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Accounting Policies

1.10 Leave

The municipality provides employees with time off from work for a variety of reasons. Leave days granted by an employer can
either accumulate from one period to the next.

Leave days accumulate from one period to the next. The municipality recognises a liability and expense for accumulating leave
as and when employees render services that entitle them to those leave days. The amount of the liability and expense is
determined as the additional amount an entity is required to pay as a result of the unused leave days owing to employees at
the end of the reporting period.

1.11 Provisions and contingencies

Provisions are recognised when:
the municipality has a present obligation as a result of a past event;
it is probable that an outflow of resources embodying economic benefits or service potential will be required to

settle the obligation; and
a reliable estimate can be made of the obligation.

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at
the reporting date.

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures
expected to be required to settle the obligation.

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks
specific to the liability.

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the
municipality settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the
reimbursement does not exceed the amount of the provision.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it
is no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to

settle the obligation.

A provision is used only for expenditures for which the provision was originally recognised.
Provisions are not recognised for future operating deficits.

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 39.

Decommissioning, restoration and similar liability

Changes in the measurement of an existing decommissioning, restoration and similar liability that result from changes in
the estimated timing or amount of the outflow of resources embodying economic benefits or service potential required to
settle the obligation, or a change in the discount rate, is accounted for as follows:

If the related asset is measured using the cost model:
changes in the liability is added to, or deducted from, the cost of the related asset in the current period

the amount deducted from the cost of the asset does not exceed its carrying amount. If a decrease in the liability
exceeds the carrying amount of the asset, the excess is recognised immediately in surplus or deficit.

if the adjustment results in an addition to the cost of an asset, the entity consider whether this is an indication
that the new carrying amount of the asset may not be fully recoverable. If there is such an indication, the entity
test the asset for impairment by estimating its recoverable amount or recoverable service amount, and account
for any impairment loss, in accordance with the accounting policy on impairment of assets as described in

accounting policy 1.8.
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1.11 Provisions and contingencies (continued)

If the related asset is measured using the revaluation model:
changes in the liability alter the revaluation surplus or deficit previously recognised on that asset, so that:
- a decrease in the liability is credited directly to revaluation surplus in net assets, except that it is recognised
in surplus or deficit to the extent that it reverses a revaluation deficit on the asset that was previously

recognised in surplus or deficit; and
- an increase in the liability is recognised in surplus or deficit, except that it is debited directly to revaluation

surplus in net assets to the extent of any credit balance existing in the revaluation surplus in respect of that

asset;
in the event that a decrease in the liability exceeds the carrying amount that would have been recognised had the

asset been carried under the cost model, the excess is recognised immediately in surplus or deficit;

a change in the liability is an indication that the asset may have to be revalued in order to ensure that the
carrying amount does not differ materially from that which would be determined using fair value at the reporting
date. Any such revaluation is taken into account in determining the amounts to be taken to surplus or deficit and
net assets. If a revaluation is necessary, all assets of that class is revalued; and

the Standard of GRAP on Presentation of Financial Statements requires disclosure on the face of the statement
of changes in net assets of each item of revenue or expense that is recognised directly in net assets. In
complying with this requirement, the change in the revaluation surplus arising from a change in the liability I1s
separately identified and disclosed as such.

The adjusted depreciable amount of the asset is depreciated over its useful life. Therefore, once the related asset has
reached the end of its useful life, all subsequent changes in the liability is recognised in surplus or deficit as they occur. This
applies under both the cost model and the revaluation model.

The periodic unwinding of the discount is recognised in surplus or deficit as a finance cost as it occurs.

1.12 Revenue

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result
in an increase in net assets, other than increases relating to contributions from owners.

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and
directly gives approximately equal value (primarily in the form of goods, services or use of assets) to the other party in

exchange.

Fair value is the amount for which an asset could be exchanged, or a liability settied, between knowledgeable, willing
parties in an arm's length transaction.

Revenue from non-exchange transactions comprises of:

Taxes; and
Transfers (whether cash or non-cash), including grants, debt forgiveness, fines, bequests, gifts, donations, and

goods and services in kind.

Sale of goods

Revenue from the sale of goods is recognised when all the following conditions have been satisfied:
the muncipality has transferred to the purchaser the significant risks and rewards of ownership of the goods;
the municipality retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective control over the goods sold;
the amount of revenue can be measured reliably;
it is probable that the economic benefits or service potential associated with the transaction will flow to the
municipality; and
the costs incurred or to be incurred in respect of the transaction can be measured reliably.
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1.12 Revenue (continued)
Rendering of services

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with
the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome
of a transaction can be estimated reliably when all the following conditions are satisfied:

the amount of revenue can be measured reliably;

it is probable that the economic benefits or service potential associated with the transaction will flow to the

municipality;

the stage of completion of the transaction at the reporting date can be measured reliably; and

the costs incurred for the transaction and the costs to complete the transaction can be measured reliably.

Interest

Revenue arising from the use by others of entity assets yielding interest, royalties and dividends is recognised when:
It is probable that the economic benefits or service potential associated with the transaction will flow to the

municipality, and
The amount of the revenue can be measured reliably.
Interest is recognised, in surplus or deficit, using the effective interest rate method.

Service fees included in the price of the product are recognised as revenue over the period during which the service is
performed.

1.13 Service charges
Service charges relating to refuse removal are recognised on a monthly basis by applying the approved tariff to each

property receiving services. Tariffs are determined per category of property and are levied monthly based on the number of
refuse containers on each property, regardless of whether or not all containers are emptied during the month.

Fines

Fines are recognised as revenue when the receivable meets the definition of an asset and satisfies the criteria for
recognition as an asset.

Assets arising from fines are measured at the best estimate of the inflow of resources to the municipality.
Where the municipality collects fines in the capacity of an agent, the fine will not be revenue of the collecting entity.
Gifts and donations, including goods in-kind

Gifts and donations, including goods in kind, are recognised as assets and revenue when it is probable that the future
economic benefits or service potential will flow to the municipality and the fair value of the assets can be measured reliably.

Conditional grants and receipts

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the
municipality has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that
the criteria, conditions or obligations have not been met a liability is recognised.

1.14 Consumer deposits

Consumer deposits are charged when new water and/or electricity accounts are opened except for owner occupied
proportions. The amounts vary per type of consumer and are approved by Council as part of the tariff structure

1.15 Borrowing costs

Borrowing costs are interest and other expenses incurred by an entity in connection with the borrowing of funds.

Qualifying asset is an asset that necessarily takes a substantial period of time to get ready for its intended use of sale
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1.15 Borrowing costs (continued)
Borrowing costs are recognised as an expense in the period in which they are incurred.

1.16 Comparative figures

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year.
1.17 Unauthorised expenditure

Unauthorised expenditure means:
overspending of a vote or a main division within a vote; and
expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance
with the purpose of the main division.

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance
in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense
and where recovered, it is subsequently accounted for as revenue in the statement of financial performance.

1.18 Fruitless and wasteful expenditure

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been
exercised.

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of
the expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance.

1.19 Irregular expenditure

Irregular expenditure as defined in section 1 of the MFMA is expenditure other than unauthorised expenditure, incurred in
contravention of or that is not in accordance with a requirement of any applicable legislation, including -

(a) this Act; or

(b) the State Tender Board Act, 1968 (Act No. 86 of 1968), or any regulations made in terms of the Act; or

(c) any provincial legislation providing for procurement procedures in that provincial government.

Irregular expenditure that was incurred and identified during the current financial and which was condoned before year end
and/or before finalisation of the financial statements must also be recorded appropriately in the irregular expenditure
register. In such an instance, no further action is also required with the exception of updating the note to the financial

statements.

Irregular expenditure that was incurred and identified during the current financial year and for which condonement is being
awaited at year end must be recorded in the irregular expenditure register. No further action is required with the exception
of updating the note to the financial statements.

Where irregular expenditure was incurred in the previous financial year and is only condoned in the following financial year,
the register and the disclosure note to the financial statements must be updated with the amount condoned.

Irregular expenditure that was incurred and identified during the current financial year and which was not condoned by the
National Treasury or the relevant authority must be recorded appropriately in the irregular expenditure register. If liability for
the irregular expenditure can be attributed to a person, a debt account must be created if such a person is liable in law.
Immediate steps must thereafter be taken to recover the amount from the person concerned, If recovery is not possible, the
accounting officer or accounting authority may write off the amount as debt impairment and disclose such in the relevant
note to the financial statements. The irregular expenditure register must also be updated accordingly. If the irregular
expenditure has not been condoned and no person is liable in law, the expenditure related thereto must remain against the
relevant programme/expenditure item, be disclosed as such in the note to the financial statements and updated accordingly

in the irregular expenditure register.

Page 25



Greater Tubatse Municipality

(Registration number Lim 475)
Trading as Greater Tubatse LM
Annual Financial Statements for the year ended 30 June 2015

Accounting Policies

1.19 Irregular expenditure (continued)

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003). the
Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of
the economic entity's supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is
subsequently accounted for as revenue in the Statement of Financial Performance.

1.20 Related parties

The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by the South
African Government. As a consequence of the constitutional independence of the three spheres of government in South
Africa, only entities within the national sphere of government are considered to be related parties.

Management are those persons responsible for planning, directing and controlling the activities of the municipality,
including those charged with the governance of the municipality in accordance with legislation, in instances where they are
required to perform such functions.

Close members of the family of a person are considered to be those family members who may be expected to influence, or
be influenced by, that management in their dealings with the municipality.

Only transactions with related parties not at arm's length or not in the ordinary course of business are disclosed.

1.21 Events after reporting date

Events after reporting date are those events, both favourable and unfavourable, that occur between the reporting date and the
date when the financial statements are authorised for issue. Two types of events can be identified:
those that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting date);

and
those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting

date).

The municipality will adjust the amount recognised in the financial statements to reflect adjusting events after the reporting date
once the event occurred.

The municipality will disclose the nature of the event and an estimate of its financial effect or a statement that such estimate
cannot be made in respect of all material non-adjusting events, where non-disclosure could influence the economic decisions
of users taken on the basis of the financial statements.

1.22 Prior period error

Changes in accounting policies due to adoption of newly effective Standards of GRAP have been applied retrospectively in
accordance with GRAP 3 requirements, except to the extent that it is impracticable to determine the period-specific effects
or the cumulative effect of the change in policy or where allowed transitional provisions had been adopted. In such cases
the municipality would restate the opening balances of assets, liabilities and net assets for the earliest period for which

retrospective restatement is practicable.

Changes in accounting estimates are applied prospectively in accordance with GRAP 3 requirements. Details of changes in
estimates are disclosed in the notes to the annual financial statements where applicable.

Errors are corrected retrospectively in the period in which the error has occurred in accordance with GRAP 3 requirements,
except to the extent that it is impracticable to determine the period-specific effects or the cumulative effect of the error. In
such cases the municipality would restate the opening balances of assets, liabilities and net assets for the earliest period
for which retrospective restatement is practicable.
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1.23 Value added tax

The municipality accounts for Value Added Tax on a payment basis in accordance with section 15(2)(a) of the VAT Act (Act
No 89 of 1991) .The municipality is liable to account for VAT at the standard rate (14%) in terms of section 7 (1) (a) of the
VAT Act in respect of the supply of goods or services, except where supplies are specifically zero-rated in terms of section
11, exempted in terms of section 12 of the VAT Act or are scoped out for VAT purposes. The municipality accounts for VAT

on a monthly basis.
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Figures in Rand

2015 2014

2. New standards and interpretations

2.1 Standards and interpretations issued, but not yet effective

The municipality has not applied the following standards and interpretations, which have been published and are mandatory
for the municipality's accounting periods beginning on or after 01 July 2015 or later periods:

Standard/ Interpretation:

GRAP32: Service Concession Arrangements: Grantor

GRAP108; Statutory Receivables

IGRAP17: Service Concession Arrangements where a Grantor
Controls a Significant Residual Interest in an Asset

DIRECTIVE 11: Changes in measurement bases following the
initial adoption of Standards of GRAP

Effective date:

Years beginning on or
after

01 April 2016

01 April 2016

01 April 2016

01 April 2016

3. Investment property
2015 2014
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valuation depreciation Valuation depreciation
and and
accumulated accumulated
impairment impairment
Investment property 148,135,000 - 148,135,000 120,255,400 - 120,255,400
Reconciliation of investment property - 2015
Opening Disposals Transfers Fair value Total
balance adjustments
Investment property 120,255,400 (14,971,000) (5.940,000) 48,790,600 148,135,000
Reconciliation of investment property - 2014
Opening Fair value Total
balance adjustments
116,114,800 4,140,600 120,255,400

Investment property

A register containing the information required by section 63 of the Municipal Finance Management Act is available for inspection at the

registered office of the municipality.

Details of valuation

The effective date of the revaluation(s) was 30 June 2015. Revaluations were performed by an independent valuer, Engnet Solutions,
who are not connected to the municipality and have recent experience in location and categorisation of the investment property being

valued.
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Figures in Rand 2015 2014
4. Property, plant and equipment
2015 2014
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valuation depreciation Valuation depreciation
and and
accumulated accumulated
impairment impairment
Land 111,295,392 - 111,295,392 118,675,492 - 118,575,492
Buildings 767,000 (128,789) 638,211 4,157,591 - 4,157,591
Plant and machinery 14,848,082 (5,180,817) 9,667,265 15,104,600 (3,861,288) 11,243,312
Furniture and fixtures 5,169,832 (3,045,581) 2,124,251 4,971,725 (2,263,138) 2,708,587
Motor vehicles 2,725,747 (1,248,620) 1,477,127 2,649,466 (1,133,545) 1,615,921
Office equipment 1,191,588 (470,528) 721,060 936,624 (327,661) 608,963
IT equipment 5,405,913 (2,292,335) 3,113,578 5,172,699 (1,567,178) 3,605,521
Infrastructure 1,485,119,082 (349,561,678)1,135,657,404 1,468,960,208 (229,528,058)1,239,432,150
Community 15,756,311 (2,182,787) 13,573,524 27,837,392 (2,624,321) 25,313,071
Work In Progress 62,980,619 - 62,980,619 25,496,644 - 25,496,644
Other assets 1,737,518 (298,701) 1,438,817 1,732,518 (230,962) 1,501,556

Total

1,342,587,248

1,706,997,084  (364,409,836)

1,675,594,959

(241,436,151) 1,434,158,808

Reconciliation of property, plant and equipment - 2015

Opening Additions Disposals Transfers  Other changes Depreciation/ Total
balance Impairment
Land 118,575,492 - (7,862,800) - 582,700 - 111,295,392
Buildings 4,157,591 - (3,412,529) - B (106,851) 638,211
Plant and machinery 11,243,312 67,535 (324,053) - - (1,319,529) 9,667,265
Furniture and fixtures 2,708,586 - (20,562) - - (563,774) 2,124,250
Motor vehicles 1,515,920 689,728 (172,812) - E (555,709) 1,477.127
Office equipment 608,963 270,283 (9,736) . - (148,450) 721,060
IT equipment 3,605,521 479,058 (165,705) - - (805,296) 3,113,578
Infrastructure 1,239,432,149 22,560 (206,312) 16,428,945 - (120,119,937) 1,135,557 405
Community buildings 25,313,071 30,000 (10,657,091) - - (1,112,455) 13,573,525
Work in progress 25,496,644 53,912,920 - (16,428,945) - - 62,980,619
Other assets 1,501,556 30,000 (11,200) - - (81,539) 1,438,817
1,434,158,805 55,502,084 (22,842,800) - 582,700 (124,813,540) 1,342,587,249
Reconciliation of property, plant and equipment - 2014
Opening Additions Transfers  Other changes Depreciation/ Total
balance Impairment
Land 114,086,509 - - 4,488,983 - 118,575,492
Buildings 4,264 442 - - - (106,851) 4 157,591
Plant and machinery 11,150,290 1,028,999 - - (935,977) 11,243,312
Furniture and fixtures 3,229,642 23,069 - - (544,125) 2,708,586
Motor vehicles 1,983,014 - - - (467,094) 1,515,920
Office equipment 03119 20,092 - - (114,240) 608,963
IT equipment 4,355,524 23,817 E - (773,820) 3,605,521
Infrastructure 1,325,738,989 - 15,373,327 - (101,680,167)1,239,432,149
Community buildings 26,198,543 123,955 - - (1,009,427) 25,313,071
Work in progress 12,836,827 28,033,144  (15,373.327) - - 25,496 6844
Other assets 1,578,376 - - - (76,820) 1,501,556
1,506,125,267 29,253,076 - 4,488,983 (105,708,521) 1,434,158,805
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4. Property, plant and equipment (continued)
Pledged as security

Leased motor vehicles as self-secured in that they are used as security for the loans which were taken to fund them. The carrying
value of assets that have been pledged as security:

Motor vehicles 3,623,966 3,623,966

The terms of the agreement are such that the lessor would retain ownership of the vehicles until
the loan is fully paid. More details of the loan are disclosed under finance leases.

Assets subject to finance lease (Net carrying amount)

Motor vehicles 3,477,127 3,515,920

Other information

Property, plant and equipment fully depreciated and still in use (Gross carrying

amount)
Computer Equipment 18,202 13,143

5. Intangible assets

2015 2014
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valuation amortisation Valuation amortisation
and and
accumulated accumulated
impairment impairment
Intangible assets 282,561 (145,863) 136,698 282,561 (51,677) 230,884
Reconciliation of intangible assets - 2015
Opening Amortisation Total
balance
Intangible assets 230,884 (94,186) 136,698
Reconciliation of intangible assets - 2014
Opening Additions Amortisation Total
balance
Intangible assets 109,061 173,500 (51,677) 230,884

6. Employee benefit obligations

The amounts recognised in the statement of financial position are as follows:

Carrying value

Present value of the defined benefit obligation - wholly unfunded (21,264,000) (20,149,000)
Actuarial gains/(losses) 8,816,000 3,068,000
Current service cost (1,356,000) (2,742,000)
Interest cost (1,151,000) (1,460,000)
Benefits paid 24 000 19.000

(14,931,000) (21,264,000
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6. Employee benefit obligations (continued)
Changes in the present value of the defined benefit obligation are as follows:

Opening balance 21,264,000 20,149,000
Net expense recognised in the statement of financial performance (6,333,000) 1,115,000

14,931,000 21,264,000

Net expense recognised in the statement of financial performance

Current service cost 1,356,000 2,742,000
Interest cost 1,151,000 1,460,000
Actuarial (gains)/losses (8,816,000} (3,068,000)
Curtailment - (19,000)
Benefits paid (24,000) -

(6,333,000) 1,115,000

Calculation of actuarial gains and losses

Actuarial (gains) losses — Obligation (8,816,000) (3,068,000)

Key assumptions used

Assumptions used at the reporting date:

Discount rates used 7.89 % 7.25 %
Consumer Price Inflation (CPI) B.14 % 6.24 %
Normal retirement age 65 65
Expected increase in healthcare costs 7.14 % 6.75 %
Average retirement age 63 63
Net effective discount rate 0.70 % - %

Other assumptions

Assumed salaries cost trend rates have a significant effect on the amounts recognised in surplus or deficit. A one percentage
point change in assumed salaries cost trend rates would have the following effects:

One One
percentage percentage
point increase point

decrease
Effect on the aggregate of the service cost and interest cost 4,028,000 4 226,000
Effect on defined benefit obligation 20,773,000 19,870,000
Amounts for the current and previous four years are as follows:
2015 2014 2013 2012 2011
R R R R R
Defined benefit obligation 14,931,000 21,264,000 20,149,000 15,121,000 12,189,000

Defined contribution plan

It is the policy of the municipality to provide retirement benefits to all its employees as per employee defined benefits on their
specific relevant contracts.

The municipality is under no obligation to cover any unfunded benefits
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7. Inventories

Consumables 653,606 -

The year end close was not performed in 2014 thus there is no disclosure.

8. Receivables from exchange transactions

Sundry debtors 107,460 616,465

WSP Sekhukhune District Municipality - 820,891

Traffic licensing debtor 2,185,377 -
2,272,837 1,437,356

9. Receivables from non-exchange transactions

Traffic Fines 464,614 372,486

Accrued income 807,143 -

INEP Grant debtor 610,189 -

Creditor balances in debit - 3,107,301

Other receivables 1,642,391 833,306
3,524,337 4,313,093

10. VAT receivable

VAT 864,049 -

The VAT is disclosed as a receivable of R 864,049 (2014: R 0) and a payaple of R 1,036,856 (2014 : R 2,308,908). Refer to note 18

11. Consumer debtors

Gross balances
Rates

Refuse

Other

Less: Allowance for impairment
Rates

Refuse

Other

Net balance
Rates

Refuse

Other

Rates

Current (0 -30 days)
31 - 60 days

61 - 90 days

91 - total days

106,626,710 75,965,163
18,181,869 15,268,608
3,035,004 30,221,855
127,843,583 121,455,626

(14,250,718)  (20,456,957)
(2,702,587)  (7.672,708)

(451,129) (11,197,283)
(17,404,434) (39,326,948

92,375,993 55,508,206
15,479,282 7,595,900
2,583,875 19,024,572
110,439,150 82,128,678
5195154 4,642,161
4,015,089 2,627,620
2,752,163 1,877,617
94,664,304 66,817,765
106,626,710 75,965,163
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11. Consumer debtors (continued)
Refuse
Current (0 -30 days) 774,985 761,485
31 - 60 days 600,894 515414
61 - 90 days 496,368 731,869
91 - total days 16,309,622 13,259,841
18,181,869 15,268,609
Other
Current (0 -30 days) 125,242 3,596,866
31 - 60 days 40,062 1,264,362
61 - 90 days 40,286 2,197,209
91 - 120 days 2,829,414 23,163,418
3,035,004 30,221,855
Reconciliation of allowance for impairment
Balance at beginning of the year (39.326,948) (38,454,240)
Contributions to allowance 21,418,911 (1.800,000)
Debt impairment written off against allowance 503,603 927,292
(17,404,434)  (39,326,948)
12. Cash and cash equivalents
Cash and cash equivalents consist of:
Cash on hand 3,998 3,989
Bank balances 197,250,625 108,737,759
197,254,624 108,741,758

The municipality had the following bank accounts

Account number / description

FNB BANK - CALL ACCOUNT -
620-623-0699

FNB BANK - CHEQUE ACCOUNT -
565-500-22466

FNB BANK - BUSINESS MONEY
MARKE - 621-714-33982

FNB BANK - CALL ACCOUNT -620-
275-10818

FNB BANK - CALL ACCOUNT -
616-550-0887

NEDBANK - 90DAYS NOTICE -
7881096004

FNB BANK - CHEQUE ACCOUNT -
620-973-4319 - GTM LIMPOPO
P.H.P

NEDBANK - CALL DEPOSIT -
3788-1096-004-24

Total

Bank statement balances

30 June 2015 30 June 2014 30 June 2013

Cash book balances
30 June 2015 30 June 2014 30 June 2013

35,482 35,112 34,854 35,482 35,112 34,854
124693479 34,571,346 5081499 124686941 19,310,478 825,104
187,074 179,515 173,311 187,074 179,515 173,311
15,059,267 33,947,234 32,746,953 15059267  33,947234 32,746,953
73,529 72,409 71,715 73,529 72,409 71,715
56,000,000 55,090,147 52,315,173 56,000,000 55,090,148 52429694
- - 11,944 . - -

1,377,264 - - 1,377,264 - -
197,426,095 123,895,763 90,435,449 197,419,557 108,634,896 86,281,631
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13. Other financial liabilities

At amortised cost

DBSA LOAN 102904/1&2 14,219,095 13,902,020
Loan 102904/1 - Interest bearing at a rate of 10.415% per annum over a loan period of 20 years.

Loan 102904/2 - Interest bearing at a rate of 5% per annum over a loan period of 20 years.

DBSA LOAN 13585/102 1,691,396 1,562,782
Loan 13585/102 - Interest bearing at a rate of 5% per annum over a loan period of 20 years.

Total financial liabilities 15,910,491 15,464,802
Total other financial liabilities 15,910,491 15,464,802

Non-current liabilities
At amortised cost 15,079,370 14 633,682

Current liabilities
At amortised cost 831,120 831,120

14. Finance lease obligation

Minimum lease payments due

- within one year 2,289,828 2,289,754
- in second to fifth year inclusive 28,536 2,318,364
2,318,364 4,608,118
less: future finance charges (106,321) (391,682)
Present value of minimum lease payments 2,212,043 4,216,436

Present value of minimum lease payments due

- within one year 2,183,722 2,004,394
- in second to fifth year inclusive 28,321 2,212,042
2,212,043 4,216,436
Non-current liabilities 28,321 2,212,042
Current liabilities 2,183,722 2,004,394
2,212,043 4,216,436

It is municipality policy to lease plant and equipment under finance leases.
The average lease term was 3-5 years and the average effective borrowing rate was 9.25%.

Interest rates are fixed at the contract date. All leases have fixed repayments and no arrangements have been entered into for
contingent rent,

The municipality's obligations under finance leases are secured by the lessor's charge over the leased assets. Refer to note 4.
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15. Unspent conditional grants and receipts

Unspent conditional grants and receipts comprises of:

Unspent conditional grants and receipts

LG SETA Grant 133,979 -

MSIG Grant 836,000 -

FMG Grant 669,448 -

EPWP Grant 94,934 -

MIG Grant 34,068,677 -

NDP Grant 3,750,358 15,568
39,553,395 15,568

Movement during the year

Balance at the beginning of the year
Additions during the year

Income recognition during the year
Tranferred to National Treasury
Reclassifying grants as debtors

15,568 14,529,252

See note 23 for reconciliation of grants from National/Provincial Government.

16. Provisions

Reconciliation of provisions - 2015

Environmental rehabilitation
Provision for performance bonus
Long service leave provision

Reconciliation of provisions - 2014

Environmental rehabilitation
Provision for performance bonus
Long service leave provision

Non-current liabilities
Current liabilities

170,776,981 -
(131,849,340) (11,013.684)
- (3,500,000)
610,186 -
39,553,395 15,568
Opening Additions Reversed Actuarial Actual benefit Total
Balance during the year (gains) losses  payments
6,073,897 940,865 - - - 7,014,762
678,536 - (678,536) - - -
4,919,000 889,000 - (294,000) (144,000) 5,370,000
11,671,433 1,829,865 (678,536) (294,000) (144,000) 12,384,762
Opening Additions Acturial Actual benefit Total
Balance (gains)/losses  payments
5,663,607 410,290 E - 6,073,897
678,536 - - - 678,536
4,708,000 971,000 (523,000) (237,000) 4,919,000
11,050,143 1,381,280 (523,000) (237,000) 11,671,433
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17. Payables from exchange transactions
Trade payables 1,145,311 16,763,024
Payments received in advanced - contract in process 1,058,729 1,058,729
Accrued leave pay 6,513,337 4 881,906
Retention creditors 11,993,811 7,900,703
Other payables 24 325583 9,676,863
Consumer debtors in credit 7,365,838 4 531,529

52,402,609 44,812,754
18. VAT payable

821,729 2,308,908

Tax refunds payables

The VAT is disclosed as a receivable of R 864,049 (2014: R 0) and a payable of R 1,036,856 (2014 : R 2,308,908). Refer to note 10

19. Consumer deposits

Water

The consumer deposits have been paid to the water services authority.
20. Revenue

Service charges

Rental of facilities and equipment
Licences and permits

Fees earned

Commissions received

Other income

Interest received - investment
Property rates

Property rates - penalties imposed
Government grants & subsidies
Fines, Penalties and Forfeits

The amount included in revenue arising from exchanges of goods or services

are as follows:

Service charges

Rental of facilities and equipment
Licences and permits

Fees earned

Commissions received

Other income

Interest received - investment
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- 1,192,319
8,730,813 7,984,926
420,071 557,171
6,738,786 6,413,748
652,491 648,495

- 4839601

943,204 667,280
7,209,049 5,783,951
75,360,585 70,009,714
7621393  5383,223
313,483,339 226,471,252
1,829,100 1,525,450
422,988,831 330,284,811
8730,813 7,984,926
420,071 557,171
6,738,786 6,413,748
652,491 648,495

- 4,839,601

943,204 667,280
7,209,049 5,783,951
24,694,414 26,895,172
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20. Revenue (continued)

The amount included in revenue arising from non-exchange transactions is as

follows:

Taxation revenue

Property rates 75,360,585 70,009,714

Property rates - penalties imposed 7,621,393 5,383,223

Transfer revenue

Government grants & subsidies 313,483,339 226,471,252

Fines, Penalties and Forfeits 1,829,100 1,625,450
398,294,417 303,389,639

21. Property rates

Rates received

Residential 78,171,529 70,169,502

Less: Income forgone (2,810,944) (159,788)
75,360,585 70,009,714

Property rates - penalties imposed 7,621,393 5,383,223

82,981,978 75,392,937

Valuations

Residential

Commercial

Government

Municipal

Small holdings and farms
Schools

Mines

Churches

Valuations on land and buildings are performed every 4 years. The last general valuation came into effect on 1 July 2011, Interim
valuations are processed on a need basis to take into account changes in individual property values due to alterations and

subdivisions.

A general rate is applied to property valuations to determine assessment rates. Rebates of 30% are granted to residential and state

property owners.

Rates are levied on an annual basis and paid on monthly basis with the final date for payment being 30 June 2015. Interest at prime

2,045,897,000
1,135,312,000
940,451,000
87,739,600
1,079,516,000
22,600,000
460,400,000
23,735,000

2,045,897,000
1,135,312,000
940,451,000
87,739,600
1,079,516,000
22,600,000
460,400,000
23,735,000

5,795,650,600

5,795,650,600

plus 1% per annum and a collection fee of is levied on rates outstanding two months after due date.

The new general valuation was implemented on 01 July 2011, the municipality has requested an extension on the validity of the
valuation roll from the office of the MEC for local government. The extension was granted.

22. Service charges

Refuse removal
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23. Government grants and subsidies

Operating grants

Equitable share 181,634,000 148,108,000

Municipal Systems Improvement Programme Grant 98,000 890,000

EPWP 1,269,066 1,000,000

FMG 930,552 1,659,174
183,931,618 151,657,174

Capital grants

Municipal Infrastructure Grant 62,676,322 55,171,078

INEP Grant 60,610,189 14,215,000

Neighhbourhood Development Grant 6,265,210 5,528,000
129,551,721 74,914,078

313,483,339 226,471,252

Equitable Share

In terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community members.

All registered indigents receive 100% subsidy on a monthly basis for rates and refuse , which is funded from the grant.

INEP Grant

Current-year receipts
Conditions met - transferred to revenue

Conditions met - see receivables from non-exchange (see note 9)

The grant is used for electrification acceleration projects. No funds were withheld.

FMG
Balance unspent at beginning of year

Current-year receipts
Conditions met - transferred to revenue

Conditions still to be met - remain liabilities (see note 15)

The grant is used to cater for the finance management interns, their training and any other financial management reforms. No funds

were withheld.
MSIG

Current-year receipts
Conditions met - transferred to revenue

Conditions still to be met - remain liabilities (see note 15)

This grant is used to assist the municipality with building in-house capacity to perform their functions and stabilise institutional and

governmental systems. No funds were withheld.
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60,000,000 14,215,000
(60,610,189) (14,215,000)
(610,189) -

- 9,174

1,600,000 1,550,000
(930,652)  (1.559,174)
669,448 -

934,000 890,000
(98,000) (890,000)
836,000 -
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23. Government grants and subsidies (continued)

EPWP
Current-year receipts 1,364,000 1,000,000
Conditions met - transferred to revenue (1,269,066) (1,000,000}

94,934 -

Conditions still to be met - remain liabilities (see note 15)

The grant is used for salaries of employees for the Extended Public Works Programme. No funds were withheld.

MIG

Balance unspent at beginning of year - 14,520,078
Current-year receipts 96,745,000 40,651,000
Conditions met - transferred to revenue (62,676,323) (55,171,078)

34,068,677 -

Conditions still to be met - remain liabilities (see note 15)

This grant is for the implementation of projects approved by MIG.The municipality was allocated R61,745,000 for 2015 which was fully
spent during the period, additional funds of R35,000,000 were received published under the Division of Revenue Amendment Act (Act
No. 38 of 2014) on page 12 of the Government Gazette 38613 dates 31 March 2015. The roll forward has been approved by National

Treasury. No funds were withheld.

NDP Grant

Balance unspent at beginning of year 15,568 -
Current-year receipts 10,000,000 5,628,000
Conditions met - transferred to revenue (6,265,210) (2,012,432)
Transferred back to National Treasury - (3,500,000)

3,750,358 15,568

Conditions still to be met - remain liabilities (see note 15)

The grant is used to enshance economic development projects including Burgersfort and Practiseer Hawkers Facilities. Funds were
repaid to National Treasury in 2014.

LG SETA Grant

Balance unspent at beginning of year =
Current-year receipts 133,879 -
Conditions met - transferred to revenue N

133,979 -

Conditions still to be met - remain liabilities (see note 15)

The grant is is used for work skills plan for employees training. No funds were withheld.

Page 39



Greater Tubatse Municipality

(Registration number Lim 475)
Trading as Greater Tubatse LM

Annual Financial Statements for the year ended 30 June 2015

Notes to the Annual Financial Statements

Figures in Rand 2015 2014
24. Other revenue
Fees earned 652,491 648 495
Commissions received - 4,839,601
Fines, Penalties and Forfeits 1,829,100 1,625,450
Other income 943,204 667,280
Licences and permits 6,738,786 6,413,748
10,163,581 14,094,574
25. General expenses
Allowances traditional leaders 368,799 115,454
Advertisements 691,339 629,133
Refurbishment 461,010 -
Auditors remuneration 3,033,678 2,404,365
Bank charges 345,659 314,679
MSIG - Implementation of GRAP standards 98,000 -
Land use management scheme 467,886 159,700
Consulting and professional fees 13,499,865 15,339,918
Debt collection 742 341 -
LED Strategy 1,151,586 -
Electrification projects 55,965,643 33,421,850
Entertainment 595 884 346,714
Insurance 441 927 396,241
IT management 3,273,227 695,645
Promotions and sponsorships - 337 544
Magazines, books and periodicals 255,816 57,580
EPWP - Implementation of grant 1,269,066 -
Performance bonus provision realisation (678,536) -
Fuel and oil 1,394,977 970,702
Printing and stationery 493,215 909,138
Protective clothing 198,813 381,204
Royalties and license fees 80,353 50,102
Occupational health and safety 706,935 294 601
Employee wellness 302,818 425176
Subscriptions and membership fees 885,054 710,753
Telephone and fax 1,125,016 1,361,271
Training 530,415 1,132,816
Travel - local 7,545 536 5,288,172
Refuse 15,226 1,360
Special programs 4,329,950 4,223,020
Ward committee 3,448,400 3,483,000
Skills development program 1.046,937 -
Implementation of FMG grant 930,652 980,662
Hawker's fees 3,102,315 1,504,653
Billing charges 13,655,091 (3,938,678)
Other expenses 3,821,040 1,303,723
Rent of equipment and offices 17,926,490 21,436,311
143,522,323 94,736,819
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26. Employee related costs
Basic 51,738,563 48,930,782
Medical aid - company contributions 4 425 325 3,852,081
UIF 416,784 396,212
Industrial council levy 23,608 20,085
Skills development levy 762,681 717,882
Leave pay provision charge 2,626,739 (5,799,092)
Defined contribution plans 11,297,921 10,476,561
Overtime payments 2,054,925 1,987,584
Long-service bonus provision 451,000 638,000
13th Cheques 4,421,985 4,113,024
Car allowance 9,255,173 8,922 834
Housing benefits and allowances 392 666 388,142
Tellephone allowance 734,266 770,013
Other allwance 21,010 16,720
Standby allowance 3128 1,460,000
Post Employment Health Care Benefit Current Cost 1,356,000 2,742,000
89,981,774 79,632,828
Remuneration of Municipal Manager
Abitration 1,238,563 -
Acting allowance 162,590 -
Annual Remuneration - 985,541
Car Allowance - 132,000
Subsistence allowance 1,120 -
Telephone allowance - 17,809
1,402,273 1,135,350

The position of the Municipal Manager for the year under review was vacant and was occupied by Acting Municipal
Manager's. Mrs Monyepoa acted for the period 1 July 2014 to 31 August 2014, COGHSTA Seconded Mr Moja M.M from 8
September 2014 to 28 April 2015, Mrs Ramaipadi M.A acted from May 2015 to June 2015. The arbitration amount was paid

to the former Municipal Manager whose case was settled in court during the year under review.

Remuneration of Chief Finance Officer

Abitration 1,145,359 -
Acting allowances 267,174 304,863
Car Allowance 36,268 32,225
Leave pay 301,152 -
Other allowance 960 2,682

1,750,913 339,770

The position of the Chief Financial Officer was vacant for the year under review and occupied by Acting Chief Financial
Officer's, Mr Maepa M W acted from the 1 July 2014 to 31 August 2014, COGHSTA seconded Mr Mhangwana D who acted
from 8 September 2014 to 30 June 2015. The arbitration amount was paid to the former Chief Finance Officer whose case

was settled in court during the year under review.
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26. Employee related costs (continued)

Remuneration of Corporate and Human Resources (Corporate Services)

Acting allowance 9,637 -
Annual Remuneration 341,392 801,341
Car Allowance 71,063 170,550
Leave pay 147 535 -
Telephone allowance 8,095 37,428

577,722 1,009,319

The position for Director Corporate Service was vacant since November 2014 and was occopied by Acting Director Mr Motha J.M until
March 2015, the position has remained without an acting person since April 2015 to June 2015.

Remuneration of Community Services

Acting allowance 6,473 -
Annual Remuneration 434,946 845,891
Car Allowance 50,572 100,160
Housing allowance 12,000 24,000
Leave pay 110,209 »
Subsistence allowance 240 -
Telephone allowance 9,714 43,428

624,154 1,013,479

The position of Community Service Director was vacant since December 2014 and filled July 2015 and has since been occupied by
Acting Director Mrs Lingwati M.Y to June 2015.

Remuneration of Director Technical Services

Acting allowance 8,416 -
Annual Remuneration 426,184 711,558
Car Allowance 176,401 321,976
Leave pay 89,658 -
Other allowance - 12,269
Performance Bonuses - 59,028
Subsistence allowance 2,400 -

703,059 1,104,831

The remureation of the Director Technical Services was vacated in December 2014 and since January 2015 Mr Malungana M.E was
appointed acting Director to 30 June 2015

Remuneration of Director Land and Economic Development

Acting allowance - 225214
Annual Remuneration 817 944 765,512
Car Allowance 180,000 194,512
Telephone allowance 19,428 19,428
Other - 1,269

1,017,372 1,205,935
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27. Remuneration of councillors

Mayor 756,303 724,669
Speaker 617,690 583,908
Councillors 16,167,925 15,858,198
Chief Whip 580,391 548,719

18,122,309 17,715,494

In-kind benefits

The Mayor, Speaker and Chief Whip are full time and provided with office space and secretarial support at the cost of the Council.
The executive committee consists of full time and part time members.

The Mayor has the right of use of a municipal vehicle including a driver.

Remuneration of Mayor

Car allowance 183,859 175,950
Cellphone allowance - 20,868
Salary 551,576 527,851
Travel allowance 20,868 -

756,303 724,669

Remuneration of Speaker

Cellphone allowance 20,868 20,868
Car allowance 149,205 140,760
Salary 447 617 422 280

617,690 583,908

Remuneration of Chief Whip

Cellphone allowance 20,868 20,868
Car allowance 139,881 131,963
Salary 419,642 395,888

580,391 548,719

Remuneration of Councillors

Car Allowance 3,758,600 3,655,028
Cellphone allowance 1,180,230 1,251,987
Salary 11,229,095 10,951,183

16,167,925 15,858,198

28. Debt impairment

Contributions to debt impairment provision 17,908,037 1,800,000

29. Fair value adjustments

Investment property (Fair value model) 48,790,600 4,140,600
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30. Depreciation and amortisation

Property, plant and equipment 106,169,596 105,656,302

31. Impairment of assets

Impairment

Property, plant and equipment 18,726,561 -
- Impairment indicators were identified for property, plant and equipment.

Trade and other receivables 1,453,792 967,571

- Impairment relates to fines issued that are not deemed recoverable within next financial year.
The impairment indicator is based on fine receipts compared to total fines issued during the
financial year.

Other receivables from exchange revenue 512,433 i
- Impairment relates to sundry debtors that are not deemed recoverable within next financial year.

20,692,786 967,571

32. Finance costs
Trade and other payables 1,889,366 425,049
Finance leases 285,361 -
Current borrowings 2,455,637 1,279,354
Other interest paid - 333,000
4,630,364 2,037,403

Total interest expense, calculated using the effective interest rate, on financial instruments not at fair value through surplus or deficit
amounted to R - (2014: R -).

33. Auditors' remuneration

Fees 2,887,370 2,310,687
Audit committee 146,308 93,778
3,033,678 2,404,365

34. Rental of facilities and equipment

Premises 420,071 SE7.A7

35. Contracted services

Professional services 9,666,230 1,701,061
Cash collection cost 309,410 312,295
Security services 7,819,363 11,391,634

17,795,003 13,404,990

36. Grants and subsidies paid

Other subsidies

Grant in Aid & Burial - 97,040
Free Basic Eletricity 3,734,692 3,483,987
3,734,692 3,581,027
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37. Cash generated from operations
Surplus 22,094,379 6,204,801
Adjustments for:
Depreciation and amortisation 106,169,596 105,656,302
Gain (loss) on sale of assets and liabilities 15,153,801 (3,847,000)
Other non-cash items (3,957,418) (20,952,813)
Fair value adjustments (48,790,600) (4,140,600)
Investment property 14,971,000 -
Finance costs 4,630,363 2,037,404
Impairment deficit 20,692,786 967,571
Debt impairment 17,908,037 1,800,000
Movements in retirement benefit assets and liabilities (6,333,000) 1,115,000
Movements in provisions 713,328 621,290
Changes in working capital:
Inventories (653,605) *
Receivables from exchange transactions (835,481) 3,531,425
Consumer debtors (28,310,472) (31,754,765)
Other receivables from non-exchange transactions 788,756 2647 075
Payables from exchange transactions (7,589,855) 10,058,928
VAT (623,130) (3,812,700)
Unspent conditional grants and receipts 39537828 (14,513,684)
Consumer deposits (1,192,319) 48,923
144,373,996 55,667,157
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38. Commitments

Authorised capital expenditure not completed

Already contracted for but not provided for

Facilities 25,569,037 -
Rural Cemetries - :
Electrification of villages 156,785,000 2,481,897

182,354,037 2,481,897

Total capital commitments
Already contracted for but not provided for 182 354 037 2 481 897

This committed expenditure relates to property and will be financed by available bank facilities, retained surpluses, rights issue
of shares, issue of debentures, mortgage facilities, existing cash resources, funds internally generated, etc.

Operating leases - as lessee (expense)

Minimum lease payments due
- within one year 16,990,613 15,446,679

- in second to fifth year inclusive 86,628,350 103,618,963
103,618,963 119,065,642

Greater Tubatse Municipality leases a building from Tubatse Properties (Pty) Ltd for a period of 10 years, effective from 1
July 2010. The lease payment is R877 800 per month with an annual escalation of 10%. No contingent rent is payable. The
lease agreement is not renewable at the end of the lease term.

Greater Tubatse Municipality leases a premises from Hannah Trust for a period of 3 years, effective from 1 May 2014. The
lease payment is R24 153 per month with an annual escalation of 7%. No contingent rent is payable. The lease agreement

is renewable at the end of the lease term.

There were no defaults or breaches and no terms or conditions were renegotiated during the reporting period.
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39. Contingent Liabilities and Assets
The following are the cases lodged within court:

Contingent liabilities
Mopicon vs GTM 2,571,001 2,571,001
The supplier was appointed to construct Bugersfort main road but they failed to deliver an the specifics

and GTM terminated their contract in 2010. The supplier then sued GTM for R2,571,001 for unlawful

termination of contract. Ongoing case which is anticipated to be wrapped up in April 2016.

Justice Kgoete vs GTM N N
Justice Kgoete applied for traffic manager position but was not appointed as one. He sued the municipality

through labour but did not appear on the court order dates. He is currently paying the municipality R3,000

(In total R75,000) for not appearing at the court on the dates that were set. Trail date has not been set yet.

Zwahuli Developers vs GTM 5 _
Zwahuli Developers bid for a tender and alleged that the municipality awarded it to another service provider

unfairly. They requested information from the municipality under access to information act. This

information was provided to the them in July 2015 and to date the matter has not been taken to court.

SAMWU vs COGHSTA & OTHERS 3 2
Urgent Application against the extension of Acting role of the Municipal Manager in July 2014. The labour

court ruled in favour of the Municipality in July 2014.

Loncon Developments (Pty) Ltd vs GTM 89,000,000 89 000,000
Loncon Development signed a land availability agreement with GTM in 1999 to build RDP houses. These

land was then later occupied by residents illegally. Loncon Development sued the Municipality for

R89,000,000 in 2012 for failure to protect the land against the illegal occupant. The matter is still ongoing.

Thushang Construction vs GTM 2,999,309 2,999,309
In 2000 Thushanag Construction was appointed to construct a stadium at Praktiseer township. The service 4 =
provider could finalise the project and the consulatant terminated their contract in 2000. In 2008 the

service provider sued the municipality through the high court for R2,999,308.72 compensation of unfair

termination. The matter was finalised in March 2015 and judgement has been reserved.

Limpopo Road Binders v GTM 1,835,524 1835524
In 2008 Limpopo Road Binders was appointed to construct a water drainage system at GaMapodile village. = =
At the time of service the municipality was undergoing cashflow crisis and service provider entered into a

cession agreement with the supplier of the material to used in order to get the material and commence the

work. The agreement was that the supplier of the material will be paid by the directly by the municipality,

however the service provider later sued for the value of the materials amounting R1,835,524.03. The

matter is still ongoing

Amelia Mashego v GTM 7,566,715 7,566,715
In 2008 the municipality offerred Amelia Mashego employment at a salary notch above the level that she

was appointed for. She sued the municipality through high court for R7,566,714.60 to compensate her for

the loss of income between then and her retirement date based on the salary notch she was offered. The

matter is still ongoing.

Munsoft (Pty) Ltd vs GTM 3,027,002 3,027,002
Service provider was appointed by the district municipality to assist local municipalities in preparation of
annual financial statements in 2013. They municipality did not pay the service provider as it believes that
the district should pay the service provider. The service provider then sued the municipality for the services
rendered amounting to R3027 002.38 through the high court. This matter is still ongoing.

106,999,551 106,999,551

40. Related parties

Relationships
Directors Refer to note 26

Councillors Refer to note 27

The Councillors and Directors are related parties and their transactions are included in note 26 and 27. The municipality has various
processes in place to identify and note any related party transactions. These processes range from disclosure by bidders on the bid
documents (MB4) to maintenance of a conflict of interest register. For councillors, the disclosure register is kept in the Office of the
Speaker whilst for other senior managers it is kept by the Corporate Services Directorate.

Councillors and Directors are related parties and their transactions are included in the notes to the financial statements.
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Figures in Rand 2015

2014

41. Prior period errors
The correction of the error(s) results in adjustments as follows:
Statement of Financial Position

1.1.a Property, plant and equipment
Balance as previously stated - 30 June 2014

Correction of prior period error
Provision for landfill rehabilitation not accounted for
Unbundling of roads, reclassification and duplicated journals corrected

Restated balance as at 30 June 2014

1.1.b Intangible assets
Balance as previously stated - 30 June 2014

Correction of prior period error
Duplicate journals, additions being corrected

Balance as previously stated - 30 June 2014

1.2 Receivables for non-exchange transactions
Balance as previously stated - 30 June 2014

Correction of prior period error
iGRAP 1 disclosure of fines not accounted for
Other receivables previously not included

Restated balance as at 30 June 2014

1.3 Provisions
Balance as previously stated - 30 June 2014

Correction of prior period error
Provision for landfill rehabilitation not accounted for
Finance cost not accounted for

Restated balance as at 30 June 2014

1.4 Trade and other payables
Balance as previously stated - 30 June 2014

Correction of prior period error

Duplicate clearing of salary suspense account
Retention creditors incorrectly allocated in duplicate
Creditor accounted for in the incorrect period

Other payables previously not included

Restated balance as at 30 June 2014

1.5 VAT payable
Balance as previously stated - 30 June 2014

Correction of prior period error
VAT incorrectly allocated in duplicate

Restated balance as at 30 June 2014
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1,449,089 504
4,488,982
(19,419,678)

1,434,158,808

—_—

64,062

166,822

230,884
3,107,103

372,486
883,306

4,313.093
6,771,861

4,488,982
410,590

11,671,433
38,895,325

(253,932)
4,429,792
17,663
1,723,905

44,812,754
2,852,918

(544.010)

2,308,908
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41. Prior period errors (continued)
1.6 Unspent grants
Balance as previously stated - 30 June 2014 3,515,567
Correction of prior period error
Transfer back to National Treasury (3,500,000)
Restated balance as at 30 June 2014 15,667
1.7 Consumer debtors
Balance as previously stated - 30 June 2014 72,690,305
Correction of prior period error
Correction of balances to agree to the age analysis 9,438,373
Restated balance as at 30 June 2014 82,128,678
1.8 Surplus for the year

58,879,305

Balance as previously stated - 30 June 2014

Correction of prior period error(s)

Reclassification of electrification projects from capitilased to operating expenses
Repairs and maintenance unaccounted for

Depreciation unaccounted for

Finance cost unaccounted for

Duplicate clearing of salary accounts

iGRAP 1 disclosure of fines not accounted for

Revenue and expenditure items being correctly accounted for

Restated balance as at 30 June 2014

1.9 Cash and cash equivalents
Balance as previously stated - 30 June 2014

Correction of prior period error
Correction of investment balances

Restated balance as at 30 June 2014

1.10 Other financial liabilities
Balance as previously stated - 30 June 2014

Correction of prior period error
Correction of loan balances

Restated balance as at 30 June 2014

1.11 Finance lease obligation
Balance as previously stated - 30 June 2014

Correction of prior period error

Derecognition of building lease now classified as operating leases
Recognition of omitted lease

Period adjustments

Restated balance as at 30 June 2014
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(33,421,850)
(1,447)
(2,000)

(410,590)
253,932
372,486

(25,669,836)

6,204,801

— e

108,638,895

102,863

108,741,758
15,299,940

164,862

15,464,802
27,718,355

(24,723,745)
1,141,058
80,768
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41. Prior period errors (continued)

1.12 Operating lease obligation
Balance as previously stated - 30 June 2014 -

Correction of prior period error

Recognition of operating lease liability 13,594,141
Accounting for accrual on the lease expense 2,683,247
Restated balance as at 30 June 2014 16,277,388

42. Going concern

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

43. Unauthorised expenditure

Opening balance 77,687,230 77,687,230
Unauthorised expenditure - on cash votes 1,423,238 -
79,110,468 77,687,230

Current year unauthorised expenditure relates to overspending of remuneration to councillors and employee cost due to the upper
limits salary determination being promulgated late.

Council has referred this amount to the MPAC for investigation and subsequent ratification

44. Fruitless and wasteful expenditure

Opening balance 318,123 77,319
Fruitless and wasteful expenditure 1,631,202 240,804
1,849,325 318,123

Included in the current year is an amount of R1,3 million for interest charged on invoices for the Operation Mabune Project. The grant
money for this project was received late and thus the invoices were paid late incurring the interest penalty.

Council has referred this amount to the MPAC for investigation and subsequent ratification.

45. Irregular expenditure

Opening balance 121,760,963 87,157,244
Expenditure current year 16,058,399 34,603,719

137,819,362 121,760,963

Council has referred this amount to the MPAC for investigation and subsequent ratification

Details of irregular expenditure — current year
Disciplinary steps taken/criminal proceedings
Non compliance SCM regulations Currently under investigation 1,297,086
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46. Additional disclosure in terms of Municipal Finance Management Act

Audit fees

Opening balance (429,970) 1,880,617

Current year fee 3,158,172 -

Amount paid - current year (3,158,173) (2,310,587)

(429,971) (429,970)

SALGA Fees

Current year subscription / fee 810,355 809,410

Amount paid - current year (810,355) (809,410)

PAYE and UIF

Current year subscription / fee 18,245,622 16,921,191

Amount paid - current year (18,245,622) (16,921,191)

Pension and Medical Aid Deductions

Current year subscription / fee 26,523,701 24,740,964

Amount paid - current year (26,511,329) (24,740,964)
12,372 -

VAT

VAT receivable 42,320 -

VAT payable - 2,308,908
42,320 2,308,908

VAT output payables and VAT input receivables are shown in note 10 and 18.

All VAT returns have been submitted by the due date throughout the year. The municipality is registred on the cash basis and the

timing of payments to/from SARS is at the end of each month.
Councillors' arrear consumer accounts

Councillors had arrear accounts on 30 June 2015 .

30 June 2015 Outstanding Total
more than 90 R
days
R
Councillor M D Nkosi 17,704 17,704
17,704 17,704
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46. Additional disclosure in terms of Municipal Finance Management Act (continued)

30 June 2014 QOutstanding Total
more than 90 R
days
R
Councillor M D Nkosi 19,401 19,401

The Councillor was entered into a repayment agreement for R500 per month with the Municipality. This agreement will be rediscussed.
47. Utilisation of Long-term liabilities reconciliation

Long-term liabilities raised 15,910,490 15,464,802

Long-term liabilities have been utilized in accordance with the Municipal Finance Management Act. Sufficient cash has been set aside
to ensure that long-term liabilities can be repaid on redemption date.
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ANNUAL REPORT OF THE AUDIT COMMITTEE FOR THE 2014/2015 YEAR .

1. INTRODUCTION

In terms of section 166 2 [b] of the Municipal Finance Management Act, No. 56 of
2003 (MFMA), the Audit Committee is required to report in the Annual Report of the
Municipality on their perception of the overall control environment and whether or not

they consider that the Annual Financial Statements should be accepted by the
Council. '

The Committee comprised Four (4) independent members as at the end of the
current reporting period.

The Audit Committee is pleased fo present its Annual report for the financial year

“ended 30 June 2015.

2. TERMS OF REFERENCE -

The Audit Committee has adopted an Audit Committee Charter which sets out the

_ fundamental roles and responsibilities of the Committee. The Charter was informed

by the rfaq'uirements of section 166 of the MEMA. The Committee has conducted its
aﬁairs in line with this Charter.

3. AUDIT COMMITTEE MEMBERS

The following new Audit Commitiee members were appointed by Council on 8 May
2015.

Member - Position
Adv. L Thubakgale - Chairperson -
Adv.-T Malatji Member

-1 Mr J Mpjana : Member
Mr. S Simelane | Member

4. ATTENDANCE OF MEETINGS .

During the period under review, the Committee had not met due to the fact that the
appointment were with effect from 1 June 2015.
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5. RESPONSIBILITIES OF THE AUDIT COMMITEE

The Committee reports on its responsibiliies as outlined in its Audit
Committee Charter which is guided by section 166 of the MFEMA. The

following are the fundamental roles and responsibilities of the Audit
Committee: '

4 Oversight over Internal Audit.

& Oversight over External Audit.

4 Financial compliances and Review of the. Annual Financial
Statements _

& Internal Controls

# Risk Management.

- Performance Management.

=% Compliance matters

5.4 RESPONSIBILITIES RELATING TO INTERNAL AUDIT

Internal Audit reports administratively to the Municipal Manager and
functionally to the Audit Commitiee. The Audit Commitiee thus provides the
mandate for the Internal Audit unit. The Committee approved the following
administrative documents for the unit:

% Internal Audit Charter.

& Internal Audit Methodology.

« Internal Audit Plan 2014/15.

<+ Three Year Internal Audit Strategic Plan 2014/15 to 2016/17.

The Committee monitors and evaluates the implementation’ of the Internal
Audit plan and provide feedback to Management and Council on the work
performed by the Internal Audit unit. The Committee reports that the Internal
Audit plan 2014/15 was not implemented fully by the unit with additional ad-
hoc audit requested by management. '

The Manager Internal Audit attended all Committee meetings during the
financial year and provided the following information o the Audit committee:

& Quarterly internal audit progress report against the audit plan,

<& All the internal audit reports and key findings for our scrutiny,

-+ Progress by management on implementing agreed action plans
that address issues raised.

The Audit Committeé commends the Municipality on the efforts made to
increase the internal capagcity of the internal Audit function, which included

amongst others, the renewal of appointment of an additional internal auditor
during the current financial year.

The Committee notes and commends the Municipality’s management and leadership

2
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on the improved suppert and recognition of the Internal Audit Department during the
execution of its responsibilities. This has resulted info an improved attitude and
efforts to resolve internal audit findings by the staff of the Municipality as a whole.

Based on our evaluation of the work performed by the Internal Audit Department and
the feedback received from the Auditor General, the Committee is of the opinion that
despite the fact that a generally sound system of internal control existed during the
year under review, certain internal control weaknesses identified by the Internal Audit
Department and the Auditor General still require to be addressed by management

especially in the areas of supply chain management, asset management and
performance management.
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5.2

5.3

RESPONSIBILITIES RELATINGTO EXTERNAL AUDIT

The Committee noted that the Office of the Auditor General indicaied in its
Audit reports 2013/14 and 2014/15 indicated that an adequate management,
accounting and information system which accounts for assets was not in
place, as required by section 63(2) a of the MFMA.

We have also been presented and reviewed the External Auditors report for
2014/14 Financial Year on the annual financial statement which highlighted

. certain serious deficiencies in the system of internal control. The Audit

Committee has advised management to improve in the implementation of
both the Intemal and External Audit recommendations and to take all

reasonable steps to ensure that internal control weaknesses identified are
resoived timeously.

The Municipality received a disclaimer opinion in the year under review. The

municipality has struggled to deal with implementation and application of
GRAP 17 since it become effective.

The Audit Committee encourages continued intsraction between Internal and

External Auditors to ensure that their functions complement each other and to
avoid duplication of efforts.

The Audit Committee reports that it has executed its responsibilities relating to

the external audit function in line with the requirements’ ef the Municipal
Finance Management Act.

The Audit Committee wishes to encourage Management.to involve the Audit
Committee during the performance of the external audit to ensure that the
Municipality retains an effective and efficient Audit Committee.

RESPONSIBILITIES RELATING TO ANNUAL FINANCIAL STATEMENTS

The Audit Committee is mandated by the MFMA to review the Annual

Financial Statements and provide technical input before they are submitted to
the Office of the Auditor General.

The Audit Committee commends management with efforts made to compile

the financial statements. This was done with the assistance of the
consultants.

The Audit Committee reporis that the Annual Financial Statements were
presented to the Committee for review, however, the Committee could not

fully execute its responsibilities relating the annual financial statements due to
the following challenges:

<% The version of the financial statements submitted to the
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Commitiee on the agreed date was materially incomplete and

different from the version which was presented fo the Commitiea
for approvail.

< The Commitiee did not have adequate time to review the final -
version to be presented to the external auditors.

# The Committee was not provided with the supplementary
schedules, reconciliations and other applicable information on time

to enable it to conduct an efficient review on the annual financial
statements.

The Committee recommends that Management should, in the future submit
the final version of annual financial statements to the Committee with the
relevant supplementary information ‘in order to ensure that the process of

review and approval of financial statements is effective and adds value to the
Municipality.
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53 RESPONSIBILITIES RELATINGTO ANNUAL FINANCIAL STATEMENTS

{continued)

The Committee acknowledges the report of the Auditor General which was
presented. The management comments and the findings of the Committee in

this regards will be tabled in a separate report fo Council.

The Committee reports that the Municipality obtained a disclaimer opinion for
the 2014/2015 financial period, which is similar to that of the previous financial

period.

The Committee notes the improvement in the matters reported as basis for
the qualification and encourages the Municipality fo address these areas in

the coming financial year.

The Committee concurs and accepts the Auditor General's conclusions on the
annual financial statements and is of the opinion that the audited Annual
Financial Statements for 2014/2015 be read together with the audit report of

the Auditor General.

5.4 RESPONSIBILITIES RELATING TO RISK MANAGEMENT PROCESS

The Gommittee appreciates the appointment of the Chairperson of the Risk
Management Commitiee. Progress made into the implementation of the risk
registers is noted. However focus needs to be placed on . Security
Management, Fraud and Corruption Management ~and [T governance
framework requirements as the Business Continuity plan and related IT

policies.

The Committee noted the effectiveness and independency of. the Risk
Management Committee as chaired by an independent person. The
accounting officer is advised to monitor the progress of the implementation of
the risk management action plans and progress thereof must be reported to

the Audit Committee on quarterly basis.
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5.5 RESPONSIBILITIES RELATING TO PERFOMANCE MANAGEMENT

The Audit Committee reports that the Municipality has a performance
management system in place and that processes are in place o report on the
performance information, however the Municipality still faces challenges

regarding the effectiveness of such processes.

The Committee want to'recommend that more effort is required to ensure the
reliability of the reported information, in terms of its completeness, accuracy

and validity.

6. APPRECIATION

The Committee wishes to express its sincere appreciation to Coungil, the
Municipal Manager, Management, Auditor General. South. Africa, the
Department of Co-operative Governance, Human settlement and Traditional
aftairs, Provincial Treasury, the Sekhukhune District Municipality, SALGA and
all other stakeholders involved for their unwavering support and interest in the

activities of the Committee during the year under review.

. A special word of appreciation is extended to Mrs. Moditela Mametja -and her
team in Internal Audit unit for their steadfast efforts during the year under

review.
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Report of the auditor-general to the Limpopo
provincial legislature and the council on Greater
Tubatse Local Municipality

Report on the financial statements

Intfroduction

1.

| was engaged to audit the financial statements of the Greater Tubatse Local
Municipality set out on pages xx to xx which comprise the statement of financial
position as at 30 June 2015, the statements of financial performance, changes in net
assets, cash flows and the statement of comparison of budget information with actual
information for the year then ended and the notes, comprising a summary of
significant accounting policies and other explanatory information.

Accounting officer’s responsibility for the financial statements

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

these financial statements in accordance with South African Standards of Generally
Recognised Accounting Practice (SA standards of GRAP) and the requirements of
the Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003)
(MFMA)} and the Division of Revenue Act of South Africa, 2014 (Act No. 10 of 2014)
(DoRA), and for such internal control as the accounting officer determines is
necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor-general’s responsibility

3. My responsibility is to express an opinion on the financial statements based on

conducting the audit in accordance with International Standards on Auditing.
Because of the matters described in the basis for disclaimer of opinion paragraphs,
however, | was unable to obtain sufficient appropriate audit evidence to provide a
basis for an audit opinion.

Basis of disclaimer of opinion

Accounting framework

4. The financial statements were not prepared in accordance with SA standards of

GRAP in all material respects. The following refers:

» The municipality did not account for prior period errors in terms of GRAP 3
Accounting policies, changes in estimates and errors. All prior period errors were
accounted for against the comparative statement of financial performance and
were not retrospectively restated as required by GRAP 3.



» The comparative amount for employee cost was restated by R8 238 511. This
restatement was not disclosed in the prior period restatements note as required by
GRAP 3.

* A material subsequent event regarding the proclaimed disestablishment of the
municipality and the establishment of a new municipality that amalgamates
Tubatse and Fetakgomo municipalities was not disclosed as required by GRAP 74
Events after the reporting date.

« The municipality did not adequately disclose the impairment of assets in the
financial statements as required by GRAP 21 Impairment of non-cash generating
assets which requires the municipality to disclose the nature of assets being
impaired, the events or circumstances that led to the impairment and the basis
used to determine the recoverable amount.

» The municipality did not comply with GRAP 16 Investment Property which requires
the municipality to disclose the methods and significant assumptions applied by
the Municipality in determining the fair value and whether the determination of fair
value was supported by the market evidence or other factors.

* The municipality did not comply with GRAP 25 Employee Benefits which requires
the municipality to disclose the general description of the type of plan used by the
municipality.

¢ The municipality did not comply with GRAP 24, Presentation of budget information
in financial statements which requires the municipality to disclose the statement of
budget comparison on a comparable basis to actual amounts in the financial
statements.

¢ The municipality did not disclose any financial risk exposures as required by
GRAP 104 Financial instruments.

Statement of financial performance

5. The comparative total for expenditure as per the statement of financial performance
stated as R330 284 811 is overstated by R51 800 913 due to casting errors in the
financial statements. There is a consequential impact on the comparative net
surplus.

Statement of changes in net assets

6. The statement of changes in net assets contains an unreconciled difference of
R 42 982 061 as a result of casting errors in the financial statements as well as
journals processed directly to retained earnings. Consequently | was unable to
obtain sufficient appropriate audit evidence to satisfy myself as to the correctness of
the statement of changes in net assets as it was impractical to do so.

Statement of budget and actual comparison

7. The statement of budget and actual comparison contains unreconciled differences
amounting to R 9 731 846 as a result of incorrect budget amounts reflected in the
statement as compared to the budget approved by Council. Additionally, the



explanations for significant variances between actual and budgeted amounts were
incorrect. Consequently, | was unable to obtain sufficient appropriate audit evidence
to satisfy myself as to the correctness of the statement of budget and actual
comparison.

Property, plant and equipment

8. The municipality did not recognise all work in progress expenditure in the accounting
records in accordance with GRAP 17, Property, Plant and Equipment. | identified
work in progress expenditure amounting to R 5 462 601 incurred by the municipality
which was not included in the accounting records and financial statements.
Consequently, property, plant and equipment stated at R1 342 587 248 in the
financial statements is understated there is a consequential impact on depreciation
and accumulated surplus for the current year. A municipal building valued at
R9 700 000 was incorrectly accounted for as, Investment Property (GRAP 16)
instead of Buildings under GRAP 17 Property, Plant and Equipment. This has a
consequential impact on the fair value gain and depreciation in the statement of
financial performance

Receivables from non-exchange transactions

8. The Municipality made a provision of R17 404 434 (2014: R 39 326 948) for the
impairment of receivabies from non-exchange transactions as disclosed in note 11 to
the financial statements in terms of GRAP 104, Financial Instruments. | was not able
to determine the reasonability of the assumptions used in determining this provision
as the relevant underlying information supporting the assumptions was not available.
| was not able to calculate what the impairment charge against receivables from non-
exchange transactions and impairment losses expense should have been had the
information been available. Consequently, | was unable to determine whether any
adjustments relating to receivables from non-exchange transactions stated at
R 92 375 995 (2014: R 55 508 206) in the financial statements and the consequential
impact on surplus for the period and accumulated surplus, were necessary.

Revenve

10. | was unable to obtain sufficient appropriate audit evidence that the municipality has
correctly billed for all service charges and property rates. The dumping site did not
have a weighbridge to enable the charging of dumping levies and the valuation roll
was not updated to ensure that all rate payers are billed for refuse collection and
property rates. | was unable to confirm the understatement of revenue by alternative
means. Consequently, | was unable to determine whether any adjustments to
revenue stated at R423 667 368 (2014: R330 284 811) in the financial statements
were necessary. Additionally, there is a consequential impact on the receivables from
non-exchange transactions.

Value added tax (VAT)

11. I was unable to obtain sufficient appropriate audit evidence for adjustments
amounting to R 6 150 071 processed to adjust VAT receivable. | was unable to
confirm these adjustments through alternative procedures. Consequently, | was
unable to determine whether any adjustment to the VAT receivable stated at
R 42 320 (2014: (R 2 308 908}} in the financial statements, was necessary.
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Payables from exchange transactions

12. | was unable to obtain sufficient appropriate audit evidence to verify payables from
exchange transactions amounting to R 17 848 369 as supporting payables listings
could not be availed for audit. Additionally, [ identified journals amounting to
R5 941 914 that could not be supported. | was unable to confirm the payables from
exchange transactions by altemative means Consequently, | was unable to
determine whether any adjustments to payables from exchange transactions stated
at R 52 402 609 (2014: R44 812 754) were necessary.

Cash flow statement

13. SA Standards of GRAP 2 Cash flow statements, requires that the municipality
summarises it's operating, investing and financing activities. Cash flows from
operating activities were understated by R 23 826 668 as a result of the municipality
not reflecting the cash flows as per the requirements of GRAP 2.

Prior year adjustiments

14. During 2014, | was unable to obtain sufficient appropriate audit evidence for journal
entries amounting to R232 592 150 and payment vouchers amounting to
R 25 404 817. Consequently, | was unable to determine whether any adjustment to
the financial statements was necessary. My audit opinion on the financial statements
for the period ended 30 June 2014 was modified accordingly. My opinion on the
current period’s financial statements is also modified because of the possible effect
of this matter on the comparability of the current period’s figures. | was also unable to
obtain supporting documentation for journals posted to accumulated surplus
amounting to R37 204 656 in 2015 as internal controls were not established over
recording and safekeeping of records. Consequently | was unable to determine
whether any adjustments relating to accumulated surplus stated at R1 650 174 473
(2014: R1 634 042 369) in the financial statements was necessary.

Commitmentis

15. | identified commitments to the amount of R 4 379 181 that were not included in the
financial statements. As the municipality did not maintain adequate records for
commitments, | was unable to determine the full extent of the understatement in
commitments as it was impracticable to do so. Consequently, | was unable to
determine whether any adjustment relating to commitments stated at R182 354 037
(2014: R2 481 897) in the notes to the financial statements was necessary.

Loans payable

16. The municipality had outstanding borrowings with a financial institution amounting to
R15 910 491 at 30 June 2015. These financing agreements contain certain loan
covenants which the municipality must comply with. Failure to comply with the debt
covenants may result in the reclassification of the loans to current borrowings in
terms of GRAP 1 Presentation of financial statements. The municipality could not
provide sufficient appropriate evidence to confirm whether it complied with all the
loan covenants. | was unable to confirm compliance by alternative means.



Consequently | was unable to confirm whether the loans have been correctly
classified as non-current liabilities.

frregular expenditure

17. The municipality did not include particulars of irregular expenditure in note 45 to the
financial statements as required by section 125(2)(d) of the MFMA. The municipality
made payments in contravention of the supply chain management requirements
which were not included in irregular expenditure, resulting in irregular expenditure
being understated by R8 454 387. The municipality did not have adequate systems
in place to identify and report on all irregular expenditure incurred. Consequently |
was unable to determine the full extent of the understatement in irregular expenditure
as it was impracticable to do so.

Disclaimer of opinion

18. Because of the significance of the matters described in the basis for the disclaimer of
opinion paragraphs, | have not been able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion. Accordingly | do not express an
opinion on the financial statements.

Emphasis of matter

19. | draw attention to the matters below. My opinion is not modified in respect of these
matters.

Restatement of corresponding figures

20. As disclosed in note 41 to the financial statements, the corresponding figures for 30
June 2014 have been restated as a result of errors discovered during 2015 in the
financial statements of the municipality for the year ended 30 June 2015.

Significant uncertainties

21. With reference to note 39 to the financial statements, the municipality is the
defendant in various lawsuits. The ultimate outcome of the matter cannot presently
be determined and no provision for any liability that may result has been made in the
financial statements.

Unauthorised expenditure

22. As disclosed in note 43 to the financial statements, unauthorised expenditure
amounting to R1 423 238 was incurred due to management’s failure in planning,
budgeting and financial management.

Fruitless and wasteful expenditure

23. As disclosed in note 44 to the financial statements, fruitless and wasteful expenditure
to the amount of R1 531 202 was incurred due to interest on late payments.

Material under spending of the conditional grants

24. As disclosed in note 15 to the financial statements, the municipality has materially
underspent its conditional grants by an amount of R39 553 395. The under spending
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relates to poor planning, human capacity constraints and delays in the tender
processes on capital projects. Due to the economic growth point of the municipal
area, the developments were mostly performed by the private sector. The allocated
grants were not in all instances used, as a consequence the municipality has not
achieved its objectives of rendering quality services to the community.

Additional matters

25. | draw attention to the matters below. My opinion is not modified in respect of these
matters.

Unaudited supplementary schedules

26. The supplementary information set out on pages xx to xx does not form part of the
financial statements and is presented as additional information. | have not audited
this schedule and, accordingly, | do not express an opinion thereon.

Unavudited disclosure notes

27. In terms of section 125(2)(e) of the MFMA the municipality is required to disclose
particulars of non-compliance with the MFMA. This disclosure requirement did not
form part of the audit of the financial statements and accordingly | do not express an
opinion thereon.

Withdrawal from the engagement

28. Due to the limitation imposed on the scope of the audit by management, | have
disclaimed my opinion on the financial statements. But for the legislated requirement
to perform the audit of the municipality, | would have withdrawn from the engagement
in terms of the ISAs.

Report on other legal and regulatory requirements

29. In accordance with the Public Audit Act of South Africa, 2004 {(Act No. 25 of 2004)
(PAA) and the general notice issued in terms thereof, | have a responsibility to report
findings on the reported performance information against predetermined objectives
for selected development priorities presented in the annual performance report,
compliance with legislation and internal control. The objective of my tests was to
identify reportable findings as described under each subheading, but not to gather
evidence to express assurance on these matters. Accordingly, | do not express an
opinion or conclusion on these matters.

Predetermined objectives

30. | performed procedures to obtain evidence about the usefulness and reliability of the
reported performance information for the following selected development priorities
presented in the annual performance report of the municipality for the year ended
30 June 2015:



» Development priority 2: Basic Service Delivery and Infrastructure Development on
pages x to x

» Development priority 5:Local Economic Development on pages x to x

e Development priority 5:Spatial Rational on pages x to x

31. | evaluated the reported performance information against the overall criteria of
usefulness and reliability.

32. | evaluated the usefulness of the reported performance information to determine
whether it was presented in accordance with the National Treasury’s annual reporting
principles and whether the reported performance was consistent with the planned
development priorities. | further performed tests to determine whether indicators and
targets were well defined, verifiable, specific, measurable, time bound and relevant,
as required by the National Treasury’s Framework for managing programme
performance information (FMPPI).

33. | assessed the reliability of the reported performance information to determine
whether it was valid, accurate and complete.

34. The material findings in respect of the selected development priorities are as follows:

Usefulness of reported performance information

35. | did not identify material findings on the usefulness of the reported performance
information for the following development priorities:

» Basic Service Delivery and Infrastructure Development
¢ Local Economic Development
* Spatial Rational

Reliability of reported performance information

Development priority: Basic Service Delivery and Infrastructure
Development

36. The FMPPI requires auditees to have appropriate systems to collect, collate, verify
and store performance information to ensure valid, accurate and complete reporting
of actual achievements against planned objectives, indicators and targets. Due to
inadequate systems | was unable to place reliance on the validity, accuracy and
completeness of the reported performance for basic service delivery and
infrastructure development. This was due to the fact that the auditee could not
provide sufficient appropriate evidence in support of the reported performance
information and differences identified between the reported performance information.
The municipality’s records did not permit the application of alternative audit
procedures.

Development priority: Spatial Rational

37. The FMPPI requires municipalities to have appropriate systems to collect, collate,
verify and store performance information to ensure valid, accurate and complete
reporting of actual achievements against planned objectives, indicators and targets.
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Significantly important targets were not reliable when compared to the source
information or evidence provided. This was due to a lack of standard operating
procedures or documented system descriptions for the accurate recording of actual
achievements recording and lack of frequent review of the validity of reported
achievements against source documentation.

Additional matier

38. | draw attention to the following matters:

Achievement of planned targefs

39. Refer to the annual performance report on pages xx to xx for information on the
achievement of planned targets for the year. This information should be considered
in the context of the qualified and disclaimer of conclusions expressed on reliability of
the reported performance information in paragraphs xx and xx of this report.

Adjustment of material misstatements

40. | identified material misstatements in the annual performance report submitted for
auditing on the reported performance information for basic service and infrastructure
development, local economic development and spatial rational development
priorities. As management subsequently corrected only some of the misstatements, |
identified material findings on the reliability of the reported performance information.

Compliance with legislation

41. | performed procedures to obtain evidence that the municipality had complied with
applicable legislation regarding financial matters, financial management and other
related matters. My material findings on compliance with specific matters in key
legislation, as set out in the general notice issued in terms of the PAA, are as follows:

Budget

42. Expenditure was incurred in excess of the limits of the amounts provided for in the
votes of the approved budget, in contravention of section 15 of the MFMA.

Annual financial statements, performance and annual report

43. The financial statements submitted for auditing were not prepared in all material
respects in accordance with the requirements of section 122 of the MFMA. Material
misstatements identified by the auditors were not corrected, which resulted in the
financial statements receiving a disclaimer of opinion.

44. The annual performance report for the year under review did not include measures
taken to improve performance as required by section 46(1)(c) of the MSA.



Audit commitee

45. The performance audit committee did not review all the quarterly internal audit
reports on performance measurement, as required by Municipal planning and
performance management regulation 14(4)(a)(i).

46. The performance audit committee did not submit, at least twice during the financial
year, an audit report on the review of the performance management system to
Council, as required by Municipal planning and performance management regulation

14(4)aiii).

47. The audit committee did not meet at least four times a year, as required by section
166(4)(b) of the MFMA.

48. The performance audit committee did not meet at least twice during the financial
year, as required by Municipal planning and performance management regulation
14(3)(a).

Procurement and contract management

49. Quotations were accepted from prospective providers who are not registered on the
list of accredited prospective providers and do not meet the listing requirements
prescribed by Supply Chain Management (SCM) policy in contravention of SCM
regulation 16(b) and 17(b).

50. Goods and services of a transaction value above R200 000 were procured without
inviting competitive bids, as required by SCM regulation 19(a). Deviations were
approved by the accounting officer even though it was not impractical to invite
competitive bids, in contravention of SCM regulation 36(1).

51. Contracts were extended without tabling the reason for the proposed amendment in
the Council of the municipality, as required by section 116(3) of the MFMA.

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

53. Awards were made to providers who are in the service of the municipality in
contravention of section 112(j) of the MFMA and SCM regulation 44.

54. Persons in service of the municipality whose close family member had a private or
business interest in contracts awarded by the municipality failed to disclose such
interest, as required by SCM regulation 46(2)(e).

55. Prospective providers were not invited to apply for listing in the list of approved
prospective providers at least once a year as per the requirements of SCM regulation
14{1)(a)(ii) and 14(2).

Human resource management and compensation

56. The senior managers directly accountable to the municipal manager did not sign
performance agreements as required by section 57(2)(a) of the Municipal Systems
Act, 2000 (Act No. 32 of 2000) (MSA).



Expenditure management

57. Money owing by the municipality was not always paid within 30 days as required by
section 65(2)(e) of the MFMA.

58. An adequate management, accounting and information system was not in place
which recognised expenditure when it was incurred, accounted for creditors and
accounted for payments made, as required by section 65(2)(b) of the MFMA.

59. Reasonable steps were not taken to prevent unauthorised, iregular as well as
fruitless and wasteful expenditure, as required by section 62(1)(d) of the MFMA

Consequence management
60. Unauthorised, irregular and fruitless and wasteful expenditure incurred by the

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

Internal control

61. | considered internal control relevant to my audit of the financial statements, the
annual performance report and compliance with legisiation. The matters reported
below are limited to the significant internal control deficiencies that resulted in
disclaimer of opinion, the findings on the annual performance report and the findings
on compliance with legislation included in this report.

Leadership

62. Oversight responsibility regarding financial and performance reporting and
compliance and related internal controls was not exercised as those charged with
governance did not investigate unauthorised, irregular and fruitless and wasteful
expenditure incurred by the municipality in the prior years.

63. There was no detailed review of the financial statements and the annual performance
report, resulting in several misstatements not identified and corrected.

64. Municipal officials that deliberately or negligently ignore their duties and disobey
legislation were not dealt with through an adequate performance management
process as performance evaluations were not done for the year under review.

65. There is a lack of commitment to address deficiencies identified by the auditors as
evidenced by many repeat findings. The action plan was not fully implemented and
not regularly monitored.

Financial and performance management

66. There is lack of financial reporting skills in the municipality which results in over
reliance on the work of consultants.

67. The basic accounting principles of daily and monthly accounting and reconciling have
not been implemented.
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68. Supply chain management processes were inadequate resulting in irregular
expenditure.

69. The financial statements and other information to be included in the annual
performance report are not reviewed for accuracy and completeness by the
accounting officer.

Governance

70. The internal control monitoring mechanisms of the audit committee and the internal
audit are not functioning optimally, as many control weaknesses are only uncovered
during the audit of the financial statements and performance information

Aushid ™ G eMerRhL
Polokwane

30 November 2015

AUDITOR-GEMNMER AL
SO UTH AFRICA

Audifing to build public confidence
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Auditor General Findings Action Plan




FINANCIAL YEAR

2015/16

Municipality Name

Greater Tubatse

Audit Opinion Disclaimer
Reporting Period 2014/15
# Audit Findings Ca;m%ol Description of Finding Finding status |Root Cause Action Plan Description Start Date colrl;;;l'eeﬂon ResP::‘:i'ble Progress peatilioE ooress

Matters affecting the

quarterly performance reports not

Performance of the Performance
audit committee not reviewed

(1) Office of the MM to review the
performance of the Audit committee and

1 gf.:i:::e":"ed S — reviewed by the Performance audit Recurring Performance committee monthly by 18-Jan-16|  31-Mar-16| Not yet started
d P i ing a template that is signed off by
the MM at the end of each month
Performance of the Performance
The perfomance audit committee did audit committee not reviewed (1) Office of the MM to review the
. " not submit at least twice during the performance of the Audit committee and
gf.:i:::e":"ed :}Zﬁiﬁ:gec;:'g the financial year an audit report on the Recurring Performance committee monthly by 18-Jan-16|  31-Mar-16 Not yet started
d P review of the performance generating a template that is signed off by
management system to Council the MM at the end of each month
) ) F of the F ) )
Performance audit committee audit committee not reviewed (1) Office of the MM to review the
N " meetings not held as required by performance of the Audit committee and
gﬁi:ievf;med ;»Ilua;ilgrjsa&ec;;‘g the Municipal Planning and Performance Recurring Performance committee monthly by 18-Jan-16] 31-Mar-16 Not yet started
d P Management Regulations (GNR 796 generating a template that is signed off by
of 24 August 2001) [the MM at the end of each month
(1) PMS not reviewed regularly  |(1) POE files for PMS be reviewed
0 a No source documents to support the M
o . lonthly arterly to ensure that the quartel,
gf.:i:::e":"ed gahé: rlsmporlam performance reported in the annual Recurring ( ¥) ?:ponsr ive pmplg”y supporlqelé wimy 18-Jan-16|  31-Mar-16 Not yet started
d report for Electrification projects :
Evidence
No D 05 i & (1) PMS not reviewed regularly  [(1) MM to sign off the POEs to confirm
Predetermined Other important OPEAE CTTIES ([ [ Z501D . (Monthly) that the file was reviewed before
Obiectis ensure that source documents are Recurring o N 18-Jan-16] 31-Mar-16 Not yet started
bjectives matters o P 3 submission for audit.
verified before submission for audit
The Municipality has not (1) Review all performance targets to
implemented a performance esnuer that they comply with the SMART
The Performance reported in the manageme_nt systems that is principle.
Predetermined Other important annual performance report diffres . ISMART- Simple,
Objectives matters from the performance as per Recurring  |\Measurable, Accurate,Relevant | (2) Al Directors to submit the confirmation| 18-/an-16|  31-Mar-16| Not yet started
progress reports and Time bound) that they have reviewed all targets as part
of the Midterm review (section 72)
The Perfmannce of the Audit
committee not reviewed (1) Office of the MM to review the
. " The Audit committee did not meet for performance of the Audit committee and
1 gf.:i::e":"ed :lljadtilzia:;ec;:!g iy the minimum number of types Recurring Performance committee monthly by 18-Jan-16|  31-Mar-16| Not yet started
d P recommeded generating a template that is signed off by
the MM at the end of each month
Lack of oversight on all Council  |(1) Compile a list of all policies that went
There is no control to ensure that policies to Council,
Other important policies approved by Council are o . iar
1|Records fzize and signed off on each Recurring (2) MM to initial and sign all pages to 18-Jan-16|  31-Mar-16| Not yet started
page to avoid alterations ensure that alterations are not permitted
unless authorised.
Attendance register and Agenda |(1) The next staff meeting quartely include
U No evidence of employees Iofli::t;:s s‘(:;fr erneenng were l:; the agenda :i:rnc::e of conduclranicls 'ael\r
2|Human Resources iz por acknowledging existence of policies Recurring p?esem il 9 egister. 18-Jan-16|  31-Mar-16| Not yet started
and commitment to comply with them P!
Information Other important a Governance Guidance checklist |(1) Develop an IT strategy L. Mo
1 Technolog i No IT Strategy developed Recurring or IT not devel 18-Jan-16|  31-Mar-16| Not yet started
FINANCE DEPARTMENT
Performance of the MPAC not (1) The Report of Irregular Expenditure to
reviewed by EXCO / Council to  |date be submitted to the MPAC for review
" Investigations by MPAC for Irregular, ensure that its work is executed  |and investigation
1|Procurement Matters affecting the| Unauthorised, or Fruitless Recurring ~ |promptly 18-Jan-16|  31-Mar-16| CFO Not yet started

auditor’s report

not promptly

(2) MPAC generate a report to confirm
that they have reviewed the Irregular
Expenditure




FINANCIAL YEAR

2015/16

Municipality Name

Greater Tubatse

Audit Opinion Disclaimer
Reporting Period 2014/15
Audit Findings Ca;mxol Description of Finding Finding status |Root Cause

Matters affecting the|

Differences between SoBC and

(1) AFS not properly done and
reviewed before submission to
the AG.

Action Plan Description

(1) for all findings that relate to the quality
of the AFS the following appraoch is
propsed:

(1.1) The Municipality should appoint SP
(due to capacity early) to prepare the
Municipality for an early audit (interim
audit), The SP who assisted the
Municipality in the previous financial year

Start Date

Completion
Date

Person
Responsible

Progress

Narrative to Progress

2|Other Disclosure |2 %0 & o approved budget by Council (AFS Recurring 18-Jan-16|  31-Mar-16] CFO Not yet started
P and Budget Differences) are PWC (AFS) and Engnet (Assets)
(2) The performance of the SP be
monitored weekly,
(3) The SP should start with addressing
the prior year audit findings
(1) AFS not properly done and (1) for all findings that relate to the quality
reviewed before submissionto  |of the AFS the following appraoch is
the AG. propsed:
(1.1) The Municipality should appoint SP
(due to capacity early) to prepare the
Municipality for an early audit (interim
audit), The SP who assisted the
. Matters affecting the[No Accounting policy on Budgets in . Municipality in the previous financial year - Jan- Mar-
3|Other Disclosure auditor's report the AFS Recurring are PWG (AFS) and Engnet (Assets) 18-Jan-16|  31-Mar-16] CFO Not yet started
(2)The performance of the SP be
monitored weekly,
(3) The SP should start with addressing
the prior year audit findings
(1) AFS not properly done and (1) Deviations report should be reviewed
reviewed before submission to monthly
Matters affecting the| .. N . . the AG.
4|Procurement auditor's repor(g Deviations not disclosed in the AFS Recurring (2) Review the AFS and compliance 18-Jan-16|  31-Mar-16] CFO Not yet started
(2) Dsiclosure checklist to the the [checklist before submission to the AG
AFS not compiled
(1) AFS not properly done and (1) for all findings that relate to the quality
reviewed before submissionto  |of the AFS the following appraoch is
the AG. propsed:
(2) Dsiclosure checklist to the the |(1.1) The Municipality should appoint SP
AFS not compiled (due to capacity early) to prepare the
Municipality for an early audit (interim
- - dit), The SP who assisted the
. cost prior period errors not auctt), PIStec
5|other Disclosure [ Maters affecting thef, o i- oy bt not disclosed in note 41 | Recurring Municipality in the previous financial year | g jan.16|  31-Mar-16| CFO Not yet started
auditor’s report s are PWC (AFS) and Engnet (Assets)
(2)The performance of the SP be
monitored weekly,
(3) The SP should start with addressing
the prior year audit findings
(1) AFS not properly done and
':Vi%ed before submissionto (1) pisclosure checklist for MFMA and
. Matters affecting the|Non Compliance with GRAP . the AG. GRAP to be prepared for the AFS to L. Mo
€ [olier Bl auditor’s report Disclosures Hechng confirm that all disclosures were properly 18-Jan-16|  31-Mar-16] CFO Not yet started
(2) Dsiclosure checklist to the the [gone.
AFS not compiled
Audit action plan not implemented|(1) PWC to start early from 18 January
timely to start with the opening 2016 to address the opening balances
balances before addressing the
i current year errors 2) The report to be finalised to be
7|other Disclosure ~ [Maters affecting thelp o, oo augitfindings not resolved | Recurring y e oy e oo 18-Jan-16|  31-Mar-16| CFO Not yet started

auditor’s report

submission to Council for write off of the
balances that can not be located




FINANCIAL YEAR

2015/16

Municipality Name

Greater Tubatse

8|

Audit Opinion Disclaimer
Reporting Period 2014/15
Audit Findings Ca::;%ol Description of Finding Finding status |Root Cause

Matters affecting the

Records auditor’s report

[Jornals incorrectly and not properly
supported.

Recurring

Adjustments to the system and
out of the system on the
caseware file not reviewed and

Action Plan Description

(1) File of all Journals processed to be
reviwed and reconciled to Venus and
[caseware monthly reports to confirm that

by the F
officials

all are reviewed and properly
supported.

Start Date

18-Jan-16)

Completion
Date

31-Mar-16

Person
Responsible

Progress

Not yet started

Narrative to Progress

9|

Matters affecting the

Immovable Assets auditor's report

Differences between the TB and the
AFS

Recurring

(1) AFS not properly done and
reviewed before submission to
the AG.

() for all findings that relate to the quality
of the AFS the following appraoch is
propsed:

(1.1) The Municipality should appoint SP
(due to capacity early) to prepare the
Municipality for an early audit (interim
audit), The SP who assisted the
Municipality in the previous financial year
are PWC (AFS) and Engnet (Assets)
(2)The performance of the SP be
monitored weekly,

(3) The SP should start with addressing
the prior year audt findings

18-Jan-16)

31-Mar-16

CFO

Not yet started

10]

Matters affecting the|

Immovable Assets itor'
auditor’s report

[Work In progress understated

Recurring

(1) AFS not properly done and
reviewed before submission to
the AG.

(1) for all findings that relate to the quality
of the AFS the following appraoch is
propsed:

(1.1) The Municipality should appoint SP
(due to capacity early) to prepare the
Municipality for an early audit (interim
audit), The SP who assisted the

in the previous financial year
are PWC (AFS) and Engnet (Assets)
(2) The performance of the SP be
monitored weekly,

(3) The SP should start with addressing
the prior year audit findings

18-Jan-16

31-Mar-16|

CFO

Not yet started

Assets Matters affecting the

auditor’s report

Incorrect Accounting of PPE as
Investment Property

Recurring

(1) AFS not properly done and
reviewed before submission to
the AG.

() for all findings that relate to the quality
of the AFS the following appraoch is
propsed:

(1.1) The Municipality should appoint SP
(due to capacity early) to prepare the
Municipality for an early audit (interim
audit), The SP who assisted the
Municipality in the previous financial year
are PWC (AFS) and Engnet (Assets)
(2)The performance of the SP be
monitored weekly,

(3) The SP should start with addressing
the prior year audt findings

18-Jan-16)

31-Mar-16

CFO

Not yet started

12)

Matters affecting the

Liabilfties auditor’s report

Creditors Listing not submitted

Recurring

(1) The General Ledger of the
Municipality not reviwed monthly
to ensure that the TB / GL
reflects amounts that auditable

(1) The GL / TB should be reviwed|
monthly to confirm that the}
balances/transactions in the system are}
auditable (To be done with the SP for AFS|
(Scope amended to include the GL|
cleansing project).

18-Jan-16)

31-Mar-16

Not yet started

3|

Matters affecting the|

Liabilities auditor’s report

Payables Journals not valid

Recurring

Adjustments to the System
(venus and caseware (outside the|
system) not reviewed to ensure
that they are appropriately
supported

(1) File of all Journals processed to be
reviwed and reconciled to Venus and
[caseware monthly reports to confirm that
all adjustments are reviewed and properly
supported.

18-Jan-16

31-Mar-16|

Not yet started

14

Matters affecting the

Receivables auditor’s report

Inadequate provision for doubtful
debts

Recurring

Methodology for provision of
doubtful debts not correctly
compiled

[The CFO must re-assess appropriately|
the methodology used in calculating the]
provision for doubtful debts and effect the}

necessary corrections

18-Jan-16)

31-Mar-16

CFO

Not yet started




FINANCIAL YEAR 2015/16
Municipality Name Greater Tubatse
Audit Opinion Disclaimer
Reporting Period 2014/15
Audit Findings Ca;mxol Description of Finding Finding status |Root Cause Action Plan Description

Matters affecting the|

Supplementary/ General
Valuation roll not compiled
adequately / Timely

(1) The General Valuation roll for thel
implementation date of 1 July 2016 to be}
monitored with the valuer,

Start Date

Completion
Date

Person
Responsible

Progress

Narrative to Progress

15|Revenue e ay— Valuation Roll not adequately updated| Recurring 18-Jan-16|  31-Mar-16] CFO Not yet started
P (2) The supplementary roll for the period 1
[July 2015 to 30 June 2016 to be compiled|
and verified for audit purposes.
Non - Compliance with section 91
" [ The Muncipality does not collect of the MFMA
16|Revenue Z"i;:;’f::'ee‘ﬁ;‘g thef revenue for dumpsite levy. This isin | Recurring g‘) E“_""“‘"e a revenue b’f"”‘" "3’ "‘e' 18-Jan-16|  31-Mar-16| CFO Not yet started
P contravention of section 91 of MFMA r:vrgnz;rul:naishze;i\s:ss‘ © collection 0
Rateable valuation not reconciled
Matters affecting the|Valuation roll not lled to th to the rates and taxes raised (1) The rateable valuation reconciliations|
17[Revenue atters affecting thef Valuation roll not reconcied o the Recurring should be compiled electronically and| 18-Jan-16|  31-Mar-16| CFO Not yet started
auditor’s report rates and taxes outside the system evidence kept monthly by the Revenuel
Manager, as it is took big to be printed.
Month end procedures for (1) Develop a month end procedure]
Finance not properly developed  |guideline for all month end procedures|
land workshoped to the Finance  |that should be performed,
" N team to ensure all month end
18|Other Disclosure Z"i;i';'f::'eﬁ;'g the :’Q;:g;:z::':‘yoﬂfgﬁ;d;"d Recurring  |Procedures are performed (2) Review the capacity of the VAT| 18-Jan-16| 31-Mar-16] CFO Not yet started
imanagement to confirm if the services of]
maxprof (VAT  reconciliation ~ service}
provider) should be extended or a new|
service provider sought.
(1) AFS not properly done and (1) for all findings that relate to the quality
reviewed before submission to of the AFS the following appraoch is
the AG. propsed:
(1.1) The Municipality should appoint SP
(due to capacity early) to prepare the
Municipality for an early audit (interim
X audit), The SP who assisted the
1o|other Disclosure ~ |'Matters affecting thef g, 1 ioy statements are not casting | Recurring Municipality in the previous financial year | 1 j2, 16| 31-Mar-16| CFO Not yet started
auditor's report are PWC (AFS) and Engnet (Assets)
(2) The performance of the SP be
monitored weekly,
(3) The SP should start with addressing
the prior year audit findings
(Commitments register not
) compiled / not reviewed monthly
20|Other Disclosure Z"i;:;’f::'eﬁ;‘g the Commitments not complete Recurring _|t© ensure compliance (1) List of commitments to be compiled| 18-Jan-16| ~ 31-Mar-16| CFO Not yet started
and reviewed monthly through the}
manager: Expenditure
Non compliance with the SCM (1) Review all transactions from 1 July
compliace checklist for all 2015 to date to confirm that all
" frecting th p i for p have the
21|Procurement Z‘.‘f’? a ec‘:'g‘ ®|Three quotations not received Recurring SCM compliance checklist, this will assist | 18-Jan-16| ~ 31-Mar-16] CFO Not yet started
auditor's repof wih updating of the Irregular,
Unauthorised and fruitless expenditure
categories
Loan covenants compliance not Mumc!paJ loans not reviewed for (1) Compile a checklist of the conditions
Matters affecting the|verified (No evidence to confirm that compliance of the loans,
22| Liabilities 9 Recurring 18-Jan-16|  31-Mar-16| CFO Not yet started

auditor’s report

the Municipality is complying with the
conditions of the loan)

(2) develop a compliance checkiist for all

loans.




FINANCIAL YEAR

2015/16

Municipality Name

Greater Tubatse

Audit Opinion Disclaimer
Reporting Period 2014/15
Audit Findings Ca::;%ol Description of Finding Finding status |Root Cause

Matters affecting the

[SCM does not register all invoices|
received to esnure that they are
paid within 30 days

Action Plan Description

'SCM monitoring of Documents

(1) The SCM to compile a list of

received for ing and
distributed to the CFO every Friday, CFO
will distribute to all Directors and Level
Managers to track any documents that

Start Date

Completion
Date

Person
Responsible

Progress

Narrative to Progress

23| Liabilities auditor's report Payments not made within 30 days Recurring remain in SCM for longer than seven 18-Jan-16| ~ 31-Mar-16] CFO Not yet started
days.
(2) Register all invoices received and date
stamp them to track the 30 days
[compliance using Excell spreadsheet
developed in the SCM unit.
The Mid term review was not (1) The Midterm review should be
P adeqately compiled to address  |supported by the second quarter
M . Thhe Mung?lpa!uy_ I3 n°':"5“’5 '_hha' the reduction in acticipated performance reviews
24|Other Disclosure EER ClE e O CEEr e B I SR (DU Recurring |revenue 18-Jan-16|  31-Mar-16| CFO Not yet started
auditor’s report the budgets (Section 72 Mid year (2) The Adjustment budget should be
review not adequately done) reviewed to reflect what is practically
possible within the next six months.
The Budget for the following (1) Use the budget for 16/17 Cash flow
financial year not used as a basis |section to assess the going concern
" Matters affecting the| ., . N to assess the cash flow position |status of the Municipality over the next 12
25|Other Disclosure auditor's report Going concern assessment not done Recurring for the following financial year months. 18-Jan-16|  31-Mar-16] CFO Not yet started
. Lack of oversight for the SCM (1) The MM to appoint an independent
Other important glfz;:r‘mh::n;::‘tso‘:l:; gg:g«?::: t process official who will deal with objections from
26|Procurement EiES relating to SCM processes (section Recurring the SCM unit. 18-Jan-16|  31-Mar-16] CFO Not yet started
50 (1))
Non Compliance with MPRA (1) IT to compile the list of all MFMA
N " requirements for the website,
27|Records z‘a':fe’r'smp""an' mﬁfc':"; ’x!g‘;:e“p'med cnilia Recurring 18-Jan-16|  31-Mar-16| CFO Not yet started
P: (2) A checklist of Website compliance
should be developed.
The Municipality did not ensure  |(1) The SP for assets register should start|
that its Assets register is GRAP [in January 2016,
Other important Incorrect Accounting of Assets . compliance
28|Movable Assets [ Disposals Recurring (2) The AFS should be reviewed and 18-Jan-16|  31-Mar-16| CFO Not yet started
reconciled to the assets register before
submission to the AG.
(1) Lack of review of AFS before |(1) for all findings that relate to the quality
submission to the AG, and of the AFS the following appraoch is
propsed:
(2) Municipality did not compile a
(GRAP and MFMA compliance (1.1) The Municipality should appoint SP
checklist for the AFS. (due to capacity early) to prepare the
Municipality for an early audit (interim
o — Non Compliance with GRAP 1 audit), The SP who assisted the
29|Other Disclosure ~ [~1°" po! (Presentation of Annual Financial Recurring Municipality in the previous financial year | 1 jan.16  371-Mar-16] CFO Not yet started
Statements - Valuations) are PWC (AFS) and Engnet (Assets)
(2) The performance of the SP be
monitored weekly,
(3) The SP should start with addressing
the prior year audit findings
Lack of Capacity in the revenue [(1) Finalise the appointment of revenue
Gl i Lack of segregation of duties (Acting section to ensure segregation of |manager,
30|Revenue [ B Revenue Manager being Revenue Recurring  |duties 18-Jan-16|  31-Mar-16| CFO Not yet started
Accountant) (2) Review the process flow of duties in
Finance Department.
Checklist for all Municipal policies |(1) Benchmark all policies that should be
N n 1 poli and compliance calendar not developed in the Municipality
Other important 0 casnimanagemen poveyies 9 developed
31|Records required by Section 13 (2) of the Recurring 18-Jan-16|  31-Mar-16] CFO Not yet started

matters

MFMA

(2) Checklist of all policies that should be
in place should be developed by the

budget and treasury section




FINANCIAL YEAR 2015/16
Municipality Name Greater Tubatse
Audit Opinion Disclaimer
Reporting Period 2014/15
Audit Findings Ca::;%ol Description of Finding Finding status |Root Cause Action Plan Description

Other important

Provision for 13th Cheque not

Diclosure checklist of GRAP and
MFMA not compiled

(1) Compile a GRAP and MFMA
[compliance checklist

Start Date

Completion
Date

Person
Responsible

Progress

Narrative to Progress

32|Other Disclosure accounted for in the Annual Financial Recurring 18-Jan-16|  31-Mar-16] CFO Not yet started
matters "
Statements not disclosed
(1) Diclosure checklist of GRAP_|(1) Compile a GRAP and MFMA
land MFMA not compiled, and [compliance checklist
. (2) leave records in the leave (2) Reconclie all leave records from the
33|Other Disclosure [OUner Important fAccrued leave not correctly Recurring ~|System not correctly captured  Employee files with the Payday system | 1g.yan-16|  31-mar-16| cFO Not yet started
matters laccounted for
(3) Review the access controls for the
payday system.
(1) AFS not properly done and (1) for all findings that relate to the quality
reviewed before submissionto  |of the AFS the following appraoch is
the AG. propsed:
(1.1) The Municipality should appoint SP
(due to capacity early) to prepare the
Municipality for an early audit (interim
audit), The SP who assisted the
o Other important Other Financial Liabilities incorrectly p Municipality in the previous financial year
34|Other Disclosure e o Recurrin 18-Jan-16|  31-Mar-16] CFO Not yet started
matters classified (Short term portion) 9 are PWC (AFS) and Engnet (Assets) v
(2)The performance of the SP be
monitored weekly,
(3) The SP should start with addressing
the prior year audit findings
(1) AFS not properly done and (1) Once the SP has completed the AFS,
reviewed before submission to
the AG, and (2) The AFS should be reconciled with the
P 7 audit evidence file a session to review the
3s|Other Disclosure  [Otner important - Difference between DESA Recurring | (2) The audit file not properly  |audit file should be held separately. 18-Jan-16|  31-Mar-16] CFO Not yet started
matters confirmation and GL 2 s
reviewed before submission to
the AG.
(1) AFS not properly done and (1) Once the SP has completed the AFS,
reviewed before submission to
— the AG, and (2) The AFS should be reconciled with the|
36|Other Disclosure erimportant o mitments overstated Recurring audit evidence file a session to review the | 1g-Jan-16|  31-Mar-16] CFO Not yet started
PICHED (2) The audit file not properly  [audt file should be held separately.
reviewed before submission to
the AG.
No System in place to verify all
Other important b prETE D e e declarations within the SCM unit |(1) Exlopre the use of transunion to verify
37|Procurement po! P Recurring the declarations as part of the revenue 18-Jan-16|  31-Mar-16| CFO Not yet started
matters the state. SCM
enhancement strategy
The SCM compliance checklist |(1) Amend the SCM compliance checklist
does not have an area to cnfirm  [to include:
that the declarations were done.
i -Declarations
38| Procurement gg‘:e'r'smp""a"‘ SCM- No declaration of Interest Recurring confirmation of municipal bills 18-Jan-16|  31-Mar-16| CFO Not yet started
- confirmation that all complaince
[document still valid (BEE and Tax
clearance)
(Checklist to monitor the following |(1) Develop a policy on monitoring of
for each not done:
Ermtirmen Use of Consultants no policy and (1) Purposes and objectives of
39|Procurement i po! evidence of monitoring and i Recurring inti (2) Have a quartely evidence to confirm 18-Jan-16| ~ 31-Mar-16] CFO Not yet started
[EHEE) of consultants (2) Overeliance on consultants, [that the three areas are complied with.

(3) Skills transfer
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Municipality Name

Greater Tubatse

Audit Opinion Disclaimer
Reporting Period 2014/15
Audit Findings Ca::;%ol Description of Finding Finding status |Root Cause

Action Plan Description

Start Date

Completion
Date

Person

Responsible

Progress

Narrative to Progress

Lack of controls on the database [(1) Issue an advert to invite SP to register]|
to: on the database
i 1) One database is used, 2) Automate the database with access
40|Procurement z‘a':fe’r'smp""an' Poor Supplier database management | Recurring EZ; e ey (Co)nms 18-Jan-16|  31-Mar-16| CFO Not yet started
(3) Database reviewed monthly
as part of the monthly SCM (3) SCM report to include the review of
reporting the database.
[Grant register not compiled / (1) Compile a Grant register that is
reviewed reviewed monthly
. Other important Unspend conditional grants .
41|Other Disclosure [ N Recurring |5y grant funded projects not (2) Reconciliation of grants be done. 18-Jan-16|  31-Mar-16] CFO Not yet started
reconciled to the original budget
All grant funded projects not (1) Projects budget be tracked monthly to
Other important Exceeding the limit for variation reconciled to the original budget |track that projects are not exceeding the
42|Procurement ey por orders (Section 31 (a) of MFMA and | Recurring  |(Monthly). budgets. (Expenditure section). 18-Jan-16|  31-Mar-16] CFO Not yet started
Treasury Circular
No monthly review of the budget |(1) Monthly report by budget and treasury
performance by Budget and to verify that the budgets are not
Treasury office exceeding the allocated budget.
43|Payments [z | Ml S epeEire Recurring 18-Jan-16|  31-Mar-16| CFO Not yet started
matters understated
No Controls in place to ensure (1) File of all Journals processed to be
that Journals are approved bing |reviwed and reconciled to Venus and
. captured in the system [caseware monthly reports to confirm that
44|Revenue iegneciany Revenue Journal not approved Recurring all adjustments are reviewed and properly | 1. jan.16|  31-Mar-16| CFO Not yet started
matters supported.
(1) GRAP compliance checklist (1) Review the assets register and
for the AFS not developed reconcile to the AFS.
45|Immovable Assets  [Othe" important  JNon Compliance with GRAP 17 for | g i |(2) The AFS not adequately 18-Jan-16|  31-Mar-16] CFO Not yet started
matters Accounting policy note in the AFS reviewed before submission to
the AG
Assets register no reviewed (1) Review the assets register and
before submission to the AG reconcile to the AFS.
All assets in the FAR did not comply
Other important with the National Treasury guideline o . Miar
46|Immovable Assets [ for implementation of an assets Recurring 18-Jan-16|  31-Mar-16| CFO Not yet started
register
Assets register no reviewed (1) Review the assets register and
before submission to the AG reconcile to the AFS.
47|Movable Assets z‘a':fe’r'smp""an' No barcodes attached to the assets | Recurring 18-Jan-16|  31-Mar-16| CFO Not yet started
(1) Diclosure checklist of GRAP (1) Compile a GRAP and MFMA
land MFMA not compiled [compliance checklist
Gl i No Accounting policy on the AFS
48|Immovable Assets [ por regarding the impairment of non cash|  Recurring 18-Jan-16|  31-Mar-16] CFO Not yet started
generating assets
Assets Management policy not  |(1) Review the assets management policy
i with the FAR (Lack of
trer important_|Unreasenablo and nconsistent usell recdo?rflhaho:t between the E‘AR :ﬁ) Rsco:u:\le t_h:a usefl lifes in the policy to|
4g|mmovable Assets |~ 10 lives between FAR and assets Recurring a"l_ DERER RIS '@ assels register 18-Jan-16|  31-Mar-16] CFO Not yet started
management policy [Felay
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Audit Findings Ca::;%ol Description of Finding Finding status |Root Cause

Action Plan Description

Start Date

Completion
Date

Person
Responsible

Progress

Narrative to Progress

Assets Register not reviewed and|(1) The SP for assets management will
reconciled to the assets on the start early January to ensure that all
. . . floor before submission of the queries from the previous Financial Year
50{Movable Assets gg‘:e'r'smp""a"‘ Vehicles could not betraced inthe | - gor, ing  |AFS tothe AG. (opening balances) 18-Jan-16|  31-Mar-16| GFO Not yet started
(2) Review the assets register and
reconcile to the AFS.
AFS not reconciled to the FAR Refer to the approach on the AFS to
and GL before finalisation of the |esnure quality.
. § audit file
51|Movable Assets  [Otner important - [Differences between the AFS, GL. | poging 18-Jan-16|  31-Mar-16| CFO Not yet started
matters TB and FAR
Useful lives of assets not (1) Review the assets management policy
reviewed annually
(2) Reconcile the usefl lifes in the policy to
Other important Useful lives of assets unreasonable o the assets register . iar
52fImmovable Assets EiES and inappropriate Recurring 18-Jan-16|  31-Mar-16] CFO Not yet started
Reconciliation of inventory on the [(1) Monthly stock takes to be performed
floor and in the system not reviewed by the CFO
Other important Items in stores issued were not performed
53[Movable Assets e correctly recorded and accounted for Recurring 18-Jan-16|  31-Mar-16] CFO Not yet started
on the bin cards
Reconciliation of IP with the (1) The SP for assets management will
deeds office data not performed |start early January to ensure that all
i before the assets register is queries from the previous Financial Year
. Investment properties could not be T .
s4limmovable Assets (O PO raced o the propertes owned by the| - Recurring [fnalised: (opening balances) 18-Jan-16|  31-Mar-16| CFO Not yet started
icipality per deeds office
(2) Review the assets register and
reconcile to the AFS.
Valuation reports on IP not (1) The SP for assets management wil
iled with the AR before  [start early January to ensure that all
N Market value per the investment finalisation of the FAR queries lrgrr; the previous Financial Year
55[Immovable Assets [~ o o pol property register differs from the Recurring (opening balances) 18-Jan-16|  31-Mar-16] CFO Not yet started
market value per the valuation report
(2) Review the assets register and
reconcile to the AFS.
Investment register not compiled |(1) The Investment register to be
or reviewed monthly to minimise |compiled and reviewed monthly.
chances of the register not being
Other important Investment per AFS different to those| 0 accurate. - Jan- Mar-
56[Bank EiES in the GL Recurring 18-Jan-16|  31-Mar-16] CFO Not yet started
Register not reconciled to the GL, [Refer to the approach on the AFS to
TB and AFS before the AFS are |ensure quality.
finalised.
57[Bank Stheyineorse G |ivesimeniperCidiseniio o] W-ectmng 18-Jan-16|  31-Mar-16| CFO Not ye started
matters in the TB
Leases register not reconcilied (1) Compile the leases register
with GRAP compliance checklist
Ernmtimen Finance leases incorrectly capitalised (2) Use the complaince check list to
58|Movable Assets B in the AFS (GRAP compliance issue | Recurring |The leases register not reviewed |confirm GRAP compliance of leases in the| 18-Jan-16] ~ 31-Mar-16] CFO Not yet started
matters as well) to check for errors in terms of ~ |AFS.
ions etc
. " N (1) AFS not properly done and (1) Compile the leases register
59|Liabilities Other important Operaling lease liabilty ot correctly Recurring  |reviewed before submission to (2) refer to the approach on AFS quality 18-Jan-16|  31-Mar-16] CFO Not yet started
matters accounted for the AG
Non Compliance with GRAP 103 [(1) Include in the GRAP compliance
Other important Mayors chain not dsclosed as . Para 04 (Lack of review on the  |checklist
Gl [¥man ATz matters heritage assets Reaurting | AFS before submission to the. 18-Jan-16|  31-Mar-16] CFO Not yet started
AG)




FINANCIAL YEAR

2015/16

Municipality Name

Greater Tubatse

Audit Opinion Disclaimer
Reporting Period 2014/15
Audit Findings Ca::;%ol Description of Finding Finding status |Root Cause

Other important

Useful lives of assets in FAR different]
with those in the Assets

Reconciliation between the FAR

useful lives and the assets

Action Plan Description

(1) Review the assets management policy

Start Date

Completion
Date

Person
Responsible

Progress

Narrative to Progress

i olicy not done 2) Reconcile the usef! lifes in the policy to -Jan- -Mar-
61[Immovable Assets | o o bolicy (Movable and Immovable Recurring policy :hé Reconcie policy to|  18-Jan-16|  31-Mar-16] CFO Not yet started
egister
assets) NB
(1) AFS not adequately reviewed, | Refer to th eapproach on AFS {0 ensure
. " quality
62]immovable Assets ~[Oher important  |Diference between AFS and GL - - pegyring - |(2) Reconcitafon of the GL, T8 18-Jan-16|  31-Mar-16| CFO Not et started
matters perating expenditure and AFS not done
(1) Monthly review of all Journal |(1) File of all Journals processed to be
Other important Limitation of scope due to non file reconciled with the system not|reviwed and reconciled to Venus and
63|Records :’ Importan ission of supporting Recurring ~ |done. caseware monthly reports to confirm that | 18-Jan-16| 31-Mar-16] CFO Not yet started
AELES for Inventory Journals (2) No proper filing system for all adjustments are reviewed and properly
Journals supported.
(1) policy for Creditors (1) Develop a policy on Creditors
Reconcliation to guide the Reconciliations (Practical creditors
i 2pp! not i
64|Liabilities al;:!evrlsmporlam Creditors Reconciliations not done Recurring 18-Jan-16|  31-Mar-16] CFO Not yet started
(2) Expenditure to implement the creditors
reconciliations
65|0ther Disclosure Other important A‘cluarla\ gain not accurately Recurring AFS r_\o(‘revlewed before Refer to the approach on the AFS 18-Jan-16|  31-mar-16] CFO Not yet started
matters disclosed to the AG
(1) Suspense Accounts not (1) Suspense accounts should be reviwed
Suspense Accounts not verified: The cleared and Reconciled Monthly |and cleared monthly
. Other important icipality did not provide . . iar
66|Receivables [ supporting documents for the Recurring (2) Suspense accounts should be limited 18-Jan-16|  31-Mar-16] CFO Not yet started
suspense account clearance. o exceptional circumstances signed off
by the MM
(1) Confirmation from the service (1) Obtain confirmation from Focu
Other important No evidence provided that the rate N provider that the statements were |Outsourcing to confirm that the
Sierette) matters payers receive monthly statements. Reourting  |send out requested monthly statements were sent out to rate payers 18-Jan-16|  31-Mar-16] CFO Not yet started
(1) Evidence of review of the (1) Evidence for doing the monthly
B i Reconciliation between rateable reconciliation between rateable  |reconciliations be kept although they are
68|Revenue ma:e’r's'"p" an! valuations and rates and taxes raised | Recurring ~[valuations and rates and taxes  |done electronically. 18-Jan-16|  31-Mar-16] CFO Not yet started
not reviewed for accuracy and validity| raised not generated and
reviewed monthly.
69|Revenue Other important { e+ recognition of revenue Recurring| | ARCHGSRER o Refer to the plan on AFS 18-Jan-16|  31-Mar-16| CFO Not yet started
matters to the AG
Lack of adequate record keeping (1) Review the journals for the traffic
Other important Revenue - (License and Permits) . of revenue journals and review  |section monthly to confirm that they are . M
70|Revenue EiES Limitation of scope Recurring thereof monthly by management [supported. 18-Jan-16|  31-Mar-16] CFO Not yet started
(1) Special agreements with rate [(1) Compile a list of all special
Other i o [Agreement with rate payers not in payers not reviwed and reconciled|arrangements with rate payers
71|Revenue t:” Importan line with the provisions of the Recurring  |to confirm that they are in line 18-Jan-16|  31-Mar-16] CFO Not yet started
RS agreement with the original agreement of the |(2) Confirm that they are in line with the
Municipality provisions of the agreement.
The municipality did not recognise Incorrect interpretation of GRAP (1) For the financial year ending 30 June
B i services received in kind as an standards 2016 disclose the benefits for the part of
72|Revenue o Importa income for the portion of the salaries Recurring the year. 18-Jan-16| ~ 31-Mar-16] CFO Not yet started
matters 5
that were paid by Cogsta for the
seconded CFO.
Monthly reconciliation and review |(1) VAT reconciliations reviewed monthly
Other important VAT Receivables incorrectly claimed [T AT 2
. i iv incorrectly . . M
73|Other Disclosure [ for Educational facilfies Recurring 18-Jan-16|  31-Mar-16] CFO Not yet started
List of all Irregular expenditure not|(1) Compile the Irregular expenditure list
B i 'SCM: Irregular expenditure not updated monthly and reviewed.  |from the SCM compliance checklist from
74|Other Disclosure po! accurately accounted for and Recurring 1 July 2015 to ensure that the irregular 18-Jan-16|  31-Mar-16] CFO Not yet started

matters

disclosed

lexpenditure will be complete in the AFS.
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