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TOKOLOGO MUNICIPALITY
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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 adeguate
accounting records and is responsible for the content and integrity of the annual financial statements and related financial
information included in this report. It is the responsibility of the accounting officer to ensure that the annual financial
statermnents fairly present the state of affairs of the municipality as at the end of the financia! year and the results of its
operations and cash flows for the peérod then ended. The external auditors are responsible for reporting on the fair
presentation of the annual financial statements.

The annual financial statements have been prehared in accordance with the Standards of Generally Recognised
Accourting Practices (GRAP) and the Standards of Generally Accepted Municipal Accounting Practices (GAMAR)
prescribed by the Minlster of Finance in terms of General Notice 991 and 992 of 2005,

Aceounting policies for material transactions, events or conditions not coverad by the above GRAF and GAMAP Standards
have been developed in accordance with paragraphs 7, 11 and 12 of GRAF 3. These accounting policies and the
applicable disclosures have been based on the South African Statements of Generally Accepted Accounting Practices (SA
GAAP) including any interpretations of such Statements izsued by the Accounting Practices Board.,

The annual financial statements are based upon appropriate accounting policles that are supporied by reasonable and
prudant judgemeants and estimates.

The accounting officer acknowledges that he is ultimately responsible for the systemn of internal financial control established
by the municipality and places 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 loss in a cost effective manner. The standards include the proper delegation of responsibilities within &
clearly defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable
level of risk. These controls are monitored throughout the municipality and all employees are raquired to maintain the
highest ethical standards in ensuring the municipality’s business is conducted in & manner that in all reascnable
circumstances is above reproach. The focus of risk management in the municipality is on idenfifying, assessing, managing
and monitoring all known forms of risk across the municipality,. While operating risk cannot be fully eliminated, the
munigipality endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and ethical behaviour
are applied and managed within predetermined procedures and congtraints,

The accounting officer is of the opinion, based on the information and explanations given by management, that the systam
of internal contral provides reasonable assurance that the financial records may be relied upon for the preparation of the
annual financial statements. However, any system of internal financial contrel can provide only reasonable, and net
absolute, assurance against material misstaternent or loss.

The accounting officer has reviewad the municipality's cash flow forecast for the year to June 30, 2012 and, in the light of
this review and the current financial position, he is satisfied that the municipality has or has access to adequate resources
ta continue in operational existence for the foreseeable future. .

The municipality is largely dependent on Government Grants for continued funding of operations. The annual financial
statements are prepared on the basis that the municipality is a going concern and that there is no intention to liquidate or
curtail materially the scale of the municipality.

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

The annual financial staternents set out on pages 5 to 33, which have been prepared on the going concern basis, were
approved by the accounting officer on September 25, 2011 and were signed by:

Fl/lj ﬁ'" X

L M A Mofkeng-{Municipat-Manager) M Maslsi {Chigf fanclal Officer)

4 - Sunday, September 25, 2011 - 9:44 PM
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TOKOLOGO MUNICIPALITY

Annual Financial Statements for the year anded June 30, 2011

Statement of Financial Paosition
Figures in Rand Note(s) 2011 2010

Assets

Current Assets

Inventoriags [ 1,339,442 1,339,442
Other receivables from exchange transactions 7 509,564 323,072
VAT receivable 8 3,108,223 2,406,913
Frepayments 2,481 -
Trade receivables from exchange transactions a 12,811,473 31,382,623
Cash and cash equivalents 10 6,667,278 34,064,042
24,445,471 69,516,992
Non-Current Azsets
Biological assets 2 1,311,320 1,568,760
Invesiment proparty 3 114,298 114,999
Froperty, plant and equipment 4 208,125,481 168,241,547
Investmeants 5 269,493 278,994
209,821,293 170,204,300
Total Azzatz 234, 266,764 239,721,262
Llabilities
Current Liabilities
Current portlon of finence leaze obligation 1 126,898 172,065
Trade and other payables from exchange transactions 14 6,632,430 14,087,970
Consumer deposits 15 320,397 303,084
Curmrent unspent conditlonal grants and receipts 12 - 23,292,894
Provigions 13 2138126 1,773,086
Bank averdraft 10 4 484 472 1,038,941
13,702,323 41,566,040
Non-Current Liabilitles
MNan currant portion of finance lease obligation 11 181,275 308,174
Provisions 13 14,120,199 1,746,866
14,301,475 2,055,040
Total Liabllitles 28,003,798 43,621,080
Nat Assets 206,262,966 196,100,212
Net Azzsets
Accumulated surplus 206,262,966 196,100,212

5 - Monday, September 26, 2011 - 10:43 AM
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Statement of Financial Performance
Figures in Rand Nota(s) 2011 2010
Revanus
Sale of game 228,705 239,941
Property rates 16 1,701,085 2,735,523
Service charges 17 14,358,613 11,569,521
Rental of facilities and aquipment 214,817 77,774
Government grants & subsidies 18 84,995,796 67,653,815
Fines 115,598 87,531
Other income 168,669 341,180
Interest earned 23 1,674,125 3,011,434
Dividands received 23 2117 -
Total Revenue 103,459,225 85,806,71%
Expanditura
Employee relatad costs 20 (20,123,807) (17,302,058)
Remuneration of counciliors 21 (1.,497,149) {1,625,893)
Depreciation and amortization 24 {1,382 361) (849,040)
Finance costs 26 (94,324) (81,5386)
Debt impairmant 22 {24,844,541) {1,625,704)
Repalrs and maintenance (4,990,982) (3.259,691)
Bulk purchases 29 (10,848,627) (9,596,275)
Contracted services 27 {8.472,885) (3,908,898)
Grants and subsidies paid 28 (1,345,669) (116,281)
General Expanses 18 (19,658,808) (6,481,703)
Total Expanditure {83,064,243) (44,857,989)
Gain or loss on dispozal of assels and liabilities 505 -
Fair value adjustrmants (103,418) -
Gains or losses on biological assetzs and agricultural produce (128.413) 41,800
Surplus for the year 10,162,755 40,990,530

& - Monday, September 26, 2011 - 10:43 AM
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TOKOLOGO MUNICIPALITY

Annual Financial Statarments for the year anded June 30, 2011

Statement of Changes in Net Assets

Accumulated Total net
Figures in Rand surplus azsets
Opening balance as previously reported 154,612,911 154,612,911
Adjustments
Corection of pricr pariod emor 496,771 496,771
Balance at July 01, 2009 as restated 155,109,682 156,109,682
Changes In net assets
Surplus for the period 40,990,530 40,990,530
Total changes 40,990,530 40,990,530
Opening bakance as praviously reported 186,655,158 186,655,158
Adjustments
Comectlon of prior period errar ©,445,052 9,445,052
Ealance at July 01, 2010 as restated 196,100,211 196,100,211
Changas in net assets
Suyrplus for the period 10,162,755 10,162,755
Total changes 10,162,755 10,162,755
Balance at June 30, 2011 206,262,966 206,262,966
Note (32)

7 - Monday, Septamber 26, 2011 - 10:43 AM
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TOKOLOGO MUNICIPALITY

Annual Financial Statemants for the year anded June 30, 2011

Cash Flow Statement

Figuras in Rand Note(z) 201 2010
Cazh flows from operating activities
Receipts
Sala of goods and sarvices 8,833,595 9,608,196
Interast incoma 1,674,128 2,011,171
Dividends receivad 2117 -
10,509,837 12,619,367
Payments
Finance costs (11477} (812}
Net cash flows from operating activities 30 10,498,360 12,618,558
Cash flows from investing activities
Purchase of property, plant and equipment 4 {41,120,023) (27,800,179)
Purchase of other intangible assats (146,271) -
Proceeds from sale of financial assels 5,624 (38,195}
Inerzasze in Blological assets 2 (351,340) (208,140)
Proceeds from sale of biological assets 2 498,367 260,140
Net cazh fiows from investing activities (41,083,643) (27,795,374)
Cash flows from financing activities
Finance leasa paymants (259,912) (285,751)
Nat increaszef(decrease) in cash and cash aquivalants (30,845,195) {15,462,570)
Cash and cash equivalents at the beginning of the year 33,028,001 48,490,571
Cash and cash equivalents at tha end of the year 10 2,182,806 33,028,001

8 - Monday, September 26, 2011 - 10:43 AM
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TOKOLOGO MUNICIPALITY

Annual Financial Staterents for the year anded Juna 30, 2011

Accounting Policies

1. Presentation of Annual Financial Statementis

The annual financial statements have been prepared on an accrual basie of accounting and are in accordance with the
historical cost convention unless specified otherwise. These annual financial statements have been prapared in accordance
with Generally Recognised Accounting Practices (GRAP) izsued, by tha Accounting Standards Board in accordance with
Section 122 (3) of the Municipal Findnce Management Act, (Act No. 56 of 2003).

The following GRAP standards have been iseued but are not yet effective and have not been early adopted by the
municipality:

Standard of GRAP

GRAF 21 Impairment of non-cash genarating assets

(GRAP 23 Revenue from non-exchange transactions (Taxes and
Transfars)

GRAP 24 Prezentation of budget information In financlal stataments

GRAF 25 Employee Denafits

GRAP 26 irmpairment of cash-generating agsats

GRAP 103 Heritage Assets

GRAP 104 Finangia! Instruments

A summary of the significant accounting policies are disclosed below.
Thasa accounting policies are consistent with the previous periad.
1.1 Slgnificant judgements and sources of estimation uncertainty

In praparing the annual financlal staternents, managemant is required to make astimates and assumptions that affect the
amounts represented in the anmual financlal statements and related disclosures, Use of availabla information and the

application of judgemant iz inherent in the formation of estmates. Actual results in the futura could differ from these

astimates which may be material to the annual financial stataments, Significant juggaments include:

Provisions

Provisiohs wera raized and management determined estimates based on Information availabis. Additional disclosure of
thess astimates of provisions are included in Nota 14 - Current Provigions,

Allowance for doubtiul debts

An impairment logs on debtors is recognised in surplus and deflcit whan there is cbjective evidence that there is an
impairment. An estimate is made for dowbtful debtors based on & review of all outstanding amounts at year-end. Bad
debts are writtan off with the approval of Council during the year in which they are identified. Additionai disclosura of these
_astimates are included in note 10. ‘

1.2 Biclogleal assets
Biological assats are measured at thair fair value less estimated point-of-sale costs.
The fair value of gama is determined based on market prices of game of similar age, bread, and genetic merit,

A gain or loss arising on initial recognition of hlological assets af fair valug less astimated point-of-sale costs is Included in
surplus or deficit for the period in which it arisas,

1.3 Investment property

Investroent proparty is property (land or a building - or part of & building - or both) held to earn rentals or for capital
appraciation or both, rather than for:

= usein the procuction ar supply of goods or servicas or for

»  administrative purposes, or

= gale in the ordinary course of operations.

Owner-occupied property is property held for uze in the production or supply of goods or services or for administrative
puUrposes.

9 - Monday, September 26, 2011 - 10:43 AM
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TOKOLOGO MUNICIPALITY

Annual Financlal Statements for the year ended June 30, 2011

Accounting Policies

1.3 Invaestment proparty (continued)

Investment property IS recognised as an asset when, and only when, it i& probable that tha future economic benefits that
are associated with the investrant property will low 1o the enterprise, and the cost of the investmant property ¢an be
measured rallably.

Transitional provigion

The municipality accounted for investment property applying the transitional provision in both 2010 and 2011. This is in
accordanca with its transltional provision as per Directiva 4 of the GRAP Reporting Framework,

According to the transitional provision, the municipality ls not requirad to measura Investment property for reporting periods
beginning on or after a date within three years following the date of initial adeption of the Standard of GRAF on Investment
property. Investmant property has accordingly been recognisad at provisional amounts, as dizclosed In Note 5. Tha transitional
provision expires on 3¢ June 2012,

Until such time that tha transitioral provisions on maasurement of investment property expiras, entities naed not comply with
the standard of GRAP on:
- Prazentation of Financial Stataments (GRAP 1),
The Effacts of Changes In Foreign Exshange Transactions (GRAP 4),
Leases (GRAF 13),
Segment Raporting (GRAP 18),
Non-currant Assats Held for Sale and Discontinued Operations (GRAFP 100), to the extant that these standard
prascribe requiraments for investment proparty.

- 8 o B

The exemption from applylng the measurement requiraments of the Standard of GRAP on Investment property Implies that any
associatad presentation and disclosure requirements need not be complied with for investment property not measured in
aceordance with the requiremants of the Standard of GRAP on Investmeant property. Management has put in place plans 1©
improve the accounting for Investmeant property by end June 2012,

1.4 Property, plant and aquipment

Property, plant and equipmant are tanglble 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 éxpacted to be used during
mora than one pariod.

The cost of an item of proparty, plant and equipment is racognised &g an asset whan:
- it iz probable that future economic banefits or service potential associated with the item wil flow 1o the
munlelpality; and
= the cost of the item can be measured reliably.

Property, plant and equipment purchasad from 81 July 2008 forward has baen Initially measurad at cost. Property, plant and
eguipment purchased prior to this date has bean measurad at provisional amounts in terms of Diractive 4 of the Accourting
Standards Board issued in March 2008.

The cost of an item of property, plant and equipment Is the purchase price and other costs attributable o bringing the asset to
the location and condition necessary for it to be capable of operating in the manner intanded by management. Trade discounts
and rebates are deducted in arriving at the cost.

Where an assat is acquired at no cost, or for a nominal cost, its cost is Its fair valua as at date of acquisition.

Whare an itam of properly, plant and equipment is acquired in exchange for a non-monetary asset or monatary assets, or a
combination of monetary and nor-monetary assets, the asset acquired is initlally measurad at fair value {the cost). If the
aculred item's falr value was not determinable, it's deemed cost is the carmying amount of the assel(s) given up.

When significant components of an item of proparty, plant and aquipment have different useful lives, thay are accounted for as
separate items (Mmajor components) of property, plant and squipment.

Coste include enste incurred initially to scquire or construct an item of property, plant and equipment and costs incurrad
subsequantly to add to, replace part of, or service it If a replacernent cost is recognised In the carrylng amount of an item of
property, plant and equipment, the carrying amaount of the replaced part is derecognisad. :

10 - Monday, Septembar 26, 2011 - 10:43 AM
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TOKOLOGO MUNICIPALITY

Annual Financlal Statements for the year anded June 30, 2011

Accounting Policies

1.4 Property, plant and equipment (continued)

The initial estimate of the costs of dismantiing
includad in the cost of proparty, plant and equipment,
ubllgation arises as a result of acquiring tha asset or us

Recognition of costs in the carrylng amourt

and removing the item and restoring the site on which it is iocated is alse
whera the entity ls obligated to incur such expenditlire, and where tha
Ing it for purposes other than the production of inventories.

of an itemn of property, plant and equiprent ceases whan the item Is in the locatlon

and condition nacessary for it to be capable of operating In the manner intended by managemant.

Major spare paris and stand by equipment which are expacted to e used for more than one period are included in property,
plant and aguipment. |t addition, spare parts and stand by equipment which can only ba used in connection with an item of
proparty, plant and aquipment are accounted for as property, plant and aguipment.

Major inspection costs which are a condition of continuing Uge of an itam of property, plant and equipment and which meat the
recognition criteria above are included as a replacement in the cost of the itam of property, plant and aquipment, Ay remaining

inspection ¢osts from the pravious inspection are derecognized.

Froparty, plant and equipment 15 carried &t cost less accumulated depraciation and any impairmant losses axcept for items of

property, plant and egquipmant which was acquire

When an item of property, plant and equipm
eliminatad against the gross carrying amount 0

Froperty, plant and equipment are dapreciated

residual value.

d prior to 01 July 2008, which are carried at provisional amounts.

ent is ravalued, any accumulated depreciation at the date of the revaluation is
f the asset and the net amount restated to the revaluad amount of the asset.

on the straight line basis over their expacted useful lives 10 thair estimatad

The usaful lives of items of propetty, plant and equipment hava been assessad as follows:

Itemn Average useful life
Bulldings

«  Buildings 30
Furniture and fixturas

- Furniture and fittings 7-10
Motor veticles

+  Qthar vehicles 5

= Speciglisad vehicles 10
Offica Equipment

. Offica Equipment 3-7
IT aquipment

«  Computar Equipment 3
Infrastructure

* Reoads and Pavings 30

«  Water 15620
. Sewerage 1520
Comrmunity

= Buildings 30

=  Recreational Fagilities 20-30
+  Security 5
Other property, plant and equiprment

«  Watereraft 15

+  Specialised plant and equipment 19-15
] Bins and containers B

The residual valua, and the usaful life and depr
the expectations differ from previous astlmates,

eciation mathod of eash asset ara reviewed at tha end of each reporting date. If
the change is aceounted for as a change in accounting estimate.

Each part of an item of property, plant and equiprment with & cost that is significant in relation to the total cost of the item is

depraciated separately.

The depreciation ¢harge for each period is recognised im surplus or deficit unless it is includad in the carrying amount of

another assat.

Items of proparty, plant and equipment are derecognised when tha aszset is dispozed of or when there ara no further aconomic

11 - Menday, Septamber 28, 2011 - 10:43 AM
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TOKOLOGO MUNICIPALITY

Annual Financial Statemants for the year ended June 30, 2011

Accounting Policies

1.4 Property, plant and aquipment (eontinued)
benefits or service potential expacted from tha use of the asset,

The gain or loss arising from the derecognltion of an Item of propatty, plant and equipment Is included in surplus or deficit when
the item is derecognlsed. The gain or loss arising from the derecognition of an ltem of proparty, plant and equipmant i
determined as the difference between the net disposal proceads, if any, and the carying amaount of the tam.

Transitional provisien

The municipality accounted for Praperty, plant and equipment scquired prior to 01 July 2008 in accordance with Its fransitional
proviglon as per Directive 4 of the GRAR Reporting Framework. All ¢lasses of property, plant and equipment are affected by
this.

According to the transltlonal provision, the muricipality is not required fo measure property, plant and equipment, where

accounting is incomplete, for reparting periods beginning on or after a date within thras years following the data of initial

gdoption of the Standard of GRAP an Proparty, plant and equipmant, The ralavant Property, plant and equipment has

;ccm‘dingly been recognised at provisional =mounts, as disclosed in Note 4, The transitional provislon expires om 20 Juna
012,

Until such time that the transitional provielons on measurement of property, plant and equipment expires, antities need not
comply with the standard of GRAR on;

- Praserdation of Financial Staternents (GRAF 1),

The Effects of Changes in Foreign Exchange Transactions {GRAP 4),

Leases (GRAP 13),

Segment Reporting (GRAP 18),

Non-current Assats Held for Sale and Discontinued Qperations (GRAP 100), to the extent that thess standards
prescribe raquirements for property, plant and aguipment.

The exerptian from applying the measuremant requiremants of the Standard of GRAP on Property, plant and equipment
implies that any associated presentation and disclosure requirements nead not be complied with for property, plant and
equipmant not measured in accordance with the requirameants of the Standard of GRAF on Property, plant and equipmant,
Management has put in place plans to irmprove tha acsounting for property, plant and equipment by end June 2012,

1.5 Intangible assets

An usset is idantified as an intangible asset when It
. iz capable of being separated or divided from an entlty and sold, transferred, licansed, rentad or exchangad,
efther individually or together with a related contract, assets or liability; or
*  anses from contractual rights or other legal rights, regardiess whether those rights are transferable or separate
fram the municipality or from other rights &nd obligations.

An intangible asset is recognised when:
= itie probable that the expected future economic benefits that are attributable to the asset will flow to the antity;
and
= the cost of the asset can be measurad reliably.
praperty, plant and equipment are initially recognised at cost.

Intangible assets are carred at cost leas any accumulated amaortisation and any impalrment losses.
Licanses and franchises 1 year

Intangible assets are derecognised:
* on disposal; or
*  whan no fulure saoromic banefits or service potenttal are expectad from its use or disposal.

The gain or loss is the differerce batween the nat digposal proceeds, if any, and the carrying amount, It is recognlsed in
surplus or deficit when the aszet is derecognisad,

1.6 Financial instrurments
Initlal recognition and measurement

Financial instrumants are measured initially at fair value,
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1.6 Financlal Instruments (continued)
Trade and other receivables

Trade recalvables are measured on initial recognition at fair value, and are subsequently measured at amortlsed cost using
the effective intarast rate method. Appropriate allowances for estimatad Irrecaversble amaunts are recognised In surplus or
deficit when there is objective evidence that the gsset is impairad. Significant financial difficulties of the debtar, prabability
that the debtor will enter bankruptey or financial reerganisation, and default or delinquancy in payments (mare than 30 days
overdue) are considerad Indicators that the trade receivable is impaired. Tha allowsance recognisad is rmeasured as the
difference between the asset's camying amount and the prezent value of estimated future cash flows discounted at tha
effective interest rate computed at inltial recognition.

The camying amount of the asset Is reduced through the use of an allowance account, and the amount of the deficit is
recegnised in surplus or deficit within operating expenses. When a trade raceivable is uncellectible, it is written off against
the allowange account for frade receivables. Subsequent recoveries of amaounts previously written off are credited against
operating expenses in surplus or daficit,

Trade and othar receivables are classified as loans and receivablas.

Trade and othar payables

Financial liabilltles consist of trade and other payables. Trade and other payables are fnitially reasured at fair value, and
are subsequently measured at amortlsed cost, using the effective interast rata mathod.

Cash and cash aquivalents

Cash and cash equivalents comprise cash at bank and demand deposits that are readily convertible to a8 known amount of
cash and are subject to an Insignificant risk of changes in value, These are initially and subsequenily recorded at fair valye,

Bank averdraft and borrowings

Bank averdraits and borrowings are initfally measured at fair value, and ara subsequently maasured at amortised cost,
using the affactive interest rate method.

1.7 Leases

A leasa Is classified as a finance lease if It transfers substantially 2l the risks and rewards incidental ta ownership. A lsase
ig classified az an operating [ease if it does not transfar substantially all tha risks armd rewards Incidental to ownarship,

Finance leases - lessee

Financs leases are recognised as assets and liabllitias in the statamaent of financial pesition at amounts agual to the fair
value of the leased property or, if lowar, the present valua of the minimum lease payments. Tha corresponding liabllity to
the lessar is included in the statement of financial position as a financa lease obligation.

The discount rata used in calculating the prezent value of the minlmurm l2ase paymants Is the interest rata Implicit in the
lease.

The lease payments are apportioned batween the finance charge and raduction of the outstanding lisbility. The finance
charge is allacated to each pariod during the lease term so as to praduse a constant perlodic rate on tha ramaining batance
of the liability.

Oparating leases - lassor

Operating leaze income is recognisad as an incoma on & straight-line basls over the lease tarm,

Initial direct costs Ingurrad in negotiating and arranglng operating leases are added to tha carrying amount of the |eased
asset and racognised as an axpense over the lease term on the same basis as tha laase income.

Income for leases is disclosed under revenue in the statement of financial parformance,

1.8 inventories
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1.8 Inventories (continued)
Transitional provision

The municlpality has accounted for inventorles at provisional amounts in bath 2010 and 2011 In accordance with transitional
provisions as per Directive 4 of the GRAP Reporting Framework.

Agcording to the transitional provislon, the muni¢ipality is not raquired to measura Inventories for reporting pericds beginning
on or after a date within three years followlng the date of Initigl gdoption of the Standard of GRAP on Inventories, Inventorias
have accordingly heen recogrised at provisional amounts, as dlsclosed in 6. The transitional provision expirez on 30 June
2012,

Until such time that the transitional provisions on measurament of inventories expiras, entities need not comply with the
standard of GRAFP on:
= Presentation of Financial Statements (GRAR 1),
The Effects of Changes in Foreign Exchange Transactions (GRAP 4),
Leages (GRAP 13),
Segment Reporting (GRAP 18),
Non-current Assets Held for Sale and Discontinued Operations (GRAF 100), to the extent that these standards
prazcribe requiremmnts for inventorias,

The exemption from applying the measuremant requirements of the Standard of GRAP on Invantories implies that any
associated presentation and disclosure requirements nead not be complled with for inventories not measured in accordance
with the requirements of the Standard of GRAP on Inventcries. Management has put in place plans to improve the accounting
for inventory by end June 2011.

192 Employes benefits

Short-term amployee benefits

The cost of short-term employee benafits, (those payable within 12 months after the sarvica is rendered, such as paid
vacation leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in the period In
which the service is rendered and are not discounted.

The expected cost of compensated absences is recognlsed as an expanse as the employess render services that increasa
their entitlement ar, in the case of non-accumulating absences, when the absence ocours.

Defined gontribution plans

Payments to defined contribution ratirement benefit plans are charged as an expense as they fall due.

Payments made to industry-managed (or state plans) retirement benefit schemes ara dealt with as deflned contribution
plans whera the municipality's obligation under the schemes is equivalent 1o these arising In a defined contribution
retirement benefit plan, .
Defined benafit plans

For defined banefit plans the cost of praviding the benefits is datarmined using the projected cradit methad,

Actugrial valuations are conductad on an annual basis by indepandent actuaries saparately for each plan.

Consideration i= glven to any avent that could impaet the funds up to statement of financial position date where the intarim
valuation is performed at an earlier date.

Fast service coste are recognised immediately to the extent that the benelite are already vested, and are otherwiss
amortizad on & straight line bagis over the average period until the amended benafits becoma vested, :

To the extent that, at the beginning of the financial perod, any cumulative unrecognised actuarial gain or loss exceeds ten
percent of tha greater of the present value of the projected banafit obligation and the fair valya of the plan azsats (the
corridar), that portion is recognised in the statement of financial parfarmance over the expected averaga remgining servics
lives of participating employees, Actuarial gains or losses within the corridor are nat recogniged. :

Gains or losses on the curtailment or setflerment of 2 defined benefit plan is recognised when the munigipality iz
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1.9 Employee beneflts {continuad)
demonstrably cornmitted to surtailment or seftlement.

When It Is virtually certain that another party will reimbursa some or all of the expenditure raquired to settle a defined benefit
obligation, the right to reimbursament iz recoghised as a separate asset. The asset is measured at fair value. In all gther
raspects, the aseat is treated in the same way as plan assets. In the statement of fnancial performance, the expenss
relating to a defined benefit plan is presented a5 the net of the amount recognised for & reimburgemeant, '

The amount recognised [n the statement of financial position représents tha present value of tha defined bensflt obligation
&5 adjusted for unrecognised actuarial gains and losses and unracognised past service costs, and reduces by the fair valye
of plan assets. '

Any asset is limited o unrecognised actuarial losses, plus the present value of available rafunds and reduction in future
contributions 1o the plan. :

1.10 Pravigsions and contingencies

Frovigions are recognised whan:
L] the munleipality has a present obligation as & result of a past event; ;
*  itis probable that an outflow of resources embadylng economic banafits or servica potattial will be raquired to
settle the obligation; and :
= areliable estimate can be made of the obligation.

The amount of a provigion is the bast estimate of the expenditure fxpected to be required to settle the prasent obligation at
the raporting date. :

Provisians are reviewed at each reporting date and adjusted to reflact the cument best estimate. Provisians are reversed if lt
is no longer probable that an outfiow of resources embodylng 2conomic benefits or servica potantial will be raquirad, to
settle the obligation, i

A provigion 15 used only for expenditures for which the provigion wag ariginally recagnrised.
Provisions are not recognised for future oparating deficits,

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note .
1.11 Ravenue from exchange transactions

Revenue from exchange fransactlons refers to revenue that accrued to the munlcipality directly in return for services
rendered/goods sold, the value of which approximates the considerstion recelvad or receivable. !

Service charges relating 1o electricity and water are basad on consumption. Meters are read an g monthly basis and' are
recognised as revenue when invoiced. In instances where mater readings have net been performed, provisional estimates of
congumption are made. These adjustmants are recognised a5 revenue in tha invoicing period. .

Revenue from tha sale of electriclty prepaid meter cards is recognisad at the point of sale, tharefore on a cash basls.

Service charges ralating to refuse removal are racognised on a monthly basis in arrears by applying the approved tariff to sach
property that has Improvements. Tariffs are determined per category of property usage, and are levied manthly based on! the
recorded number of refuse containers per property, :
Service charges from sewerage and sanitation are based on the numbar of sewerage connactions on each daveloped prop;erty
using the tariffs approved from Council and ars levied monthly. :

Interest revanuie is recognised on & time proportioh basis.
Revenue from the rental of faciities and equipment is recognised on a straight-line basie over tha tarm of the lease agreemant.

Revenue ariging from the application of the approved tarff of charges is recognised when the relevant senvics is rendered by
applying the relevant gazetied tariff. This includes the Issuing of licences and permits. :

|
Revenue from the sale of goods s recognized whan substantially all the risks and rewards in those goods is pagssed folthe
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1.11 Revenue from sxchange transactions (continued) ;
CONSUMar. i

Revenue arising out of situations where the munlelpality acts as an agent an behalf of ancthar antity (the principal) is limitad to
the amount of any fee or commission payable to the municipality as cormpensation for gxacuting the agreed sarvices, i

i
Measurement i
i

Revenue is measured at the fair value of the consideration recelved or receivable, nat of trade discounts and volume rebates.

1.12 Revenue from non-exchanga transactions

Revenue from non-exchange transactions refers to transactions where tha municipality receivad ravenue fram another e}ntlty
without directly giving approximately egual value in exchange. Revenus from non-exchange transactions is generally
recognised to the extent that the the relatad receipt or receivabla qualifies for recognition as an asset and there is no lakility to
repay the amaunt, i

I

Fines constitute both spot fines and summonses. Revenue from spot fineg and summonses is racoghisad when payment is

received, together with an estimate of spot fines and summanses that will be recaivad based on past exparience of amounts
collagtad,

|
Revenue from public contributions and donatlons is recognised when all conditions assockated with the contribution have been
met or whare the contribution Is to finance property, plant and squipment, when such tems of property, plant and equipinent
qualifies for recogrltion and first becomas available for uze by the municipality. Whera public contributions have been received
but the municipality has not met the related conditions, a deferrad income (liability) is recognised. i

|
Contributed property, plant and equipment is recognised when such items of property, plant and aquipment gualifies for
recognition and become avallable for use to the munisipality.

Fevenue from the racovery of unauthoriged, Irregular, fruitless and wasteful expenditura s based on legislated procedires,
including those set out in the Munleipal Finance Management Act (Act No.56 of 2003) and is recognisad when the recovery

thereof from the rasponsible councillors or officials is virtually certaln. i

Grants, Transfers and Donations i

Grants, transfars and donations recelved of receivable are recognised when the resources that have been transferred mee:t the
criteria for recognition &= an assat. A comesponding liabilty iz raized to the extent that the grant, transfer or donatien is
sonditional, The liabliity is transferred to ravenue as and when tha conditions attached to tha grant are met. Grants without any
conditions attached are recoghlsed &3 revenue whan the asset is recognisad, !

113 Investment income

Investment income ie recagnised on a tima-prapertion basis using the affective interest mathad.

1.14 Comparativa figures

Where necessary, comparative figures have been raclussified to conform to changes in presentatlon in the curment year.

When the presentatlon or classification of items in the annual financial statements is amanded, prior period comparatlvé
amounts are restated. The nature and reascn for the reclassification is disclosed. Where accounting errors have beeri1
identified in the current year, the correction is made retrospectively as far as is practicabla, and the prior year comparativey
are restated accordingly. Whare there has been a change in accounting pellgy iy the current year, the adjustment is made
retrospectively as far as is practicable, and the prior year comperatives are restated accordingly. '

i
I
Budget information in accordance with GRAP 1, has bean provided in &n annaxura to these financial statements. |
1

1.15 Unauthorised expenditura :
Unauthorized expenditure is expanditure that has not bean budgeted, expenditure that i not in terms of the conditions of ari1
allocstion received from another sphere of government, municipality or organ of state and expanditure in the form of a grant
that is not permitted in terms of the Municipal Finance Management Act (Act Na,5B of 2003). Unauthorised expenditure is
secounted for as an expense in the Statament of Financial Performance and where recovarad, It is subsequently accountad
for as revenue in the Statement of Financial Parfarmance.
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1.16 Fruitless and wastaful expenditure

Fruitiess and wasteful expenditure is expenditure that was made 1 vain and would have bean avoided had reasonable care
been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the Statement of Financial
Parfarmance and where recoveraed, it is subsequently ascounted for a5 revenue in the Statement of Financial Performance.

117 Irregular expenditure

irreguiar expenditure is expenditure that is contrary 10 tha Municipal Flinance Managament Act (Act No.58 of 2003), the
Municipai Systems Act (Act No.32 of 2000), the Fublic Office Bearars Act (Act No. 20 of 1998) or iz in contravention of the
Municipality's supply chain management policy. lregular axpenditure excludes unauthorised expenditure. Irraguilar
expenditure is sccounted for as expenditure in the Statament of Financial Performance and where recovered, it is
subsequently accounted for as revenue in the Staternent of Financial Parformanga.

1.18 Presentatlon of Currency
These annual financial statamants are presatted in South African Rand.
1.19 Offzetting

Assets, liabiltles, revenue and expenses have not been offset except when offsetting is required or permitted by a Standard
of GRAP.

1.20 Conditlonal Grants and receipts
Revenue from the recovery of unauthorlsed, imeguiar, fruitiess and wastefu! expenditure is based on legislated proceduras,

including those set out in the Municipal Financs Management Act (Act Ne,56 of 2003) and is recognised when the recovery
therecf from the respansibla councillors or officials is virtually certain.
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2. Biological assets
201 2010 :
Fair Vaive Carmying value  Fair Value Carrying value
Other bearar biological assats 1,311,320 - 1,311,320 1,568,780 - 1,568,760
Reconciliation of carrying valued of biological asseis - 2011
Cpening Additions  Decresses due  Disposals  Gains or lossesOther changes, Total
Balance to harvest / arlging from  movements
sales changes In fair
vaiue
Game - 208,140 (218,340) - 52,000 (41,800)
Other bearer biological 1,568,760 143,200 (251,440) {158,000) 8,800 - 1,311,32
asgzets
1,568,760 351,340 (469,730) (158,000) 60,800 (41,800) 1,311,32

Reconciliation of carrying value of biological assats - 2010

Opening Additions Decreases dua  Transfers  Gains or losses Total
Balance to harvest/ arlsing from
saley changes in fair
value

Game 1,528,960 208,140 (218,340)  (1,568,760) 52,000 -
Other bearar biclogical - - - 1,568,760 - 1,568,760
assots

1,526,960 208,140 (218,340) - 52,000 1,568,760

Non - Financial Information

Quantities of aach biclogical agset

Game 1,010 1,433

¥

Thera was a significant drop in the number of Springboks. The depattrmant of Environrment and Tourism is of the apinon that
this was dua to the Rift Vallay faver that was widespread durlng the year currently under raview. An aralal count could also
not be parformed because of the ovargrown grass, thus making it impossible to perform the areial count instead a ground
ohe was performad. .

Methods and assumptions uséd in determining falr value

Tokologo Muricipality is engaged in game farming. The balance sheet valuation of biclogical assets is basad on an actual
count and the unit values on market prices,

3. Investment property

2011 2010
Provisional Accumulated Carrying value  Provisional Accumulatad Carrying valus
amaunt depreciation amount depreciation
investment property 114,299 - 114,909 114,999 - 114,999

Recongiliation of carrying value of investment property - 2011

Opening Total
Balance
Investment property ‘ 114,889 114,999
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3. lInvestmant property {continued)
Reconciliation of carrying value of investment property - 2010
Opaning Total
Balance
Investmant property 114,509 114,099

Investment propery comprises grazing fieids commonly described as camp sites. Their mnain purpose is for renting out to
livestock farmers for grazing. Thalr carmying amounts have been measured at provisionat amounts in terms of Directive 4
of the Accounting Standards Board issued in March 2009, The Municipality has planned to lmplement various steps o
establish the corract value of invastmant property in terms of GRAP 16 for the financial year anded 30 Juna 2012,

4. Property, plant and equipment

2011 2010
Cost / Accumulated Carrying value Cost/ Accumulated Carrying vakue
Provigional  depraciation Provislonal  depreciation
amount amount
Lznd & Buildings 11.823,839 11,823,839 11,823,839 - 11,823.839
Infrastructure 187,716,481 (1,335,110) 186,381,371 147138489 (526.,888) 146,511,60{
Community 5,110,272 (163,884) 4,948,388 5,110,272 (48,200) 5,062,072
Finance lease assels 658,039 (394,895) 263,144 B12,862 (304,895) 417 967
Ottar property, plant and 5,163,861 (453,122) 4,710,739 4,621,830 (195,762) 4 426,088
equipment
Total 210,472,492 (2,347,011) 208125481 169,507,202 {1,265,745) 168,241,547
Reconciliation of carrying value of property, plant and equipment - 2011
Cpening Additlons  Other changaes, Depreciation Total
Balance movements
Land & Buildings 11,623,832 - - - 11,823,839
Infrastructure 146,511,601 40,577,992 - (708,222) 186,381,371
Community 5,082,072 - - {115.684) 4 946,388
Finance lease aszsets 417 967 - (154,823) - 263,144
Other property, plant and aquipment owned 4,426,068 542,031 - (257,360) 4,710,739
168,241,547 41,120,023 (154,823} (1,081,266) 208,125481
Raconciliation of carrying value of property, plant and equipment - 2010
| Opening  Additions  Other changes, Depreciation Total
Balance movements
Buildings 11,823,839 - - - 11,823,839
Infrastruchure 117,597,721 27,581,320 1,959,448 (526.888) 146,511,601
Community 5,110,272 - - (48,200) 5,082,072
Finance lease assets 611,947 - (528) (193,452} 417,967
Other property, plant and squipment owned 4,233,605 227,859 - (35.388) 4,426,068
139,377,384 27,809,179 1,858,920 (903,936) 188,241,547
Azsets subject to finance lease (Net carrying amaotint)
Cthar property, plant and equipment 263,144 417 987
Transitional provisions
Property, plant and equipment
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4.  Property, plant and aquipment (continued)

in accordance with Directlva 4 transitional provisions of the Accounting Standards Beoard, property, plant and Equiprﬁerﬂt

sequired before 01 July 2008 was recognised at provisional amounts. A valuation of these azsets will be undertaken ln the
2011/2012 financial year.

5. Invastments

At fair value
Listed shares 269,493 273,994

Non-current azsets :
At fair value thraugh surplus or deflell - dasignated 269,493 278,994

The munlgipality has not reclassified any financial assets from cost or amortised cost to fair value, or fram fair valua to COSt !
amortised cost during the current or priar year,

=

6. lnvantories

Township devalopments 1,339,442 1,338,442
Charmicals - L
Spare parts - .
Water - i
1,339,442 1,330,442

Inventories comprise township developments, chemicals, spare parts and water. Al these inventory items have baen
recogriged in terms of the trangitional provisions contained in Directive 4 of the Accounting Standards Board issued in
March 2002. Chemicals, spare parts and water have been at recognised at Rnil. This provizional amount was used
because the information to measure inventorias was Incomplete at balance sheet date.

The municipality has plannad to implemant various staps to establizh the comrect value of inventory ltems in terms of GRARP
12 in the financial vear ending 30 June 2012, ;

7. Other receivables from axchange transactions

Trada debtors 49,228 Do
Other receivables 460,336 323,072

509,564 323.072

Reconcillation of provision for impairment of trade and other receivables

Opening balance 6,002,022 3.926.539

Provision for Impalrment 24,844,541 2,075.:43;3

30,646,563 8,002,022

The creation and release of provision for impairad racelvables have been included in operating expenses I the statement
of financial perfarmance (note 22), Amaunts charged to the allowance account are genaraily writtan off when there is no
expactation of recovaring additional cash. ;

8. VAT receivable

VAT 3,108,223 2,406:913

The carrying amounts of VAT receivable approximates fair value due 0 its short-tarm nature. '

VAT i payable on the recelpts basis. VAT iz paid over to SARS only once payment Is racaived from debtors.
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Figures in Rand 2011 2010 -
|

8. Trade recelvables from exchange transactlons

Gross balances

Ratas 14,435,033 13,374,318
Electricity 4,433,165 3,230,451
Water 399,576 374,340
Sewerage 14,558,325 12,277,218
Refuse 9,631,938 8,128,309
43,458,087 37,384,645
Lezs: Provigion for bad debts ?
Rates (6,210,051) {2,147,217)
Electricity (3,732,504) (518,842)
Water (336,431) (80,101)
Sawerage (12,257,680) (1.971,080)
Refuse {8,109,808) {1.304,982)
(30,648,564) (6,002,022)
Net balance :
Rates 8,224,982 11,227,107
Elaatricity 700,571 2,711,800
Water 63,145 314,248
Sewearage 2,300,645 10,308,138
Refuze 1,522,130 £,823,327
12,811,473 31,382,623
Rates :
Currant (0 =30 days) 435,793 285,168
31 - 60 days 412,005 235,769
&1 - 90 days 416,605 217,806
1 - 120 days 6,980,579 214 438
121 - 150 days - 207,700
» 120 days - 10,066,219
8,224,982 11,227,101
Electricity
Current (0 -30 days) 47,348 68.380
31 - 60 days 30,259 56,941
81 - 90 days 35,178 52,609
91 - 120 days 587,756 51 ,'79|6
121 - 365 days - 50,;158
> 385 days . 2,431/408
700,571 2,711,800
Water
Current (0 -30 days) 4,761 7982
31 - 60 days 2,612 6589
61 - 30 days 3,150 6,086
91- 120 days 52,622 6002
121 - 365 days - 5814
= 365 days - 281,785
63,145 314,248
Seawerage '
Current (0 =30 dayg) 134,096 261,778
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9. Trade receivables from exchange transactions {contlnued) |
31 - B0 days 117,606 216,423

61 - 90 days 115,708 196,839
91 - 120 days 1,833,235 196,247
121 - 365 days - 190,664
= 365 days - 9,240,483
2,300,645 10,306,138 |
Refuse
Current {0 -30 days) 84,620 173,313
31 - 60 days 78,017 143,290
&1 - 90 days 76,773 132,373
91 - 120 days 1,282,720 130,326
121 - 365 days - 126,232
» 365 days - 6,117,793
1,522,130 6,823,327

sSummary of debtors by customer classification

Consumers i
Current (0 =30 days) B54,186 s
31 - 60 days 683,879 :
61 - 90 days 678,949 [
a1 - 120 days 638,165 | T
121 - 365 days 5,080,470 bor
= 365 days 33,205,271 Por
41,120,820 i i
Less: Provision for bad dabts (28,998, 430) Do
12,122,490 :
i
Industrial/ commercial !
Current {0 -30 days) A4.326 : -
31 - B0 days 40,527 Pl
61 - 90 days 72,885 P
91 - 120 days 33,006 Fo-
121 - 365 days 614,561 bl
= 365 days 951,056 Pl
1,756,361 -
Less: Provision for bad debts (1,238,584) bl-
517.777 e
National and provincial government :
Currant (0 -30 days) 7,796 bol-
31 - 60 days 9,162 e
61 - 90 days B,742 Co-
81120 days 4 B.394 : -
121 - 385 days 65,085 Dl
» 365 days 481 578 L -
580,757 bl -
Lazs: Provision for bad debts (400,549) -
171,208 i -
Total
Current (0 -30 days) 806,308 Pl -
31 - 60 days 733,563 -
22 - Monday, September 26, 2011 - 10:43 AM
|
|
|
|
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TOKOLOGO MUNICIPALITY

Annual Financial Statements for the year ended Juna 30, 2011 ;

Notes to the Annual Financial Statements

Figuras in Rand 2011 2010 | |
9. Trade receivables from exchange transactions (zontinued)
B1 - 90 days 760,576 -
81 - 120 days 679,565 P .
121 - 365 days 5,740,116 -
= 365 days 34,637,905 -
43,458,038 e
Less: Provislon for bad dabts {30,6486,564) ;-
12,811,474 ]
Less: Provisian for debt impairmeant
= 365 days: Provision based on the provisions of IAS 39 (30,646,564) {£,002,022)
Reconciliation of bad debt provizion
Balance at baginning of the year 31,382,623 37,384,645
Contributions to provision (18,571,150) {6,002,022)
12,811,473 31,382,623

i
The sraation and releaze of provision for impaired receivablas have bean included it operating expanses in tha statement of
financial performance (nots ). Unwind of discourt is Included in XXX in the statement of financlal performance (note ). Amounts
charged to the ailowance account are generally written off when there 1s no expectation of recovering additional cash. i
i
10. Cash and cash equivalents I

GCash and cash equivalents consist of

Short-term deposits
Bank avardraft

Current assets
Current labilities

|
Cash and cash equivalents comprises cash with banks and short-term deposits, Cash equivalents are short term highly
liquid investments that are held with reglstered banking institutions with maturities of three months or less and are sublact to
an inslgnificant risk of change in value. The carrying amounts therefore approximates thair fair valuas. i

The municipality had the foliowing bank accounts i
|

;

[}

Account number / description

First National Bank - Currant
account - 62021285748

First National Bank - Gurrant
account - 62200002678

First National Bank - Money
Market - 2020303542

First National Bank - 32 Day
Deposit - 74037631683

First National Bank- Fixed
Deposit- 71037600208

Firzt Mational Bank = 32 Day
Deposit 74037601777
Standard Bank - 32 Day Deposit
- 048866393

Standard Bank - 32 Day
Deposit- 048865303

6,667,278 34,084,942
(4.484,472) (1,036,94{1)
2,182,308 33,028,001

i
6,667,278 34,064,942
(4,484,472) (1,036,941
2,182,806 3%,028/001

Bank statermant balancos Cash book balances
Juna 20, 2011 June 30, 2010 June 30, 2009 June 30, 2011 June 30, 2010 Juna 30, 2009

(3836547) 1,002,048 850965  (4404.472) (1.036841)  (7817,926)
4,637,558 - - 4,637,558 - ; -
. 32128980  54,485702 . 32128980 54488702

115,228 110,390 104,431 115,228 111,050 ma?.a?o
10,145 10,148 10,145 10,145 10,145 10,145
49,142 47,643 45,660 49,142 47,643 4%_5{59
1827060 1740556 1636563  1827.080  1.740,556 1,638,558
28,146 27,228 26,048 28,146 27,228 26,048

23 - Monday, September 26, 2011 - 10:43 AM
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TOKOLOGO MUNICIPALITY
Annua! Flnancial Statements for the year ended June 30, 2011
|
Notes to the Annual Financial Statements
Figures in Rand 2011 2010 | |
10. Caszh and ¢azh equivalents (continued) :
Total 3,030,732 35,157,988 57,168,524 2,182,807 33,028,661 48,490,571
11. Non current portion of finance lease obllgation :
Minimum lgaze payments dua |
- within one year 220,168 243,5,8—4]
- in second to fitth year inclusive 247 428 467,595
467,506 711,979
jass: future finance charges (within one yoar) (93.270) {71,519}
less: future finance charges (in second to fifth yaar inclusive) (68,152) (159,421
Pragent value of minlmum leage paymants 308,174 430,239
Prazent vaiue of minimum laage paymeants due !
- within one year 93,270 71,519
- in second to fith year inclusive 214,804 408,720
308174 450,239
L
Non-current llabilities 181.276 308.174
Current liabiltties 126,808 172,085
308,174 480,239
B
The average lease term is 5 years and the average affactive bomowing rate iz 13,17%. Tha Interest rates ara fixed at the
contract date. Some leasas have fixad repayment terms and othars escalate at 18% per annum . No arrangemants have been
entered into for contingent rent. Obligations under finance laases are secured by the lessor's tifle to the leased asset! The
Minolta lease has expired and was not ranewed is currently running en a morith to month until it 12 replacad. P
12. Current ungpent conditional grants and recalpts
|
Unspent conditional grants and receipts comprizes of: I
Unspent Conditional Grants from other spheres of Government '
Municipal Infrastructure Grant - 25,292,804
1
Movament during the year
Balance at the beginning of the year 23,292,894 47,072,365
Addltions during the year 14,845,000 12,850,000
Income recognition during the year (38,137,804) (36,629,471)
- 3,292 894

See note 20 for reconciliation of grants from Natlenal/District Municipality.

P. 028
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TOKOLOGO MUNICIPALITY i
Annual Financial Statarnents for the year ended June 30, 2011 :
Notes to the Annual Financial Statements N
Figures in Rand 2011 2010 | |
13. Provisions '
Reconelllation of provisions - 2011 -
Opening Additions  Utilised during Total '
Balance the year i
Rehabilitation of Landfil Sites 1,746,866 12,894,737 (521,404) 14,120,199 :
Leave pay provision 1,773,088 445,204 (81,864) 2,138,126
3,519,952 13,341,641 (603,268) 16,258,325 |
|
Reconciliation of provisions - 2010 '
Opening  Contributions Utilised during  Reversed Total | |
Balance to provision the year  during the ysar Lo
Environmantal rehabilitation - 1,746,866 - - 1,746,866
Leave pay provision 1,185,724 690,882 (103,520) - 1.773,086!
Rehabitation of Landfill Sites - 1,746,866 - (1,746,866) 1
1,185,724 4,184,614 (103,520)  (1,746,866) 3,519,952
i
Non-current liabllities 14,120,199 1,746,866
Current liabilities 2,138,126 1,773,086
16,258,325 3,519,952
The provision for leava pay relatas to an obligation which arlses as & result of leava accruing o smployees based on th;a !
aumber of leave days acerued (capped to a maximurn of 48 days) and the employee pay rates. [ i
The provision for rehabiiitation of landfill sltes relates to the legal obligation 10 rehabilitate landfill sites used for wastfe
disposai. It ls based on professional estimates recaived and is expected 10 ba incurred within the next twelve months. P
il
14. Trade and other payables from exchange transactions Pl
||
Trade payables 6,036,306 94201158
Payments raceived in advanced 50,465 5,806,000
Accruals 542,564 (328/188)
Accrued Legse Inferest 2,774 Pol-
Other Creditors 321 Ll
6,832,430 14,987,970
y
15. Consumer deposgits i |
L
Electricity and water 321,164 302,736
Water (50) b
Hall deposits (717 | 348
320,397 303,084
N
16. Property Rates P
Rates received I .
Residential 2,899,700 2,952,802
Less: Incorne forgone {1,198,613) (217,079)
1,701,085

2,735,523

25 - Monday, September 26, 2011 - 10:43 AM
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TOKOLOGO MUNICIPALITY N
Annual Financial Statamants for the year ended June 30, 2011 P
. . N

Notes to the Annual Financial Statements |

Figures in Rand 2011 2010 | |
i

17. Service charges . :
i

Sale of electricity 9,169,408 7,201,471
Sale of water 480,410 274,871
Sewarage and sanitation charges 2,883,509 2,506,695
Refuse removal 1,845,285 1,576,484|
14,358,613 11,559,521,

Pl

P

[

o

L

|
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TOKOLOGO MUNICIPALITY

Annual Financial Statements for the yaar endad June 30, 2011 i

Notes to the Annual Financial Statements
Figures in Rand 2011 2010

18. Government grants and subgidies |

Municipal Infrastructure Grant - 504,000
Lejweleputzwa District Municipality Grant - 751,883,
Intargrated National Electricification Programme Grant 3,000,000 92, DDO’
COGTA CFO's Subsldy 500,000
Municipal Systems Improvements Grant 750,000 735, 000
Finangial Manageament Grant 1,200,000 750, DOO
Equitable Shara 34,525,383 27.728,7261
Development Bank of South Africa Grant - 482,738
Municipal Infrastructure Grant 38,137,884 36,629,471
Department of Watar Affairs Grant (BULK Watar) 6,882,519 D
84,995,796 67,653,815
Equitable Share !

In terms of the Constitution, this grant is used to subsidise the provision of baslc sarvices to indigent community members as
well as to subsidise the municapality's operations.

Al registered indigents received & monthly subsidy from the Equitable Share Grant.
Municipal Infrastructure Grant l

Balanca unspant at baginning of year 23,292,894 47,072,365,

Current-year receipts 14,845,000 12,850,000;
Conditions met - transfarred to revenues {38,137.894) {36,629,471)

- 23,292,894

Condltions still 1o be met - remain liabilities (see note 12)

COGTA CFO's Salary Subsidy
Currant-yaar ragalpts 500,000 _:
Conditions met - transferred to revenue (500,000) -

Conditions stlll to be mat - remain liabilities (see note 12)
Provide explanations of conditions still to be met and other relevant information

Municipal Systems Improvament Grant .
Current-year receipts 750,000 735.0?)0:
Conditions mat - transfarred to revenus (750,000) {735,000)

Financial Management Grant
Currant-year receipts 1,200,000 750, DDO
Conditiong mat - transferrad to revenye (1,200,000) (750, 000)

Intergrated National Elactrificatlon Programme Grant

Current-year receipts 3,000,000 92.0'005

Conditions met - transfarrad to revanye (3,000,000) (92,000

27 - Monday, Septambar 26, 2011 - 10:43 AM
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TOKOLOGO MUNICIPALITY

Annual Financial Statements for the year ended June 30, 2011

Notes to the Annual Financial Statements

Figures in Rand 2011 2010 .
18. Government grants and subsidies (zontinued)
Conditions still to be met - remaln llablllfles (sea note 12) '
Provide explanations of conditions still to he met and othar ralavant information :
Dapartmeant Water Affairs (BULK Water) Grant :
Current-year raceipts 6,852,519 P
Conditions met - transferred o revenue (6,852,519) P
Conditions &till 1o be met - remain llabilltles (sea nota 12)
Provide explanations of conditions stlll 1o be mat and other relevant information
19. General expenses i
Acsomodation 327750 -
Advertising 188,205 260,873
Aszets expensed - 833
Audlt comnittes 22,321 P -
Bank charges 258,753 195,093
Chemicals 179,400 o=
Claaning 14,754 251
Community developmeant and training 117,498 26,998
Conferances and seminars 90 4,050
Consumables 2873 Poe
Contribution to landfill sites rahabilltation 12,894,727 1,746,866
Electricity - 222,598
Entertzinment 163,015 117,612
IDF/LED 543,461 185,356
Loss on operations 24,000 -
Fuet and oll 560,154 451,878
IT expenzes 84,005 6,806
Insurance 236,220 292,470
Lease rentals on operating lease 180,070 303,072
Medical expenses 4214 .=
Mizcellaneous office expenses 157,034 123,185
Motar vehicle expenses 23,467 bo-
Postage and courier 17,901 13,242
Printing and stationery 211,678 192,385
Refusa 32,056 38,619
Staff welfare 4,923 9,330
Subscriptions and mambership fees 336,366 100,000
Telaphone and fax 715,821 587 416
Training 514,385 212,302
Trave! - local 1,618,059 1,367,960
Liniforms 114,025 3,847
Water 1,873 18,561
19,658,808

6,481,703

28 - Monday, Septamber 26, 2011 - 10:43 AM
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TOKOLOGO MUNICIPALITY

Arnual Financial Statements for the year ended June 30, 2011

Notes to the Annual Financial Statements i
Figures in Rand 2011 2010 :

20. Employee related costs

Salaries and wages 13.422,150 ‘10.458.5?1 g

Performance and other bonus 790,578 756,557
Medical aid - company contributions 663,643 645,113
UIF 112177 282,332
WCA 52 566 -
Leave pay provision chargs 377,509 582,672
Post-employment benefits - Pension - Defined cantribution plan 1,357,325 1,817,827
Tranzport allowance 873,560 768,570
Overtime paymants 451,746 394,858
Acting allowances - 18,553
Housing benefits and allowancas - 18,802

18,091,263 15,741,593

Remuneration of Municipal Manager

Annual Remunetation 536,752 811,802
Contributions to UIF, Medical and Penslan Funds 1,497 1,718

538,249 513,521

Remuneration of Chief Finance Offlcar

Annual Remuneration 390,000 185425
Car Allowance 180,000 52,500
Contributions ta UIF, Madical and Pension Funds 1,497 1,003
Housing allowance - 14,000

571,497 252,928

Corporate and human resourges (corporate services)

Annual Remunaration 345,947 317,871
Car Allowance 102,000 102,000
Contributions to UIF, Medical and Pension Funds 1,497 1.718
Housing allowances 12,000 12,000

461,444 433,590

Remuneration of Technical Manager

Annual Remuneration 345947 264,893
Car Allowante 90,000 75,000
Contributions to UIF, Medical and Pension Funds 1,497 1,433
Housing Allowance 24,000 20,000

461,444 361,326

21. Remuneration of Councillors

Executive Mayar 423,462 451,711
Councillors 1,073,687 1,174,182
1,497,149 1,625,893

In-kind henefits

The Mayor is pravided with an office with secretarial support and an official vehicle with 2 driver at the cost of the Council,

29 - Monday, September 26, 2011 - 10:43 AM
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TOKOLOGO MUNICIPALITY

Annual Financial Statements for the year ended Juns 30, 2{11

Notes to the Annual Financial Statements
Figures in Rand 2011 2010

22. Debt impairment

Coantributions to debt impairment pravigion 24,644,541 1,625,704

23, Intarast and dividand aarnad

Dividend revenue

Listad financial agsats - Local 2117 C -
Bank 1,184,740 2,540,429
Interest charged on trade and other receivables 508,385 471,005
1,674,125 3,011,434
1,676,242 3,011,434

The amount included in interest earned arising from exchange transactions amountad to 509,385 (2010: R471,0035).

The amount included in interest earned arising from non-exchange transactions amounted to 1,164,740 (2009:
R2,540,429). :

24. Depreciation and amortisation

Property, plant and equipment 1,236,090 849,040'
Imtangible assats 146,271 -

1,382,361 49,040
25, Gains or losses an biological assets

(3ains or [osses arising from a change in fair value lass point of sale costs (129.413) 41 .8'00

26. Finance costz

Trade and other payables 11477 S .
Finance laases 87,847 80,724
Other interest paid on consumear accounts - 812

98,324 1,536
27. Contracted Services

Specialist Services 8,472 885 3,008,898

Contractad spacialist sarvices are for lsgal, valuation and financlal management, accounting services, Internal Audit and
Risk Agsessment

28. Grants and subsidies paid

Other subsidies

MFMA Convergion 1,137,830 -
HIV/Aids programre 8,732 -
FPauper Funerals 16,800 -
Free Basic Electrlcity 18,703 116,281
Indegents Sanitation 2815 -
Indegents Sewerage 86,923 -
Indegent Refuse 59,927 -
M3IG 12,938 -

30 - Monday, September 26, 2011 - 10:43 AM
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TOKOLOGO MUNICIPALITY

Annual Financial Statements for the vear ended June 30, 2011

‘Notes to the Annual Financial Statements
Figures in Rand 2011 2010

28. Grants and subsidies paid {continued)

1,345,669 116,291
290. Bulk purchazas
Electricity 8,564,193 9,313,452
Water 2,284,434 282,823

10,848,627 9,596,275
30. Cash generated from operations
Surplus 10,162,755 40,990,530
Adjustments for: '
Deprecigtion and amortisation 1,382,361 £49,040
Gain (loss) on sale of assets and liablities 128,808 (41,800)
Fair value adjustments 103,419 -
Flnance costs - Finance leases 27,847 20,724
Debt impairment 24,644 541 1,623,704
Movements in provisions 12,738,373 2,334,228
Other non-cash items (147.933) (1,460,262)
Changes in working capital:
Other receivables from exchange transactions (186,492) 196,530
Consumer dabtors (6,073,391 (4,007,830)
Prepayments {9,491) -
Trade and other payables from exehange transactions {8,355,546) 6,682,432
VAT {701,310} (11,081,354)
Current unspent conditional grants and receipts (23,202,604) (23,779,477}
Consumer deposits 17,313 303,084
10,438,360 12,618,555

3. Commitments
Authorised capital expenditure
Contracted for and authorised .
* Property, plant and agulprmant 64,855,000 40,531,365

This committad axpanditure relates to the BULK project and the Municipal Infrastructurs Grant allocation for 2011/12.

32. Prior period errorz

Are as a resull of lesses being calculated without congidaring the ascalation. Assats recorder in the incorrect periods.
Agzate expensed Instead of being capitalised. Duplications in the previous year. Reversals of duplicated stale chaguas.
Income recorded in the incorract pariod.

The correction of the error(s) rasults in adjustments as follows: Assets, liabilities, income and expenses.

Statement of financial position

Unspant Portion 6,491,835 -
Accruals 1,802,818 -
Bank 83,936 -
Bank 24,884

Opening Accumulated Surplus or Deficit 247,349 832,303

Statament of financial performance

Income recorded in 2011 - 48,719
Interast duplicated 2,846 -
Duplicated expenze - 80,823

31 - Monday, Saptambar 26, 2011 - 10:43 AM
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TOKOLOGO MUNICIPALITY

Annual Financial Statements for the year endad June 30, 2011

Notes to the Annual Financial Statements
Figures fn Rand ‘ 2011 2010

32. Prior period errors (continued)

Duplicated investment revenua: Audit query 38,196 -
Duplicated accruals: Audit query - 1,902 918
Unrecorded 2010 expense 23,880 -
Unrecorded 2010 axpense = 24,884
Unrecordad prior vear intarast - 3,113
Allaeation of revanue in correct year - 504,000
Expenditure allocated in 101/11 relating to 09/10 28,786 -
Legal fee for 2010: Audit Query 111,788 -
Capex not recognised ag revenus - 6.491.835
Expensze capltalised corracted 7,260 -
Carrection of depreciation of laases - 153,867
Correct lease cost 128,303 -
Duplicated expanse revese - 751,883
Corractetion of VAT and Leasas - 320917

33. Risk management
Liguidity risk

The municipality's risk to liquidity is a rasult of the funds availabie to cover future commitments. The municipality manages
liquidity risk thraugh an ongoing review of future commitments and credit facilities.

Risk from bicleglcal assets

The municipality is exposed to financial rizks arising from changes in the market prics of game. Tha muticipality doss not
anticipate that game prices will decline significamtly in the foreseeable future, The municipality has not entered into
derivative contracts to manage the risk of & decline In game prices. The municipality reviews its outiook for garme prices
ragularly in consldering the need for active financial risk managemant. There is also the risk of diseases which at the
moment [ ynrnanagealle,

Credit risk

Credit risk consists malnly of cash deposits, cash etuivalents and trade debtors. The municipality only deposits cash with
major banks with high quality credit standing and limits exposure to any one counter-party.

Financial assets axposed to credit risk at year end are shown it the relevant note for cagh and cash equivalents and trade
receivables.

34, Events after the raparting date

There are no events after reporting date to repart on, except for equitable share witheld but relating to the 2011/2012
financial year.

35. Unauthorised expenditure

Actual expanditure excasded the budgeted expendlture by R5 653 211 - £,653.211
Unauthorised expenditure of R12 484 608 identified in the prior year (2008) - -
Budgat exceeded by this amount 42,052,000 -

42,052,000 5,663,211

The abave matters have not been tabled to council. The municlipality is investigating the matters prior to tabling to Council
for further action to be taken, The limited resources within the municipality have led to this process balng very slow.

All the matters noted above will be finalisad by the end of the 2011/2012.

36. Fruitless and wastsful expenditure

32 - Monday, Saptember 26, 2011 - 10:43 AM
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TOKOLOGO MUNICIPALITY

Annual Financial Statemants for the year anded June 30, 2011

Notes to the Annual Financial Statements
Figures in Rand 2011 2010

36. Fruitless and wasteful expenditure (sontinuad)

Erecting a fance at more than the average market price: Tendar price R598 - 254,718

(076 and average recalculated price by audit R343 358

intarast paid for late payments - 22821

Fruitiess and wasteful expendlture 2000; R2 078 675 - -
- 277,539

The tander costs for arecting the camatry fence, was caloulated by tha concultant. The oplnion of the munigipslity was that
the other lower gquotations might create a problem with contracters unable to complete the project. However the municipality
I in the process of acquring the workings for the price, and this will be table to councll for further action.

Interest paid; The interest could nat be avoided but will be tabled to counsil for further action.

The expanditure relating to 2009 will be invastigated during 2014/2012 and the report tabled to coundil for further action,

37. lIrregular expenditure

Opening balangs 13,801,279 4,687,397

Add: Irregular Expenditure - current year - 9,113,882

Less: Amounts condoned - -

. Lass: Amounts recovarable (not eondoned) - -
Less: AmOuUnts not recovarable (not condonead) - -

13,801,279 13,801,278

The municipality has not yet investigated thase matters and as such not yat tabled to councll. This mainly due 1o lack of
capacity, but will endevour to have tham dealt with during the 2011/2012,

A reglster and methodolegy for identlfying, recording, investigating and subsequently tabling to Counell will be prepared
soon g0 that the matters can be captured and dealt with spaedily and on a continual basis.

38. Additional disclosure in terms of Municipal Finanee Managsment Act

Contribittions to organised local government (SALGA)

Current yaar subscription / fee 300,000 -
Amount pald - current year {300,000) -
Audit faas

Amount paid - current year 4,166,996 -

Councillors' arrear consumer accounts

The following Councillors had amear accounts outgtanding for more than 90 days at June 30, 2011:-

June 30, 2011 Qutstanding Quistanding Total
[ess than 20 mora than 80
days days

Councillor Obatseng: Account 1 168 4,454 4,622
Coungillor Gbotzeng: Account 2 168 3432 3,600
Councillor Mabote 829 3a2 1,311
Councillor Monganz 164 3,1g8 3332
Counclllor Lentsha: Aceount 1 164 3128 3,292
Councillor Lentsha 164 2,205 2,389

1,757 16,769 18,526
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TOKOLOGO MUNICIPALITY

Annual Financial Staternents for the year ended June 30, 2011

Notes to the Annual Financial Statements
Figures in Rand 2011 2010

38. Additional disclosure in terms of Municipal Finance Managesmant Act (cantlnued)
During the year the following Councillors’ had arrear accounts outstanding for mara than 90 days,

39. Deviation from supply chain managamant regulations

Paragraph 12(1)(d)}(i) of Governmant gazette No, 27636 issued on 30 May 2005 states that 2 supply chain management
policy must provide for the procurement of goods and services by way of a campetitive bldding process.,

Paragraph 36 of the same gazette states that the accounting officar may dispanse with the official procurement process in
certain circumstanges, providad that he records the reasons for any deviations and reports them to tha next meating of the
accounting officer and includes a nota to tha annyal inancial statements.,

Financial management sarvices ware progurad during the financial year under review and the process followed in procuring
those goods deviated from the provisions of paragraph 12(1)(d)(l) az statad abova. The reasons far these deviations wers
documented and reported to tha accounting officer who considered them and subsequently approved the deviation from tha
narmal supply chain management regulations.

The municipality often engages in supplias whare three guotations are impossible 1o acquire due to the limited suppliers in
tha immadiate vicinity, These sevices are mainly for catering purposas, vahicls maintenance and repairs, Deviations are
included with the document approved by the head of department and approved by mamansgement

34 - Monday, Jeptamber 26, 2011 - 1043 AM
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