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BERGRIVIER MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007

ACCOUNTING POLICY

Summary of significant accounting palicles for the year ended 30 June 2007

The principal accounting polictes applied in the preparation of these financial statements are sel oul balow and
are coneisient wilh thoss apphad i the previous year unless oifaredse stated

1.1 Basis of preparafion

The annual financial statements have been prepared m accordance with the Standsrds of Genarally
Recognised Accounting Practices (GRAF) and the Standards of Generally Accepled Municipal Accounting
Fracticas (GAMAP) prescrabad by tha Mirister of Finance in terms of General Notice 991 and 092 of 2005,
The standarde are summarised as follows

GRAP 1 Prasentation of Financlal Statements -

GRAP 2 Cash Fiow Statamants T o U i

GRAF 3 Accounting Policias, Changes in Accounting Estimates and Errors B

GAMAP 4 The Effects of Chanuus in Foraign Exchange Rales

GAMAR 6 Consolidated financial stataments and accounfing | Fnr cunlmlied entilies

GAMAP 7 Accounting for Investmeanis in Associates )

GAMAP B Financial Reporting of Inlerests in Joint Venlures

GAMAP 8 Revenue N S )

GAMAR 12 Invanicrins N e

GAMAFP 17 Propery, Plantand Equipment ]

_GAMAR 18 Provisions_Contingen! Liabilites and Conlingent oL T Tl
GAMAP &, 7 and B have been complindg with to the extent that the ruquh'emems i these standards relale to
e munH:lpr.iFll'y' s separate irencil sistements,

Accounting pelicies for material transactions, events of conditions nol covered by the above GRAP and
GAMAP Standards have been developed In accordance with paragraphs 7, 11 and 12 of SRAP 3. These
asceounting polices and the applicable disclosures have bean based an the Sauth African Statements of
Generally Accepled Accounting Practices (SA GAAFR] including any inlerpretations af such Statemants
issued by the Accounting Practices Board

The Minister of Finance has_ in terms of General notice 552 of 2007 exempled compliance with ceriain af
the abowe mentioned siandards and aspecls of parts of these standards. Details of the exemptions
applicable to the municipaity have been provided in the noles lo the annusal financial statamenis

A zummary of the significant accounting policies, which have been consistently applied excepl where an
axemption hes been granted, sre disciossd below

The WMinister of Financs Ras in terms of General nolice 552 of 2007 exempled compliance with he
follovang reguirements of GAMAFR 3 (Accounnng Podciag Changas of Accounting Estimates and Ermors):

. Identification and impact of GRAF standards thar have been issued bul are nol yel effective and
changes to accounting policies. [Paragraphs 14, 1§ and 30-37]

The Mimster of Bnaoce hiss, in terms of Genersl nobics 352 of 2007 exempled compliance with ke
faliowing requirements of AC 142 (Non-cument Assers hald for Sale and Discontinued Operahonz),

. Classificalion, measurement and disciosura of non-cuwrani assets held for sale. fparagraphs 6-14
1520 fin 50 for az il refates o noncuren! essels held for sals) 3B-42]

The Minisfer of Finance fas, in farms of General notice 552 of 2007 exempled compliance with AC 109
{Cansiruction Confrects) in B3 anfirely.

The Mimister of Finance has, in lenns of General nobce 552 of 2007 exempled comphance with AC 140
{Businese Combinstians) in its enfirsty
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Presentation currency

These annual financial stalaments ara presented in South African Rand
Going concern assumption

These annual findncial stalerments are prepared on the basis that the municipality witf remain @ going
concern for the foresaeabile fufure

Segmental reporting

A husingss sagment is a group of assets and operatons engaged n providing products or gervices (hal are
subgect do risks end retums that are different from those of other business sagments. A gaographical
segment is engaged in providing products or servioes within a paricular economic environmeant that ar
rubject to risks and relums thatl are different from those of segments aperating in olher economic
BOWITONMENIE

The Minigtar of Finance has. o lerns of Ganeral notice 552 of 2007 arempted compltarice with AC 115
{Segmant Repording) and AC 146 (Operating Segrmoens)

Forgign currency transactions

The Municipality wil not incur 8 fereign eurrency hatility other than that allowed by the MFMA,

Hausing Development Fund

The Housing Development Fund was established in tens of Section 15(5) and 18 of the Housing Act, (Act
107 of 1897}, which came inlo operation on 1 Apnl 1988, requires that the municipehity maintein o aaparate
housing operating account. Loans form Nabonal and Provuncal Government usad 10 finance housing
developments underaken by the Municipality were extinguished on 1 April 1998 and transferred to the
Housing Development Fund,

The Housing Act also requires In terms of Section 14(4)(d){n){aa) read with, inter alia. Saction 15(2) that
the net proceeds of any rental, sale of property or alienation, financed previously from governmeant hausing
funds, be paid into a separale operabng account and ba utilised by the Municipality for housing
developmeant subject 1o the approval of the Provinoal MEC responsible for housing.

The following provisions are set for the creaton and utilisation of the Hauslng Fund:

. The proceeds in this fund are ulilised for heusing developmants in accordance with tha National
Heousing Peodicy and alsa for housing development projects approved by the MEC,

. Any cantrisutions to of from the fund are shown as lransfers i the Statement of Changses In Net
Agsets

] Any surpius ( (deficil} on the Housing Statemen? of Finandal Performance must be transterred to

the Housing Development Fund.

Reserves
1.7.4 Capital Replacemeant Resarve { CRR)

i prder to finance the fulure provision of infrestructire and other iems of properdy. plant and
equipment from intemal sources amounts are tansferred oul of the accumulated surusidefoit)
inta the Capital Replaceamant Reserve (CRR) In terms of a Coungil resolution. The cash aliccated
1o the CRR tan only be utiised to finance dems of prapeny. plant and equipment. The follswing
provisions are set for the creation end ubhsaton of the CRR:

- The cash which backs up the CRR 5 invested until it 15 utitsed. The cash may only be
irvested in accordance with the Investment policy of the municspatity.

. Interest aamed on the CRR investment s recorded as part of lotal interest samad in the
Slatemer! of Financial Performance 50% of the tolal interest camed on sl the
investrments of the mumicipality is fransfered ta the CRR

. The CRE may only be utiised for the purpose of purchasing items of property, plant and
equipmeni for the municipalily and may not be usad for the maintenance of these items.
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. The proceeds from the disposal of properly, pisnt and equipment must be transfamed o
the CRE

. The CRA i reduced and the accumulated surplusiideficit) credited with comesponding
amounts when the funds are utilised.

. The amounts transfered 1o the CRR are based on the Mumcpality's need to finance future
capital projacis

. The Council annually confributas 7 5% of the total rates accrual for the previeus financial

year in lhe next inancal year fo the CRR
Capitalisation Reserve

On the implermentation of CAMAP/GRAPR, the balance on cerain funds, creatad in terms of the
various Provinclal Ordinances applicable al the tima, that had historically been ulilized for the
acquisihon of tems of property. plant and equipment have been transforred to a Capitalisation
Reserve instead of the accumulaleg surplus/{deficil} In terms of a directive (budget circular)
issyed by National Treasury

The balance on the Capitalisabon Heserve equals the camying valus of the iteme of propery,
plant and equipment financed from the former legislated funds. When ltems of property, plant
and equpmen! are depreasted, a ranster 18 made from the Capialization Reserve to the
acocumlated surplusddeficit).

When an tem of property, plant and equipment |s disposed, the balance i the Capdalisation
Reserve relaling to such jtem ks fransfared 1o the acowmnulated surplus/(dafizit)

Government Grant Reserve

VWhen items ol propary, plant and equipment ane fimanced from government grants, A iransfar is
made from the accumulsted surplusi(deficn) to the Governmenl Grants Resenve equal to the
Government Grant recorded as revenue in the Statemaent of Financlal Parformance in
accordance with & directive (budget circular) issued by National Treasury. When such items af
preperty, planl and equipment are dapreciated, a transfer is made from the Govermnment Grant
Reserve to the accumulated suipluslideficit) Tha purpose of this palicy is 10 promate community
equity and facilitale budgetary control by ensunng that sufficient funds are sat asids to offtat the
depreciation charges that will be incurred over the estimated useful life of the itamn of property,
planl and equipment financed from Governmant Grants

When an tem of property. plant and eguipment financed from government grants 1 Jdisposed, tha
bafanee in the Governmen! Grant Resarve relating o such dam s transferred to the acoumulated

surplus!{deficit),
Public Contributions and Donations Resarve

When ltems of property. plant and egqupment are financed fom puble conlributions and
donations, a transier is made from the accumulated surplus/{deficit) to the Public Coninbutions
and Conations Reserve egual fo the Public Confnbuhons and Donations Resarve racorded as
revanue in the Statement of Financial Performance in accordance with 8 diective {budget
circular) issued by Mabonai Tressury. Whan such items of progerty, plant and eguipment ate
depreciated. a transfer 15 mada from the Public Contribulions and Donations Resenve o the
accumulated surplusidefch). The purpose of this policy is to promote commuinty equity snd
faciitate budgoetary conirn! by ansurng that sufficienr funds are set aside 10 offsel the
depreciation charges thal will be incurred over the sstmated useful life of the lem of property.
plant and eguipment financed from Public Contnbutions and Donations.

When &n jlem of properly. glent and equipment financed from Public Confribitions is disposed,
the balance in the Public Contnbutions and Donations Reserve refating to such iem is ransferred
o the ancumulated surplus/{deficit)

Revaluation Reserve

The surplus ansing from the mvalualion of l2nd and buildings is credited o a nen-distributable
rezerve, Land and buddings are revalved every four years. The revalualion surplus 5 realised as
revalued hulldings are deprecisted, through a transfer from Ihe revaluation reserve lo the
accumulsted surplusfideficl). On disposal the nat revaluation surplus s lransferred to the
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accumulated surplusfdeficit) while gans o losses on disposal, basad an current values, are
credited or charged fo the Statement of Financial Ferformange

Finencial Instruments

Financial instruments carried in the Statement of Financial Postion include cash and cash equivalents,
nvestments, accocunts receivable, accounts payable and borrowings. The particular recognition methods
adopled are disclosed in the individual policy stalements associated with aach Item.

Financial assels are derecognized when the contractua! nghls 1o the cash fiows from the financial assets
expire or have been transferred and tha Municipality has transferred substantially all risks and rewards of
ownership. Financhal labilities are derecognzed when it 1s extinguishad, ia whan the contractual right is
discharged, cancalled or axpires

The Minister of Finance has, in temns of General nohee 852 of 2007 exempted campliance with AC 144
{(Finarciad Instruments: Disciosure)  For AC 133 (Finanaial Instruments: Recogniion and Measuremant)
the wrartiisl measurement of fmancial assels and Eabifties at fair volue is exempled. [SAICA Ciroular 0206
paragrophs 43, AG 79, AG 64 and AG 85 of AL 133)

Leases

1.91 Lossoe Accounting

Amounts hald under financa lsases are Initially recognised as assels of the Mumcipality at thair
fair value at the inceplion of the lease or, ! Tower at the present value of the minimum lease
paymenis. The comesponding habiity to the lessor 18 included in the statement of financial
position as a tnanca laase chligation

Lease payments are apportoned between finance charges and raduction of the lease obligation
&0 a5 1o achisve a constant rate of inférést on the remainmg balance of the liability Finance
charges are charged dirgctly 1o profit or loss, unless they are directly attributable 1o qualifying
assels, in which case they are capdalised in accordance with tha Municipality's policy on
borrowing costs

Cperaling lease payments are recognised as an expense on a straight-line basis over he leass
termy, axcapl whene angther syslematc basis 1s more regresentative of the tima pattern In which
economic benefite from the lagsad assat are consumed

The Municlpality wiil not incur a forergn currency lease habilty other than that allowed by the
MFMA,

The Minister of Finance has. in terms of General nokce 552 af 2007 axempted comgliance with
AD 105 (Leaseshwith regards lo the recognition of operaling lease paynens / recepis an a
siraighl e basis i the amoun! is mcognisad an the hasis of the cash fliows in the lsase
agreement [SAICA Circular 7208 paragraphs 8-11.and parsgraphs 33, 34, 50, 51 of AC 105))

1.8.2 Lessor Accounting

Amounts dus from lessees under finance leases are recarded as recenables =t the amount of the
Municipably's net investment in the leases. Finarte lease income is allocaled lo accounting
periods 0 a5 o reflect 8 constant penodic rate of return 10 the Municipality's net investment
outsianding in respect of the leases.

Rentai wcome from opereing leases is recognized on 3 siralght-iineg basis aver the ferm of the
relevant lease

1.10 Borrowing Costs

Borrawing costs directly attributable to the @aquisibon, conslruction or production of qualifying assets,
which are aszets thal necassarly take a subslantial pericd of lime 1o gel ready for the intended use or
sale, added lo the cosis of these assels uniil such time as the assete are substantially ready for their
infended use of sale, Investinent income eamed on the temparary irvestment of specific bomrowings
pending their expenditure on qualifying assels is deducted from Ihe bormowing casts sligible for
capitalization

10
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Adl atner borrowing costs are recognised in the satement of finanoal parformance in the period In which
they are meurred

Borrowings

Bommgwings are. recognised initially a1 fair vaive. net of ransachion costs incurrad Horrowings are
subseguently staled al amortised cost, any differance betwaen the proceeds (net of ransaction costs) and
the redemption value I recognised in the Slatemant of Financial Pedormance over the period of the
borrowings using the effective interes! method.

Borrowings are classificd as current labilbes unless the Municipality has the unconditional right to defur
settlernani of the liability for at least 12 months afier the date of the Statemant of Financial Posilion

Provigions

A provision is recogmised when the municipalty has a present obligation (legal or constructive) &s a rasult
of a past evenl and it is probable (1o mare likely than not) thal an outow of resources embaodying
economic banefils or srrvica polantial will be required fo sottle the obligation, and a miiable eslimate can
L made ol 1he amount of the obligation

Ihe municipality has discounted provisions (o their present value when the sflect of the time value of
maoney is maledial, The nohonal interast charge representing the unwinding of the provision digcounting s
includad in the Statement of Financial Positon,

Provisions are reviewed al each Statement of Financal Position date and adjusted to reflect the: currant
best estimate.
Employse Benefits

fa)  Pension obligations

The Municipallty operate vanicus pension schemes. The schemes are ganaerally funded through
payments 1o NSuUrance companies or trustee-administered funds, detenmined by petiodic sctuyanal
palculations. The Municipality has bolh defined benefit and defined contribution plans. A defined
cantribution plan is & pension plan under which the Municipality pays fived contribulions into a
separate entity. The Group has no legal or constructive obligations o pay further contributians if the
fund dees nol hold sufficient assels lo pay all emplayess the benefis relating lo employee service
in the current and prior pericds A defined benefit plan 13 & pension plan that is not a defined
conlribution plan  Typicatly defined beneft plans define an amount of pension beneht that an
employes will recere on retiement, usually dependent on ons or mare factars such ag age, years
of service and compensation

The liabiiity recognised in the balance shes! in respect of defined beneft pension plans la the
prasent value of the defined benefit obfigation at the balance sheat date less (ke fair value of plan
Bszets, ingether with adjusiments for unrecognised actuanal gains or losses and past senvice costs
The defined benefl cbiigation i caleulated bl-annually by Independent actudries using the
projected unit credit methed. The present value of the defined benafit shligation is delermined by
discounting the estmated fiture cash outhows using interest rates of high-quality corporate bonds
that are denondnated in the curmency in which the benefs will be paid and that have terms to
malunity approximating 1o the lermys of the related pension liability.

Actuarial gains and loszes ansing fram experience adjustments and changes n actuanal
assumptions in excess of he greater of 10% of the value of plan assats or 10% of the defineg
benefit oblgation are charged or credited lo wncome over the employess’ expected averane
remaining working lives

Fasi-senice costs are recognised immedialely i mncome, unless the changas to the pension plan
are condrianal on the emplayeas remaining in service for 2 specified pencd of Ume (the vesting
perod). In this case the pasl-service cosls are amortised an 3 steaight-ine basts over the vesting
period

For cefined conirbution plans. fthe Municipality pays contrbutions lo publicly or privataely
adminislered pensien inswance plans on a mandatory, contractual or wvoluniary basis, The
contributions are recognised as employee benefil expense whan they are due Prepaid
contnbutions are recognized as an assel o the extent that'a cash refund or & reduction in the future
payments is avalable,

{&} Post Retirgment Medical obligations

11
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The Municipaity provides posi-retrament healthcare benefits to s retirees. The entilement o
these benefits |5 usually conditional on the employee remaining in senvice up to retiremant aga and
the complelion of @ minimurm service percd The sxpeciad cosis of these benefits are accrued over
the perod of employment using the same accounting methodology 88 used for definad banefit
pension plans Actusral gains and Ipsses arising from experence adjustments, and changes in
selvanal assumptions in excess of the greater of 10% of the vaiue of plan assets or 10% of the
defined benefit oblination. are charged or credied to the Staterment of Financial Parformance over
the expected avarage remaining warking wes of the related employees, These obligations ara
valued annually by independent gualifed actuaries

The Minigter of Finance has, in lerms of General nofice §53 of 2007 exempled comphance with AC 118
{Employee Benefils) with regerds o defined banafil accounting as far as It relates to defined banefit plans
acecunted for as defined contribution plans and the defined banef! obligaton disclosed by namative
information. (pAragrephs 29, 48-118 120A(c) - (g}]

Trade Payables (Creditors)

Trade payables and other receivables are orginally carried al fair value and subsequently rermeasurad st
smortised coat saing Whe effecthve interest mathod

Accrued Leave Pay

Liabilities for annual leave are recogmised as they accrue to employses Tha liablitty Is basad on the Lot
amount of lzave days due (o employees ol year end, less the 12 compulsory days o ba taken and also on
tha basic salary of the employes

Unutilised Conditional Grants

Unutilised condilional grants sre reflecled on the Statement of Finandal Positaan as a creditor — Unutlised
conditional grants. They represent unspent govemment grants. subsidies and contributions from the
publc, This creditor always has o be backed by cash The fallowing provisions are sel for the creation and
ublesalion of thes cradador

. The cash which backs up the creditor 1s mvesled until it s ulilised

- Interest gamed on the investment is Uealed in accordance with grant conditians. IF il is payable 1o
the funder it s recorded as part of the credifor. If it is the Municipality's Intarést il is recognised as
interest earmned in the Statemant of Financial Parformancs

- VWhenaver an assel s purchazed out of the unutiised conditional grant an amount equal to the cost
price of the gasel purchesed s ransferred from the Unutbzed Condiional Grant inta the statement
of financial performance as revenue. Thereafter an equal amaount is transferred on the Staternant of
changes in nel assels fo 2 Governmen! Granl Reserve. This reserve |5 equal 1o the memaming
daprecigble value (book value) of assels purchased out of the Unidilised Conditional Grants. The
Govermment Grant Reserve is used 1o offsel depreciation charged on assets purchesad oul of the
Linutilised Condiftonal Grants

Value Added Taz

The Council accounts for Value Added Tax on the cash basis
Property Plant and Equipment

Land and buildingz held for use in the produckan or supohy of goods and services, or for administrative
purposes, are slated in the Stalement of Financa! Position at their mvalued amountz, being the fair valua
at the dale of revaluation, less any subseguent accumulaled depregation and subseguent accumulated
impairment lossez Revaluations are performed every four years when the municipal valuation roll is
updated.

Increases in the camying amgund ansing on revaluation of fand and buildings are credited to & Revaluation
Reserve in the Statement of Changes in Net Assets. Docreases that offset previous mergases of the same
mesel ara charged aganst the Revaluation Resenve directly in the Statement of Changes in Net Assels, all
other decreases are charged to the Statement of Finanaal Perdormance. Each year the difference between
depreciation based on the revalued camymng emount of the 8sset 18 charged to the Siatement of Financlal
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Performance and depreciation based on fhe asset's origmal cost is transtermed from the Revaluation
Reserve o the Accumulated Surplus! (Defhicrt)

Depreciation on revalued land and bwikdings is charged o the Statemant of Financial Pedormance. On the
subseqguent sale or retirement of a revalued property. the atinbuleble revaluation surplus remaining In the
Revaluation Reserve is transfarred dircctly (o the accumulated surpbus ¢ deficit

incompirte construchon work s stated at stonc cost  Dapreciation only commences when the asset is
cammssoned into use,

All oiher property, plant and equipment are stated at historical cost less depreciation and any accumulated
impairment losses. Histoncal cost includes professional fees and. for qualifying assate, horrowing cosls
capitalised in accordance with the Muricpality's accounting pobcy

The Munmcpaity has sdopled s captalmation threshold whereby all expanditure below the threshold s
capensed when incurred. The threshold is currently B 10 000 par item af PPE.

Subsequen! costs are included in the asset's camying amoun! o recognised as a separale assel, s
appropriate, only when it is probable that fulure sconomic benafits or service potontial assoctaled with the
item will flow to the municipality and the cost of the item can be measured reliably. The carmying amaunt of a
replaced pan Is derecognised. All other repairs and mainlenance are charged to the Stalement of Financial
Parformance during the financal parod in which they are incurred

Dapreciation s charged s0 as to wiile off the cost or valuation of assets. other than land and buildings
under construction over thetr astimated useful ives  using the stralghl-line mathod, The estimated usehul
vy, residual veives snd depreciation method am reviewsd al sach year end, with the effect ol any
changes in estimale accounted for on & prospective basis. The deprecialion rales are based on the
fallowing sstimatad weeful lives

Years Years
1 Infrastructure 2 Other
Roads and Paving o Buildings 30
FPedastrian kalls 20 Specialist vehicles 10
Elecricity 2030 Other vehicles 5
Water 1520 Office equipment 37
Sewarans 1520 Furnitiee and fittings 710
Housing 30 Walsrcraft 15
Eins and conlainers 5
Community Spaciaiised plant and
|mprovements 30 Equipmeant 10-18
Recreational Facilites 20-30 Citner plant and
Facurity 47 Equipment 20
Landfil sites 15

An asset's camying amount is writlen down immediately to s recoverable amount if the assels carrying
amaunt i greatar than its eshmated recovarabie smaount

Gains and losses on disposals are delermined by companng he proceeds with the carrying amount and
are recognised (nel) in the Sistement of Financial Performance. When revalued assets are sold. the
ameounis included in the Hevaluslion Resarve are transiared to the Accumulated Surplus/(Deficit) directly
i1 the Stalement of Changes in Net Assets.

Heritage assets, which are defined 38 culturally sgnificant resources are ndt depreciated as lhey are
regarded as having an infinite lifa. Land is also not depreciated far the same reason.

The Ministor of Finance has, in terms of Genergd police 582 of 2007 erempled complisnce wilh fhe
foflowing requiramants af GAMARP 1T (Propany, Fiani and Equismsnt).

13
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1.20

1.21

. Review of usefl (e of itam of FPE recogrised In the annual inancial slatements [Paragraphs 55-
&1 and 77}

. Review af the depreciation method appied to PPE recognised in tha annual fnancial statements
[FParagraphs 82 and 77]

. Impaiement of non-cash generaling assels (Paragraphs 64-69 and T5a)iv)— (vl

. fmpatrment of cagh genarating assels [Faragraphs 63 and T&a)iv) - (vi)]

Investment Properly

Investment property, which is propery held fo earn rentals andior for capial appraciation, is measured
initialty at its cost Subsequent 1o intal recognilion investment properties are shown at fair value, based on
penodic, bul al least every three years. valuations by extemal independent valusrs, Gaing or losses anising
from changes in the fair value of investment popearty are included in profit or loss for the peroc in which
Ihey anss

The Minigter of Finance hag, in fermg of Ganesral nofce 552 of 2007 exempred compliance with the
following requiraments of AT 135 (Invastmant Pragarty)

. The entire: stondard fo the exton! Ihaf properdy (s accountod forin torms of GAMAR 17

. Disclosure of the fair value of investman! pmparty if the cos! modal is applied and wham the
munmicipably has recogrased ovesirmest propedy o ferms of s slandand [Paragraphs P8(e)l) —
{iidf

Intanglble Assets

Intangible assets acquired separately ane reported al cost less accumulated amortisation and accumulated
Impairmant losses Amorigation is charged on a stramghl-ine hasis over their astimated usehl lives. The
astimated useful bfe and amerisation method are reviewed al the end ol each annual repoaing penaod,
will the effect of any changes in estimate bemng accounted for on a prospective bases

The Minustar of Fnance has in terms of Genaral nohce 552 of Z007 ecamptad complance with tha
folowmy reguremants of AC 129 (infangibée Assels)

B The entire standards eccept for the recognition, measurament and disciasure of the compular
software s wetsle costs (AC 432} and 8l pther cosls were expensed.

Impairment of Tangible and Intangible Assets

Af gach Statement of Finencial Posiien date the municipalty reviews (he carmying amounts of ils langible
and intangible assets to determine whether there is any indwcation that those assets have suffered an
impairment loss. If any such indication axists, the recoverable amount of the aszet iz astimated in order fo
determine the exient of the imparment loss. Where it i nol possible o estimate the recoverable amaunt of
an individual asset, the municipaliity estemates the recoverable amount of the cash-genarating unit o which
the assal belongs

Assets that hiave an indsfindte useful lfe, for sxample goodwill, are not subject to amadisation and are
tested annually for impairment Assels that are subject to amortisabon are reviewed for impaiment
whanaver events or changes in circumstances indicate that the carmying amount may not be recovarabie.
An mpairmen loss s recognised for the amaunt by which the assets carrying amount axcseds its
recoverable amount The recoverabls amount is tha higher of an azsels far vaiue less costs lo sell and
valie in use. For the puposes of assessing impairment, assels are grouped al the lowest levels for which
there are separately identifiabile cash flows (cash-generating units). Mon-financlal assets other than goodwill
that suffered impairment are reviewsd for poseible reverzal of the impaiment at each reporiing date.

Where &n impairment loss subsequently reverses, the camying amount of the asset is increased to the
revised estimate of its recoverable amount, but 50 that the increased camying amount does nof exceed the
carrying amount that would have besn determined had no impairment loss been recognised for the assel
in priar years. A reversal of an smparment foss is recognised mmedialely n the Statemenl of Financial
Perfonmanee, unless the assel & camed at a rewalued amount, in which case the reversal of the
impainment is teated 25 a Revaluation Resenve Increass

The Mimster of Fingnce has, in temng of Gereral notice 552 of 2007 exempled compliance with AC 128
(Impairment of Assets) in s entirety.
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1.22

1.23

1.24

1.25

1.26

Financial Assels

The MuniEpally classifies s financial assels in the following categaries: loans and racelvables. The
classification depends on the purpose for which the fnencial assets were acquired. Management
determines the classification of s firancial assets at intial recognition

fa) Loans and receivablas

Loans and recoivabies are non-dervative financial assets with fixed or determinable paymants that
are not quoted in an active markat They ame mcluded in current assats, excepl for maturties
greater than 12 months after the date of the Statermant of Financial Position. They arise when the
Municipalty provides maeney lor goode or eenvices directly to a dabtar with no intantion of trading
the receivable and are intially recognotad al far value and subsequently camed at amanised cost
uzing the effechve intergst mathod, less provision for impaimeent.

Inventories

inventories consist of consumables and are stated at the lowear of cost and nat realizable valua, Costis
detarminaed using the first-m-first-out (FIFO) cost method. Me! realesble value @ ihe ssimatad seling prca
in |he ordinary course of business, less applicable vanable seling expenses.

Unsold properties are valusd according to the Valualian roll of Bergrvier Municipality Direct costs me
accumulated for pach separately Wenthable development.

Redundant and slow-moving inventories are identified and written down from cost fo nat realisable value
with regard lo their estimated economic or reglisable values, Consumables are written down with regard 1o
their age, condiion and whiity

Tha Ministar of Financa has, in termis of General police 552 of 2007 exampted compliance wilh the
fofowing requiraments of GAMAP 12 {Inveniones)

. The enflire standard ag far ag it redates to immmovable cagiral assals invenfary that Is aceoliniad for in
ferms of GAMAR 17

* The entire standarm to the axtan! tha! @ relatss o watar slock that was mal purchased by the
muncinakity

Trade and other Receivables

Trade receivables are recognised intzlly at onginating cost and subzequandly measured at amartised cost
using the efective intersst methed, less prowision for imparment A provision for impaliment of rade
receivables i eslablished on budgel based hislorcal pattems and risk of recovery, Significant finaraial
difficulties of the debter, probability that the debtor il enter bankrupicy or financial reorganisaban, and
default or dalinquency in payments (more than 50 days overdue) are considered indicators that the trade
receivable |5 impared. The amount of the provision is the difference between the assel's carrying amaunt
and the present value of estimated future cash flows, discounted at fhe onginal effective interest rate. The
carying amount of the assat iz reduced through the use of an aflowance account. and the amounl of the
lags is recognized in the Statement of Fingncial Performance. When a trade receivable is uncollectible. it is
written off in terms of the municipality's Credit Controd and Debt Collaction Palicy. Subzequent recoveries
of amounts previoushy writien off are credifed against io the Statement of Financial Performance.

Cash and Cash Equivalents

Cash and cash equvalents includes cash in hand. deposits held at call with banks, other short-term highty
hgukd investments with ofiging! matunties of three months or 2ss. and hank averdratiz.

Revanua Recognition
Service charges relating 1o electicity and water are based on censumption Meters are read on a monthly
hasis and are recognized as revenus when invoiced Provisional estimates of consumplion are mada

monthly when meler readings have not been done. The provisional estimates of consumplion are
recognised as revenue when inveiced Adustments 10 provisional estimates of censumplion are made in
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the invoicing panod in which meters have been reed. These adustiments are recognised as revenue in he
invaicing pernd  Revenus from the sale of elecncry prepaid maler cards are recognised at the point of
sale.

Service charges relating 1o refuse removal 3 mecegnised on @ monthly bass n arredrs by apglying tho
approved tanff to mach propeny that has improvements. Tariffz are determined per category of propery
usape, and mre levied monihhy.

Service charges from sewerage and saniabon for residental ang business properlies are levied monthly
based ona fixed lanlf

Interest gnd rentals are recognised on a teme proporlion basas.

Revanue ansing from the application of the approved tanfl of charges 5 recogrised whan the relevint
service 5 rendered by applying the relovant taefl  This includes 1he issuing of icences and permits

* Inferest eamed on myvesiments s recogrsed m the Slaterment of Fmancial Pedormance on a time
proportionate basis thal takes into account the effective yield on the investment

Revenue from the sale of goods s recegnised when all the following conditians have bean satislivd,

. The municipality has transferred 1o the buyer the significant risks and rewards of ownarship of the
poads
. The municipably retaing neither continung managenal nvolverent 1o the degrea usually assodated

with ownership nor effective control over the goods sold
The amount of revenus can b measured relisbly
It s probable thal the coonome benefits or semvice polental assocdated with the transacton will flow
1o the municlpabity
. Tha costs incurred or to be incurred in reapact of the transaction can he measured relabhky.

Income for agency services is recognised on a monthly basis once the income collected on behatl of
agents has been quantified. The income recogrised 18 in lerms of the agency agreement.

Revenus fram public contnbutions & recognisead whan all condiions associatad with the contribution have
been mel or where the contributon s 10 finance properdy, plant and egquipment, when such items of
property, plant and equipment is braught into use  Whera public contibiulions have besn racalvad bul tha
municipality has nol met the condition, a bability = recognised

Revenue from non-exchange transactions

Revenue from propeny rates & recoanised when the legal entittemant to this revenue anses. Collection
charges are recognised when such amouents are legally enforceable Penalty interest on unpasd ratas (s
recoanised on o tme proporionate basis

Fies constiule bolh spot fnes ang summonses. Revenue from spot fimes and summonses 15 eosgnised
when payment Is received

Donetions are recogised on & cash receipl basis or where the domation i in the form of property, plant
and equipment, when such items of property, plant and equipment are brought into use

Contributed propery. glam and eguipment is recognized when such items of prapery. plant and equipment
are brought into use.

Fevenue from the recovery of unauthonses, iregular fruitless and waseful expenddure is based on
legislated procedures, including those sel out m the Municipal Finance Managemeant Act (Acl Mo.56 of
2003) and is recognised when the recovery (hereol from the responsible councillors or officials is viltsally
CRain,

The thmsler of Fnuance has, m lems of Genergl pobice 557 of 2007 exempied complhance with the
following reguirements of GAMAR 9 (Sevenue)

. Inifial measuramant of fair vafve dscoumting 2l fifure receipls ysng &0 impited rte of intersst
[SITACA Cirowlar OROE et paragrast 11]
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1.27

1.28

1.29

1.30

1.31

1.32

Conditional Grants and Receipts

Revenue raceived from conditionsl grants. donations and funding are recognised as revenue to the axtent
that the Mumicipehly has compled with any of the oritena conditions or obiigations smbodied in the
agreement, To the extent that the crteda comdions or obhgations have not been met-a labiity is
recognised

The Minister of Finance has in terms of General nofica 552 of 2007 axempted complignce with the
foltowing requiremants of AL 134 (Accounting for Goveriment Granis).

. Entire standeard excluding paragraphs 24 and 26, replaced by paragraph 08 of GAMAP 12,
paragraph 25 of GAMAP 17 and paragraphs 42 — €6 of GAMAF 9.

Ralated parties

indnaduats as well as thar close famidy membars, amdfor entibes are related partes if one party has the
abillity, diractly or indirectly, to contral o juntly contiel the ather party or exercise significant Influence over
the other party in making financial andfor operating decisions. Key managemaent persannel i3 defined as
the Municipal Manager, Chief Financial Officer and all olher managers reporting directly to the Municipal
Maragaer or az designated by the Municpal Manages

Unauthorised Expenditurs

Unauthonsed axpendijure @ expenditure that has not been budgeted, sxpanditurs that is not in tarms of
the condiions of an allocation received from anothar sphara of government,. mumcipality or organ of stale
and expandiiume in the form of 4 grant that @ not permilted in terms of the Municipal Finance Managemant
Act (Act No.5B of 2003). Unauthorised expenditure 15 accounted for as an expenss in the Swatement of
Finencial Performance and where recovared, i is subsaquenlly accounted for as revenue m the Statement
of Financial Perlormance

Irregutar Expenditure

Irreguiar expenditure 15 expenditure that s contrary 1o the Municipal Finance Managermant Act (Aot No.56
of 2003). the Municipal Systems Act (Act No 32 of 2000), the Publc Office Bearers Act (Act No. 20 of
18G98) ar is in contravention of the Municipality's supply chain management policy  Irregular expenditure
axcludas unauthonsed expenditure. Irreguiar expenditure I8 accounted for as expendture n the

Statemant of Financial Perdformance and where recovered, o is subsequenlly accounted for as révenue in
the Statement of Financlal Pedormance

Fruitless and Wasteful Expenditure

Fruitiess and wasteful expendilure s expenditure thal was made in vain and would have bean avoided had
reasnnable care been exercised. Frutless and wasteful expendiure s accounted for as expendiure in the
Siatement of Finarcial Perdformance and whers recovered, o 5 subsequenlly accounted for a5 fevenus in
the Statement of Financial Perdormance.

Rounding

The amounis refllecled in the financial statements of the Municipality are all in Hand, and all amaunts ane
reunded off o the nearest Rang

Comparative nformation

{a) Current year cormparaties,

Budgeted amounts have been included in the gnnuat finandal staterments for the current year anly.

fb)  Loens and receivables
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When the presentation or dassification of tems in the annusl financal statements 14 amended, prior pariod
comparative smounts are reclassified. The nature and reasan for the reclassification is disclozad
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HOUSING DEVELOPMENT FUND

Hous g Dovesopment Fund FAM A 44 4
Loang exbnguished by Gowesinment on 1 Apal 1288 ﬁ

Tots! Housing Development Fund Assets and Liabities

Thie klxrer Dalvines arn rephreeabiod by cach sl w eremled getiner with ik s vestments of (he
munic pality (Ser Notes 16}

NETT ASEET RESERVES

KERERVES 7T ART B0
oyl Roghactwninm Roorm 1o, Ml a1
Cupialisatnn Bosore 16144, 301
et oyl Reteren AdH I 002
e [ e

Total Net! Akcel Hesorse Asseld and Lisbadities

LONG-TERM LIABILITIES

Anniiey Losng - At amertised oot 15,040,150
Cupiislived Lenss Limbility - At smoiised cosl B 074
Tolal Long-term Linkditien - Al emotised coat (dnduding Shonam)
Legs  Currmni porion Endtiornd 0 curres Uabied
Annity Loans
Leone |tiiites
Total Longdermn Lisbilities « Al aimortissd coat m T TEEE 06D
——— e
Evemptions taken according 1o the exemptions gareied i berma of Government Motice Na. 20g1a
uf 2R Jun 300F aved apeciticaily paragraph 335 b of e dbcree areiiomed nobice
+ Fananiind pieblmnents  Rociphiben san! Wess el A5 141 by assamuing Naancisd assats sned
habiliteas ab tiir valoe [SAICA Circolar T08 pavagraphs 43 AC 75 AG &4 and AG 85 of A 133
* Financal Insyruments Disciosurs |AC 144 ) Cntire stargand B 0o fepddoes Dy LAS 32 (AL 125) FMaued
Aupusl 2008 and efectve for fiudenl sl et Ol ng pedEnds Deganreg o0 of andr 1 Janudcy 19598
* Leases (ARG 1) Rorogniting opesating bests mryrments [ ratecpbs 0a 4 e0ght lirse Gasis o iha sinaal o
recognised o1 the hava of 1he casn Soen i e ieage spreamast [ZAI0A Cocnar 12008 poragraphs 810
ol paagpigdts 33 54050 51 01 AL 105))
A VI
The otligalems unier Iindmoe lsdiss Atk Soiwdaied ki lwaae
paymants
a7
Aoty fryable unde linanis Estes
Payalbile wilhin ore year S, 104
Payabie within bwo 10 lvs PeRrE = RN
F[M-.Z?E
Lass Futune finance cbdigatons ; O 203
Present value of lease obfigations B S
Lesh. Arunis dise fog semlaemant waniln 12 mormhe / 5 TO4
Amaim due for sebflsment A 12 mosths }ﬁ JEEar1

Reder i Appendiy A for ceser phong: ratuedy diled srd efleiive mlaresd rates of sdructured keans and
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HON-CURRENT PROVISIONS

L&'nat il St

Total Hon-Cusrent Provislons
Exgmiplios v kel e R FMEEDT GRIETED 0 D Govmrmimarnt mﬁt!"!ﬁ‘_}ﬂg"_!_‘?'
fh.Jung 2007 yrd »pecificaly persgraph 3{21b ol the rotice

= Errployss boowlits Exempled COmphante wish AL 114 | Smpatyss Derelny) win-re0ands 10 dofinad benatit
nocnurtmg-ne foran il relyies b defned Dere’™! plars sccourbed for as Sedoed conliinton plans and
aefirea berefin chipstion drmcloscd by narmain riormabon (paregranhs 29 48 11D and 12948(0) - (q))

Tha movemeaol i fhe- non-cusent prmasses. on reonneded 2 inbeas

30 Juna M0

Halorwe o Dogewnang ol year
Trivruislent b v tassld [ cnn faafy
Erpermdthsim indiied
Cembnbnrions bu prosason
Transfar from curmen BIoviMDnE
Halance al end of year

HY S IDOT
Peabarice ml Deginiing of paef
Transde 1o curfenl Eroveion
Feptnwiiium incunred
Conbetmdons W proswikion
Tranifar frorm atind] proriadens
Balance # end of year

Reclamation of Plostiberg Iandfill alts ceer § yvears sterting 1 July 2009 i the value of BA4 miibon,
CONSUMER DEPOSITS

Waim & Eecinoity

Tl Connumer Depoails

Tho faar vigue ol oormaame depeosils Sponsnmdts thed Lairyng sMee indadadl & not paed 00 he 38 AMmoesnly

PROVISIDNS

Sarbormpnes onu s
Prrmannnl Bonus
Total Provisions

Pedornance BeduseE So5008 10 STERCTSEE 01 BN SIaly bl BBenst 13 vt eanditons. Tha
prenviginn 19 an eskimiate of tho amonend doe to ctell ol the regastng dads.

The mibuaruerd inclmem provesions i teconrdead g foliows -

30 Jdarne 2008

Botnee i begennetsy of year
Damiribubioens S0 e trnsain
Expenthiiig Ingures
Balance a2t wnd of vear

30 June 00T

Halmeze at begening o yaar
Toninbubone B GITEEann
EnpEadisios incumes

Balance at gnd of year
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