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|  CHAPTER1 |

| COMPONENTA: MAYOR’S
| FOREWORD

The Municipality is the third sphere of government and its birth is guaranteed in chapter
seven of the Constitution of the Republic of South Africa. Besides the Constitution
there are also the Municipal Systems Act of 2000 (MSA) and the Municipal Finance
Management Act 56, 2003. (MFMA)

in chapter 12 of the MFMA sec.121 it gives municipal guidance as to how important
, the annual report is for a municipal entity and for each financial year. The annual
l report provides a record of activities, performances against the budget and the

|

|

| .

% T h I S Foreword of the Mayor
il

|

|

accountability of the local community for the decisions made throughout the year by
the Municipality and to reduce additional reporting requirements that will otherwise
arise from government departments, monitoring agencies and financial institutions.




—-- —reeeived-qualified-audit-opinions-for those respective financialyears

The council committed itself to work towards at the end of 2016. In the 2015/2016
financial year they decided on a turnaround strategy. This strategy was monitored and
evaluated regularly throughout 2016/2017 and 2017/2018. With great results. We

Page|g

In 2018/2019 the municipality faced severe financial challenges. This resuited in us
being unable fo achieve all our goals and objectives. It also led to us receiving a

“Disclaimer” from the Auditor — General.
Let us use this document as a toolkit for Council to guide us to achieve the ultimate

audit outcome.
| want to thank everybody for their selfless efforts and hard work in finalising this report

and their dedication to make this municipality a proud organisation, a workplace of
excellence.

Thank You.

Signed by

Cllr MM Louw
Mayor: Kai Garib Municipality
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COMPONENT B: EXECUTIVE
SUMMARY

MUNICIPAL MANAGER'S OVERVIEW

This document sets out Kai !Garib Municipality’s annual operational performance
which includes the key municipal output, plans and priorities of the previous financial
term of office. The plan operationalizes key elements of municipal action localising
resource contributions of national, provincial and district support as well as basic
needs outlined development plans within a rolling 5-year implementation cycle. The
mere questions are: What s received-and How much is spent together with What must
otill be done? This Annual Report of 2018/19 is not & stand-alone document and has
to be read in conjunction with a host of other strategic documents regarding areas
surrounding the three major towns: Keimoes, Kakamas and Kenhardt together with
Augrabies as an economic grthh corridor not to exclude Riemvasmaak (Vredesvallei

& Sending). The purpose of this reporting document is to enhance sectoral project

—
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by mr g omm—

Sanitation Services

° Feasibility studies taking place to develop Waste Water Treatment plants for
Kakamas, Keimoes and the surroundlng areas.

) Regular maintenance on sewerage pump statlons to avo:d sewerage spillages.
. Monthiy monitoring of oxidation pond’s effluent quality.
Solid waste

. Legalizing of Solid Waste Sites

. Operating sites according to conditions of permits
. Refining of waste removal program
. Cleansing of residential areas and open spaces

. Initiate and support recycling activity in the area

. Implementation of Youth Jobs in Waste project to assist municipality by
monitoring and cleansing the landfill sites within the area

. Complete the registration of two landfill sites with the assistance of the
National Department of Environmental Affairs

. Budgeting for vacant positions for Landfill site personnel

. Registering our landfill sites with SAWS in terms of reporting the tonnages
received

. Training of Landfill site personnel

. Minimizing illegal dumping by converting open spaces into recreational areas

Roads, Parks and Storm water section

. Develop a maintenance program for the section in the municipality
. Reduce the amount of potholes in the municipality

. The rehabilitation of dirt roads

. The resealing of roads within the municipal boundary
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COMMENT ON ACCESS TO BASIC SERVICES:

Electricity: The municipality has an annual electrification program and the backlog
consists of informa! houses that have been built in the last two years. The backlogs
in the_Eskom_electricity supply_atea.are_submitted-into,the.Eskom.electriﬁcatinmplan

annually.

Refuse removal: All households in the urban area and rural settiements receive
the service.

Water: All households in the urban area or rural settlements are serviced by means
of a stand tap or a water tank nearby.

Sanitation: The backlog exists in the areas where informal houses were built.



1.4, FINANCIAL HEALTH OVERVIEW

, Thé_ngl-.lnic_ipﬁty isina I{igﬁfy ru.ra-l.i.area with hl_gt; ﬁnemployment. 78% of the total
valuation of the valuation roll comprises bona fide farmers, Residential 10% and
businesses 5%. Of the 6748 residential properties the Municipality only supply
electricity to 4085 properties. 2663 properties are supplied by Eskom. Only 1432
residential properties have a value in terms of the valuation roll of more than R100,
000. This statistics together with the fact that Kai !Garib Municipality is a one of the
geographically largest municipalities makes it difficult to manage and cash flow is

challenged.

COMMENT ON OPERATING RATIOS:

The variance for repairs and maintenance is low and can be attributed to cash flow
challenges as well as a shortage of suitable suppliers, specificaily to infrastructure

repalrs.

Finance charges are low as the municipality is not heavily indebted. Debt impairment

is not allocated yet.

COMMENT ON CAPITAL EXPENDITURE:

Currently the appointment of suitable contractors is a challenge. There are
challenges with the approval of MIG projects as well. EIA criteria for water and

sewerage projects delays registration.




1.5 ORGANIZATIONAL DEVELOPMENT
OVERVIEW

The organizational structure was approved by Council and continues to be amended
as the need arises. The organizational structure was approved to support efforts and

initiatives to enhance service delivery.

The Mayor aiso approved the Service Delivery and Budget Implementation Plan
(SDBIP) for 2018/2019. The SDBIP detalls the implementation of service delivery
and the budget for the financial year in compliance with the Municipal Finance
Management Act. The SDBIP serves as a contract between the administration,
Council and the Community, expressing the objectives set by the Council as
quantifiable outcomes that can be implemented by the administration during the
2018/2019 financial year. The SDBIP facilitates the process of holding Management

accountable for their performance.

The Performance Agreements of the Municipal Manager and Directors were signed
and placed on the website.

In terms of capacity building of employees, our Workplace Skills Plan remains a key
guiding document. The Work Skills Plan was drafted and submitted to LGSETA

timeously, in line with legislation.

l 1.6 AUDITOR GENERAL'S REPORT

The Auditor General’s report for the 2017/2018 financial year is included in this
report. Kai !Garib received a qualified audit opinion.

The Auditor General’s report for the 2018/2019 financial year was released in
November 2019 and is hereby attached to this report and can be found in chapter 6
of this report. Kai !Garib Local Municipality received a disclaimer of opinion.

A disclaimer of opinion is a statement made by an auditor that no opinion is
being given regarding the financial statements of a client.
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2 STATUTORY ANNUAL REPORT PROCESS |

Section 121(1)(2) and (3) of the Municipal Finance Management Act determines as
follows: “Every Municipality must for each financial year prepare an Annual Report.
The Council must within 9 months after the end of the financial year deal with the
Annual Report of a Municipality in accordance with section 128"

According to the above, the Annual Report process must correlate with what General
Notice 839 of 2011 reguires which states that the Annual Performance Reports
should be submitted for auditing two months after the end of the financial year. All
the other information to be included in the Annual Report must be submitted
concurrently with the Annual Financial Statements

In completing the Annual Report, it is imperative to ensure that there is alignment
between the Integrated Development Plan, Budget and Performance Management
System as these are the strategic documents of Council and in most instances are
forward-looking. The Annual Report gives a reflection on the backward-looking
approach to ascertain whether goals and objectives were achieved.

Draft Annual Report was tabled to Council in January 2020 and the report was
subsequently approved in March 2020. The report was discussed at the Municipal
Public Accounts Committee with recommendations made to Council.

The process of the Annual Report was finalized in April 2020 by way of submitting
the Annual Report to the Provincial Legislature. The Kai !Garib Local Municipality
complied with all legislative and legal requirements in the completion of this process.
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No | :

‘ = Activity | Timeframe

Consideration of next financial year's Budget and IDP process ptan. Except for
, [ the legislative content, the process plan should confirm in-year reporting
| formats to ensure that reporting and monitoring feeds seamlessly into the

Annual Report process at the end of the BudgetlIDP implementation period

3 Implementation and monitoring of approved Budget and IDP commences (In- May

| year financial reporting).
= 3 | Finalise the 4th quarter Report for previous financial year
| A Submit draft year 1 Annual Report to Internal Audit and Auditor-General
| 5 | Municipal entities submit draft annual reports to MM -
. 6 Audit/Performance committee considers draft Annual Report of muniéi";;ali-ty
i and entities (where relevant)
| g | Mayor tables the unaudited Annual Report
| i _ Avqust

Municipality submits draft Annual Report including consolidated annual ugus
! 2 financial statements and performance report to Auditor General
i T Annual Performance Report as submitted to Auditor General to be provided
" as input to the IDP Analysis Phase

Auditor General audits Annual Report including consolidated Annual Financial September —
.r 1 | statements and Performance data October
| - -
i 12 | Municipalities receive and start to address the Auditor General's comments
|' 13 Mayor tables Annual Report and audited Financial Statements to Council
|F complete with the Auditor- General’s Report November
| 14 | Audited Annual-Report is made public and representation is mvnted
| 15 | Oversight Committee assesses Annual Report
! 16 | Council adopts Oversight report i
I : ;
I 17 | Oversight report is made pubilic December
: 18 | Oversight report is submitted to relevant provincial councils

Commencement of draft Budget/ IDP finalisation for next financial year, N

19 January

Annual Report and Oversight Reports to be used as input

|
|
|




GOVERNANCE

COMPONENTA: POLITICALAND
ADMINISTRATIVE GOVERNANCE

In terms of chapter 3 (18) of the Municipal Structures Act 117 of 1998

(1) Municipalities must have a municipal council
(2) A municipal council must meet at least quarterly

(3) A municipal council should consist of a number of councillors determined by the MEC of
local government in the province concerned by notice in the Government Gazette

(4) A municipality has the power to designate councillors determined by the MEC for Local
Government as a full time MEC. An MEC’s determination must be in accordance with a
policy framework as determined by the Minister after consulting the MEC for local
Government.

Section 152 of the constitution Act 108 of 1996 (1)
(2) A municipal council must annually review
(a) The needs of the community

(b) Its priorities to meet those needs

(c) Its process for involving the communities

(d) Its organisational and delivery mechanism for meeting the needs of the community
and
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| (e) Its overall performance in achieving the objectives referred in sub-section 1.

i Kai !Garib Municipality has 18 councillors and it has 10 wards. Ten of the 18 councillors are
ward based, the rest are proportional representatives.The Mayor is a non- executive Mayor.

- - ————The nature of governance-within the Local- Municipality-is-such-that it-is-spread-across
| political and administrative governance.

i The Political Governance Structure deals with the political governance of the Local
Municipality through Political Office Bearers; Council and Committees.

The Council performs both a legislative and an executive function. The Council plays a very
| active role in the operations of the Kai !Garib Municipality.

i The municipality operates on an Executive Committee system, with the Mayor being the
| Chairperson of the Executive Committee.
airp

Photos POLITICAL STRUCTURE ’
Function i
MAYOR The Mayor is the chairperson of
the Executive Committee, He

ceremonial functions, and
exercises the powers delegated to
the Mayor by the municipal
Council or Executive Committee

Ensure the orderly flow of

business, provide the council with

(Cllr D Fienies) political leadership and strategy.
Preside over meetings of the
council. Identify training needs of
councillors and address them.

I
(LURMPORouw) performs the duties, including any "
|
I
SPEAKER ‘




CHIEF WHIP The Chief Whip bears the
leadership responsibility of
motivating, advising and instilling
discipline among all members.

(Cllr VW Sacco)

e M

EXECUTIVE COMMITTEE
(Chaired by the Mayor)

|
|
(Clir WD Klim - ANC and Cllr C i i
Markgraaff - DA) The Council established an

Executive Committee comprising | |
of 3 members. The Mayor in |
conjunction with the council |
decides when and where the

EXCO meets. It is composed in
the following way: ANC 2 seats | |
and DA 1 seat

|
Meetings held
TYPE OF MEETING MONTH TOTAL
Council Meetings 1 July 2018 - 30 June 2019 q
Executive Committee 1 July 2018 — 30 June 2019 7
Meetings

The entire council comprises the following members:

— e

=
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NAME : WARD | PROPORTIONAL PARTY
1 No

D Jaar
2 No
BB Kordom
L 5 R
BM Bock
L=< " 4 No
i
PA Thomas
5 No
MA Papier




[} No

7 No
NJ Snyders

8 No
DW Fienies

9 "No

10 No

WD Klim




PR Yes
PR Yes
J de Klerk
PR Yes
ﬁ\‘ " .”
- -
N
L/_
C Kruger
PR  Yes =
C MaanO[p ONE NATION. ONE FUTURR
" PR Yes

MY Basson




|}

PR | Yes COMMUNITY FORUM |

|
|
EK Strauss
|
i

PR Yes COMMUNITY FORUM

PR YES

g Vel

MO Marshall

The Council is led by the African National Congress (ANC) with ten (10) representatives,
five (5) representatives from the Democratic Alliance (DA), two (2) from the Community
Forum (CF) and one from the EFF.

The following Section 79 commiiteeshave been established:
Committee for Financial Management
Committee for Public Participation & Good Governance

Committee for Infrastructure Development

Committee for Local Economic Development

Committee for Institutional Development

The Executive Committee and Council

Committee for Municipal Public Accounts (MPAC)
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(Members of the MPAC:

‘ Municipal Public Accounts Committee (MPAC)

MPAC is established in terms of section 79 of the Municipal Structures Act and performs an

: oversight function on behalf of Council and is not a duplication of other committees of
‘ Council, such as the Finance Committee or the Audit Committee,

The primary functions of the MPAC are as follows:

| i.  To consider and evaluate the content of the Annual Report and to make
‘ recommendations to the Council when adopting an oversight report on the Annual

Report.

! ii.  To examine the financial statements and audit reports of the municipality and in so
‘ doing, the committee must consider improvements from previous statements and
reports and must evaluate the extent to which the Audit Committee’s and the Auditor

General’s recommendations have been implemented.

Members of the Municipal Public Accounts Committee (MPAC) for the year under review

were:
a) ClIr Brenda Bock (ANC) Chairperson
b) VW Sacco (ANC)
c) D Jaar (ANC)
d) EK Strauss (CF)

e) MY Basson (DA).

J Adhoc committees for specific items are also established, like Local Labour Forum,
, Council/Administration Committees for Housing and Finance. Etc.

‘ A complete administrative calendar is attached at Appendix B.

2.2 ADMINISTRATIVE GOVERNANCE

Administrative Governance Structures

Administrative Governance Structures, on the other hand, focuses on the administration and

management of the Municipality. This is vested in the Municipal Manager who is the




Accounting Officer. The Senior Management Team comprising of Directors who assists the
Municipal Manager. The Municipal Manager is tasked with the establishment, development

and management of sound and effective municipal administration.

In terms of the MEMA s 60(b) The municipal manager of a municipality is the accounting
officer of the municipality for the purposes of this Act and must provide guidance on
compliance with this Act to political structures; political officer bearers, and officials of the

municipality and any entity under the sole or shared control of the municipality.

In accordance with the MFMA s 61 (1)

The accounting officer of a municipality must —

(a) Act with fidelity, honesty, integrity and in the best interests of the municipality in

managing its financial affairs;

(b) disclose to the municipal council and the mayor all material facts which are available to
the accounting officer or reasonably discoverable, and which in any way might influence the

decisions or actions of the council or the mayor; and

(c) seek, within the sphere of influence of the accounting officer, to prevent any prejudice to

the financial interests of the municipality.

The Administrative Governance Structure of Kai !garib Municipality is as follows:

—




TOP ADMINISTRATIVE

STRUCTURE . |

Function

|

The Municipal Manager heads the ‘

g 'MUNICIPAL MANAGER administration of Kai !Garib |

A it ,r . 5 T ~ Municipalily and provides the link :!
‘ ' \§ ] r1G de Waal) between the political and ‘

| ‘ ] administrative arms of the i

B Municipality ;|

|‘ He has administrative control over ‘
Strategic services, Internal Audit & i
i Risk Management, Performance :I
Management, Health and Safety and |::
Local Economic Development. |

DIRECTOR: CORPORATE SERVICES Responsible for the following
functions : Legal Services, Secretariat, !l

(Adv. RS Neethling) Public safety and Human Resources |

DIRECTOR: TECHNICAL SERVICES Responsible for all Water, Sanitation,
(ACTING) Technical, Parks, Electricity and Roads ‘

Services of the Municipali
(Mr J. Mac Kay) SICIRELY |




Bl DIRECTOR: FINANCE (ACTING)

(Mrs. AF Beukes)

Responsible for the financial
administration of the municipality, as
prescribed by legislation

"L W@ DIRECTOR: PLANNING AND
..-.lF 23S }'“ DEVELOPMENT

74*&,‘: (Mr J Mac Kay)

' A\
|
|

|

Render a comprehensive function
regarding town planning and
development, the spatial development
framework, local economic
development opportunities, property
transactions, nature conservation
projects, valuations and building
control functions within the
jurisdictional boundary of the
Municipality.

The Municipal Manager assisted by his Directors is responsible for Corporate Governance of the

I. Local Municipality. This entails Risk Management, Anti-Corruption and Fraud, Internal Audit,

Supply Chain Management, Oversight Committees, etc.

} The Municipal Manager is the head of the Municipal Administration Subject to the policy directions

| of the Municipal Council, the Municipal Manager is responsible and accountable for the formation

‘ and development of an economical, effective, efficient and accountable administration.

: The Municipal Manager must make sure the administration is equipped to implement the Local

Municipality’s Integrated Development Plan, that it operates in accordance with the Local

Municipality’s Performance Management System, and that it is responsive to the needs of the local

community.

|

i
!
)



The roles and responsibilities of the Municipal Manager are comprehensively set out in
Section 55 of the Municipal Systems Act and respoensibilities of the Municipal Manager as an
Accounting Officer is set out in Chapter 8 of the Municipal Finance Management Act, 56 of
2003.

The Local Municipality has an administrative arm, headed by the Municipal Manager and is

assisted by Directors who report directly to him.

MrilGA De Waal

Municipal Manager

i) lac Kay

s, RS Neethling

Director Corporate
Services

Mrs AF Beukes Director

Otrector Planning and
Financial Services

Development/Technical

Services

e ——— — - - ——



| COMPONENTB:
| INTERGOVERNMENTAL RELATIONS |

| Intergovernmental Relations [IGR] are interactions among Government stakeholders. These
interactions include Government Departments, District Municipalities and the Local
Municipality. IGR is a system of institutional co-opérau'on that addresses relations of equality

and interdependence as per the Constitution.

IGR provides insight by assessing the strengths and weaknesses of stakeholders. It also works

—— =

as an oversight function on governmental roles and service delivery across all governmental

spheres.

Constitutional Framework for Government in South Africa

The Constitution states that "government is constituted as national, provincial and local
spheres of government which are distinctive, interdependent and interrelated.” The
"distinctive" element reflects that each sphere exists in its own right; it is the final decision-

maker on a defined range of functions and is accountable to its constituency for its decisions.

e

Municipalities in the Local to discuss and consult each other on matters of mutual interest,

The role of a Local Intergovernmental Forum is to serve as a consultative forum for the Local
including-

a) Draft National and Provincial policy and legislation relating to matters affecting Local
Government;

b) The implementation of National and Provincial policy and legislation with respect to such
matters in the municipality;

¢) Matters arising in the Premier’s Intergovernmental Forum affecting the municipality;

d) Mutual support in terms of section 88 of the Local Government: Municipal Structures
Act, 1998 (Act No. 117 of 1998);
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e) The provision of services in the municipality;
f} Coherent planning and development in the municipality ;
g) The co-ordination and alignment of the strategic and performance plans and priorities,

objectives and strategies of the Municipalities; and

1. Any other matters of strategic importance, which affect the interests of the
Municipalities.

2. A Local Intergovernmental Forum may refer a matter arising in the forum to-

a) The Premier’s Intergovernmental Forum; or

b) Any other Provincial Intergovernmental Forum established

A financial year consists of 4 quarters of which the Technical IGR and Political IGR are

required to sit each quarter to comply with the Framework

Any IGR’s key task is to provide a platform where stakeholders interact, share information,
challenges and consult among one another. The IGR is the key driver of activities across all
organs of state and is crucial when it comes to coordinate activities and executing them.
Currently, the IGR has been a useful avenue when it comes to service delivery in Local
Municipalities and other Stakeholders and it also serves to keep each and every Stakeholder

abreast of the state of service delivery within the municipality.

The benefits of sound Inter-Governmental Relations at the Local level ensure that issues or

challenges are resolved efficiently to ensure a cost-effective service to the community.

Act 117 of 1998 which is the Municipal Structures Act states in Section 84 (a) that a District
Municipality is responsible for integrated development planning for the district municipality
as a whole including a framework for integrated development plans for all Municipalities in

the area of the district.

Kai !Garib Municipality is a non-delegated municipality and reports monthly and quarterly to
National Treasury. During the year there are various meetings attended with National

Treasury.

The District Intergovernmental Forum is a legislative structure constituted to ensure that the
three spheres of government operate smoothly. Local municipalities along with sector
departments meet on a monthly basis to discuss, share and address issues raised during the

course of operation.

.

|
|
|




COMPONENTC:PUBLIC
ACCOUNTABILITYAND

~~ PARTICIPATION

i. Introduction

The Municipal Systems Act 32, 2000 (Act No. 32 of 2000) mandates Municipalities to
review Integrated Development Plans (IDP’s) annually in accordance with an assessment of

its performance measurements.

The Integrated Development Plan is therefore defined as a: “principal strategic planning
instrument which guides and informs all planning and development, and all decisions with
regard to planning, management and development, in the municipality” Municipal Systems

Act 32, 2000, Chapter 5 Section 35 1(a).

Integrated Development Plan plays a pivotal role in informing all planning processes of the
other spheres of government (National and Provincial) as well as all state-owned enterprises,
which implies a dire need for joint and coordinated effort by these parties in the IDP
development processes. It is therefore essential that IDP must be formulated in accordance
with a business plan, detailing roles and responsibilities, time frames and cost estimates, to

ensure that the Integrated Development Plans gives effect to the Constitutional mandate.

ii. IDP Process Plan

Section 21 of the MFMA requires the Mayor to table a time schedule that sets out the process
to draft the IDP and prepare the budget, ten months before the start of the new financial year.
The council subsequently approved a process plan and commenced with its implementation.

The process plan was adopted during the month of August 2018.




ili. IDP Representative Forum Meetings

Subsequent, to the above mentioned, public meetings were held under the supervision of the

Mayor and councillors at various venues across the municipal areas where inputs were

received from the communities residing in the Kai !Garib municipal area. Many of these were
general comments, some specific requests, all of which were noted. The draft documents
were distributed to all municipal service points and published on the Municipality’s website

requesting written inputs. All this was conducted in line with current legislation.

We communicate via our local newspaper and by making use of a loud hailing system within
our communities. Communication is also exercised through the use of Community

Development Workers, Ward Committees as well as information sessions.

The IDP Representative Forum is responsible for:

* Provide an organizational mechanism for discussion, negotiation and decision making

between stakeholders.
®» Itrepresents the interest of their constituencies in the IDP process.
* Monitors the performance of the planning and implementation process.
* Comoprises of the Mayor, Councillors, Municipal Manager, Directors, representatives

of various sectors, NGO’s, Government Departments and specialized community

members.

iv. Public Participation
During the engagement sessions Communities were expected to indicate what services they

required from the Local Municipality.

Communities indicated the following suggestions and concerns during the public

participation process:
" Tarred roads are in a terrible state
" Sports ground is in a terrible state. The Municipality is called to attend to that
* Demand for bins in strategic locations in town and suburb
* Concerns were raised about the lack of finances to the Budget - What is put in place

to address this?
= Can the Council help people with wire and poles for fencing, or subsidize the
acquisition, since people spoil the cemeteries by taking fences from the graves
= Service Delivery in Kanoneiland is not sufficient
= Where are the development for young people?

e e

|
f




' » Suggestion was made to use students who had matriculated, for the EPWP, to get
‘ work experience, as it is only for short periods (three months).
»  An appeal is made to the Council, not to come to the community as an incomplete
panel
. | = AppeaLis_made_to_Council.to.ﬁnd.ways.ta_motivate_people-to_pay_their_ser.vices I
‘ » Request that the final budget must be given to all

‘ v. Compliance

I « Draft IDP 2018/19 was approved on 31 March 2018.
| « A final IDP was then tabled to Council on 28 June 2019 to accommodate
changes that were made in the budget.
= Chapter 6 of the IDP outlines the linkage between the Local Municipality’s
strategic objectives and its long terms goals that find expression in the
implementation of the Key Performance Indicators

vi. Challenges

= Poor attendance of IDP Rep Forums meetings

= Sector Departments did not submit their projects

= A clear link needs to be cemented between the IDP and SPLUMA compliant
SDF as the latter is key in promoting desirable land use within the
municipality ( SDF needs to be reviewed)

2.5 IDP PARTICIPATION AND ALIGNMENT

——— e ——— ——

Does the municipality have impact, outcome, input, output indicators? Yes

Does the IDP have priorities, objectives, KPIs, development strategies? | Yes

B

Does the IDP have multi-year targets? Yes
!- Are the above alighed and can they calculate into a score? Yes
; Does the budget align directly to the KPIs in the stfategic plan? Yes
Do the IDP KPIs align to the Section 57 Managers Yes

Do the IDP KPIs lead to functional area KPIs as per the SDBIP? Yes
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Do the IDP KPIs align with the provincial KPIs on the 12 Outcomes Yes

Were the indicators communicated to the public? Yes

_Were.-the_four quarter aligned_reports.submitted within_stipulated time.__| Yes
frames?

2.6 WARD COMMITTEES

The Local government legislations made a provision for local authorities to establish a
system of participatory democracy at the local level in the form of Ward Committees. Ward
Committees were introduced in municipalities as community structures to play a vital role in
linking and informing the municipalities about the needs, aspirations, potentials and problems
of the communities. They were established to form the bridge between local municipalities
and communities by facilitating proper communication. By working directly with the
Municipality, ward committees, serve as a cord which articulates the new system of local
government to the majority of the people, more especially to previously disadvantaged
communities. Ward committees have an important role to play in actively taking part and
determining core municipal business such as Integrated Developmental Planning, Budgeting,
Municipal performance management process, without which democracy cannot be said is
rooted among the people. Ward committees are a creation of legislation, the Municipal

Structures Act, giving effect to the Constitution of the South Africa.

Ward committees have dealt with a variety of community needs, problems and aspirations at

ward level. The major issues among others were housing challenges, road infrastructure,

water and electricity

Ward Committees serve as a communication link between the Municipality and the
community. Ward Committees have been the focus of considerable attention by the
government as well as civil society, with substantial investment already made in an attempt to
ensure that these structures have the necessary capacity and resources required for them to

fulfill their envisaged roles as the “voice” of communities

The establishment, training and function of the Ward Committees are based on the following

laws and regulations:




= The Constitution of the Republic of South Africa Act (Act No.106 of (1996),
» The Local Government: Municipal Structures Act (Act No. 117 of 1998)

= The White Paper on Local Government

’|

l » The Local Government: Municipal Systems Act (Act No. 32 of 2000);
s Regulations in terms of Section 75 (2) of the Local Government: Municipal Structures

|

Act, 1998 (Act No 117 of 1998 as amended in 2008).

» The National Framework: Guidelines for Provinces and Municipalities in the
Implementation of the Ward Funding Model, (Notice 364 of 2009).

» The Nation Framework: Criteria for Determining Out of Pocket Expenses for Ward

Comumittee

= Members (Notice 973 of 8 October 2009)

Establishment of Ward Committees

Ward Committees have been established in all our wards

Status of Ward Committees

Kai! Garib: All wards commitees are functional except ward 10
The Ward Committee members receive a stipend of R500 every month.
CHALLENGES ENCOUNTERED

= Budget not sufficient to reach departmental objectives and goals

= The geographical vastness of the area




———e e e —I

COMPONENT D: CORPORATE
_GOVERNANCE

2.7 RISK MANAGEMENT

The Kai !Garib Local Municipality recognizes Risk Management as an integral part of
responsible Management within the organization that must be implemented in an integrated

manner within all departments, operations and processes with the overall objective of

reducing risk, as far as reasonably practical.

The Risk Management Unit resides within the sphere of the Municipal Manager and is
responsible for the coordination of all Risk Management activities. The Risk Management

Unit supports the achievement of objectives and reduces the chance of serious errors

occurring.

The principal purpose of the Risk Management Unit, where available, is to facilitate, support
and advise line management and employees in relation to the management of risk. It is not

their responsibility to manage risks identified within a service. The management of risks is a

Line Management function and responsibility,

A top-down view is taken of the Local Municipality so as to better understand the
environment within which the Local Municipality operates, in developing our understanding

of the various activities of the Local Municipality.

The MFMA S (62} (i) (c) requires a municipality to have and maintain an effective, efficient
and transparent system of risk management. Kai !Garib Municipality has had three Risk
Management Workshops in conjunction with National Treasury in which the entire upper,

middle and lower management were involved.

The post for Risk Management was filled during April of the 2013/14 financial year and the
municipality also appointed a Risk official during the 2014/15 financial year.

A complete risk assessment was done at the beginning of the 2014/15 financial year. All the

policies and charters were approved and implemented. The Risk Management Committee has

——————

e e —————— — —
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been established and consists of all the directors of the municipality as well as an external

Chairperson. Risk follow ups were completed for quarter four and all the reports were

timeously submitted to the Municipal Manager, Internal Auditor and the Audit Committee.

~—All exceptions raised by internal audit were resolved for 2015/16 within this department. The

Risk Committee chairperson was appointed during the 2015/2016 financial year.

The table below represents the Strategic Risk Register:

Existing Controls

responsive to the

Inherent
Risk description Cause Effect (Impact) Risk
(L,M,H)
Inability to deliver Poor conditions of MFMA section 139
core Municipal equipment &
Services over a short | machinery Sec 139 of the
to medivm term constitution
Ageing infrastructure
Community
Incompetent and protests
skilled workforce
Lawsuits
Organizational Vacancies at critical Compromised
structure not positions service delivery

Ad hoc in-house maintanance
of equipment & machinery

Replacement of infrastructure
such as pipes, pumps and
water plants equipment
Upgrading, for example the
water purification plants

Training interventions such
as water quality management
services

Appointment of personnel to i
act in vacant critical positions

Processes to review the
organogramme commenced
in 2017

execution of Inadequate provision
constitutional of functions/positions
mandate in the current
organogram
Lack of credible Poorly designed Non achievement
strategic planming objectives (not of performance
instruments SMART) targets
Non consideration of Compromised
resources financial
sustainability

Inadequale Public
participation processes

No controls for SMART
principle and allocation of
resources during planning
processes

Public participation processes
extended to settlements and

E

not only wards

_




Regular MPAC, Audit 11

Lack of Ineffective Non compliance
accountability and administrative & with applicable Committee and EXCO |
consequence political oversight legislation & meetings |
management prescripts |
Poor Troika meetings between the | |
administrative/politica Mayor, speaker and senior i
interface —————— managemen ‘
: |
Non implementation Audit action plans |
of recommendations =
from oversight I
structures I
Perceived political |
, interference [
| |
| e . e athos. ]
! Lack of Financial Ineffective Financial distress Annual updating of indigent |
, Sustainability administration of Section 139 of register [
i- indigents MFMA |
| Debt collection unit
! Ineffective measures
r| to ensure that the {No control over grant I
| KGLM meets financial dependancy and unfunded |
ll obligations budget) [
|| Poor revenue [
I Inanagement |
| |
ir Dependency on grants ]
i = Unfunded budget : [ l
[ Occurrence of Inability to remain Unfavorable audit No controls I
[ Unauthorised, within the allocated opinion r
Irregular and budget
| Fruitless & wasteful Non compliance j
| expenditure Non compliance with | with applicable
I SCM processes prescripts f
J Poor & improper f
[ planning within '
’ Departments ‘
| Late payments to I
| suppliers J
l
| Political interference |
| - [
i Asset regisier may Over/under stating of | Unfavorable audit Annual physical asset | [
| not be credible assets in the AFS opinion verification for fixed assets ‘
! Reclassification of ) Quarterly physical asset |
| prior year figures Medium verification for movable [
| assets |
| Incorrect disclosures |
! Utilization of a Data logger
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No controls

Business continuity Poor ICT Repufational
infrastructure damage

Disruption of
SErvices

Recognizing that the working environment and organizational culture are the most significant

factors that determine how much of a target for Fraud and Corruption an organization will be,
the Municipality, therefore, has adopted a prevention approach as it is about understanding
the internal and external risks coupled with regular analysis of the administrative
environment. Council adopted a Fraud Prevention Strategy and Plan as well as Fraud and

Anti—Corruption Policies.

These policies and plans create an enabling environment for the development and
establishing of anti-fraud culture within our institution. It aims to give assurance to the people
that Kai !Garib Municipality is serious in giving assurance to the workers and the people that
we enforce sound financial and public service principles. Through regular fraud risk
monitoring, the Municipality manages to enforce low to zero tolerance to risks and that
controls are being implemented. Consequently, responsibility is taken to avoid the negative

impact that possible Fraud may have on the institution and public service.

Annual and quarterly Fraud awareness sessions raise awareness levels within the institution.

In its combat against all forms of Fraud and Corruption, the Municipality aims to remain pro-

active in the fight against fraud.
The Institute of Internal Auditors defines internal auditing as follows:

«_.. an independent, objective assurance and consulting activity designed to add value and
improve an organisation’s operations. It helps an organisation accomplish its objectives by
bringing a systematic, disciplined approach to evaluate and improve the effectiveness of

risk management, control and governance processes.”

Kai 1Garib Municipality has a range of measures to prevent corruption, fraud and theft; these

are in sync with the national anti-corruption strategy.



The municipality approved its Fraud Prevention Policy on 28 June 2019, ‘

‘ According to section 6 of the policy the Internal Audit unit will investigate all complaints of l

fraud and corruption with the assistance of different Units/ Departments and individuals.

| All whistleblowers’ identities will remain confidential to prevent victimization. According to ‘
‘ section 7.3 of the policy, any action to cover up and or to retaliate against or victimize |
|

witnesses is strictly forbidden and constitutes punishable conduct within the municipality

2.9 SUPPLY CHAIN MANAGEMENT |

In accordance with Regulation (6)(2) (a) (i) of the Municipal Supply Chain Management

Regulations, we hereby submit the required report on the implementation of the Kai !Garib |
Local Municipality Supply Chain Management Policy for the period: 1 July 2018 — 30 June |
2019.

the demand of goods and services to their acquisitions, managing the logistics process and

|
|
Integrated Supply Chain Management aims to add value at each stage of the process — from [
I
finally, after use, to their disposal. In doing so, it addresses deficiencies in cusrent practice |rI

|

SUPPLY CHAIN MANAGEMENT POLICY ‘
MFMA 5110-119; SCM Regulations 2005; and relevant MFMA circulars set out required I

processes and guidance manuals to help ensure that SCM arrangements provide appropriate |

goods and services, offer best value for money and minimize the opportunities for fraud and

corruption. '

|
|
|’
j
} related to procurement and contract management,
|
|
|
‘ Supply Chain Management (SCM) is necessary to ensure a sustainable and accountable |
I supply chain that promotes black economic empowerment and local economic development. |
The drafting and implementation of both an SCM policy and procedures have ensure that the ‘
processes are fair, equitable, transparent, competitive, environmentally friendly and cost

effective, in accordance with the rules and regulation from the spheres of government.




The Supply Chain Management Policy was reviewed in accordance with Section 3(1)(b) of
the Municipal Supply Chain Management Regulation of 20035, and all requirements of the

Treasury guidelines were taken into account.

The municipality is currently operating a decentralized SCM unit and is in the process of
converting to a centralized structure, which will promote and enhance an open and fair
tendering process to all suppliers, regardless of the particular communication media that they

may have access to. This system will level the playing field for all suppliers.

The table on the following page reflects the tender register for 2018/2019:
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| Municipal Website: Content and Currency of Material

Documents published on the Kai ! Garib Municipal Website ::,s /
Current annual and adjustments budgets and all budget-related
documents YES
Ali current budget-related policies YES
The previous annual report 2017/2018 YES

| The annual report 2018/2019 to be published in 2020 Yes |
All current performance agreements required in terms of section
57(1)(b) of the Municipal Systems Act (Year 1) and resulting
scorecards YES

| All service delivery agreements 2018/2019 YES
All long-term borrowing contracts 2018/2019 YES
All supply chain management contracts above a prescribed value

'R100 000 for 2018/2019 YES
An information statement containing a list of assets over a prescribed

value that have been disposed of in terms of section 14 (2) or (4)
during 2018/2019 YES
Contracts agreed in 2018/2019 to which subsection (1) of section 33

 apply, subject to subsection (3) of that section YES
Public-private partnership agreements referred to in section 120
made in 2018/2019 N/A
All quarterly reports tabled in the council in terms of section 52 (d)
during 2018/2019 YES

"COMMENT MUNICIPAL WEBSITE CONTENT AND ACCESS:

L.

and it also serves as a mean

In terms of Section 75 (1) of the MFMA, Municipalities are required to place certain documents
on their website. The Kai !GaribLocal Municipality has a fully functional website that is

maintained and updated by the Communication Unit. The system has proven to be effective

of the website. The website consists of more than just legislative information, it shares
information about the functions of the Local Municipality, projects and means by which the

community can contact the Local Municipality.

s of providing evidence if required about the content management
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' ‘ The muniéi;')'ality has an up and running website which is updated as soon as new information

I becomes available and it is easily accessible through computers with internet access in all our ‘

' libraries. |

' l The website also serves as an information tool for the following:
| Updated news on municipal events {
| Updated copies of the Municipality’s publications |
i Updated pictures of events which took place

Details of policies and document reporting which took place for the financial year.

| The policies and procedures which governs the municipality can also be found on the website.

2.11 PUBLIC SATISFACTION ON MUNICIPAL
SERVICE

PUBLIC SATISFACTION LEVELS

—
.

satisfaction surveys.

Kai !Garib Municipality is a leader in client and customer service. We have a fully equipped

and fully staffed Call Centre which caters completely to needs of the community within our
municipal boundary. We have in our employ fully trained and equipped switchboard and Call

|
|
During the year under review, the Local Municipality did not engage on any public 'f
|
|
Centre operators. We agree and comply completely with the Batho Pele principles as set out l

—

by National Government. The Office of the Premier launched an initiative so as to instill the
principles within the employees as well as the community of Kai !Garib. These measures

include community feedback boxes through which members of the community may submit

processes.,

|l
f
1
1
1
|

their complaints as well as their suggestions directly to the council through specific |'




The Kai !Garib Municipality does not have an Oversight Committee, as there is a Municipal

Public Accounts Committee in place.

The formation of the Land Use Management By-laws was jdentified as one of the key points

towards the implementation of SPLUMA. Members of the public were given sufficient time

to provide comment, give input and obtain clarity on the by- laws.
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|
i'
|

SERVICE DELIVERY PERFORMANCE

The performance of the municipality is measured against key performance objectives and
indicators in the IDP and in this chapter an overview of the deliverabies achieved in the

delivery of basic services, local economic development, health, security and safety will be

addressed.

In order to ensure sustainable provision of Municipal services to all its residents, Kai !Garib
Municipality embarked on various projects that seek to improve the level of services. These
projects have also considered the eradication of backlogs and provision of basic services to

indigents, despite inadequate funding to address backlogs.

The municipality does not deliver any services through municipal entities.

COMPONENTA: BASICSERVICES

The continuous influx of people to the urban areas is putting severe pressure on the
municipality’s ability to provide services to an acceptable and sustainable standard. Backlogs
in housing, water, sanitation and electricity services are growing with the growth in informal

houses on non-serviced erven. Backlogs will be discussed in more detail in Chapter 5.

The municipality is the service provider for all basic services, except for electricity services,
where some of the rural parts of the municipal area are within the Eskom licensed area of
supply.

Several projects have been undertaken during the year to address backlogs and other needs

for basic service delivery and will be dealt with in more detail during this chapter.

‘
|




1

Legislation includes the Water Services Act 1997 and the General Enabling Act 2005

A number of the purification systems in the municipal area cannot meet the demand of the

areas concern.

The water purification plant at Kakamas was constructed during the 1980’s and has reached

its useful life span. The plant cannot meet the demands of the growing town.

Three plants are to be constructed in the near future to supply areas for the first time with

clean, safe drinking water.

Three plants were upgraded in the 2012/2013 financial year to meet the demand for potable

water in different areas.

During the year under review Kai !Garib upgraded the water networks in Cillie, Lutzburg,

Warmsand as well as Marchand.

Kai !Garib Municipality achieved an average Bluedrop score of 78% and is dedicated to

improve on the said score.

Many factors influence the water quality on a daily base. The root cause is the irregular
preventative and predictive maintenance on the water purification plants and supply systems
(cleaning of dams, reservoirs, filters, pipelines. At this stage reactive maintenance mode is

being utilized by the municipality (“run it till it breaks” maintenance mode).

Anot]?er important cause is the absence of monitoring programs that focuses on monitoring
the water quality every hour. The monitoring programs cannot be enforced at all the plants,
since there is an unavailability of water test kits. Lennertsville, Keimoes and Kakamas WTP
do water tests once per shift, but the rest of the plants do not have test kits and therefore do

not do tests.

Process monitoring and optimization as well as efficient use of treatment chemicals are also
factors that influence the water quality. In example, if the incorrect amount of a specific
chemical that removes particles in the water is dosed, the process of sedimentation (which is

the settling of these particles to the bottom of a tank) does not take place correctly and the
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‘ water will be unclear and full of dirt. This will result in a failure on the BDS system since the
|
laboratory will find these particles in the water samples.

| ——Summary of root causes:

¢ [Irregular maintenance (preventative, predictive) .

[| e Irregular water quality monitoring (due to the Iack of monitoring equipment)
: » Inefficient treatment chemicals usage ‘
| » Inefficient process monitoring and optimization '

Kai Garib has been identified by DWS as one of the municipalities in the Northern Cape that |

l requires an intervention regarding its drinking water quality. |

| The bulk of water in the municipal area is used for domestic use, as there are very few

industries in the municipal area. f

A household is categorised according to its main access to water, as follows: Regional/local
water scheme, Borehole and spring, Water tank, Dam/pool/stagnant water, River/stream and
other main access to water methods. No formal piped water includes households that obtain J

water via water carriers and tankers, rain water, boreholes, dams, rivers and springs. ’

.
r| Kai !Garib Local Municipality had a total number of 8 480 (or 44.46%) households with |
[ piped water inside the dwelling, a total of 7 910 (41.49%) households had piped water inside |
’ the yard and a total number of 1 460 (7.64%) households had no formal piped water.
| |
|
|
|
|
|

When looking at the water backlog (number of households below RDP-level) over time, it |
can be seen that in 2007 the number of households below the RDP-level were 4 830 within I
Kai !Garib Local Municipality, this decreased annually at -11.12% per annum to 1 490 in

2017.

Water Provision !

i Kai !Garib Local Municipality has 3 bulk treatment plants, namely Kakamas, Keimoes and |
| Lennertsville bulk treatment plants and has 10 package plants, with some settlements getting J
i transported purified water. The Kakamas, Keimoes and Lennertsville Treatment Plants run at ‘I
r 100%, 70% and 51% capacity respectively during peak times of the year. Whilst all small

i package plants run at their optimum (beyond design) capacity. The fact that our treatment |

plants run at their optimum capacity brings a problem of reduction in the mechanical utilities




design life span thus it results in an increase in operational cost, work load, reduction in
service delivery and most importantly less service developments not forgetting its treatment
efficiency. Adding to the above said, the utilities used are not of the latest technology which

leads to the scarcity of repair material and increase in repair costs.

The Water Treatment Plant in Kakamas is of such a nature that it may fail at any time and this
will have devastating effects on the community and the municipality. This particular plant is
below the flood line and beyond its life span which pose great challenges. The cost of
establishing a new plant is calculated at +/- R 80 million. The municipality is unable to do
this on its own and MIG allocations are too small to address this emergency situation. The
funding for the feasibility studies have been allocated through the Regional Bulk
Infrastructure Grant.

Although the plants are running at full capacity as mentioned above, all of the settlements
within the municipality still has a shortage of clean drinking water and limited or no access to
clean drinking water. The Eksteenskuil Islands which are situated in Ward 8 have no access to
clean drinking water and areas like Blaauwskop, Bloukamp, Eenduin, Loxtonvale, and Mc
Taggers Camp are provided by water through water trucks. The newly developed plant in
Vyebos brought relief to some of the communities adjacent to plant due to the restricted
service area. A construction process is underway to upgrade the water purification plant in
Bloemsmond which will extend its supply to McTaggers Camp as well. This plant will also
assist with the transport of water to Blaauwskop and the 50hectar (Plangeni) as it is closer to
those areas. This phenomenon of transporting water to settlements brings a threat to the
municipality in terms of transport costs and also poor service delivery since we only have one

water truck and we have to transport water with two Jo-Jo tanks strapped unto a refuse truck.

Borehole Pump Operators of Kai !Garib have been trained to improve the demand for
additional water sources. Training for these Operators were provided by the Department of

Water and Sanitation during 2018 and additional efforts of this nature will continue.

The IDP envisions providing water on all stands on standard (yard connection) and this is a
standing item on the IDP and on the Budget. As the municipality aims to deliver services of
good quality to its community and ensures that the community receives clean water without

any hassles in order to implement the principles given by National Government in service

delivery.

e ——
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3-2 WASTE WATER (SANITATION) PROVISION |
!

_ ~Waste Management remains one of the biggest challenges in the municipal area. More
| incidents of illegal dumping and general littering are reported. There are recycling projects
currently running in the towns Kakamas, Keimoes and Kenhardt. Refuse trucks have to cover
long distances to remove household waste. Only two solid waste sites are permitted.

‘ Applications for transfer stations at the other settlements have been submitted to the

Department of Environmental Affairs. The municipality make use of service providers for the

removal of garden refuse.

A feasibility study on all services has been undertaken to determine all backlogs and levels of

services in the municipal area. A. number projects will be identified to alleviate backlogs and

upgrade current systems.

A distinction is made between formal and informal refuse removal. When refuse is removed
by the local authorities, it is referred to as formal refuse removal. Informal refuse removal is
where either the household or the community disposes of the waste, or where there is no

refuse removal at all. A further breakdown is used in terms of the frequency by which the

r——

refuge is taken away, thus leading to the following categories:

» Removed less often than weekly by authority
* Removed by community members

¢ Personal removal / (own dump)

— —

e No refuse removal

Kai !Garib Local Municipality had a total number of 11 500 (60.47%) households which had
their refuse removed weekly by the authority, a total of 575 (3.02%) households had their
refuse removed less often than weekly by the authority and a total number of 5 110 (26.80%)

!
f!
’ ¢ Removed weekly by authority
|
|
1
1
|
|
r'
|+ households which had to remove their refuse personally (own dump). When looking at the

— — __—————_______

number of houscholds with no formal refuse removal, it can be seen that in 2007 the
‘ households with ne formal refuse removal in Kai !Garib Local Municipality was 7 660, this
| decreased annually at -0.95% per annum to 6 960 in 2017. ‘




Both general and hazardous wastes are produced in the area. Waste in the “garden waste”
classification originating from households and agriculture is the biggest contributor to the

waste stream.

The following objectives have been set in thé local municipalities in order to improve the

status quo of waste management in the area:

« upgrading of existing landfill sites;

¢ provision of new landfill sites;

e upgrading and improvement of current waste management services rendered by the
municipalities;

» initiate recycling projects;

e extent services in un-serviced areas; and

e Registration of unlawful landfill sites.

The Northern Cape is a regional solar hub of energy in Southern Africa. A social pact is
therefore required to create a prosperous energy sector in the Province through a negotiated
resolution where the private sector commits to investing in new areas; where labour and
business work together with government to address the inhibiting factors and identifying
opportunities; and developing partnerships with civil society to ensure that our people benefit
from the natural resources of our beautiful Province. According to Reports of the Northern
Cape Government it would appear as if they remain committed to setting the province on a
path of radical economic transformation in order to accelerate the onslaught on socio-
economic challenges. This has been a consistent theme throughout the economic blueprint,
the National Development Plan and it is an urgent need to focus on decisive action to grow
the economy and create employment. This cannot be done by Government alone and
therefore the need to mobilise partners in the Private Sector to join hands with in pursuit of
this goal. The Green economy has much to offer in terms of job creation, infrastructure

development and general economic development.

The municipality IS currently only distributing electricity within the three main towns. The

smaller settlements around the three main towns are served by Eskom directly. The challenge
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| however still exists that some of the households within the settlements don’t have any access ‘
! to electricity. The informal areas within the municipality are posing a great challenge in terms

I of providing electricity. Households without access to electricity usually make use of wood

‘ for fire and candles and paraffin for lighting. Not all informal settlements are fully éléctrified. ‘
- The need of bulk electricity services also poses a challenge to areas such as Kakamas, i

Keimoes and to a lesser extends Kenhardt.
Renewable Energy: demand-side interventions — solar panels/geysers

|
‘ These other sources of energy mentioned pose various dangers and is environmentally .J
f unsustainable. The municipality is however very optimistic about the future due to the rise of ‘
|
| Solar Energy Developments in the municipal area. The climate of the municipal area is |

favourable to this environmentally friendly source of energy.

|
|
| There are six established Independent Power Producers in the Kai !Garib Municipality. |

| Project Name Technology | Status Size Lead Developer |
| |KnhiSolarOne | Solarcsp | Uy 50 MW Abengoa !
; operational J
| Aries Solar Solar PV il g 9.7 MW e A
| operational Energy ]
| |
| | Neusberg Hydro Fully = Hydro-SA & Hydro - |
| Electric Project A Sydio operational o Tasmania I
! Approvals, |
_[ Dayson's Klip 1 | Solar PV planning and | 75 MW Scatec Solar :;
I finance
| Approvals, :
i Dayson's Klip 2 Solar PV planning and | 75 MV Scatec Solar |
| finance I
| - Approvals "
Sirius Solar PV =
| P RO Solar PV planning and | 75 MW Scatec Solar J
finance |

There is potential for further IPPs to become operational in the municipality, several are in .
| the planning stages. Kai !Garib Municipality is also a participant in the ZF Mgcawu ‘
_ Development Forum, an initiative coordinated by the IDC which aims to ensure that |
| integrated development planning and implementation of regional projects take place. This ‘

includes the renewable energy and mining plants, together with other industry stakeholders




| 1 a

‘ §
|

i

such as agricultural, business and civil society stakeholders. Kai !Garib Municipality
recognises the importance of participating in this forum to provide a platform for partnerships ‘

‘ for regional socio-economic growth. ,

_ e r—— I————————— — il e i - —

' ' Electricity |
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The main objectives as set out in the IDP will be met if all projects are financed.
Applications for electrification in ESKOM areas are already completed.
‘ ' Almost 50% of ESKOM areas are connected to the grid.

. By the end of 2018/2019 we faced electricity losses of 25%.

The municipality has indicated that there is a pressing need for houses, especially low cost
houses, as well as serviced plots within all of the communities within the Kai !Garib area.

‘ However, it is quite satisfying to see that a great deal of progress was made in the delivering
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brick houses to communities since 1994. Unfortunately, the communities need for houses

exceed the speed at which houses are built on individual erven,

‘ ~Kai !Garib Local Municipality had a total number of 6 500 (34.06% of total households) very
formal dwelling units, a total of 9 720 (50.95% of total households) formal dwelling units and
‘ a total number of 1 550 (8.11% of total households) informal dwelling units.

i When looking at the formal dwelling unit backiog (number of households not living in a
formal dwelling) over time, it can be seen that in 2007 the number of households not living in

a formal dwelling were 1 840 within Kai !Garib Local Municipality. From 2007 this number
l increased annually at 4.51% to 2 860 in 2017.

| 3.5 FREE BASIC SERVICES AND INDIGENT | |
| SUPPORT | |

[ “Indigent” means any household which is responsibie for the payment of services and rates,

) earning a combined gross income equivalent to or less than two times the government
| . pension grant as prescribed by the National Department of Social Development or line with

Traditional Affairs who qualify, according to the policy for rebates support or service subsidy.

The indigent register is closely monitored and updated. In addition to the previously

|
|
!
the National Indigent Framework issued by the Department of Cooperative Governance and |
|
mentioned a vigorous effort is been made to revisit the register. Currently the total number of ]

|

indecency is continuing for this budgetary period up until 30 June 20195. The time schedule of |

the indigent registration process has commenced. |

l
f indigents in Kai !Garib were 4 229 on 31 May 2019. However, the registration process of
[ Challenges in terms of the Finance Department:

i * Ensuring that the resources are distributed evenly through the vast area of our
I Municipality;
| » High rate of unemployment which accounts for the low payment rate amongst certain |

| members of the community;




e The Municipality has in the last 5 years relied heavily on grants received from
National Government. The needs of communities far exceed the income that the
Municipality receives for services rendered to communities;

e This situation has handicapped council in its plans to develop the economic base of
the Municipality;

e Controlling measures: setting up and implementation;

The residents of the Kai !Garib municipal area live in less favourable conditions. The
income distribution is distorted to the disadvantage of the less economically secured people,
who also represents the majority group in the Municipal Area. Many residents of Kai !Garib
Municipality still battle the same issues as 15 years back like a lack of housing, lack of

ownership of property and a lack of proper education.

The majority of residents are still dependant on government pensions, implying that a large
part of the residents of Kai !Garib earn less than R 1 800-00 per month. About 83 % of the
population earn less than R3 200-00 per month.

In total 3200 households are subsidized by the services subsidy scheme.

3.6 ROAD TRANSPORT

Kai !Garib Municipality has seen the need to upgrade roads in the area as well as the bridges.

Cleaning, upgrading and maintenance of public roads are of the utmost importance to the

municipality. Kai !Garib Municipality is responsible for 240 kilometres of road.

The N14 runs through 2 of the main towns namely Keimoes and Kakamas and is kept in a
good condition by SANRAL. The internal roads are kept and maintained by the municipality.
The internal roads play a huge role in the growth of the agricultural in Kai !Garib area.
Unfortunately, the municipality lacks road maintenance vehicles and a road maintenance

plant. This leads to road maintenance not being fully effective.

Broken vehicles and a lack of personnel in the roads department impedes the process of

keeping roads up to standard. The potholes in the 5km long test road has been fixed, road

signs has been replaced and road markings have been repainted.
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| COMPONENT B: PLANNING AND @
| DEVELOPMENT

Planning and development within the Kai Garib municipality is a challenge due to the fact ‘

| that most of the land belongs to the farmers who are unwilling to sell it back to the
! municipality. This hampers land development to the advantage of the community. Many posts

| in the department remain vacant as it is difficult to attract qualified individuals to this area.

e

| As per the NDP directive a twenty year plan has been developed for the Northern Cape
| Province to identify high-impact activities and interventions to change the life chances of our
: people, especially the youth, which have been stunted by the Apartheid legacy. This long-

I term plan will enable us to realise growth and development in the Northern Cape. As you are

| aware, growth and development requires a long-term perspective — the Provincial Growth and
| Development Plan (PGDP) - Vision 2040 and the Provincial Spatial Development

| Framework (PSDF) provides such a trajectory. The Provincial Growth and Development Plan
and the Provincial Spatial Development Framework (PSDF) will also provide a

— e

developmental agenda based on four paths of prosperity, namely economic, social, |-

I
.rI environmental and governance. These paths are founded within an ethos of sustainable |
|

development. : |

| The Orange River played an enormous role in the formation of the municipal area and most
of the towns and settlements are to be found close to or adjacent thereto. The economy is

[

| |’

il heavily dependant on the Agricultural Sector, both intensive and extensive. ]

| |

| |
|

It is important to note that new opportunities have opened up for Kai !Garib municipal area

since the need to facilitate the generation of sustainable energy was introduced in South |
Africa by Eskom and the South African government. According to SDF, Kai !Garib 1
| Municipality immediately became a hotspot for Solar Energy developments and numerous J
| developments are currently in process and the resulting economic spin-offs are eagerly |
' anticipated. Although the Solar Corridor, as identified by the PGDS and NCPSDF, does not f
| include the N14 between Upington and Kakamas, current developments indicate that this area ‘

f will form the centre of solar development. ]




The economic state of Kai !Garib Local Municipality is put in perspective by comparing it on
a spatial level with its neighbouring locals, ZF Mgcawu District Municipality, Northern Cape
Province and South Africa. Information is needed that will empower the municipality to plan

and.implement.policies that will encourage the social development and economic growth of

the people and industries in the municipality respectively.
Gross Domestic Product by Region (GDP-R)

The Gross Domestic Product (GDP), an important indicator of economic performance, is

nsed to compare economies and economic states.

GDP-R can be measured using either current or constant prices, where the current prices
measures the economy in actual Rand, and constant prices measures the economy by
removing the effect of inflation, and therefore captures the real growth in volumes, as if

prices were fixed in a given base year.

Gross domestic product (GDP) - Kai !Garib, ZF Mgcawu, Northern Cape and National
total, 2008-2018 {R billions, current prices]

2008 3.1 12.9 54.7 2,369.10 23.60% 5.60% 0.13%
2009 3 13.1 54.4 2,507.70 23.20% 5.60% 0.12%
2010 33 14.6 .60.1 2,748.00 22.70% 5.50% 0.12%
2011 35 15.7 64 3,023.70 22.50% r 5.50% 0.12%
2012 3.7 16.8 68.2 3,253.90 22.40% 5.50% 0.12%
2013 4 i7.9 72.6 3.540.00 . 22.20% 5.50% 0.11%
2014 4.7 20.7 83.5 3,805.30 22.70% 5.60% 0.12%
2015 5 215 86.2 4,049.90 23.20% 5.80% 0.12%
2016 5.2 226 90.4 4,359.10 23.00% 5.80% 0.12%
2017 55 242 96.5 4,653.60 22.80% 5.70% 0.12% |
2018 5.6 | 24.6 98.2 4,873.90 22.80% 5.70% 0.12%

Source- 1HS Markit Regional eXplorer version 1692

With a GDP of R 5.62 billion in 2018 (up from R 3.05 billion in 2008), the Kai !Garib Local
Municipality contributed 22.80% to the ZF Mgcawu District Municipality GDP of R 24.6
billion in 2018 increasing in the share of the ZF Mgcawu from 23.60% in 2008. The Kai
1Garib Local Municipality contributes 5.72% to the GDP of Northern Cape Province and
0.12% the GDP of South Africa which had a total GDP of R 4.87 trillion in 2018 (as

measured in nominal or current prices). It's contribution to the national economy stayed
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similar in importance from 2008 when it contributed 0.13% to South Africa, but it is lower
than the peak of 0.13% in 2008.

Econpomic Growth Forecast

It is expected that Kai !Garib Local Municipality will grow at an average annual rate of
0.09% from 2018 to 2023. The average annual growth rate in the GDP of ZF Mgcawu
District Municipality and Northern Cape Province is expected to be -0.87% and 0.39%
respectively. South Africa is forecasted to grow at an average annual growth rate of 1.60%,
which is higher than that of the Kai !Garib Local Municipality.

In 2023, Kai !Garib's forecasted GDP will be an estimated R 3.72 billion (constant 2010
prices) or 22.6% of the total GDP of ZF Mgcawu District Municipality. The ranking in terms
of size of the Kai !Garib Local Municipality will remain the same between 2018 and 2023,
with a contribution to the ZF Mgcawu District Municipality GDP of 22.6% in 2023 compared
to the 21.5% in 2018. At a 0.09% average annual GDP growth rate between 2018 and 2023,
Kai !Garib ranked the highest compared to the other regional economies.

3.7 LOCAL ECONOMIC DEVELOPMENT
(INCLUDING TOURISM AND MARKET

PLACES)

This sector still has a lot of potential and although Kai !Garib Municipality have been
implementing marketing strategies and plans to stimulate the sector it has not reached its full

potential. The tourism section suffers from insufficient staff and budget.

The Kai Garib Local Municipality has a Socio-economic Committee chaired by a Councillor

responsible for LED.

Due to the fact that the Kai !Garib municipality is within undeveloped towns, there is a lack
of job opportunities but through assistance offered by the National Department of Roads and

Public Works via EPWP the opportunities are created for the communities.
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The key characteristics of EPWP projects are listed below:

a) They employ large numbers of local, low skilled, unemployed persons who are willing to
work, defined as the EBWP target group. .

b) They are highly labour intensive: a large percentage of the overall project costs are paid
out in wages to the EPWP target group

c) They provide a service to or develop an asset for the community.”

As articulated in the 2009 Division of Revenue Act, clause 23.3.3.b “A province or

municipality which is receiving the Expanded Public Works Programme Incentive must

utilise the incentive payments received for continuing or expanding job creation

programmes”. The application of the disbursement is not restricted to the programme that

created the FTE jobs and can be applied to new or existing job creation projects and

programmes in any sector.”

Job Creation Targets and the EPWP grant Allocation

The national Department of Public Works (DPW) has determined the incentive allocation for
Kai 1Garib Infrastructure/Environment and Culture programmes which must achieve the

following job creation targets to earn the incentive:

1.1 For the 2018/19 financial year, 113 FTE’s was the performance target for Kai !Garib
municipality, which is the total number of FTE’s that we endeavored to creat.e in

implementing Infrastructure /Environment and Culture programmes/projects
1.2 R 1,547,000 was the 2018/19 grant allocation to Kai!Garib municipality
The following projects were suggested for the 2018/2019 financial year with the following

planned expenditure:

1. The maintenance of Water purification networks R300 000

2. The maintenance of internal roads R800 000
Total Allocation R1 100 000




The implementation of projects were as follows:

1. The maintenance of Water purification networks.

| Project Start Date: August 2018
Project End Date: September 2018

' The project was registered on the EPWP MIS system as “IGMaintenance of WTW and
i Water Network”. '

200
R371 129

| Total Opportunities Created
Total Expenditure

! 2, The upgrading of Keimoes and Kakamas Internal Roads.
| Project Start Date: November 2018
' Project End Date: February 2019

e—

The project was registered on the EPWP MIS system as “IGMaintenance of Internal Roads”.

Total Opportunities created : 34
Total Expenditure : R835 013

———————————————

EPW P ANNUAL REPORT 2018 — 2019
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Tourism

I
|
I This sector still has a lot of potential and although Kai !Garib Municipality has been |

_ implementing marketing strategies and plans to stimulate the sector, it has not reached its full |

: potential. Popular tourism attractions like the Augrabies Water Falls and the Kokerboom
(Quiver Tree) Route attracts visitors to the area. Kai !Garib Municipal Area witnesses unique i
landscape with the Kalahari Desert on the one side and the Orange River on the other side.

The area is also known for a variety of birds and animals. The opportunity exists to utilise

these natural treasures in order to draw tourists to the area.

The Tourism Accommodation facilities in the area are of high standard and available in all

major towns. Although the accommodation sector is one sector where previously
disadvantaged individuals (PDI) could get involved in, not only as labourers, but also as

product owners (comununity tourism) this proves to be difficult.

Other tourism attractions exist that needs to be unlocked. These include the following:

e The Tierberg Nature Reserve
Heritage sites & ancient rock art in Kenhardt

Historical Routes between islands/ Island Route

Water tunnels in Kakamas

Rooibergdam in Kenhardt
Riemvasmaak historical & cultural values

: Size of
Client Farm Description | Size of Farm Application
Area

I Southern Cross Remainder of the
1 Farm Narries No. | 2577,8491ha 995(m?

| Game Reserve | (Tutwa Lodge)

Remainder of
Portion 5 of the

2 | Travato Trust 4533,9766ha 1%ha

1‘ Farm Narries
| No.7

Kai !'Garib Tourism: Resorts }




This action plan tabulates the tourism thrust, opportunities and responsibilities.

Thrust Activity | Responsibility ‘

i Tourism Development i
» The development of eco- = Kail Garib LM
-tourism-packages =—Dept. of Economic
| » The development of a Development & Tourism
| municipal Tourism * Business Chambers
Development & Marketing
Strategy |

| = The establishment of a |
| Kokertoom tourism route |
* The deveiopment of a

cultural village _
| = The establishment of a f
| Game Reserve ‘
= Agro-tourism (wine farms}

| COMPONENT D:COMMUNITY AND
SOCIAL SERVICES |

The municipality provides support to the community throngh j
1. Providing free access to information and the internet. |

2. Easy access to community halls which are situated close to the communities.

' 3. Providing free assistance for rebuilding houses that were damaged in fires and strong

| winds by means of providing material. "
|
|

| 3.8 LIBRARIES |

Libraries are up and running and well equipped. The staff is professional and well trained and

| always willing to assist. The provides social programmes to children as well as the aged in

the community.




The table below reflects the type of activities conducted by the various libraries across the

municipality.

16-Nov-18 Kakamas Library Kromhout Farm:
Orientation, Grade R -grade 7
Storyreading
22-Mar-19 Kakamas Libray Week- Grade 12 35
Career
Exhibition
'ESep-IS Kakamas NBW- Campfire | Age 13-15 years |20
Stories members of the
Library
18-Jul-18 Keimoes/Lees | Mandela Day | Library Members | 15
genot
18-Mar-19 Keimoes/Lees | Story Reading Keimoes 10
genot Academy Pre-
School
 08-17 April Keimoes/Lees | Various Library | *Grade 3-8 77
2019 genot Week Programs | *Old Age
Persons
21-Jan-19 Leesgenot School Outreach | Grade 6-7 16
15-Oct-18 Kenhardt Toy Library Pre-school 16
children
12-Nov-18 Kenhardt Story Hour Grade 1-2 14
[ 28-Feb-19 Kenhart Library Grade 6 Class | 32
orientation
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18-27 Mar Kenhardt/Kok | Various Library | Grade 3-4 60 |
2019 erboom Week Programs |

J 3.9 CEMETERIES

The need for the development of cemeteries at prioritised sites: Kakamas, Keimoes, ‘

‘ Kenhardt, Marchand, Lutzburg and Alheit was identified during the public participation i

processes for the development of the IDP.

| | CEMETERIES Ward Total Project MIG MIG Counter | Project i

| | Project Name Cost Budget Expenditure | Funding | Status ‘

| SV RN 2 1994249 | 1994 249 0| 136450 | Registration

| | Cemetery |

i | Kakamas: Cemetery Feasibility ‘

l Feasibility Study 3,4 664 392 664 392 0| 518927 Study

| T

| | Lutzburg: Cemetery Feasibility

| Feasibility Study ¥ 488 290 488 290 0| 398 666 Study

| Marchand: Feasibili
Cemetery Feasibility 2 488290 | 488290 0| 398 666 | o osipHty
Study Study

Sport and recreation

Currently the municipality works closely with the Department of Sports, Arts and Culture so ‘

| as to effectively develop sports in our area. The municipality is equipped with 6 formal

! stadiums and about 2 informal stadiums per town. Soccer is the dominating sport in the area

| with netball growing rapidly.

|
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3.10 SPATIAL PLANNING AND LAND USE

__MANAGEMENT

The Joint Municipal Planning Tribunal, established in terms of the Spatial Planning and Land
Use Management Act (SPLUMA), 16 of 2013, is currently hosted by the ZFM District
Municipality to ensure that quarterly tribunal sittings take place to dispose of land
development applications submitted to the Local Municipalities. The establishment of the
tribunal was the responsibility of ZFM-DM and the following had to be completed.

Collective agreement on parties to tribunal | Meetings with all parties (Municipalities)

Council Approval by all parties to the » Financial constraints by locals
agreement e Memorandum of Understanding
(MoU)
e Call for Nominations
e Invite members
e Evaluation panel on members

e Bylaws adopted
Memorandum of Understanding signing All parties signed MoU

Call for Nominations and Invite Adverts published by ZFM DM
Evaluation panel Panel convene on members
Notite of readiness Adverts published by ZFM
Sign CoC All members

Training to members ZFM provided training

Land Development Applications may be complex documents with other legislation and
departments affecting the application. Applicants submitting applications are constantly
requesting assistance and information on LDAs, and are not sufficiently assisted by the Local
Municipalities due to officials not capable of providing the needed assistance. These
applicants have to be guided by ZFM DM to ensure that applications are complete as per
SPLUMA. The Land Use Management Bylaws adopted by all the locals are confusing to
most applicants due to numerous reasons including;

» Newly implemented SPLUMA Regulations,

» Town Planning in some locals enforced according to old LUPO Section 8 Scheme
Regulations,

s Northern Cape Planning and Development Act is in process of being repealed by
SPLUMA,
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Other legislation influencing applications (NEMA, Deeds Registers, Bonds, Power of
Attorney, Mineral Act, etc.),

No objections from Departments,

Public Participation procedures,

. Notices to affected parties,

Removal of restrictive conditions,

* Application fees and Capital contributions,

* Surveyors Diagrams,

* Act 70 of 1970 Subdivision of Agricultural Land,

* Applicants not registered with the South African Council for Planners (SACPLAN),

3.11 PROJECT MANAGEMENT

The Project Management Unit is responsible for the implementation of infrastructure-related
projects from various sectors. The allocations of funds towards these programs will give an
indication of which sector to be implemented. Municipalities are allocated grants at different
sectors for development in the Local to enhance service delivery and improvement of the
lives of the people in the communities.

The Municipal Infrastructure Grant

South African Cabinet approved the establishment of the Municipal Infrastructure Grant
(MIG) on 5 March 2003. MIG is a new municipal infrastructure funding arrangement. It
replaces all existing capital grants for municipal infrastructure and incorporates seven
infrastructure programmes, namely:

* Consolidated Municipal Infrastructure Programme;

* Water Services Projects; * Community Based Public Works Programme;

* Local Economic Development Fund;

* Building for Sports and Recreation Programme;

* Integrated National Electrification Programme to local government and the

Integrated National Electrification Programme implemented by Eskom; and

* Urban Transport Fund.



The MIG expenditure for 2018/2019 is as follows:

MIG 2018_2019

25000000
22 036000
20000000 e = =
16 822 000
LD 200000 12 362350
10000 000
5000 000
0
Allocation Adjusted Actual
Allocation Expendimre
MIG Expenditure

= 1 087 199 = 535983
]

= 107891638

10958690

Municipal Counter
Funding

» Landfill Sites = Water = Cemetery =High Mast Lights

The following projects were implemented with this grant:

e Upgrading of Water Network: Bloemsmond/Mctaggertskamp

e Upgrading of Water Network: Eenduin/ Loxtonvale
e Providing community lighting in Kenhardt

e Refurbishment of Kakamas Sewer Pump Stations

A full analysis of the MIG projects can be found in the attached Performance Report.

|
. ————— —-




The table below indicates the dates of Council meetings and committees such as the
Socio-Economic Committee, Infrastructure Development Committee, Institutional
Development Committee and the Municipal Public Accounts Committee.

30/10/2018
30/01/2019
27/03/2019
31/05/2019
28/06/2019

08/08/2018
31/08/2018
30/09/2018
26/10/2018
08/11/2018
29/11/2018
15/01/2019
28/02/2019

27/10/2018
14/03/2019
27/06/2019

18/10/2018
29/01/2019
28/02/2019

—————————————————
—— —. =



HUMAN RESOURCE SERVICES
COMPONENTA: HUMAN RESOURCE
MANAGEMENT

The Human Resource division is split into two core arms namely:

e Human Resource Management Unit
e Human Resource Development Unit

Overall management of comprehensive Human Resources Management policies and
processes to ensure that the efficient Human Resource Systems and Procedures,
compliance with Human Resource Management legislation and practices, are
maintained in the Local Municipality.

Administration

This includes personnel records, statistics about personnel and information
processing.

Remuneration

This includes job analysis, job evaluation, salary and wage structuring, fringe benefit
scheme and incentive systems.

Leave

Daily monitoring and processing of leave taken. Monthly reconcitiation of all types of
leave.

Human Resource Provisioning

This includes human resource planning, recruitment, election, placement, transfers,
promotions and dismissals.

\
l
1
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COMPONENT B: HUMAN RESOURC.

~— DEVELOPMENT —

Interventions in Human Resource Development represent an essential contribution
for promoting the country’s development agenda. The Human Resource
Development is grounded on broad- based and opportunity- specific Human
Resource Development Strategies and policies that are synchronized with the Local’s
economic development needs.

It focuses on the elements of Human Resource Development that significantly and
positively impact on our economic performance such as:

i.  Training and development and educational attainments
ii.  Skills development
ili.  Science and innovation
iv.  Organizational development
v.  Skills mapping/ career pathing etc. consequently, the Human Resource
Development is situated within the realities of increasing competition and the
spread of local production systems, and the need to attain equity and reduce
poverty and inequality.
Our central concern is to accelerate Wellness Programs that address continuous
employee demands and challenges in order to stimulate excellent employee
performance. Therefore our Human Resource Development approach is
multipronged, comprising of a high-and intermediate-level skills strategy on the
supply side, underpinned by a demand strategy that stimulates large-scale labor
absorbing employment growth supported by appropriate inputs of low-level skills
training (for both employed and unemployed people)
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Asset Management Policy ' ] |28 June 2019

|
[ Cash Management 'Po|icy
|
‘ Credit Control and Debt Collection Policy

Fleet Management Policy

‘ Indigent Policy

‘ Investment' Policy

Petty Cash Policy

\ Taniff Policy

, [Telephone Policy




Travel and Subsistence Policy

Unidentified Deposit Policy/ Unallocated Revenue Policy

| Virement Pollcy —

Property Rates Policy

Overtime Pblicy

Infrastructure Procurement Policy

Supply Chain Manement PbiiEy '

Cost Containment Policy

Leave Policy

Housing Policy

Soking PoIicj} -

Health and Safety Policy

Wellnes;I;E)iicy

‘Ward Committee Policy

Consequence' Management Policy

Fraud Prevention and Whistleblowing Policy

Internal Audlt Consequeﬁchanagemér;t Policy

Audit Committee Charter

'F-i're Brigadéus-ervice Resé-ririst Policy |

Informal Housing Settlement and Squatter Control Policy

L o e ’

Acting 'P.Bl_icy

Contract Management Policy

Delegéﬁbﬁ Power 'o'fnéystems

Delegation Policy

F_rélud Resbbﬁ;e Plan




Terms of Reference

Motor Scheme Policy

| TT StrategicPlan. . . £ S et | e e

Back Up Policy

HR Plan

User Access Control

Terms of Reference of Disciplinary Committee

Legal Stratégy

4.3 SKILLS DEVELOPMENT AND TRAINING
COMPETENCY DEVELOPMENT (CPMD)

This report is based on the new reporting template annexure - C - Gazette 41996
(Gazette 41996 of 26 October 2018) is an amendment to Gazette 29967 of 15 June
2007.

The Gazette only warrants that the municipality report on the following positions:

—

. CEO (entity)

NI

. CFO (municipality)

(98]

. CFO (entity)

4, Senior Managers (MSA S56)

5. Middle Manager

NB. There are major changes to the amended Gazette 29967, which is now 41996:
1. Positions.

2. Date of employment

3. NQF levels
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‘ 4, Work-related experience

5. Performance agreements ‘
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Comment on Skills Deveiopment

The LGSETA requires that a Municipality that has a workforce of more than 50
people must have a Training Committee which consists of a Councillor, Head of
Corporate Services as well as a representative of each Department. The function is

to ensure implementation of the Work Skills Plan takes place.

The Work Skills Plan is a template that the LGSETA provides where reporting and
planning take place and is submitted annually.

The Kai !GaribLocal Municipality has a legislative mandate to develop and improve
the skills of its workforce. The Skills Development Act No 97 of 1998 inter alia states

the purpose of the Act as follows:

a) To develop skills of the South African workforce

b) To increase the level of investment in education and training in the labor
market and to improve return on investment

c) To provide employees with opportunities to acquire new skills

d) To encourage workers to participate in learnerships and other training
programs

e) To improve the employment prospects of persons previously disadvantaged
by unfair discrimination and to redress those disadvantages through training
and education
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Statement of Financial Position as at 30 June 2019
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5.2 STATEMENT OF FINANCIAL
PERFORMANCE

Kai {Garib Local Municipality
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5.4 ASSET MANAG

The Asset Management Unit in the Financial Services Directorate’s main reason for
existence is to create a structured process of decision making, planning and control
over the acquisition, use, safeguarding and disposal of assets to maximize their
service delivery potential and benefits and to minimize their related risks and costs
over their entire life.

Asset Management in Kai !GaribLocal Municipality is governed by an Asset
Management Policy adopted in 2010 and is reviewed annually. The latest review
took place on 28 June 2019. The policy serves to ensure that the Local Municipality:

= Has consistent application of Asset Management principles

= Implement accrual accounting

= Complies with the MFMA and other related legislation

= Correctly accounts for assets under the GRAP accounting framework
» Safeguards and controls the assets of the Municipality and

» Optimizes asset usage

The Asset Management Policy deals with the following key elements

Asset recognition

Recognition of assets Initial measurement
= Subsequent measurement of assets
= The recognition of inventory items (non-capital items)

= Asset types

= Asset acquisition, asset maintenance, asset disposal, asset physical control and
asset financial control

An Asset Management Committee consisting of Senior Managers, has been
appointed to facilitate and assist the Acting Municipal Manager as the Accounting
Officer of the Local Municipality in his functions relating to Asset Management as set
out in section 63 of the MFMA. The Acting Municipal Manager has delegated the
custody and the responsibility for assets to the various Directors as defined in the
organizational structure of the ZFM Local Municipality.

Acquisitions
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| Asset additions made during the year amounts to R1 016 417 which has been
i reconciled to the general ledger as on 30 June 2019 as required by section 63 of the

Municipal Finance Management Act.

~— ~Disposals

| The final list of assets that need to be disposed of will be tabled to Council in August
i' 2019 and Council will then decide whether it should be sold at an auction, sold by

| price written quotation or another procurement process. Kai !GaribLocal Municipality
still have assets that were written off in the previous financial year that should be

l donated to schools and other organizations in the Kai IGaribLocal Municipal area.

| PUBLIC-PRIVATE PARTNERSHIPS ' ' (

j@i Garib Municipality did not enter into any Public Private Partnerships.
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COMPONENT B: OTHER FINANCIAL
MATTERS

5.6 SUPPLY CHAIN MANAGEMENT

| GRAP is the acronym for Generally Recognized Accounting Practice and it provides
the rules, which Municipalities are required to maintain their financial accounts.
Successful GRAP compliance will ensure that Municipal accounts are comparable and
more informative for the Municipality. It will also ensure that the Municipality is more
accountable to its citizens and other stakeholders.

The Local Municipality received six consecutive Clean Audits (based on the
2017/2018 Audit report released by the Auditor-General in November 2018) and this
proves that we are moving in the right direction however more should be done to

|__n_1aintain this standard.
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CHAPTERG

AUDITOR GENERAL REPORTS

AG REPORT 2017/2018 AND
2018/2019

The Kai !GaribLocal Municipality received an unqualified audit opinion for the sixth
year in a row for the 2017/2018 financial year.

An opinion is said to be unqualified when the Auditor General concludes that the
Financial Statements give a true and fair view in accordance with the financial
reporting framework used for the preparation and presentation of the financial
statements. Therefore, the Auditor General found that for the 2017/2018 financial
year the Kai !GaribLocal Municipality did not have any significant findings in respect
of matters contained in the Financial Statements

Attached hereto is the 2017/2018 Auditor General’s Report as received from the
Auditor General in November 2018.

Attached hereto is the 2018/2019 Auditor Generals's Report as received from the
Auditor General in November 2019,

‘
|




AUDITOR
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Report of the auditor-general to the Northern_Cape Provincial
Legislature and the council on Kai !Garib Local Municipality

[ Report on the audit of the financial statements |
Qualified opinion
1. I have audited the financial statements of the Kai IGarib Local Municipality set out on pages 18

to 114, which comprise the statemant of financial posilion as at 30 June 2018, the stalement of
financial performance, statement of changes in net assels, cash flow statemant and the
statement of comparison of budget information with actual information for the year then ended,
as well as the notes to the financial stalements, including a summary of significant accounting
policies.

In my opinion, except for the possibie effects of the matters described in the basis for qualified
opinion section of this auditor’s report, the financial stalements present fairy, in all material
respects, the financial position of the Kai 1Garib Local Municipality as at 30 June 2018, and ils
financial performance and cash fiows for the year then ended in accordance with Standards of
Generally Recognised Accounting Practice (Standards of GRAP) and the requirements of the
Municipal Finance Management Act of South Africa, 2003 {Act No. 56 of 2003) (MFMA) and
the Division of Revenue Act of South Africa, 2017 (Act No. 3 of 2017) (DoRA).

Basis for qualified opinion

Payables from exchange transactions

3.

I was unabie to obtain sufficient appropriate audit evidence that consumer deblors with credit
balances had been properly accounted for due to the status of the accounling records. | was
unable to confinm the consumer debtors with credit balances by, alternative means.
Consequently, | was unable lo determine whether any adjustment was necessary to consumer
debtors with credit balances disclosed at R10 550 007 (2017: R7 301 892) in note 18 to the
financial statements. Additionally, there was a resultant impact on receivables from both
exchange and non-exchange fransaclions.

| was unable to obtain sufficient appropriate audit evidence for the reslatement of the
corresponding figure for payroll creditors disclosed in note 18 1o the financial statemenls. The
payrol! credilors balance was restated in the current year, but the restatement could not be
substantiated by supporting audit evidence. | was unable to confirm the restatement by
allemative means. Consequently, | was unable to delermine whether any adjustment to payroll
creditors stated at R19 795 704 in the financial statements was necessary.

The municipality did not accurately account for payables from exchange transactions in
accordance with GRAP 1, Presentation of financial statements. As the municipality did not
account for expenses on the accrual basis and reclassify trade payables accounts with debit
balances to receivables from exchange transactions, there was a difference between the
amount as per the Department of Transport, Safety and Liaison confirmation and the recorded
amounts. This resulted in payables being understated by R3 800 217. This had an impact on
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recalvables from exchange transaclions, revenue — agency fees, expenditure — contracted
services and the surplus for the period.

Employee benefit obligations

6. |was unable to obtain sufficient appropriate audit evidence for employes benefit obligations

due to the poor status of the accounting records. The management expert report indicating the
amount that should be.accounted foras employee benefit obligations was not submitted when
raquested. | was unable to confirm the balance by altemalive means. Consequently, 1 was
unable to determine whether any further adjustments were necessary to the employee benefit
stated at R18 417693 disclosed In note 15 1o the financial statements.

Revenue from exchange transactions

7.

The municipaiity recognised items that did not mast the definition of revenue in accordance
with GRAP 9, Revenue from exchange transactions, and also did not measure revenue al the
fair value of the consideration received of receivable, as required by the standard, as the
municipality did not have adequate systems in place for processing and reconciling of
transactions. The municipality did not allocate the indigent support/subsidy for all qualifying
indigents. Consequently, both service charges revenue and receivables from exchange
transaction were oversialed by R5 542 592 respectively. Additionally, there was &
consequential impact on the surpius for the period and on the accumulated surplus.

The municipality recognised items that did not mest the definition of revenue in accordance
with GRAP 0, Revenue from exchange fransactions, and also did not measure revenug at the
fair value of the consideration received or recelvable, as required by the standard. The
municipality recognised revenue and recsivables from the billing of their own accounts.
Consequently, both service charges revenue and receivables from exchanga transaction were
overstated by R4 324 876 (2017: R7 739 176) respectively. Additionally, there was a resullant
tmpact on the surplus for the peried and on the accumulated surplus.

Expenditure

g. 1was unable to obtain sufficient appropriale audit evidence for consumables and malerials as

described in note 37 to the financial statements. | was unabla to confirm the consumables and
materials by altemative means. Consequently, | was unable to determine whether any
adjusiment was necessary {o the consumables and materials accounts stated at R4 801 851 in
the financial statements. Additionally, there was a resultant impact on the debt impairment,
surplus for the period and on the accumulated surplus.

40. During 2017, the municipality did not classify all items of expenditure in accordance with GRAP

1, Presantation of financial statements. included in expenditure of R308 905 436, is grant
expenditure amounting to R16 808 325, which was not appropriately presented according to its
nature in nots 38 to the financial statements.

11. | was unable to obtain sufficient appropriate audit evidence for tha restatement of the

comesponding figure for bulk purchases and general expenses in the financial statements. As
described in nota 55, the restatement was made to rectify a prior year misstatemsnt, but the
restatement could not be substantiated by supporling audit evidence. | was unable to confirm
the restatemant by altemative means. Consequenily, [ was unable to determine whelher any




adjustment to bulk purchases and general expenses stated at R35 880 943 in the financial
slatements was necessary.

Inventory

12. During 2017, [ was unable {o obtain sufficient appropriate audit evidence for inventory, as the
municipality did not have adequate systems in place to record inventory. | was unable o
confirm the balance by afternative means. Consequently, | was unable io determine whether
any further adjustments were necessary to the inventory stated at R4 959 485 in note 4 to the
financial statements. My audit opinion on the financial statements for the pariod ended 30 June
2017 was modified accordingly. My opinion on the current periods financial statements is also
modified because of the possible effect of this matter on the comparability of the curent
period's figures.

Receivables from exchange transaction

13. During 2017, | was unable to obtain sufficient appropriate audit evidence for the debt written off
for accounts recsivable. As described in note 33 1o the financial statements, bad debts in
respect of indigent deblors were written off but this could not be substantiated by supporting
audit evidence. | was unabie lo confirm the debt write-off by altemative means. Consequently, |
was unable to detarmine whether any adjusiment was necessary to accounts recsivable stated
at R28 824 488 in the financial statements. My audit opinicn on the financial statements for the
period ended 30 June 2017 was modified accordingly. My opinion on the current period’s
financial slatements is also modified because of the passible effact of this matter on the
comparabllity of the current period’s figures.

Commitments

14. The municipality did not disclose comparative figure for commitments in accordance with
GRAF 1, Presentation of financial stalements. Additionally, the current year figure for
commitments was nol disclosed in the financial statements. This resulted in the non-disciosure
of the commitments figures amounting to R36 312 285 {2017: R26 494 242).

lrreguiar expenditure

15. The municipality is required by section 1 25(2)(d) of the MFMA to include particulars of irregular
expenditure in the notes to the annual financial statements, The municipality incurred
expenditure in contravention of the supply chain management {SCM) requiraments that was
not included in iregular expenditure in the current and previous year. The municipality did not
have adequate systems to maintain complete records of iregular expenditure. In addition,
irregular expenditure related to the prior year, identified as recoverable, was not disciosed
accordingly. Dus to this lack of systems, | was not able to confinm the amount of irregular
expenditure {o be disclosed by alternative means. Consequently, | was unabie to determine
whather any further adjustment to irregular expenditure of R69 370 029 {2017: R61 604 087),
as disclosed in note 50 to the financial statements, was necessary.

Fruitless and wasteful expenditure

16. During 2017, the municipality did not have adequate systems to maintain complete records of
frultless and wasteful expenditure, as required by 125(2)(d) of the MFMA. Consequently, | was

3
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urabie Ip determine whedher any further adustment 1o fruitiess and wasteful expenddure of
Ra&2 285 260, as disciosed in note 49 lo the linancial slatemonts, was NoCoSSary My nudi
opmion on the knancial statemenita tor e pafidd &ndad JU Juna 2U17 was mootied

accorcmgty My opion on the curent penod’s finandiol statomonto it also moddied bosausa of
the possibla effect of this matier pa the comparabibty of the cument pancd's figures

Context for the opinion

17 | conducied my sudh in accorsance with the internaticnal Stendards on Audsing (I1SAs) My
responsbiltins under those standards are further described in the audilor-general’s
respurmtibiivg o e il of B fnaciad satenents section of this audiin: 8 regort.

18. | am moependent of the muncpatly In acoordance with the Irtermatonat Ethice Standards
Board for Accountants’ Code of sihics for professional accounfants (IESBA code) and the
Ethical reguitements Sl grg rakevsnl i my sudt i Suuth A, 1 lwvo fulfdled my ulhes
athical rapponeibliios = accerdance with these requroments and the IESBA crrfe

19 | beliewe that the aud evidence | have oblaired is sutliciem and appropnata to provide o basiz
for my quadfied opinicn.

Material uncertainty relating to going concern

20 | draw altention to the matter below, My opiréon is not medified n respect of this matier

21, The municipality' ¢ rirtent Evhiites axrasriad 28 NUTRNE ASSATS by R268 412 A1
(2017 R205 771 951) These conditions, slung with other matiers as set forth in note 46,
ndcate the axistance of a materiad uncertainty thal may casl sgndicant doubd on the
municgaldy's atlily to gperata as a gong concemn

Emphasis of matters
22 | draw atiention to the matters below by opimcn s ol modified 0 raspect ol thege matters

Matoriol loocos  otaotricity

27 As daciosed in note 51 to the financial statements. masenal slectricity ‘osses of R12 616 787
[ZUT/ K? V1B 39U) weld NICulTed, WRICH rapresants 13% (2017° 12 2%) at total sxancry
purchascd. Teehrenol 00000 wCro dug 10 10GGOG Within the notwork, whigh ara inherent zses
in networks and account for fon-techncal 105865, being thafl and faiets. 3nd biling erors
which acoaunt for 3%

Material impairmants — trads debtors

24. As disclosad in Pole 8 1o the annual fnandal stalemants, a signiiicant provision was made for
the impairmeant of receivables from exchange ransactons, which constitules 81% (RE3
722 521 1 R115 974 998) of the total receivables from exchange transactions balanca.
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25, Asdmdosedmmtea»tiammnnmda!mmm.usignirmlmsimm mada for

the Impairmen of receivables from non-axchange transactions, which constitules 83,1% {R19
B854 831 / R37 601 508} of the ioial receivables from nea-gxchange transactions balance

Restatement of corresponding figures

worm rostated a0 0 rocutt of an orror In tho finanalal statements of the municipeity of, ard for
the vear ended, 30 June 2018.

Other matters
27. | drww sitenlion to the matiers below. My opinion is not modified in respect of fhese jualicrs.

Unauditod disclosime notes
28. in lerms of saction 125(2)0) of tha MFMA, the runisipaiity  roquired to dissloco pertioularn of

now-compEance with the MFMA in tho finencal statemonts. Thes disclosure recuirerment did nod
fortn part of the audi of the fnanca) staloments and, accordingly, | do not express an opinian

therean

Unaudited supplementary schedules

28. The suppiemeniary informaton set oul on pages XX ta XX doas not form part of the financzal

statements and is presenisd as additional information. | have nol audited these schadules ard,
accondingly, | do not express on opinion thereon.

Responsibifities of the accounting officer for the financial statements

0. Tho sLcuwbn ulfae is TowRAISILIG [Ur Big prepaution snd (il Ruubnlution of the fngneizl

a1,

Fiatements in socordance with Standards of GRAP and the requremants of the MFMIA and
DaRA, and for such intemal control as the accounting officer determines i necessary Io
enzble the preparation of financiat staterments that sra free from materia missiatement,
whether due to freud or error.

In preparing the financial siatements, tha Accounting officer is msponsible for 365055N4 tho
Kas !Garib Local Municpalty's abdity to contnue as a going concem. dselosing, as applicable

apinupsiole yuve e studuig sitlo ol s W liguidute 1w nunicipyiily or b oy
eperations, or has no realistc eitemethve bt o do so,

Auditor-genaral's responsibilities for the audit of the financial statements

My objectives are lo obtain reasonable assurance aboul whether the financaal statements as a
whole are free from material messtatement, whether due to fraud or errar, and fo issue an

considered material 8, indvdually or in aggragate, they could reasonably be expected to
influence the economic decsions of users taken on the bases of thess financial statemands,

6
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33. A turther description of my responsibiites for the audit of the financal staterments & inchuded

in the annexure 10 this sudilors repor.

Fépon'o_n the audit of the ann ._al_;';erff,rmnnce report

introduction and scope

34, In accordance with the Public Audt Act of South Africe, 2004 {Act Na. 25 of 2004] (PAA) and
the genaral nolice iasued in lems thersol. | have a responsibiity 1o report materal fadings on
he reparied perfonmance infomation againsl predatermined objectives for seleciod
dayenpmani pricHiies presented i P rusl patfunngio repal. | pe iy pruoduies o

dentily findings & not e gather evdence W QXPIETE BRI

15 My procodures address the reporied perfomance information, which must be besed on the
3ppIovVEs pariaTnance plnning desumants of the munTpaity. 1 havd 1ot uviuytey Uy
GOMPIiENDGE ONW GPRIGRFAANEEG of tha perfarmance indcators inchided 10 the glapning
gocumants My proceduras 5o did nat extond o any disciosures of 858€r10NS relatng to
planned gerformance stratoges and information in respect of fulure pericds thal may be
incudad as part of the reporied performancs afarmation Accordngly, my findings do rol

axiand o thase matters

16, | evaluated the useluiness and reliabisty of the reported porformance information m
sccordance wilh the citerla developed from the performanco management and reponing
framework, as defined in the genersl notice. for the follpwng solected denvelopmen! priorities
presered in the annusl erlormance repont of the munic:padity for the yoar cndad 30 June

2018.

1 Devolopment priorties

Pages in the anmat |
performance report ;

16— 16

FPA 1 - Service Detwvery and infrasiructure Cevelopment

KPA 2 - Local Econamic Dayaiopment

l

b~ 17 l

A7 1 padarmad pocsnaras 1 detarming whether the reported peformance nformation was
propery presented and whethnr pariommanos was consstent with (he approved parfarmance
planming documents, | periormed furthor procadures to delzrmine whether the indicalors and

relaléd W7pRI8 wiid MMaasUratie ano ralevant, and agsassao ihe re

innlity of the repornied

porformanoc inlonmotion to dolormmo whothor It wog walid, ascurata and rempele,

28 | was unable to oblan sufficient approprale audit evdence for the selectog developmem
prarities lisiad below as the snnusd parormanca report was presentad without accurate and
complata undeshang (performance) racords. | was therefore unable to auak the usefuness and
relabiity of the reporied parformance information. This was due o limiiatione placsd 00 the
scope of my work and | was unabie ta audil the reparied performante information for

devetopman proriios by alternatrve means.

+ KPA 1 - Service Delivery and Infrastructure Development

— ————————
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s KPA 2 -~ Local Economic Dovelopmens

Other matter
T S e I P e e
Achevermnent of planned targets

40). Refer to the annisl pasfarmanca rapnet an pages X in X foe nformadion on the achigvement of
plannad targets for the year. This infarmation should ba considared in the context of the
matorial findings on the useduineas and redabdity of the reporied porformance information in
paragrtaph 32 o mia rapon.

[ Report uit i audit uf cumpliancy with leyislation

Introduction and acope

41. In accordance with the PAA and the gengral notico issund in terms thereol, | have a
reeponaibiiity lo repart maienal findings on the compliance of the municipatity with apecilic
matiers in key legiskaton. | performed procedures to identify indings but not 1o gather
gvdence |0 axpross 3ssUrance.

42, The matenal findngs on complance with apacific matiars in key legisinlions aro as follows;
Annual hinancia! stitements and annual reports

44. 118 Iaiaadl dlslements submdiod for auditng were nol pregared In aif mabarial tespecis in
occordonco with tha requircments of seclion 122(1) of the MIMA, Materiad n¥ssiatenvents of
non-curent asseds, current assets, Sahiditias evanim ARyl andd riccletire e
identified by the auditors in the submatied financial statements were subsequently carracted
and the supporting records were provided subsequently, bul the uncorrecied matamal
mizmaemants ano SUDDONIY 1eCOdA 1hat £0i8d Hdl be préwided rasulied in the financial
Gtatemonts raocoiving o quolilied oudi! opmion.

44. The annual financial sislemands wero nol submiited to the Auditor-General, for auciling, within
Wb fridhilfis &fier the end of the inancial year, &5 required by seclion 126(1Xa) of the MEMA.

45. The annual firancial staterments were nol submitted to e Audilor-Genoral within twe months
aftar the and of the financial year and witten explanation selting out the rensons for the fadum
wers nol {ablad in councl as requsred by section 133{1)n) of the AMFMA.

Exponditure management

46 Money owed by the municipalty was not shways pad within 30 daye, as requires by seclion
65(2)e) nf the MFLA,

47 Reascnabie steps ware nol taken to pravert unsuthodsed expenditure amountng o
R76 5§31 631, as discioged i nole 48 [0 the annuad financial slainments, in contrevention of
section 62(1Xd) of the MFMA. The majority of the unauthorisod exponditure was caused by
ovarspending on the vole,

—_—



48. Reasonable steps were not taken to prevent imegular expenditure, as required by section
62(1)(d) of the MFMA. The expenditure disclosed does not reflect the full extent of the iregular
expenditure incurred as indicated in the basis for qualification paragraph. The majority of the
disclosed irregular expenditure was caused by non-compliance with supply chain management
regulations.

49, Reasonable steps were not taken to prevent fruilless and wastefui expenditure, as required by
section 62(1)(d) of the MFMA. The expendilure disclosed does not refiect the full extent of the
frulless and wasteful expenditure incurred as indicated in the basis for qualification paragraph.
The maijarity of the disclosed fruitiess and wasteful expendilure was caused by interesl
incurred on late payments of suppliers.

Revenue management

50. An effective systam of internal control for debtors / revenue was not in place, as required by
section 64{2){f) of the MFMA.

Asset management

51. An effective system of intemal control for assets (including an asset register) was not in place,
as required by section 63{2){c) of the MFMA.

52. Capital assets were disposed of without the municipal council having considered the fair
market value of the assets and the economic and community vaiue lo be received in exchange
for the assets as required by section 14(2)(b) of the MFMA.

Liability management

53. An effective system of internal control for liabilities including a liability register was nol in place,
as required by section 63{2)(c) of the MFMA.

54. A bank overdraft / credit facility was incurred without a resolution of the municipal council
approving the debt agreement, in contravention of section 45(2)(a) of the MFMA.

55. A bank overdraft / credil facility was not repaid within the financial year, as required by section
45(4) of the MFMA.

Strategic pfanning and performance management

56. The review of the IDP was not done in accordance with the resulls of the performance
evaluation, as required by section 34(a) and 41{1)}{c){ii) of the MSA.

57. The parformance management system and related conlrols were inadequate as it did not
describa how the performance planning, monitoring, measurement, review, reporting and
improvement processes should be conducted and managed, as required by municipal planning
and performance management reg. 7(1).

Procurement and contract management

58. Some of the goods and services with a transaclion value of below R200 000 were pracured
without obtaining the required price quotations, in contravention of by SCM regulation 17(a)
and {c). Similar non-compliance was also reported in the prior year.

8



59. Some of the goods and services of a transaction value above R200 000 were procured wilhout
inviting compefitive bids, as required by SCM regulation 19(a). Deviations wera approved by
the accounting officer even though it was not impractical to invite competitive bids, in
contravention of SCM regulation 36(1).

80. The preference point system was not applied to some of the procurement of goods and
services above R30 000 as required by section 2{a) of the Preferential Procurement Policy
Framework Act. Similar non-compliance was also reported in the prior year.

61. The performance of some of the contractors or providers was not monitored on a monthly
basis, as required by section 116(2){b) of the MFMA.

62. Awards were made to providers whose directors / principal sharehoiders were in the sarvice of
other stale institutions, in contravention of MFMA 112(j) and SCM regulation 44,

Utilisation of conditional grants

63. The Water Services Infrastructure Grant was not spent for its intended purposes in accordance
with the applicable grant framework, as required by section 17(1) of the Division of Revenue
Act {Act 3 of 2017).

Consequence management

84. Unauthorised expenditure incurred by the municipality was not investigated to determine if any
person is liable for the expendilure, as required by section 32(2){a) of the MFMA.

65. lrreguiar and fruitless and wasteful expenditure incurred by the municipality wers not
investigated to determine if any person is liable for the expenditure, as required by seclion
32(2)(b) of the MFMA.

| Other information

66. The accounting officer is responsible for the aother information. The other information
comprises the information included in the annual report. The other information does not include
the financial statements, the auditor's repost and those selected development priorities
presented in the annual performance report that have been specifically reported in this
auditor's report.

87. My opinion on the financial statements and findings on the reported performance information
and compliance with legislation do not cover the other information and | do not express an
audit opinion or any form of assurance conclusion thereon.

68. In connection with my audit, my responsibllity is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statemenls
and the selected development priorities presented in the annual performance report, or my
knowledge ablained in the audit, or otherwise appears to be malerially misstated,

69. | did not receive the other information prior to the date of this auditor's report. When | do
receive and read this information, if | conclude that there is a material misstatement therein, |
am required to communicate the matier to those charged with governance and request that the
other information be corrected. ! the other information is not corrected, | may have to retract
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this auditor's report and re-issue an amended reporl as appropriate. However, if it is corrected
this will not be necessary.

internal control deficiencies J

71. The leadership did not exercise oversight of financial and performance reporting and

72. The leadership of the municipality did not set the correct tone at the top. Senior management

73. The lack of decisive action to mitigate emerging risks, implement timely corrective measures

74. The leadership did not ensure adherence to SCM policy at the municipality, which resulted in

75. The accounting officer did not prepare regular, accurate and complete financial statements that

76. Finance staff had an inadequate understanding of the accounting framework. This contributed

77. Effective and appropriate disciplinary sleps were not taken against officials who made and

70. | considered intemnal control relevant to my audit of the financial statements, reported

performance information and compliance with applicable legislation; however, my abjective
was not to express any form of assurance on it. The matters reported below are limited to the
significant intermnal control deficiencies that resulted in the basis for the qualified opinion, the
findings on the annual performance report and the findings on compiiance with legislation
included in this report.

compliance and related internal controls. The leadership did nol ensure implementation of
review processesof infarmation before submission as material errors were detected in the
financial statements and non-compliance with laws and regulations and internal control
deficiencies were noted throughout the audit process.

did not adhere to internal controls, which resulted in unauthorised and irreguiar expenditure not
being detecled by management and non-compliance with relevant laws and regulations.

and address non-performance was evidenced by the failure of management to adequately
addraess the external audit findings in a timely manner, The municipality failed to properly
analyse the control weaknesses and implament appropriate follow-up actions that adequately
addressed the root cause. This resulted in the audit findings in the prior year report recurring in
the current year

processes not preventing irregular expenditure and material non-compliance.

are supported and evidenced by reliable information, review and monitor compliance with laws
and regulations.

to the numerous misstatements in the financiai statements of the municipality.

parmitted unauthorised, iregutar and fruitless and wastelul expenditure.

10
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| 78. The underlying systems and controls were inadequate fo provide reliable and accurate
evidence to support the reporting on pradetermined objeclives.

| /ca.ép% FA /

| Kimberley

| 14 December 2018 ‘
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Annexure — Auditor-general’s responsibility for the audit

As, | exercise professional judgement and
maintain professional scepticism throughout my audit of the financial statements, and the

1. As part of an audit in accordance with the 1S

procedures perfo
and on the municipalily's compliance with respect to the se

Financial statements

2. In addition to my respensibility for the audit of the financial statements as described in this

auditor’s report, | also:

« identify and assess the risks of material misstatement of the financial statements whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion.
The risk of not detecting a material misstatement resulting from fra
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of intarnal controt

rmed on raported performance information for selected development priorities
lecled subject matters.

ud is higher than for one

+ obtain an understanding of internal control relevant to the audit in order to design audit
procedures thal are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the municipality's internal control

s evaluate the appropriatenass of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the accounting officer

» conclude on the appropriateness of the accounting officer’

of accounting in the preparation of the financial statements. | also conclude, based on the
audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Kai 1Garib Local Municipality ability 1o
continue as a going concern. If | conclude that a material uncertainty exisls, | am required
to draw attention in my auditor's report to the related disclosures in the financial
statements about the material uncertainty or, if such disclosures are inadequatse, to modify

the opinion on the fi

available to me at the date of this auditor’s reporl. However, future
may cause a municipalily to cease continuing as a going concem

nancial statements. My conclusions are based on the information

events or conditions

e evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transaclions and events in a manner that achisves fair presentation

Communication with those charged with governance

3. | communicate with the accounting officer r
and fiming of the audit and significant audit findings, incl

internal control that | identify during my audit.
rm to the accounting officer that | have complied with relevant ethical requirements

4, |also confi

regarding independence,
reasonably be thought to have a bearing on my in

safeguards.
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egarding, among other matters, the planned scope

juding any significant deficiencies in

and communicate all relationships and other malters that may
dependence and, where applicable, related

s use of the going concern basis
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Report of the auditor-general to the Northern Cape Provincial
Legislature and the council on Kai! Garib Local Municipality

N [ Report on the audit of the financial statements . |

Disclaimer of opinion

1. | was engaged to audit the financial statements of the Kai! Garib Local Municipality set out on
pages .... to . ., which comprise the statement of financial position as at 30 June 2019, the
statement of financial performance, statement of changes in net assets, cash flow statement
and statement of comparison of budget Information with actual information for tha year then
ended, as well as the notes to the financial statements, Including a summary of significant

accounting policies.

2. | do not express an opinion on the financial statements of the municipality. Because of the
significance of the matters described In the basls for disclaimer of opinion saction of this
auditor’s report, | was unable to obtain sufiicient appropriate audit evidence to provide a basis

for an audit oplnion on these financial statements.

Disclaimer of opinion
Payables from exchange transactions

3. During 2018,  was unable to obtain sufficient appropriate audit evidence that consumer debtors
with credit balances had been properly accounted for due to the status of the accounting
records. | was unable to confirm the consumer debtors with credit balances by alternative
means. Consequently, | was unable to determine whesther any adjustment was necessary o
consumer dabtors with credit balances disciosed at R10 550 002 in note 16 to the financial

statements. My audit opinion on the financial statements for the period ended 30 June 2018

was modified accordingly. My opinion on the current year finanicial statements was also

modified, bacause of the possible effect of this matter on the comparability of the consumer
debtors for tha current period.

capital projects retantion fees, payroli creditors and trade payables as describad in note 16 to
the financial statements due o the poor status of the acconting records. ! was unable to confirm
the unallocated deposits and receipts, retention fees and payroll creditors by alternative means.
I Consequently, | was unable to determine whether any adjustment was necessary to the

m 4. 1was unable to obtain sufficient appropriate audit evidenca for unzaliocated deposits and receipts,

unallocated deposits and receipts, capital projects retention fess, payroll creditors and trade
payables included in payables from exchange transactions stated at R562 885 690 in the

financlal statements.

Revenus from exchange transactions

‘\ §. During 2018 the municipality did not allocate the indigent support for all qualifying indigents, as
stated in note 22 to the financial statements in accordance with GRAP 89, Revenue from
exchange transactions. Bath service charges revenue and grant expenditure transaction were




oversiated by RE 542 582 in the comparative figuras. Consequently, | was unable to determine
whether any further adjustments were necessary to service charges stated at R93 707 584.

1 was unable to obtain sudficient appropriate audit evidence for service charges, stated in note
22 to the financial staternents, as | could not determine if the municipality recognised revenue
ard receivables from billing their own accounts. | could not confirm the service charges by
alternative means.. During 2018, the municipaitty recognised items that did not meet the
definition of revenue in accordance with GRAP 9, Revenue from exchange transactions, as the
municipality recognised revenue and receivables from billing of their own accounts, Both
service charges revenue and receivables from exchange transaction wera oversteted by
R4 324 8786 respectively in the prior year. Consequently, | was unable to determine whether
any further adjustments were necessary 1o service charges ststed at R108 922 443 and
receivables from exchange fransactions at R217 087 485 in the financial siatements.
Additionally there was a resultant impact on vat receivable, the deficil for the period and the

accumulated surplus.

Revenue from non-exchange transactions

7

was .ubable to obiain sufficient appropriate audit evidence for, revenue from public
contributions and donations as described in note 27 1o the financial statements due to the poor
status of the accounting records. In addition, the municipality did not disclose public
contributions and donations as required by GRAP 23, Revenue from non-exchange
transactions. Consequently, { was unable to determine whether any adjustment was necessary
o the revenue from public contributions and donations staied at R12 688 053 in tha financial

statements.

| was unabie to obtain sufficient appropriate audit avidence for revenue from property rates as
described In note 24 to the financial statemants due to the poor status of the accounting records.
In addition, the municipality did not disclose revenue from property rates as required by GRAP
23, Revenue from non-exchange transactions. Consequently, | was unable to dstermine
whether any adjustment was necessary to the revenue from property rates staled at
R17 560 030 in the financial stalements.

" The municipality did not recognise govermment grants and subsidies in accordance with GRAP

23, Revenue from non-exchange. Consequently, government grants and subsidies for the
current year and recsivables from non exchange transactions are understated by RS 000 000,
Additionally, there was a resuitant impact on the deficit for the period and the accumulated

surplus

Expenditure
10. In terms of GRAP1 Presentation of financial statements a municipality is required to disclose

expenditure per nature or function. Contracted services amocunting to R15 424 139
{2018:R16 801 026) included in note 30, was not appropriately presented according to its
nature. In addition, repairs and maintenance amaounting to R3 680 987 was incommectly included
In general expenditure under note 35. | was unable to determine the full extent of the
misstatement as It was impracticle to do so.

11. I was unable to obtain sufficient appropriate audit evidence for repairs and maintenance, biiling

charges, censulting and professional fees, consumables and materials and commission: sale
of prepaid and electricity Included in general expenditure in note 35 of the financial statements

2
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determine whether any adjustment was necessary to property plant and equipment stated at
___R799.218.729 in the financial statements.

18. The municipality did not recognise additions to Infrastructure assels and community assets
included In Property, Plant and Equipment in accordance with GRAF 17, Properly, plant and
equipment. Additions to property, plant and equipment of the prior ysar were incorrectly
recognised in the curent year. Consequently, property, plant and equipment’s cpening balance
was understated and additions was overstated by R8 007 215. Additionally, there was an
impact on the comparative amounts.

19.1 was unable to obtain sufficient appropriate audit evidence for the restatement of the
corresponding figure for property, plant and equipment as described in note 13 to the financial
statements, the restatement could not be substantiated by supporting audit evidenca and no
disclosure was rade for this restatement. | was unabls to confinm the restatement by alternative
means. Consequently, | was unable to determine whather any adjustment was necessary to
the property, plant and equipment corresponding figure stated at R767 153 892 in the financial
statements.

20. The municipality did not disclose property. plant and equipment that is in the process of being
constructed as required by GRAP 17, Properly, plat and equipment. The cumulative
expenditure recognised in the camying value of propesty, plant and equipment for work in
progress was not disclosed in aggregate per class of asset In nate 13 to the financial statements
for the current and the prior year. | was not able to determine the full extent of the non
disclosure.

21. The municipality did not disclose repairs and mainterance on property, plant and equipment as
required by GRAP 17, Property, plant and equipment. The expenditure incurred on repairs and
maintenance was not separately disclosed in the notes to the financial statements. | was not
able to determine the full extent of the non disciosure of repairs and maintenance on the
property, plant and equipment note for the current year as it was impractical to do so

Prior Period Ermrors

22, The municipality did not include the required information on prior period efrors in the notes to
the financial statements for the current year in accordance with GRAP 1, Presentation of financial
statements. | was not able 1o determine the full extent of the understaiement of prior period
errors for the current and prior years as it was impractical to do so.

Other Financial Asseots

23. | was unable 1o obtain sufficient appropriate audit evidence regarding other financial assets, as
described in note 5 to the financlal statements. The other financial assets disclosed In the
financial statements presented for audit purposes did not agree with the other financial assets
listing. | waa unable to confirm tha balance by alternative means. Consequently, | was unable to
determine whether if any further adjustments was necessary to other financial assets included
in non-current assets stated as -R1 813 441 in the financial statements.

Provisions

24. The municipality did not recognise provisions as presented in note 17 to the financial statements,
in accordance with GRAP19, Provisions, contingent liabliities and contingent assets. Provisions

4



landfill sites rehabilitation and finance costs_were understated with R2 872 645. Accrual_for

o employee leave pay was understated and provisions for employee leave pay overstated with

R6 451 296. Long Service awards and employee related cost were understated with R629 269.
1 was not able to detenmine the full extent of the misstatements of long service awards and
empioyee refated costs as it was impractical to do so.

Unspent conditional Grants and receipts

25. The municipallty did not recognise government grants and subsidies as presented in note 18 to
the financial statements, In accordance with GRAP 23, Revenue from non-exchange
ransactions. Government grants and subsidies was understated and unspent conditional grant
and receipts oversiated with R7 641 851. | was not able o determine the full extent of the
misstatements on unspent conditional grants and recsipts and revenue from non-exchange
transactions as it was impractical to do so.

Finance lease obligation

28. The municipality did not accurately calculate finance lease obligation as required by GRAP 13,
Leases. The financial statements presenled for audit purposes did not agree with the finance
lease obligation schedule. | waa unable 1o confirm the batance by allernative means. {n addition
the municipality did not adequately disclose the notes on finance lease obiigation as required by
GRAP 13, Leases. The totai future minimum lease payments al the reporting date was not
disclosed in the notes to the financial statements. [ was not able o determine the full extent of
the non-disciosure on financa leases gs Jt was impractical to do so. Consequently, | was unable
to determine whether any further adjustments to finance leasa obligation stated at R2 643 456
In current liability and R 280 210 in non-current liabllity in the financial statements were

necessary.
Statement of changes in net assots

27 The municipality did not accurately disclose the net assets in the financial statements in
accordance with GRAP 1: Presentation of financial statements. The financial statements
presenied for audit purposes did not agree with my caiculations due 1o the poor status of the
accounting records. | could not confirm the amounts by aiternative means. Consequently, | was
unable to determine whether any adjustments to the balance of nelt assetfs were necessary.

Cash flow statement

28. The municipality did not include cashflow statement in the financial statements for the current
and prior year in accordance with GRAP 1, Presentation of financial stalements and GRAP 2,
Cash flow Statement.

Unauthorised expenditure

28. The municipality did not disclose the current year balance of unauthorised expenditure, as
presentsd in note 44 to the financial statements, due to a lack of adequats systems in place to
account for unauthorised expanditure in accordance with GRAP 1, Fresentation of financial
statements. Consequently, unauthorised expenditure s understaled with R68 307 706
(2018: R76 531 631).
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landfill sites rehabilitation and finance costs were understated with R2 872 645. Accrual for
employse leave pay was understated and provisions for empiloyes leave pay overstated with

~__ R6 451 296. Long_ Senvice awards and empioyee related cost were understated with- R829 269. =
| was not able to detlermine the full extent of the misstatements of foeng service awards and
employee related costs as it was impractical to do so.

Unspent conditional Grants and receipts

25. The municipality did not recegnise government grants and subsidles as presented in note 18 to
the financial statemenis, in accordance with GRAP 23, Revenue frorn non-exchange
transactions, Govemment grants and subsidies was understated and unspent conditional grant
and receipts overstated with R7 641 851. | was not able to delermine the full extent of the
misstatements on unspent conditional grants and receipts and revenue from non-exchange
transactions as it was impractical to do so.

Finance jease obligation

26. The municipslity did not accurately calculate finance lease obligation as required by GRAP 13,
Leases. The financial statements presented for audit purposes dil not agree with the finance
lease abligation schadule. | was unable to confirm the balance by allernative means. in addition
the municipality did not adequately disclose the notes on finance lease obligation as required by
GRAP 13, Leases. The total future minimum lease payments at the reporting date was not
disclosed in the notes to the financlal statements. [ was not able to determine the full extent of
the non-disclosure on finance leases as it was impractical to do so. Consequently, 1 was unable
to determine whether any further adjustments to finance lease obligation stated at R2 643 456
in current lability and RO 260 210 in non-current liability in the financial statements wera
necessary.

Statement of changes in net assets

‘, 27 The municipality did not accurately disclesa the net assets in the financial statements in
accordence with GRAP 1: Fresentation of financial statements. The financial statements
presented for audit purposes did not agree with my calculations dus to the poor status of the
accounting records. [ could not confirm the amounts by alternative means. Consequently, | was
unable to determine whether any adjustments to the batance of nett assets were necessary.

Cash flow statement |

28. The municipality did not include cashflow statement in the financial statements for the current
and prior year in accordance with GRAP 1, Presantation of financial stetements and GRAP 2,
Cash flow Statement.

Unauthorised expenditure

29. The municipality did not disclose the current year balance of unauthorised expenditure, as
presentad in note 44 to the financial statements, due to a lack of adequate sysiems In place o
account for unauthorised expenditure in accordance with GRAP 1, Presentation of financisl
statements. Consequently, unauthorised expenditure is understated with RE8 307 706
(2018: R78 531 831).




Related parties

30. The municipality did not disclose the value of transactions on related parties as presented in
note 41 to the financial statements in accordance with GRAP-20,- Related party Disclosure. The
municipality did not maintain adequate records of the related party relationships. Consequently,
related parties is understated with R7 765 626.

Contingent iiabilities and assets

31. The municipality did not disclose contingent liabilities and assets in the notes to the financial
statements for the curment and prior year in accordance with GRAP 1, Fraesentation of financlal
staterments. As the municipality did not mainiain adequate records of contingent liabllities and
assets, | was not able lo determine the full extent of the understatement of contingent liabilities
and asseots for the current year as it was impractical to do so.

Material losses

32. The municlpality did not disclose material losses, as required by section 125(2)(d) of the MFMA
in the notes to the financisl statements for both the current and prior year.

Financial Instruments

33. The municipality did not includa the required information on financial instruments In the notes to
the financiai statermnents for the current and prior year in accerdance with GRAP 104, Flnancial
instrumaents. As the municipality did not maintain adequate records of financial instruments, |
was not able to determine the full extent of the understatament of financial instruments for the

current and prior year as it was impractical to do s0.
Commitments

34. The municipality did not include the required information on commitments in the notes o the
financial stataments for the current and prior year in accordance with GRAP 1 , Presentation of
financial statements. As the municipality did not maintain adequate records of commitments, )
was not able to determine the full extent of the understatement of commiimants for the current

and prior year as it was impractical to do so.
Empoyee benefits

35. The municipality did not disclose the required information on employee benefits in the financial
statements for the current and prior year in accordance with GRAP 25,Employee benefits. The
municipality did not maintain adequate records of the employea benefits. During 2018 the
municipality was unable to provide sufficient appropriate audit evidence fo substantiate the
amount. [ was not able to datermine the full extent of the misstatement as it was impracticle to
do so.

Material uncertainty relating to golng concern

38. | draw attention to the matter below. My opinion is not modified in respect of this matier.

37. The municipality’'s cumrent liabilities exceeded its current assets by R333 183 520
(2018: R 260 5689 795). These conditions, aelong with other matters as sat forth in note 42,
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indicate the axistence of a material uncertainty that may cast significant doubt on the
municipality’s ability to operate as a going concem.

~ Other matters
38. | draw attention to the matters below. My opinion is not modified in respect of these matlers.

Unaudited disclosure notas (MFMA 125)
39. In terms of section 1256(2)e) of the Municipal Finance Management Act of South Africa, 2003

{Act No. 58 of 2003) (MFMA), the municipality is required o disclose particulars of non-
compliance with the MFMA in the financial statements. This disclosure requirernent did not form
part of the audit of the financial statements and, accordingly, | do not express an opinion on it.

Responsibilities of the accounting officer for the financial statements

40. The accounting officer is responsible for the preparation and fair presentation of the financial

41.

statements in accordance with Standards of Generally Recognised Accounting Practica (GRAP}
and the requirements of the MFMA and the Division of Revenus Act of South Africa, 2017 {Act
No. 3 of 2017) (Dora) and for such intemnal control as the accounting officer determines s
necessary o enable the preparation of financial statements that are free from material

misstaternent, whether due to fraud or error.

In preparing the financial statements, the accounting officer is responsible for assessing the Kai
1Garib local municipality’s ability to continue as a going concem, disclosing, as applicable,
matters relating to going concern and using the going concam basis of accounting unless the
appropriate governance structure either intends to liquidate the municipality or to cease
operations, or has no realistic altemative but to do so.

Auditor-general's responsibilities for the audit of the financial statements

42. My responsibility is to conduct an audit of the financial statements in accordance with the

International Standards on Audiling and to issue an auditor's repert. However, because of the
matiers described in the basis for disclaimer of opinion section of this auditor's report, | was
unable to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on

these financial statements,

. lam independent of the municipality in accordance with sections 290 and 291 of the International

Ethics Standards Board for Accountants' Code of ethics far professional accountants (IESBA
code) , paris 1 and 3 of the intemational Ethics Standards Board for Accountants’ International
Code of Ethics for Professicnal Accountants (including International independence Standards)
and the ethical requirements that are relevant to my audit of the financial statements in South
Africa. | have fulfiled my other ethical responsibilittes in accordance with these requirements

and the I[ESBA codes.

—_ —— —_—
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Report on the audit of the annual performance report B

44, Introduction and scope

45. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and
the general notica Issued in terms thereof, | have a responsibility to report material findings on
the reported performance Information against predeiermined objectives for seiecled
development priorities presented in the annual performance report.  performed procedures 1o
identify findings but not to gather evidence to express assurance.

46. | evaluated the ussefulness and reliability of the reported performance information in accordance
with the criteria developaed from the performance management and reporiing framework, as
defined in the genera! notice, for the foliowing selected development priorities presented in the
annual performance report of the municipality for the year ended 30 June 2019:

.
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47. | performed procedures to delermine whether the reporied performance information was
property presented and whether parformance was consistent with the approved performance
planning documents. | performed further procedures te determine whether the indicators and
related targets were measurable and relevant, and assessed the reliability of the reported

performance information to determine whether it was valid, accurate and complete.

48, The materal findings in respect of the ussefuiness and refiability of the selected development
priorities are as follows:
Basic services and infrastructure

Various indicators

49. | was unable to obtain sufficient appropriate audit evidence for the reported achievements in
the annual performance report of the indicators listed below, This was due to'a lack of technical
Indicator descriptions, proper performance management systems and processes with formal
standard operating procedures that predetermined how the achievement would be measured,
monitored and reported. | was unable to confirm that the reported achiavements of these
indicators were reliable by altemative means. Consequently, | was unable to determine whether
any adjustments wera required to the reporied achievements.
|

50. The measures iaken 1o improve performance against all targels in below table were not
included in the annual performanca report.



Indicator description Reported achievemsnt

The unit to provide a waste removal service in all 16

- s fowns i
Limit electricity losses {accounted electricity) io 25%
10% by 30 June 2019)

50% completion of all capital projects listed in the 51%
iDP for 2018/19 before 30 June 2019

The unit 1o respond to all requests for installation of | 100%
electrical meters by 30 June 2019

| The unit to attend to ai bursts, leaks and queries 100%

per quarter before 30 June 2019

Limit water losses 10 15% by 30 June 2019} 45%
The unit to respond to 100% of sewerage 100%
extraction requests

The unit to rehabllitate the 1000m Voortrekker road | 100m
in Kakamas before 30 June 2018

The unit to rehabliiitate 300m of Elaventh Avenue 300m
road in Kakamas before 30 June 2019

The percentage of the municipel capital budget 76%
actually spent on capital projects by 30 June 2018

Other matter
51. | draw altention to the matter below.
Achisvement of planned targets

52. Refer to the annual performance report on pages ... to ... for information on tha achieverment
of planned targets for the year, This information should be considered in the contaxt of the
malteriat findings on the usafulness and reliability of the reported performancs information in

paragraphs 34 to 35 of this report.

| Report on the audit of compliance with legislation I

Introduction and scope

53. In accordance with the PAA and the general notice issued in terms thereof, | have a responsibility
to report material findings on the compliance of the municipality with specific matters in key
legisiation. 1 performed procedures to identify findings but not 1o gather evidence to express

asstance.




e ———

'I
J 54. The material findings on compliance with specific matters in key legislations are as follows:

— Annual financial statements and annual reports

accordance with the requirements of section 122(1) of the MFMA, Material misstatements of
non-current assets, current assets, liabiilties, revenue, expenditure & disclosure items identified
by the auditors in tha submitted financial stalements and or supporting records that could not be
provided resulted in the financial statements receiving a disclaimer audit opinion.

56. The 2017/18 annual report was not tabled in the municipal council after the end of the financial
year, as required by section 127(2) of the MFMA,

f 55. The financial statements submiited for auditing were not prepared in al! material respects in
’ Expenditure management

57. Money owed by the municipality was not aiways pald within 30 days, as required by section
85(2)e) of tha MFMA.

58.1 was unable to obiain sufficient sppropriate audit evidenca thal paymenis from the
municipality's bank account were approved by a properly authorised official, as required by
section 11(1) of the MFMA

59. Reasonable steps were not taken to ansure that the municipality implements and maintains an
offective system of expenditure control, including procedures for the approval of funds, as
required by section 65(2)a) of the MFMA.

80. Reasonable steps were not teken to pravent imegular expenditure, as required by section
62(1){d) of the MFMA. The expenditure disclosed does not reflect the full extent of the imegular
expenditure incurred as indicated in the basis for Disclaimer paragraph. The majority of the
disclosed irmegular expenditure was caused by not following proper procurement processes.

61. Reasonable steps were not 1aken to prevent fruilless and wasteful expenditure amounting to
R87 679 045, as disclosed in note 45 to the annual financial statements, in contravention of
section 62(1){d) of the MFMA. The majority of the disclosed fruitless and wasteful expanditure
was caused by interest on ate payments of creditors.

62. Reasonable steps were not taken to prevent unauthorised expenditure, as required by section
82(1)}(d) of the MFMA. The expenditure disclosad does not reflect the full extent of the
unauthorised expenditura, The majority of the disclosed unauthorised expenditure was caused

by overspending of budget.
Strategic planning and performance managemaent

63, The SDBIP for the year under review did not include monthly revenue projections by source -
the monthly operationat and capital expenditure by vote, as required by section 1 of the MFMA.

64. Amendments to the IDP were made without making the proposed amendments available for
public comment, as required by section 34(b) of the MSA and municipel planning and
performance management reg 3(4)(b).

65. Amendments to the IDP were made without consullation with the district municipality, as
required by municipal planning and performance management reg 3(6)a).

10




Consequences management

86. Imegular expenditure and Fruitless and wasteful expenditure incurred by the municipality was
not Investigated to determine if any person is liable for the expenditure, as required by section
32(2)(b) of the MFMA,

67. Unautheorised expenditure incurred by thé municipality was not invesligated to datemmine if any
person is liable for the expenditure, as required by section 32(2)(a) of the MFMA.

Assets management

68. An effective system of internal contro} for assats was not in place, as required by saction
63(2)(c) of the MFMA.

69. Capltal assets were disposed of without the municipa! council having a meeting open to the
public, decided on whether the assets were still needed te provide the minimum level of basic
municipal services and considered the fair market value of the assets and the economic and
community value to be recelved in exchange for the assets, as required by section 14(2){a) ahd
14{2){b) of the MFMA

Revenue management

70. An effective system of internal control for deblors and revenue was not in place, as required by
section 542)f) of the MFMA.

Procurement and Contract management

74. Some of the goods and services with a transaction value of below R200 000 wers procurad
without obtaining the required price quotations, in contravention of SCM segulation 17{a) and
(c). Similar non-compliance was also reported in the prior year.

72. Some of the goods and services of a transaction vaiue above R200 000 were procurad without
inviting competitive bids, as required by SCM regulation 19(a).

73. Sufficient appropriaie audit evidence could not be obtained thet invitations for competilive
bidding were advartisad for a required minimum period of days, as raquired by SCM regulation
22(1) and 22(2).

74. Some of the bid documentation for procurement of commodities designated for local content
and production, did nol stipulate the minimum threshold for local preduction and content as
required by the 2017 preletential procurement regulation 8{(2). This non-compliance was
identified in the procurement processes for the refurbishment of Kakamas sewage pump
station.

75. The parformance of some of the coniractors or providers was not montiored on a monthly basis,
as required by section 116(2)}{b) of the MFMA. Similar non-compliance was also reported in the

prior year,

1




Page |a32

I_lnternal control deficiencies

76.

78.

79.

81.

i considered intemal controls relevant to my audit-of-the financial- statements;—reported
performance information and compliance with applicable legisiation; however, my objective was
not to express any form of assurance on it. The matters reported below are limited to the
significant internal control deficiencies that resulted in the basis for the disclaimer of opinion, the
findings on the annual performance report and the findings on compliance with leglislation
included in this report.

. Leadership did not take appropriate action with regard to a iack of controls in the firance and

supply chain management unit, resulting in the re-occurrence of the material misstatements and
compliance issues.

‘The municipality did not implement effective HR management to ensure that adequate and
sufficiently skilled resources are in place and that performance is monitored. Vacancies was
also expatienced on key positions which impacted negatively on monitoring of controls.

Effective financial systems of intemnal controls and their management had not been implemented
to ensure accurate finandial statements. The preparation and review of the financial stalements
was not adequately planned, to ensure a comprehansive review takes place.

. Tha municipality did not implement proper record keeping in a timely manner to ensure that

compiets, relevant and accurate information is accessible and available o support firancial and
performance reporting.

The financial statements were submitted late during the prior year which resulted In limited time
for management to develop, implementation and the monitoring of the action plan. This resulted
In some of the prior period findings not been addressed in full. in addition, management did not
develop and monitor the implementation of action plans to address internal controf deficiencies

previously identified.

. The municipality did notimplerent appropriate risk management aclivities to ensure that regular

risk assessments, including consideration of IT risks and fraud prevention, are conducied and
that a risk strategy to address the risks Is developed and monitored.

Auditor Gereral

Kimberiey

30 November 2019

AUDITORE-GENERAL

3OUTH AFEICA

Auditing 10 build prblic conlidence
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COMMENTS ON MFMA SECTION ‘
71 RESPONSIBILITIES |

In terms of Section 71 of the MFMA, Municipalities are required to return a series of I
financial performance data to the National Treasury at specific intervals throughout :
the year. The Chief Financial Officer hereby states that these data sets have been

returned according to the reporting requirements. ‘

Signed (Chief Financial officer).......oovveeciiininiann.
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EXECUTIVE COMMITTEE

% Mayor M. Louw - Chairperson - ANC
 Cllir. W. Klim - ANC
% Clir, C. Markgraaf - DA

7

SOCIO-ECONOMIC COMMITTEE

e

*

Cllr. D. Jaar - Chairperson - ANC
ClIr. B. Kordom — ANC

ClIr. M. Papier — ANC

Cllr. C. Kruger - DA

Cllr. C. April - EFF

INSTITUTIONAL DEVELOPMENT COMMITTEE

L)
..O

*
...

\J
..0

>
..’

.
o0

CllIr. V. Sacco - Chairperson — ANC
Cllr. B. Bock - ANC

Cllr, N. Snyers - ANC

Cllr, J.De Klerk — DA

ClIr, E. Strauss - DF

INFRASTRUCTURE DEVELOPMENT COMMITTEE

\J}
0..

. -
..0 ..Q

L}
O..

-
.0

L)

Cllr. B. Kordom - Chairperson — ANC
ClIr. E. Fritz — ANC

Clir. Thomas

ClIr. A. Smith - DF

Cllr. C. Bezuidenhout - DA

-
> 0..

>
..

J

L)
.0

)
..0

:

.
...

Cllr. B. Bock — Chairperson — ANC
Cllr, V. Sacco - ANC

Cllr. D. Jaar -~ ANC

Cllr, Y April - DA

Clir, E. Strauss - DF

7
..‘

L}
e

5

b4

»
0..

LOCAL LABOUR FORUM

e

*

Cllr, V. Sacco - ANC
Cllr. J, De Klerk - DA
Cllr. B. Bock — ANC
Cllr. N. Snyers — ANC
Cllr. E. Strauss —- DF

L)
g

*
0.0

>
.’

L)

>

»
*

DISCIPLINARY COMMITTEE

% ClIr. M. Papier — Chairperson — ANC
** ClIr. N. Snyers — ANC
% CIIr. C. Kmger - DA

e
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Municipal Committees

Purpose of Committee

Municipal Public Accounts Committees |

Overseeing municipal
accounts and spending

Committee for Institutional Development

Municipal transformation
and Institutional
Development

Committee for Socio Economic
Development

LED forms an important part
of economic growth in the
region.

Executive Committee

Finance related information
(compliance reports and
budgets)

Committee for Infrastructure
Development

Oversees municipal
Infrastructure development
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| ______Municipal / Entity Functions 2lh]

| MUNIGIPALFUNCTIONS [ Function Applicable to | Function ‘
| | Municipality(Yes /NoJ? | Applicable | |
. I I tobntity | [0
‘ _———————— = .I - ——— (-YGSI’NJO)
| Constitution Schedule 4, Part B functions: | Ei | i
i Air pollution No No
‘ Building regulations Yes No J
| Child care facilities No No ‘
|' Electricity and gas reticulation Electricity No |
| Firefighting services Yes No !
| Local tourism Yes No
’ Municipal airports No No |

Municipal planning Yes No |
|| Municipal health services Yes No ‘
‘ Municipal public transport No No
’ Municipal publicworks only in respect of the needs of

municipalities in the discharge of their responsibilities to Yes No
f administer functions specifically assigned to them under this

Pontoons, ferries, jetties, piers and harbours, excluding the
’ regulation of international and national shipping and matters 0 D

Stormwater management systems in built-up areas Yes No
[ Trading regulations No No
‘ Water and sanitation services limited to potable water supply

systems and domestic waste-water and sewage disposal Yes No

Continued next page
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Continued from previous page

Municipal / Entity Functions

MUNICIPAL FUNCTIONS Function Applicable to | Function
| ____|Municipality.(Yes / No}* | Applicable.
 toEntity
(Yes / No)
Constitution Schedule 5, Part B functions:
Beaches and amusement facilities No No
Billboards and the display of advertisements in public places No T
Cemeteries, funeral pariours and crematoria Yes No ¥
Cleansing Yes No
Control of public nuisances No No
Control of undertakings that sell liquor to the public Yes No
Facilities for the accommeodation, care and burial of animals No No
Fencing and fences Yes No
Licensing of dogs No No
Licensing and control of undertakings that sell food to the No No
public
Local amenities No No
Local sport facilities Yes No
Markets No No
Municipal abattoirs No No
Municipal parks and recreation Yes No
Municipal roads Yes No
Noise pollution No No
Pounds No No |
Public places Yes No
Refuse removal, refuse dumps and solid waste disposal Yes No
Street trading No No
Street lighting Yes No
Traffic and parking Yes No
* If municipality: indicate (yes or Noj; * If entity: Provide name of entity D
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Appendix G-
AUDIT COMMITTEE
RECOMMENDATIONS




1

|

"~ gluly2018 9 5 4
28 August 2018 3 1 2
10 &11 September 1 1 )
2018
19 October 2018 24 10 14
5 December 2028 10 A 6
3 April 2019 22 12 10
Total 69 33 36




| ANNEXURES AND _
| VOLUMES |

| The following documents herewith form part of the Final Annual Report
| 2018/2019:

Annexure A - Annual Performance Report
Annexure B - Audit Committee Report

' VOLUME [IA Annual Financial Statements

VOLUME |IB Audit Recovery Plan







Annexure A

Annual Performance Report
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Annual Performance Report of Kai
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1 VISION & MISSION

Vision
“Creating an economically viable and fully developed municipality, which enhances the standard of living of all the inhabitants / community ¢

Kai! Garib through good governance, excellent service delivery and sustainable development.”

Mission

e Improved wogaaommonm and relationships with key role-players

* Transparency in planning and management

» Proper understanding of the needs of communities

¢ The implementation of a development orientated approach to Local Government.
* Discipline and motivation among officials and councillors

¢ Building capacity among the staff and Community wherever possible in order to enable them to play an effective role in Local Government.

2 PURPOSE OF THE SECTION 46 REPORT

In terms of Section 46(1)(a) of the MSA a municipality must prepare for each financial year a performance report reflecting the municipality’s and an
service provider’s|performance during the financial year, including comparison with targets of and with performance in the previous financial year. Th
report must, furthermore, indicate the development and service delivery priorities and the performance targets set by the municipality for the followin

financial year and measures that were or are to be taken to improve performance. Efforts have been made to ensure that this report is reflective of th
above legislative requirements.

The Annual Performance Report is based upon Kai !Garib Municipality’s development priorities and objectives as set out in the Integrated Developmen
plan in line with the Municipal Systems Act 32 of 2000.
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Previous Finaneial Year
2016/2017

Financial Year under Revie w

201772018

Total Households: 23 017

No. INDICATOR TARGET ACHIEVED TARGET ACHIEVED RATING
KPA: 1 — Water (access to
piped water)
1.1 100% 84.15% 100% 72.00% Not Fully Effective

Overview

Kai !Garib Local Municipality has 3 bulk treatment plants, namely Kakamas, Keimoes and Lennertsville
and has 10 package plants, with some settlements getting transported purified water.

Reason for Variance - Positive or

Lack of sufficient funding to render quality service (especially in smaller settlements during summer

Implementation of Water Network strategic plans

Negative seasons.)
Limited available water
| Water is transported to smaller settlements using water trucks.
|
. Provision of water trucks.
Remedial Action
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I'revious Financial Year Financial Year under Review

| . 2016/2017 g o 201772018
No. INDICATOR TARGET ACHIEVED TARGET ACHIEVED RATING
1.3 Sanitation 100% 47 % 100% 46 % Not Fully Effective

The municipality experiences huge problems with sanitation in all of the 10 wards. Many settlements are
_ currently making use of the VIP systems which are currently full and posing health risks to communities.
Overview Almost all informal settlements in Kai !Garib do not have decent sanitation systems

The increase in number and size of the informal settlements.
Reason for Variance - Positive or |Lack of Funding
Negative

Remedial Action Development and implementation of strategies to counter negative variance
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No. INDICATOR TARGET ACHIEVED TARGET ACHIEVED RATING

.Ej number of jobs

created through the

municipality’s local 398

3 economic 527 532 563 Target not met
development
mitiatives including
nm_ﬁwm_ projects.
The EPWP program provides poverty and income relief through temporary work for the
unemployed to carry out socially useful activities. The EPWP creates work opportunities in four
sectors, namely infrastructure, non-State, environment and culture and social, by:
. increasing the labour intensity of government-funded infrastructure projects
Overview

creating work opportunities through the Non-Profit Organisation programme and Community
Work Programme

creating work opportunities in public environment and culture programmes
creating work opportunities in public social programmes.

Reason fol Variance -
Positive or Negative

Some projects had to be halted because of the poor cashflow situation

Remedial Action

Strict adherence to the approved budget
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Previous Financial Year

Financial Yeoarundes Revie s

2006/20017 I : 2017/2018

INDICATOR

No. TARGET ACHIEVED TARGET ACHIEVED RATING
Financial Viability

Debt covarage

Whara:

A —repfesent Dept coverage,

5 m.wnﬂu‘u.-nuwu TEtaagsalno Ty 4.7 0.5691 4.7 0.9906 ot m..“-:%
Effective

C - represents oporating granta

UI_.lu..ool:_IDevnul:\_novus.:-:»-..._i.
__:-Bﬂﬂuw -

radamgition) dua within tha financial year

: Due to extreme cashflow constraints the municipality is struggling to meet its monthly
Overview A
commitments

R e %M-NDM-MMN. sositivelor Improvement is due to the strenghtening of the debt collection unit

_

Remedial Action The implementation of the credit control policy will improve the situation
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INDICATOR
Financial Viability

Previouns Financial Year

Financial Year under Review
=001 6/200170 0 ks 2017/2018

TARGET ACHIEVED TARGET ACHIEVED RATING

Cost caverage

{Gash A vailable plus nvestments)

A «reprasents cost coverage,

8 —ropresants all available ceshata
particulartime, ond

C - repreaents inveatmenta

D - represents mo nthiy fixed

o pearating expanditure

Not Fully
0017 0034
=3 D00 2 g 3 Effective

Overview

Extreme cashflow constraints results in the municipality being unable to meet its monthly
commitments

Reason for <..wn.mw=nm - Positive or
Negative

Ineffective planning by departments and a non-adherence to budget limitations

Reme dial Action

Establishment of a debt collection unit, implementation of the debt control policy and budget
control measures
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5. mom__u“__ PERFORMANCE ON TOP LEVEL SDBIP

The Service Delivery and Budget Implementation Plan (SDBIP) details the implementation of service delivery
and the budget for the financial year in compliance with the Municipal Finance Management Act(MFMA), 2003
(Act 56 of 2003). The SDBIP serves as a contract between the administration, the Council and the community,
expressing the objectives set by the Council as quantifiable outcomes that can be implemented by the
administration over the next twelve months. The SDBIP facilitates the process of holding management
accountable for their performance. It provides the basis for measuring performance in the delivery of services.

Legend
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’ ; 1xupdated indigent .
f Fimancial Viability “a%ana:__e.__%_igas Revene H““ﬁﬁmﬂ“%ﬂ“ wgisterbefore fune | Director Finandal
and Management | required per MEMA[PDO3) m“._. 2019, 12 reports on Services
[KPA3) ! updated register
Munidpal #
The unit to ensure 2 90%
Finandal Viabiiity | Implement finantial reforms as Payment % rate-per | Director Finandal
1 - Revenue payment rate for 2!l servites ] Percentage
and Management |  reqeited per MFMA (FDO3) rendered by e 2013 Quarter Mezsured Services
[XPAJ) i |
Muridpal : ; - [
1 I |
Finandal Viability _au_mai_.__g_u.u_ reforms zs | ym_u_._;.s envore tht Ok of a3 of elecicy eter Director Finandal
3 e . -~ ;_;s (PD03} | Revenue elechricity metersare readona | readasa%of total Services 173 Percentage
f ;pﬂ% s _ monthly basisby 3June 2019 |  electridity meters
Fi z:"___“_um_“._ J _ma...am_ﬂ__n.m_aaaﬁ,. The it ensure that S af | 50fwate meters read Director Finandal
Y ___Hﬁm ? __” g - ;w?s___aow“ | Revene watermetersarereadona | asa% of total water G a.ﬂu 9% Percentage 3-Jur-19
e Moregenent] R g pe | monthly basis by 30June 2013 meters _
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pabllc | The unltto ensure that 75%
]
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6.2 CAPITAL PROJECTS
Funding Directorate Indicator Target Date | Q1 Target | Q1 Results | Q2 Target | Q2 Results Q3 Target |Q3 Results | Q4 Target
Upgrading of Water
. Network:
Plan d
MIG S A g emsmond/Mctaggert | 300062019 | 25%
Development
skamp -100% completed
by 30 June 2019
Upgrading of Water
Planning and Network: Eenduin/ A
g Development | Loxtonvale completed LA D
by 30 June 2019
Providing community
Planning and lighting in Kenhardt o
Al Development (Ward 10) before 30 TP Pl
June 2019
Refurbishment of
Planning and | Kakamas Sewer Pump .
el Development | Stations before 30 June e 25
2019
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6.4 CEMETERIES
Project Name Ward | Total Project | MIG Budget mxw“%gm Counter Fundingl  Project Status
! Cost
Alheit: 2m+ Cemetery | 2 | 1994249 1994249 0 136 450|Registration
Kakamas: Cemetery | 3 4 664392 664 392 0 518 927|Feasibility Study
Feasibility Study
Lutzburg: Cemetery 7 488 290 488 290 0 398 666|Feasibility Study
Feasibility Study
Marchand; Cemetery 2 488 290 488 290 0 398 666|Feasibility Study
Feasibility Study
'TOTAL 3635221 3635221 0 1452708

The need for the development of cemeteries at prioritised sites: Kakamas
Alheit was identified during the
and Infrastructure Development.

, Keimoes, Kenhardt, Marchand, Lutzburg and
public participation processes for the development of the IDP. NKPA 1: Service Delivery
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MUNICIPAL PUBLIC ACCOUNTS COMMITTEE MEMBERS

No | Position Name . S 11}
1 |Chairperson Clir B Bock
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1. Introduction

In accordance with section 121 of the Municipal Finance Management Act (MFMA) all
municipalities must compile an annual report with the intent purpose of reporting on the

activities of the Municipality for a specific financial year,

The relationship between the IDP, Budget and Annual Report is well documented in National
Treasury’s MFMA circular no. 11, which stated, “The IDP and Budget is forward looking, they
set out what a municipality intends to do and the funds it will raise and spend. The annual report
on the other hand, is backward looking as it reports on actual performance at the end of the

financial year.”
In compiling the document Task Team was appointed to formulating the Draft Annual Report.

Once all the information was gathered it was consolidated into the format provided by National

Treasury. All directors were approached to ensure the accuracy of the said information.

The Draft Annual Report 2018/2019 was submitted with the Annual Financial Statements and
the Annual Performance Report to the office of the Auditor General by the end of August 2019

as required by legislation.

The oversight report is the final major step in the annual reporting process of a municipality in
accordance with section 129 of the MFMA. This section determines that the Oversight Report is
to be adopted by council during March of each year. This was unfortunately postponed due to the




magnitude and severity of the Covid-19 (Corona Virus) outbreak which has been declared a

global pandemic by the World Health Organization (WHO).
2. Legal Framework

Section 46 of the Municipal Systems Act requires the municipality to prepare a Performance
Report for each financial year, which reflects the performance of the municipality as measured
by predetermined targets as well as the performance of the previous year. The annual
performance report must form part of the Municipality’s Annual Report in terms of section 127
(1) of the MFMA.

Kai !Garib Local Municipality tabled its Draft Annual Report on 28 February 2020 in
accordance with section 127 (2) of the MFMA. The Draft Annual Report was made public in
terms of section 127 (5) of the same act and the closing date for public submissions was on 27

March 2020.
3. The oversight committee

The oversight role of council is an important component of the financial reforms and it is
achieved through the separation of roles and responsibilities between the Council, the Executive
and the Administration. Good governance, effective accountability and oversight can only be
achieved if there is a clear distinction between the functions performed by the different role

players.

The functions of the Municipal Public Accounts Committee are stipulated in the guidelines

provided by National Treasury.

Section 129 (4) of the MFMA further provides for the issuance of guidance on the manner in
which municipal councils should consider annual reports and conduct public hearings, and the
functioning and composition of any public accounts or oversight commiitees established by the
council to assist it to consider an annual report

The primary functions of the MPAC are inter alia

i. To consider and evaluate the content of the annual report and to make
recommendations to council when adopting an oversight report on the Annual Report.
ii. In order to assist with the conclusion of matters that may not be finalized, information

relating to past recommendations made on the Annual Report must also be reviewed.



This related to current in-year reports, including the quarterly, mid - year and annual

I'eports.

4. Executive summary

In terms of the Municipal Finance Management Act (Act No 56 of 2003) and the Municipal
Systems Act (Act No 32 of 2000), each municipality must prepare an Annual Report for each
financial year. The purpose of the Annual Report is to:

e Provide a record of activities of the municipality or municipal entity during the financial
year to which the report relates;
» Provide a report on performance against the budget of the municipality or the municipal

entity for that financial year; and
e Promote accountability to the local community for the decisions made throughout the

year by the municipality

S. Annual Report 2018/2019 Consultation and Oversight Process

The 2018/19 Annual Report was completed using the template that was rolled out by National
Treasury and the National Department of Cooperative Governance and Traditional Affairs

(COGSTHA).

6. Conclusions on the Annual Report of Kai !Garib Municipality

The Municipal Public Accounts Committee notes with appreciation the improvement in the
quality of annual reporting made by the management. It is pleasing to note that the following

requirements as required in terms of section 121 (3) of the MFMA as follows were included in

the Annual Report:

¢ Annual Financial Statements

» Auditor General’s Report

* Annual Performance Report in terms of section 46 Municipal Systems Act

* An assessment by the municipality’s accounting officer of the municipality’s

performance against measurable objectives referred to in section 17 (3)(b) for revenue



collection from each revenue source and vote in the municipality’s approved budget for
the relevant financial year:
—— e Particulars-of any-corrective action taken or to be taken in response to issues raised in the—
audit reports (audit recovery plan) |
e Any explanation that may be necessary to clarify issues in connection with the financial
statements
e Any information as determined by the municipality

e Any recommendations of the Municipality’s Audit Committee

7. The process to be followed

Annual report process

8. Conclusion

The Municipal Public Accounts Committee recommends that:



i. Council having fully considers the annual report of Kai Garib and the representations
thereon, adopt the oversight report and the Annual Report (2018/2019) without

reservation.

Cllr B Bock

Municipal Public Accounts Committee, Chairperson. (MPAC)
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Accounting Officer's Responsibilities and Approval

The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate
accounting records and is responsible for the content and integrity of the unaudited annual financial statements and related
financial information included in this report. It is the responsibility of the accounting officer to ensure that the unaudited
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 audilors are engaged to express ah
independent opinion on the unaudited annual financial statements and was given unrestricted access to all financial records
and related data.

The unaudited 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 unaudited 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 he 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 delegaticn of responsibilities within a
clearly defined framework, effective accounting procedures and adequate segregation of dulies 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 municipalily 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
unaudited annual financial stalements. However, any system of internal financial control can provide only reasonable, and
nat absolute, assurance against material misstalement or deficit.

The unaudited annual financial statements have been prepared on the basis of accounting policies applicable io a going
concern. This basis presumes that funds will be available to finance future operations and that the realisation of assets and
setllement 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 significan} of
these is that the accounting officer continue to procure funding for the ongoing operations for the municipality and that the
municipality is very reliant on grants from National Treasury. Funding will be received from National Treasury as long as the
municipality comply with all legislation requirements. The collection of outstanding consumer debtor accounts and effective
service delivery is also a priority of the municipality.




The external auditors are responsible for independently reviewing and reporting on the municipality's unaudited annual
financial statements. The unaudited annual financial statements will be audited by the municipality's exiernal auditors and
their report will be presented after the annual auditing process,

The unaudited annual financial statements set out on pages 7 to 87, which have been prepared on the going concern basis,
were approved by the accounting officer and were signed by him.

E(%

Mr. I.G.A. de Waal (Acting)

Municipal Manager (Accounting Officer)
Kai 1Garib Local Municipality

30 August 2019
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Accounting Officer's Report

The accounting officer submits his report for the year ended 30 June 2019.
4. Review of activities
Main business and operations

Kai !Garib Municipality is local municipality performing functions as set out in the constitution {Act no 105 of 19886),
and operates principally in the Northern Cape province of South Africa.

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

Net deficit of the municipality was 88,222,603 (2018: deficit 67,267,087).

2. Going concern

We draw atiention to the fact that at 30 June 2019, the municipality had an accumulated deficits of 309,409,677 and
that the municipality's total liabiiities exceed its assets by 309,408,677.

The unaudited 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 concemn is dependent on a number of faclors. The most
significant of these is that the accounting officer continue to procure funding for the ongoing operations for the

municipality and that the subordination agreement referred {o in note 42 of these unaudited annual financial
statements will remain in force for so long as it takes 1o restore the solvency of 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 Officer's interest in contracts
The accounting officer has no interest in contracts awarded, either direct or indirect.

5. Accounting policies
The unaudited annual financial statements prepared in accordance with the Municipal Finance Management Act
(MFMA) and effective standards of Generally Recognised Accounting Practices (GRAP), including any interpretations
of such Statements issued by the Accounting Practices Board (ASB) in accordance with Section 122(3) of the
Municipal Finance Management Act, (Act No 56 of 2003).
Accounting policies for malerial transactions, events or conditions not covered by the GRAP reporting framework ,

have been developed in accordance with paragraphs 8, 10 and 11 of GRAP 3 (Revised — March 2012) and the
hierarchy approved in Directive 5 issued by the Accounting Standards Board.
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11.

Accounting Officer

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

Name Nationality
Mr. .G.A. de Waal (Acting) South Africa

Corporate governance

General

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

development of best practice.

The municipality confirms and acknowledges its responsibility to total compliance with the Code of Corporate
Practices and Conduct ("the Code") laid out in the King IV Report on Corporate Governance for South Africa of
September 2009. The accounting officer discuss the responsibilities of management in this respect, at Council
meetings and monitor the municipalily's compliance with the Code on a quaterly basis.

The salient features of the municipality's adoption of the Code is outlined below:

Audit committee

The audit committee was established with effect from 1 July 2014. The chairperson of the audit commitiee is
Mr. H.C. Ogu, who is an independent audit committee member. Other independent members of the audit committee

are, Me. M. Venter and Me. A. Viljoen,

Internal audit

The municipality established an intemal audit unit on 1 April 2014. Since the establishment of the internal audit unit
ZF Mgcawu District Municipality assists the municipality with their intemal audit functions as required by legislation.

Bankers

The municipality's primary bank accounts are with ABSA Bank Limited and Standard Bank Limited and will continue to
bank with them in the new financial year.

Auditors
The following auditors will continue in office for the following financial period:
- Auditor General of South Africa

Public Private Partnership

The municipality did not enter into any Public Private Parinerships for the financial year under review, nor does it have
any existing PPP's

Non-eompliance with applicable legislation

Details of the transactions where the municipality deviated from the supply chain management regulations relating to
the its procurement processes and expenditure during the financial year under review is set out in note .



12.

Municipal jurisdiction
Kai IGarib Municipality have the following surrounding towns under its jurisdiction:

Kakamas
Keimoes
Kenhardt
Alheit
Augrabies
Blaauwskop
Bloemsmond
Cillie
Currieskamp
Lennertsville
Lutzburg
Mactaggeriscamp
Marchand
Riemvasmaak
Soverby
Vredesvallei
Eksteenskuil

The unaudited annual financial statements set out on page 7, which have been prepared on the going concern basis,
were approved on 30 August 2019,

—Q—P—;ﬁ

Mr. 1.G.A. de Waal (Acting)

Municipal Manager (Accounting Officer)
Kai 1Garib Local Municipality

30 August 2018
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Certification of Remuneration of Councillors

Declaration by the company secretary in respect of Section 88(2){e) of the Companies Act

| certify that the remuneration of Councillors and in-kind benefits are within the upper limits of the framework envisaged in
Section 219 of the Constitution and according to the Government Gazette 42134 dated 21 December 2018. This read with
the Remuneration of Public Officer Bearers Act, Circular 14/2015 dated 27 March 2015 of SALGA, the Minister of
Corporative Governance and Traditional Affair's determination in accordance with this Act and the approval letler received
from the Minister of Corporative Govemance, Human Settlements and Traditional Affair's on 3 April 2018.

—Q—‘b\-‘.

Mr. i.G.A. de Waal {Acting)

Municipal Manager {Accounting Officer)
Kai IGarib Local Municipality

30 August 2019




Kai !Garib Local Municipality
{Registration number NC082)
Unaudited Annual Financial Statements for the year ended 30 June 2019

Statement of Financial Position as at 30 June 2019

Figures in Rand Notes 2019 2018
Restated*
Assets
Current Assets
Cash and cash equivalents 3 546,437 463,661
Inventories 4 888,728 765,256
Other financial assets 5 66,978 1,660,753
Receivables from exchange transaclions 648 217,067,485 22,252,477
Receivables from non-exchange transactions 7&8 21,475,535 17,646,577
VAT receivable 9 13,675,260 10,737,438
Total Current Assets 253,620,423 53,435,162
Non-Current Assets
Other financial assets 5 (1,813,441} 1,081,535
Heritage assets 10 5 5
Intangible assels 11 140,304 256,774
Investment property 12 1,540,000 1,524,000
Property, plant and equipment 13 759,710,858 758,456,130
Total Non-Current Assets 759,577,726 761,318,444
Total Assets 1,013,198,149 814,753,606
Liabilities
Current Liabilities
Bank overdraft 3 543,799 208,581
Consumer deposits 14 1,866,204 1,772,549
Employee benefit obligation 614,796 614,796
Finance lease obligation 2,643,456 2,643,456
Other financial liabilities 15 8,577,012 8,827,274
Payables from exchange transactigns 16 562,985,690 285,389,746
Provisions 17 1,931,141 7,006,704
Unspent conditional grants and receipts 18 7,641,851 7.641,851
Total Current Liabilities 586,803,949 314,104,957
Non-Current Liabilities
Employee benefit obligation 17,802,897 17,802,897
Finance lease obligation 9,260,210 9,260,210
Other financial liabilities 15 663,702 963,702
Provisions 17 88,957,714 62,711,600
Total Non-Current Liabilities 116,984,523 90,738,409
Total Liabilities 703,788,472 404,843,366
Net Assets 309,409,677 409,910,240
Accumulated surplus 300,409,677 409,910,240

The accounting policies on pages 21 to 50 and the notes on pages 51 to 87 form an integral part of the unaudited annual

financial statements.

* See Note
i1



Kai !Garib Local Municipality

{Registration number NC082)

Unaudited Annual Financial Statements for the year ended 30 June 2019

Statement of Financial Performance

Figures in Rand Notes 2019 2018
Restated*
Revenue
Revenue from exchange transactions
Agency services 19 - 207,123
interest received 20 19,040,475 12,012,926
Rental of facilities and equipment 21 338,903 334,335
Service charges 22 106,922,443 93,707,584
Other income 23 771,927 1,442,894
Total revenue from exchange transactions 127,073,748 107,704,862
Revenue from non-exchange transactions
Praperty rates 24 17,560,030 17,449,258
Transfer revenue
Fines and penalties 25 91,400 66,316
Govemment grants and subsidies 26 98,370,000 95,600,149
Public contributions and donations 27 12,688,053 5,688,307
Total revenue from non-exchange transactions 128,709,483 118,804,030
Total revenue 28 255,783,231 226,508,892
Expenditure
Bulk purchases 20 59,139,292 54,307,833
Contracted services 30 15,424,139 16,801,026
Debt Impairment 3 19,910,197 6,988,859
Depreciation and amoitisation 32 32,166,718 32,904,738
Employee related costs 33 111,970,127 105,731,759
Finance costs 34 46,933,754 32,696,246
General expenses 35 34,725,075 28,647,181
Grant expenses 26 15,100,902 155,206
Remuneration of councillors 38 7,184,757 6,585,940
Total expenditure 342,554,961 284,818,888
Operating deficit (86,771,730) (58,309,996)
Fair value adjustments 38 16,000 19,000
Reversal of impairments (Impairment loss) 37 745,091 (3,586,580)
Loss on disposal of assets and liabilities (2,211,964)  (5,389,511)
{1,450,873) (8,957,091)
Deficit for the year (88,222,603) (67,267,087)




Kai !Garib Local Municipality

(Registration number NC082)
Unaudited Annual Financial Statements for the year ended 30 June 2019

Statement of Changes in Net Assets

Accumulated Total net
Figures in Rand surplus assets
Balance at 01 July 2017 : 477,177,327 477,477,327
Changes in net assels
Surplus for the year (67,267,087) (67,267,087)
Total changes (67,267,087) (67,267,087)
Restated* Balance at 01 July 2018 397,632,280 397,632,280
Changes in net assets
Surplus for the year (88,222,603) (88,222,603)
Total changes {(88,222,603) (88,222,603)
Balance at 30 June 2019 309,409,677 309,409,677
Notes

The accounting policies on pages 21 to 50 and the notes on pages 51 to 87 form an integral part of the unaudited annual

financial statements.

* The transiation deficit represents the cumulative position of translation gains and losses arising from the conversion of the net
assets of the foreign subsidiary companies, and also the long term loan 1o a subsidiary company, to the reporting currency.

* See Note
13



Kai !Garib Local Municipality

(Registration number NC082)

Unaudited Annual Financial Statements for the year ended 30 June 2019

Statement of Comparison of Budget and_ Actual Amounts

Budget on Cash Basis

Approved Adjustments Final Budget Actual  Difference
budget amounts on  between
comparable final budget

Figures in Rand basis and actual
Statement of Financial Performance
Revenue
Revenue from exchange
transactions
Service charges 114,356,250 (2,535,600) 111,820,650 106,922,443 {4,898,207)
Rental of facilities and equipment 69,300 248,700 318,000 338,903 20,903
Agency services 1,140,000 (163,000) 977,000 - (877,000)
Other income 845,700 41,500 887,200 771927 (115,273)
Interest received 9,424,650 7,975350 17,400,000 19,040,475 1,640,475
Total revenue from exchange 125,835,900 5,566,950 131,402,850 127,073,748 {4,329,102)
transactions
Revenue from non-exchange
transactions
Taxation revenue
Property rates 22,580,446  (4,588,446) 17,992,000 17,560,030 (431,970)
Transfer revenue
Government grants & subsidies 108,184,000 800,000 108,984,000 98,370,000 (10,614,000)
Public contributions and - - - 12,688,053 12,688,053
donations
Fines, Penailties and Forfeits 51,800 15,300 66,900 91,400 24,500
Total revenue from non- 130,816,046 (3,773,146) 127,042,900 128,709,483 1,666,583
exchange transactions .
Total revenue 256,651,946 1,793,804 258,445,750 255,783,231 {2,662,519)
Expenditure
Personnel (101,614,165)  (6,279,507) (107,893,672} (111,970,127) (4,076,455)
Remuneration of councillors (7,008,864) 3,864  (7,005000) (7,184,757) (179,757)
Depreciation and amartisation (3.166,342) 3,166,342 - (32,166,718) (32,166,718)
Impairment loss/ Reversal of - - = 745,091 745,091
impairments
Finance costs (1,689,7685) (8,559,463} (10,149,228) (45033,754) (36,784,526)
Debt Impairment (17,617,133) 17,617,133 - (19,910,197) (19,910,197)
Bulk purchases (58,656,085) 1,506,085 (57,150,000) (59,139,292)  (1,989,292)
Contracted Services {12,365,000) 1,430,000 {10,935,000} (15424,139) {4,489,139)
Transfers and Subsidies (900,000) (10,022,300) (10,922,300) (15,100,902) (4,178,602)
General Expenses (27,400,400) 4,521,850 (22,878,550) (34,725,075) (11,846,525)
Total expenditure {230,317,754} 3,284,004 (226,933,750} (341,809,870} (114,876,120)
Operating deficit 26,334,192 5177,808 31,512,000 (86,026,639) (117,538,639)
Loss on disposal of assets and | = s - (2,211.964)  (2,211,964)
liabilities
Fair value adjusiments 100,000 (100,000) = 16,000 16,000

100,000 {100,000} - (2,195,964) (2,195,964)
Deficit before faxation 26,434,192 5,077,808 31,512,000 (88,222,603) (119,734,603)




Kai !Garib Local Municipality

{Registration number NC(82)
Unaudited Annual Financial Statements far the year ended 30 June 2019

Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

__Approved Adjustments Final Budget Actual Difference  Reference
budget amounts on  between
comparable final budget
Figures in Rand basis and actual

Actual Amount on Comparable 26,434,192 5,077,808 31,512,000 (88,222,603) (119,734,603)
Basis as Presented in the

Budget and Actual

Comparative Statement

Reconciliation
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Kai !Garib Local Municipality

(Registration number NC082)

Unaudited Annual Financial Statements for the year ended 30 June 2019

Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved—Adjustments-Final Budget- —Actual

Difference-—Reference

budget amounts on  between
comparable final budget
Figures in Rand basis and actual
Statement of Financial Position
Assets
Current Assets
Cash and cash equivalents 1,607,188 {784,500) 822,688 2,638 (820,050)
Inventories 987,000 - 987,000 888,728 (98,272)
Other financial assets 2,100,000 (345,000) 1,755,000 66,078  (1,688,022)
Receivables from exchange 29,443,640 {9,695,060) 18,748,580 217087485 197,318,805
transactions
Receivables from non-exchange 23,349,286  (7,688,340) 15,660,946 21 475535 5,814,589
transactions
VAT receivable - - - 13,575,280 13,575,260
57,487,114 (18,512,800) 38,974,214 253,076,624 214,102,410
Non-Current Assets
Other financial assets 4,218,940 514,000 4,732,940  (1,813,441)  (6,546,381)
Heritage assets - - a 5 5
Intangible assets 410,000 (158,000) 252,000 140,304 {111,696)
Investment property 1,580,000 40,000 1,620,000 1,540,000 {80,000)
Property, plant and equipment 830,643,592 (54,870,400) 775,773,192 759,710,858 (16,062,334)
836,852,532 (54,474,400) 782,378,132 759,577,726 (22,800,406)
Total Assets 894,339,646 (72,987,300) 821,352,346 1,012,654,350 191,302,004
Liabilities
Current Liabilities
Consumer deposits 1,910,000 (150,000) 1,760,000 1,866,204 106,204
Employee benefit obligation - - 3 614,796 614,796
Finance lease obligation - - - 2,643,456 2,643,456
Other financial liabilities 4,180,000 7,165,000 11,345,000 8,577,012 {2,767,988)
Payables from exchange 215,650,000 84,079,000 298,729,000 562085695 263,256,695
transactions
Provisions 6,387,000  (1,646,000) 4,741,000 1931141  (2,809,859)
Unspent conditional grants and - & - 7.641,851 7,641,851
receipts
VAT payable 3,587,000 - 3,587,000 - {3,587,000)
231,714,000 89,448,000 321,162,000 586,260,155 265,098,155
Non-Current Liabilities
Employee benefit obligation 16,480,000 1,208,000 17,688,000 17,802,897 114,897
Finance lease obligation 1 - - 9,260,210 8,260,210
Other financial liabiliies 7,580,000 1,058,000 8,638,000 963,702  (7,674,298)
Provisions 61,009,000 7.644,000 68,653,000 88,957,714 20,304,714
85,069,000 9,910,000 94,979,000 116,984,523 22,005,523
Total Liabilities 316,783,000 99,368,000 416,141,000 703,244,678 287,103,678
Net Assets 577,656,646 (172,345,300) 405,211,346 309,409,672 (95,801,674)




Kai !Garib Local Municipality

{Registration number NC082)
Unaudited Annual Financial Statements for the year ended 30 June 2019

Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved -Adjustments-Final Budget — Actual- Difference —Reference

budget amounts on  between

comparable final budget

Figures in Rand basis and actual

Net Assets

Net Assets Aftributable to

Owners of Controlling Entity

Reserves

Accumulated surplus 577,556,646 (172,345,300) 405,211,346 309,409,672 (95,801,674)

The accounting policies on pages 21 to 50 and the notes on pages 51 to 87 form an integral part of the unaudited annual
financial statements.
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Kai IGarib Local Municipality

(Registration number NC082)
Unaudited Annual Financial Statements for the year ended 30 June 2019

Accounting Policies

— — 4. presentation of Unaudited-Annual-Financial Statements

1.1

1.2

1.3

1.4

The unaudited annual financia! 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 Municipal Finance Management Act (Act 56 of 2003).

These unaudited annual financial statements have been prepared on an accrual basis of accounting and are in
accardance 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
unaudited annual financial statements, are disclosed below.

These accounting policies are consisient with the previous period.
Presentation currency

These unaudited annual financial statements are presented in South African Rand, which is the functional currency of the
municipality.

The amounts disclosed in the unaudited annual financial statements are rounded-off to the nearest Rand.

Going concern assumption

These unaudited 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.

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 misstalement judged in the surounding circumstances. The nature or size of the information item, or a
combination of both, could be the determining faclor.

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, ils activities, accounting and
a willingness o 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.

Significant judgements and sources of estimation uncertainty

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

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

The municipality assesses its trade receivables, held to maturity investments and loans and receivables for impairment at
the end of each reporsting period. In determining whether an impairment loss should he 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, held to maturity investments and loans and receivables is calculated on a portfalio
basis, based on historical loss ratios, adjusted for national and industry-specific ecanomic conditions and other indicators
present at the reporiing date that correlate with defaults on the portfolio. These annual loss ratios are applied to loan
balances in the portfolic and scaled to the estimated loss emergence period.
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Kai !Garib Local Municipality

{Registration number NC082)
Unaudited Annual Financial Statements for the year ended 30 June 2019

Accounting Policies

1.4 Significant judgements and sources of estimation uncertainty (continued)

Allowance for slow moving, damaged and obsolete stock -

An allowance for slock 1o write stock down to the lower of cost or net realisable value, Management have made estimates
of the selling price and direct cost to sell on certain inventory items. The write down is included in the operation surplus

note.

Fair value estimation

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.

Impairment testing

The municipality reviews and tests the carrying value of assets when events or changes in circumstances suggest that the
carrying amount may not be recoverable. In addition, goodwill is tested on an annual basis for impairment. Assets are
grouped at the lowest level for which identifiable cash flows are largely independent of cash flows of other assets and
liabilities. If there are indications that impairment may have occurred, estimates are prepared of expecied future cash
flows for each group of assets. Expected future cash flows used to determine the value in use of goodwill and tangible
assets are inherently uncertain and could materially change over time. They are significantly affected by a number of
factors, together with economic factors such as exchange rates, inflation and interest.

Provisions

Provisions were raised and management determined an estimate based on the information available. Additional
disclosure of these estimates of provisions are included in nole 17 - Provisions.,

Useful lives of waste and water network and other assets

The municipality’s management determines the estimated useful lives and related depreciation charges for the wasle
walter and water networks. This estimate is based on industry norm. Management will increase the depreciation charge
where useful lives are less than previously estimated useful lives.

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 lo determine the present value of estimated future cash outflows expected to be required to settle the pension
obiigations. 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.

Other key assumptions for pension obligations are based on current market conditions. Additional information is disclosed
in Note .

Effective interest rate

The municipality used the prime interest rate to discount fulure 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, compuled at initial recognition.
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{Registration number NC082)
Unaudited Annual Financial Statements for the year ended 30 June 2019

Accounting Policies

1.5

Investment property

Investment properly 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 ar for

« administrative purposes, ar

. sale in the ordinary course of operalions.

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

Investment property is recognised as an asset when, 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
properly can be measured reliably.

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 invesiment property, the carrying amount of the
replaced part is derecognised.

Fair value

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

The fair value of investment property reflects market conditions at the reporting date.

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

If the entity determines that the fair value of an investment property under construction is not reliably determinable bui
expects the fair value of the property to be reliably measurable when construction is complete, it measures that
investment property under construction at cost until either its fair value becomes reliably determinable or construction is
completed (whichever is earlier). If the entity determines that the fair value of an investment property (other than an
investment properly under construction) is nat reliably determinable on a continuing basis, the entity measures that
investment property using the cost model (as per the accounting policy on Property, plant and equipment). The residual
value of the investment property is then assumed to be zero. The entity applies the cost made! (as per the accounting
policy on Property, plant and equipment) until disposal of the investment property.

Once the entity becomes able to measure reliably the fair value of an investment property under construction that has
previously been measured at cost, it measures that property at its fair value. Once construction of that property is
complete, it is presumed that fair value can be measured reliably. If this is not the case, the property is accounted for
using the cost model in accordance with the accounting policy on Property, plant and equipment.

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 expecied 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 canying 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.

When classification is difficult, the criteria used to distinguish investment property from owner-occupied property and from

property held for sale in the ordinary course of operations, including the nature or type of properties classified as held for

strategic purposes, are as follows:

»  Property intended for sale in the ordinary course of operations or in the process of construction or development from
such sale;

. Property being constructed or developed on behalf of third parties;
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Accounting Policies

1.5

1.6

_Investment_property (continued) o =

*  Owner occupied property, including among other things property held for future use as owner occupied property,
property held for future developments and subsequent use as owner occupied property, property occupied by
employees such as housing personnel (whether or not the employees pay rent at market rates) and owner occupied
property awaiting disposal;

. Property that is being constructed for future use as investment property;

. Property that is leased to another entity as investment property;
¢«  Properly held to provide a social service and which also generates cash inflows, e.g. property rented out below

market rental to sporting bodies, schools, low income families, etc; and
. Property held for strategic purposes or service delivery.

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 expecied 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 benefils or service potential associated with the item will flow to the

municipality; and
. the cost of the item can be measured reliably.

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
fo 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.

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-manetary 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 remaving the item and restoring the site on which it is iocated 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.

ltems such as spare paris, 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 ilem of propery, 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.

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

and buildings which is carried at revalued amount being the fair value at the date of revaluation less any subsequent
accumulated depreciation and subsequent accumulated impairment losses.
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Accounting Policies

_1.6__Property, plant and_equipment (continued

When an item of properiy, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation is
restated proportionalely with the change in the gross carrying amount of the asset so that the carrying amount of the
asset afier revaluation equals its revalued amount.

Any increase in an asset's carrying amount, as a result of a revaluation, is credited direclly to a revaluation surplus. The
increase is recognised in surplus or deficit to the exient that it reverses a revaluation decrease of the same asset
previously recognised in surplus or deficit.

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 caried 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

Buildings Straight line 10-50 years

Plant and machinery Straight line 2-80 years
Furniture and fixtures Straight line 3-15 years

Molor vehicles Straight line 3-15 years

Office equipment Straight line 2-5 years
Computer equipment Straight line 2-5 years
Infrastructure assets Straight line 5-60 years
Community assets Straight line 5-60 years

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

Each part of an item of properly, plant and equipment with a cost that is significant in relation to the total cost of the item
is depreciated separately.

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
reporling 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 municipalily 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.

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of
another asset.

ltems of property, piant and equipment are derecognised when the asset is disposed of or when there are no further
econemic benefils or service potential expecled 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 surpius 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 assels are available-for-sale. Proceeds from sales of
these assels are recognised as revenue. All cash flows on these assets are included in cash flows from operatling
aclivities in the cash flow statement.

The municipality separalely discloses expenditure to repair and maintain property, plant and equipment in the notes to the
financial statements (see note ).
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1.6 Property, plant and equipment (continued)

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

1.7 Site restoration and dismantling cost

The municipality has an obligation to dismantle, remove and restore items of property, plant and equipment. Such
ohligations 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 remaving 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 fogether with a related contract, identifiable assets or liability, regardless of

whether the entity intends fo do so; or
*» arises from binding arrangements (including rights from conlracts), regardless of whether those rights are

transferable or separable from the municipality or from other rights and obligations.

An intangible asset is recognised when:
+ jtis probable that the expected future economic benefils or service potential that are attribulable 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 assel 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 if.

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 atiributable o the asset during its development can be measured reliably.

Intangible assels are carried at cost less any accumulated amortisation and any impairment losses.
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1.9

intangible assets (continued)

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 amorisation 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

Computer software Straight line 1-2 years

Intangible assets are derecognised:
. on disposal; or
«  when no future economic benefits or service potential are expected from its use or disposal.

The gain or loss arising from the derecognition of intangible assets is included in surplus or deficit when the asset is
derecognised (unless the Standard of GRAP on leases requires otherwise on a sale and leaseback).

Heritage assets

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

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

Class of heritage assets means a grouping of heritage assets of a similar nalure or function in an municipality’s
operations that is shown as a singte item for the purpose of disclosure in the unaudited annual financial statements.

Cost is the amount of cash or cash equivalents paid or the fair value of the other consideration given 1o acquire an asset
at the time of ils acguisition or construction or, where applicable, the amount attributed to that asset when initially
recognised in accordance with the specific requirements of other Standards of GRAP.

Depreciation is the systematic allocation of the depreciable amount of an asset over its useful life.

Heritage assets are assets that have a cullural, environmental, historical, natural, scientific, technological or arlistic
significance and are held indefinitely for the benefit of present and future generations.

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

An impairment loss of a non-cash-generating asset is the amount by which the carrying amount of an asset exceeds ils
recoverable service amount.

Value in use of a non-cash-generating asset is the present vaiue of the asset’s remaining service potential.

The municipality separately discloses expenditure to repair and maintain herilage assets in the notes 1o the financial
statements (see nole ).
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1.8

1.10

Heritage assets (continued)

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

Recognition

The municipality recognises a heritage asset as an asset if it is probable that fulure economic benefits or service potential
associated with the asset will flow to the municipality, and the cost or fair value of the asset can be measured refiably.

initial measurement
Heritage assets are measured at cost.

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

Subsequent measurement

After recognition as an asset, a class of heritage assets is carried at its cost less any accumulated impairment losses.

If a heritage assel’s carrying amount is increased as a result of a revaluation, the increase is crediled directly to a
revaluation surplus. However, the increase is recognised in surplus or deficit to the extent that it reverses a revaluation
decrease of the same heritage asset previously recognised in surplus or deficit.

Impairment

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

asset.
Derecognition

The municipality derecognises heritage asset on disposal, or when no future economic benefits or service potential are
expected from its use or disposal.

The gain or loss arising from the derecognition of a heritage asset is included in surplus or deficit when the item is
derecognised (unless the Standard of GRAP on leases requires otherwise on a sale and leaseback).

Financial instruments

A financial instrument is any contract that gives rise 1o a financial asset of one municipality and a financial liability or a
residual interest of another municipality.

The amortised cost of a financial asset or financial liability is the amount at which the financial asset or financial liability is
measured at initial recognition minus principal repayments, plus or minus the cumulative amortisation using the effective
interest method of any difference between that initial amount and the maturity amount, and minus any reduction (directly
or through the use of an allowance account) for impairment or uncollectibility.

A concessionary loan is a loan granted to or received by an municipality on terms that are not market related.

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to
discharge an obligation.

Curency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in foreign exchange rates.

Derecognition is the removal of a previously recognised financial asset or financial liabllity from an municipality’s
statement of financial position.

A derivative is a financial instrument or other conlract with all three of the following characleristics:
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1.10 Financial instruments (continued)
. I{s value changes in response 1o the change in a specified interest ratéfinancial instrument price, commodity price, ~
foreign exchange rate, index of prices or rales, credit rating or credit index, or other variable, provided in the case of
a non-financial variable that the variable is not specific to a party to the contract (sometimes called the 'underlying’).
. It requires no initial net investment or an initial net investment that is smaller than would be required for other types
of contracts that would be expected to have a similar response to changes in market factors.
* |tis settled at a future date,

The effective interest method is a method of calculating the amortised cost of & financial asset or a financial liability (ar
group of financial assets or financial liabilities) and of allocating the interest income or interest expense over the relevant
period. The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the
expecled life of the financial instrument or, when appropriate, a shorter period to the net carrying amount of the financial
asset or financial liability. When calculating the effective interest rate, an municipality shall estimate cash flows
considering all contractual terms of the financial instrument (for example, prepayment, call and similar options) but shall
not consider future credit losses. The calculation includes all fees and points paid or received between pariies to the
contract that are an inlegral part of the effective interest rate (see the Standard of GRAP on Revenue from Exchange
Transactions), transaction costs, and all other premiums or discounts. There is a presumption that the cash flows and the
expected life of a group of similar financial instruments can be estimaled reliably. However, in those rare cases when it is
not possible to reliably estimate the cash flows or the expecled life of a financial instrument (or group of financial
instruments), the municipality shall use the contractual cash flows over the full contractual term of the financial instrument
(or group of financial instruments).

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable willing
parties in an arm's fength transaction.

A financial asset is:

- cash;

= aresiduat interest of another municipality; or

. a contractual right to:
- receive cash or another financial asset from another municipality; or
- exchange financial assets or financial liabilities with another municipality under conditions that are potentially
favourable to the municipality.

A financial liability is any liability that is a contractual obligation to:
«  deliver cash or another financial asset to another municipality; or
. exchange financial assets or financial liabilities under conditions that are potentially unfavourable to the municipality.

Interest rate risk is the risk that the fair value or fulure cash flows of a financial instrument will fluctuate because of
changes in market interest rales.

Liquidity risk is the risk encountered by an municipality in the event of difficulty in meeting obligations associated with
financial liabilities that are settled by delivering cash or ancther financial asset.

Loan commitment is a firm commitment to provide credit under pre-specified terms and conditions.
Loans payable are financial liabilities, other than short-term payables on normal credit terms.

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

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices (other than those arising from interest rate risk or currency risk), whether those changes are
caused by factors specific to the individual financial instrument or its issuer, or faclors affecting all similar financial
instruments traded in the market.

A financial asset is past due when a counterparty has failed to make a payment when contractually due.

A residual interest is any contract that manifests an interest in the assets of an municipality afler deducting all of its

liabililies. A residual interest includes contributions from owners, which may be shown as:

= equity instruments or simitar forms of unitised capital;

« a formal designation of a transfer of resources (or a class of such transfers) by the parties to the transaction as
forming part of an municipality's net assets, either before the contribution occurs or at the time of the contribution; or

29



Kai !Garib Local Municipality

{Registration number NC082)
Unaudited Annual Financial Statements for the year ended 30 June 2019

Accounting Policies

—-1.10-Financial instruments (continued}
« a formal agreement, in relation to the contribution, establishing or increasing an existing financial interest in the net

assets of an municipality.

Transaclion costs are incremental costs that are directly attributable to the acquisition, issue or disposal of a financial
asset or financial liability. An incremental cost is one that would not have been incurred if the municipality had not

acquired, issued ar disposed of the financial instrument.

Financial instruments at amortised cost are non-derivative financial assets or non-derivative financial liabilities that have
fixed or determinable payments, excluding those instruments that:

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

. are held for trading.

Financial instruments at cost are investments in residual interests that do not have a quoted market price in an active
market, and whose fair value cannot be reliably measured.

Financial instruments at fair value comprise financial assets or financial liabilities that are:

. derivatives;
. contingent consideration of an acquirer in a transfer of functions between entities not under common control to which

the Standard of GRAP on Transfer of Functions Between Entlities Not Under Common Control (GRAP 106) applies

. combined instruments that are designated at fair value;
. instruments held for trading, A financial instrument is held for trading if:
- it is acquired or incurred principally for the purpose of selling or repurchasing it in the near-term; or
- on initial recognition it is part of a portfolio of identified financial instruments that are managed together and for

which there is evidence of a recent actual pattern of short term profit-taking,;
o non-derivative financial assets or financial liabilities with fixed or determinable payments that are designated at

fair value at initial recognition; and
- financial instruments that do not meet the definition of financial instrumenis at amortised cost or financial

instruments at cost.

Classification

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

Class Category

Cash and cash equivalents Financial asset measured at amortised cost
Consumer debtors Financial asset measured at amortised cost
Other financial assets Financial asset measured at fair value

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

Consumer deposits Financial liability measured at amortised cost
Finance lease obligations Financial liability measured at amorlised cost
Other financial liabilities Financial liability measured at amortised cost
Trade and other payables from exchange fransactions Financial liability measured at amortised cost

Initial recognition

The entity recognises a financial asset or a financial liability in its statement of financial position when the entity becomes
a party to the conlractual provisions of the instrument.

The entity recognises financial assets using trade date accounting.
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410 Financial instruments (continued)
Subsequent measurement of financial assets and financial liabilities

The entity measures all financial assets and financial liabilities after initial recognition using the following categories:
. Financial instruments at fair value.

. Financial instruments at amortised cost.

. Financial instruments at cost.

All financial assets measured at amortised cost, or cost, are subject to an impairment review.
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 entity establishes fair value by using a valuation technique. The objective of using a valuation technique is to establish
what the transaction price would have been on the measurement date in an arm's length exchange motivated by normal
operating considerations. Valuation techniques include using recent arm’s length market transactions between
knowledgeable, willing parties, if available, reference fo the current fair value of another instrument that is substantially the
same, discounted cash flow analysis and option pricing models. If there is a valuation technique commonly used by
market parlicipants to price the instrument and that technique has been demonstrated to provide reliable estimates of
prices obtained in actual market fransactions, the entity uses that technique. The chosen valuation technique makes
maximum use of market inputs and relies as little as possible on entity-specific inputs. It incorporates all factors that
market participants would consider in setting a price and is consistent with accepled economic methodologies for pricing
financial instruments. Periodically, an municipality calibrates the valuation technique and tests it for validity using prices
from any observable current market transactions in the same instrument (i.e. without modification or repackaging) or
based on any availabie observable market data.

The fair value of a financial liability with a demand feature (e.g. a demand deposit) is not less than the amount payable on
demand, discounted from the first date that the amount could be required to be paid.

Gains and losses

A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at fair value is
recognised in surplus or deficil.

Impairment and uncollectibility of financial assets

The entity assesses at the end of each reporling period whether there is any objective evidence that a financial asset or
group of financial assels is impaired.

Financial assets measured at amortised cost:

If there is objective evidence that an impairment loss on financial assets measured at amortised cost has been incurred,
the amount of the loss is measured as the difference between the asset's carrying amount and the present value of
astimated future cash flows {exciuding future credit losses that have not been incurred) discounted at the financial asset's
original effective interest rate. The carrying amount of the asset is reduced directly OR through the use of an allowance
account. The amount of the loss is recognised in surplus or deficit,
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1.10_Financial instruments (continued) e e et
Derecognition
Financfal assets

The entity derecognises financial assets using trade date accounting.

The entity derecognises a financial asset only when:

. the contractual righis to the cash flows from the financial asset expire, are seitled or waived;

e the entity transfers to another party substantially all of the risks and rewards of ownership of the financial asset; or

* the entity, despite having retained some significant risks and rewards of ownership of the financial asset, has
transferred control of the asset to another parly and the other party has the practical ability to sell the asset in its
entirety to an unrelated third party, and is able to exercise that ability unilaterally and without needing to impose
additional restrictions on the transfer. In this case, the entity :

- derecognise the asset; and
- recognise separately any rights and obligations created or retained in the fransfer.

The carrying amounts of the transferred asset are allocated between the rights or obligations retained and those
transferred on the basis of their relative fair values at the transfer date. Newly created rights and obligations are measured
at their fair values at that date. Any difference between the consideration received and the amounts recognised and
derecognised is recognised in surplus or deficit in the period of the transfer.

On derecognition of a financial asset in its entirety, the difference between the carrying amount and the sum of the
consideration received is recognised in surplus or deficit.

If a transfer does not result in derecognition because the entity has retained substantially all the risks and rewards of
ownership of the transferred asset, the entity continues to recognise the transferred asset in its entirety and recognise a
financial liability for the consideration received. In subsequent periods, the enfity recognises any revenue on the
transferred asset and any expense incurred on the financial liability. Neither the asset, and the associated liability nor the
revenue, and the associated expenses are offset.

Financial liabilities

The entity removes a financial liability (or a part of a financial Iiabi'lity) from its statement of financial position when it is
extinguished — i.e. when the obligation specified in the contract is discharged, cancelled, expires or waived.

An exchange between an existing borrower and lender of debt instruments with substantially different terms is accounted
for as having extinguished the original financial liability and a new financial liability is recognised. Similarly, a substantial
modification of the terms of an existing financial liability or a part of it is accounted for as having extinguished the original

financial liability and having recognised a new financial liability.

The difference between the camrying amount of a financial liability {or part of a financial liability) exiinguished or transferred
to another party and the consideration paid, including any non-cash assets transferred or liabililies assumed, is
recognised in surplus or deficit. Any liabilities that are waived, forgiven or assumed by another entity by way of a non-
exchange transaclion are accounted for in accordance with the Standard of GRAP on Revenue from Non-exchange

Transactions (Taxes and Transfers).

Presentation

Interest relating to a financial instrument or a component that is a financial liability is recognised as revenue or expense in
surplus or deficit.

Losses and gains relating to a financial instrument or a component that is a financial liability is recognised as revenue or
expense in surplus or deficit.

A financial asset and a financial liability are only offset and the net amount presented in the statement of financial position
when the entity currently has a legally enforceable right to set off the recognised amounts and intends either to settle on a
net basis, or to realise the asset and settle the liability simultaneously.

In accounting for a transfer of a financial asset that does not qualify for derecognition, the enfity does not offset the
transferred asset and the associated liability.
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1.11 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 ail the risks and rewards incidental to

ownership.

When a lease includes both land and buildings elements, the enfity assesses the classification of each element
separately.

Finance leases - lessee

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the fair
value of the leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to
the lessor is included in the statement of financial position as a finance lease obligatian.

The discount rate used in calculating the present value of the minimum lease payments is the .

Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The
finance charge is allocated to each period during the lease term so as fo produce a constant periodic rate of on the
remaining balance of the liability.

Any conlingent rents are expensed in the period in which they are incurred.

Operating leases - lessee

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

1.12 Inventories

Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then
their costs are their fair value as at the date of acquisition.

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

Inventories are measured at the lower of cost and current replacement cost where they are held for;
. distribution at no charge or for a nominal charge; or
. consumption in the production process of goods 1o be distributed at no charge or for a nominal charge.

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of
completion and the estimated costs necessary to make the sale, exchange or distribution.

Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date.

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incusred in bringing the
inventories to their present location and condition.

The cost of inventories is assigned using the first-in, first-out (FIFO) formula. The same cost formula is used for all
inventories having a similar nature and use to the municipality.

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which
the related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are
distributed, or related services are rendered. The amount of any write-down of inventories to net realisable value or
current replacement cost and ail losses of inventories are recognised as an expense in the period the wrile-down or loss
occurs. The amount of any reversal of any write-down of inventories, arising from an increase in nel realisable value or
current replacement cost, are recognised as a reduction in the amount of invenlories recognised as an expense in the
period in which the reversal occurs.
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1.13 Construction contracts and receivables

Construction contract is a contract, or a similar binding arrangement, specifically negotiated -for the construction of an
asset or a combination of assets that are closely interrelated or interdependent in terms of their design, technology and

function or their ultimate purpose or use.
Contractor is an entity that performs construction work pursuant to a construction contract.

Cost plus or cost based contract is a construction contract in which the contractor is reimbursed for allowable or otherwise
defined costs and, in the case of a commercially-based contract, an additional percentage of these costs or a fixed fee, if

any.

Fixed price contract is a construction contract in which the contractor agrees to a fixed contract price, or a fixed rate per
unit of output, which in some cases is subject to cost escalation clauses.

A contractor is an entity that enters into a conftract to build structures, construct facilities, praduce goods, or render
services to the specifications of another entity either itself or through the use of sub-contractors. The term “contractor”
thus includes a general or prime confractor, a subcontractor to a general contractor, or a construction manager.

The entity assesses the terms and conditions of each contract concluded with customers to establish whether the contract
is a construction contract or not. In assessing whether the contract is a construction contract, an entity considers whether

it is a contractor.

Where the outcome of a construction contract can be estimated reliably, contract revenue and costs are recognised by
reference to the stage of completion of the contract activity at the reporting date, as measured by .

Variations in contract work, claims and incentive payments are included to the extent that they have been agreed with the
customer.

When the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised to the extent
that contract costs incurred are recoverabie. Contract costs are recognised as an expense in the peried in which they are

incurred.

When it is probable that total contract costs will exceed total contract revenue, the expecled def cit is recognised as an
expense immediately.

1.14 Impairment of cash-generating assets

Cash-generating assets are assets used with the objective of generating a commercial return. Commercial return means
that positive cash flows are expected o be significantly higher than the cost of the asset.

Impairment is a loss in the fulure economic benefits or service potentlal of an asset, over and above the systematic
recognition of the loss of the asset's future economic benefits or service potential through depreciation (amortisation).

Carrying amount is the amount at which an asset is recognised in the stalement of financial position after deducting any
accumulated depreciation and accumulated impairment losses thereon.

A cash-generating unit is the smallest identifiable group of assets used with the objective of generating a commercial
return that generates cash inflows fram continuing use that are largely independent of the cash inflows from other assels

or groups of assets.

Costs of disposal are incremental costs directly afiributable to the disposal of an asset, excluding finance costs and
income tax expense.

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life.

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

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

Useful life is either:
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1.14 Impairment of cash-generating assets (continued)
— »—— the-period-of time over which amasset is expected to be"used by the municipality; o
*  the number of production ar similar units expected to be obtained from the asset by the municipality.

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

The municipality assesses at each reporting dale 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.

Irespective 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 eslimafing the value in use of an asset, the municipality estimales 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 fulure cash flows.

Basis for estimates of future cash flows

In measuring value in use the municipality:

«  base cash flow projections on reasonable and supportable assumptions that represent management's best estimate
of the range of economic conditions that will exist over the remaining useful life of the asset. Greater weight is given
to external evidence;

. base cash flow projections on the most recent approved financial budgets/forecasts, but excludes any estimated
future cash inflows or outfliows expected fo arise from future restructuring's or from improving or enhancing the
assel's performance. Projections based on these budgets/forecasts covers a maximum period of five years, unless a
longer period can be justified; and

. estimate cash flow projections beyond the period covered by the most recent budgetsfforecasts by extrapolating the
projections based on the budgets/forecasts using a steady or declining growth rate for subsequent years, unless an
increasing rate can be justified. This growth rate does not exceed the long-term average growth rate for the
products, industries, or country or countries in which the entity operates, or for the market in which the asset is used,
unless a higher rate can be justified.

Discount rate

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money, represented by
the current risk-free rate of interest and ihe risks specific to the asset for which the future cash flow estimates have not
been adjusted.
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—1.14-knpairment of cash-generating assets {continued) e

Reversal of impairment loss

The municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in
prior periods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the

entity estimates the recoverable amount of that asset.

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the
estimates used to determine the asset's recoverable amount since the last impairment loss was recognised. The carrying
amount of the asset is increased to its recoverable amount. The increase is a reversal of an impairment loss. 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 (net of depreciation or amortisation) had no impairment foss been recognised

for the asset in prior periods.

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

After a reversal of an impairment loss is recognised, 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.

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata
with the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment
losses for individual assets. No part of the amount of such a reversal is allocated to a non-cash-generating asset

contributing service potential to a cash-generating unit.

In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased

above the lower of:
. its recoverable amount (if determinable); and
* the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss

been recognised for the asset in prior periods.

The amount of the reversal of the impairment loss that would otherwise have been allocated to the asset is allocated pro
rata to the other assets of the unit.

1.15 impairment of non-cash-generating assets

Cash-generating assets are assets used with the objective of generating a commercial return. Commercial return means
that positive cash flows are expected to be significantly higher than the cost of the asset.

Non-cash-generating assets are assets other than cash-generating assets.

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

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

A cash-generating unit is the smallest identifiable group of assets managed with the objective of generating a commercial
retumn that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets

or groups of assets,

Costs of disposal are incremental costs directly attribitable to the disposal of an asset, excluding finance costs and
income tax expense.

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life.

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between
knowledgeable, willing parties, less the costs of disposal.
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1.15 Impairment of non-cash-generating-assets {continued)

Recoverable service amount is the higher of a non-cash-generating asset’s fair value less costs to sell and ils value in
use.

Useful life is either:
«  the period of time over which an asset is expected to be used by the municipality; or
e the number of production or similar units expected to be obtained from the asset by the municipality.

identification
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.

Imespective 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 cument 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-generaling 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:

Depreciated replacement cost approach

The present value of the remaining service potential of a non-cash-generating asset is determined as the depreciated
replacement cost of the asset. The replacement cost of an asset is the cost 1o replace the asset's gross service potential.
This cost is depreciated to reflect the asset in its used condition. An asset may be replaced either through reproduction
(replication) of the existing asset or through replacement of its gross service potential. The depreciated repiacement cost
is measured as the current reproduction or replacement cost of the asset, whichever is lower, less accumulated
depreciation calculated on the basis of such cost, to reflect the already consumed or expired service potential of the
asset.

The replacement cost and reproduction cost of an asset is determined on an “optimised” basis. The rationale is that the
municipality would not replace or reproduce the asset with a like asset if the asset to be replaced or reproduced is an
overdesigned or overcapacity asset. Overdesigned assels contain features which are unnecessary for the goods or
services the asset provides. Overcapacity assels are assels that have a greater capacity than is necessary to meet the
demand for goods or services the asset provides. The determination of the replacement cost or reproduction cost of an
asset on an optimised basis thus reflects the service potential required of the asset.

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 joss 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 assel
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 fulure 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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1.15 Impairment of non-cash-generating assets {continued)

Reversal of an impairment loss

The municipalily assesses al each reporting date whether there is any indication that an impairment loss recognised in
prior periods for a non-cash-generating asset may no longer exist or may have decreased. If any such indication exists,

the municipality estimates the recoverable service amount of that asset.

An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there has been a change in
the estimates used 1o determine the asset’s recoverable service amount since the last impairment loss was recognised.
The carrying amount of the asset is increased to its recoverable service amount. The increase is a reversal of an
impairment loss. The increased carrying amourdt of an asset attributable to a reversal of an impairment loss does not
exceed the carmying amount that would have been determined (net of depreciation or amortisation} had no impairment

loss been recognised for the asset in prior periods.

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

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

1.16 Employee benefits

Employee benefits are all forms of consideration given by an entity in exchange for service rendered by employees,

A qualifying insurance policy is an insurance paolicy fssued by an insurer that is not a related party (as defined in the
Standard of GRAP on Related Party Disclosures) of the reporting entity, if the proceeds of the policy can be used only to
pay or fund employee benefits under a defined benefit plan and are not available to the reporting entity's own creditors

(even in liguidation) and cannot be paid {o the reporting entity, unless either:
. the proceeds represent surplus assets that are not needed for the policy to meet all the related employee benefit

obligations; or
. the proceeds are retumed to the reporting entity to reimburse it for employee benefits already paid.

Termination benefits are employee benefits payable as a result of either:
= an entity’s decision to terminate an employee's employment before the normal retirement date; or
. an employee’s decision to accept voluntary redundancy in exchange for those benefits.

Other long-term employee benefils are employee benefits (other than post-employment benefits and termination benefits)
that are not due to be settled within twelve months after the end of the period in which the employees render the related

service.
Vested employee benefits are employee benefits that are not conditional on future employment.

Composite social securily programmes are established by legislation and operate as multi-employer plans to provide
post-employment beneiits as well as to provide benefits that are not consideration in exchange for service rendered by

employees.

A constructive obligation is an obiigation that derives fram an entity's actions where by an established pattern of past
practice, published policies or a sufficienlly specific current statement, the entity has indicated 1o other parties that it will
accept certain responsibilities and as a result, the entity has created a valid expectation on the part of those other parties
that it will discharge those responsibilities.
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1.16 Employee benefits (continued)

Short-term employee benefits

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

Shaort-term employee benefits include items such as:

= wages, salaries and social security contributions;

»  short-term compensated absences (such as paid annual feave and paid sick leave) where the compensation for the
absences is due to be setlled within twelve months after the end of the reporting period in which the employees
render the related employee service;

. bonus, incentive and performance related payments payable within twelve months after the end of the reporting
period in which the employees render the related service; and

. non-monetary benefits (for example, medical care, and free or subsidised goods or services such as housing, cars
and cellphones} for current employees.

When an employee has rendered service to the entity during a reporting period, the entity recognise the undiscounted

amount of short-term employee benefits expected to be paid in exchange for that service:

« as a liability (accrued expense), after deducting any amount already paid. If the amount already paid exceeds the
undiscounted amount of the benefits, the entity recognise that excess as an asset (prepaid expense) o the extent
that the prepayment will lead to, for example, a reduction in future payments or a cash refund; and

. as an expense, unless another Standard requires or permits the inclusion of the benefits in the cost of an asset.

The expecled cost of compensated absences is recognised as an expense as the employees render services that
increase their entitiement or, in the case of non-accumulating absences, when the absence occurs. The enlity measures
the expected cost of accumulating compensated absences as the additional amount that the entity expects to pay as a
result of the unused entitlement that has accumulated at the reporting date.

The entity recognise the expected cost of bonus, incentive and performance related payments when the entity has a
present legal or constructive obligation to make such payments as a resull of past evenls and a reliable estimate of the
obligation can be made. A present obligation exists when the entity has no realistic alternative but to make the payments.

Post-employment benefits

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

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

Multi-employer plans are defined contribution plans (other than state plans and composite social securily programmes) or
defined benefit plans (other than state plans) that pool the assets contributed by various entities that are not under
common control and use those assets to provide benefits to employees of more than one entity, on the basis that
contribution and benefit levels are delermined without regard to the identity of the enlity that employs the employees
concerned.
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1.16 Employee benefits (continued)
Post-employment benefits: Defined contribution plans

Defined coniribution plans are post-employment benefit plans under which an entity pays fixed conliributions into a
separate entity (a fund) and will have no legal or constructive obligation to pay further contributions if the fund does not
hold sufficient assets to pay all empioyee benefits relating to employee service in the current and prier periods.

When an employee has rendered service to the entity during a reporting period, the entity recognise the contribution

payable to a defined contribution plan in exchange for that service:

* as a liability (accrued expense), after deducting any contribution already paid. If the contribution already paid
exceeds the contribution due for service before the reporting date, an entity recognise that excess as an asset
(prepaid expense) to the extent that the prepayment will lead to, for example, a reduction in future payments or a

cash refund; and
*  as an expense, unless another Standard requires or permits the inclusion of the contribution in the cost of an asset.

Where coniributions to a defined contribution plan do not fall due wholly within twelve manths after the end of the
reporting period in which the employees render the related service, they are discounted. The rate used to discount reflects
the lime value of money. The currency and term of the financial instrument selected to refiect the time value of money is
consistent with the currency and estimated term of the obligation.

Post-employment benefits: Defined benefit plans
Defined benefit plans are post-employment benefit plans other than defined contribution pians.

Actuarial gains and losses comprise experience adjustments (the effects of differences between the previous actuarial
assumptions and what has actually occurred) and the effects of changes in actuarial assumptions. In measuring its
defined benefit liability the entity recognise actuarial gains and losses in surplus or deficit in the reporting period in which

they occur.

Current service cost is the increase in the present value of the defined benefit obligation resulting from employee service
in the current period.

Interest cost is the increase during a period in the present value of a defined benefit obiigation which arises because the
benefits are one period closer to settlement.:

The amount recognised as a defined benefit liability is the net total of the following amounts:
» the present value of the defined benefit abligation at the reporting date;
e minus the fair value at the reporting date of plan assets {if any) out of which the obligations are to be settled directly;

. plus any liability that may arise as a result of a minimum funding requirement

The amount determined as a defined benefit liability may be negative (an asset). The entity measures the resulting asset

at the lower of:

- the amount determined above; and

*  ihe present value of any economic benefits available in the form of refunds from the plan or reductions in future
contributions to the plan. The present value of these economic benefits is determined using a discount rate which

reflects the time value of money.
Any adjustrments arising from the limit above is recognised in surplus or deficit.

The entity recognises the net total of the following amounts in surplus or deficit, except to the extent that another Standard
requires or permits their inclusion in the cost of an asset:

. current service cost;

interest cost;

the expected return on any plan assets and on any reimbursement rights;

actuarial gains and losses;

past service cost;

the effect of any curtailments or setliements; and

the effect of applying the limit on a defined benefit asset (negative defined benefit fiability).
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1.16 Employee benefits {continued)
Actuarial assumptions
Actuarial assumptions are unbiased and mutually compatible.

Financial assumptions are based on market expeclations, at the reporting dale, for the period over which the obligations
are to be setfied.

The rate used to discount post-employment benefit obligations (both funded and unfunded) reflect the time value of
money. The currency and term of the financial instrument selected 1o reflect the lime value of money is consistent with the
currency and estimated term of the post-employment benefit obligations.

Post-employment benefit obligations are measured on a basis that reflects:

. estimated future salary increases;

. the benefits set out in the terms of the plan (or resulting from any constructive obligation that goes beyond those
terms) at the reporling date; and

» estimated future changes in the level of any state benefits that affect the benefits payable under a defined benefit
plan, if, and only if, either:

. those changes were enacted before the reporting date; or

. past history, or other reliable evidence, indicates that those state benefits will change in some predictable manner,
for example, in line with future changes in general price levels or general salary levels.

Assumptions about medical costs take account of estimated future changes in the cost of medical services, resulting from
both inflation and specific changes in medical costs.

Other post retirement obligations

The municipality provides post-retirement health care benefits, housing subsidies and gratuities upon retirement to some
retirees.

The entitlement to post-retirement health care benefits is based on the employee remaining in service up to retirement
age and the completion of a minimum service period, The expected costs of these benefits are accrued over the period of
employment. Independent qualified actuaries carry out valuations of these obligations. The municipality also provides a
gratuity and housing subsidy on retirement lo certain employees. An annual charge to income is made to cover both
these liabilities.

The amount recognised as a liability for other long-term employee benefits is the net total of the following amounts:
. the present value of the defined benefit cbligation at the reporting date,
. minus the fair value at the reporting date of plan assets (if any) out of which the obligations are o be setiled directly.

The entity shall recognise the net total of the following amounts as expense or revenue, except to the exient that another
Standard requires or permits their inclusion in the cost of an asset:

. current service cost;

interest cost;

the expected return on any plan assets and on any reimbursement right recognised as an asset;

actuarial gains and lpsses, which shall all be recognised immediately;

past service cost, which shall all be recognised immediately; and

the effect of any curtailments or setliements.
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1.16 _Employee benefits. {continued)

Termination benefits

The entity recognises termination benefits as a liability and an expense when the entity is demonstrably committed to

either:
. terminate the employment of an employee or group of employees before the normal retirement date; or

»  provide termination benefits as a result of an offer made in order to encourage voluntary redundancy.

The enlity is demonstrably committed to a termination when the entity has a detailed formal plan for the termination and is

without realistic possibility of withdrawal. The detailed plan includes fas a minimum]:
. the lacation, function, and approximate number of employees whose services are to be terminated;

. the termination benefits for each job classification or funclion; and
= the time at which the plan will be implemented.

Implementation begins as soon as possible and the period of time to complete implementation is such that material
changes to the plan are not likely.

Where termination benefits fall due more than 12 months after the reporting date, they are discounted using an
appropriate discount rate. The rate used to discount the benefit reflects the time value of money. The currency and term
of the financial instrument selected to reflect the time value of money is consistent with the currency and estimated term

of the benefit.

In the case of an offer made to encourage voluntary redundancy, the measurement of termination benefits shall be based
on the number of employees expected to accept the offer.

1.17 Provisions and contingencies

Provisions are recognised when:
. the municipality has a present obligation as a result of a past event;
= it is probable that an outflow of resources embodying economic benefits or service potential will be required to

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

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

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures
expecied to be required to settie the obligation.

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks
specific to the liability.

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the
reimbursement is recognised when, and only when, it is virtually cerfain that reimbursement will be received if the
municipality settles the obligation. The reimbursement is trealed as a separate asset. The amount recognised for the
reimbursement doas not exceed the amount of the provision.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if
it is no longer probabie that an outflow of resources embodying economic benefils or service potential will be required, to

settle the obligation.

Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of time.
This increase is recognised as an interest expense.

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

If an entity has a contract that is onerous, the present obligation (net of recoveries) under the confract is recognised and
measured as a provision.
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1.17_Provisions and contingencies (continued)

A constructive obligation to restructure arises only when an entity:
*  has a detailed formal plan for the restructuring, idenlifying at least:
- the activity/operating unit or part of an activity/operating unit concerned;
- the principal locations affected;
- the location, function, and approximate number of employees whe will be compensated for services being
terminated, :
- the expenditures that will be undertaken; and
- when the plan will be implemented; and
. has raised a valid expectation in those affected that it will carry out the restrucluring by starting to implement that
plan or announcing its main features to those affected by it.

A restruciuring provision includes only the direct expenditures arising from the restructuring, which are those that are
both:

s necessarily entailed by the restructuring; and

. not associated with the ongoing activities of the municipality

No obligation arises as a consequence of the sale or transfer of an operation until the municipality is commitied to the
sale or transfer, that is, there is a binding arrangement.

After their inilial recognition contingent liabilities recognised in entity combinations that are recognised separately are
subsequently measured at the higher of:

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

) the amount initially recognised less cumulative amortisation.

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

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder
for a loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified
terms of a debt instrument.

Loan commitment is a firm commitment 1o provide credit under pre-specified terms and conditions.

The municipality recognises a provision for financial guarantees and loan cr;mmitments when it is probable that an outflow
of resources embodying economic benefils and service polential will be required to settie the cbligation and a reliable
estimate of the obligation can be made.

Determining whether an outflow of resources is probable in relation to financial guarantees requires judgement.

Indications that an outflow of resources may be probable are:

= financial difficulty of the debtor;

. defaulls or definquencies in interest and capital repayments by the debtor;

«  breaches of the terms of the debt instrument that result in it being payable earlier than the agreed term and the
ability of the debtor to settle its obligation on the amended terms; and

. a decline in prevalling economic circumstances (e.g. high interest rates, inflation and unemployment) that impact on
the ability of entities to repay their obligations.

Where a fee is received by the municipality for issuing a financial guarantee and/or where a fee is charged on loan
commitments, it is considered in determining the best estimate of the amount required to settle the obligation at reporling
date. Where a fee is charged and the municipality considers that an outflow of economic resources is probable, an

municipality recognises the obligation at the higher of:

. the amount determined using in the Standard of GRAP on Provisions, Contingent Liabilities and Contingent Assets;
and

. the amount of the fee initially recognised less, where appropriate, cumulative amortisation recognised in accordance
with the Standard of GRAP on Revenue from Exchange Transactions.

1.18 Commitments

Items are classified as commitments when an entity has commitied itself to future transactions that will normally resuit in
the oufflow of cash.

Disclosures are required in respect of unrecognised contractual commitments.
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———1,18 Commitments (continued)

Commitments for which disclosure is necessary to achieve a fair presentation should be disclosed in a note 1o the

financial stalements, if both the following crileria are met:
. Contracts should be non-cancellable or only cancellable at significant cost (for example, contracts for computer or

building maintenance services); and
. Contracts should relate to something other than the routine, steady, state business of the entity — therefore salary

commitments relating to employment contracts or sacial securily benefit commitments are excluded.

1.19 Revenue from exchange transactions

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

An exchange transaclion is one in which the municipality receives assets or services, or has liabilities extinguished, and
directly gives approximately equal value (primarily in the form of goods, services or use of assets) to the other panly in

exchange.

Fair value is the amount for which an asset could be exchanged, or a liability setfied, between knowledgeable, willing
parties in an arm's length fransaction.

Measurement

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

Sale of goods

Revenue from the sale of goods is recognised when all the following conditions have been satisfied:

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

= the municipality retains neither continuing managerial involvement io the degree usually associated with
ownership nor effective control over the goods sold;

*  the amount of revenue can be measured reliably;

e it is probable that the economic benefits or service potential associated with the transaction will flow to the
municipality; and

»  the costs incurred or fo be incurred in respect of the transaction can be measured reliably.

Rendering of services

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated

with the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The

outcome of a transaction can be estimated reliably when all the following conditions are satisfied:

s the amount of revenue can be measured reliably;

» it is probable that the economic benefits or service potential associated with the transaction will flow to the
municipality;

* the stage of completion of the transaction at the reporting date can be measured reliably; and

»  the costs incurred for the transaction and the costs to complete the transaction can be measured reliably.

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on
a straight line basis over the specified time frame unless there is evidence that some other method better represents the
stage of completion. When a specific act is much maore significant than any other acts, the recognition of revenue is
postponed until the significant act is executed.

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

Service revenue is recognised by reference fo the stage of completion of the transaction at the reporting date. Stage of
completion is determined by .



Kai !Garib L.ocal Municipality

{Registration number NC0B82)
Unaudited Annual Financial Statements for the year ended 30 June 2019

Accounting Policies

_1.20 Revenue from non-exchange transactions- R — : —

Revenue comprises gross inflows of economic benefits or service potential received and receivable by a municipality,
which represents an increase in net assels, other than increases relating to contributions from owners.

Condilions on transferred assets are stipulations that specify that the future economic benefits or service potential
embodied in the asset is required to be consumed by the recipient as specified or future economic benefits or service
potential must be returned to the transferor.

Control of an asset arise when the municipality can use or otherwise benefit from the asset in pursuit of its objectives and
can exclude or otherwise regulate the access of others to that benefit.

Exchange transactions are transactions in which one entity receives assets or services, or has liabilities extinguished, and
directly gives approximately equal value (primarily in the form of cash, goods, services, or use of assets) to another entity
in exchange.

Expenses paid through the tax system are amounts that are available to beneficiaries regardless of whether or not they
pay taxes.

Fines are economic benefits or service polential received or receivable by enities, as determined by a court of other law
enforcement body, as a consequence of the breach of laws or regulations.

Non-exchange fransactions are transactions that are not exchange transactions. In a non-exchange transaction, a
municipality either receives value from another municipality without directly giving approximately equal value in exchange,
or gives value to another municipality without directly receiving approximately equal value in exchange.

Restrictions on transferred assets are stipulations that limit or direct the purposes for which a transferred asset may be
used, but do not specify that fulure economic benefits or service potential is required to be returmned to the transferor if not

deployed as specified.

Stipulations on transferred assets are terms in laws or regulation, or a binding arrangement, imposed upon the use of a
transferred asset by entities external to the reporting municipality.

Tax expenditures are preferential provisions of the tax law that provide certain taxpayers with concessions that are not
available o others.

The taxable event is the event that the government, legislature or other authority has determined will be subject to
{axation.

Taxes are economic benefits or service potential compulsorily paid or payable to entities, in accordance with laws and or
regulations, established to provide revenue to government. Taxes do not include fines or other penaities imposed for

breaches of the law.
Transfers are inflows of future economic benefits or service potential from non-exchange transactions, other than taxes.
Recognition

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except o the
extent that a liability is also recognised in respect of the same inflow.

As the municipality satisfies a present obligation recognised as a liability in respect of an inflow of resources from a non-
exchange transaction recognised as an asset, it reduces the carrying amount of the liability recognised and recognises an
amount of revenue equal to that reduction.
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1.20 Revenue from non-exchange transactions {(continued)

Measurement

Revenue from a non-exchange transaction is measured at the amount of the increase in net assets recognised by the
municipality.

When, as a result of a non-exchange transaction, the municipality recognises an asset, it also recognises revenue
equivalent to the amount of the asset measured at its fair value as at the date of acquisition, unless it is also required to
recognise a liability. Where a liability is required to be recognised it will be measured as the best estimate of the amount
required to settle the obligation at the reporting date, and the amount of the increase in net assets, if any, recognised as
revenue. When a liability is subsequently reduced, because the taxable event occurs or a condition is satisfied, the

amount of the reduction in the liability is recognised as revenue.

Fines

Fines are recognised as revenue when the receivable meets the definition of an asset and satisfies the criteria for
recognition as an asset.

Assets arising from fines are measured at the best estimate of the inflow of resources to the municipality.
Where the municipality collects fines in the capacity of an agent, the fine will not be revenue of the collecting entity.

Gifts and donations, including goods in-kind

Gifts and donations, including goods in kind, are recognised as assets and revenue when it is probable that the future
economic benefits or service pelential will flow to the municipality and the fair value of the assels can be measured

reliably.
1.21 Investment income
Investment income is recognised on a time-proportion basis using the effective interest method.
1.22 Borrowing costs
Borrowing costs are interest and other expenses incurred by an entity in connection with the borrowing of funds.
Borrowing costs are recognised as an expense in the period in which they are incurred.
1.23 Accounting by principals and agents
Identification

An agent is an entity that has been directed by another entity (a principal), through a binding arrangement, {o undertake
transactions with third parties on behalf of the principal and for the benefit of the principal.

A principal is an entity that directs another entity (an agent), through a binding arrangement, to undertake transactions
with third parties on ils behalf and for its own benefit.

A principal-agent arrangement results from a binding arrangement in which one entity (an agent), undertakes transactions
with third parties on behalf, and for the benefit of, another entity (the principal).

Binding arrangement

The municipality assesses whether it is an agent or a principal by assessing the rights and obligations of the various
parlies established in the binding arrangement. .

Where the terms of a binding arrangement are modified, the parties to the arrangement re-assess whether they act as
a principal or an agent.
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1.23 Accounting by principals and agents (continued)
Assessing which entity benefits from the transactions with third parties

When the municipality in a principal-agent arrangement concludes that it undertakes transactions with third parties for
the benefit of another entity, then it is the agent. If the municipality concludes that it is not the agent, then it is the
principal in the transactions.

The municipality is an agent when, in relation to transactions with third parties, all three of the following crileria are

present:

. It does not have the power to determine the significant terms and conditions of the transaction.

. it does not have the ability to use all, or substantially all, of the resources that result from the transaction for ils
own benefit.

. It is not exposed ta variability in the results of the transaction.

Where the municipality has been granted specific powers in terms of legislation 10 direct the terms and conditions of
particular transactions, it is not required to consider the criteria of whether it does not have the power to determine the
significant terms and conditions of the transaction, to conclude that is an agent. The municipality applies judgement in
determining whether such powers exist and whether they are relevant in assessing whether the municipality is an

agent.
Recognition

The municipality, as a principal, recognises revenue and expenses that arise from transactions with third parties in a
principal-agent arrangement in accordance with the requirements of the relevant Standards of GRAP.

The municipality, as an agent, recognises only that portion of the revenue and expenses it receives or incurs in
executing the transactions on behalf of the principal in accordance with the requirements of the relevant Standards of
GRAP.

The municipality recognises assels and liabilities arising from principal-agent arrangements in accordance with the
requirements of the relevant Standards of GRAP.

1.24 Comparative figures

When the presentation or classification of items in the unaudited annual financial statements is amended, prior period
comparative amounts are reclassified. The nature and reason for the reclassification is disclosed. Where accounting
errors have been identified in the current year, the correction is made retrospeclively as far as is practicable, and the prior
year comparatives are restated accordingly. Where there has been a change in accounting policy in the current year, the
adjustment is made retrospectively as far as is practicable, and the prior year comparatives are restated accordingly.

1.25 Unauthorised expenditure

Unauthorised expenditure means:

. overspending of a vote or a main division within a vote; and

. expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance with
the purpose of the main division.

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

1.26 Fruitless and wasteful expenditure

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

All expenditure refating to fruiless and wasteful expenditure is recognised as an expense in the statement of financial
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of
the expense, and where recovered, il is subsequently accounted for as revenue in the statement of financial performance
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1.27

1.28

1.29

Irregular expenditure

Imegular expenditure as defined in section 1 of the PFMA is expenditure other than unauthorised expenditure, incurred in
contravention of or that is not in accordance with a requirement of any applicable legislation, including -

(a8} this Act; or

{b) the State Tender Board Act, 1968 (Act No. 86 of 1968), or any regulations made in terms of the Aci; or

(c) any provincial legislation providing for procurement procedures in that provincial government.

National Treasury practice nole no. 4 of 2008/2009 which was issued in terms of sections 76(1) to 76(4) of the PFMA
requires the following (effective from 1 April 2008);

Irregular expenditure that was incurred and identified during the current financial and which was condoned before year
end and/or before finalisation of the financial statements must also be recarded appropriately in the irregular expenditure
register. In such an instance, no further action is also required with the exception of updating the note to the financial

statements.

Iregular expenditure that was incurred and identified during the current financial year and for which condonement is being
awaited at year end must be recorded in the irregular expenditure register. No further action is required with the exception

of updating the note to the financial stalements.

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

irregular expenditure that was incurred and identified during the current financial year and which was not condoned by the
National Treasury or the refevant authority must be recorded appropriately in the irregular expenditure register. If iability
for the irregular expenditure can be attributed to a person, a debt account must be created if such a person is liable in
law. Immediate steps must thereafter be taken to recover the amount from the person concerned. If recovery is not
possible, the accounting officer or accounting authority may write off the amount as debt impairment and disclose such in
the relevant note 1o the financial statements. The irregular expenditure register must also be updated accordingly. If the
irregular expenditure has not been condoned and no person is liable in law, the expenditura related thereto must remain
against the relevant programme/expenditure item, be disclosed as such in the note to the financial statements and

updated accordingly in the irregular expenditure register.

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

Revaluation reserve

The surplus arising from the revaluation of property, plant and equipment is credited to a non-distributable reserve. The
revaluation surplus is realised as revalued buildings are depreciated, through a transfer from the revaluation reserve to
the accumulated surplus/deficit. On disposal, the net revaluation surpius is transferred to the accumulated surplus/deficit
while gains or losses on disposal, based on revalued amounts, are credited or charged 1o the statement of financial

performance.
Research and development expenditure
Expenditure on research is recognised as an expense when it is incurred.

An asset arising from development is recognised when:

it is technically feasible to complete the asset so that it will be available for use or sale.

there is an infention 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 1o use or sell the assel.
the expenditure attributable to the asset during its development can be measured reliably.
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__1.30 _Budget information

1.31

Municipality are typically subject 1o budgetary limits in the form of appropriations or budget authorisations {or equivalent),
which is given effect through authorising legislation, appropriation or similar.

General purpose financial reporting by municipality shall provide information on whether resources were cbtained and
used in accordance with the legally adopted budget.

The approved budgel is prepared on a cash basis and presented by economic classification linked to performance
outcome objectives,

The approved budget covers the fiscal period from 01/07/2018 to 30/06/2019.

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

Related parties

A related party is a person or an entity with the ability to control or jointly control the other party, or exercise significant
influence over the other party, or vice versa, or an entity that is subject to common controi, or joint control.

Conlral is the power to govemn the financial and operating policies of an entity so as to obtain benefits from its activities.

Joint control is the agreed sharing of control over an activity by a binding arrangement, and exists only when the strategic
financial and operating decisions relating to the activity require the unanimous consent of the parties sharing contro! (the
vanturers}.

Related party transaction is a transfer of resources, services or obligations between the reporting entity and a related
party, regardless of whether a price is charged.

Significant influence is the power to participate in the financial and operating policy decisions of an entity, but is not
control over those policies.

Management are those persons responsible for planning, directing and controlling the activities of the municipality,
including those charged with the governance of the municipality in accordance with legistation, in instances where they
are required to perform such functions.

Close members of the family of a person are considered to be those family members who may be expected to influence,
or be infiuenced by, that management in their dealings with the municipality.

The municipality is exempt from disclosure requirements in relation fo refated parly transactions if that transaction occurs
within normal supplier andfor client/recipient relationships on terms and conditions no more or less favourable than those
which it is reasonable to expect the municipality to have adopted if dealing with that individual entity or person in the same

circumstances and terms and conditions are within the normal operating parameters established by that reporting entity's
legal mandate.

Where the municipality is exempt from the disclosures in accordance with the above, the municipality discloses narrative
information about the nature of the transactions and the related outstanding balances, to enable users of the entity’s
financial statements to understand the effect of related party transactions on its unaudited annual financial staiements.

1.32 Events after reporting date

Events after reporting date are those events, both favourabie and unfavourable, that occur between the reporting date

and the date when the financial statements are authorised for issue. Two types of events can be identified:

+ those that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting date);
and

« those that are indicative of conditions that arose after the reporting date (non-adjusling events after the reporting
date).

The municipality will adjust the amaunt recognised in the financial statements to reflect adjusting events after the
reporting date once the event occurred.
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1.32 Events afterreporting date (continued)

The municipality will disclose the nature of the event and an estimate of its financial effect or a statement that such
estimate cannot be made in respect of all material non-adjusting events, where non-disclosure could influence the

economic decisions of users taken on the basis of the financial statements.
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Figures in Rand 2019 2018

2,

New standards and interpretations

2.1 Standards and interpretations effective and adopted in the current year

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

GRAP 12 {as amended 2018): inventories

Amendments to the Standard of GRAP on Inventories resulted from inconsistencies in measurement requirements in
GRAP 23 and other asset-related Standards of GRAP in relation to the treatment of transaction costs. Other changes
resulted from changes made to IPSAS 12 on Inventories (IPSAS 12) as a result of the IPSASB's Improvements to
IPSASs 2015 issued in March 2016.

The most significant changes to the Standard are:

. General improvements: To clarify the treatment of transaction costs and other costs incurred on assets acquired
in non-exchange transactions to be in line with the principle in GRAP 23 (paragraph .12)

. IPSASB amendments: To align terminology in GRAP 12 with that in IPSAS 12. The term “ammunition” in IPSAS
12 was replaced with the term “military inventories® and provides a description of what it comprises in
accordance with Government Finance Stalistics terminology

The effective date of the amendment is for years beginning on or after 01 April 2018.

The municipality has adopted the amendment for the first time in the 2018/2019 unaudited annual financial
statemenis.

The impact of the amendment is not material.
GRAP 16 {as amended 2016): Investment Property

Amendments to the Standard of GRAP on Investment Property resulted from editorial changes to the original text and
inconsistencies in measurement requirements in GRAP 23 and other asset-related Standards of GRAP in relation 1o
the treatment of transaction costs. Other changes résulted from changes made to IAS 40 on Investment Property (IAS
40) as a result of the IASB's amendments on Annual Improvements to IFRSs 2011 — 2013 Cycle issued in December
2013.

The most significant changes 1o the Standard are:

. General improvements: To clarify the treatment of transaction costs and other costs incurred on assets acquired
in non-exchange transactions to be in line with the principle in GRAP 23 (paragraph .12); and To clarify the
measurement principle when assets may be acquired in exchange for a non-monetary asset or assets, or a

combination of monetary and non-monetary assets.
. IASB amendments: To clarify the interrelationship between the Standards of GRAP on Transfer of Functlions

Betwaen Entities Not Under Commen Control and Investment Property when classifying investment property or
owner-occupied property.

The effective date of the amendment is for years beginning on or after 01 April 2018.

The municipality has adopted the amendment for the first time in the 2018/2019 unaudited annual financial
statements.

The impact of the amendment is not material.

GRAP 17 (as amended 2016): Property, Plant and Equipment

Amendments to the Standard of GRAP on Property, Plant and Equipment resulted from editorial changes to the
original text and inconsistencies in measurement requirements in GRAP 23 and other asset-related Standards of
GRAP in relation to the treatment of transaction costs. Other changes resulied from changes made to IPSAS 17 on

Property, Plant and Equipment (IPSAS 17) as a result of the IPSASB's Improvemenis to IPSASs 2014 issued in
January 2015 and Improvements to IPSASs 2015 issued in March 2016.

The most significant changes to the Standard are:
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2,

New standards and interpretations (continued) )

. General improvements: To clarify the treatment of transaction costs and other costs incurred on assets acquired
in non-exchange transactions to be in line with the principle in GRAP 23 (paragraph .12); and To clarify the
measurement principle when assets may be acquired in exchange for a non-monetary asset or assets, or a

combination of monetary and non-monetary assets.

. IPSASB amendments: To clarify the revaluation methodology of the carrying amount and accumulated
depreciation when an item of properly, plant, and equipment is revalued; To clarify acceptable methods of
depreciating assets, To align terminciogy in GRAP 17 with that in IPSAS 17. The term “specialist military
equipment” in IPSAS 17 was replaced with the term *weapon systems® and provides a description of what it
comprises in accordance with Govemment Finance Statistics terminology; and To define a bearer plant and
include bearer plants within the scope of GRAP 17, while the produce growing on bearer plants will remain within

the scope of GRAP 27,
The effective date of the amendment is for years beginning on or after 01 April 2018.

The municipality has adopled the amendment for the first time in the 2018/2019 unaudited annual financial
statements.

The impact of the amendment is not material.
GRAP 26 (as amended 2016): Impairment of cash-generating assets

Amendments Changes to the Standard of GRAP on Impairment of Cash Generating Assets resulted from changes
made to IPSAS 26 on Impairment of Cash-Generating Assets (IPSAS 26) as a result of the IPSASB's Impairment of

Revalued Assets issued in March 20186.

The most significant changes to the Standard are:
. IPSASB amendments: To update the Basis of conclusions and Comparison with IPSASs to reflect the IPSASB's

recent decision on the impairment of revalued asssts.
The effective date of the amendment is for years heginning on or after 01 April 2018.

The municipality has adopted the amendment for the first time in the 2018/2019 unaudited annual financial
statements.

The impact of the amendment is not material.

GRAP 31 (as amended 2018}: intangible Assets

Amendments lo the Standard of GRAP on Intangible Assets resulted from inconsistencies in measurement
requirements in GRAP 23 and other asset-related Standards of GRAP in relation o the treaiment of transaction costs.
Other changes resulted from changes made to IPSAS 31 on Intangible Assets (IPSAS 31) as a result of the |PSASB's

Improvements to IPSASs 2014 issued in January 2015.

The most significant changes to the Standard are:

*  General improvements: To add the treatment of fransaction costs and other costs incurred on assets acquired in
non-exchange transactions to be in line with the principle in GRAP 23 (paragraph .12); and To clarify the
measurement principle when assets may be acquired in exchange for a non-monetary assel or assets, or a

combination of monetary and non-monetary assets
. IPSASB amendments: To clarify the revaluation methodology of the carrying amount and accumulated
depreciation when an item of intangible assets is revalued; and To clarify acceptable methods of depreciating

assets
The effective date of the amendment is for years beginning on or after 01 April 2018.

The municipality has adopted the amendment for the first time in the 2018/2019 unaudited annual financial
statements.

The impact of the amendment is not material.

GRAP 103 (as amended 2016): Heritage Assets
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2.2

New standards :;ﬁa'il;térbreta_t?ons {continued)

Amendments to the Standard of GRAP on Heritage Assets resulted from inconsistencies in measurement
requirements in GRAP 23 and other asset-related Standards of GRAP in relation to the treatment of transaction cosls.
Other changes resulled from editorial changes to the original text.

The most significant changes to the Standard are:

. General improvements: To clarify the reatment of transaction costs and other costs incurred on assets acquired
in non-exchange transactions to be in line with the principle in GRAP 23 (paragraph .12); and To clarify the
measurement principle when assets may be acquired in exchange for a non-monetary asset or assets, or a
combination of monetary and non-monetary assets

The effective date of the amendment is for years beginning on or after 01 April 2018.

The municipality has adopted the amendment for the first time in the 2018/2019 unaudited annual financial
statements.

The impact of the amendment is not matenial.
Standards and interpretations issued, but not yet effective

The municipality has not applied the following standards and interpretations, which have been published and are
mandatory for the municipality’s accounting periods beginning on or after 01 July 2019 or later periods:

GRAP 104 {amended}: Financial instruments

Following the global financial crisis, a number of concerns were raised about the accounting for financial instruments.
This inciuded that (a) information on credit losses and defaulis on financial assels was received too late to enable
proper decision-making, (b) using fair value in cerain instances was inappropriate, and (c) some of the existing
accounting requirements were seen as too rules based. As a result, the International Accounting Standards Board®
amended its existing Standards to deal with these issues. The IASB issued IFRS® Standard on Financial Instruments
(IFRS 9) in 2008 to address many of the concems raised. Revisions were also made to IAS® on Financial
Instruments: Presentation and the IFRS Standard® on Financial Instruments: Disclosures. The IPSASB issued revised
International Public Sector Accounting Standards in June 2018 so as to align them with the equivalent IFRS
Standards.

The revisions beiter align the Standards of GRAP with recent international developments. The amendments result in
better information available {o make decisions about financial assets and their recoverability, and more transparent
information on financial liabilities.

The most significant changes to the Standard affect:
Financial guarantee contracts issued

Loan commitments issued

Classification of financial assets

Amortised cost of financial assets

Impairment of financial assets

Disclosures

The effective date of the amendment is not yet set by the Minister of Finance.

The municipality expects to adopt the amendment for the first time when the Minister sets the effective date for the
amendment.

It is unlikely that the standard will have a material impact on the municipality's unaudited annual financial statements.

Guideline; Guideline on Accounting for Landfill Sites
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2. New standards and interpretations (continued)

The objective of this guideline: The Constitution of South Africa, 1996 (Act No. 108 of 1986) (the constitution), gives
local government the execulive authority over the functions of cleaning, refuse removal, refuse dumps and solid waste
disposal. Even though waste disposal activities are mainly underlaken by municipalities, other public sector enfities
may also be involved in these activities from time to time. Concemns were raised about the inconsistent accounting
practices for landfill sites and the related rehabilitation provision where entities undertake waste disposal activities.
The objective of the Guideline is therefore to provide guidance fo entities that manage and operate landfill sites. The
guidance will improve comparability and provide the necessary information to the users of the financial statements to
hold entities accountable and for decision making. The principles from the relevant Standards of GRAP are applied in
accounting for the fandfill site and the related rehabilitation provision. Where appropriate, the Guideline alsa illustrates
the accounting for the land in a landfill, the landfill site asset and the related rehabilitation provision.

It covers: Overview of the legislative requirements that govern landfill sites, Accounting for land, Accounting for the
landfill site asset, Accounting for the provision for rehabilitation, Closure, End-use and monitoring, Other
considerations, and Annexures with Terminology & References to proncuncements used in the Guideline.

The effective date of the guideline is not yet set by the Minister of Finance.

The municipality expects to adopt the guideline for the first time when the Minister sets the effective date for the
guideline.

It is unlikely that the standard will have a material impact on the municipality's unaudited annual financial statements.

Guideline: Guideline on the Application of Materiality to Financial Statements

The objective of this guideline: The objective of this Guideline is to provide guidance that will assist entities to apply
the concept of materiality when preparing financial statements in accordance with Standards of GRAP. The Guideline
aims {o assist entities in achieving the overall financial reporting objective, The Guideline outlines a process that may
be considered by enfities when applying materiality to the preparation of financial statements. The process was
developed based on concepts oullined in Discussion Paper 8 on Materiality — Reducing Complexity and Improving
Reporting, while also clarifying existing principles from the Conceptual Framework for General Purpose Financial
Reperting and other relevant Standards of GRAP. The Guideline includes examples and case studies to'iliustrate how
an entity may apply the principles in the Guideline, based on specific facts presented.

It covers: Definition and characteristics of materiality, Role of materiality in the financial statemenis, Identifying the
users of financial statements and their information needs, Assessing whether information is material, Applying
materiality in preparing the financial statements, and Appendixes with References to the Conceptual Framework for
General Purpose Financial Reporting and the Standards of GRAP & References {o pronouncements used in the

Guideline.
The effective date of the guideline is not yet set by the Minister of Finance.

The municipality expects to adopt the guideline for the first time when the Minister sets the effective date for the
guideline.

It is unlikely that the standard will have a material impact on the municipality's unaudited annual financial statements.
GRAP 1 (amended): Presentation of Financial Statements

Amendments to this Standard of GRAP, are primarily drawn from the IASB's Amendments to IAS 1.
Summary of amendments are:

Materiality and aggregation

The amendments clarify that:

. information should not be obscured by aggregating or by providing immaterial information;

*  materiality considerations apply to all parts of the financial statements; and
. even when a Standard of GRAP requires a specific disclosure, materiality considerations apply.
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2. New standards and interpretations (continued)
Statement of financial position and statement of financial performance

The amendments clarify that the list of line items to be presented in these statements can be disaggregated and
aggregated as relevant and additional guidance on subtotals in these stalements.

Notes structure

The amendmenis add examples of possible ways of ordering the notes to clarify that understandability and
comparability should be considered when determining the order of the notes and to demonstrate that the notes need
not be presented in the order listed in GRAP 1.

Disclosure of accounting policies

Remove guidance and examples with regards to the identification of significant accounting policies that were
perceived as being potentially unhelpful.

An municipality applies judgement based on past experience and current facts and circumstances.
The effective dale of this amendment is for years beginning on or after 01 April 2020.

The municipality has adopted the interpretation for the first time in the 2017/2020 unaudiled annual financial
statements.

The impact of the amendment is not material.
GRAP 110 (as amended 2016): Living and Non-living Resources

The objective of this Standard is to prescribe the:
. recognition, measurement, presentation and disclosure requirements for living resources; and
. disclosure requirements for non-living resources

It furthermore covers Definitions, Recognition, Measurement, Depreciation, Impairment, Compensation for impairment,
Transfers, Derecognition, Disclosure, Transitional provisions and Effeclive date.

The subsequent amendmenis to the Standard of GRAP on Living and Non-living Resources resuited from editorial
changes fo the original text and inconsistencies in measurement requirements in GRAP 23 and other asset-related
Standards of GRAP in relation {o the treatment of fransaction costs. Other changes resuited from changes made to
IPSAS 17 on Properly, Plant and Equipment (IPSAS 17) as a result of the IPSASB's Improvements to IPSASs 2014
issued in January 2015 and Improvemenits to IPSASs 2015 issued in March 2016.

The most significant changes to the Standard are:

. General improvements: To clarify the treatment of transaction costs and other costs incurred on assets acuuired
in non-exchange transactions to be in line with the principle in GRAP 23; and To clarify the measurement
principle when assets may be acquired in exchange for a non-monetary asset or assels, or a combination of
monetary and non-monetary assets

. IPSASB amendments: To clarify the revaluation methodology of the carrying amount and accumulated
depreciation when a living resource is revalued; To clarify acceptable methods of depreciating assets; and To
define a bearer plant and include bearer plants within the scope of GRAP 17 or GRAP 110, while the produce
growing on bearer plants will remain within the scope of GRAP 27

The effective date of the standard is for years beginning on or after 01 April 2020.

The municipality expects to adopt the standard for the first time in the 2019/2020 unaudited annua! financial
statements.

It is unlikely that the standard will have a material impact on the municipality's unaudited annual financial statements.

IGRAP 1 (revised): Applying the Probability Test on Initial Recognition of Revenue
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2. .New standards and interpretations {continued)

The amendments to this Interpretation of the Standard of GRAP clarifies that the entity should also consider other
factors in assessing the probability of future economic benefits or service potential to the entity. Entities are also
unceriain of the extent to which factors, other than the uncertainty about the collectability of revenue, should be
considered when determining the probability of the inflow of future economic benefits or service potential on initial
recognition of revenue. For example, in providing certain goods or services, or when charging non-exchange revenue,
the amount of revenue charged may be reduced or otherwise madified under certain circumstances. These
circumstances include, for example, where the enlity grants early setilement discounts, rebates or similar reductions
hased on the satisfaction of certain criteria, or as a result of adjustments to revenue already recognised following the

outcome of any review, appeal or objection process.

The consensus is that on initial recognition of revenue, an entity considers the revenue it is entitled 1o, following its
obligation to collect all revenue due to it in terms of legislation or similar means. In addition, an entity considers other
factors that will impact the probable inflow of future economic benefits or service potential, based on past experience
and current facts and circumstances that exist on initial recognition.

A municipality applies judgement based on past experience and current facts and circumstances.

The effective date of the amendment is for years beginning on or after 01 April 2020,

The municipality expects to adopt the interpretation for the first time in the 2019/2020 unaudited annual financial
statements.

It is unlikely that the standard will have a material impact on the municipality’s unaudited annual financial statemenis.

GRAP 18 (as amended 2016): Segment Reporting

Segments are identified by the way in which information is reporied to management, both for purposes of assessing
performance and making decisions about how future resources will be allocated to the various activities undertaken by
the municipality. The major classifications of activities identified in budget documentation will usually reflect the

segments for which an entity reports information to management.

Segment information is either presented based on service or geographical segments. Service segments relate fo a
distinguishable component of an entity that provides specific outputs or achieves particular operating objectives that
are in line with the municipality’s overall mission. Geographical segments relate to specific outputs generated, or
pariicular objectives achieved, by an entity within a particular region.

The subsequent amendments to the Standard of GRAP on Segment Reporting resulted from editorial and other
changes to the original text have been made to ensure consistency with other Standards of GRAP.

The most significant changes to the Standard are:
. General improvements: An appendix with illustrative segment disclosures has been deleted from the Standard as

the National Treasury has issued complete examples as part of its implementation guidance.

The effective date of the standard is for years beginning on or after 61 April 2019

The municipality expects to adopt the standard for the first time in the 2019/2019 unaudited annual financial
statements.

It is unlikely that the standard will have a material impact on the municipality's unaudited annual financial statements.

GRAP 20: Related parties

The objective of this standard is to ensure that a reporting entity's unaudited annual financial statements contain the
disclosures necessary to draw attention to the possibility that its financial position and surplus or deficit may have
been affecled by the existence of related parties and by transactions and outstanding balances with such parties.

An entity that prepares and presents financial statements under the accrual basis of accounting (in this standard

referred to as the reporting entity) shall apply this standard in:
- identifying related party relationships and transactions;
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2. New standards and interpretations (continued)
. identifying outstanding balances, including commilments, between an entity and its related parties;
. identifying the circumstances in which disclosure of the items in (a) and (b} is required; and
. determining the disclosures to be made about those items.

This standard requires disclosure of related party relationships, transactions and outstanding balances, including
commitments, in the consolidated and separate financial statements of the reporting entity in accordance with the
Standard of GRAP on Consolidated and Separate Financial Statements. This standard also applies o individual
unaudited annual financial statements.

Disclosure of related party transactions, outstanding balances, including commitments, and relationships with related
parties may affect users' assessments of the financial position and performance of the reporting entity and its ability to
deliver agreed services, including assessments of the risks and opporiunities facing the entity. This disclosure also
ensures that the reporting enfity is transparent about its dealings with related parties.

The standard states that a related party is a person or an entity with the ability to control or jointly control the other
party, or exercise significant influence over the other party, or vice versa, or an entity that is subject to common
control, or joint control. As a minimum, the following are regarded as related parties of the reporling entity:
« A person or a close member of that person’s family is related to the reporting entity if that person:
- has control or joint conirol over the reporting entity,
- has significant influence over the reporting entity;
- is a member of the management of the entity or its controlling entity.
. An enlity is related to the reporting entity if any of the following conditions apply:
- the entity is a member of the same economic entity (which means that each controliing entity, controlled
entity and fellow controlled entity is related to the others),
- one entity is an associate or joint venture of the other entity {or an associate or joint venture of a member of
an economic entity of which the other entity is a member};
- both entities are joint ventures of the same third party,
- one entity is a joint venture of a third entity and the other entity is an associate of the third entity;
- the entity is a post-employment benefit pian for the benefit of employees of either the entity or an entity
related to the entity. If the reporting entity is itself such a plan, the sponsoring employers are related to the entity;
- the entity is controlled or jointly controlled by a person identified in (a); and
- a person identified in (a)(i) has significant influence over that entity or is a member of the management of
that entity {or its controlling entity}.

The standard furthermore states that related party transaction is a transfer of resources, services or obligations
between the reporting entity and a related party, regardless of whether a price is charged.

The standard elaborates on the definitions and identification of:
»  Close member of the family of a person;

Management;

Related paries;

Remuneration; and

Significant influence

The standard sets out the requirements, inier alia, for the disclosure of:

. Confrol;

. Related panty transactions; and

. Remuneration of management

The effective date of the standard is for years beginning on or after 01 April 2019.

The municipality expects to adopt the standard for the first time in the 2019/2019 unaudited annual financial
statements.

it is unlikely that the standard will have a material impact on the municipality's unaudited annual financial statements.
IGRAP 18: Interpretation of the Standard of GRAP on Recognition and Derecognition of Land

This Interpretation of the Standards of GRAP applies to the initial recognition and derecognition of fand in an entity's
financial statements. It also considers joint control of land by more than one entity.
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When an entity concludes that it controls the land after applying the principles in this Interpretation of the Standards of
GRAP, it applies the applicable Standard of GRAP, i.e. the Standard of GRAP on Inventaries, Investment Property
(GRAP 16), Property, Plant and Equipment {(GRAP 17} or Heritage Assets. As this Interpretation of the Standards of
GRAP does not apply to the classification, initial and subsequent measurement, presentation and disclosure
requiremenis of land, the entity applies the applicable Slandard of GRAP to account for the land once control of the
land has been determined. An entity also applies the applicable Standards of GRAP to the derecognition of land when
it conciudes that it does not conirol the land after applying the principles in this Interpretation of the Standards of
GRAP.

In accardance with the principles in the Standards of GRAP, buildings and other structures on the land are accounted
for separately. These assets are accounled for separately as the future economic benefils or service potential
embadied in the land differs from those included in buildings and other structures. The recognition and derecognition
of buildings and other structures are not addressed in this Interpretation of the Standards of GRAP.

The effeclive date of the interpretation is for years beginning on or after 01 April 2019.

The municipality expects to adopt the interpretation for the first time in the 2019/2019 unaudiled annual financial
statemenis.

it is unlikely that the interpretation will have a material impact on the municipaiity's unaudited annual financial
slatements,
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3. Cash and cash eciuivalents

Cash and cash equivalents consist of:

Bank balances 98,925 51,309
Cash on hand 45,833 28,801
Shori-term deposits 401,679 383,551
Bank overdraft (543,799) (208,581)
2,638 255,080
Current asseis 546,437 463,661
Current liabilities (543,799) {208,581)
2,638 255,080
The total amount of undrawn facilities available for future operating activities and 2,638 255,080

commitments

The municipality had the following bank accounts

Account number / Bank statement balances Cash book balances
description

30 June 2019 30 June 2018 30 June 2017 30 June 2019 30 June 2018 30 June 2017
Current accounts
ABSA Bank Limited: (543,799) (208,581) 491,025 (543,799) (208,581) 429,013
4051 445 435
Standard Bank Limjted: 08,925 51,309 76,874 98,925 51,309 76,874
0417 802 19

Short-term Investments

ABSA Bank Limited: 2,850 3,336 23,407 2,850 3,336 23,407
9117 271 903

First National Bank: 1,667 1,868 1,918 1,667 1,868 1,918
6200 698 300 4

Standard Bank Limited: 18,639 1,074 2,558 18,639 1,074 2,558
0486 432 700 02

Standard Bank Limited: 59,930 59,930 59,930 59,030 59,930 59,930
0489 042 950 04

Stanlib: 318,503 317,343 319,570 318,593 317,343 319,570
1533 550 21

Total (43,195) 226,279 975,282 (43,195) 226,279 913,270
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4. inventories
Maintenance materials 801,426 675,946
RDP Properties 1,340 1,340
Water for distribution 85,962 87,970
888,728 765,256

No impairments of the values of inventory have been written off as management considers that all inventory and
consumables are useable and any losses on ultimate realisation are immaterial. Periodically, physical stock counts are
carried out and any obsolete and redundant items are identified and written off under Council authority.

inventory pledged as security

There are no Inventory pleged as security for overdraft facilities.
5. Other financial assets

Designated at fair value

Long-term debtors (1,813,441) 2,584,310
The consumers made arrangements with the municipality 1o pay off their long

overdue rates and services accounts. The outstanding accounts will be settled

interest free in equal installments over a period of 12 to 24 months.

Old Mutual - 1166 5522 66,978 66,978

The policy (Registered in Eksteenskuil Bestuursraad) has reached the end of its

term on 1 August 2003 and has been inaclive since then, The maturity proceeds

are not exposed to the market, thus the maturity value as at 1 August 2003 is stili
the same as at 30 June 2018.

{1,746,463) 2,651,288

Non-current assets

Designated at fair value (1,813,441} 1,081,535

Currerit assets

Designated at fair value 66,978 1,569,753

6. Receivables from exchange transactions

Consumer debtors - Electricity 4,490,195 9,581,006

Consumer debtors - Water 6,531,145 5,897,489
Consumer debtors - Waste water 3,453,312 3,390,746
Consumer debtors - Refuse 2,661,409 2,336,288
Consumer debtors - Long-term debtors - 260,008

199,931,424 776,840

Consumer debtors - Other

217,067,485 22,252,477

Trade and other receivables pledged as security
There are no Consumer debtors pleged as security for overdraft facilities.

Please refer to note 8 for the detailed consumer debtors disclosure.
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2018

6. Receivables from exchange transactions (continued)
Fair value of trade and other receivables
Trade and other receivables 217,067,485
The carrying amount of trade and other receivables are denominated in the fcfllowing currencies;
Rand 217,067,485
7. Receivables from non-exchange transactions

Consumer debiors - Rates 21,475,535

22,252 477

22,252 477

17,646,577

Receivables from non-exchange transactions pledged as security
There are no Consumer debtors pleged as security for overdraft facilities.
Please refer to note 8 for detailed consumer debtors disclosure.

Fair value of receivables from non-exchange transactions

Other receivables from non-exchange transactions 21,475,535

17,646,577

The carrying amount of other receivables from non-exchange transactions are denominated in the following currencies:

Rand 21,475,535 17,646,577
8. Consumer debtors disclosure
Gross balances )
Rates 44,098,078 37,601,508
Electricity 19,466,497 25,812,167
Water 49131,805 42,185,289
Waste water 22,350,448 19,082,151
Refuse 22,430,913 18,396,682
Long-term debtor’s instaliments - 3,873,775
Other 206,655,705 6,624,934
364,142,446 153,576,506
Less: Allowance for impairment
Rates (22,622,543} (19,954,931)
Electricity (14,976,302} (16,221,161)
Water (42,600,660) (36,287,800)
Waste water (18,906,136) (15,691,405)
Refuse (19,769,504) (16,060,394)
Long-term debtor’s installments - (3,613,767)
Other (6,724,281)  (5,847,994)

(125,599,426) (113,677,452)
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8. Consumer debtors disclosure {continued)
Net balance
Rates 21,475,535 17,646,577
Electricity 4,490,195 9,591,006
Water 6,531,145 5,897,489
Waste water 3,453,312 3,390,746
Refuse 2,661,409 2,336,288
Long-term debtor's instaliments - 260,008
Other 199,931,424 776,940
238,543,020 39,899,054
Included in above is receivables from exchange transactions
Electricity 4,490,195 9,591,006
Waler 6,531,145 5,897,489
Waste water 3,453,312 3,390,746
Refuse 2,661,400 2,336,288
Long-term debtor's installments - 260,008
Other 199,931,424 778,940
217,067,485 22,252,477
Included in above is receivables from non-exchange transactions {taxes
and transfers)
Rates 21,475535 17,646,577
Net balance 238,543,020 39,889,054
Rates
Current (0 -30 days) 1,768,086 1,339,379
31 - 60 days 721,903 191,210
61 - 90 days 692,828 157,292
91 - 120 days 669,157 717,279
120 - 150 days 661,670 -
151 - 180 days 668,120 -
181 - 365 days 10,622,685 8,805,571
> 365 days 28,293,628 26,390,777
Less: Allowance for impairment (22,622,542) (19,954,931)
21,475,535 17,646,577
Electricity
Current (0 -30 days) 3,814,347 3,397,192
31 - 60 days 481,116 881,379
61 - 90 days 322,798 693,451
91 - 120 days 279,457 590,685
121 - 150 days 229,211 -
151 - 180 days 280,802 -
181 - 365 days 1,211,840 4,461,633
> 365 days 12,847,125 15,787,828
Less: Allowance for impairment (14,976,301) (16,221,162)
4,490,195 9,591,006
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8. Consumer debtors disclosure (continued)
Water
Current (D -30 days) 1,797,498 1,570,701
31 - 60 days 2,081,644 1,053,208
61 - 90 days 1,044,739 992,672
91 - 120 days 1,019,464 951,729
121 - 150 days 1,069,358 -
151 - 180 days 1,060,298 -
181 - 365 days 4,752,931 7,135,909
> 365 days 36,305,872 30,481,070
Less: Allowance for impairment (42,600,659) (36,287,800)
6,531,145 5,897,489
Waste water
Current (0 -30 days) 964,767 922,128
31 - 60 days 546,671 513,181
61 - 90 days 501,232 461,218
91 - 120 days 483,828 452 279
121 - 150 days 470,190 -
151 - 180 days 458,826 -
181 - 365 days 2,550,621 2,981,313
> 365 days 16,383,313 13,752,031
Less: Allowance for impairment (18,906,136) (15,681,404)
3,453,312 3,390,746
Refuse
Current {0 -30 days) 741,425 686,511
31 - 60 days 503,345 455,395
61 - 90 days 472,751 414 921
91 - 120 days 459 257 399,427
121 - 150 days 448,661 -
151 - 180 days 440,880 -
181 - 365 days 2,502,318 2,789,067
> 365 days 16,862,275 13,651,360
Less: Allowance for impairment (19,769,503) (16,060,383)
2,661,409 2,336,288
Long-term debtor installments
Current (0 -30 days) - 170,846
31 - 60 days - 107,846
61 - 90 days - 97,086
91 - 120 days - 03,154
181 - 365 days - 529,680
> 365 days - 2,875,162
Less: Allowance for impairment - (3,613,766)
- 260,008

63



Kai !Garib Local Municipality

(Registration number NC082)
Unaudited Annual Financial Statements for the year ended 30 June 2019

Notes to the Unaudited Annual Financial Statements

Figures in Rand 2019 2018
8. Consumer debtors disclosure (continued)
Other services
Current (0 -30 days) 6,498,666 202,870
31 - 60 days 51,600 52,023
61 - 80 days 49,326 51,055
91 - 120 days 49,020 51,706
121 - 150 days 49,538 -
151 - 180 days 75,270 -
181 - 365 days 194,121,054 393,287
> 365 days 5,761,231 5,873,994
Less: Allowance for impairment (6,724,281)  (5,847,995)
199,931,424 776,940
Total
Current (0 -30 days) 15,584,789 8,118,781
31 - 60 days 4,386,279 3,146,396
61 - 90 days 3,083,674 2,770,609
91 - 120 days 2,960,183 3,163,105
121 - 150 days 2,928,628 -
151 - 180 days 2,983,996 -
181 - 365 days 215,761,449 26,568,780
> 365 days 116,453,444 105,937,060

Less: Allowance for impairment

(125,589,422) (110,063,685)

238,543,020

39,639,046
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8. Consumer debtors disciosure (continued)
Summary of debtors by customer classification
Consumers
Current (0 -30 days) 7,147,632 6,707,764
31 - 60 days 3,993,868 2,975,428
61 - 90 days 2,757,260 2,662,209
91 - 120 days 2,667,321 2,487,770
121 - 150 days 2,628,610 -
151 - 180 days 2,639,316 -
181 - 365 days 16,115,901 21,620,555
> 365 days 104,204,948 93,796,726
142,154,856 130,250,452
Less: Allowance for impairment (125,178,716) (110,064,020)
16,976,140 20,186,432
Industrial/ commercial
Current (0 -30 days) 1,462,510 900,290
31 - 60 days 256,184 164,133
61 - 90 days 206,965 115,557
91 - 120 days 181,392 406,721
121 - 150 days 186,777 -
151 - 180 days 199,369 -
181 - 365 days 2,752,169 2,319,647
> 365 days 8,313,539 8,049,968
13,568,905 11,956,316
National and provincial government
Current (0 -30 days) 7,002,960 469,017
31 - 60 days 178,442 88,484
61 - 90 days 142,009 66,442
91 - 120 days 130,577 334,850
121 - 150 days 126,733 -
151 - 180 days 123,402 -
181 - 365 days 195,947,365 2,115,285
> 365 days 3,476,045 3,861,173
207,127,533 6,935,251
Other services
Current (0 -30 days) 144 489 212,857
31 - 60 days 87,692 26,196
61 - 90 days 87,527 23,487
91 - 120 days 85,487 26,918
121 - 150 days 87,709 -
151 - 180 days 118,216 -
181 - 365 days 1,480,880 1,040,972
> 365 days 3,865,604 3,104,356
5,957,604 4,434,486
Less: Allowance for impairment (4,795,166)  (3,613,431)
1,162,438 821,055
Total
Current (0 -30 days) 15,757,591 8,289,628
31 - 60 days 4,516,186 3,254,241
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8. Consumer debtors disclosure (continued)
61 - 80 days
91 - 120 days
121 - 150 days
161 - 180 days
181 - 365 days
> 365 days

3,193,761 2,867,695
3,064,777 3,256,259
3,029,829 -
3,080,303 -
216,296,316 27,096,459
119,860,136 108,812,223

Less: Allowance for impairment

368,798,898 153,576,505
(129,973,882) (113,677,451)

238,825,016 39,899,054

Less: Allowance for impairment

Current (0 -30 days) - {2,160,370)
31 - 60 days - {1.475,660)
61 - 90 days - (1,415,275)
91 - 120 days - (1,343,550)
181 - 365 days - (14,480,888)
> 365 days - (92,801,708)
- (113,677,451)
Tota! debtor past due but not impaired
Current (0 -30 days) - 6,129,258
31 - 80 days - 1,778,581
61 - 90 days - 1,452,420
91 - 120 days - 1,912,709
181 - 365 days - 12,615,571
> 365 days - 16,010,515
- 39,899,054

Reconciliation of allowance for impairment
Balance at beginning of the year
Contributions to allowance

(113,677,461} (108,256,859)
- (5,420,602)

(113,677,461) (113,677,461)

9, VAT receivable

South African Revenue Services

13,675,260 10,737,438

Only once payment is received from debtors or payments made to suppliers the VAT is paid over to or claimed from the

South African Revenue Service (SARS).
VAT s payable/receivable on the cash basis.

10. Heritage assets

2018

2019
Cost/ Accumulated Carrying value Cost/
Valuation impairment Valuation
losses

Accumulated Carrying value
impairment

losses

Other (specify class) 5 - 5
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ETH Intaﬁgii:le assets

2019 ' 2018
Cost!/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valuation amortisation Valuation amortisation
and and
accumuiated accumulated
impairment impairment
Computer software 645,263 (504,959) 140,304 645,263 (388,489) 256,774

Reconciliation of intangible assets - 2019

Opening Additions Amortisation Total
balance
Computer software 256,774 37,452 {153,822) 140,304

Reconciliation of intangible assets - 2018

Opening Additions Amortisation Total
balance
Computer software 376,470 37.452 (157,148) 256,774

Pledged as security

There are no Intangible assets pleged as security for overdraft facilities.
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12. Investment property
2019 2018
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valuation depreciation Valuation depreciation
and and
accumulated accumulated
impairment impairment
Investment praperty 1,540,000 - 1,540,000 1,524,000 - 1,524,000
Reconciliation of investment property - 2019
Opening Fair value Total
balance adjustments
Investment property 1,524,000 16,000 1,540,000
Reconciliation of investment property - 2018
Opening Fair value Totai
balance adjustments
1,470,000 54,000 1,524,000

Investment property

Fair value of investment properties 1,540,000 1,524,000

Pledged as security
There are na Investment properties pleged as security for overdratft facilities.

Details of property

Erf 1654 Kakamas

Title deed number T74252/198

- Purchase price: 1 December 2008 19,830 19,830

- Fair value adjustme 470,170 450,170
480,000 470,000

Erf 666 Keimoes

Title deed number G16/1942

- Fair value adjustment 250,000 254,000

Erf 667 Keimoes

Title deed number G16/1942

- Fair value adjustment 800,000 800,000

A register containing the information required by section 63 of the Municipal Finance Management Act is available for
inspection at the registered office of the municipality.
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13. Property, plant and equipment

2019 2018
Cost/ Accumulated Carrying value Cost! Accumulated Carrying value
Valuation depreciation Vaiuation  depreciation
and and
accumulated accumulated
impairment impairment
Iimmovable assets
Buildings 61,388,481 (15,328,161) 46,060,320 61,310,071 (15,447,450) 45,862,621
Community assets 31,779,113 (10,347,100) 21,432,013 27,346,530 (9,493,621) 17,852,909
Infrastructure assets 788,088,004 (245,258,734) 543,729,360 754,932,135 (224,128,005) 530,804,130
Land 95,348,380 - 05,348,380 95,702,380 - 95,702,380
Landfill sites 31,726,582  (30,921,500) 805,082 31,726,582  (28,790,428) 2,936,154
Work-in-progress 36,667,372 - 36,667,372 45,983,199 - 45,983,199
Movable assets
Computer equipment 2,790,358 (2,104,000) 686,358 2,540,751 (1,838,265) 702,486
Furniture and fixtures 6,511,614 (4,551,477) 1,960,137 6,052,708 (3,873,825) 2,178,883
Motor vehicles 14,611,454 (6,905,346} 7,706,108 14,611,454 {6,230,813) 8,380,641
Office equipment (Leased) 11,408,306 {6,896,870) 4,511,336 11,408,307 {3,897,374) 7,510,933
Plant and machinery 2,051,352 (1,246,960) 804,392 1,601,944 (1,060,150) 541,794
Total 1,083,271,106 (323,560,248) 759,710,858 1,053,216,061 (294,759,931) 758,456,130
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Kai IGarib Local Municipality

{Registration numbar NCD82)
Unaudited Annual Financial Statements for the year ended 30 June 2019

Notes to the Unaudited Annual Financial Statements

Figures in Rand 2019 2018

13. Property, plant and equipment (continued)
Land Straight line Indefinite
Buildings Straight line 10-50 years
Plant and machinery Straight line 2-80 years
Furniture and fixtures Straight line 3-15 years
Motar vehicles Straight line 3-15 years
Office equipment Straight line 2-5 years
Computer equipment Straight line 2-5 years
Infrastructure assets Straight line 5-60 years
Community assets Straight line 5-60 years
Landfill sites Straight line 1-12 years

Assets subject to finance lease (Net carrying amount)

Office equipment (Leased)

4,511,336 7,510,933

A register containing the information required by section 63 of the Municipal Finance Management Act is available for

inspection at the registered office of the municipality.
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14. Consumer deposits

Electricity 1,342,984 1,249,329
Water 523,220 523,220

1,866,204 1,772,549

Guarantees held in lieu of electricity and water deposits
No interest is paid on deposits.
15. Other financial liabilities

At amortised cost
Development Bank of Southern Africa Ltd 1,271,902 1,522,164

Loan number; 100488/1
Product number: 61000080

The loan is secured and is being repaid over a period of 20 years in equal

instaliments of R130,186.67 every 6 months with a fixed interest rate of 12.100%

per annum.

Redemptiion date: 30/06/2023.

Development Bank of Southern Africa Lid 7,400,278 7,400,278

Loan number: 103723/2
Product number: 61001016

The loan is secured and is being repaid monthiy over a period of 7 years in equal
installments of R110,140.87 with a fixed interest rate of 6.750% per annum.

Redemption date: 28/02/2019.
Development Bank of Southem Africa Ltd 12,919 12,919

Loan Number: 103723/3
Product number: 61001017

The loan is secured and is being repaid monthly over a period of 5 years in equal
installments of R32,506.21 with a fixed interest rate of 6.750% per annum.

Redemption date:; 31/08/2015.
Development Bank of Southern Africa Lid 855,615 855,615

Loan number: 13702/101
Product number: 61003256

The loan is secured and is being repaid over a period of 20 years in equal capital
installments of R39,349.17 every 6 months with a semi-floating interest rate of
9.800% per annum.

Redemption date: 30/06/2021.

9,540,714 9,790,976
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15. Other financial liabilities {continued)
Total other financial liabilities 9,540,714 9,790,976
Non-current liabilities
At amortised cost 963,702 963,702
Current liabilities
At amortised cost 8,577,012 8,827,274

16. Payables from exchange transactions
Accrual for employee bonusses 3,016,170 3,016,170
Accrual for employee leave pay 6,451,296 6,451,296
Capital projects retention fees 092 368 1,039,355
Consumer debtors with credit balances 9,386,539 10,550,002
Department of Transpor, Safety and Liaison 37434,713 37,596,663
Deposits received 307,133 290,783
Payroll creditors 42,688,599 41,659,720
Trade payables 264,527,171 185,840,816
Unallocated deposits and receipts 198,181,701 (1,055,059)

562,985,680 285,389,746
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17. Provisions
Reconciliation of provisions - 2019
Opening Change in Total
Balance discount
factor
Landfill sites rehabilitation 67,632,887 21,170,551 88,803,438
Long service awards 2,085,417 - 2,085417
69,718,304 21,170,551 90,888,855
Reconciliation of provisions - 2018
Opening Additions Utilised Change in Total
Balance during the discount
year factor
Landfill sites rehabilitation 56,661,331 - - 10,971,566 67,632,887
l.ong service awards 1,831,141 154,276 - - 2085417
Performance bonuses 171,629 - (171,629) - -
58,764,101 154,276 (171,628) 10,971,556 69,718,304
Non-current liabilities 88,957,714 62,711,600
Current liabilities 1,931,141 7.006,704
90,888,855 69,718,304

Environmental rehabilitation provision

ESS has developed a General Landfill Closure Costing Model (GLCCM) to estimate the final rehabilitation and closure
costs for general landfills. The GLCCM is being updated in cooperation with Jones and Wagener Consulting Civil
Engineers (Pty) Lid, a company that is actively involved in rehabilitation and closure of landfill sites. The GLCCM
standardises the determination of landfill closure costs between different landfills and for the same landfill over time. The
GLCCM is based on the Minimum Requirements for Waste Disposal by Landiill of the Depariment of Water Affairs (1998),
as amended by more recent regulations. The GLCCM provides a reliable best possible estimate of closure costs in terms

of paragraph .49 of GRAP 19 or paragraph 36 of IAS 37.

The liability calculated using the GLCCM includes costs associated with:
. Pre-closure planning and approvals (four cost elements)

. Final rehabilitation and closure (seven cost elements)

+ 30 years post-closure monitoring (seven costs elements)

Adjustment of unit costs:

Unit costs for each of the cost elements are obtained annually by means of a commercial quotation. Details of this are

provided separately.

CPI:

The CPI is used for determining the future value of current costs in the year when the cost is projected to be incurred. The
CPI figure used in the GLCCM is based on the three-menth average CPI for the quarter that inciudes the financial year-

end date. The average of the CPI for the last quarter amounted to 4.1947%.
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17. Provisions {continued)

Discount rate:

GRAF 19 states that where the effect of the time value of money is material, the amount of the provision shall be the
present value of the expenditures expected 1o be required to settle the obligation. In view of the long operational life of
landfills, the time value of money is considered material. GRAP 19 prescribes that the discount rate shall be the pre-tax
rate that reflecls current market assessments of the time value of money, and the risks specific to the liability. Normally
corporate bond rales are used to delerming the discount rate. In line with GRAP 25 Defined beneiit plans, government
bond rates may also be used to determine the discount rate. The liability for this purpose is in most cases determined for
a government entity (municipality). Therefore, government bond rates are considered a more appropriate indicator of the
risk associated with the entity than corporate bond rates to delermine the discount rate. The government bond rate most
consistent with the estimated term of the liability should be used. As inflation-linked RSA retail bond rates have longer
terms than fixed RSA retail bond rates, inflation-linked rates are used.

The rate most consistent with the remaining life of the landfills published at the end of the quarter that includes the
financial year-end date was used

*  For landfills with an expected remaining life of three years or less, the rate associated with a maximum period of 3

years is used.
. For landfills with an expected remaining life of four of five years, the rate associated with a maximum period of 5

years is used,
. For landfills with an expected remaining life of mare than five years, the rate associated with a maximum period of

10 years is used.

Key financial assumptions used:

For Marchand For Kakamas,

and Keimoes,
Lennertsville Kenhardt and
landfills Currieskamp
landfills
CPI . 4.1947 % 4.1947 %
Discount rate 7.6947 % 8.1947 %
Net effective discount rate 35% 4.0 %

Long Service Award Provision

The municipality operates an unfunded defined benefit plan for all its employees, Under the plan, a long service award is
payable after 10 years of continuous service and every 5 years thereafter, until 45 years of service (inclusive), to
employees. Furthermore a retirement gift is payable on retirement to employees with 10 years or more service. The
provision is an estimate of the long-service based on historical staff iumover. No other long-service benefits are provided

te employees.
Performance bonus

The municipality's Council took a resolution within the previous financial year to award the directors of the municipality
with performance bonusses.

The provided performance bonusses are not been paid to the directors of the municipality yet, and no new resolutions to
award the directors with performance bonusses for the year under review has been taken, nor to reverse the previous

year's provision,
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18, Uns;)ent-co_r:l_ditia_ﬁgl _g;ants and receip}.s
Unspent conditional grants and receipts comprises of:

Unspent conditional grants and receipts

Expanded Public Warks Programme (EPWP) 68,292 68,292
Integrated National Electrification Programme (INEP) 885,544 885,544
Municipal Infrastructure Grant (MIG) 1,096,222 1,086,222
Water Service Infrastructure Grant (WSIG) 5,581,793 5,591,793

7,641,851 7,641,851

The nature and extent of government grants recognised in the unaudited annual financial statements and an indication of
other forms of government assistance from which the municipality has directly benefited; and

Unfuifiled conditions and other contingencies attaching to government assistance that has been recognised.
See note for reconciliation of grants from National/Provincial Govermment.
These amounts are invested in a ring-fenced investment until utilised.

18. Agency services

Depariment of transport, safety and liason - 207,123

20. Investment revenue

Interest revenue
Cash and cash equivalents 252,135 205,296
Interest charged on trade and other receivables 18,788,340 11,807,630

19,040,475 12,012,926

21. Rental of facilities and equipment

Land, facilities and equipment owned by the municipality

Land and buildings 78,308 123,413
Community and library halls 54,891 66,794
Facilities and equipment 205,704 144,128

338,903 334,335

22. Service charges

Sale of elecfricity 69,425,239 66,307,265
Sale of water 17,891,992 15,440,109
Sewerage and sanitation charges 11,320,342 6,915,893
Refuse removal 8,284,870 5,044,317

106,922,443 93,707,584
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23. Otherincome

Administration income 290 22,640
Buildingplan fees 45,318 51,703
Call out fees 4,435 1,111
Cemetery fees 38,076 32,716
Clearance certificates 103,798 72,526
Commission: Policies and other 270,889 227,894
Connection fees 105,843 155,672
Firesafely certificates and inspections 1,200 -
Photocopies 1,669 1,737
Posters and banners 2,974 4,213
Re-connection fees 15,948 23,5656
Resort entrance fees 67,791 66,779
Rezoning applications 62,083 380
Sewer blockages - 20,821
Sub-divisions - 40,450
Tender fees 26,191 6,930
Testing of installations - Meters - 456
Traffic documents and registrations - 705,242
Traffic escorts 320 993
Valuation certificales 8,700 5,697
Sundry income 16,304 1,369

771,927 1,442,894
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24,

25.

Property rates

Rates received

All properties within the municipality's jurisdiction 21,056,616 20,659,175
Less: Rebates (3.496,586)  (3,209,917)

17,560,030 17,449,258

Valuations

Residential 943,383,000 997,374,000
Commercial 129,134,200 85,124,200
State 163,928,000 239,858,000
Municipal 7,433,000 7.433,000
Small holdings and farms 5,302,184,655 5,218,713,655
Exempted valuations 496,022,000 197,742,000

6,742,084,855 6,746,244,855

Valuations on properties within the municipal jurisdiction are performed every 5 years. The last general valuation roll
came into effect on 1 July 2014. Interim valuations are not being performed, as prescribed by legislation, on an annual
basis due to the low level of new developments within the municipal jurisdiction. The low level of new developments
deemed the interim valuation process not be cost effective. Interim valuations, if performed, will consider the changes in
individual property values due to alterations and subdivisions.

The detailed schedule of applicable tariffs and rebates are advertised annually and is available from the municipality on
request.

Rates are levied on an annual basis with the final date for payment for annual rate payers to be 30 September and 30
June for monthly rate payers. Interest at the maximum bank percentage charged per annum plus 1%, is levied on
consumer's property rates outstanding amount, one month afler the due date.

The municipality was granted extension by MEC for Corporative Governance, Human Settlements and Traditional Affairs
to implement a new general valuation roll until 30 June 2021. The new general valuation will be implemented on 1 July
2021.

Fines and Penalties

Overdue Books Fines 2,183 1,012
Municipal Traffic Fines 63,940 54,730
Disconnection Fees Penalties 25,091 10,674
General fines 186 -

91,400 66,316
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26. Government grants and subsidies =
Operating grants
Equitable share 72,186,000 63,164,000
Local Government Finance Management Grant (FMG) 2,415,000 2,345,000
Department of Sports, Arts and Culiure - Library 400,000 989,000
Expanded Public Works Programme (EPWP) 1,547,000 931,708
76,548,000 67,429,708
Capital grants
Municipal Infrastructure Grant (MIG) 16,822,000 21,647,778
Integrated National Electrification Programme (INEP) - 2,114,456
Water Service Infrastructure Grant (WSIG) 5,000,000 4,408,207
21,822,000 28,170,441
98,370,000 95,600,149
27. Public contributions and donations
Materials and supplies - 4,375
National Treasury - 5,673,932
Property, plant and equipment 12,688,053 -
Social events - 10,000
12,688,053 5,688,307
28. Revenue
Service charges 106,922,443 93,707,584
Rental of facilities and equipment 338,903 334,335
Agency services - 207,123
Other income 771,927 1,442,894
Interest received - investment 19,040,475 12,012,926
Property rates 17,560,030 17,449,258
Government granis & subsidies 98,370,000 95,600,149
Public contributions and donations 12,688,053 5,688,307
Fines, Penalties and Forfeits 91,400 66,316
255,783,231 226,508,892
The amount included in revenue arising from exchanges of goods or
services are as follows:
Service charges 106,922 443 93,707,584
Rental of facilities and equipment 338,903 334,335
Agency services - 207,123
Other income - (rollup) 771,927 1,442,894
Interest received - investment 19,040,475 12,012,926
127,073,748 107,704,862
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28. Revenue {continued)
The amount included in revenue arising from non-exchange transactions is
as follows:
Taxation revenue
Property rates 17,560,030 17,449,258
Transfer revenue
Government grants & subsidies 98,370,000 95,600,149
Public contributions and donations 12,688,053 5,688,307
Fines, Penalties and Forfeils 91,400 66,316
128,709,483 118,804,030
29. Bulk purchases
Eleclricity - Eskom 56,077,693 51,172,805
Water 3,061,599 3,135,028
59,139,282 54,307,833

Bulk purchases are the cost of commodities not generated by the municipality, but which the municipality distributes to

consumers.

The municipality purchases electricity in bulk from Eskom and water from Kakamas Waterverbruikers Vereniging and

then redistributes it to consumers.
30. Contracted services

Presented previously

information Technology Services 7,681,871 6,893,082
Fleet Services 6,736,135 7,860,742
Operating Leases 138,723 688,422
Specialist Services 867,410 581,183
Other Contractors - 777,597
31. Debtimpairment

Consumer debtors 15,535,741 5,420,603
Long-term debtors 4,374,456 1,568,356

19,910,197 6,988,959

IAS 39 slates that an impairment of a financial asset is calculated as being the difference between the expected future
cash fiows and their present (discounted) value. This means another discounting calculation, distinct from any discounting
calculations that may have been required to determine fair value at initial recognition.

An impairment calculation is forward-tooking and the municipality therefore used the number of days that the particular
consumer debtor is still expected o be outstanding based on the best information available at year-end.

32. Depreciation and amortisation

Property, plant and equipment 32,050,248 32,747,588
Intangible assets 116,470 157,150

32,166,718 32,904,738
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33. Employee related costs
Acting allowances 1,580,637 1,509,361
Basic salaries and wages 74,888,832 70,089,907
Bonusses 6,130,845 5,709,189
Cellphone allowances 239,544 222,710
Group insurance 2,203 5,974
Housing benefits and allowances 800,340 550,086
Industrial council contributions 43,570 39,644
Leave pay provision charge 428,087 1,548,940
Long-service awards - 161,968
Medical aid contributions 3,177,885 2,441,172
Nightshift allowances 446,267 329,086
Overtime payments 4,248,971 4,783,938
Pension fund contributions 12,177,190 10,828,096
Performance bonuses - 124,778
Shift allowances 290,185 268,382
Skills development levy (SDL) 952,843 894,781
Standby allowances 2,509,259 2,336,031
Travel allowances 2,793,165 2,697,045
Unemployment insurance fund contributions (UIF) 706,304 692,661
Ward committee members allowances 554,000 498,000
111,970,127 105,731,759
Remuneration of Municipal Manager
Annual remuneration 484,716 442,392
Acting allowance 194,408 249 468
Annual bonus 40,393 36,866
Travel allowance 99,052 99,052
Telephone allowance 11,400 11,400
Medical aid contributions 43,610 40,644
Pensionfund contributions 86,614 79,631
UIF contributions 1,785 1,785
Bargaining council contributions 105 97
962,083 961,335
Mr. |.G.A. de Waal was appointed as acting Municipal Manager on 1 February 2018.
Remuneration of Chief Finance Officer
Annual remuneration 451,428 412,020
Acting allowance 224110 379,701
Annual bonus 37,619 34,335
Travel allowance 101,688 101,688
Telephone allowance 11,400 11,400
Medical aid contributions 49,062 33,902
Pensionfund contributions 80,666 74,164
UIF Contributions 1,785 1,785
Bargaining council contributions 105 97
957,863 1,049,092

Mrs. A.F. Beukes was as appointed acting Chief Financial Officer (CFO) on 1 February 2019.
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33, Employee related costs (continued)
Remuneration of Director: Corporate Services
Annual remuneration 815,439 760,704
Acting allowance 3,647 -
Performance bonus 66,132 62,389
Travel allowance 269,841 253,572
Telephone allowance 17,100 17,100
UIF contributions 1,785 1,785
1,173,944 1,085,550
Adv. R.S. Neethling was permanently appointed as the Director: Corporate Services on 1 December 2013.
Remuneration of Director: Properties, Planning and Development
Annual remuneration 1,085,280 1,014,276
Acting allowance 16,278 -
Performance bonus 66,132 623,689
Telephene allowance 17,100 17,100
UIF contributions 1,785 1,785
1,186,575 1,656,850
Mr. J. MacKay was permanently appointed as Director: Development and Planning on 1 December 2013.
Remuneraticn of Director: Technical and Enginering Services
Annual remuneration 90,440 -
Telephone allowance 1,425 -
UIF contributions 149 -
92,014 -
Mr. M. Links was appointed as acting Director: Technical and Enginering Services on 1 June 2019.
34. Finance costs
Environmental rehabilitation 21,170,551 10,971,557
Finance leases - 910,163
Non-current borrowings 353,686 834,744
Trade and other payables 25,409,517 19,979,782
46,933,754 32,696,246
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35, General expenses
Advertising 229,927 190,425
Auditors remuneration 2,901,748 3,805,582
Bank charges 813,281 745,884
Billing charges 907,503 -
Commission: Sale of pre-paid electricity 209,242 90,551
Cammunity development and training 1,788,964 1,102,860
Computer expenses 64,859 87,000
Consulting and professional fees 1,951,921 824,127
Conferences and seminars 12,000 -
Consumables and materials 1,386,059 4,801,851
Donations 46,717 233,456
Entertainment 219,184 122,867
Land surveyor costs 254,176 -
Lease rentals on operating leases 122,910 2,368
Licence fees 2,028 -
Motor vehicle expenses 4,734,238 4,604,681
Postage and courier 31,680 58,313
Printing and stationery 348,674 611,440
Protective clothing 646,530 356,457
Refuse removal 428,064 102,143
Small tools and equipment - 2,630
Spatial development 352,251 134,611
Subscriptions and membership fees 18,045 33,702
Town planning fees 4 800 110,252
Training fees 243,983 166,826
Travel and subsistence 6,004,139 4,348,655
Valuation roll expenses 127,695 169,414
Water purification chemicals 2,622,085 1,970,089
Repairs and maintenance 8,252,392 3,980,987

34,725,075 28,647,181 .

36. Grants and subsidies paid
Other subsidies
CoGSTHA RDP Houses - 113,168
Indigent Support 14,539,243 -
Special Projects 561,659 42,038

15,100,902 155,206

37. Impairment of assets
Impairments
Property, plant and equipment (745,091) 3,586,580

Due to extreme vandilism of the buildings the condition rating of the buildings
decreased above expectations. Because of the extreme differences in the
buildings original carying value and the fair value valuation done by an
independant valuer (DDP Valuers), management decided to impair the buildings
to disclose the buildings at a more realistic fair vafue,
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38. Remuneration of councillors
Mayar 868,549 808,603
Speaker 703,000 653,217
Executive committee members 783,787 710,470
Councillors 4,829,421 4.413,650
7,184,757 6,585,940

39.

40.

41,

In-kind benefits

The Mayor, Speaker and Councillors are full-time Councillors of the municipality.

The Mayor is provided with secretarial suppori at the cost of the Council, and the Mayor has use of a Council provided

vehicle for official duties.

The Councillors remuneration is in line with the upper limits as per the latest Government Gazette.

Fair value adjustments

Investment properly (Fair value model) 16,000 19,000
Cash generated from operations
Deficit (88,222,603) (67,267,087)
Adjustments for:
Depreciation and amortisation 32,166,718 32,904,738
Gain on sale of assefs and liabilities 2,211,964 5,389,511
Fair value adjustmenis {16,000) {19,000)
Finance costs - Finance leases - 910,163
impairment (745,091) 3,586,580
Debt impairment 19,910,197 6,988,959 -
Movements in provisions 21,170,551 10,954,203
Changes in working capitat:
Inventories {123,472) 4,194,229
Receivables from exchange transactions (194,815,008)  (2,005,774)
Consumer debtors (19,910,197)  (6,988,959)
Other receivables from non-exchange transactions (3,828,958) 1,584,435
Payables from exchange transactions 277,595,952 46,236,965
VAT (2,837,822) (3,937,139)
Unspent conditional grants and receipts - 7,641,851
Consumer deposits 83,655 37,642
42,649,886 40,211,317

Related parties

Relationships

Accounting Officer

Suppliers in service of the state
Members of key management

Refer to accounting officer's report note
NB Mechanical sales/Wife

Mr. 1.G.A. de Waal

Mrs. AF. Beukes

Adv. R.S. Neethling

Mr. J. Mac Kay

Mr. M.C. Links

85



Kai !Garib Local Municipality

(Registration number NC082)
Unaudited Annual Financial Statements for the year ended 30 June 2019

Notes to the Unaudited Annual Financial Statements

Figures in Rand 2019

2018

42,

43.

45,

46.

47.

Going concern

The unaudited 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 seftlement of liabilities, contingent obligations and commitments wili 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 accounting officer continue to procure funding for the ongoing operations for the
municipality and that the municipality is very reliant on grants from National Treasury. Funding will be received from
National Treasury as long as the municipality comply with all legislation requirements. The collection of outstanding

consumer debtor accounts are also a priority for the municipality for the financial year.

Events after the reporting date

The municipality is unaware of any events after the reporting date which required disclosure.

Unauthorised expenditure

Opening balance as previously reported - 395,848,919
Opening balance as restated - 395,848,919
Add: Unauthorised expenditure - 76,531,631
Closing baiance - 472,380,550
Fruitless and wasteful expenditure

Opening balance as previously reported 62,269,042 42,289,260
Opening balance as restated 62,269,042 42,289,260
Add: Fruittess and wasteful expenditure 25,410,003 19,979,782
Closing balance 87,679,045 62,269,042

Due to the high outstanding ammount of the municipality's creditors, suppliers is charging the municipality interest on the

outstandiings ammounts due to them.

Irregular expenditure

Opening balance as previously reported 69,370,029 61,604,987
Opening balance as restated 69,370,029 61,604,987
Add: Irregular Expenditure 713,237 7,765,042
Closing balance 70,083,266 69,370,029
Additional disclosure in terms of Municipal Finance Management Act
Audit fees
Opening balance 8,126,512 11,113,850
Current year subscription / fee 2,710,153 2,900,716
Value Added Tax (VAT) 406,523 406,310
Interest charged 1,034,977 1,082,539
Amount paid - current year (250,000) (1,712,971)
Payments made on behalf of the municipality by National Treasury - (5,673,932)
12,028,165 8,126,512
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47. Additional disclosure In terms of Municipal Finance Management Act {continued)

Pension Fund Deductions

Opening balance 3,779,797 707,537
Current year subscription / fee 6,423,029 5,722,239
Amount paid - current year (5,336,682)  {3,374,541)
Amount paid - previous years (2,356,961) 724,562

2,509,183 3,779,797

Medical Aid Deductions

Opening balance 126,421 118,801

Current year subscription / fee 1,912,273 1,591,332

Amount paid - current year {1,741,921)  {1,447,098)

Amount paid - previous years (144,234) (136,614)
152,539 126,421

VAT

VAT receivable 13,575,260 10,737,438

VAT output payables and VAT input receivables are shown in note .
All VAT returns have been submitted by the due date throughout the year.
Councillors' arrear consumer accounts

None of the municipality's Councillors had arrear accounts outstanding for more than 90 days at 30 June 2018:

30 June 2018 Outstanding Outstanding Total
less than 80 more than 90
days days
Clir. N.J. Snyers 1,248 1,642 2,890
Clir. C.F.P. Bezuidenhoudt 59,699 61,716 121,415
60,947 63,358 124,305

During the year none of the municipality's Councillors had arrear accounts outstanding for more than 90 days.

30 June 2018 Highest Aging
outstanding (in days)
amount
Clir. N.J. Snyers 1,642 150
Clir. C.F.P. Bezuidenhoudt 61,716 360
63,358
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8 105 | Other financial Misstatements Financial and
assets: possible in financial performance
misstatement on statements management
long term debtors

9 106 | Receivables and Misstatements Financial and
payables -Debtars | in financial performance
with credit balance | statements management

10 58 | Overstatementof | Misstatements Financial and
grant expenses/ in financial performance
revenue - indigent | statements management
support

11 | 102 | Revenue- Misstatements Financial and
Municipal in financial performance
Accounts included | statements management
in revenue and
receivables and
expenditure

12 | |6 Use of consultants | Non-compliance | Financial and

- Non-compliance | with legislation | performance
_ management

13 14 | Conditional Grants | Internal control | Leadership &
- Internal Control deficiency Financial and
deficiencies performance

management

14 19 | AoPO:{KPAl and Misstatements Financial and
KPA 2) ALL in annual performance
indicators and performance management
targets are not
measurable

15 48 | Asset Useful lives - | internal control | Leadership

internal control
deficiency

deficiency
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25 22 | Contract register Internal control | Financial and
incomplete deficiency performance
management
26 25 | Limitation of scope | Misstatements Financial and
- Cut-off letter No | in financial performance
1 statements management
27 46 | Unauthorised Internal control | Financial and
expenditure - No deficiency performance
register in place management
28 91 | Prioryear Misstatements | Leadership
misstatements - in financial
Pavyables and statements
. expenditure
29 | 109 | UIF - No section Non-compliance | Financial and
32(4) reports with legislation | performance
management
30 78 | PPE - Prior Period | Misstatements | Financial and
error adjustment in financial performance
statements management
31 86 | Investments- Misstatements Financial and
Accrual for interest | in financial performance
receivable at year | statements management
end not accounted
for
32 29 | Expenditure - Misstatements Financial and
Incorrect in financial performance
classification of statements management
grants expenses
33 42 | Bad debts written | Misstatements Financial and
off not disclosed in | in financial performance
the AFS statements management
34 47 | S&T: No pre- Internal control | Leadership
approval deficiency
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43 54 | Unallocated Misstatements Financial and
deposits and in financial performance
receipts (Opening | statements management
bal.) - Limitation of
scope: Cut-off
letter No. 2

44 | 103 | Related parties: Misstatements Financial and
Differences noted | in financial perfarmance
in the opening statements management
balances

45 95 | AGSA Audit fees Misstatements Financial and
opening balance in financial performance
overstated statements management

46 | 107 | Trade payables: Misstatements | Financial and
Limitation of scope | in financial performance

statements management

47 3 Quarterly reports | Misstatements | Leadership
are not in place in annual

performance

43 15 | AoPO: SDBIP not Misstatements Financial and
aligned with the in annual performance
IDP performance management

49 31 | AoPO: No listings/ | Misstatements Financial and
summaries/ in annual performance
reports prepared performance management

50 36 | AoPO:{KPAland | Misstatements Financial and
KPA 2) ALL in annual performance
Indicators and performance management

related targets not
properly presented
and disclosed in
the APR
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59 | 123 | Consumer debtors | Internal control | Financial and m
- Internal control deficiency performance _ !
deficiency - Service | management _ _
discontinuance !

60 | 124 | Receivables - Internal control | Financial and

_ Internal control deficiency | performance
| deficiency | management |

61 | 125 | Receivables - Internal control | Financial and _ _
Internal control deficiency _ performance _ |
deficiency | management _

62 2 Debt write off Internal control | Leadership _ _
policy-Control deficiency “ M
deficiencies ” !

63 82 | Credit and debt Internal control | Leadership “ l
management deficiency _
policy does not !
indicate what is “ |
considered a long m _
outstanding debt

64 89 | Consumer deposits | Misstatements | Financial and
understated in financial performance

statements management .
b5 | 108 | Conditional grants | Misstatements | Financial and _
- Limitation of in financial performance
scope statements management _







