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Asset

Definitions and Abbreviations

An asset is a resource controlled by the entity which is expected
to last more than twelve months and from which future economic

benefits or service potential will flow.

Asset Champion

Are senior officials appointed by the Asset Manager in the different
Departments or Sections within the Asset Management Directorate
with delegated authority to implement and maintain physical control

over assets in the Department/Section.

Asset Custodian

Is a person in any position or level in the organisation entrusted with
the safeguarding and use as well as the condition monitoring of a

specific asset.

Asset
Management

Is a broad function and includes a structured process of decision-
making, planning and control over the acquisition, use, safeguarding
and disposal of assets to maximise their service delivery potential
and benefits, and to minimise their related risks and costs over their

entire life.

Asset Manager

Is any official who has been delegated responsibility and
accountability for the control, usage, physical and financial
management of the municipality’s assets in accordance with the
municipality's standards, policies, procedures and relevant

guidelines.

Carrying Amount

The amount at which an asset is recognised after deducting any

accumulated depreciation and accumulated impairment losses.

CFO Chief Financial Officer
The amount of cash or cash equivalents paid or the fair value of
Cost the other consideration given to acquire an asset at the time of

its acquisition or construction.

Depreciation

This is the systematic allocation of the cost of use of an asset

over its useful life.

Depreciable

amount

The cost of an asset, or other amount substituted for cost in the

financial statements, less its residual value.
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| The amount for which an asset ould be exchanged or g liability
Fair Value settled between knowledgeabre, willing parties in an arm's
- length transaction,
_ Fixed Assets Register
m Standards of Generally Recognised Accounting Practice
C ————
recoverable amount.

Property, Plant & Equipment —

These are tangible assets that-

* are held for use in the production or supply of goods or

services, for rental to others, or for administrative purposes

and

are expected to be ysed during more than one reporting
period.

Residual value The estimated amount that the municipality would currently

obtain from disposal of the asset after deducting the estimated
Ccosts of disposal, if the asset were already of the age and in the
condition expected at the end of its useful life.

Recoverable The estimated amount which the municipality expects to obtain

for an asset at the end of its useful life after deducting the
expected costs of disposal,

amount

Recoverable amount is the higher of a cash-generating asset's
net selling price and jts value in use,
Supply Chain Management

U

seful life

Useful life js either:

* the period over which an asset is expected to be available

for use by the municipality, or

* the number of production or similagr units expected to be

obtained from the asset by the Mmunicipality.

Page 5



Value in use

The present value of estimated future cash flows expected to

arise from the continuing use of an asset and from its disposal
at the end of its useful life.
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Section 1

Objective of the Asset Management Policies and Procedures

o To ensure the effective and efficient control, utilization, safeguarding and
management of a municipality's PPE.

o To ensure Head of Departments are aware of their responsibilities in respect of
operation and maintenance of PPE.

) To ensure Asset Custodians are aware of their responsibilities in regards to PPE.

o To set out the standards of management, recording and internal controls over assets

to ensure that they are safeguarded against inappropriate loss or utilisation.

o To specify the process required before expenditure on property, plant and equipment
occurs.

o To emphasize a culture of accountability over assets.

o To ensure compliance with all legal and accounting prescriptions and requirements.

o To prescribe the accounting treatment for PPE, including:

- The criteria to be met before expenditure can be capitalised as an item of PPE,
- The criteria in determining the initial cost of the different items of PPE,

- The method of calculating depreciation for the different items of PPE,

- The criteria for capitalising subsequent expenditure of PPE,

- The classification of items of PPE, and

- The procedure for scrapping and disposal of items of PPE.
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Section 2

Background

2.1 Constitutional and legal framework

The South African Constitution requires municipalities to strive, within their financial and
administrative capacity, to achieve the following objects:

° providing democratic and accountable government for local communities;

* ensuring the provision of services to communities in a sustainable manner;

* promoting social and economic development;

* promoting a safe and healthy environment: and

* encouraging the involvement of communities and community organisations in

matters of local government.

The manner in which a municipality manages its fixed assets is central to meeting the
above challenges. Accordingly, the Municipal Systems Act (MSA) specifically highlights
the duty of municipalities to provide services in a manner that is sustainable, and the
Municipal Finance Management Act (MFMA) requires municipalities to utilise and
maintain their assets in an effective, efficient, economical and transparent manner. The
MFMA specifically places responsibility for the management of municipal assets with
the Municipal Manager.

The Occupational Health and Safety Act (OHSA) requires municipalities to provide and
maintain a safe and healthy working environment, and in particular, to Keep its assets
safe.

2.2 Accounting standards

The accounting standards that apply to municipalities are in transition. The MFMA
requires municipalities to comply with the Standards of Generally Recognised
Accounting Practice (GRAP), in line with international practice. The Accounting
Standards Board (ASB) has approved a number of Standards of Generally Recognised
Accounting Practice (GRAP). When compiling a Fixed Asset Register in accordance
with the accounting standards, the requirements of GRAP 17 cannot be seen in
isolation.  Various other accounting standards impact on the recognition and
measurement of assets within the municipal environment and should be taken into
account during the compilation of a GRAP compliant asset register. The following
Standards of GRAP significantly impacts on the recognition and measurement of assets
within the municipal environment:-

- GRAP 11 - Construction Contracts

- GRAP 12 - Inventories

— GRAP 13 - Leases and more specifically, deemed finance leases;

- GRAP 16 - Identification of items to be treated as Investment Properties
- GRAP 17 - Property Plant and Equipment

- GRAP 21- Impairment of Non-cash-generating Assets
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- GRAP 26 Impairment of Cash-generating Assets

- GRAP 27 - Agriculture

- GRAP 31- Intangible assets and more specifically the treatment of items
of software.

- GRAP 100 - Non Current assets held for sale and Discontinued
Operations

- GRAP 103 Heritage Assets

2.3 Management of infrastructure assets

Effective management of infrastructure and community facilities is central to the
municipality providing an acceptable standard of serices to the community.
Infrastructure impacts on the quality of the living environment and opportunities to
prosper. Not only is there a requirement to be effective, but the manner in which the
municipality discharges its responsibilities as a public entity is also important. The
municipality must demonstrate good governance and customer care, and the processes
adopted must be efficient and sustainable. Councillors and officials are custodians on
behalf of the public of infrastructure assets, the replacement value of which amounts to
several hundred million Rand.

Key themes introduced in the latest generation of national legislation relating to
municipal infrastructure management include:

e long-term sustainability and risk management:

* service delivery efficiency and improvement;

e performance monitoring and accountability;

e community interaction and transparent processes:

e priority development of minimum basic services for all: and

e provision of financial support from central government in addressing the needs

of the poor.

Legislation has also entrenched the Integrated Development Plan (IDP) as the principal
strategic planning mechanism for municipalities. However, the IDP cannot be compiled
in isolation for the above objectives to be achieved. The IDP needs to be informed by
robust, relevant and holistic information relating to the management of the municipality's

infrastructure.

There is a need to direct limited resources to address the most critical needs, to achieve
a balance between maintaining and renewing existing infrastructure whilst also
addressing backlogs in basic services and facing ongoing changes in demand. Making
effective decisions on service delivery priorities requires a team effort, with inputs
provided by officials from a number of departments of the municipality, including
infrastructure, community services, financial planning, and corporate services.

Cooperative Government and Traditional Affairs (CoGTA) has prepared guidelines in
line with international practice, that propose that an Infrastructure Asset Management
Plan (IAMP) is prepared for each sector (such as water, roads etc). These plans are
used as inputs into a Comprehensive Infrastructure Plan (CIP) that presents an
integrated plan for the municipality covering all infrastructures. This is in line with the
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practice adopted in national and provincial spheres of government in terms of the
Government-wide Immoveable Asset Management Act (GIAMA).

Accordingly, the asset register adopted by a municipality must meet not only financial
compliance requirements, but also set a foundation for improved infrastructure asset
management practice.
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Section 3

Role of the Municipal Manager

o Ensuring the impl‘ementation of the approved Asset Management Policy as required
in terms of Section 63 of the Municipal Finance Management Act (MFMA)
* The verification of assets in possession of the Mmunicipality regularly, during the

-
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Department

The Chief Financial Officer (CFO) is résponsible to the Municipal Manager to ensure
that the financial investment made in the Municipal assets s safeguarded ang
maintained.

The CFO, as one of the Directors of the Mmunicipality, shall also ensure, in exercising
his/her financial responsibilities, that-

Appropriate systems of financial management and internal controf are
established ang carried out diligently:

The financial and other resources of the Municipality are utilized effectively,
efficiently, €conomically and transparently;

Any unauthorized, irregular or fruitless or wasteful €Xpenditure, ang losses

relating to assets;

The Systems, procedures and registers required to Substantiate the financial
values of the Municipalities’ assets are aintained to standards sufficient to
satisfy the requirements of the Auditor-General;

Financial processes gre established ang maintained to ensure the
Municipality’s financial resources are optimally utilizeq through appropriate
asset plans, budgeting, purchasing, maintenance and disposal decisions:

The Municipal Manager is appropriately advised on the exercise of powers and
duties pertaining to the financial administration of assets;

The CFO may delegate or otherwise assign résponsibility for performing these
functions byt will  remain accountable for ensuring these activities are
performed.



The Asset Manager and the Chief Financial Officer shall ensure that:

* The Asset Management Policy is reviewed on an annual basis to ensure
alignment with legislative and prescriptive guidelines:

* The process and procedure guidelines are reviewed on an annual basis to
address any shortcomings and incorporate guidance received from the internal
and external auditors;

* The Policy and Procedure Guidelines are adhered too;

* A detailed action plan is developed for the annual review/verification of all
assets; and that this action plan is effectively followed.

4.1 Asset Control Section

The asset control section is responsible to:

e Ensure that complete records of asset items are kept, verified and balanced
regularly’

* Ensure that all movable assets are properly tagged and accounted for (see also
23013

* Conduct an annual audit of inventory by scanning selected movable assets and
compare this inventory with the department’s asset sign offs (see also 23.2);

*  Compile an asset verification report that will reflect any discrepancies between the
articles found during verification and the record referred to in the point above:

* Ensure that the FAR is balanced annually with the general ledger and the financial
statements;

* Ensure adequate bar codes to exercise the function relating to assets control are
available at all times:

* Provide the Auditor-General or his/her personnel, on request, with the financial
records relating to assets belonging to the municipality as recorded in the FAR;

* Ensure that all audit queries are resolved in a timely manner:

* Ensure that the relevant information relating to the calculation of depreciation is
obtained from the departments and provided to the Finance department in the
prescribed format;

* Ensure that asset acquisitions are allocated to the correct asset code;
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* Ensurethat a verifiable record is kept of all obsolete, damaged and unused assets
or asset inventory items received from the departments:

*  Compile a list of the items to be auctioned or disposed in accordance with their
guidelines in the Supply Chain Management (SCM) Policy:

*  Compile and circulate a list of unused movable assets to enable other departments

to obtain items that are of use to them; and

disposing of written-off assets or asset inventory items.

4.2 The Manager: Budget and Reporting

The Manager: Budget and Reporting or his/her duly delegated representative is responsiple
to:

* Ensure that the capital budget as submitted by the departments is approved. A clear
description of the funding source is also required

* Release capital funds only after receiving written authority. A clear ang concise
description of the item to be purchased as well as an allocated responsible person
for this asset is also required before release

e Ensure that any changes in the capital budget, with regards to funds transferred or

project description changes, are communicated to the Asset Control Section.

4.3 The Manager: Expenditure Division

The Manager: Expenditure or his/her duly delegated representative is responsible to:

* Ensure that invoices authorised for payment are matched to the goods received note
before Processing such payment. If any doubt exists as to whether the invoice s in
accordance with policy, query the payment with the relevant department and wil| not

process a payment until the invoice meets the policy criterja.
\&_&1_*‘1_1_
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4.4 Supply Chain Management Section

The Supply Chain Management Section is responsible to:

Dispose of assets — via auction —in accordance with the provisions in the SCM Policy
* The Bid Adjudication ; Bid Specification Committee must comply with and be

constituted in accordance with the Supply Chain Management policy.
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Section 5

The roles of other key role players

5.1 All departments and Human Resources

The relevant Departmental Manager in Consultation with the Human Resources Division is
responsible to:

relevant asset resignation form signed off by the relevant department (see also 23.6)
* Ensure that every asset resignation form is counter signed by the Asset Control

Section before Processing the termination of service.
5.2 All Departments

The Departmental Managers are responsible to:

* Ensure that the Asset Control Section is notified of any changes in the status of the
assets under the department's contro| This must be done on the prescribed form

and include the following:

transfers)
— The identification of impairment losses on assets by following the procedures
as outlined in section 26 of this policy document
* The municipal resources assigned to them are utilized effectively, efficiently,
€conomically angd transparently, and ensure that the assets of the municipality are
not used for private gain;
* Any unauthorised, irregular or fruitless or wasteful utilisation, ang losses resulting
from criminal or negligent conduct, are prevented:
* The asset management system, processes and controls can provide an accurate,
reliable and up to date account of assets under their control;

——




Objectives;
* Manage the asset life-cycle transactions to ensure that they comply with the plans,
legislative ang Mmunicipal requirements:

* Certify, in writing, that they have assessed ang identified impairment losses on al|
assets at year end;

* Ensure that the correct cost element ang description are being used before
authorising any requisitions:

* Ensure that assets are bar-codeq by the Asset Control Section and insured by the
Finance Department; and

5.3 All other council employees

All other council employees shall ensure that:
* Assets assigned to them are utilised effectively, efficiently and €conomically.

* Assets of the council are not yseq for personal gain.

* They comply with the Operational pProcedures,
h
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5.4 Asset Champions

¢ The Asset Champion must:
> Assist the Asset Manager in perforrming his/her functions and cluti es.
> Ensurethat all newassets (purchased or donated) are re corded oM hieNIARC
form.
> Ensurethat the NARC forrms are completed in ful and sent vit hcopi es ofthe
relevant documentation to the asset control depart me ntwithin 7 weorkingg days

after receipt of theassets.

\4

Ensures thatalltheir movable assets, where applicable, areb acoded.
» Ensurethat asset listings are veriied and kept up todatein co llaborationwith
the Finance Department.
> Assist the Finance Depatment withtheann ual ve rification of movaDle 26SES
by making sure that the assets as per asset listng, are at thve correctt
locations, that these b cationsare accessible when the verfication of asses
takes place and provides a full report on any missing assets to the Assset
Manager.
> Nofify the Finance Department when he/she idenifies obsokte and
redundant assets sotha these assetscan be movedto ihe\iteof Sore
> Report al changes #fecting assetlistngsiheets tothe Director: Fimamce and
the Finance Deparment: Asset Management Diwvision witin 7 day's of
occurrence.
s The fpollowing require the writenrecon mendaionofiheAss el MMa nager andapprov a
ofMinicipal Manager (Sub jectto furtherapp roval koy cou nci lonthe pescrived Form
y The termporary o pemmament tramsier of al miovable asses Detween
departments.
7 AssetManagemn enk Policy 8= Procedues.

¥ The wiiting off o di sposal o oosoletle o rdumdant s sels.

S5 Asset Mama gememt Commitgee

T he Assset Mlan agem ent Comn nittee (MNC) sShallesnseure that
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The Asset Management Polcy is reviewed on an amnual basis 1O ensue

alignment with legislative and presciiptive g uidelines;

The process and procedue gudelines are reviewel on an amual bass 10

address any shortcomingsand incorporate quidance received from the internak
and external auditors;

The policy and procedure guidelines are adhered fo]

The committee meets atleastquarterly, and

A detailed action planisdevelped for theanual revierviverfi cation of all assels,

and that the action planis effectively foll oved.
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Section 6

Definition of an Asset

6.1 Definition of an Asset

An asset is a resource contraled by the municpaltyasa result of pastevents and fon
which future econormic benefts or service potential is expected to Flow to the
municipality. The definttion has three components, which must al b& satisfied in orcler
to be classified as anasset inanacointngsense. They ae elevant to al forms of
assets:

e The municipaityhas the capacty o control the service potenti al or fulure £conormic
benefits ofthe asset, thatit is contoloftheecomomic be nefits or service potentalof
the asset ratherthan ‘physical’ control;

e Thesewice potental or futire o nomic tenefls arose from past transactions of
everts existing on repo ingdate (that is fiture assets cannot be recognised i he
financial statennents) ;

e Theassethas fitue senice pkential o economicbeneft for ine nunicigoal ity. Tree
futue economicbeneit ermodied inan asset isthe potential o niribute, drectly
orindirecty, to the fow ofcaskhand cashequivalentsto e munic pality. Treepotenti a
maybe aprod utive onethatis partofineoperting sctivities o thee rmurici pal ity. I
mayalso fake thefom o omeribityint cashorcsheaqivalats oracapablty
to reducecasho uflovs sichas wien an atemaive pOCEsS lovverstie costs o
proidinga serice,

e Senice ptentil s hecapadkyofan ase, daeor in connbimetion with offer
assts, tocntibue directly o idiedy o headievenentofano bjescive of &he
muicipality; and

o Anssethell wder iFianelease, Firmets te e maiing citer aofa ficed asse.
shidl be sO e gnii secl, &s thes mouni cip alty Mwas o nrol over such an e envem

thagh itdoes iotoewn heaset
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6.2 Purpose of Assets

The purpose of an assetis o support the delivery ofa senice tothe public . Assets

should exist to support prograrmme delivery.

6.3 Threshold Capitalisatiom Value for Movable Assets

o Threshold capitalisation valiesare appledtoensure thatonly iterns vitham alesrial
value are capitdlised, but are rot intended to limit custodial responsioilties  for
equipment below the threshold The limitis aso to ensue that adrinistraion a1
financial costtomanagenon materia asselsS are limited Thetnreshold wale iswsed
to distinguish between poperty, plant andequipment(as defined in GRAP17) that
is recorded in the ficed asset register andihosethat ae ecognised as anexene
(as defined in GRAP 1).

e Thebasis for the deternmimation of the taresholdlinitis determined by a nuwb €1 of
factors, such as materi aity, i niaton, €P 1,1DP and costhenefit consid erato ns such
as he economica assessment of fuure economic beneit considerati ons' o e
derived frormthe indiidualasset

« Cetain iterms must be budgetdioraspat of the captalibud get, usually as ago W
of fems, eventhough e acquistion valuesare be low thie thresniod valie and
providedthe waluie oftie go up erceeds the th resholdlimit. For exanple, daetotner
nalire and irres peclv € ofthe <osts 1o aqure; kand, rmokor Ve hicles amd compuiter
equipment (suwh as des Ko ps, laplops andprinters), ae items that mustoe duly
capturedonthe PPEreg iserwshe ntine <osts are incunred

. Sypsequen capialosis igdns an edising netviorkass €l st alsobecapitdisd
despie is vale.

« Th treshiddvalieisbasdoncost pice per ndividialaset Wheretine cstofine
asetisno aaiabe hefar value o e asetshwld be applied with respe- ¢l o
apljngtheshod . Tke met book val ve ismot oo vsi cered vimern applying e SIolS.

v T hresholdwalaeisony gpicaleto moraleasses -

v \Whee nien isreand o as faliing beslows e'Eheh od vale', theien is Ench uled
i nie “Inweratory Lisi g™

e e
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Responsibility items recorded in the Inventory Listing, in respect of record kesping
and custody ofthe assets is delegatedtothe heads of the departments.

The threshold value villbe reviewed every three years by the Chief Financial OfFicer
and will coincide withthe business planningcyde IDP and MTEF duing he huchiet
process.

Changes to the thireshad value are regaded as a change in estmae. Ttis snould
be dealt with prospectively intemns of GRAP 3 — Changes in accounting polices,
estinmates anderrors'

The currentthreshold value is set at R500-

Allminor assels hatqualiy within tethrestold value shal berecoded o the FAR

and vill befully deprecated in the year o capialisatonand will be caried atRY
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Section 7

Format of the Fixed Asset Register (FAR)

7.1 Format

The FAR wil be maintsined in the format detemnined by the CFO, which conmpliess with

the requirements of any accountng recqurements prescribed. Without

in any vay

detracting fiom the complance criteria menionedinthe preceding paragraph, the FAR

will reflect at least the followwing informatiorn:

abrief but identifiable description of each asset

classification of each asset

the date onwhich the assetwas acquired for use

the location of the asset

the departmentsorcost cenrewithinvvhich the assets will e utli sed

the responsible person for thisasset

the ftle deednumber,inthecaseoffixed propery

tte sand numker,in hecase of fixed poperly

vhee applicable , tveidentfi cation numkboer, as d elerminedin compianc
belov

tre original costorfai walue ifnocostsare available

ewnith 7-2

e |ast) effectvedate of rerauaion ofthe fred asses subjed to rev auaalion

terevaliedvaaeofsudnfixed assets

tevaluerwho didthe st revalu ation

armulated deprecition b date
hetaryngvaueofihhease!

ihdher hisisa eshornm-@Esh generai ng assSel
herethodand, vee appicbl, herat o dprecatin
mpimentiosses

M imentienvery

mesouree of financihg

rmecurrentin suranece Srangenents
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« whelher the assethas been used to secure any debot, and - ifsO - thes nature and
duration of such security arangements

¢ maintenance planreferrals

s+ whether the assetis required to perform basic mu nicipal senices

¢ fhedate on whichthe asset isdisposed off

+ thedisposal proceeds

+ thedate on whichthe asset isrelired fom active use, and heldfor disposal

s theresidual valueof each asset

¢+ measurement model

periods when the assetwas idleand reasonforthe ideness.

All Depatmental Managers under whose control any fixed asset falls shall pro mply
provide the CFOin wriing of any inforrmation required to compile the FAR andofan)

mateialchange whichmay occur in respe ctof such information.

A fixed ssset shall be capitalised, thatis, recorded inthe FAR, @s S0ON asitis acquired
and s waiable for use . 1ftheassetiscostuded oera peiiod of tine, it m ust b
recodel as woark-n-progress il it is avalable for wse, where after it must e

app nprately capitadised asa fxed asset
Afisecdissetshall emaininthe FARforaslongasit is inphysical exstence . T he fact

trata fied asset has been fullycleprecisted muast ot in itelfbeareason for wr itin goff

sichanasset.
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7.2 Different asset eategories within the FAR

The CFO is responsible for ensuring that cormplete records of asset iterms  are kept,
verified and balanced regularly. The FAR forthe municipaliy vill contain the following

types of assets categorizedasimmovableor movable assets:

Immovable Assets:

¢ Infrastructure assets:

|

1

1

Electricity assels
Water networks and related assels
Waste water networks andrelated assets

Roads, bridgesand stom water

+ Lland and buildings

Inwestment propeties
Community assets
Heritage assets
Intangible assets
Agricultural assets

Other assets

Miovabl e Assets:

v Ofice equipment

v Funiure and fittings

v Bis and contaimers

v Mlor vehides

v Ppntand equp ment

v [TEauipment

v Copitil leased asses

v Heitige Assels
v A Condtiones

Paye?d



The FAR will consist of all the asset master records of movatle assets capifalised.
These assets, except for group assets, must be numbered with the approv el barcocle

labels.

Immovable assets on the FAR willmot be physicallynumbered vithbacod elabe Isout

will have a unique asset masterrecord number.

Capital work-in-progress. Incomplete constuction work is stated at historc cost
Depreciation only commences when the assetis avail able for use.
Howewver, should ittake far much longer than anticipated to complete the consir uction

ofthe asset, itis assessed for possible impairment.

Pice 26



Section 8

Classification and Identification of Property, Plamt and

Equipment (Fixed Assets)

8.1 Classification

In compliance with the requrements of Niglional Treasury and acco unting standardls,
the CFQ shallensure thatallfixed assetsare classified under iheh eadlings lisied Delov.
The Departmental Managers shal povide the CFO, in writng, vith informaton and

assistance as requiredtocomplea poper classificati on:
Property, Plantand Equipment

e Land (notheld as investment assets)

e Buillings, excluding buildings dassified asinesimentassets., dassifedasheitage
assets and buildi ngs utiised in comti buting o the conmurity's weldoeng (dines,
libraries efc).

e Infustuclure asseds are defined as any assetthat is partofa netvors of simil ar
sssits. These sssets usialy dsplay sonne oral ofthe folowing chaacerstis:

- They arepart oasystemn o network

_ They arespeciisedin iaureand do noth ave alternative USEes

- They areimmoable

- They may be subjecttoconstraintsondisposal‘

Exmnples are roads, water etioalktin schemes, Senveraje puificato nand trunk<
mnans, tanspat trmindsandcar pavks - Infrastaacture cam peconsileredasa smge
asetormoe ustuly as 2 <lleckion of dfferert assets. Each indiiclalassetshall
bemeasured ot is omn costamd ow nlifes pan, vwhich wil influencethe de pecdaton
ofsuach anisset

v Cmmunityases aedsimed & anya <ssetiha contikutes to the conr mity's we k-
bémg. Exampesare pa s, lionwries andFire statioms.

i A S SRS s
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o Heritage assets are defined as culturally sig nificant resources. Examples 2 works
of art, historical buildings and statues.

« Capital Finance Lease assetsare definedasassets fin anced by aFinancel ease if
tisidentified as suchintems ofthe requirements of GRAP 13

« Agricultural assetsare definedasbiological assetswhichare livinganmals or plants
and agricultural produce which isthe harvestedproduct of the biohgicalassets.

. Other assets are defined as assets utilsed innormal operations. Exam plesareplant

and equipment, motor vehicles, furnture andfitings.
Assets Held for Sale

v Ary land or buildngs onned or acquired by the munidpality with the intention o
seling such property in the ordnary course of business, or any land or bouil dings
awned or acquired by the municpaitywith the intentionof developing such propery
iorthe purpose of selling itintneordinarycourse of bushess, shall be accounted for
as non-current assels held for sale, and not included in either propery, plantand
equi pmentor investment propery inthe nunicipaliy’s statementof fin ancial porsition.

e S uchassets wil, however, berecorded inthe FARinthesamemannerasotherﬁxed

assels, buta separaesedion of the FAR will be maintaned for this purpese.

Investrment Property

I nesrrent properties aredeined as properiesthatareacy uiredheddiore comormic and
cpitd gins. Exarmples aeoffieparksa nd undevelo pediand acauired for thiepupos €

oiiesale i nfuture years.

e CEO shall acdhere to the dassifcations ndicaledintime anmex<uEon firedassel
liess (st Amnecure A beov)_ I e case of a Fixad asse not appering N tie
= eowe , theclissfction iopiciole Tot he asset most Closely com par-ablet otheassel

irg wsionwil be used.

2 Identifi cation
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The Municipal Manager shall ensure that the municipality maintains fixed assel
identification system which shall be operatedin conjunction withitscom puteised FAR.

The identification system must be determined by the Municipal Manag €, acting N
consultation with the CFO andother D epatrmental Managers, and shal cornplywith any
legal prescriptions, as wellas any requirements of the Audtor-General. Thisshall be

decided within the context of the municipalitys budget

Every Departmental Managershall ensure that thea ssetidentificalion system approved
for the municipality is thoroughly appied in respect of alfixed and movable assels

contraled or used by the departnent in question.

8.3 Verification

The Asset Control Secion shall provide al Deparimentd  Man S with
comprehensive list of assetswhichare registered underther nrolatlesst once every

fimandalyear.

Every Departmental Manager willbe respo sble for verifying thislist vith the asses
unde their control andinvesigateany dscre pandesarsing out of heassetveificaton
exerise. The Departnental Mamager vill be requiedtosign and date adeclaaton
stating that the listofasssts verified For bis/her eparmentis com plete and acarte

except orthe discrepancies s repored totlhe Assel Control Secton.

84 Safekeeping

SecionB3 of the Muricipal Fiina nd=lMamag ement ACt (At 1o 15 1003) determine sinal
the Ao unting Oficer ofan uii cp altyis esponsitie brine Ananagennentofeasssts

of e nunicipaity, induling e safeqyuardng and eemnai niesna nee of thuose a ssets-

e
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Section 78 of the Municipal Financial Management Act (Actno562003)deteminesihal
each senior manager of a municipality and each official of a municipalty exercising
financial management responsibilities must take all reasonatle steps vithin er
respective areas of responsibility to ensure that the assets and liabil ites of the
municipality are managed effectivelyand thatassets are safeguardedand maintained
to the necessary extent. A senior manager or such official must performtine fun clions

subjectto the directions of the accounting officer of the nmunicipality.

Every Departmental Manager will be directly responsible for the physical safekesping of
any fixed asset controled orused bythe department inquestion.

In exerdising this responsibility, every Departmental Manager shall adhere 1o wiitter
diredtives issued by the Municipal Manager tothe department in question, o ge ner-ally
to all departments, inregard to the control or safekeeping of the rmumic pality's fi xed

assets.
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Section 9

Heritage Assets
9.1 Definition

Heritage assets are assets that have a ciltual, envionmental, historical, ratural ,
scientific, technological or artistic significanceand areheld indefiniely for the be nefitof
present and future generations. Examples are works of at, consenvation e,

historical buildings and statues.
9.2 Recognition and Disclosure of Heritageassets

After recognition as an asset,a dass of heritage assets shal be cariedatitscost less
any accumulated impairment losses” (paragraph 3 of GRAP 103 (Heritage assets)
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Section 10

Donated Assets

10.1 Definition

An tem donated to the municipality or acquired by means of an exchange of assels
betveen the municipality andone or more other paries shallberecorded inthe FAR

only ifit subscribetothedefintion of an asset as set outtin secion Sabowve.

10.2 Disclosuxe of Donated Assets

Donated assets will be dsdose din the Statement of Financal P osition at fairvaeless
acunulated depre ciation at date of acgurement. Fair val ve can bedefined & what an
assetwould costin the open market at the date of acy urement. I there is no open
natce For such assets thedepreciated replacementvaliewil be sppledtodem ine

fairvadue.

The tarsaction of acquirementwilreled on e Staement of ChangestoNel AssesS

as'Ass s Donated.
1 (.3 Budgetary Requirements

Tk sre budge reguenetsasioroterfixdassets are aopl cabole-
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Section 11

Agricultural Assets

11.1 Definitions

Biological assets are defned as Iving animeas or plants. Agricultural produce isthe

harvested product of the hiohgicalassets -

11.2 Measurement

A biclogical asset shall be mess uedoni nii 2l Fecogniionand a €ach repoting dateat

its fair value less estirmated point—d-sake costs Ths exdudesS assets with rarket-

determined prices or values \ahi ¢ arS 10! avai lale 2nd for winichalter native estineales

of fair value are uneliable - These assets vill be rmeasured at its cost less any

accumulated depreciation andany acoirmuliaedi mparrent|0sSes -

Agricultural produce hanestced fiom =0 entiy sbidogcd asses Jiipenneasuved at s

fair value less estimated pii - ofsdecois sk hep ot of hanest.

Records of the details of agicutual assets shall e keptima & parae section of the
FAR or in a separate acountig e adtoeter. The nuraicigoal 1ty must povde &
quantified description of €xch go> of bilogcd  asseks, distirmgu ishing petwres
consumable and bearer bi €0 geal @ss-elS o betveer mualare @n dimnnature tiobgical

assets, as appropriate.

11.3 General

» Ifany agricutualasetish s solem o desrojed, thes matEer { materid. shal be

reported in wiiimg b 1S Depeaturne mia Ve 9 comezwned in exactly £he samme
manner as though &he st yasanodinry fixdasset
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e If the municipality’ s investmentin agicitual assets does represent armateial pat
of its financial activities, tihe CFO, in comsultation writh theDepanmental Manager
concerned, shall ensure that expert valations are done at fequen inenals 3 thes
Council deems appropriate. Such valiations shall then account for loss €S, sales,
acquisiiions and other changes 10 the composition of the agricuttural ssSelS
concemed.

¢« Thedepartment shallinsure e municpaitys agricultaral ssels annuaaly, provided

the C ouncil considers suchinsurane desirableand afforcdable.

page 34



Section 12

Intangible Assets

12.1 Definition

ltems belonging to the cale gory ‘inangitle’ donot hawve 2 physical form and meet the

identification criteriainthiedefinition of 2n inangitle assetwhen it

» isseparable ie.is capable of being separaed of diided from the municipality and
sold, transfered, licensed, rentedor exchan ged, either individuallyor together with
arelated contrad, assetor la bility, or

o aises from contractual or other legal ights @xcluding rghts granted by statute),
regardless ofwhethertnos eri ghtsare tunsienble o sepaatie from the municipality

or from other rights and doligatons .
Examples of intangi ble ilems &<

« Mineral explovation righs
+ Conputer softvare (rotopewdi onal software)
o Licensing rights

¢ Senviudes
12.2 Recogition amd Vicasurenem!

Inangibteitensare intialy recosried =itheivcost pice. Where 20 intangible asset is
accyuired at no cost o For amoninal cosk, e costshal e ts tair value as at date of

aquisiion.

Mre initial recgnitin , e muncipally sl doo s dther the cost model or the

rewarzliztion nojelasis aconting polcy. I fanintaragole Zssset , i @ Class of revalued
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intangible assets, cannot be reval wed because thereis 10 sctve matcel For this asset,

the asset shall be carried at its costless anyaccun ulated annortisation andirnpairment

losses.

Cost Model
An intangible asset shall be carried at is costless any accuruated arnortisation and

any accumulated impairment 105 seS.

Revaluation Model

An intangible asset shallbe carried at. arevalied amount oeingitsfai value atthe date

of the revaluation less any Subsecuent Scunuated armovts 2ion and any subsequent

accumulated impairment 10Sses.

12.3 Useful Life

The municipality shall assesss whelue the vs el ifeorsevic: potential of an intangible

asset is finite or indefinite. Iff intethebengh of, of quwber of prociuction or simiar units
constituting that useful lifee, sknel W b= jetermimed. AN inangile assetshall be regarded

by the entity as having an nceFinteewsefu bife when. pasedonan analysis of all of the

relevant factors, thee is O oresee=dliel imitio the period 0OWe which the asset 1S
expected to generate ret cash il oUW sENi ¢ potcenttial for the e MiLY.
AN intangible asset with afinteusdulife i anorised and 20 inangitle asset with an

indefinite useful lifeis not,

12.4 Retirememtsmnc Disposals

more future

An intangible asset shallb-e e recoprised 00 sposal of \hen no

economic benefitsorsen i postermtialh o€ xpectedfromitsusa or disposal.

12.5 Review Of VsseFul L ifes Awss s snOemt
pPage 36



being amott ised shall be reviewved gach

T . o
he useful life of an intangible asset, that isna
n indefimite

period t i
o determine whether events and circum sta nces continuetosupli)ort a

useful life assessment for that assetl.
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Section 13

Capitalisation Criteria

13 st
1 All Asset Acquisitionsthat Complywith th ¢ De finition of
PPE.

sthe ca pitalised

All it i
| t" ems of PPE acquired that comply wilh hefixed asset defnitonmu
in th :

e FAR at cost and be provicled fox on e capital badg €t These tems will be bar-

coded (if moveable).
13.2 Group Assets

Grou = i
p assets are assets of asinila netue ad Lisu ally purchased as agroup.

Group items identified are:
e \Water and eleciricity meSs,
e  Chairs for community centesa nd the dtyhl
*  Library books
All L
group asset purchases il be tggedut st be capialised on the BAR 858

group and provided for o hecapitd tudEet

page 38



Section 14

Calculation of Capitalisation Cost of AssetS

14.1 Initial Cost

An item of property, plantand equiprienitiat qu alfies for- recog ntion @ 3N assel should
initially be measured at its cost. The wstofaniten o popety, piant and equipment
comprises its' purchase price, including imporrt luties and non-refundaole purchase
taxes, and any directly attributable costs of bringing the assetio working condition for
its intended use. Any trade discouris and redates 3 jeducted IN ariving at the

purchase price. Examples of directly at ripuitakole costs are:

The cost of site preparation

Initial delivery and handling costs

Installation and assembly costs

Professional fees such as for schitectsand engrueews that is directly applicable 10
the project

e Feasibility studies willonly b& aptaise & ostif hecapitd poject TOr which this

study was applied, will e exeted. U ptoihestringiFme o s capital project the

cost of this study will be carriedas\uer ki progress.| 1o capita projest vill 1ow ot
this study the costwill be 2dj wtel tokhe accurmbiaesd suplis acount

e The initial estimated costs of dismanetingand & movingthe ite™ and restoring the
site on which itis located, to the extemtt hat it srecogniseda sa provision

e Administrative and other genera oenhed (oS awe olya component of costif it
can be directly attributed t0 thes acquisti on of <corsiruceiorn of theassetwithout which
the asset could not have besen troucght Tosavor kin & onciiion

e Interest on external loanstna & diwectly atribatole €0 the acquistion construction

or production of a qualifyngassiar ratimterest h 2t woud have been avoided if

the expenditure on the cualiyinge et hadmol been weade .
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ﬁxchan ed PPE assels
case
s where assets are exchanged, e cost is deemed tobetne fair value oftine acquired

asset and the disposed asset’s de-recognised .

giE finance leases
ceal i
case is deemed tobea fiman ce lease, heassetis captalised atthe lower ofthe fair
is, using the relevant

value of the asset
dis _ or the present value of fuature lease pa men
counting rate at the date of signing oF helease agreemenf. g

W@ﬂﬁ@@@l@ﬁ

useful li.?;eéﬁi;j rr::ils celmem cost (ORC) approach requres information on the expected
ifie (RUL) of eaéh ft:a valie (RV), curert replacennent cost (CRC),and rennaining useful
extent of the com of thes asset components The CRCis e procluct of a witrate and the
Hve BXIHifG assetp_‘megt ndrepresentstine costot epadngtihe 25S€. andin cases where
portion of an ass lst % S‘flew‘ t,herei"ECement vitha moden € uvaent The depreciable
denrecisied BB ; is determned by subiracking e vesidial vaue forn the CRC. The
depreciable orE cement cost (PRC) 18 established by PO portionately educing the
life. portionbased on the fracion ofthe rernai nin gu sef Jlifeoverine expected useful

Accordingly, the followi ng for muala Esuased:

DRC = ((CRC - RV)x ROUEUL)#RY

ce of defi nite cost variance due

Repl i
placement costs are ge-en field, inlessthereiseviden
ndprovision ismade

to “"w . n ot -
: :&Wn-ﬂe!q r.nodlhcgtlon s Capitaul unit <oSts varyfronsite €0 sile d
specific influemndng factors(S9- o pogra phy). Ca plalunt costs &€ also influenced

by macro-economi ivi s ncia
ro- n ! m i '
conomic dwivimg Forces s ch as supp\y-and-demand",eco norny of cale, financ "

mark =ik
ets and avalabilily o corECOH, amd Ehe ime pac:tofthesefactors are reflected in the
the valuation date

%Z_TMM

e Ftyﬁ?ﬂ:ﬁ?&@:: ef\; eldeio d 1iSets comsiructed by he unidpality itsetf or another
Lrd Rat dre cwsia ;eg] ‘;he municpalty. Al ssSesS i can e Clisssified 2 fixed assets
depreciated over s cst’:' y thg- “"-U"‘_C*Qahty.Sho ud e reco ried inthe asset register and
il e € lmata-dwsgfulllie for hatcdegry <f assel.  Propel records are kept
weselliinn ot ntagsrsoclated ‘vnth the constucton ofthese & sets are commpletely and
cest (both d feor &8 cipeitall urnde ¥ cOnStu cion, anciupoxncon peton of the asset, all

rect amdimiwect)asaiaediin e onstueionoftie asset ae summed an

cipialised as an ek

Bo nowing_costs
i .
Borowing cosls are i st andh other costs imom e« Oy Hhe Mun icpality from porowed
bank overdrafts

Tin i :
is. The temsthil aE cRzsssiied a5 bowowineg cosksi nebud eimerestonba
amuotiisatio of pr emiurms of discounts associated

=N d short-term and loeng-teram o oning3s,
Page 40



with such borrowings, amortisation of ancillary costs incured in connection with 'ghe
arrangement of borrowings; finance charges in respect of fi nanee leases and foreign
exchange differences arising from foreign currency kor rowingswhentheseare regarded as
an adjustment to interest costs. Borrowing costs shallbecapitdised frefated to consiruction

of aqualifying asset to get ready foritsintendeduse aorresalk and excternal fundingis sourced
to fund the project.

Investment property

- Where available, initial recogn it 1 will Take place 0N hec
relevant cost data not be available, afair value dettermin gionwil be ma
valuer, Subsequent measurement and discloswre willoe sibjectto an annud
assessment.

N If the council of the municipality comstyucts ordevelps aproperty forfu;lgg
use as an investment property, such propety shl inever res pec:tbe_accounted for as 'a
until it is ready for its intended use - where afer it shall koe reclessiied a an investmen
asset,

Intangible assets _
An item of intangible asset acquired by ihe rurici el ity s recognised 2 cost. V\here 4 an
intangible asset is acquired at no or o micd oot Cor e<arpe in he case of donate fqr
developer-created), of reliable costs data isMot aalabe, ts cost 8 deemed 10 e its fair

value at the date of acquisition.

ost model. Should

de by appointing @
| fair value

Policy
Fixed assets that qualify for recognition sh 2l e apia lised atcost.

In cases where complete cost data is nott awalatle orcanot e reliably linked to specific
assets, the fair value of fixed assets shal ke aloped o the followving b 281S:
» PPE infrastructure, community asses, ONEr asses, stff housing
immoveable);: depreciated replacenents, .
e PPE land: values from the valatonro (osrimtre eent thatsuch is not available,
depreciated replacement ¢o st):
e Heritage assets (that do notqualify as anyothesrP PE)M
e Investment property: values fFromnthewaiagion ol ‘and
e Intangible assets: depreciatedreplacement st

(rmoveable and

o walue shallbe indicated.

14.2 Costs Incurred- on Ex iskin g WL Smipsequent (o the Iniial
Recording of the C os t Primee=

Assets are often modified duing theirife. Tise &S o wraain types o mo difi cation:

Page 4 1



Enhancements / Rehabilitation:

This is where work is carried out on the assel thatingeases 1 senvice paenial
Enhancements normally increase the service poential of the asset O rray extend 20

asset's useful life and result in an increase invaue.
These expenses are not part of the life cycle of the assét- Thesecostsnomalwbecome
necessary during the life of an asset due toa change inLise of the assel o techrological

advances.

Disbursements of this nature relating to an asset, hich ks alreadly Foeen recognised

in the financial statements, should be added totie carnjimg anountof inal assel. The

value of the asset is thus increased whenit is probable hatfuture 0 normic benefits of

service potential will flow to the municipality over herenaiing e o the asset.

To be classified as capital spending, the expe niitrerustad toatieast oneoftihefolowing

economic effects:

[ ]

Modification of an item or plant to extend IS isefullife, inchding an inueseinits

capacity

 Upgrading machine parts to achieve a sulostantiel ingorovermemt in the quality Of
output

+ Adoption of new production processes ervlnga s net antial reciuction im previously
assessed operating costs

« Extensions or modifications to innprove functomaiiy sich @ in stalling computer

cabling or increasing the speed of alift

Improve the performance of the asset

Maintenance / Refurbishment:

Naintenance is an expenditure, relating o (e sCar A iera e of propety, plant eand
equpment, which are made to restore or mainEi he fautmre  eSON omic benefits Of
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Refurbishment of works does not extend functionality orthe lie of the asset, but are
necessary for the planned ifetobeacieed In sich Cases, e value of the assetis
not affected, and the costs of the refuarishrmentare regarcled S operating expensein

the staternent of financial performance.

In summary if the improved perfForrmarces or exten ded ifeofan assetis not peyond what
has originally been esti mated for the asset and he expendiure is only to bring
performance back to the lewel thatis romnaly expected for he asset he expenditure

vill be considered an operating expEnse.

Definitions and rules

Options :
Accounting standards allow rmessi rerment afte r reco gnitior oM either a cost or revaluation
model. Differentmodels cante applied, prov igngthe treaimen tis €0 nsistentper asset class.

Costmodel ot
After recognition, an assetis ariedatitscotless any acu mulated depreciation and any
accumulated impairment 1 0sSes -

Revaluation model ,

After recognition, an asse! (Whese @S c2n be neasuedreiaby) s caried ata revalued
amount, being its far vale o he S of revalaton less 2Ny subsequent accumulated
depreciation and subsed centacwun vated impaimuent psSses Reval uations are made with
sufficient regularity to emsu¥e £hat ihme carryimg anointdesnoa differ materialy frpm that
which would be determined s fai value a e Ep ring date. WWnen revaluations are
conducted, the entire d=ss o assessskould be rewsalLted _Revaluationis'lo be executed b.y
persons with suitable profe-ssi-onalmualiﬂcalions i epeieice AVY change to an assets
carying amountas a st of eva lation, is ¢ vedlited (or ed ucked from any surplus from
previous revaluaions) i e Rer gl aion Reserve.

# The re/aliatom suplis is ransferwed 1o securnu lated surpluses/deficits on
derecognition of an assel- AmaETo uit ecqual o the diffewen ¢ petween the new (enhanqed)
depreciation expense =nd e dllep Teciai on €X persess Qeesmined in respect of such fixed
asset pefore the rewalidi<on in qesion s tansfered forn Ehe revaluation rgserve to the
nrunicipality’s appropiaio ma cioukt An aljustnen othe 23 gegate transfers t0 be made
atthe end of each fi mardaly=a.

Statutory inspections _ " i
The cost of aregularm g 1< dmtorymspetin NS reequiwecl fo rimernunicipality to continué
tooperate an asset is Te¢ ourisesd =it he tin elhe <istis el vecd @and any previous statutory

inspection costisd erem» sl
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Expenses to be capitalised _ ' q
Expenses incurred in the enhancenen of afixed asset (in theform ofirmp roved of l_ncreafsti
services or benefits flowing flom thes uSe ofswhasset), o inthe materi al exension 0 the
useful operating life of a fixed assetare aplalsed. Such expenseS srerecognised oNee te
municipality has beneficial use of he asset (oeitnew, upgaded, and/or Tenewed)_— priorto
this, the expenses are recorded asworkin-progres s, Expenses incurred mthe_mamtenafmﬁe
or repair (reinstatement) of a fixed sset hatensues that he useful operating lfe of tde
asset is attained, shall be cosilerd as opeatig experses and are not capitalised,
irrespective of the quantum of he expeSns es concemed

Spares
The location of capital sparesshilloe anended once they
classified to the applicable PPE asset subo-cale gory.

are p|aced in semwice, and re-

(a) Policy

Measurement after recogniion shalbeonthe flloving basis -
e Immoveable PPE landz Cost model N oieidle PPE cost model

o Heritage assets: costrmocie, .
e PPE Land and Investmentpirop ety wallies established on the cost model; and

¢ Intangible assets:cost model.
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Section 15

Residual Values

15.1 Definition

The resi i
o esidual value of an asset is the osimated armount thatthe muncipaliy would
re [ i
. ntly obtain from disposal of the assel ater decuctng the estimated costs of
osal, i
posal, if the asset was already of the age and i nthhe condtion expected at the end of

its useful life.

15.2 Determine Residual Value

msofthe defintion as

t equalto or

Residual value will be determined on PPE where practicalinter
stated above, The residual value of an asset may incre ase 10 4N amoun
greater than the asset's carrying amount. Ifitd s the asse sdeprecialion charge s
zero unless and until its residual value subse quentlydecrea sgstio an amount below the

asset's carrying amount.

The resi

if residual value and an asset shall be exieweciatle ast & each reporting date and,
ex ' ‘ ‘ ‘

pectations differ from previous estinaes, the crmanege(s) shall lbe accou nedforas

a change in an accounting estimate
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Section 16

D . .
epreciation of assets

16.1 Definition

of 'using up' the service potential of the asset overits Lise¥ul Vife-

Note: d :
. de L :
preciation 18 not a method of financing tine repiac:ernen‘t of assets and is

necessar
y even when assets are revalued every Year (exchding yaluation of viological

assets).

1 .
6.2 Which Assets must be Deypreciated

amortised |
ortised in the case of intangible assets.

Althou : ;
gh typically disclosed together, land and bwildings =1 separab\eassets. Whie

land n wicaid gt
ormally has unlimited life it is not deprediated ol dn g8 @€ Heritage assels such

orama lly deprec'\ated. The

as ; ; .t
works of art, historical buildings and statuesare =son=tin
ch are \ikely to be

reason i =
b on is that these assets have cultural si gnisficanc=e = as SV
eserv ' i (]

ed for the benefit of future generations lti s tiereeo- Té impossbleto determine

their useful lives.
1 . e
6.3 Determining Useful Lives of As&!S

TheC '
FO shall assign a useful operating lfeto eamch ¢ qxac‘nab\e asset ecorded on the

S -
icipality's FAR. In determining such ateful lie e C-FO skl 2dere to the useful

liv f
es set out in the annexure to this docamen (e=ter Arane=xumre A-
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The useful lives in Armexure Al b desterviined: consi dewing 1 the following RACOT
* Expected usage of the asel  Usage 8 ssessed DY rdererce ©0 1€ amels
expected capacity or physical owltput

Expected physical wearand 3t \aii ¢ degoends. o pperationdl fCHrS suh & 11
number of shifts for whickhtine asset s o boe wsed =nd herepall and maintenance
programme, and the cae and rmainiena nee of hea ssetwhle idle.

Technical or commercia\ohsolesue-nce arsing from changes o improverments 1f

production, or from a chande intnermarket jenand forine product oF senice output

of the asset.

Legal or similar limits onthe use ofthe assSel sach & he expiry dates of related
leases.

* The recommendation of e rmara@es of he departments inoled

In the case of afixed asset i < st listed in Khis annexire. the CFO will determine

a useful operating life. 1T eessay s vl e ione i comsutaton with the
Departmental Managerwho vkl contrd ©riase e fo<ed asset inquesstion. This Manager
will be guided in determinimg =ychuase ¥l \ife either by irme wiseful \ves assigned inthe
annexure to the fixed asset Meost dose lycomypa radle 10 the assel inquestion of by any

appropriate statementot genenal iy ecognisexd acountngprecice (GRAP).

The useful life of an assel gl be eviesed at et ateach reporting date: The
amortisation period for e intan gloele Zssel witha firaite S el life shall be reviewed at
least at each financia year-end.lf theexpacladuse'ful Ife of the assets different from

Previous estimates, the a mosissaian period srwal be ch anged sccordngly.

Only the CFO may awend e s opeiting lfe asigned oany tem of property:
plant and equipment, an Jne=naany materid amen Jrueresous e CEO shallinform

the Council of sucha meand wres=nis=.

The CFO will amed the s geatig bif =sigred to any asset -after
recommendation from e JFfectecd despawrimenst- i pesoness knowin hat such asset

has been materialy in e o rapoopestly maaikan € « sichan exert that its useful

operating life cycle Wik otbeatiund
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If the value of an itemn of property, plantand equiprme nt has been dminishedto such an
extent that it has no or anegligble furkher isefuloperating lie or vlue suchfixed asset

shall be fully depreciated inthe financia yearinwhichsuweh lesserninginvalue oceurs:

The additional depreciationexpenses shall e debitedto tredepartrments expense vote

controliing or using the fisced assetin question.
16.4 Depreciatiom Cale ulation

Tangible Assets

The municipality applies threes m eih ois of depedaionto pest reflecttne pattem of use

ofanasset. These methodis are:

e The straight line depreciaion melnod whe ey iterns of propety, plant and
equipment are depresi aed on acomn sfant or uniforr anount OVer their estimated
wselul life. For ecanple, if a veénids s prtnesed anadhas 20 ostimate d useful life of
5years, each montin 1760 th ofthhe ~ehicl e will ke depreciated :

« The sum ofunis metuod whersby un its comsLamed agairstiotal unitconsumable for
J asset are releded as depreciation.F of cranpk 5) gavesh2Ve been soldforthe
noath in the cemmestery wshich cam prodwos 100D graves. The depreciation will then
be50/1000ti mesthe costofinecemetery pialised.

v Tre diminishing Talance nehod whereby & pecentese o the cost will be
depreciated evern st Forr e<amplean assextis- o he depreciated at 10% per period

onthe carrying vallue .

Depeciationis aM ex<peense bt ca o \ded =nd istited on arMe ninly boasis against the
aypopriate lneiten i e dep@inentorvate in which theiem of property, plant and

ejupment isusedo reorsuredl amdsho ud be e cognised ¢S sLIcw.

Page 48



Depreciation shall be chaiged fom he date which an iter of property, plant and
equipment is available for use ard will continue until the Scunulated jeprecation
equals the cost or valuaton amount of the respetive fem of property, pant and

equipment or the item is clisposed o writem off

When depreciation is cal cul atleed, @corespon dingaccumulated depreciatior‘ account is
created. The accurnulated depreciation sccount is astaenen offinancialposition tem
(it is an asset provision). This accou ntkoalance refedsthed epreci afioncharge thathas
been expensed or captalised s h e asset wes avl abl efor Lse: The balance on
the accumulated depreciation acwunt can newer e ceexd the cost Of vauation of the

specific item of property, plantamd equiprnenttowhic:hit elades.

Intangible Assets

Amortisation period andla¥mo s sion metho d. The arnor-tisatio nnetihod foran intangible
asset with afinite usefulifeshalibe eieedatleastat ead fnancia yearend. If there
has been a change in the epected p aten o comsunmplion of the futue economic
berefits ermbodied inthe asset,h canortsa on metiodshall pechangedto reflectthe

changed pattem.
Finite Useful Life

The depreci able amountoff imintaugdle assel witha finite usehill life shall be allocated
on a systematic basis OST igs Lisesful lfe. Anorisdion shal be g when ihe asset is
available for use, . when itiss im ihe Yocation =nd condiion necessary for it to he
capable of operating in e MeanEer iEencdecd by mian=SgEnent - Armo riisation shall ceas€
atthe earier dateina tes st dassifedasmed fowsale (orir\cluded in a disposal
gowp thatisclassified a el dforsde)and the &t thatimeasS eti'scierecognised. The
amortisation method wsed gl eflectime pette i wihich e ossel’ sfuture economic
berefis are expected b S onsumed by e Emuice pallity - IF that pattern cannot be
Jetermined reliably , inestaigw e et dshilbeusdd. T he armortisation charge for
each period shal be rcuns-el i pofl o losss LneSss- arot hew stendard permits Of

el in e @nyrinds armont of @othe assel-

requiresit to be inclu
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Infinite Useful Life

No amortisation will take place during thisp hasse.

16.5 Budget Requirement

Each Departmental Manager, acting in cons utation witn e CFO, shall ensure that

reasonable budgetary provision is made amuallyfor the deprecation of i applicable

assets controlled or used by the deparme nting estonor expecedtoheso controlled

or used during the ensuing three financiad yeaxs -

In calculating this provision the following st etakeni nio © nsideralion.

Assets in commission with useful lie 1=l wil span the budgel pericd or a portion
thereof:
o Eull 12 months per budget ye=r uness- fukly Aeprecitted pefore thefina budget

year

Expected assets thatwil be cornmissiomed in the carenyearof operations:
o Full 12 months per budget yer nlessialy depre cated peforethe final budget

year,

Expected assets that will be commissb nec ine e e vsuing fraree yeus:
o Pro rata for commission year =d ful 12 monkhs for ensuing years on
commission year.

e For ensuing years 1January ofeanyey vilie re-gardedasdate of commissioning.

The procedures to be followed in accowunting d Yucigesting For the amortisation ©f

intangible assets shall be identicallo iaoses apolyingtothe epedaton of property,

plant and equipment.

16 6 Offset Depreciation

Assets financed by GovernmentGnmts of pmbli ¢Coratii bwto 1
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The nei :
he principle of government grant and public contibouion funied agets s that Nere

g .
hould be no capital cost included in tariffs from usin gtinis soLIEE of fnancing.

F .
unding from Government Grants and Public Contributions, equ 10 the am

to fi :
0 finance the asset aré directly transferred O the opesrating account @8

t ; e ;
ransfer will reflect in the accumulated surplus 8 ofisel of Qeprecition against future

d o
epreciation charges on these assets.

Assets Re-Valued

An amount equal to the annual deprecaton potion o WS eyaliedassets should be

transferred from the revaluation reserve to the carmiaedsupls or deficit.

16.7 Disclosure Requirements

In the accounting policy notes

= The depreciation ethods usedand 1€ deyr @i dionradSsOr usefullives.

On the statement of financial position

¢  The depreciationis part of the Net P ropety, Phntand Equipnent amount.

On the statement of financial perforwma ne

e The depreciation charged in ariving 4 e net SIrpus or défict disclosed in the

income statement.

\n the notes to the statements

e The gross carrying amount and the el =L dc!ep‘ret;iaﬁ on atthe peginnind and

nd of the period inrespect of ead Cas dpo perty, pan ancd ecuipment, together

e
with all the other movements on e s uncs.
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In Annexure B and C to the Financial statements

¢ These Annexures distose a ImoTe cetaledanalysis oftihe war ous dasses of assets

(Annexure B) as wellasa detiled analysis on the allocationof assetstoine various
departments and funcions (Amnecue C) These Amewres must show @
reconciliation of the carning am oumntatine eginning andend o the period showing:

— Additions

- Disposals

~ Acquisitiomns through s ing s cornbi nations

_ Increases or jecenes res uling fromm revalatons

_ Reductions in caryng amount (rmpaimnert loss€s)

_ Depreciation

—  Other movenens

When property, plantand equpnert is dsposed of by seNingordestroyed the asset
values must be offset against e pro ceels f any. This wilresultina profit or 10sS on
the particular itern ofprop ey, plarmta nd equiprvemt. 1t iternwas previously revalued
andthere s stilla balane egawdrgthis e onthe revauaion resene,this palance

must then be transferred to e af:cumu\atedsurplusfdeﬂc:itaccour‘\t
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Section 17

Revaluation of Fixed Assets

The municipality must adopt the cost or revaluationmet hod at re-measurere ntof PPE.

In adopting the revaluation method thie follovimg wil be relevant-
17.1 Revaluation Process

In adopting the revaluation nethod aclassofP PE, afer nitial recogntion, whose fair
value can be measured reliaoly, shal be cared ataealed anowunt, being its fai
value at the date of the revaluation| essany sibsequent accumulated depredationand
subsequent accumulated impaimment|oss- €.

Revauations shall be madewwih su ficientegulaitytoensue thattne carrying amount
does ot differ materially frorm thet i woull ¢ e cletennined using far value at the
reporting date.

17 2 Revaluation Reserve

The CFO shall also, whee appl cabole, oredte a =@ lLation ressne for fixed assets
equal to the difference etveen e valie as reoded it the yalaton rol and the

carrying value of the fixedasst»eor the sAjustment in quesstion .
17.3 DepreciatiomOf Tevald Property

The fxed asset concemed sl inkhe ase ofbuidings, be iepedated onihe basis of
its ewvalued amount ower (IS ren aning useful op eating e Such increased
depreciation expenses shall b b sdgestecd for &and je=bted aganstthe appopriate line

itenninthe department sv ot oerireliEng @risimgthe e S8 in question.

e e e e e e e
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enh n d 1erm'\ned
n it ex pe seSAE€

) nthly depreciation expense andthe deprecna jory exp
( anced) mo 1

g L AN
m mun i fion accouan A
ici pallity' s @ppropr'e
i serve to the mumnickp
month from the revaluation re

necessary.

17.4 Disclosure of Revalued Proper ty

financial
in the annual

PE shall be carried in the FAR, and recorcded I

Revalued P S
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Section 18

Disposal of Assets

18.1 Disposal

In compliance with the principles and pescriptions of the MEMA the transfer of
ownership of any fixed asset shall be far, equitble, trans parent, competitive and

consistent with the municipality's SCM policy.

Every Departmental Manager shall repor in witing to the cFO amualy on all fixed
assels controlled or used by the depatment concemned which the director wishesto
dispose of by public auction or pulic fedesrwitiiintie period U 30 June of the next
financial year. The CFO shall hereate: cnsliat the equests received from the
various departments, and shall p rornpt 1y report su<h consolilated information to the
Disposal Committee prior to being reported o the Courcl orkhe Municipall\llanager(by
30 Apil of the financial year), as the case may he. @cormmendng the process of

disposal to be adopted.

Any iterns declared obsolete ordam agedwiil be haniedinto e Assel Control Section
for safekeeping. No items wil be reeeved by e Asset Contwd Section without 2
completed asset disposal form counter sgnedoythe Assel Corntrol Section, describing
the status of the item andthe reaso nfoneviting—dff heiten -

Eachdepartment must take the Necessay stepsioemsure thatalther obsolete or damaged
assels are disposed of in the oned @nd ioproved e Itistie responsibility of each
dep=rtment to ensure that al such asdssios b d sposedosfawe Helivered to and received at

the Asset Control Section.

The Council shall ensure thatine dispos-alofany fisd sl tices pace in compliance

wih Section 14 of the MFNA2004 sdehe SCM Policy .
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Every Departmental Manager shall ensure that any ncident of 105S, tineft, destruction,
o material impairment of any fixed asset controlled or ussed by e departrment in
question is promptly reported in witing to the suance Section, the AsSe! Control
Section, the internal auditor, and in cases of sus pectedtheft o malicious damage, also
to the South African Police Services. Once the fixed asselS aredisposed Of the CFO

shall remove the relevant records from the FAR.

Transfer of fixed assets to other municipalities, md nicipal entiies (vhelner ornat under
the municipality's sole or partial control) or other orgams of state shalltake place in
accordance with the above procedures, except thatthe poOCESS ofdisposal shall be by

private treaty.

All assets to be disposed of in the next financial period s 10 e tanseredto the non-
current assets held for sale account revalued to the lowner of ostand expected selling
price and to be disclosed on the statem ent of Finanuciaul Positions 35 non-current assets
held for sale under current assets and not as propert, pant and equipment under non-

current assets.

18.2 Other Write-offs

A fixed asset even though fully deprecided sal be woriten off only on the
recommendation of the Departmental Manag ef cntolingor isingd theasset concerned,

and with the final approval of Council.

Every Departmental Manager shall annually report to e 0 on anyfixed assets which
such director wishes to have witten off, stairmg in il the reason for such
recommendation. The CFO shall consdlidatealsukheyors 2 dshall promptly submit

a recommendation to the Council on the fixed st b2 yrriten <fl.

T heonly reasons for writing off fixed assels , ot her hianhe dsponsall of suchfixed assets,
shal be the loss, theft, destruction, incorect caplals —liOnNs or maerial '\mpairment of

the fixed asset in question.

s e o e
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183 Proceeds /Gaim ox Loss om Disposal of Assets

When assets are disposed of whetherbydisposal orwriten off, the asset values needs
to be readjusted and offset againstine proceeds.- lithe proceeds of the disposal are less
than the carrying value recoded in the FAR, such difference shall be recognised as 2
loss in the cost centre of the d epartrment concerned. Hfine proceeds of the disposal, on
the other hand, are more than the carying value of the fired assél concerned, the

difference shall be recognised as 2 gaininthe cost cenreofihe department concemed.

If this asset has an outsta nding balance on the Revaliation Resene this balance must

be transferred to the Accumuilated Swrplus.
18.4 Disclosure of Asset s Disposed of

The carrying value of fheasss! aispesed o is renoved fom the records and will not
eflect on the stalemert o Fiman cia | Position &S part of khe palance on property, plant

and equipment under non-cur venutassets

The gain or loss wil e efected M e sttement of Fimancal peformance as a gain

under revenue or as a\ossunderaxpenditure
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Section 19

Recognition of Assets in {he Finamcial Statemem!s

Recognition is the process of incorporating in the statement of Finandal P osition of
statement of Financia Performance, an iterm that meets fhe definition and satisfies the

criteria for recognition.

Assetsare classifiedinto citejoriesassel out insecton? (Ch sssification of Assets) and

the information for @achcalegey Summ aised in atablefoma isdisclosed as:

+ amotetothe financi gtatermemnts

¢ with adetaled dischsureasanam exure reflectngine rnowenents for the financial
year by category and sulcatgory

+ movements arealso refl ected on am amnexure Pel department

e the retvalue (carnimg vabue @ yearend) for 24l categories 1S added together and
reflected as asigle Iheten in the siatement offina =l position.

The falure o recgise SICh iterms is not redified by gisclsue of the accounting

polides used, or by notes of explamatory materiak.

To be able to assess e wilisation o assets Jl asses shoud be listed once the

roogyition criteria awe mest An sset itemn sthould bes e grised in the financial

dalenentsif itrmests e

\ P ploabilty crie via (tispEod abletinat an\;futuree.-conomic be meffits or Service potential
a ssoci ated wih hea St il Flowrv (O thue v )

v Neasurerment citeia (Ehe sethas 3 <st or walue Ehatt c2n be measured with

reiability).

lmrany cases,cost o vlue must be estim ge=d, Xhe 1S ec:freason.ableesﬂma'ies'*S an

sssnitalpat o e pre=nton rFirenal stieneis a nd (mes notundermine their
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reliabilit
y. W
hen, however, a easonable esstinnate Can not e ade, the ftem is not

recognised i
ed ; . L
in the statementof Fi nandalP ositiomor statemesnt ofF inanci@! p eformance:

An ite
m tha .
t possesses the essential charzacterist\cs ofam aset bu falsto meet the

criterig f N
_— lor recognition M3y nonethel esS agarant discl s
1al or |
 in supplementary schedul es. Traisi 2 PPTOP riatewhenknowledg

e
red to be relevant 0 fhe evaluation of the= fiman G\l positi O

Change «
s in fi i s ’
n financial positon ofthe uEnick pakily b e ses of fin ancial statements.

NO a
recognised in fhe staenen of Firnan g\ Position for expenditure incurred

where it i
it is i
is improbable that o coronnic  bereft sewiice potentia yill flow to the

e tine probabﬂity is low, such @

transa .
chi i . e
on will result in the re© grivtom of &1 eyperse N xhe gaternent of Financial

Performance.

Municipali
ipality beyond the current Finaunct o ~yeax. VINer

Whe
re th : ;
recogni e expenditue hes DN iyoured i © medion vith & asset already
i N
sed, consideration shoudd ecgivesnt tre EDTO\Jabilit\;that the ex

inane .
Xt ) ;
ension of theassels estimaes weh e lf the pr:obabi\'\ty ishigh the expense

will be a
dded to the value of e asetin thestatement of Fin ancid position and written

off b o
y way of depreciation ower theremaim"ng jfe=of the et

pense will result

Ex )
pendit i -
iture incurred om an eisin g 2% et “theat wil ol exxterd the useful iife or the
ancial Performance as

fUnct' “
ionality of the asset, wil e hecked in VE gale me=nt of Fin

an ;
expense (M alr\tenance)

Ass
ets m : y
ay be acquired o safelny 0% emvlrommantal eSS The acquisition of such

assets, whi - , _
, while not divecty increasmthe futwyres ecson=om icloermefits OF senice potenﬁa\ of

any parti st
particular existing assest ey hee uetesSaW ina order 0 ythe Funicipality to obtain

s otier gssets. VWhen {his is the

CaSe S L
, such acquisiion of aSSElSQ,Ua‘uifY for- eecocnitaon s assels, in that they enable

the .
future econom\cber\‘eﬂ\:s orsevie= pooterta | freom

future - -
economic eruefits O Senwie pe nia| feron el el ssets to be derived BY the

munici p f ;
icipality in excess dwhan\comdd-eriueiuf ey hemddt peen acquired. However,

such a 4
ssets are Oy (o giasaio i=<® yie=nifzhatih eresling carying amount of such
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exceed the total economic benefts of senvice

an asset and related assets does not
recover From their continued use and ultimate

potential that the municipalty expe cts 1o

disposal.
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Section 20

Funding Sources

The mai - i
main sources of finance utilisedto acquire assetsare

» Government and other conditiona gans

Finance leases
Conditional grants, subsidies and publc: contributions and donations

Surplus cash

Donations

The i v
sources of finance that may e ilissdtofimance & setsare utiised in accordance

with the provisions of section 19 of thex M FVIA

20.1 Government and Other ¢ omdition al Gramts

ant forthe accyisiion of an asset is

Whenever a conditional gowvermm enft or other gr
is bought, an

— .
eceived a grant creditoris creardonee i ofthe fuds - 0FCE heasset

a .
mount equal to the cost of heassl!s iranssfewred frome heu nspent grant creditor to

t % g
he statement of Financial Performame éS evere.

U 2o
nspent conditional granis are rdetel o S skaenen o Financial Position under

current liabilities asuns pentcon dticnalg ramts Tres e funcls always

b N . g
y cash. Thefollowing c© nfitorsae et rthec:reatio‘nand Jitisation of these funds:

« The cash whichiacks U the graniis nrested il uilised

Tstweated in accoredamee withgrant conditions. f it
jas pert of hecredidr. \fthe conditions are
e sl earned in he staterment of

have tobe backed

e Interest earnedonthe i estoment
is payable to the fander itis =0 e

silent on investmentin%erestit s recogEnised 28 inter

Financial Performancea nd migt be al <cated, Eno ukn esttenent of Changes in
t is so stated inthe

Net Assets, inparkor fullly ®ohe v = pwtom oftregantif

accounting policy
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* Whenever an asset i acquired from acon dii onalg rantanamo unt equal 0 the cost

of the asset is transferred from e unspent gan gedtor o the statement of

Financial Performance as revenue.

s The amount spent from this grant, meeing the condion, 1 transfered to an

operational revenue account  and eflected on he <atement of Financia

Performance. It will then increase (e surpls for the year 29 e accunulated
surplus representing an oFfset depreci aion Surpls

Once the asset is available for use, it is incu ded im the FAR and depreciation is

calculated based on the relevant useflife ofthe asset pepedation onthe assetis

then charged to the statement of Enancid Perormanceas anexpense

202 Finance Leases

A lease is classified as afinance leseif it meets e reco gnition requirements as per

GRAP 13 (Annexure C).

Atthe commencement of the lease Er, e m uni cp alty skall ecognisefinance leases
as assets and liabilities in ihe statermentof Fiyamdal P osition at armounts equal to the
far value of the leased proyperty o iflover, e present ale of the minimum lease
payments, each determined &t he imcegpion oftie kease. Thediscountrate to be used

in calculating the present waLe of thes muinirmurm |l ease paynents 1S the interest rate

inplicit to the lease, if s s pracicakl © jetewning 1ot the municipalty’s

incremental borrowingrate snal be el Ar\yir\ilialclirecicostsoﬂhe runicipality are

:cddded to the amount recognsed 2 M sk

2.0.3 Donations

The fair value of donated asseests il stioe eemined anclat (@ceipt of transfer of the

=ssets be allocated o e Jcommalied surpl sa ccounet.
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it i inclucled in the FAR and depreciation is

0 :
nce the asset is avaiable for s,
Depreciation on the asset is

¢
alculated based on the relevant usefl ife of the asset

the .
n charged to the statermentof F inancia Performance asanexpense.

20.4 Surplus Cash

anced directly by allocating

If : .
there is sufficient surplus cash aaiabe assetscan e fin
ihese assets will not e

thi o b
his cash for the acquisitiorn of 1= sets, Deppre-ciation charges N

offset.
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Section 21

Impairment Losses

21.1 Impairment

The carrying amount (book value) of =n itermora group of identical items of property,
plant and equipment should e revienved periodically in orcler to @s5€sS whether or not

the recoverable amounthas declined bellow he camying amount.

Recoverable amount is the annouant that the mu nicipality expects 10 recover from the

future use of an asset, in cludng itsrescalvaueon disposal

When such a decline has occurrecd, the carrying smount should be reduced to the
recoverable amount Theamountof e @ducionshoud ke ecognised as an expense
immediately, unless it reVers€s a prewious vevauation on properties in which casé it

should be chargedtotne Rewalagion Reserve.

Therecoverable amourt ofindviduaass €, o groupsof identical assets, is determined
separately and the cavykng annouan recuced to recoverable amount on an individual
asset, or group of icentcalasset - ass, Horvever, here maybe circumstances when
it rmay not be possible o 2SsesS fhe rcoweabe arnount of an asset on this basis, for
exznplewhenallof the plamtand el up mesrtina severage puification work is used for
fhe same purpose . I sweh ci e ms-Taw eSS, the carnjing am ount of each of the related
assels is reduced in prop otion b S oeral decime in recoverable amount of the
spalest grouping Of S els or utich i is possiole 1 make an assessment of

recoenble annouant.

Thefolowing rna\;beindi::ators =t anasetnes be corme inpaired:
« Theitemhas been <rmagge

« Theitemhas beeorme te=malggiialy g»sol el
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* The item remains idle for a considerable period either piortott peing put into use of
during its useful life
* Land is purchased at market value and is to be utlised for subsidised housing

developments, where the subsidy is less thanthe purchases price.

21.2 Impairment Example:

An example of where the municipality has suffered an impairment lossis the purchase
of land for an amount of R5,000,000. The land vill be utiised for new subsidised
housing developments. If at yearend the expectationisihat the municipality will receive
only R1,000,000 by way of subsidies an impairment s of R4,000,000 needs to be

recognised. The recoverable amount (R1 1000,000) s calultedas being the larger of:

* Net Selling Price of the land which is the am ount ottainatie from the sale of the
market in an arm's length transaction betveen knowledgeable, willing parties, less
the cost of disposal

Value in use of the land which is the present valwe of Ehe estimated future net cash
inflows expected from the continuing use of the assetand Fromits disposal at the end

of its useful life.

21.3 Disclosure of Impairment LOSS¢

All impairment losses must reflect on the saterment ©f Einancial Performance. The
financial statements should also disclose, in heeo nei Yiation of the carrying amount at
the beginning and end of the period for eac dass oF propety . plant and equipment
recognised in the financial statements any impar me ntl osses recognised Of reversed in

the statement of Financial Performance during ihe e ol

M aterial impairment |0SS€S need to be fisdosed M thee ~destotheincome staternent

as a separately disclosable item.
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21.4 Reversal of an Impairment Loss

The same procedures as for the identification of imypai red issets are followed as 1o
whether there is an indication that impairment mMay have jereased. If so, the

recoverable amount must be added to the carying vale of e asset.In addition:

s The life cycle must be adjusted

e The increased carrying amount due to reversal shoud notbemare than what the
depreciated historical cost would have been i the inpaiment had not been
recognised

e Reversal of an impaimnentoss is recogmised as incomein heincome statement

s Depreciation must be adjusted for theremaining lfe cyrce.
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Section 22

Investment Property

22.1 Definition of Investment Property

Investment property is defined as property (land or a building orpat o @ building or
both) held (by the owner or by the lesse€ under afinance lease) 1o eanm rentals or for
capital appreciation or both, rather than for.

* Use in the production of supply of goodsor sevies orforadministratwe purposes,
or

Sale in the ordinary course of operations.

* Investment property generates cash flows largely indepe ndently ofthe other assets

of the municipality.
Investment property is held to earn rentals or for capital appreciation or both.

The following are examples of investment property:

e Land held for long-term capital appreciation rainer fran For short-term sale in the
ordinary course of operations

o Land held for a currently undetermined future use (i ihe nnunicpality has not
determined that it will use the land for shorttem sale in the ordnary course Of
operations, the land is considered to be held For capitall apprecia'tion)

* A building owned by the municipality (of held oy the mwni cip2lty under a finance
lease) and leased out under one or more operating kasesona commercial basis

e A building that is vacant butis hed to be leased out umdesrome of more operating

leases on a commercial basis to external partes.

The following are examples of tems ihat are notinve simemtp roperty:

« Property held for sale in the ordinary Coumne of opperalieons oF in the process of

construction or development for su ch sale

+ Property being constructed or developed onbehalf ofirid parties
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Owner-occupied property, including (among other things) property held for future Us€

as owner-occupied property, property held for future development and subsequent

Use as owner-occupied property, property occupied by employees such as housing

(whether or not the employees pay rent at market rates) and owner-occupied property

awaiting disposal

» Property that is being constructed or developed for future use as investment property.
GRAP 17 applies to such property until construction or development is complete, at
which time the property becomes investment property. However. existng investment
property that is being redeveloped for continued future us€ as investment property
remains investment property

* Property that is leased to another entity under afinance leas€

* Property held to provide a social service and which also generates cashinflows. For
example, a housing department may hold a large housing stock used to provide
housing to low income families at below market rental. In this situation, the property
is held to provide housing services rather than for rentals o capital appreciation and
rental revenue generated is incidental to the purposes for whieh the property is held.
Such property is not considered an “investment property’ and would be accounted
for in accordance with GRAP 17

e Property held for strategic purposes which would be accounted for in accordance
with GRAP 17

« Where a property is utilised partly in the ordinary course 0f operations and partly to

generate rentals or for capital appreciation it will only b& dassified as investment

property if a significant portion is utilised to generate nwestment income.

22.2 Initial measurement of Investment Property

+ Investment property is measured initially at its cost (0 cuding transaction costs).
\Where an investment property is acquired at no cost for example donated assets),
or for a nominal cost, its costis its tair value as atthe dateof acquisition.

e The cost of a purchased investment property compises iis purchase price and any
directly attributable expenditure, such as, profession @ fees for legal services,

rty transfer taxes and other transaction cosis.
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e The cost of a self-constructed investnnent property is its cost a the date when the
construction or developrment iscompete. Untl thatdate, themunicpaity applies the
GRAP standard on accounting for PPE (GRAP 17). At the completion date, tne
property becomes investrment property and the standard on investment property
applies (GRAP 16).

« Investment property is onlyrecognisedasan assetwhenit is probable that the future
economic benefits or semvice potential that are associated with the investment
propery will flow to the municipalty and he cost or fairvalue of the investment

property can be measured reliably.

123 Measurement of [mvestmemt Pxoperty subsequent to

Initial Measuremen€

Subsequent expenditure relatng to an investment property that has already been
recognised should be added tothe carying amount ofthe investment property when it
is probable that future economicbeneﬁtsorsemce potentlal owver the total life of the
investrment property, in excesss of the most recently assessed sandard of performance
of the existing investment prop ey, Wil flow tothe muanicipality - All other subsequent

expenditure should be recod nised as an expense in the perio din whichit is incurred.

Forexarple, ifa munidpality purchase sa puaiiding as an investment property and will
incur renovation costs, he renovation cost Fmaybe capitaised fitimprovesthe condition
of the asset over its most recently aSeS secd stan dard ©f perforrmance. Assume that
besfore the renovation the buiding caner RS, 000 per rmomth rertal income, but after
therenovaton it wileanR7, QIO perrromth - rertal inConne. Ih this case the renovation

ot villbeadded to the carying snnouant ofEhe i estmesnt poperty.

Because the municpaitychose e s nodel it shoud mea sure all of its investment
property using the guid elirness forn omnd e setstinat s, at cost less any accumulated

depreciation and accumulateciimpairmer\t losses

-
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22.4 Transfers and Disposals of Investment Properties

Transfers

Transfers to, or from, investment property should be made when, and only when, there

is a change in use, evidenced by:

« Commencement of owner-occupation, for a transfer from investment property 10
owner-occupied property

« Commencement of development with a view to sale, fora transfer from investment
property to inventories

+ End of owner-occupation, for a transfer from other classified property to investment
property

« Commencement of an operating lease (on a commercial basis) to another party, for
a transfer from inventories to investment property; or

« End of construction or development, for a transfer from property in the course of

construction or development to investment property.

Disposals

On disposal or permanent witndrawal from use of investment property:

e An investment property should be climinated from the statement of Financial Position

e Gains or losses arising from the retirement or disposal of investment property should
be determined as the difference between the net disposal proceeds and the carrying
amount of the asset. For the purposes of display in the financial statements, the gain
or loss should be included in the statement of Financial Performance as an item of

revenue or expense.

22.5 Budget Implications relating to Investment Property.

The following amounts will have to be budgeted for in the operating budget relating to
investment properties:
e Gains on the disposal of investment properties that are intended to be sold during

the next financial year
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+ Depreciation on investment propetties thatare inended to e transferred to owner
occupied properties during the next financial year
« The effect of reduced depreciation on owner-occupied properties

to be transferred to investment properties during the next financial year

atare intended

« Revenue through operatinglease iNncome

22.6 Disclosure

The disclosure requirements adhered discl osing information on investment property is

to be done in accordance with the requirements &s e the relevant GRAP statement.
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Section 23

Replacement Strategy

The Municipal Manager, in consultation with the CFO and other directors of departments
shall formulate strategies and standards for the replacement of all operational property,
plant and equipment. such strategies and standards shall be incorporated in @ formal
policy, which shall be submitted to the Council for approval. This policy shall cover the

replacement of infrastructure and operational movable vehicles and equipment.

This strategy should take into consideration:

The nature of the asset

o The usage of the asset

o Priorities

+ Available funding

+ Operational and maintenance costs
+ Operational skills

« Future expected developments

e Technology

e Quisourcing

e Private sector partnerships
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Section 24

Asset Risk Management

24.1 Insurance

Departments are responsible for managing the isks associated with their activities. The
decision to insure assets will depend on the amount of excess the municipality are
prepared to carry, the types of risks they insure against, taking due cognisance of the

budgetary constraints of the municipality.

Complete property, plant and equipment identification and valuation may prevent the
municipality from being over or under insured. Specific supportable insurable values are
defined in the insurance policy in effect and should be reviewed regularly. In some
instances, an in-house estimate of cost or insurable value may not be sufficient to
substantate the amount of a loss. Rather, an appraisal by an independent third party

may be required.
24.2 Other Risk Reducing Methods

Department regulations or "operating policies” can also reduce risks. Department
mnanagers should investigate their operations and set operating policies as to how
persormel should operate and use property, plant and equipment to minimise risk.

Exanples are as follows:

e QOnly authorised personnel should be allowed in areas where expensive equipment
iskept

= (Nl authorised personnel should be allowed to operate plant or vehicles

« The keys for office vehicles should be controlledin a central office during the day,
d employees should sign when they take the keys

« Ersure thatdrivers or operators have the necessary qualifications and licenses
ﬁf‘/
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Section 25

Maintenance of Assets

25.1 Maintenance Plans

Regular maintenance can prevent unplanned and expensive breakdowns. Maintenance
plans must therefore be drawn up to ensure minimum maintenance standards and

execution to achieve the optimum use of assets as planned.

Every Departmental Manager shall ensure that a maintenance plan in respect of

infrastructural asset is prepared and submitted to the Council of the municipality for
approval.

If so directed by the Municipal Manager, the maintenance plan shall be submitted 10
Council prior to any approval being granted for the acquisition Of construction of new

infrastructural assets.

The Departmental Manager controlling or using the infrastructure asset inquestion, shall
budget for the executing of the approved plan and will annd ally report to Council, not
later than 31 March, of the extent to which the relevant maintenance plan has been
complied with, and of the likely effect which any non-compliance and / or budgetary

Constraints may have onthe useful operating life of the asset concerned.
25.2 Deferred Maintenance

If there is material variation between the actual maintenarnce expenses incurred and the
expenses reasonably envisaged in the approved aintenance  plan for any
infrastructural asset (see 18 above), the CFO shall disclose the extent of and possible
implications of such deferred maintenance in an appropriate note to the financial
statements. Such note shallalso indicate any plans which the Council has approved in

order to redress such deferral of the maintenance recui rerneé nts concerned.
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Section 26

General Requirements

26.1 Safekeeping of Assets

Every HOD shall be directly responsible for the physical safekeeping of any fixed asset
controlled or used by the departmentin question.

In exerdising this responsibility, every HOD shall adhere to any vritten directives issued

by the CFO to the deparmentin question, orgenerally to all departments, in regard {0

the control of or safekeeping of the Municipality’s fixed assets.
262 Asset Tagging

pAssetlagging meanstoplacea conrolnumberona piece of equiprment or property. All
noalle assets must be tagged if probable. The primary purpose of tagging is to

mantina positive identification of assets.

Taygirgis importantto:

. P rnvide an accurate method of identifying individual assets
, Ajjinthe annualphysicalinveniory

» Cntol thelocation of all physical assets

» A\ inmaintenance of fixed assets

e Asetidentfication

e Sicuityand safeguarding of assels

e A e tracking and verifi cation

Ficel poperty andplantis nottagged ; suich as:
« Biliings (record legal descri pioni nasset record)
« Ld (recordlegal descriptionin asset record)

« rastucture assets

-
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Consistently place asset tagsinthesamelocation oneach simiarty pe asset. lfpossible,
the tags shall be accessible for viewing. Place the tag wherethe nunnbercan be seen
easily and identified without disturbing the operation of theitem, whichwil aid intaking
inventory. No staff member of the munici pality may removean assettag, unless with

the authorisation of the CFO.
26.3 Physical Inventory of all Movable Assets

The Asset Control Section willconducta physical inventory of movable assets an nually -
They will require the cooperation of departmental personnel in accomplishing the
physical inventory task and will attennpt to minimise thetime demanded of them. The
designated officials in the different departmentswiihi nthe runici pality mustexecute the

functions listed below:

+ Ensure that the barcode Aumberand locaion nurvber 2 eflected on the assel
movement form by he relewantoffiialonthe receiptof theasset V\here applicable,
the serial number of registration Aumber should be includ ed

e Complete theassetmoven ent form when transfers occur andforwad the completed
orginal form to Asset Contrad Section

e Efsure that a cormpleted zsset dsposal form s submitted wihern an assetitem is
disposed of after the ne cessary approva has been obtai ned

e Asset Control Sectonmustobe nuotifiied by the relevantdepartmentwithin 14 days of
anyofthe folowing possble o vermerts:

- Donations

_ pdditions/ Imgoro vermemnts

- Departnentakynnan vadureditens

- loss or dammage

- Transfers

- Teminations

- L=andSaes

N s S
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26.4 Acquisition

In making the decision to acquire an asset the following fundamenta pindples should

be carefully considered:

+ The purpose for whichthe fixed assetisrequiredis in keeping with neobjectives of
the municipality and wil provide signiﬁcant,directand tangible benefit 1o it

o The fixed asset hasbeen budgeted for

e The purchase is absolutely necessary as there is no alternative municipality asset
that could be upgraded or adapted

« The fixed asset is appropriate to the task or requirernent and is cost effective over
the life of the asset

e The fixed asset is compatible with existing equipment and will not result in
unwarranted additional ex penditure on other assets Orresources

e Spaceand other necessary Faciliies toaccommodate the assetare in place.

« Themost suitableand appropriate type, brand , and model etc.has been selected.
16.5 Asset Management Responsibilities

. Utiisation - all assets should be used forthe purposes they were acquired

» Asset performance sh ould be regularly reviewed to ide ntifyunder-utilised and under-
peforming assets. Thereason sforthis shoudbe crritic aly examined and appropriate
action taken

» Disciplinary action must e taken against individuals if there is misuse of the

municipality’s assets.

2.6 Additions/ Improvements

Depending on the type of addiion o improverment toa specific assel the responsible
ofi galin the departrmentmu stotifythe Asset contro Sectionofthe change in status.

Theasset master rec rd will be awme nded on receipt of the reqquired asset acquisition

orm From the responsible depa rim entt.
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When capital expenditure is incurred for any enhancermentimprovement of an asset,
the department shall complete the necessary asset acquisition form and forward itto

the Asset Control Section.

When any changes to vacant land or land and buidings are effected such as
subdivision, transfer to another department, extent or holders title, the current owner
must complete the relevant asset movement form and forward itto the Asset Control

Section.

26.7 Termination of Employee’s Service

At the termination of an employee's senice, the applicable department representative
must complete the asset resignation form andfoward theoriginal to the Asset Control
Secton. This form is a statement that the inventory and assets entusted to the
employee to execute his/her daily duties are in good order and handed in where
necessary. A copy of this formis forwarded to the HR Business Section concerned or

its relevant departme nt for further investag aion inthe case of missing assets
26.8 Transfer of Assets

When adepartmenttransfers an asset orinventory itemwvithiinthe department, the asset
movernent form must be completed and forwa rdedtothe Asset Control Section. The

copy ©fthis form must e Forwvarded to theparty receiving the asset o inventory item

When a department transfers an asset o inrentory item to anotrer department, the
tansfering department must approve the transfer . After spproval has beengrantedine

st movement formustbe comnpletedand forwa rde dto theAss el Contol S ection.

16® Disposal of Assets

e
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Section 27

Financial Disclosures

Fixed assets should be disclosed and accounted forin terms of GRAP 1 7asapplicable

27.1 Objective

To ensure that financial statermentdisclos ures for fixed assets to bedoneintems of GRAP
17 as applicable

27.2 Detailed disclosure requirements

The Chief Financial Officer must ensure thatrelevantand current GRAP 17 accounting
standards are appliedfor the disclosure offixed assets on the financia statennents

The financial statements shoud disclose, in respect of @achclass ofprope_ﬂy, Plaﬂ.t and
equipment classified under the categories of infrastructure, community, heritege,
investment properties and other assets:

The measurement bases used for determining the gross carrying amount. When
more than onebasishas been used, the gross carying annount for thatbasis in each
category should be disclosed.

The depreciation methods used.

The useful lives or the depreciation rates used.

Depreciation charged in arivingatnet surplus or deficitfortine period.

The gross carrying armount andthe accurmul ated depreciation at the begnnngand
the end of the period.

A reconciliation of the carrying amount at the beginning and end of the period
showing

(i) additions

(ii) disposal

(ii) acquistion through business combinations

(iv) increasesorthe decreases resuliing fromrevaluiatons

(v) deductions in carrying amount

(vi) amounts writen back

(vi)) depreciation

() other movements

Tke financial statermentsho ud adso disclose:

\Whether ornot, in deteremiming therecoverable anountofiens of poperly , plant and
equipment, expected fitue ash flows have been dis<conied tothgir present values.

e e s
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The existence and amounts of restrictions on title and property, plant and equipment
pledged as security for liabilities.

The accounting policy for restoration costs relating to iterns of property, plant and
equipment.

The amount of expenditures on account of property, plant and equipment in the
course of construction, and

The amount of commitments for the acquisition of property, plant and equipment.
Halted construction projects and projects which are taking long to complete.

When items of property are stated at re-valued amounts, the financial statements should
disclose:

The basis used to revalue the assets.

The effective date of revaluation.

Whether an independent value was involved.

The nature of any indices used to determine replacement cost.

The carrying amount of each class of property, plantand equipment that would have
been included in the financial statements had the assets been carried at cost less
depreciation.

The revaluation surplus, detailing the movement for the period.

The portion of the depreciation charge relating to the revaluation.
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Section 28

Policy amendment & implementation

28.1 Policy amendment

Changes to this document shall only ke applicableif approved by Council. Any proposals in
this regard shall be motivated by the Municipal Manager in consultation thh the CFO apd
respective Directors. These recommendations sh all be considered for adoption by Council.

28.2 Policy implementation

Detailed procedures shal be prepared and adopted by the Municipa‘l manager, in
consultation with the CFO and other Directors, togive effect to the effective implementation
of this policy.

28.3 Relationship with othex policies

This policy, once effe clive, will replace the pre-e xisting AssetMan agement Policy.

This policy needs to be read in conjunciion with other relevant policies of the municipality,
induding the following adopted d ocuments:

« Delegations Register .
Identifying theprocesses surmo unding thie establishmentof delegated authority.

+ SCM policy
Regulating all processes an dproced uesrelting fo acquistions.

» Budget paicy
The processes 1o be folowed duing the budget process 2 well as pre~determined
prioritisation meth od clo gy,
» Accounting Policy
Governed by the Accounting standards, the acountng policy determines the basis
recoghition, measuren ent andrecording of al transactons.
+ Risk ManagermentPalicy
v fleet Management Policy

The policy promotesefiecivea nd efficent asset utlisation.

-
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Section 29

Application of Deemed Cost

29.1 Objective

The purpose of this is to outline when the municipality applies a deemed cost if the
acquisition cost of assets cannot be determined on the adoption of certain Standards of
GRAP, or when a transfer of functions between entities under common control or a

merger oCCurs.

29.2 Definitions

e Deemed Cost: Deemed Cost is asurogate value for the cost or fair value of an
asset at its initial acquisition, andis determined by reference tothe fair value of
the asset at the date of adopting the Standards of GRAP oronthe transfer date

or the merger date (meas urement date).

293 The Application of Deemed Cost

« When the municpality intialy recognises or acquires an asset using the
Standards of GRAP, it measures such assets using ether cost o fair value
(acquisition cost). Vhere the a cquisi tion cost of an asset isnat available on the
adoption of the Stand ards of GRAP or on the fransfer date orthe merger date,
acquisition cost is measured using a surnngatevaue (Deemed Cost) at the date
an entity adopts the Sta ndards of GRAP or on the yansfer date orthe merger
date. Deemed Cost is determined as the fair valie of an asset at the
measurementdate.

v  The municipdity may have determined a deemed cost for an asset under
another basis of accounting where i nformeation about the acquistion cost of the
asset was unavailable. A deenned cost determimed under another basis of
accounting is acceptable it it represents the fair walae of the asset, its cost or

depreciated historical cost-
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« In the absence of information about the acquisition cost of an asset, the deemed
cost is used for the following assets:

Property, plantand equipment.

0

o Investment Property.
Intangible Assets.

o]

o Heritage Assets.

+  If fair value at the measurement date is cannot be determined for an item of
property, plant and equipment, investment property or a heritage asset, the
municipality may estimate such value using:

o Depreciated replacement cost at the measurement date for an item of
property, plantand eq uipment;

o Depreciated replacerment cost at the measurement date for an
investment property, but only if the investment property is of such a
specialised nature that there is no market-based evidence of fair value;
and

o Replacementcost at the measurement date for heritage assets.

e Forspecialiseditemsofpropery, plantand equipment, the municipality may use
depreciated replacement costas deemed cost.

e Subseguentdepreciation, if applicable, is based on that deemed cost and starts

from the measurement date.

Signed by:

Mayar: Clir Shibambu B A PR e 29/06/2020
Signature Date

C ouncil Resolution No: CR134 — 29/06/20 SP
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Annexure A

Asset Useful Live Guide

Infrastructure Assets

The following is the list of infrastructure assets, with the estimated useful life in years

indicated in brackets in eachcase.

. Electricity
Power stations (30)
Cooling towers (30)
Transformer kiosks (30)
Meters (20)
Load control equipment (20)
Switchgear (20)
Supply and reticulation networks (20)
Mains (20)
Substations (20)
Festive Lighting (10)
Highmast (30)
LV Conductor (30)
Street Lights (20-30)
SolarPanels (15-20)
' Roads , Traffic Managesment and S tormwaters
Motomwvay's (15)
Asphaltsudace (10-20)
Gravel surface (3-10)
Paved Road (10-20)
(20-50)

Asphaltiayer
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Concrete Slab/Driveway (10-20)

Traffic islands (15)
Gravel Road Surface (5-20)
Edge Beams (20)
Traffic lights (20)
Street lights (20-25)
Storm water drains (10-80)
Bridges (30-80)
Car parks (20)
Bus terminals (20)
Parking Meters (15-20)
Parking Areas (20)
Road Furniture : (5-20)
Pedestrian Faclities (15)
Sidewalks (15)
Taxi Facilties (20)
Traffic circle (20)
Parking meters (20)
Stormwater pipes (15-20)
Catchpit (20)
Crash barriersand Guard Rails (10-30)
Stormwater slabs and Channels (20)
Speed humps and drifts (20)
Retaining wall (10-60)
Culverts (10-40)
Kerbs (40-50)
Grid inlet (20)
Commuter Shelter (20)
Gabions (10)
= Pedestrian Malls

Footways (15-20)
Kerhing (20-40)

s
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Paving (20)

. Security
Access control systems (5)
Security systems (5)
Security fencing (20-30)
Security lighting 3)

Community Assets

The following is a list of community assets, showing again the assigned or estimated

useful lives in years in brackets:

o Buildings and other assets
Agriculture (30)
Cemeteries (25-30)
Community centres (20-30)
Libraries (25-30)
Clinics (30)
Museums and art galleries (30)
Parks (30)
Public conveniences (20-30)
Recreation centres (30)
Sports andrelated stadiums (20-30)

o Recreational facilities
Bowling greens (20)
Tennis courts (10-30)
Swimming pools (10-30)
Golfcourses (10-30)
Outdoor sports facilities (10-30)
Fountains (20)
Floodlighting (20)

#ﬂf
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Pound Station (20)

Heritage Assets

The following is a list of at least some typical heritage assets encountered in the
municipal environment (no asset lives are given, of course, as no ordinary depreciation

will be charged against such assets):

. Works of art (which willinclude paintings and sculptures)

. Public statues

. Historical buildings or other historical structures (such as war memorials)

o Historical sites (for example, an Iron Age kiln, historical battle site or site of a

historical settlerment)
. Mayoral Jewellery

. Mace
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Investment Assets
Itis not possible to provide an exhaustive list of investment assets, as the actual list will
depend very much on the local circumstances of each municipality. There is no

depreciation on the land held for capital appreciation.

Other Assets

The following is alist of other assets, again showing the estimated useful life in years in

brackets:

. Buildings
Compost (30)
General (30)
Hawker F acilities (30)
Housing schemes (30)
Laboratories (30)
Nurseries (30)
Office buildings (30)
Old age homes (30)
Recycling Centres (30)
Tip sites (30)
Transport facilities (30)
Waste Cells (30)
Workshops and depots (30)

' IT equipment
Computer hardware (3-9)
Computer software (1-9)
Computer accessories (3-9)
Software Licenses (1-3)

' Office equipment
Office machines (3-5)
Air Conditioners (5-8)

QT oot O e
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o Furniture and fittings

Chairs ¢-10)
Tables and desks (5-10)
General (6-10)
Cabinets and cuphboards (5-10)

. Bins and containers
Household refusebins ()
Bulk refuse containers (5-10)
Concrete and Metal Waste Bins (20)

. Motor vehicles
Tankers (15)
Buses (15)
Trucks and light delivery vehicles (5-19)
Ordinary motor vekhicles (5-10)
Motor cycles (3-10)

° Plant and equipment
Chlorination Equipment (5-15)
Compactors (5-15)
Electronic Equipnnent (5-15)
Fire Hoses (5-19)
General (519
Generators (515)
Graders (5139)
Horticultural Equiprnent (519
Mobile Purmps (5-19)
Other Fire Fighting Ecgupnet (5-19)
Pumps (5-15)
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Trailers (515
Mechanical horses (519
Farm equipment (519
Lawn mowers (5-19)
Compressors (&-19)
Laboratory Equiprment (5-19)
Radio Equipment (6-19)
Firearms (5-15)
Telecommunication equipment (5-15)
Irigation systems (5-15)
Cremators (5-15)
Lathes (6-15)
Conveyors (5-15)
Feeders - (6-15)
Tippers (5-15)
Workshop Equipmme nt (5-15)
Mixing Machines (5-15)
Geysers/Bailers (5-19)
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Annexure B

Paraphrase of Section 14 of the Municipal Finance

Management Act 2004

A municipality may not dispose of any capital asset required to provide a minimum level

of basic municipal services.
Amunicipality may dispose of any other capital asset, provided that:

e The Council, in a meeting open to the public, has first determined that the asset is
not required to provide a minimum level of basic municipal services, and
e The Council has considered the fair market value of the asset and the economic and

cormmunity value to be received in exchange for the asset.
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Annexure C

GRAP 13 Definitions of Finance Leases

A finance lease is a lease that tran sfers substantially all therisks and rewardsincidental

to the ownership of an asset. Title may or may not eventualy be transferred.
A lease must meet one ofthe following criteriatobe classiied asafinance lease:

e the lease transfers ownership of the asset to the lesseebytheend of the lease term,

e the lessee has the option to purchase fhe assetata pice which is expected o be
suffidently lower thanthe fair value at the date the optionbecomes exercisableforit
to be reasonably certain, at the inception of the lease that the option will be
erercised,

o the lease term is for the major part ofthe economiclifeofiheasset evenif tileis not
tansferred, '

« 2 the inception of the lease the present value of the inimum lease payments
anounts to at least substantialy all of the fairvaue of the leased asset,

. fieleased assetsare of asucha speciaised nature that only the lessee can use
hen without major modifications, and

, heleased assetscanndt easiy bere pla ced by amnother asset.

v iithe lesseecan cancelihelease the lessor'sl osses as sociated withthecancellation
sreborne by the lessee,

\ (@ns orlosses fom the fluctuaion in the fair waue of Ehe residual accrue to the
sssee (for example,inth efom of arent e bateequaling mostofthe sales proceeds
it he end of the lease) and

, fuelessee has the ability fo coninue thelesef o asewond ay perodata rent that

s substantially L ower tha nnnarket remt

N N S
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Annexure D

Forms

Page 96



GREATER GEIYANI DIU—N]C]P’:‘LITY

Tel; 0158115500 Q’ﬁﬂag}fﬂﬁ'g

; 8 g:'ya!m'
Fax; 015 812 206 e

ASSET DISPOSAL FORM

DATE REQUESTED:
DEPARTMENT:
ASSETBARCODE:

ASSET DESCRIPTION:
ASSET LOCATION:
CLASSIFICATIO OF ASSET:
SUGGESTED METHOD OF Tt a0 1 O N
CONDITION OF ASSET:

REASON FOR REQUESTED FOR DSPOSAL:

REQUESTED OFFICIAL.:
NAME & SURNAME:

SIGNATIURE:

HODRECOMMENDATIONS:
NAME & SURNAME:

SIGNATURE: e
CFOAPPROVAL:

NANE & SURNAME:

SIGNATIURE: -
MMAPPROVAL.

NAE & SURNAME: s o e
SIGNATIURE: e e

-
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GREATER GIYANI MUNICI]’ALITY

Tel: 015 811 5500 @/Bag X 9559
Fax; 015 812 2068 Giyani
0826
ASSET TRANSFER FORM
DATE REQUESTED:
ASSET BARCODE:
ASSET DESCRIPTION:
ASSET LOCATION:

CLASSIFICATIO OF ASSET: /,/'—'—/

CONDITION OF ASSET:

REASON FOR TRANSFER: //

BT

NEW LOCATION
(Assetis received and above details are yerified)

DEPARTMENT:‘ LOCATION

CURRENT LOCATION

(Approval for the transfer of the asset)
DEPARTMENTI‘LOCAT\ON

NANE OF BUILDING OF BUILDING

ROOM NUMBER ROONMNUMIBER

TRANSFERING OFFICIAL

TRANSFERING OFFICIAL SIGNATURE RECEVING OFFICIAL

AME & SURNAME

HOD NAME & SURNAME

HOD SIGNATURE

ASSETS OFFICIAL NAME & SURNAME:
ASSET OFFICIAL SIGNATURE:

DATE TRANSF ERRED
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Tel: 015 811 5500
Fax; 015 812 2068

ASSET WRITE-OFF FORM
DATE REQUESTED:

GREATER GIYANI MUNICIPALITY

®/Bag X 9359
Giyni

0826

DEPARTMENT:

ASSET BARCODE:

ASSET DESCRIPTION:

ASSET LOCATION:

CLASSIFICATION OF ASSET:

SUGGESTED METHOD OF DISPOSAL:

CONDITION OF ASSET:

REASON FORWRITE-OFF:

REQUESTED OFFICIAL:
NAVIE & SURNAME:

SIGNATIURE:

HOD RECOMMENDATIONS:
NAVIE & SURNAME:

SIGNATTIURE:

CFOAPPROVAL:
NIAME & SURNAME:

SI6 NATIURE:

Ml APPROVAL:
NIANE & SURNAIVE:

S IANTIURE:
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GREATER GIYANI MUNICIPALITY

Tef 015 811 5500 P/ Bag X 9559

Fax; 015 8122068 Giyani
0826

ASSET REMOVAL FORNM

DATE REQUESTED:

DATE REMOVED:
DEPARTMENT:

FLOOR & ROOMNO.:
ASSET BARCODE:

ASSET DESCRIPTION:
CLASSIFICATIO OF ASSET:
REASON FOR REMOVAL:
RETURN DATE:

DATE RETURNED:

REQUESTED BY:

NANE & SURNANE:

SIGNATIURE:

DATE :

AU THIRISEDBY:

NAUIE S SURNANE:

G AT IURE:

IAE

e

page 100



GREATER GIYANI MUNICIPALITY

ASSET CLEARANCE FORM

INVENTORY ITEMS:

MOVEABLE ASSETS:

RESIGNING OFFICIAL:

Tel: 015 811 5500
Fax; 015 812 2068

P/Bag X 9559
giyam'
0826

NAME & SURNAME:

SIGNATIURE:

DATE:

HOD:

NAME & SURNAME:

SIGNATIURE:

DATE:

ASSET OFFICIAL:

NAM E& SURNAME:

SIGNATIURE:

DATE
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GREATER GIYANI MUNICIPALITY

Tef 015 811 5500 ®/Bag X 9559
Fax; 015 812 2068 Giyani
0826

PERSONAL ASSET DECLARATION FORM

SERIAL NUMBER:
ASSET DESCRIPTION:
NAME OF USER:
ASSET LOCATION:
REASON FOR BRINGING THE ASSET INTO THE PREMISES:

ESTIMATED REMOVAL DATE:
DATE REMOVED:

OWNER DETAILS:
NAME & SURNAME:

SIGNATIURE:
DATE:

DECLARATION: | ............... ., the owner

agree not to hold Greater Glyam Mumc:lpahty llable for any theft of damage incurred relating
tothe use of the above-mentioned asset.

ASSET OFFICIAL:
NAME & SURNAME:
SIG NATIURE:
DATE:

DYECEUARATIONE § ..o rseemonnmenenns S ssi gy sssmvuses s senaisnsinnso#h SHIEAT Sriramny the Asset
Official agree that Greater Giyani Municipality is not the owner of the above-mentioned

assel

e
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