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DEFINITIONS AND ABBREVIATIONS

Carrying Amount

The amount at which an asset is included in the statement or financial
positian after deducting any accumulated depreciation and any impdairment
losses thereon

Cost The amount of ¢ash or cash eguivalents paid.or the fair-value of the other
consideration given to acquire an asset at the time of its" acquisition or
construction

Depreciation The systematic aflocation of the depreciable amount of an asset over it

useful life .

Depreciable amount

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

Statements, less its residual value

Fairvalue: The amount for which an asset could be exchanged or a liability settled
between :knowled'g_ea'ble,.-Wifling parties in an arm’s length transaction

AMS/FAR Assets, Management System/Fixed Assets Register

GRAP standards of Generally Recognised Accounting Practice

IAS International Accounting Standards

PPE Property, Plant & Equipment — Thesa are tangible assets that:

¢ are held by an entity for use in the production or strpp'l_\;r' of goad or.
services, for renal to others or for administrative purposes

-are expected to be used during more than one reporting period

Recoverable
amount

s  The amount that the enfity_ expects to recover from the future use
of a asset, including residual value on disposal

Residual Value

The net amount which the entity expects to obtain for an asset at the end
of its useful life after deducting the expected costs of disposal

LNM Lepelle-Nkumpi Municipality

SCM Supply Chain Management

HOD Head of Department{Executive Manager}
MM Municipal Manager

CFO Chief Financial Officer

Useful Life Useful life is:either:

¢ the period of time. over which an_a'sset-is-expect'ed to be used by the entity, or
the-number-of-pmduc_ti_on or similar urits expected-to he obtained. from the asset by the
entity’

Page 5'0f91




[ |

MUNICIPAL ASSET MANAGEMENT

POLICY

Policy Adoption

g The Accounting Officer must ensure that this Policy is submitted for approvaf to the
relevant bodies. On submission for perusal, consideration, approval and adoption by
the Executive Committee.of LNM, the policy will in turn be forwarded to Council for
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REGULATORY FRAMEWORKS

1. The Constitution of the Republic of South Africa, 1996

Section 216 of the Constitution-of the Republic of South Africa (Act 108 of 1996),
provides for the establishment of a National Treasury which must prescribe measures to
ensure that there is both transparency and expenditure control in each sphere of
government through the introduction of Generally Recognized Accounting Practice
{GRAP), uniform expenditure classification and uniform Treasury Norms and Standards.

2. Municipal Finance Management Act, 2003

Section 62.{1).(a}: The accounting officer of a municipality is responsible for mariaging
‘the "financ_iaI-_ad_min'istra:tion_of the municipality and must for this purposetake '

reasonable.steps to enstire that the resources of the m unicipality are used effectively,
efficiently and econormically

Section 63 (1} (a): The.accounting officer of a- municipality is responsible for

‘management of the assets of the' municipality, including the safeguarding and the
maintenance of those assets

Section 63 (2) (a): The accounting officer for the purpose of section 63 (1) take all
reasonable steps.to ensure that the m unicipality has and maintains & thanagement,
accounting and information system that accounts for assets. arid liabilities of the
municipality.

Section 65 (1} and (2) ('a'_}_ to (ijrequires that'the accounting officer keep full and proper
records'of the financial affairs of the entity and places the responsibility for producing

annual financjal statements, that will fairly reflect the ﬁnanciaI.position'-_of-the entity as
well as its financial performance, on the accounting officer.

Sections 15{a), read with 16 {1) and (3) and 28 (1),(2),(5) and (6) and 69(1) and (2}
requires further that the annual budget must reflect the estimates of current and capital
expenditure.per vote and per main division, and in refation to capital expenditure reflect.
the impact thereof on future financial years.

3. Accounting Standards

This policy complies with the standards specified by the Accounting Standa rds Board relating
{0 assets management,
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RELATED POLICIES AND GUIDELINES

1. Supply Chain Management Policy
2. Delegations of authority |
3. Fleet Management Policy .

4. Budget Policy

5. Revenue and Tariff Policy

6. Accounting Policy

7. Muriicipal Fi_nan_ce-'Management.—Loc‘a!'Govern'm_ent Capital Asset-Management Guideline
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INTRODUCTION

* This policy is intended to define and provide a framework for the Asset Management of the
Lepelle-Nkumpi Municipality within.the guiding principles o"_f-secti_ons:‘6_2_(_1)(a]",- 63(1)(a) and
63(2){a) of the Municipal Finance Management Act (MFMA)_, National Treasury Guidelines,
Generally Recognised Accounting Practices (GRAP), Accounting Standards and to premote
good financial management practices.

* Inorderto produce a comprehensive and complete asset register that is compliant to the
guidelines above, the Chief Financial Officer must ensure that the l\/l.‘uni'ci[:)aIit\,'r maintains an
Asset ldentification System which shall be operated in conjuriction with its computerised
Asset Register,

This policy is applicable to all offices and officials within the Municipality who utitise and/or
manage assets.

AIMS

1. Toapply consistent, effective and efficient Asset Management principles to ensure to
compliarice with tha regulatory. framework pertaining to Asset Management,

OBIJECTIVES

1. Toensure the effective and efficient control, utilization, safeguarding and management of
LNM’s Property, Plant and. Equipment

- 2. Toensureall responsible parties are aware of their responsibilities n in regards:of
infrastructure and community assets:

3. Tasetout the standards of physical management, recor‘din_g_ and internal controls to ensure
PPE are safeguarded against inappropriate loss or utilization

4. To specify the process required before expenditure on PPE occurs
5. Toensure that assets are recorded in an official FAR

b, To prescribe the accounting treatment of assets'acquired and used in accordance with the
applicable accounting standards approved by National Treasury

7. To ensure that Fixed Assets are not written off and disposed off without proper
authorization.
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As accounting officer of the municipality, the Municipal Manager shall be the principal
custedian of all the municipality’s assets, and shall be responsible for ensuring that the Asset
Management Policy is scrupulously applied and adhered to.

Section 60 of the MFMA further states that the Accounting Officer must:
* Exercise their functions and powers assigned to them in terms of the Act; and
#* To provide guidance and advice on compliance with MFMA, to:
v' Political structures, political office bearers and offici_als: ofthe [NM

The AQofa Municipality is responsible for the management of the assets.of that Municipality
in terms of section 63 of the MFMA which prescribes the following the following:

K 'Safeguardin'g and maintenance of assets
% Implem entation of an information system that accounts for the assets

-

* Ensure that assets are valued in terms of Generally Recognised Accounting Practice

*,

*
e

- Maintaining a system.of internal control of assets
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The Chief Financial Officer shall be the custodian of the assets management system of the
Municipality, and shall ensure that a complete, accurate and up-to-date computerised assets
management system is maintained. No ‘amendments, deletions or additions to the assets
management system shall be made other than by the Chief Financial Officer or by an official
acting under the written instruction of the Chief Financial Officer.

3.1 The Asset Managemerit Section

* Shall ensure that complete records of asset items are kept, verified and balanced
regularly.

‘¢ Shall ensure that all assets ( movable and immovable assets) are properly
accounted for and numbered with unique identification number

* Shall conduct an annual physical assets verification of all the assets belonging to
the municipality

* The asseét verification report shall
© Reflect a complete list of all assets found during the verification;

o Reflect whether appropriate fecords have been maintained indicating
what articles should have been found during verification;

© Reflect any discrepancies between the articles found during verification
and the record referred to above;

e Shall ensure that the assets management system is balanced annually with the
general ledger and the annual financial statements in conjunction with the CFO.

o Shall ensure adequate bar codes are available at all times to exercise the functien
relating to asset control.

* Provide the Auditor-Géneral or his personnel, on reguest, with the financial
records relating to .assets belonging to Council as recorded in the assets
management system.

* Ensure thatall audit queries are resolved in a timely manner.

* Shall ensure that depreciation is calculated in terms of assets guidelines and
relevant legislation.

e Shall ensure that asset acquisitions are alloca:ted to the correct asset code.
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* Shall ensure that a verifiable record is kept of ali obsolete, damaged and unused
asset or asset inventory items received from Business Units.

o Shall compile a list ofthe items to be auctioned in accordance with th eir guidelines
in the Supply Chain Management (SCM) Policy.

* Shall compile and circulate a list of unused movable assets to enable other
Business Units to obtain jtems that are of use to them:.

* Shall ensure that the $CM Unit is notified of any auctioning or disposing of written-.
off asset or asset inventory items.

3.2. Supply Chain Management Unit

* Shall dispose of assets — via auction ~ in.accordance with the provisions in the
Supply Chain Management (SCM) Policy.
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4.1

4.2

Human Resources Business Unit

The Human Resources Business Unit:-

Shall ensure that No monies -are paid out on termination of service without
receiving the relevant asset resighation form signed off by the relevant Head of
Department or Unit Manager. (See also 23.6)

Shall ensure that every asset resignation form s counter signed hy the Asset
Management Section before processing the termination of service.

All Business Units ( Department)

Shall ensure that employees in their Business Units adhere to the approved Asset
Management Policies.

Shall ensure that assets are properly maintained in accordance with respective
asset maintehance policy.

Shall ensure that the assets and / or'inventory items of the Municipality are not
used for private gain.

Shall ensure that all. their movable assets as reflected on the Fixed Asset
Register and are bar-coded

Shall ensure that the ¢orrect vote number and description are being used before
authorising any requisitions.

o Shall inform the Assets Management Section of any delivery of the assets
procured or-donated.

s Shall ensure that assets assigned to them are utilized effectively, efficiently,
economically and transpa rently

* Shall ensure that the assets.of the Courncil are-not used for private gain.

* Shall notify the Assets Management. Section of all obsolete, démag‘ed and
stolen assets, without delay

s  Shall ensure that all assets in their possession remain bar coded

® Shall ensure that on termination of service; they return the assets to their
supervisors-and complete a termination assets clearance form
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s Shall notify‘-the-Ass’e'ts:Man-age'm'ent'-Sectio'n‘_ of the movement and transfer of
assets assigned to them by completing an asset transfer form

* The detailed projects as created must be categorized and clearly identified as
follows;

> Immovable Assets:
< Infrastructure assets i.e roads, storm water, bridges and electrical
project
Buildings
Land PPE
CommunityASSets
Recreational Facilities
Asset under construction. {Only an asset after completion)

AR P

> Investment Properties

> Land Inventory

> Intangible assets

> Agricultural assets
# Heritage assets

> Movable Assets:
Office Equipment:
Furniture and Fittings
Emergency Equipment

Motor Vehicles
Plant and Equipment

& e oo
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5.1

5.2

Definition of an Asset

Afixed asset is an asset; either movable or immovable, owned by.or under the control
of the municipality, and from ‘which the municipality reasonably expects to derive
economic benefits, or reasonably expects to use in service delivery, over a period
extending beyond one financial year, which cost or fairvalue can be measured reliably.

Fixed assets will include ‘Property, Plant and Equipment (as defined in GRAP 17),
Intangible Assets {as defined in GRAP 102), Investment Property (as defined in GRAP
16), Heritage Assets{as defined in ‘GRAP'103}, as well as Assets held under a finance
ledse, in accordance with the principles contained ih GRAP 13.

To be recognised as a fixed asset for accounting purposes, .an asset must also meet
the criteria referred to in part 11 below.

Role of Assets_ -

The role of assets is to support the delivery of a service to the public. Assets should
exist to support programme delivery,
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6.1

Format

The fixed asset register shall be maintairied in the format determined by the CFO,

‘which format shali comply with the #e_qmreme_nts;ofGe‘nerally Recognised Accounting

practice (GRAP) and any other accounting requirements which may be prescribed.

Without in any way detracting from the compliance criteris mentioned in the
preceding paragraph, the fixed. asset register shall reflect at least the following
information:

a brief but identifiable description of each asset;

#  the date on which the asset was acquired or commission ed;

* the location of the asset;
* the departments or cost centre within which the assets will be utilised;

®  The stand number in the case of Land property;

s the original cost or fair value if no costs are availa ble:.

* the(last} revaluation date of the fixed assets subject to revaluation;
* there-valued value of such fixed assets;

* accumulated depreciation to date;

* the carrying value of the asset;

*  the method and rate of depreciation;

* accumulated impairment losses to.date;

* impairment;

* ‘the source of financing ;

e whether the asset has been used to secure any debt, and if so0, the hature .and
duration of such security arrangements;

* thedate on which the asset is disposed of and

e The disposal price.

A fixed asset shall be capitalised, that is, recorded in the fixed asset register, as soon
as it is acquired. If the asset is.constructed over a period of time, it shall be recorded
as Assets under construction (WIP) until it is available for use, where-after it shall he
appropriately ca pitalised-as a fixed asset:

A fixed asset shall remain in the fixed asset register for as long as'it is still in use and
not only physically in existence. The fact that a fixed asset has been fully depreciated

shall notin itself be a reason for writing-off such an asset,
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6.2

Different categories of registers

The following is an outline .of the requirements relating to the va rious types of asset
registers that the Municipality will maintain:

* The Chief Financial Officer is responsible for ensuring that complete accounting
records of asset items are kept, verified and balanced regularly.

* The Fixed Asset Register (FAR) for the Municipality will contain the foifowing._t'ypes“
‘of assets categorized as immovabie or movable assets:

Immovable Assets:

s Infrastructure assets:
o Electricity assets.
o Roads and Stormwater

* land and Buildings

¢ Investment properties
¢ Community assets

*  Heritage assets

e lIritangible assets.

* Agricultural assets.
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Movable Assets:

s Office Equipment

® Furniture and Fittings
* Bins and Containers

s Emergency Equipment
* Motor Vehicles

* Computer Equipment
. Plant'&-EqUEp'ment

> Immovable assets on the FAR will not be physically numbered with bharcode labels but
will-have a unigue asset master record number.

> Capital work-in-progress. An asset. under construction is stated at historic ¢ost.
Deprectation only commences when the assetis commissioned into use.
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ASSET MANAGEMENT process (structure)

®*  Asset M__ahageme‘nt is the process of guiding all the key asset management activities
undertaken to make the most of-asset service detivery potential and the management of
the related risks and costs over the entire asset life cycle.

* The asset life cycle embraces the following inter-related processes or phases:

©  Planning deals with definition of asset;

o Acquisition deals with the: recognition, measurement and valuation of assets;

o Operation and Maintenance deals with maintenance, refurbishment, enhancement
and depreciation of the asset; and

© Disposal deals with asset disposals.

Asset planning

*  The Municipality shall develop asset strategies covering the acquisition, safeg_ua rding,

maintenance, refurbishment,_ redeployment and disposal together with the capité# and
operating cost

* Asset Planning shall be the process through which the asset requirentents of a municipality
are matched to service delivery requirements.

‘»  Asset Planning shall be-informed by the principle that a public institution shall not hold
assets unless it is reasonably necessary for the economical, effective and efficient delivery of
services.

* Managers must align activities in the Strategic Plan and the budgetary allocations with the
asset requirements of the office and develop an Asset Acquisition Plan,

*  The Asset-Acquisition Plan must be i'n_fc__)rmed';'by the future service or economic benefits to
be derived directly or indirectly from the asset in support of service delivery.

* A cost-benefit analysis must be conducted when determining whether a8 major asset should
be leased, purchased, transferred.from another entity or obtained through a Public Private’
Parthership.

¢ The Asset Acquisition Plan must 'det'a_i! all assets that-will be purchased and/or leased in a
particular financial year with expenditure projections for each month of that year.

¢ The Managers are required to recommend for approval the Asset Acquisition Plan priorto.
‘the commencement of any purchases of assets.
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* Asset Budgeting shalf be-.th_epror_:e-‘ss through which'the Asset Pia nning Strategy is financially
quantified and shall entail allocating financial resources to the Asset Pla nhing Strategy:.

* Asset Budgeting must be conducted to include the asset life cycle stages, i-e. Acquisition,
Operation, Transfers, Maintenance. and Disposal.

®  [tis the responsibility of the Heads of Departments to communicate the Asset Budgeting
Strategy to the Chief Financial Officer within the municipality.

Acquisition

* The decis_io_n- to acquire-asset shail be informed by both the Asset Pianning Strategy and
Asset Budgeting Strategy.

* Thedescriptions utilised forthe asset that is being acquired must be consistent with the
Standardised Asset Description Lists of the Municipality.

*  Assetdescriptions can only be created aft‘er-obtaining the-approval of the Chief Finaricial

Officer.

Asset register

The municipality shall.maintain an asset registerin a format deter’-mined by the Chief
Financial Officer. The format must comply with GRAP and any other applicable standards.

Recognition of assets

Assets will only be capitalised as an asset in the Statement of Financial Position when the.
following criteria are met.

Future economic benefits or potential service delivery associated with the asset will flow to
Lepelle-Nkumpi Murticipality.

The cost of the assét can be measured accurately.

All risks and rewards relating te an asset item have been passed to Lepelle-Nkumpi

Mimicipality and therefore Council.controls the asset item,

A vzlid invoice to Council or other transfer document that transfers ownership to Councit

exists; .
A'self constructed asset with a lifespan of more than a year will he capitalised as an asset

when all-criteria for ah asset stated on“15.1 has been met. The total cost of construction of
the assets will be capitalised. Examptle of the cost are

o Cost of employee benefits arising from construction of the assets
@ Costmaterial allocated for the construction

©  Cost of site preparation if any

o Professional feesincufred in the construction

o Improvement on assets will bie capitalised if the improvement increase the lifespan
of the asset otherwise:it will be written off as repair and maintenance.
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©  Buildihg infrastructure improvement: removable items such as the air conditioners

etc will be capitalised s_e_p__arately from the cost of improvement on building and bar

coded as such.

Safeguarding of assets

* The responsibility for the safeguarding of assets vests with each official to whom assets have

Been allocated,

*  Every asset holder will be directly responsibie for en‘sur'i'ng_ that all assets are properly

maintained in a manner which will ensure that such assefs attain their useful operating lives.

* Allassets used by.employees must be returned upon termination of employment.

Verification of asset

* All assets must be at teast physically verified at each reporting date{End of Financisi Year) as
prescribed on the accounting standard and is not practical to verify the infrastructure assets

every guarter.

® The physical verification must be performed by either the physical scanning of the barcade

attached to an asset or manually verified.
* ‘The verified information must be reconciled to the Asset Register,

*  The Chief Financial Officer must approve all adjustments that will correct the identified
variances.

Movement of assets

* Al movements of assets must be duly authorised by supervisor (Manager or Executive

Manager} of the rel'easin_g and receiving official

» Al movements of assels togetherwith the relevant authorisation must be recorded in the

Asset Register.
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7.1

Classification

In compliance with the requirements of GRAP, the Chief Financial Qfficer shall ensure
that all fixed assets are classified under the following headings, and Heads of
Departmerits shall in writing provide the Chief Financial Officer with such information
or assistance as is required to compile a proper classification:

* land {not held as investment assets)

* infrastructure assets (assets which are part of a network of similai assets)

* community assets (resources c_ontr‘ibutin'g: to the general well-being of the
community)

+ heritage assets {culturally significant resources)

« other assets {ordina ry-operational resources) |

* housing{rental stock or housing stock not held for capital gain)

* investment properties (resources held for ca pital or operational gain).

The Chief Financial Officer shall adhere to the classifications indicated in the annexure

on-fixed asset lives {as per Assets Procedure Manual),-and in the case of a fixed asset
not appearing in the annexure shall use the classification applicable to the asset most
closely comparable to the asset in question.

PROPERTY, PLANT AND EQUIPMENT

»  Land {notheld as investment assets);

»  Buildings excluding buildings classified as investment assets, buildings classified
as Heritage assets and buildings- utilised in contributing tothe com munity’s well-
being (Clinics, libraries etc)

> Infrastructure assets are defined as any asset that is part of a netwark of similar
assets. These assets usually display some or all of the following characteristics:

They are part of a system.or network;

‘They are specialised in nature and do not have alternative uses,
Theyareitmmovable; and

They may be subject to .constraints on dis‘pOsa_l.

¢ 0 o 0

Examples are roads; water reticulation schemes, sewerage purification and trunk
mains, transport terminals and car parks. Infrastructure can be considefed-as a single

asset or more usefully as a collection of different assets. Each individual asset shall be

measured at its own cost and own lifespan, which will influence the depreciation of
such am asset.
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> Community Assetsare defined as any asset that contributes to the community’s
well-being. Examples are parks; libraries and fire stations.

p= Heritage assets are defined as culturally significant resources. Examples are
works of art, historical buildings and statues,

»  Finance Lease assets are defined as assets financed by a Capital Lease if it
transfers substantially afl the risks and rewards incident to ownership of the
asset from. the lessor to the municipality, in return for a payment or series of

payments -by_-t-he municipality to the lessor.

»  Other assets are d'efine‘d as movable assets wytilised in normal operations.
Examples are plant and equipment, motor vehicles and furniture and fittings.

LAND ASSETS HELD.FOR SALE

Any land or buildings ovwned oracquired by the municipality with the intention of selling such
praperty in the ordinary course njf business, or any land or buildings owned or acquired by
the municipality with the intention of developing such property for the purpose of selling it
inthe ordinary course of business; shall be accounted for as Non-current Assets held for Sale,
and not included in either property, plant or equipment or investment property in the
municipality’s balance sh'e'et, at a value equal to the lower of cost and net realisable value, in
accordance with- GRAP 12 The CFO will do a comparison on balance sheet data, and
adjustments to the previous year's recorded value shall be accounted for as either gains
(revenues) or losses (é'Xpense_s_) in the accounting records of the department or service
controlling the assets-concerned.

Such Nen-current assets shall be recorded in the assets management system in the-same
manner as other fixed assets, but a separate sectiori of the assets management system shall
be maintained for this purpose.

Land that was purchase for township development will inftially be accounted for in terms of
GRAP 12 as Non Current Asset for Sale and as Inventory.

RECOGNITION LAND ASSETS HELD FOR SALE

Inventories shall be recognised as an asset if, and only if,

{a} it is probable that future economic benefits or service potential associated with the item
will flow to the entity; and

(b) the cost of the inventories can be measured reliably
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MEASUREMENT AT RECOGNITION OF LAND ASSETS HELD FOR SALF

Inventories that qualify for recognition as assets shall initially be measured at cost,

Where inventories are acquired at through a non-exchange transaction, their cost shall be

reeasured at their fair value as at the date of acquisition.

MEASUREMENT AFTER RECOGNITION OF LAND ASSETS HELD FOR SALE

Inventories shall be measured at the Jower of cost and net realisable value, except where

Inventortes shall be measured at the lower of cost and current replacement cost where they
are held for:

(a) Distribution 't'h'ro'ugh a non-exchange transaction

(b) Consumption in the production process of goods to be distributed at no. charge or for a
nominal charge

NET REALISABLE VALUE.

The cost of inventories may not be recoverahle if those inventories are damaged, if th ey have
become. wholly or partially- obsolete, or if ‘their selling prices have declined. The cost of
inventories may also not be recoverable if the estimated costs of completion or the estimated
costs-to be incurred to make the sale, exchange or distribution have increased. The practice
of writing inventories down below cost to netrealisable value is consistent with the view that
assets should not be carried in excess of the future economic henefits or service potential
expected to be realised from their sale, exchange, distribution or use.

A new assessment is made of net realisable value in each subsequent period. When. the
circumstances that previously caused inventories to be written down below cost no longer
exist or when there is clear evidence of ani increase in net realisable vaiue because of ch anged
economic circumstances, the amount of the write-down is reversed (i.e. the reversal is limited
to the amount of the original write-down) so that the new carryingamount is the lower of the
cost and the revised net realisable value. This.occu rs, forexample, when an item of inventory
that is carried at net realisable value, because its selling price has declined, is still on hand in
a subsequent period and its selling price has increased.
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INVESTMENT PROPERTY:

Investment assets shall be accounted for in terms of GRAP 16 and shall not be classified as
property, plant and equipment for purposes of preparing.the municipality’s statement of
financial position.

Investment assets shall comprise land or buildings {or parts of buildings) or hoth held by the
municipality, as ownér or aslessee under a finahce lease, to earn rental revenues or for ca pital
appreciation or hoth.

investment assets shall be.recorded in the assets Mmanagement system in the saine manner
as-other fixed assets, hut a separate section of the assets managemerit system shall be
maintained for this purpose.

Investment assets shall not depreciated, but shall be fair valued at every reporting period.
Investment assets shall be recorded in the Statement of Financial Position at such fair value.
Adjustments to the previous year’'s recorded fair value shall be accounted for as either gains
(revenues) or ldsses (expenses) in the accounting records of the Department or service

controlling the assets concerned.

A professional valuer shall be engaged by the municipality to determine the fair value at
every reporting period
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7.2

7.3

7.4

identification

The Municipal Manager shall ensure that the municipality maintains: a fixed asset
identification system which shall be operated in conjunction with. jts computerised
fixed asset register.

The identification system shall be deterimined by the Municipal Manager, acting in
consultation with the Chief Finaricial Officer and other HEAD’s of Departments, and
shall comply with any legal prescriptions, as well as any. requirements of the Auditor-
General, and shall be decided upon-within the context of the municipality’s budget,

‘Every Head of a Department shall ensu re that the asset identification system approved

for'the municipality-is scrupulously applied in respect of all fixed and movable assets
controlled or used by the Strategic Business Unit in question.

Verification

Every Head of Department shall at least once during every financial year, and in
compliance with the relevant written directives issued by the Chief'Financial'Ofﬁcer,
undertake a comprehensive verification of all fixed assets controlled or used by the
department concerned.

The directives issued by the Chief Financial Officer shall stipulate the date(s) when

such verification shall be undertaken, and such date(s} shall be as close as possibie to
the'end of each financial year,

Safekeeging_

Section 63 of the Municipal Financial Management Act {Act no. 56 0f 2003) determines
that the accounting officer of a municipality is responsible for the management of the
assets of the municipality, including the safeguarding and the maintenance of these
assets:

Section 78 of the Municipal Financial Management Act (Act no. 56 of 2003) determines
each senior manager of a muricipality and each official of a municipality exercising
financial management responsibilities must take all reasonable stéps within their
respective -areas of responsibility to ensure that the assets -and liabilities of the
municipality are managed effectively and that assets are safeguarded and maintained
to the extent necessary. A seniorman ager or such official must perform the functions
subject to the directions of the accounting officer of the municipality.

Every Head of a Department shall be directly responsible for the physical safekeeping
of any fixed asset controlled or used by the Strategic:Business Unit in question.

In exercising this responsibility, every Head of a Department shall adhere to any
written directives issued by the Municipal Manager to the Strategic Business Unit in
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question, or generally to all Strategic Business Units in regard to the control of or
safekeeping of the municipality’s fixed assets,
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8.1

8.2

Definition

Heritage assets are assets that have a cultural, environmental, histarical, natural, scientific,
technological or artistic significance and are held indefinitely for the benefit of present and’
future generations

Disclosure of Heritage Assets

Heritage assets shall be carried at its cost less any accumulated impairment Josses
after recognition as an asset, in accordance with GRAP 103,

If o original tosts or reasonable values are available in the case of one or more or all
heritage assets, the Chief Financial Officer may, if it is believed that the determination’
of a reasonable value for the assets in question will be ‘a laborious or expensive

undertaking, record such asset or assets in the assets management.system without an

indication of the costs or réasonable value concerned.

For purposes, the Statement of Financial Position existence of such heritage assets
shall be disclosed by means of an appropriate note, with reasons why the value of

such heritage assets or class of heritage assets, if any; could not be measured relia biy.
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Where a fixed asset is donated to the municipality, or a fixed asset is acquired by means of an
exchange of assets between the municipality and one or more other parties, the asset
concerned shall be recorded in the assets management system at such reasonable value as
the Chief Financial Officer assigns to the asset in question, and the CFO will be authorised to-
utilise the services of valuers, if deemed necessary.
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Accounting for biological assets shall take place in accordance with the.requirements of GRAP
101.

The Chief Financial Officer, in consultation with the.head(s) of'dEp'a_rtmen-t concerned, shall
ensure that all biological assets, such as Plantation forest, livestock and crops; are valued at
30 June each year at fair value less estimated point-of-sales costs.. Such valuation shall be
undertaken by-a recognised valuer in the line of the biolt)gii:al'assets_ concerned, Any losses
on such valuation shall be debited to the department or vote concerned as an operating
expense, and any increase in the valuation shall be credited to the department or vote
concerned as operating revenue.

If any biological asset is'lost, stolen or destroyed, the matter — if material - shall be reported
in writing by the Head of Department concerned in exactly the same manner as though the
asset were an ordinary fixed asset.

Records of the details of biological assets shall be keptin a separate section of the fixed assets
register or in a separate accounting record, and such details shall reflect the information
which the Chief Financial Officer, in consultation with the Head of Department concerned and
the iriternal auditor, deems necessary for accounting and control purposes.

The Chief Financial Officer shall annually insure the municipality’s biological assets, in
consultation with ‘the head(s) of department concerned, provided the Council of the
municipality considers such insurance desirable and affordable.
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111

11.2

Tangible Assets

All the assets will be capitalised on the FAR as long as the item meet the definition
of an assets as prescribed by the accounting standard

Intangible Assets

ltems belonging to the category “intangible”do not have a physical form and meets

the identification criterion in the definition of an intangible asset when it;

> is separate; i.e.is ca pable of being separated or divided from the entity and so'ld_,
transferred, l'icen-sed_,_ rented or exchanged, either individually or together with a
related contract asset or fia bility; or

> arises from contractual or other legal rights, regardiess of whether those rights
are transferable or separable from the entity.or from otherrights and obligations;

and can be further classified as:.

> Intangible assets with a finite useful life; and

*  Intangible assets with an infinite.useful life.

An intangible assef shall be regarded by the entity as having an indefinite useful life
when, based an an an alysis of all the refevant factors, there is no foreseeable fimit to

the period over which the asset is expected to generate net cash inflows for the entity.

Examples of intangible items are:

% Minerat exploration rights
< Computer software {not operational software)
< Licensing rights

Intangible items are treated in accordance with the provisions of GRAP 102and in

applying the cost model are initially recorded at their cost price. After initial
recognition, an intangible asset shall be carried at its cost less any accumulated
amortisation and-any accumulated impairment losses,
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Retirements and disposals

An i'ntang'iblei-ass'et'sha_ll be de-recognised:

o ondisposal; or
© when no future economic benefits are expected from its use or disposal.

Review of usefu! life assessment

The useful life of an intangible asset-that is not being-amortised shall be reviewed each
period to determine.whether-events and circumstances continue to support an lndefmlte
useful life assessment for that asset.
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12.1

12.2

Initial Cost
The initial recording of an asset is dealt with as foilows in GRAP 17:

An item of property, plant and equipment that qualifies for recognition as-an asset
should initially be measured at.its cost. The cost of an item of property, plant and
equipment comprises its purchase price, inciuding import duties and non-refundable
purchase taxes, and any directly attributable costs of bringing the asset to working
condition for its intended use. Any trade discounts and rebates are deducted in
arriving at the purchase price. Examples of directly attributable costs are:

v

The cost of site preparation,

v

Initial delivery and handling costs,

Installation costs, and

Professional fees such as for architects and engineers;

The estimated cost of dismantling the asset.and restoring the site, to the extent

Y7

A 4

that it is recognises as a provision.
Administrative and other general overhead costs are only a component of cost if
it can be directly attributed to the acquisition or construction of the asset without

v

which the asset could not have been brought to working condition.

Costs incurred on existing PPE subsequent to the initial recording of the cost price

Assets are often modified during their life. There-are two main types of modification:
Enhancement / Rehabilitation:

This i where work is carried out on the asset that increases its service potential.
Enhancements normally increase the service potential of the asset, and or may extend.
an asset’s useful life and result in an increase in value.

These expenses are not part of the life cycle of the asset. These costs'normally become
necessary during the life of an asset due to a change in use of the asset or
technological advances.

Disbursements of this nature relating to an asset, which hasalready been recognised
in the financial statemenits, should be added to the ca rrying amount of that asset. The
value of the asset is thus increased when it is probable that future economic benefits
or service potential will flow to the entity over the remaining life of the asset.
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To'be classified as capital spending, the expenditure must lead to at least one of the
following economic effects:

» Modification of an item or plant to extend its useful life, including an increaseé in
its capacity;

» Upgrading machine.parts to achieve a substantial improvement in the quality of
output;

> Adoption of new preduction enabling a substantial reduction in previously
assessed operating costs;

v

Extensions or modifications to improve functionality such as installing computer
cabling or increasing the speed of z lift;

Improve the performance of the asset;,

increase the capacity of the asset;

Prolong the expected working fife of the asset;

Increase the size of t’he asset; or

Change the shape of the asset.

Y V.V Vv Y

Mainteénance / Refurbishment:

Expenditure related to repairs or maintenance of property plant and equipment are
made to restore or maintain the future economic benefits-or service potential that an
entity can expect from the asset.

Refurbishment of works does not extend functionality or the life of the asset, but are
necessary for the planned life to be achieved. In such cases, the value of the asset is
not affected, and the costs of the refurbishment are regarded as operating expense in
the statement of financial performance. |

Thus if the improved performance or extended life of an asset is not beyond what
has originally been estimated for the asset and the expenditure is only to bring
performance pback to the level that is normally expected for the asset, the
expenditure will be considered an operating expense..

Page 34 of 91




13.1

13.2

13.3

Definition

Depreciation may be defined as the monetary quantification of the extent to which a
fixed asset is used or consumed in the provision of economic benefits or the delivery
of services.

Depreciation shall take the form of an expense both calculated and debited on a
monthly basis against the appropriate line item in the department or voté in which
theasset is used or consumed, from the date that the asset is brought into use.

The procedures to be followed in accounting. and budgeting for the amortisation of
intanhgible assets shall be identical ta those applying to the depreciation of other fixed
assets.

Which assets must be depreciated

All fixed assets, except Land, Investment property, Non-current assets held for sale,
and heritage assets, shall: be d’e‘pi‘e’ciate‘d - ar amortised in the case of intangible
assets,

Although typically disclosed together, land and buildings are separable assets and

because land normally has unlimited life it is not depreciated whilst building are.
Heritage assets such as works of art, historical buildings and statues are also not

normally depreciated. The reason isthat these assets have cultural significance and as

such are likely to be preserved for the henefit of future generations. 1t should
therefore be impossible to determine their useful lives.,

Determining useful lives of assets

The Chief Financial Officer shall assign a-useful operating life to each depreciable asset
recorded on the municipality’s Fixed Asset Register. In determining such a useful life,
the Chief Financial Officer shall adhere to the useful lives set out.in the annexure to
this document (r.efer-Ann_eXUre A) or to the recommendation. of the head of the
department involved.

In the case of a fixed asset which is not listed in this annexure, the Chief Financial
Officer shall determine.a useful operating Iif'e__, if necessary in consultation with the
Head of the Department who shall control or use the fixed asset in question, and shall
be guided in determining such useful life either by the useful lives assigned in the
annexure to the fixed asset most closely comparable to the asset in auestion or by the
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likely pattern in which the asset’s economic benefits or service potential will be
consumed.

The residual value and the useful life of an asset shall be reviewed at each reporting
date:

The amortisation period of an intangible asset with a finite useful life shall be
allocated on a systematic basis over its useful life, and reviewed at east at each
reporting date. If the expected useful life of the asset is different from previous
estimates, the-amortisation period shall be amended accordingly.

13.4 Depreciation Calculation

13.4.1 Tangible assets

The municipality uses the straight-line depreciation method whereby items of
property, plant and equipinent are depreciated on a constant or uniform amount over
their estimated useful life. ;For example, if a vehicle is purchased and has an estimated
useful life of 5 years, each month 1/60% of the vehicle will be depreciated.

Depreciation is an expense both calculated and debited on a monthly basis against the
appropriate line item in the Department or vote in which the item of property, plant
and equipment is:used or consumed and should be recognised as such,

Depreciation shall be charged from the caléndar month following the month in which
an item of property, plant and equipment is brought into commission and will
continue until the accumulated depreciation equals the cost or valuation amount of
the respective item of property, plant and eguipment or the item is disposed or
written off,

When depreciation is calculated, a corresponding accumulated depreciation account-
is created. The accumulated depreciation account is 2 Statement of Financial Position
item (it is an asset provision). This account balance reflects the depreciation charge
that has been expensed or capitalised since the asset was brought into commission.
The balance on the accumulated depreciation account can never exceed the cost or
valuation of the specific.item of property, plant and equipment to which it refates.

13.4.2 Intangible assets
Amortisation period and amortisation method

> Finite useful life
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13.5

The depreciable amount of an intangible asset with a finite useful life shall be
allocated on a systematic basis over its useful life. Amortisation. shall begin when
the asset is-available for use, i.e. when it is in the location and condition necessary
for it to be capable of operating in the manner intended by management.
-Amaortisation shall cease at the earlier of the date that the asset is classified as held
for sale {orincluded in a disposal group that is classified as held for sale} and the
date that the asset is derecognised. The amortisation method used shall reflact
the pattern in which the asset’s future economic benefits are expected to be
consumed by the :e_nﬁtitv_._ If that pattern cahnot be determined .re!iably,' the
straight-line method shall be used. The amortisation charge for each period shall
be recognised in profit or loss unless this or another Standard pe'rmits'or'require's-
it to be included in the carrying amount of another asset.

» Infinite useful life
No amortisation will take place

The amortisation period and the amortisation method for an intangible asset with
a finite useful life shall be reviewed at least at each financial year-end. If the
expected useful life of the asset is different from previous estimates, the
amortisation period shall be changed accordingly. If there has been a change in
the expected pattern of consumption of the future economic benefits embodied
in the asset, the amortisation method shall be changed to reflect the changed
pattern.

Amendment Of Asset Lives And Diminution in The Value Of Fixed Assets

Only the Chief Financial Officer may amend the. useful operating life assigned to any

fixed asset, and when any material amendment occurs the Chief Financial Officer shall

inform'the Council of the municipality of such amendment.

The Chief Financial Officer shall amend the useful operating life assigned to any fixed

asset if it becomes known that such asset has been materially impaired orimproperly

maintained to such.an extent that it’s useful operating life will not be attained, based
onthe reporis.submitted from departmental heads.

If the value of a fixed asset has been diminished to such an extent that it hasnoor a
negligible further useful operating life or value such fixed asset shall be fully
depreciated in the financial year in which such diminution in value occurs.

Similarly, ii a fixed asset has been lost, stolen or damaged beyond repair, it shall be
fully depreciated in the financial year in which such event occurs, and if the fixed asset

has physically ceased to exist, it shall be written off the assets management system.
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13.6

In all the foregoing instances, the additional depreciation expenses shall be debited to
the department or vote controlling or using the fixed asset in question.

If any of the foregoing event arises in the case of a nermally non-depreciable fixed
asset, and such fixed asset has been capitalised at a value other than a pu rely neminal
value, such fixed asset shall be partially or fully depreciated, as the case may be, as
though it were an ordinary depreciable asset, and the department or vote controlling
or using the fixed asset in question shall bear the full depreciation expenses
concerned.

Alternative Methods of Depretiation In Specific Instances

The Chief Financial Officer may employ the sum-of-units method of depreciation in
the case of fixed assets which are physically wasted in providing economic benefits or
delivering services.

The Chief Financial O:ffi'cer_zsh all only employ this.method of depreciation if the Head
of Department controlling or using the fixed asset in guestion gives a written
undertaking to the Municipal Manager to provide:

» estimates of statistical information required by the Chief Financial Officer to
prepare estimates of depreciation expenses for each financial year; and.

« actual statistical information, for each financial year.

The Head of Department concerned shall moreover undertake to provide such
statistical information at the specific times stipulated by the Chief Financial Officer.

Where the Chief Financial Officer decides to employ the sum-of-units method of
depreciation, and ‘the requirements set out in the preceding paragraph have been
adhered to, the Chief Financial Officer shall inform the Council of the municipality of
the decision in question.

Page 38 of 91




13.7

Disclosure Reguirenients

According:to GRAP 17 the following information relating to depreciation should be
disclosed in the financial statements:
» Inthe Accounting Policy Notes

o -the depreciation methods used and the depreciation rates or useful lives.

On the Statement of Financial Position

Y

o The depreciation is-part of the Net Property, Plant and Equipment-amount.

» On the Statement of Financial Performance

o The depreciation charged in arriving-at the net surplus or deficit disclosed in
the income statement.

% In'the notes tothe Statements.
o The gross carrying amount and the accumulated depreciation at the
beginning and end of the period in respect of each class of property, plant

and equipment, together with all the other movements on the asset
accounts.

» In Annexure B and Cto the Financial Statements

o. These Annexures disclose a more detailed analysis of the various classes of
assets {Annexure B) as well as-a detailed analysis on the allocation of assets
{Annexure B) a well as a detailed analysis on the allocation of assets to the
various departments and functions {Annexure C). These Annexures must
show a reconciliation of the.carrying amount at the beginning and end of the
period showing:

= Qpening Balance

= Additions

* Disposals

»  Acquisitions through business combinations

* Ihcreases of decreases resuiting from revaluations
» Reductions in carrying. amount {impairment losses)
= Depreciation and Accumulated Depreciation

®  Other movements

When property, plant and equipment is disposed of whether by seliing or destroyed,
the asset values must be offset against the proceeds, if any, resulting in a profit or loss
on the particular item of property, plant and equipmient.
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14.1

14.2.

Revaluation Reserfve

The Chief Financial Officer shall also, where applicable, create a Revaluation Reseive

for fixed assets equal to the difference betwéen the value as recorded in the valuation

roll and the carrying value of the fixed asset before the adjustment in question.

Investment Property

Investment properties will be revalued on an annual basis, and :any increases or
decreases will be recorded against the Revaluation Reserve. Any gains or losses on the
disposal shall be accounted for as below, and the carrying value will be written off
against the Revaluation Reserve,

The CFO can also utilize the services of a valuer to determine the values of Non-current:
assets held for sale, where it is expected that the Net Realisable Value, as calculated
from the values reflected in the Valuation roll, differ materially from what can be
expected, due to changes in market conditions since the fixed date used for the

determination of*market values in the valuation roll. Any adjustments made in this
regard will. be accounted for as-gairis or losses in the municipality’s operating account.
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15.1

Disposal

In compliance with the principles and prescriptions .of the Municipal Financial
Management Act (Annexure B), the transfer of ownership of any fixed asset shall be

fair, equitable, transparent, competitive and consistent with the municipality’s Supply

Chain Management Policy.

Every Head of Department shall report in writing to the Chief Financial Officer on a

quarterly basis and then’ before June of each financial year on all fixed assets

controlled or used by the department concerned which such Head of Department
wishes to-dispose hy public auction or public tender. The Chief Financial Officer shall
thereafter consolidate the requests received from the various departments, and shall
promptly report such consolidated information to the Couricil of the municipality, as
the case may be, recommendihg_theiprocess of disposal to be adopted.

Any items declared ob'sdlete or damaged will be-handed in to the Asset-Management.
Section. for safekeeping. No items will be received by the Asset Management Section
without .a completed asset disposal form counter-signed by the Asset Management

Section, describing the status of the item and the reason for writing-off the item.

Fach Department:must take the necessary steps to ensure that all their obsolete or
damaged assets are disposed of in the correct and approved manner. it is the
responsibility of each Department to ensure that all such assets to be disposed of are-
delivered to-and received at the Asset Management Section..

The Council shall ensure that the disposal of any fixed asset takes place in compliance
with Section 14 of Municipal Financial Management Act of 2003 and the Supply Chain
Management Policy.

Every Head of a Department shall efisure that any incident of loss, theft, destruction,

or material impairment of any fixed asset controlled or used by the Department in

question is promptly reported in writing to the Asset Management Section by using’
the asset disposal form to the internal auditor, and, in cases of suspected theft or
malicious damage, alsoto the South African Police Services. Once:the fixed assets are

disposed, the Chief Financial Officer shall remove the relevant records from the fixed

asset register.
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15.2

15.3

DISPOSAL OF TABLET

A Councilior is expected to use and care for the tablet in his or her custody for the
period of 3 years of its life span. At the end of the tablet life span, tablet must be
forwardedto the Budget and Treasury — Assets Section for disposal.

The critéria for the disposal of tablet subject to sections 14 and 90 of the Act and the
Supply Chain Management Policy, are as follows: Assets may be disposed of by ~

(|) Donating or transferring the tablet to another organ of state e.g. Public Schools
in jurisdiction of Lepelle-Nkumpi Local Municipality

(i) Transferring the tablet to another organ of state at market related value or,
when appropriate, free of charge;

{iii)  Selling/Auctioning the tablet; or
{iv) Destroying the tablet

Other write-offs

A fixed asset, even though fully depreciated, shall be written<off only on the
recommendation of the Head of a Department controlling or using the concerned, and
with the final approval of Couricil.

Every Head of a Department shall annually report to the Chief Financial Officer on any
fixed assets which such Head of the Department wishes to have written off, stating in
full the reason for such recommendation. The Chief Financial Officer shall consolidate
all such reports and shall promptly submit 'a recommendation to the Council on the
fixed assets to be written _dff.

The only reasons for writing off fixed assets, other than the disposal of such fixed
assets, shall be the loss, theft, destruction, incorrect capitalisations or material
impairment of the fixed asset in gquestion.

Proceeds / Loss on Disposai.of-AsSets

When assets are disposed of whether by disposal or written off the caring value
should be offset against the proceeds. If the proceeds of the disposal are less than the
carrying value recorded in the fixed asset register, such difference’shall be recognised
as-a loss in the vote of the Business Unit concerned.

If this'asset has an outstanding balance on the Revaluation Reserve, this balance must
be transferred to the Accumulated Surplus,
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All losses on the disposal of assets shall remain as expenses on the cost centre of the
department concerned. If, however, both gains and losses arise in any one financial
year in respect of the disposal of assets of any department, only the net gain (if any)
on the disposal of such assets shall be appropriated.
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15.4

Disclosure of Assets Disposed of

The carrying value of the asset disposed of is removed from the records and will not
reflect on the Statement of Financial Position as part of the balance on Property, Plant
and Equipment under Non-Current assets.

The gain or loss will be reflected in the Statement of Financial Performance as a gain

under Revenue or as a loss under Expenditure..
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Recognition is the process of incorporating in the Statement of Financial Position or
Statement of Financial Performance; an item that meets the definition and satisfies the
criteria for recognition.

Assets are classified into categories as set out in section 7 (Classification of Assets) and the
information for each category summarised'in a table format is disclosed as:
> A note to the Financial Statements;

With a detailed disclosure as an annexure reflecting the movemeitts for the financial
year by category-and subcategory;

Movements-are also reflected onan annexure per Business Unit;
The net value {carrying value at year-end), for all categories is added together and

reflected as a single I'in'e_ item'in the statement of fin anCia_l:.p.osit-io_n..

The failure to recognise such items is not rectified by disclosure of the accounting policies
used, ar by notes or explanatory material.

To be able to assess the utilisation of assets all assets should be listed once the recognition
criteria are met.

An Asset item should be recognised in the Financial Statements if it meets the:

> Probability criteria (it is probably that ‘any future economic benefits or service
potential associated wi_t'h the asset wil flow to the entity);

Measurement criteria (the asset has a cost or valué that can be measured with

A T

reliability).

In many cases, cost or value must be estimated; the use of reasonable estimates is.an essential
part of the préparation of Financial Statements and does not undermine their reliability.
When, however, a reasonable estimate cannot be made, the item is not recognised in the
Statement of Einancial Position or Statement of Financial Performance.

An item that possesses the essential characteristics of an asset but fails to meet the criteria
for recognition may nonetheless warrant disclosure in the notes, explanatory material or in
supptementary schedules. This.is appropriate when knowledge of the item is considered to
be relevant to the evaluation of the financial position, performance and changes in financial
position of the municipality by the users of Financial Statements.
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No asset is recognised in the Statement of Financial Position for expen diture incurred where
ttis improbdbie t_ha_t'eco'nomic_b:e'neﬁt_or-‘service potential will flow to the my nic'ipalitybeyond

-th_e'-c_urrent'financi_al year, Wheré the pro_babi_lit_y is low, such .a transaction will result in‘the
recognition of an expense in the Statement of Financial Performance.

Where the expenditure has been ircurred in connection with an asset already recognised,
tonsideration should be given to the probability that the expense will result in an extension
of the asset’s estimated useful life. (f the probability is high the expense will be added to the
value of the asset in the Statement of Financial Position and written off by way of
depreciation over the remaining life of the asset.

Expenditure ihcurred on an existing asset that wil} not extend the usefyl life or the
functionality of the asset, will be-reflected in the Statement of Financial Performance as an
expense {maintenance).

Assets may be acquired for safety or environmental reasans. The acquisition of such assets,
while not d_i'f’e{:itly increasing the future economic benefits or service potential of any
particular existing asset, may he necessary in order of the municipality to dbtai’n the future
economic benefits' of service potential from its other assets, When this is the case, such
acquisi'tit)ns_-of"assets_.qua'lify fof recognition as assets., in that they enable future economic
benefits or service potential from related assets to be derived by the municipality in excess of
what it could d'e‘r'ive if they had not been acquired. However, such assets are only recognised.
to the extent that the resulting carrying amount of such an asset and related ‘assets does
not exceed the. total economic benefits or sefvice potential that the entity expects to
recover from their continued use and ultimate disposal.
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The main sources of finance utilisec_l to acquire assets are:

> External Loans.
e Grants, Subsidies and Public Contributions
> Revenue Contributions

The sources of finance that may be utilised to finance assets are utilised in accordance with
the provisions of Section 19 of the Municipal Finance Ma nagement Act,

GRAP 1.22 and .23, réad with GRAP 3.07, as the inclusion of capital receipts applied for the
purchase of Property, Plarit and Equipment. in the Accumulated surplus will lead to a
misinterpretation by users, parti'ciulariy Council and Ratepayers/Consumers. These Reserves:
will be disclosed in accordance with GRAP 1,86,
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17.1

17.2

External Loans

Major expenditure on PPE, especially Infrastructure and major items of Plant, can be
financed from external financing sources, if the municipality complies to ‘the

requirements of the MFMA in this regard. Costing of this source of finance must

exceed such.

Grants, Subsidies and Pubiic Contributions

When items of property, plant and equipment are financed from government grants, .
a transfer is made from the accumuliated surplus/(deficit) to the G rants Reserve equal
to the Grant recorded as revenue in the Statement of Financial Performance. ‘When
suchitems of property, plant and equipment are depreciated, a transfer ismade from

the Reserveto the accumulated surplus/(deficit), The purpose of this proceduie is to

promote community equity and facilitate budge_tar_'y contro.l_.by'-e'nsuking that sufficient
funds are set aside to offset the depreciation charges that will be incurred over the
estimated useful life of the item of property, plant and equipment financed from
Grants,

Unspent conditional grants are reflected on the Statement of Financial Position under
current liabilities as Unspent Conditienal Grants. These furds always have to be
backed by cash, The following conditions are set for the creation and utilisation of
these funds:

»  The cash which-backs up the grant'is invested until it is utilised.

»  Interest earned on the Investment is treated in accordance with grant
conditions. If it is. payable to the funder it is recorded as part of the creditor. If
the conditions are silent on investment interest it is recognised as interest
earned in the Statement of Financial Performance and might be allocated, in
part orfully, to the unspent portion of the grantifitis sostated in the accounting:
policy.

»  Whenever an asset is acquired from a_-_con_diﬁonal_'go.vemme_nt grant an amount
equal to the cost of the asset is tra nsfér‘re'd from the Unspent grant creditor to
the Statement of Financial Performance as revenue. Theréafteran equal amount
s transferred to the Grant Reserve. This account must have equal book value of
assets purchased from: conditional. government grants and is utilised to offset
depreciation charged on assets purchased out of conditional government grants.
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‘When an asset, previously financed by a conditional governmaent grant, is
disposed. off with a balance left on the Grants Reserve account such a balance
must be transferred to the Accumulated Surplus account.

i7.4 Revenue Contributions:

Revenue contributions finance those all the moy

/able assets. These items will be
taken up into the asset register-and bar-coded for coritrol purposes.
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18.1

Impairment

The carrying amount {book-value) of an itemora group ofidentical items of property,
plant and equipment should be reviewed periodically in order to assess whether or
not the recoverable amount has declined below the carrying amount.

Recoverable amount is the amount that the municipality expects to recover from
the future of an asset, inc:luding its residual value on disposal.

When such a decline has:occurred, the carrying amount should be reduced to-the
recoverableamount, The amount of the reduction should be recognised as an expense
immediately, unless it reverses a previous revaluation on properties in which case it
should be charged-to the Revaluation Reserve

The recoverable amount. of individual assets, or groups of identical assets, is
determined separately and the carrying amount reduced to recoverable amount on
an individual asset, or group of jdentical asséts, basis. However, there may be
circumstances when it may not be possible'to assess the recoverable amount of an
asset on this basis, for example when all of the plant and.equipment in a sewerage

burification work is used for the same purpose. In such circuimstances, the carrying

amount of each of the related assets is-_r'e'duc_e"d in-proportion to'the overall decline in
recoverabile amounts of the smallest grouping of assets for which it is possible. to make
an assessment of recoverable amounts.

The following may be indicators that an asset has become impaired:
%  The item has been damaged,
#  The item has become tech nologically obsolete.

»  Theitem remainsidle for a considerable period of either priorto it being put into.
use or during its useful life.

#. land is purchased at market value and is to be utilised for subsidized housing
'd'eve'lopfnen't-'s_,- where the subsidy is less than the purchase price.

» Net Selling Price of the land which is the amount obtainable from the sale of the
market in an arm’s length transaction between knowledgeable, willing parties,
less the cost of disposal.

»  Value in use of the land which isthe: present-value of the estimated future net
cash inflows expected-from the continuing use of the asset and from its disposal
at the end of its.useful Jife.

>

Page 50 of 91




18.2

18.3

Disclosure of Impairment Losses.

All impairment losses must reflect on the Statement of Financial Performance.

The Financial Statements should also disclose, in the recornciliation of the carrying
amount at the beginning and end of the period for each class.of property, plantand
equipment recognised in the Financial .S'tatem_ents_any impairment losses recognise in
the statement of financial performance during the period and. impairment losses
reversed in the statement of financial performance during the period.

Reversal of an impairment Loss

» The samie procedures as for the identification of impaired assets are followed as
to whether there is an indication that impairment may have decreased. If so, the
recoverable amount must be added to the ca rrying value of the asset.

» The life cycle must be adjusted,

» Theincreased carrying amount due to reversal should not be more that what the

depreciated historical cost would have been if the impairment had not been
recognised.

v

Reversal of an impairment loss is recognised-as income in‘the income statement.

» Depreciation must be adjusted for the remaining life cycle,
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Investment Property shall be accounted for in terms of GRAP 16 and shali not be classified as
property, plant and equipment for purposes of preparing the municipality’s statement of
financial position.

Investment assets shall comprise land or buildings: (or parts of buildings) or both held by the.
municipality, as owner or as lessee under a finance lease, to earn rental revenues or for capital
appreciation or both.

[hvestment-assets shall be recorded in the assets management system in the same manner
as other fixed assets, but a separate section of the assets management system shall be
maintained for this purpose. '

Investment. assets shall not depreciated, but shall be fair valued at every reporting period.
Investment assets shall be 'r'e'ctere;d in the Statement of Financial Position at such fair value.
Adjustments to the previous year’s recorded fair value shall be. accounted for as either gains

{revenues) or losses (-ex_penses_) in the accounting records of the department or service
controlling the assets concerned.

A professional valuer shall be engaged by the - municipality to undertake such valuations.

If the Council of the municipality resolves to construct or develop a property for future use as
an investment property; such property shall in every respect he accounted for as an
investment property.

19.1  Definition of Investment Property
Investment Property is defined as:

> Property (land-or a building — or part of a building ~ or both} held to earn rentals
or for capital appreciation or both, rather than for:

© Use in the production or supply of goods. or services or for administrative
purposes: or

o Salein the ordinary course of operations.

> Investment Property generates cash flows largely fi'ndependentl_’y of the other
assets of the. munitipality.
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The fo_linﬁwing-are_exampl_es of Investment Property

>

VJ

‘.;..-'

Land held for long-term capital appreciation rather than for short-term sale inthe
ordinary course of operations;.

Land held for a currently undetermined.futur_e-us'e- {If the municipality has not
determined that it will use the land for shoit-term sale in the ordinary course of
operations, the land is considered to be held for capital appreciation);

A bu_ifdi'n_g owned by'the municipality (or held by the municipality under 3 finance
lease) and leased out under one or more operating leases on a commercial basis;
and

A building that is'vacant but is held to be leased out under one of more operating
leases on a commercial basis to external parties.
Property. that is being constructed or- developed for future use as investment

property

The following are examples of items that are not investment pr’opert’y:

>

v

v

Property held for sale in the ordinary course of operations or in‘the process of

cLonstruction or development for such sale;

Property being constructed or developed oh behalf of third parties;

Own-occupied property, including (among other things} property held for future
use as own-occupied: pr_operty,. property held for future development and
Subsequent use _as_'own:-occ'u pied property, property occupied by-employees such
as housing (whéther or not the employees pay rent-.at market rates) and own-
occupied property awaiting disposal;

Property held to provide a social service and which also generates cash inflows.
For example, a housing department may hold a large housing stock used to
provide housing to o income families at below market rental. In this situation,
the property is held to provide housing services rather than for rentals or capital
appreciation and rental reven uegenerated is incidental to the purposes for which

‘the property is held. Such property is not considered an “Investment Property”
-and would be accounted for in accordance with GRAP 17; and

Property held for strategic purpose which would be-accounted for in accordance
with GRAP 17.

Where a property is utilised partly in-the ordina ry course of operations and partly
to generate rentals or for capital appreciation it will only be classified ‘as
investment Property if a significant portion is utilised to generate. investment
income.

Page 53 of 91




19.2

19.3

> After initial recognition of the investment property the municipality will reflect

]

initial measurement of 'Inv_estment':PrOperty

» lnvestment property is measured initially at its cost (including transaction costs).
Where an investment propertyis acquired at no cost (for example donated assets),
or for a nominal cost; its cost is its fair valye as at the date of--acquisition.

» The cost of a pu_rchased.'investment;-pr_op'ertv comprisesits purchase price and any
directly attributable expenditure, such as, professional fees for legal Services,
Property transfer taxes and other transaction costs.

» The costofa seff-constructed investment property is.its cost at the date when the
construction or development is complete,

> nvestment Property is only recognised as an asset when it is probable that the
future: economic benefits or service potential that are associated with the
fnvestment property will flow to the entity and the cost or fair valye of the
investment property'cén:be.meas’ur_e'd reliably.

Measurement of In‘ves’t’m_ent Property subsequent to Initial Measurement

» Su‘bseq uent expenditure relating to an investment property that has already been
recognised should be added to the carrying amount of the investment property
when it is probable that future economic benefits or service potential over the
total life of the investment broperty, in excess of the most recently assessed
standard of performance of the existing. investment property, will flow to the
entity. All other subséquent expenditure should be recognised as an expense in
the period in which it is incurred,

For example: If 3 municipality purchases a building as an investment property and
will incur renovation costs, the renovation cost may be capitalised if it improves
the condition of the asset over its most recently assessed standard of
performance. Assure that before the renovation the building can earn R 5,000 per
month rental income. In‘this case the renovation costwill be added to the carrying
amount of the investment property.

the investment property at fair value.

v

The fair value of investment property is usually its market value, Fair valye is
measured as the most p‘_robab_le-price.reasonably obtainable in the market at the
reporting date in keeping with the fair value definition. It is the best price
reasonably obtainable by the seller and the most advantageous price reasonably
obtainable by the buyer. After injtial recognition, an entity that chooses the fair
value model should measure all ofits ihvestment property at its fair value at each
Statement of Financial Position date. A gain or loss arising from a change in the
fair-value of in.vestment'p_ropert-y should be included in net su_rpi'us/de’_ficit for the
period in which it arises. No depreciation will be calculated on this property.
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For Example: The municipality purchases four houses at d cost of R 200,000 -each
for purposes of leasing them out to senior manager of the 'm'unicip'a'lity' at market
related rates, The legal fees and transport duties relating to the transaction
‘amountto R 16,000. At the end of the financial year the fair value of the houses js
determined to be R 900,000. This means that the municipality will recognise a fair
value gain in the Statement of Financial Performance for the year of R 84,000. (R
900,000 - R 816,000).

> If, after initial recognition; the municipality chooses the cost model it shoutd
measure all of its investment property using the guidelines for normal assets that
is,at cost less ahy accumulated depreciatioh-an’d -accumulated depreciation and
accumulated impairment Josses.

19.4 Transfers and Disposals.of Investment Properties

18.4.1 Transfers

» Transfers to, or from, idves'tment'pro'perty should be-made when, and only when,
there is.a change in use, evidenced by:

o Commencement of own-occupation, for a transfer from investment
property to.own-occupied property;

o Commencement of development with a view to sale, for-a transfer from
investment property to inventories;

o End of own-occupation, for a transfer from other classified property to
investment property;

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

o End of construction or development, for a transfer from property in the
course of construction ord eve'lo_p ment to investment property.

> Fot a transfer from investment property carried at fair value to own-occupied
property or inventorigs, the property’s cost for subsequent accounting under the
relevant GRAP Standa'rd._s' on PPE or inventories should be its fair value at the date
of change in use.

» If an own-occupied property becomes an investment property that will be carried
at fair value, an entity -S'h'c)uic'f-apply the relevant GRAP standard on PPE up to the
date of change in use. The municipality should treat any difference at that date
between the carrying amount of the property and its fair value in the same way as
a revaluation under the relevant GRAP Standard on PPE by crediting a reserve.

> For a transfer from inventory to investment property that will be carried at fair
value, any difference between the fair value of the property at that date and its

Page 55 of 51




19.4.2

19.5

previous carrying amount should be recognised in net surplus/deficit for the
period.

When the municipality completes the construction or development of a self-
constructed investment property that will be carried at fair value, any difference
between the fair value of the property at that date and its previous carrying
amount should be recognised in net surplus/deficit for the period.

Disposals.

On disposal or permanent withdrawal from use of investment property:

>

P

An investment property should be eliminated “from the Statement of Financial
Position;

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

Statement, the gain or loss should be included in the Statement of Financial

Performance as an item-of revenue or expense.

Budget Implications relating to Investment Property

The following amounts will have to be budgeted for in the operating budget refating

to investment properties:

P

Gains on the disposal of investment properties-that are intended to be sold during
the next financial year.

Fair value gains that are expected to be obtained on investment properties that

will be held during the next financial year.

Depreciation oninvestment properties that areintended to be transferred to own-
occupied properties during the next financial year.

The effect of reduced depreciation on own-occupied, properties that are intended
to be transferred to investment properties during the next financial year.

Revenue through operating lease income: and

# Fair values gains where the intention to sell a building {inventory) is changed and

theinventory is held as an investment property on which rentalincome and capital
appreciation will be earned by the municipality in the next financial year,
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18.6

Disclosure

The disclosure requirements adhered disclosing information on investment property
reflected at fair value:

>

yt’

Y

The criteria developed by the mumc:pailty to distinguish investment property from

own-occupied property and from property held forsale in the ordinary course of

operations;

The methods and significant assumptions applied in determiningthe fair value was.
supported by market evidence or was more heavily based on other factors {which
the entity should disclose) because of the nature of the property -and lack of
comparable market data;

The extent to which the fair value of investment property {as measured or
disclosed in the financial statements) is based on a valuation by an independent
valuer who holds a recognised and relevant professional gualification and who has
recent experience in the location-and category of the investment property being
valued. If there has: been no such valuation, that fact should be disclosed;

The amounts included in the Statement of Financial Performance for;

o Rental revenue from investment property;

< Direct operating expenses (including repairs and mainten ance) arising from
investment property that generated rental revenue during the period; and

Direct operating expenses {including repairs and maintenance) arising from
investment property that did not generate rental revenue during the period;

The existence and amounts bf restrictions on the reliability of investment property
or the remittance of revenue and proceeds of disposal;

Material contractual obligations to purchase, construct or develop investment

property or for repairs, maintenance orenha ncements;

A reconciliation of the carrying amount of investrneit property at the beginning
and end of the period showing the following:

o Additions, disclosing separately those additions-resulting from acquisitions
and those resulting from capitalised subsequentexpenditure;

o Additions re’s.'ulting- from acquisitions through entity com binations;
© Disposals;
© Net gains or losses from fair value adjustments;

o The net exchange differences arising on the translation of the financials
statements of a foreigh entity;

o Transfers to and frem inventories and.own er-occupied property; and
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o} _Oth_er-'movements_-.

» The fair value of the investment property. In the exceptional cases, when the
municipality cannot determine the fair value o)

f the investment property reliably,
the entity should disclase:
© Adescription of the investment property;.

o An explanation of why fair value cannot be determined reliably;
o]

and

If possible the range of estimates within which fair value is highly likely to
lie,
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The Municipal Manager, in consultation with the Chief Financial Officer and other Heads of
Department shall formulate strategies and standards for the replacement of all'operational
property, plant and equipment. 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

A%

The usage of the asset

Priorities

A A

Available funding

v

Operational and maintenance costs
Operational skills

Future expected developmernts

vV V v

Technplogy

Outsourcing

LY

L

Private sector partnerships
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21.1

21.2

Insurance

Departménts are respansible for managing the risks associated with their activities.

The Municipal Manager shall ensure that all movable fixed assets are insured at least
against fire and theft, and that all municipal buildings are insured at least against fire

and allied perils.

The Municipal Manager shall recommend to the-Council of the municipality, -after

consulting with the Chief Financial Officer, the basis of the insu rance to be applied to

each type of fixed asset; either the carrying vaiue or the replacement value of the fixed
assets concerned. Such recommendation shall take d ue cognisance of the budgetary
resources of the municipality.

It is the responsibility of the custodian of assets to report any stolen or lost assets
immediately.to the nearest Police Station. And also report to Accounting Officer with
attached police report and pictures.of proof of force entry within 30 days of incident.
Budget and Treasury will request the insurance for replacement of the assets, If for
any.rea'sori the insurance reject the claim due to negligence the custodian will be
required to replace the assets.

Insurance for tablet

It is the responsibility of the Councillor as custodian of tablet to report any stolen or
lost tablet immediately to the nearest Police Station. And also report to Accolinting
Officer with attached police report and pictures of proof of force entry within 30 days
of incident. Budget and. Treasuty will request the insurance for replacement of the
tablet. If for any reason the instrance reject the claim due to negligence the ¢ustodian
will be required to replace the assets. Councillors ts be liable for the excess fee incase
of any claim.

Other risk reducing methods

Departrmental regulations or “operating policies” can also reduce risks. Departments.
should: investigate their op_e‘rat'io.n's and set operating policies as to how ‘personnel
should.operate and use property; plantand equipmentto minimize risk. Examples are
as-follows: |
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Only authorised personnel should.be allowed in areas where expensive equipment
is kept:
Only authorised personnel should be allowed to operate piant or vehicles;

- Thekeys for office and vehicles should be controlled in a central office during the
day, and employees should sign when they take the keys;

Ensure that drivers or operators have the necessary qualifications and licences;

It should be part of se_'rvice'conditions that employees incurpersonal liability ifthey
drive while under the influence of alcohol, drugs, medication, and so forth; or if
they leave the vehicle unattended and unlocked;

Physical access to buildings, or-areas within buildings, should be restricted,
especially after hours, -
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22.1

22.2

22.3

Maintenance Plans:

Regular maintenance can prevent wunplanned and expensive: -breakdowns.
Maintenance plans must therefore be drawn up te ensure minimum maintenance
standards and execution to achieve the optimum use of assets.as planned.

Every Head of Department shall ensure that a maintenance plan in respect of every
new infrastructure asset with a value of R100 000.00-{One Hundred Thousand Rand)
or more is promptly prepared and submitted to the Council of the municipality for
approval.

If so directed by the Municipal Manager, the maintenance plan shall be submitted to
Council prior to any approval being granted forthe acquisition or constriction of new
infrastructural assets.

The Head of Department controlling ot using the infrastructure asset in question, shall
budget for the executing of the approved plan and will an nually report to Council, not
later than 31 March, of the extent to which the relévant maintenance plan has been
complied with, and of the likely effect which any non-compliance and/or budgetary
constraints may have on the useful o_pera'ting_'life of the asset concerned.

Deferred Maintenance

If there is material variation between the actual maintenance expenses incurred and
the expenses reasonably envisaged in the approved maintenance 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 shall also indicate any plans which the Council has approved in
order to redress such deferral of the maintenance requirements concerned.

If-no such plans have: been formulated or are likely to be implemented, the Head of
Department controlling or using such asset shall re-determine the useful operating life
of the fixed asset in question, if necessary consultation with the Asset Control Unit;
and the Asset Control Unit shall recalculate the annual depreciation expenses
accordingly.

General Maintenance

Every Head of a Department shall be directly responsible for ensuring that all assets
that are in his/her care are properly maintained and in a manner which wili ensure
that such assets attain their useful operating lives.
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23.1

23.2

Tagging

Taggin_g means to place a control number(bar-code) on a piece of equipment or
property.

All movable assets an‘d'm_oivabie-“llns'_ign_iﬁcant-a_ssets” must be tagged.

The primary purpose of tagging is to maintain a positive identification of assets.
Tagging is important.to:

> Provide an accurate method of identifyihg individual assets

» Aid in the annual physical inventory

» Control the location of all physical assets

»  Aid in maintenance of fixed assets

Fixed property and plant is not tagged; such as:

» Buildings {record legal description in asset record),
> Land {record legal description in asset record),
» Infrastructural assets.

Consistently place assét tags in the same focation on each similar type asset. If
possible, the tags shall be accessible for viewing. Place the tag'where the number can
be seen easily and identified without disturbing the operation.of the item, which will
aid in taking inventory.

Physical Inventory of all Movable Assets

A physical inventory of movable assets is taken to-verify assets recorded in the Asset
register. Inventories are taken at least once and shall be completed prior to the
financial reporting due date.

The Asset Control Unit will conduct a physical inventory of movable assets annually.
They will require the co-operation of departmental personnel in accomplishing the
physical inventory task and will attempt to minimize the time demanded of them.
The designated officials in the different Business Units within the Municipality must
execute the functions listed below:

» Ensure that the bar code number and tocation number are reflected on the asset

movement form by the relevant official on the receipt of the asset. Where
applicable, the serial number o registration number should be included.
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23.3

> Complete the assef movement form when transfefs occur and forward the

completed original form to Asset Control Unit.

» Ensure that a completed asset disposal form is submitted when an asset item is

disposed of after the-necessary approval has been obtained,

> Asset Control Unit must be notified by the relevant Busiriess - Unit within 14 days

of any of the following:possible movements:
o Donations
o Add ition's__:f Improvements
o Departmentally manufactured items
© Lossordamage
o Transfers
o Terminations

© Land Sales

Acquisition

Acquisition — In making the decision to acquire an asset the following fundamental
principles should be carefully considered:

>

A7

Y

The purpose for which the fixed asset is required is in keeping with the objectives
of the municipality and will provide significant, direct and tangible benefit to it.

The fixed asset has been budgeted for.

The purchase is absolutely necessary as there is no alternative m unicipality asset
that could be upgraded or adapted.

The fixed asset is approgriate to the task or requirement and is cost effective gver
the life of the asset.

‘The fixed asset is compatible with existing equipment and will not result in

unwarranted additional expenditure on other assets or resources.

Space and other necessary facilities to accommodate the asset are in place.

» The most suitable and appropriate type, brand, and model etc, has been seiec’ted,
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23.4  Asset Management Responsibilities

23,5

23.6.

23.7

Utilisation — All assets should be used for the purposes they were acquired.

» Asset performance should be regularly reviewed toidentify under-utilised and under-
performing assets. The: reasons for this should be critically examined and appropriate.
‘action taken,

» Disciplinary action must be taken against individuals if there is misyse of Council’s
assets.

Additions / Improvements:

Depending upoh the type of addition or improvement to a specific asset the responsible
official in the Strategic Business Unit must notify Asset Control Unijt of the change in

Status. The asset master record will be amended on receipt of the required asset

acquisition form from the responsible Strategic Business Unit.

When capital expenditure is incurred for any enhancement / improvemeit of an asset,

the Department shall complete the necessary asset acquisition form andforward it to the
Asset Control Unit,

‘When any changes to vacant land or land and buildings are effected such as subdivision,

transfer to-another Department, extentor holders titte, the current owner must complete
the relevarit asset movement form and forward it to the Asset Contral Unit.

Termination of Employee’s Service

At the termination of an employee’s service, the applicable Department representative
must complete the asset resignation form and forward the original to the Asset
Management Section. This form Is.a statement that the inventory and assets entrusted to

the employeé to execute his/her daily duties are in good order and handed in where

necessary. A copy of this form is forwarded to the HR Business Unit concerned or its
relevant Department for further investigation in the case of missing assets.

Transfet of Assets

When a Department transfers an asset or inventory item within the Strategic Business
Unit, the asset movement form must be completed and forwarded to the Asset Control
Unit. The copy of this form must be forwarded to the party receiving the asset or
inventory itemr,

When a Department transfers an asset or inventory'item to another De_partment-_, the
transferring Department' must approve the transfer. After approval has heen granted the
asset movement form must be completed and forwarded to the Asset Control Unit.




Lepeile-Nkumpi Municipality: Asset Management Policy Appe'ndﬁ:es

23.8 Sale of Land and Buildings

The EXecuti\_/e Manager: Planning and LED must submit the properly ctompleted asset
disposal forms togetherwith copies of all relevant a

pprovals, in terms ofthe Land Dispaosal
policy, for the sale of land and buildings to the Asset Management Section.
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Lepelle-Nkumpi Municipality: Asset Management Polic y Appendices
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Lepelle-Nkumpi Municipality: Asset Management Polic y Appendices

Appendix A: Useful lives - Estimated useful lives ber category of asset
(as adopted from the NT guideline”"MFMA-Local Government Capital

Asset Management guideline”) are as follows:

In the event that assets are fair valued, the useful lives of th ose assets is the estimated

remaining useful life on take on date.

TABLET LIFESPAN

A Councillor is expected to. use-and care for the tablet.in his or her custody for the peried of 3

years of its life span-and will be depreciated over three years

ESTHVIATED
USEFUL LIFE
MAIN-CLASS CATEGORY IN YEARS
LAND

| -DEVELOPED LAND n/a

UNDEVELOPED LAND n/a

| BUILDINGS
DWELLINGS

' CARAVANS 10

CHILDREN'S HOMES, 30

HOMES FOR THE AGED 30

HOSTELS 30

MOBILE HOMES 10

PLACES OF SAFETY 30

RESIDENCES (PRESIDENTIAL EMBASSIES) 30

RESIDENCES {PERSONNEL}.INCL GARAGES AND PARKING 30

SECURE CARE CENTRES. 30
RECREATIONAL / HOLIDAY ACCOMMODATION 30

NON RESIDENTIAL STRUCTURES
_
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LepeHe-Nkumpi"Municipa'ﬁiy: Asset Management Policy Appendices

AIRPORT AND ASSOCIATED BUILDINGS 30
BUS TERMINALS® 30
BUS SHELTERS 15
CIVIC THEATERS 30
CLINICS AND COMMUNITY HEALTH FACILITIES 30
COMMUNITY CENTRES AND PUBLIC ENTERTAINMENT BUILDINGS 30
‘DRIVER AND VEH{CLE TESTING CENTRES 30
FIRE STATIONS 30
HOSPITALS AND AMBULANCE STATIONS 30
INDUSTRIAL BUILDINGS 30
LABORATORIES 30
1 LIBRARIES ‘3¢
MUSEUMS AND ART GALLERIES 30
QFFICE BUILDINGS (INCL AIR CONDITIONING SYSTEMS) 30
PUBLIC PARKING {COVERED AND OPEN) 30
POLICE STATIONS (AND ASSOCIATED BUILDINGS) 30
RESEARCH FACILITIES {INCLUDING WEATHEB] 30
STADIUMS 30
TAXI RANKS 15.
UNIVERSITIES, COLLEGES, SCHOOLS. 30
WAREHOUSES {STORAGE FACILITIES INCLUDING. DATA) 30
SPORT AND RECREATIONAL FACILITIES (TENNIS COURTS, SOCCER FIELDS,
ETC.} 30
~ NON RESIDENT}AL PERIMETER PROTECTION 25
ABLUTION / PUBLIC FACILITIES. 30
CAR-PORTS 15
WORKSHOPS / STORE ROOMS 30
MARKETS / SHOPS 30
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STRUCTURES FOR AGRICULTURAL PURPOSES 30
NURSERIES 30
OTHER STRUCTURES {INFRASTRUCTURE]
ELECTRICITY
COOLING TOWERS 30
MAINS ‘20
METERS PREPAID 20
| METERS CREBIT 25
POWER STATIONS COAL 60
POWER STATIONS GAS 60
POWER STATIONS HYDRO 60
POWER STATIONS NUCLEAR 80
ELECTRICITY SUPPLY / RETICULATION 25
TRANSFORMERS 50
LINES UNDERGROUND 45
LINES OVERHEAD 30
CABLES 45
SUBSTATION SWITCHGEAR 30
SUBSTAT’ION_"EQU_I?MENT OUTDODR 30
SUBSTATION EQUIPMENT GiS: 30
SUBSTATION EQUIPMENT INDOOR 40
ELECTRICAL PANELS 5
TELEMETRY 15
ELECTRICITY PERIMETER PROTECTION 25
STRUCTURE FOR'ELECTRICAL PURPOSE 35
HIGH MAST LIGHTS 15
RING MAIN UNIT 50
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BUILDING FOR ELECTRICAL PURPOSE 30
MINI SUB STATION 30
ROADS
BRIDGES VEHICLE CONCRETE | | g0
BRIDGES VEHICLE STEEL 50
BRIDGES VEHICLE TIMBER 40
BRIDGES PEDESTRIAN CONCRETE 80
BRIDGES PEDESTRIAN STEEL 50.
BRIDGES PEDE-STR’IAN.TIMBER 40
BRIDGES RAILWAY CONCRETE 80
BRIDGES RAILWAY STEEL 50
BRIDGES RAILWAY TIMBER | 40
BRIDGES REINFORCED RETAINING WALLS EARTH 15
| BRIDGES REINFORCED RETAINING WALLS CONCRETE ' 30
BRIDGES EXPANSION . AND: CONSTRUCTION JOINTS. 20
STORM WATER CULVERTS STEEL _ 20
STORM WATER CULVERTS- 60
STORM WATER CULVERTS ARCO | 40
STORM WATER-_D_RAINS EARTHWORKS ' 100
STORM WATER DRAINS CONCRETE LINING | ' 50
STORM WATER STOP. BANKS | 50
STORM WATER PIPES. 50
ROADS KERB AND CHANNELS 60
ROADS MUNICIPAL ASPHALT SURFACE 20
ROADS MUNf'c’l‘EA;L ASPHALT BASIS/STRUCTURE 50
ROADS MUNICIPAL CONGRETE SURFACE 30
ROADS MUNICIPAL CONCRETE BASIS/STRUCTURE 50
ROADS MUNICIPAL GRAVEL SURFACE ' 10
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ROADS CRASH BARRIERS- 30
ROADS RETAINING WALLS 60
ROADS OVERLOAD CONTROL CENTRES 20
ROADS-OVERLOAP ELECTRONIC HARDWARE 15
ROADS OVERLOAD EQUIPMENT QTHER. 20
ROADS PEDESTRIAN FOOTPATHS 30
ROADS STREET LIGHTING 40
ROADS .SUBWA_YS. 50
ROADS TRAFFIC ISLANDS 50
ROADS TRAFFIC LIGHTS 20
ROADS TRAFFIC SIGNS 15
ROADS PAVED SURFACE 30
ROADS PAVED BASIS/STRUCTURE 30
ROAD CALMING MEASURES 30
ROAD PERIMETER PROTECTION 20
ROAD RESERVES 0
ATTENUATION PONDS 25
TELKOM SLEEVES
TELKOM SLEEVES 40
AIRPORTS
AIRPORTS AND RADIOQ BEACONS:- 30
APRONS 30
RUNWAYS, 20
TAXIWAYS 20
SPECIALIZED EQUIPMENT LUGGAGE MOVEMENT 25
SPECIALIZED EQUIPMENT COMMUNICATION 15
AIRPORT PERIMETER PROTECTION- 25
WATER
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DAMS STRUCTURE CONCRETE 100
DAMS STRUCTURE EARTH 50
DAMS MECHANIGAL AND ELECTRICAL 40
WATER METERS. 20
STANDPIPES 20.
WATER METALWORK 30
PUMP STATIONS STRUCTURE" 55
PUMP STATIONS ELECTRICAL 40
PUMP.STATl'ONS MECHANICAL 40
PUMP STATIONS PERIMETER PROTECTION 25
RESERVOIR STRUGTURE 50
RESERVOIR ELECTRICAL 40
RESERVOIR MECHANICAL. ' 40
RESERVOIR PERIMETER PROTECTION ' 25
WATER SUPPLY / RETICULATION 50
UNDERGROUND CHAMBERS VALVES, 25
UNDERGROUND CHAMBERS METERS 20

| UNDERGROUND.CHAMBERS TRANSITION' 15
UNDERGROUND CHAMBERS OTHER 10
WATER PUR{FICATION WORKS STRUCTURE 55

| WATER PURIFICATION WORKS FLECTRICAL a0
WATER PURIFICATION WORKS MECHANICAL 40
WATER PURIFICATION WORKS PERIMETER PROTECTION 25.
WATER PURIFICATION WORKS METERS _ 15
WATER TELEMETRY 15
BOREHOLES ' 50

SEWERAGE

| BULK PIPELINES RISING MAINS 50
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BULK PIPELINES GRAVITY MAINS 50
SEWERAGE PUMP STATIONS STRUCTURE 55
SEWERAGE PUMP STATIONS ELECTRICAL 40
SEWERAGE PUMP STATIONS MECHANICAL 40
SEWERAGE PUMP STATIONS PERIMETER PROTECTION 25
| WASTE PURIFICATION WORKS STRUCTURE 55
WASTE PURIFICATION WOQRKS ELECTRICAL 40
WASTE PURIFICATION WORKS MECHANICAL 40
WASTE PURIFICATION WORKS PERIMETER PROTECTION 25
WASTE PURIFICATION WORKS METERS 15
SEWERS / RETICULATION 60
50LID WASTE DISPOSAL
COLLECTION. VEHICLES 10
COLLECTION CONTAINERS / BINS 15
TRANSFER STATIONS AND PROCESSING EACILITIES STRUCTURE 55
TRANSFER STATIONS AND PROCESSING FACILITIES ELECTRICAL 40.
TRANSFER STATIONS AND PROCESSING FACILITIES MECHANICAL 40
TRANSFER STATIONS AND PROCESSING FACILITIES PERIMETER PROTECTION 25"
LANDFILL SITE EARTHMOVING AND COMPACTION EQUIPMENT 15
LANDFILL SITE PREPARATION 0
LANDFILL SITE STRUCTURE. 55
LANDFILL SITE WEIGHBRIDGE MECHANICAL 40
LANDFILL SITE WEIGHBRIDGE ELECTRICAL 40
| TANDRILL SITE'PERIMETER PROTECTION 25
RAILWAYS
RAILWAY POWER SUPPLY UNITS 20
RAILWAY SIDINGS 30
RAILWAY TRACKS 20
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'RAILWAY SIGNALING SYSTEM 20
RAILWAY SHUNTING YARDS 30
RAILWAY PERIMETER PROTECTION 25
CEMETERIES

CEMETERIES- 30

| CEMETERIES PERIMETER PROTECTION 15

OTHER
MACHINERY AND EQUIPMENT

AUDIOVISUAL EQUIPMENT 10
BUILDING AIR CONDITIONING SYSTEMS 15
TABLET 3
CELLYLAR ROUTERS 5
DOMESTIC EQUIPMENT {NON KITCHEN APPLIANCES) 5
ELECTRIC WIRE AND POWER DISTRIBUTION EQUIPMENT (COMPRESSORS./
GENERATORS) 7
EMERGENCY / RESCUE EQUIPMENT 10
ELEVATOR SYSTEMS 20
FARM:/ AGRICULTURAL EQUIPMENT 15
FIRE-FIGHTING EQUIPMENT 5
GARDENING FQUIPMENT 4
IRRIGATION EQUIPMENT 15
KITCHEN APPLIANCES 0
LABORATORY EQUIPMENT AGRICULTURAL. 7
LABORATORY EQUIPMENT MEDICAL TESTING 7
LABORATORY EQUIPIMENT ROADS AND TRANSPORT 7
LAUNDRY EQUIPMENT AND INDUSTRIAL SEWING MACHINES 15’

" LEARNING, TRAINING SUPPORT AND LIBRARY MATERIAL 10,

Page 75 of 91




Lepeﬂe-Nkumpi MUnicipa!fty:-.Aqset Management Policy Appendices

MAGCHINES FOR METALLURGY 10
RAIL 10
MACHINES FOR TEXTILE PRODUCTION 15
MEDICAL AND ALLIED EQUIPMENT 10
MUSIC INSTRUMENTS 15
PHOTCGRAPHIC EQUIPMENT 7
PUMPS, PLUMING, PUR!F_ICAT!ON AND SANITATION EQUIPMENT 10
RADIO EQUIPMENT 7
ROAD. CONSTRUCTION AND MAINTENANCE EQUIPMENT 15
SADDLES AND O?;I‘HER TACK 7
SECURITY'EQU.IPMEN_T-;’ - SYSTEMS./ - MATERIAL FIXED 5
SECURITY EQUIPMENT/ - SYSTEMS / - MATERIAL MOVABLE 5
SHIP-AND MARINE EQUIPMENT 10
SPORT AND RECREATIONAL EQUIPMENT 10
SURVEY EQU!PMENT 7
TELECOMMUNICATION EQUIPMENT 5
TENTS, FLAGS AND. ACCESSORIES 10
“WOODWORKING MACHINERY AND EQUIPMENT 10
WORKSHOP EQUIPMENT AND LOOSE TOOLS FIXED 10
WORKSHOP EQUIPMENT AND LOOSE TOOLS MOVABLE 5
FURNITURE AND OFFICE EQUIPMENT
ADVERTISING BOARDS. 5
AIR cownmdweés INDIVIDUAL FIXED AND MOVABLE 5
CUTLERY AND CROCKERY 10
DOMESTIC AND HOSTEL FURNITURE 15
LINEN AND SOFT EURNISHING 10
OFFICE EQUIPMENT INCLUDING FAX MACHINES 7
OFFICE FURNITURE 7
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PAINTINGS SCULPTURES ORNAMENTS 10
COMPUTER EQUIPMENT
COMPUTER HAR’b’WARE INCLUDING OPERATING SYSTEMS 5
COMPUTER NETWORKS 10
TRANSPORT ASSETS

| AIRCRAFT 15
AIRCRAFT E’NGINI}iS 7
AIRPORT TRANSPORT EQUIPMENT 15
BUSSES | 15
CYCLES 7
EMERGENCY VEHICLES 10
MOBILE CLINICS 15
MOTOR VEHICLES - 7
RAILWAY ROLLING 5TOCK 15
TRAILERS AND ACCESSORIES 10
Spedialised Vehicle 15,

HERITAGE ASSETS

AREAS OF LAND OF. HISTORIC OR SPECIFIC SIGNIFICANCE n/a
CULTURALLY SIGNIFICANT BUILDINGS nfa
NATIONAL MONUMENTS n/a
NATIONAL PARKS 7 RESERVES n/a
PAINTINGS na
SCULPTURES / STATUES n/a
MUNICIPAL JEWELLERY nfa
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' WORKS OF ART n/a

I OTHER ANTIQUES AND COLLECTIONS n/a
INTANGIBLE ASSETS

LOMPUTER SOFTWARE 5
INVESTMENT PROPERTY

INVESTMENT PROPERTY nfa
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APPENDIX B: RESIDUAL VALUES

Residual Values - Estimated residual values per category of asset are as follows:

CLASS. RESIDUAL VALUE COMMENT

Land ‘None No depreciation on land
Buildings ' Nene Not trading in open market
Dwellings. None Not trading in epen market
Non Residential ' None Not trading in opan market

Infrastructure Assets.

Infrastriicture —Eléctricity MNone No‘_t._tra_d_}ng_ in open market:
Infrastructure —Roads iNone Not trading in open market
Infrastructure=Sewer Nane Not trading in open market
Infrastructure —~Water. None Not trading.in open market
Infrastructure -Telkom sleaves None ‘Not trading in open market
Solid Waste ' Norie Not trading in open market
‘Bins & Containers .N_or_me Scrap metal value

The municipality does not replace vehicles.after
a fixed period, but rathér once it has reached
the énd of its-functional life, Typical internal
-'Coliection Trucks: Noné tender proceed

Other Assets

Furniture and Office

Equipment None Typical internal tender proceed

Machinery and Equipment: ' None. Typical internal tender proceed
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Computer Equipment None Computers‘have no scrap value due to
‘Technology changes, No active market. Typical
internal tender proceed

The municipality does not replace vehicles after
a fixed period, but rather once it has reached
the end-of its functional life. Typical internal

Motor Vehicles None tender proceed
Heritage Assets None Mo active market
Intangible Assets

Computer software has na scrap value due to
Technology changes. No.active market. Typical
Software. None internal tender proceed
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APPENDIX C: FORMS

Asset Disposal Form

DATE REQUESTED:.

DEPARTMENT

ASSET BARCODE

ASSFET DESCRIPTION

ASSET LOCATION

CLASSIFICATION OF ASSET -

SUGGESTED METHOD OF DISPOSAL

CONDITION OF ASSET:

REASON FOR REQUEST FOR DISPOSAL:

REQUESTING GFFICIAL:

NAME & SURNAME;

SIGNATURE-

HOD RECOMMENDATION:

NAME & SURNAME

SIGNATURE

SCM MANAGER
RECOMMENDATION:

NAME & SURNAME:

SIGNATURE

MM APPROVAL
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NAME & SURNAME:

SIGNATURE:
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ASSET TRANSFER FCRM

DATE REQUESTED:

ASSET BARCODE:

ASSET DESCRIPTION:

CLASSIFICATION OF ASSET:

CONDITION OF ASSET:.

REASON FOR TRANSFER:

CURRENT LOCATION

(Approval for the transfer of the asset)

DEPARTMENT/LOCATION

NEW LLOCATION

(Asset is received and the above details are
verified)

DEPARTMENT /LOCATION

NAME OF BUILDING

NAME OF BUILDING

ROOM NUMBER

ROOM NUMBER

Page 84.0f 91




Lepelle-Nkumpi Municipality: Asset Management Policy Appendices

TRANSFERRING OFFICIAL RECEIVING OFFICIAL

| TRANSFERRING OFFICIAL SIGNATURE RECEIVING OFFICIAL SIGNATURE

HOD NAME AND SURNAME HOD NAME AND SURNAME

HOD SIGNATURE ' HOD.SIGNATURE

ACCOUNTANT ASSETS NAME &
SURNAME:

ACCOUNTANT ASSETS:SIGNATURE:

DATE TRANSFERRED DATE RECEIVED
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ASSET CLEARANCE FORM

INVENTORY {TEMS:

MOVEABLE ASSETS:

RESIGNING OFFICIAL;

NAME AND SURNAME:

-SIGNATURE:

DATE:

HOD:

NAME AND SURNAME:

SIGNATURE:

DATE:

ACCOUNTANT ASSETS:;

NAME AND SURNAME:

SIGNATURE:

DATE:
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ASSET WRITE OFF FORM

DATE REQUESTED:

DEPARTMENT:

ASSET BARCODE:

ASSET DESCRIPTION:

ASSET LOCATION:

CLASSIFICATION OF ASSET:

SUGGESTED METHOD OF DISPOSAL:

CONDITION OF ASSET:

REASON FOR WRITE OFF:

REQUESTING OFFICIAL:

NAME & SURNAME:

SIGNATURE:

HEAD OF DEPARTMENT RECOMMENDATION:

NAME & SURNAME:

SIGNATURE:

EXECUTIVE MANAGER CORPORATE SERVICES APPROVAL;
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NAME & SURNAME:

SIGNATURE:

MUNICIPAL MANAGER APPROVAL:

NAME & SURNAME:

SIGNATURE:.

[TEM TO COUNCIL FOR APPROVAL:
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ASSET REMOVAL FORM

DATE REQUESTED:
DATE REMOVED:
DEPARTMENT:
ASSET BARCODE:

FLOOR NUMBER/ ROOM
NUMBER;

ASSET DESCRIPTION:

CLASSIFICATION OF ASSET:.

REASON FOR REMOVAL:
RETURN DATE:.

DATE RETURNED:
REQUESTED BY:
NAME AND SURNAME:
POSITION:
SIGNATURE:

DATE:

AUTHCRISED BY:
NAME AND SURNAME:
POSITION:
SIGNATURE:

DATE:
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PERSONAL ASSET DECLARATION FORM

SERIAL NUMBER:

ASSET DESCRIPTION:

NAME OF USER:

ASSET LOCATION:

REASON FOR BRINGING THE ASSET ONTO THE PREMISES:

ESTIMATED REMOVAL DATE:

OWNER DETAILS:

NAME AND SURNAME:

SIGNATURE:

DATE:

DECLARATION: I ........ e ........Tne owner agree not hold Lepelle-
Nkumpi Municipalily liable for any thef't or damage mcurred relating to the use of the
abdvementioned asset.

DEPARTMENT ASSET CONTROLLER

NAME AND SURNAME:

SIGNATURE:

DATE:

DECLARATION: | .......... trrreaeneneansaa e nes e e nee oo nne -t Departmenit Asset Confroller,
agree that Lepelle- Nkumpl Munlclpallty s’ not the owner of the abovementioned asset.
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Council Approval

Date

28 May 2025

Resolution Number

6.2.05/2024/2025

Signature

[@=
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