its useful life.

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised as
intangible assets.

Internally generated goodwill is not recognised as an intangible asset.

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

Item Depreciation method Average useful life

The municipality discloses relevant information relating to assets under construction or development, in the notes to the
financial statements (see note 12).

1.9 Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a residual
interest of another entity.

Financial instruments are classified into three categories namely, financial instruments at fair value, financial instruments at

amortised cost or financial instruments at cost. The Municipality determines the classification of its financial instruments at
initial recognition.
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1.9 Financial instruments (continued)
Initial recognition and measurement

A financial instrument is recognised, when the Municipality becomes a party to the contractual provisions of the instrument, and
are initially measured at fair value. In the case of a financial instrument not subsequently measured at fair value, transaction
costs that are directly attributable to the acquisition or issue of the financial instrument are added or deducted from the fair
value, as appropriate on initial recognition.

Subsequent measurement — financial assets
Financial assets consist of cash and cash equivalents, deposits, receivables and investments.

Receivables are subsequently measured at amortised cost using the effective interest rate method, less impairment. Amortised
cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral part of
the effective interest rate.

A provision for impairment of receivables is established when there is objective evidence that the Municipality will not be able to
collect all amounts due according to the original terms of receivables. The amount of the provision is the difference between
the asset's carrying amount and the present value of estimated future cash flows, discounted at the effective interest rate.
Changes in the carrying amount of the provision is recognised in the Statement of Financial Performance. When a receivable is
considered uncollectible, it is written off against the provision. Any gains or losses arising from the change in fair value of
investments measured at fair value are recognised in the Statement of Financial Performance.

Residual interests that do not have a quoted market price in an active market, and the fair value of which cannot be reliably
measured are subsequently measured at cost less any impairment. Impairment is considered when there is objective evidence
that, as a result of one or more events that occurred after the initial recognition of the financial asset, the estimated future cash
flows of the investment have been affected. Any calculated impairment is recognised in the Statement of Financial
Performance.

Subsequent measurement — financial liabilities

Financial liabilities consist of payables, interest bearing loans and bank overdrafts. These liabilities are subsequently measured
at amortised cost, using the effective interest rate method. Finance costs are expensed in the Statement of Financial
Performance in the period in which they are incurred except where stated otherwise (see accounting policy on borrowing
costs).

Fair value measurement considerations

The best evidence of fair value is quoted prices in an active market. If the market for a financial instrument is not active, the
Municipality establishes fair value using a valuation technique. The chosen valuation technique makes maximum use of market
inputs and relies as little as possible on municipality-specific inputs.

Cash and cash equivalents

Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). Cash equivalents are short
term highly liquid investments, readily convertible into known amounts of cash and are subject to an insignificant risk of change
in value. Cash and cash equivalents are carried at amortised cost. Bank overdrafts are recorded based on the facility utilised.
Finance charges on bank overdraft are expensed as incurred. Amounts owing in respect of bank overdrafts are carried at
amortised cost.

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on call with
banks, net of bank overdrafts.
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1.9 Financial instruments (continued)
Classification

The entity has the following types of financial assets (classes and category) as reflected on the face of the statement of
financial position or in the notes thereto:

Class Category
Receivables from exchange transactions Financial asset measured at amortised cost
Receivables from non-exchange transactions Financial asset measured at amortised cost
Cash and cash equivalents Financial asset measured at amortised cost
Other financial assets Financial asset measured at fair value
Long-term receivables Financial asset measured at amortised cost

The entity has the following types of financial liabilities (classes and category) as reflected on the face of the statement of
financial position or in the notes thereto:

Class Category
Other financial liabilities Financial liability measured at amortised cost
Payables from exchange transactions Financial liability measured at amortised cost
Consumer deposits Financial liability measured at amortised cost

1.10 Leases

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

When a lease includes both land and buildings elements, the entity assesses the classification of each element separately.
Operating leases - lessor
Operating lease revenue is recognised as revenue on a straight-line basis over the lease term.

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leased asset
and recognised as an expense over the lease term on the same basis as the lease revenue.

Income for leases is disclosed under revenue in statement of financial performance.
Operating leases - lessee

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability.

1.11 Inventories

Inventory consist of raw materials, work in progress, consumables and finished goods, which are valued at the lower of cost,
determined on the first in first out basis, and net realisable value, except for items which are valued at the tariffs charged.
Where it is held for distribution or consumption at no charge or for a nominal amount, inventories are valued at the lower of
cost and current replacement value

Subsequently inventories are measured at the lower of cost and net realisable value.

Cost of inventory comprises all costs of purchase, cost of conversion, and other costs incurred in bringing the inventories to
their present location and condition.
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1.11 Inventories (continued)

Redundant and slow moving inventory are identified and written down to their estimated net realisable values estimated by
management. Inventories are written down according to their age, condition and utility. Differences arising on the measurement
of such inventory at 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 inventory arising from an increase in net realisable
value or current replacement cost is recognised as a reduction in the amount of inventory recognised as an expense in the
period in which the reversal occurs.

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

Change in accounting policy was done in the 2020 financial year from weighted average cost to first in first out basis.
Water Inventory

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

The basis of determining the cost of water purchased and not yet sold at statement of financial position date comprises all
costs of purchase, cost of conversion and other costs incurred in bringing the inventory to its present location and condition,
net of trade discounts and rebates. Water is valued by using the weighted average method, at the lowest of purified cost and
net realisable value, insofar as it is stored and controlled in reservoirs at year-end.

1.12 Impairment of cash-generating assets

The municipality assesses at each reporting date whether there is any indication that an asset may be impaired. If any such
indication exists, the municipality estimates the recoverable amount of the individual asset.

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

The best evidence of fair value less cost to sell is the price in a binding sale agreement in an arm's length transaction, adjusted
for the incremental cost that would be directly attributable to the disposal of the asset.

The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its value in
use.

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived from the
continuing use of an asset and from its disposal at the end of its useful life.

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 loss.

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

An impairment of assets carried at revalued amount reduces the revaluation surplus for that asset. The decrease shall be
debited directly to a revaluation surplus to the extent of any credit balance existing in the revaluation surplus in respect of that
asset.

An impairment loss is recognised for cash-generating units if the recoverable amount of the unit is less than the carrying
amount of the unit. The impairment loss is allocated to reduce the carrying amount of the assets of the unit, pro rata on the
basis of the carrying amount of each asset in the unit.

A 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 amounts of those
assets are estimated.
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1.12 Impairment of cash-generating assets (continued)

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

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

Designation

At initial recognition, the municipality designates an asset as non-cash-generating, or an asset or cash-generating unit as cash-
generating. The designation is made on the basis of a municipality's objective of using the asset.

The municipality designates an asset or a cash-generating unit as cash-generating when:
. its objective is to use the asset or a cash-generating unit in a manner that generates a commercial return; such that
. the asset or cash-generating unit will generate positive cash flows, from continuing use and its ultimate disposal, that
are expected to be significantly higher than the cost of the asset.
An asset used with the objective of generating a commercial return and service delivery, is designated either as a cash-
generating asset or non-cash-generating asset based on whether the municipality expects to use that asset to generate a
commercial return. When it is not clear whether the objective is to use the asset to generate commercial return, the municipality
designates the asset as a non-cash-generating asset and applies the accounting policy on Impairment of Non-cash-generating
assets, rather than this accounting policy.
Administrative/owner-occupied assets

It is accepted that all administrative assets, for example, vehicles, office equipment/furniture, plant and machinery, computer
equipment and administrative land and buildings are non-cash generating assets as they do not generate any return.

Infrastructure assets

Infrastructure assets can be divided into five main groups, roads, water, electricity, sewer and waste management. Roads do
not generate any return and is therefore categorised as non-cash generating assets.

Water and electricity infrastructure assets in the municipality generate a return in the form of water and electricity service
charges. These returns are not considered to be commercial returns for the following reason:

e These levies are determined annually based on:

- the funds required as per the budget; and
- the fees set by ESKOM and NERSA

e The budget is prepared to meet the objective of the municipality as set out in the IDP and SDBIP;

e The objectives of the municipality set in the IDP and SDBIP is to deliver services to the community and not to generate a
commercial return.

Water and electricity infrastructure assets are non-cash generating assets.

Waste management do generate a return in the form of a fee charged at landfill sites for the disposing of household waste
when the load is of a certain size.

These landfill sites are however management to project heath, well-being and the environment by providing the facility to safely
dispose of household waste. Landfill sites are treated as non-cash generating assets.

Community assets

Community assets are all categorised as non-cash generating assets even if some of these assets, for example, swimming
pool, community hall or cemeteries generate a return. The return generated by these assets is small and immaterial in relation
to the cost of the assets and therefore is not considered to be a commercial return. In addition, all community assets are held
with the primary objectives of service delivery in the community, to uplift the communities and to stimulate and enhance
economic growth in the different communities.
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1.12 Impairment of cash-generating assets (continued)
Identification
When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired.

The municipality assesses at each reporting date whether there is any indication that a cash-generating asset may be
impaired. If any such indication exists, the municipality estimates the recoverable amount of the asset.

Irrespective of whether there is any indication of impairment, the municipality also tests a cash-generating intangible asset with
an indefinite useful life or a cash-generating intangible asset not yet available for use for impairment annually by comparing its
carrying amount with its recoverable amount. This impairment test is performed at the same time every year. If an intangible
asset was initially recognised during the current reporting period, that intangible asset was tested for impairment before the end
of the current reporting period.

Value in use

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived from the
continuing use of an asset and from its disposal at the end of its useful life.

When estimating the value in use of an asset, the municipality estimates the future cash inflows and outflows to be derived
from continuing use of the asset and from its ultimate disposal and the municipality applies the appropriate discount rate to
those future cash flows.

Recognition and measurement (individual asset)

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is
reduced to its recoverable amount. This reduction is an impairment loss.

An impairment loss is recognised immediately in surplus or deficit.
Any impairment loss of a revalued cash-generating asset is treated as a revaluation decrease.

When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating asset to which it
relates, the municipality recognises a liability only to the extent that is a requirement in the Standard of GRAP.

After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-generating asset is adjusted in
future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on a systematic
basis over its remaining useful life.

1.13 Impairment of non-cash-generating assets

The municipality assesses at each reporting date whether there is any indication that an asset may be impaired. If any such
indication exists, the municipality estimates the recoverable service amount of the asset.

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
cash-generating unit to which the asset belongs is determined.

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

The value in use for a non-cash generating asset is the present value of the asset's remaining service potential.

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between
knowledgeable and willing parties, less the costs of disposal.

If the recoverable 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 loss.

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised immediately in
surplus or deficit. Any impairment loss of a revalued asset is treated as a revaluation decrease.
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1.13 Impairment of non-cash-generating assets (continued)

A 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 loss does not exceed the carrying
amount that would have been determined had no impairment loss been recognised for the asset in prior periods.

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation is recognised
immediately in surplus or deficit. Any reversal of an impairment loss of a revalued asset is treated as a revaluation increase.

Designation

At initial recognition, the municipality designates an asset as non-cash-generating, or an asset or cash-generating unit as cash-
generating. The designation is made on the basis of a municipality's objective of using the asset.

The municipality designates an asset or a cash-generating unit as cash-generating when:
. its objective is to use the asset or a cash-generating unit in a manner that generates a commercial return; such that
. the asset or cash-generating unit will generate positive cash flows, from continuing use and its ultimate disposal, that

are expected to be significantly higher than the cost of the asset.

The municipality designates an asset as non-cash-generating when its objective is not to use the asset to generate a
commercial return but to deliver services.

An asset used with the objective of generating a commercial return and service delivery, is designated either as a cash-
generating asset or non-cash-generating asset based on whether the municipality expects to use that asset to generate a
commercial return. When it is not clear whether the objective is to use the asset to generate a commercial return, the
municipality designates the asset as a non-cash-generating asset and applies this accounting policy, rather than the
accounting policy on Impairment of Non-cash-generating assets.

Administrative/owner-occupied assets

It is accepted that all administrative assets, for example, vehicles, office equipment/furniture, plant and machinery, computer
equipment and administrative land and buildings are non-cash generating assets as they do not generate any return.

Infrastructure assets

Infrastructure assets can be divided into five main groups, roads, water, electricity, sewer and waste management. Roads do
not generate any return and is therefore categorised as non-cash generating assets.

Water and electricity infrastructure assets in the municipality generate a return in the form of water and electricity service
charges. These returns are not considered to be commercial returns for the following reason:

e These levies are determined annually based on:

- the funds required as per the budget; and
- the fees set by ESKOM and NERSA

e The budget is prepared to meet the objective of the municipality as set out in the IDP and SDBIP;

e The objectives of the municipality set in the IDP and SDBIP is to deliver services to the community and not to generate a
commercial return.

Water and electricity infrastructure assets are non-cash generating assets.

Waste management do generate a return in the form of a fee charged at landfill sites for the disposing of household waste
when the load is of a certain size.

These landfill sites are however management to project heath, well-being and the environment by providing the facility to safely
dispose of household waste. Landfill sites are treated as non-cash generating assets.
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1.13 Impairment of non-cash-generating assets (continued)

Community assets

Community assets are all categorised as non-cash generating assets even if some of these assets, for example, swimming
pool, community hall or cemeteries generate a return. The return generated by these assets is small and immaterial in relation
to the cost of the assets and therefore is not considered to be a commercial return. In addition, all community assets are held
with the primary objectives of service delivery in the community, to uplift the communities and to stimulate and enhance
economic growth in the different communities.

Identification

The Municipality classifies all assets held with the primary objective of generating a commercial return as cash-generating
assets. A commercial return means that the return charged by the entity is commensurate with the risk associated with holding
the asset and the asset is intended to generate positive cash inflows. All other assets are classified as non-cash-generating
assets.

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired.

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

Irrespective of whether there is any indication of impairment, the entity also tests a non-cash-generating intangible asset with
an indefinite useful life or a non-cash-generating intangible asset not yet available for use for impairment annually by
comparing its carrying amount with its recoverable service amount. This impairment test is performed at the same time every
year. If an intangible asset was initially recognised during the current reporting period, that intangible asset was tested for
impairment before the end of the current reporting period.

Value in use

Value in use of non-cash-generating assets is the present value of the non-cash-generating assets remaining service potential.

The present value of the remaining service potential of a non-cash-generating assets is determined using the following
approach:

Recognition and measurement

If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable service amount. This reduction is an impairment loss.

An impairment loss is recognised immediately in surplus or deficit.
Any impairment loss of a revalued non-cash-generating asset is treated as a revaluation decrease.

When the amount estimated for an impairment loss is greater than the carrying amount of the non-cash-generating asset to
which it relates, the municipality recognises a liability only to the extent that is a requirement in the Standards of GRAP.

After the recognition of an impairment loss, the depreciation (amortisation) charge for the non-cash-generating asset is

adjusted in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (if any),
on a systematic basis over its remaining useful life.
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1.14 Employee benefits
Short-term employee benefits
The municipality provides short term benefits, long term benefits and retirement benefits for its employees and councillors.

Remuneration to employees is recognised in the statement of financial performance as the services are rendered, except for
non-accumulating benefits which are only recognised when the specific event occurs.

The costs of all short-term employee benefits such as leave pay, are recognised during the period in which the employee
renders the related service.

Leave pay

Liabilities for annual leave are recognised as they accrue to employees. The liability is based on the total accrued leave days at
year end and is shown as an accrual in the statement of financial position.

Bonus provisions

The municipality recognises the expected cost of bonuses as a provision only when the municipality has a present legal or
constructive obligation to make such payment and a reliable estimate can be made at reporting date.

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 allowance, 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
has been used to value the liabilities. Actuarial gains and losses on the long-term incentives are accounted for through the
statement of financial performance.

Post-employment benefits: Defined contribution plans

A defined contribution plan is a plan under which the municipality pays fixed contributions into a separate 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.

Post-employment benefits: Defined benefit plans
A defined benefit plan is a plan that defines an amount of benefit that an employee will receive on retirement.

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 defined benefit obligation is
calculated using the projected unit credit method, incorporating actuarial assumptions and a discount rate based on the
government bond rate. Valuations of these obligations are carried out by independent qualified actuaries regularly, as may be
required for