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DEFINITIONS AND ABBREVIATIONS

ITEM | DESCRIPTION |
Carrying Amount The amount at which an asset is included in the statement or financial
position after deducting a2ny accumulated depreciation and any impairment
losses thereon _
| Cost The amount of cash or cash equivalents paid or the fair value of the other l
' | consideration given to acquire an asset af the time of its acquisition or
? construction
Depreciation | The systematic aliocation of the depraciable amount of an asset over it

| usefu! life

Depreciable amount |

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

statements, less its rasidual value

| Fair Value The amount for which an asset could be exchanged or a liability settled
between knowledgeabte, willing parties in an arm’s length transaction

AMS/FAR | Assets Management System/Fixed Assets Register

| GRAP | Standards of Generailly Recognised Accounting Practice
I1AS | International Accounting Standards
PPE Property, Plant & Equipment — These are tangible assets that:

' ¢ are held by an entity for use in the production or supply of good or

services, Tor renal to others or for administrative purposes
| are expected to be used during more than one reporting period

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

Residual Value

The net amount which the entity expecis to obtain for an asset at the end

of its useful life after deducting the expected cosis of disposal

| LNM

Lepelle-Nkumpi Municipality
| SCMi Supply Chain Management
| HOD Head of Department{Executive Manager)
' MM Municipal Manager
CFO | Chief Financial Officer
Useful Life Useful life is eithar:

e the period of time over which an asset is expacied t0 be used by the entity, or
the number of praduction or similar units expected to be abtained from the asset by the

entity
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1
MUNICIPAL ASSET MANAGEMENT
POLICY

Policy Adoption

The Accounting Officer must ensure that this Policy is submitted for approval to the
relevant bodies. On submission for perusal, consideration, approvai and adoption by
the Executive Committee of LNM, the policy will in turn be forwarded {0 Council for
further approval.
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SECTION 1

REGULATCRY FRAMEWDRK AND RELATED POLICIES

i
X |
REGULATORY FRAMEWORKS |
|
- - - ] i
1. The Constitution of the Republic of South Africa, 1956 |
e Section 216 of the Constitution of the Republic ot South Africa {Act 108 of 1996}, I
provides for the establishment of 2 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. Municigal Finance Management Act, 2003

e Section 62 (1) (a): The accounting officer of a municipality is responsible for managing
the financial administration of the municipality and must for this purpose take
reasonable staps to ensure that the resources of the municipality are used effectively,
efficiently and economicaily

e 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

e Section 63 (2} (a): The accounting’ofﬁcer for the purpose of section 63 {1} take all
reasonable steps to ensure that the municipality has and maintains a management,
accounting and information system that accounts for assets and liabilities of the
municipality.

e Section 65 (1) and (2) (a) to {i)requires that the accolnting officer keep full and proper
records of the financial affairs of the entity and places the responsibility for producing
annua! financial statements, that will fairly reflect the financial position of the entity as
well as its financial performance, on the accounting officer.

e Sections 15(a), read with 16 {1) and {3} and 28 {1),{2),(5) and {6) and 89(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 relation to capital expenditure reflect
the impact thereof on future financial years.

3. Accounting Standards

This policy complies with the standards specified by the Accounting Standards Board relating
to assets management.
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RELATED POLICIES AND GUIDELINE

-

)

1. Supply Crain Management Policy
2. Delegations of authority

3. Fleet Management Policy

4, Budget Policy

5. Revenue and Tariff Policy

6. Accounting Policy

7. Municipat Finance Management —Local Government Capital Asset Management Guideline
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L SECTION 2.

NTRO DLCTIGN, AIMS AND GBIECTIVES OF THE ASSET MIANAGEMENT POLICY

INTRCDUCTION

s This policy is intended to define and provide a framework for the Asset Management of the
Lepelle-Nkumpi Municipaiity within the guiding principles of sections 62{1)(2), 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 promote
good financial management practices.

« In order to produce a comprehensive and complete asset register that is compliant to the
guidelines above, the Chief Financial Officer must ensure that the Municipality maintains an

Asset Jdentification System which shall be operated in conjunction with its computerised
Asset Register.

& This policy is applicable to 2!l offices and officials within the Municipality who utilise and/or
manage asseis.

AIMS

A

1. To apply consistent, effective and efficient Asset Management principles to ensure to
compliance with the regulatory framework pertaining to Asset Management.

OBJECTIVES

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

2. Te ensure ali responsibie pariies are aware of their responsibilities n in regards of
infrastructure and community assets

3. To set out the standards of physical management, recording and internal controls o ensure
PPE are safeguarded against inappropriate loss or utilization

4, To specify the process required before expenditure on PPE occurs
5. To ensurethat assetsare recorded in an official FAR

6. To prescribe the accounting treatment of assets acquired and used in arcordance 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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SECTION 2

ROLE OF THE MUFICIPAL MANAGER

As accounting officer of the m_unicipa'lity, the Municipal Manager shall be the principal
custodian 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, 1o

v Political structures, political office bearers and officials of the LNM

The AQ of a 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:

Y
0'4

Safeguarding and maintenance of assets
% Implementation of an information system that actounis for the assets
& Ensure that assets are valued in terms of Generally Recognised Accounting Practice

& Maintaining a system of internal control of assets

e 10 of 9t
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2 SECTION S,

ROLE OF THE CHIEF FINANCIAL OFFICER

The Chief Financizl Officer shall be the custodian of the assets management system of the
Municipality, and shall ensure that a compiete, 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 Management Section

Shail ensure that compiete 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

Shali conduct ah annual physical assets verification of ail the assets belonging to
the municipality

The asset verification repoit shall
o Reflect a coinplete list of all assets found during the verification;

o Reflect whether appropriate records have been maintained indicaling
what articles should have been found during verification;

o Refiect any discrepancies between the articles found during verification
and the record referred 1o above;

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

Shall ensure adequate bar codes are available at afl times to exercise the function
relating to asset control.

provide the Auditor-General or his personnel, on request, with the financial
records relating to assets belonging to Councit as recorded in the asseis
management system.

Ensure that all audit queries are resolvedina timely manner.

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

Shall ensure that assat acquisitions are allgcated io the correct asset code.




Shail ensure that & venfaile razaid is kagt of ali obsolete, damaged and unused
asset or asset inveitory wein: recaived Tromn Business Units.

Shaki compile a list of the items to be auctionad in accordance with their guidelines
in the Supply Chain Managemer:t {(SCM) Policy.

Shall compile and circulate & list of unused movabie assets to enable other
Business Units to obtain items that are of use to them.

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

Suppiy Chain Management Unit

Shall dispose of assets — via auction — in accordance with the provisions in the
Supply Chain Managament (SCM) Policy.




- ROLEDF OTHER BUSINESS UNITS

41

4.2

Human Resources Business Unit

The Human Resources Business Unit:

2 Shall ensure that no monies are paid out on termination of service without
receiving the relevant asset resignation form signed off by the relevant Head of
Department or Unit Mianager. {See also 23.8)

&

Shall ensure that every asset resignation form is counter signed by 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.

s Shall ensure that assets are properly maintained in accordance with respective
as:.et n"amtena‘\cp poncy

e Shall ensure thac the asséts and / or’ |‘nventorv 1t~em= of the Municipality are not
used for private gam

® Sha!{ ensure that ali theu’ movzable a..sets as reﬂected on the Fixed Asset
Register and are bar-coded

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

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

« Shall erisure that assé’ts'assignad' to them are utilized effectively, efficiently,
sconomically and transgarently

o Shall ensure that the assets of the Council are not used for private gain

e Shall notify the Assets Management Section of all obsolete, damaged and
siclen assets, without detay '

e - Shall ensure that ail assets in their possession remain bar coded

o Shall ensure that on termination of service; they return the assefs to their
supervisors and complete a termination assets ciearance form
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ey

e Shail notify the Assets Managenant Section of the movement and transfer of
asgels assigned to thein by compieting an assel iransfer form

e The detailed projects as created must be categorized and clearly identified as
follows:

» Immovable Assets:
<_> lnfrastruz;ure assets i.e roads, storm waier, bridges and elecirical
project h ) '
Buildings
Land PPE
Comimunity Assets
- Recreational Facilities

TP

Asset under construction {Only an asset after completion)

w

Investmeant Properties
» land Inventory
% Intangibie asseis

» Agricuitural assets

» Heritage asseis

¥» Movable Assets:

Office Equipment
Furniture and Fittings
Emergency Equipment
Motor Vehicles

R s

Plant and Equipmeant

ol



SECTION S

b

DEFINITION OF AN ASSET

5.2

Definiticn of an Asset

A fixed asset is an asset, either movable or immavahle, awned by or under the control
of the municipality, and from which the municipality reasonably expects T0 derive
economic benefits, or reasonably expects 1o use in service delivery, over a period
extending beyond one financial year, which cost or falr value 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 Assais held under a finance
jease, in accordance with the principles contained in GRAP 13.

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

Role of Asseis

The role of assets is to support the delivery of a service to the public. Assets should
exist to support programime delivery.
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. SECTIONS , l
FORMAT OF THE FIXED ASSET REGISTER l

6.1

Format

The fixed asset register shall be maintained in the format determined by the CFO,
which format shali comply with the requirements of Generally Recognised Accounting
practice (GRAP) and any other accounting requirements which may be prescribed.

Without in any way detracting from the compliance criterta mentioned in the

preceding paragraph, the fixed asset register shall reflect at least the following
information:

¢ abrief but identifiable description of each asset;

¢ the date on which the asset was acquired or commissioned;

e the location of the asset;

e the debartments or cost centre within which the assets will be utilised;

¢ The stand number in the case of Land property;

e the original cost or fair value if no costs are available;

e the {iast) revaluation date of the fixed assets subject o revaiuation;

e there-valued value of such fixed assets;

e accumulated depreciation to date;

e thecarrying value of the asset;

e the mathod and rate of depreciation;

» accumulated impairment losses to date;

¢ impairment;

e ihe source of financing;

e whether the asset has been used to secur2 any debt, and if so, the nature and
duration of such security arrangements;

e the date 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 availabie for use, where-after it shail be
appropriately capitalised as a fixed asset.

A fixed asset shall remain in the fixed asset register for as fong as it is still in use and

not only physically in existence. The fact that a fixed asset has been fully depreciated
shall not in itseif be & reason for writing-off such an asset.
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Different catagories of regist:

The follawing is an outling of ha peyul zmenis refafing to the various types of asset

registers that the Municipality wili raintain:

s The Chief Financial Officer is responsibie for ensuring that complete accounting
records of asset items are kepf, verified and balanced regularly.

e The Fixad Asset Register (FAR) for the Municipality will contain the following types
of assets categorized as immovable or movable assets:

immovable Assets:

infrastructure assets:

o FEleciricity assets .
o Roads and Stormwater

s land and Buildings

¢ lnvestment properties
e Communify assats

e peritage assets

e

s  Imtangibid dssets '
e Agricultural assets
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Miovable Asseis:

6 Office Eguipmant

e Furniture and Fittings
& Bins and Containers

¢ Emergency Equipment
¢ Motor Vehicles

e Computer Eguipment
¢ Plant & touipment

> immovable assets on the FAR will not be physically numbered with barcode labels but
will have a unique asset master record number.

¥ Capital work-in-progress. An asset urder construction is stated at historic cost.
Depreciation only commences wher the asset is commiissioned into use.
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ASSET MANAGEMENT process jstrusture]

e Asszet iMiznagemert is the progcess of guiding ail the key asset management activities

undertaken to make the mast of assei service delivery petential and the management of
the related risks and costs over the entire asset fife cycle.

s The asset fife cycle embraces the following inter—related processes or phases:

o Planning deals with definition of asset;
o Acquisition deals with the recognition, measurement and vsluation of assets;

o Operation and Mzintenance deals with maintenance, refurbishment, enhancement
and depreciation of the assef; and

o Disposal deals with asset disposals.

Asset planning '

o The Municipality shall develop asset strategies covering the acquisition, safeguarding,
maintenance, refurbishment, redepioyment and disposal together with the capital and
operating cost ’ )

s Asset Planning shall be the process through which the asset reguirements of a municipality
are matchad to service delivery reguirements.

e 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.

o Managers must align activities in the Strategic Plan and the budgetary aliocations with the
asset requirements of the office and deveiop an Asset Acquisition Plan.

s The Asset Acquisition Plan riwust be informed by the future service or econormic benefits to
be derived diractly or indirectly from the asset in support of service delivery.

s A cost-benefit analysis must be conducted when determining whether a major asset should
be leased, purchased, transferred from another entity or cbtained through a Public Private
Parinership.

e The Asset Acguisition Plan must detail ali assets that will be purchased and/or leased ina
particular financial year with expenditura projections for each month of that year.

e The Managers are required 1o recommend for approval the Asset Acquisition Plan prior to
the commencement of any purchases of assats.
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s Asset Budgeting shall be the process through whic 1 the Asset Planning Strategy is financiaily
quantified and shall entail allozz7i 2 i zndel rescurces to the Asset Planning Stratagy.

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

¢ It is the responsibility of the Heads of Departments to communicate the Asset Budgeting
Strategy to the Chief Financial Officer within the municipality.

Acquisition
& The decision to acquire asset shail be informed by both the Asset Planning Strategy and
Asset Budgeting Strategy. '

¢ The descriptions utilised for the asset that is being acauired must be consistent with the
Standardised Asset Description Lists of the Municipality.

« Asset descriptions can only be created after obtaining tha approval of the Chief Financial
Officer.

Asset register

e The municipaiity shall maintain an asset register in a format determined by the Chief
Financial Officer. The format must comply with GRAP and any other applicable standards.

i

Recognition of assets

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

e Future economic benefits or potentia! service deiivery associated with the asset will flow to
Lepelie-Nkumpi Municipality.

e The cost of the asset can be measured accurately.

e All risks and rewards relating to an asset item have been passed to Lepelle-Nkumpi
Municipality and therefore Council controls the asset item.

s A valid invoice to Council or other transfer documant that transfers ownership to Council
exists. '

s A self constructed asset with a lifespan of more than a year will be capitalised as an asset
when ali criteria for an asset stated on 15.1 has been met. The total cost of construction of
the assets will be capitalised. Exampie of the cost are

o Cost of employee benefits arising frorn construction of the assats
o Cost material allocated for the construction

o Cost of site preparation if any

o 'Profeséionai fees incurrad in the construction

¢ improvement on assets wili be capitalised If the improvement increase the lifespan
of the asset otherwise it will be written off as repair and maintenance.
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o Building infrastruciore inp wyzment: reinovakie iteims such as the air conditioners
etc will be capizalised separataly from the cost of improvement on building and bar
codzd 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 responsible for ensuring that all assets are properly
maintained in a manner which will ensure that such assets attain their useful operating lives.

All assets used by employaes must be returned upon termination of employment.

Yerification ot assat

All assets must be at least physically verified at each reporting date{End of Financial Year) as

prescribed on the accounting standard and is not practical to verify the infrastructure assets
avery guarter.

The physical verification must be performed by either the physical scanning of the barcode
attached to an asset or manually verified,

The verified information must be reconciled to the Asset Ragister.

The Chief Finandial Officer must approve all adjﬁ_stménts that will correct the identified
variances. ’ ) )

Movement of assets

All movements of assets must be duly authorised by supervisor (Manager or Executive
Manager) of the releasing and receiving official

All movements of assets together with the relevant authorisation must be recorded in the
Asset Register.
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| 7.1

Classification

in compliance with the reguirements of GRAF, the Chief Financial Officer shall ensure
that ail fixed asseis are classified under the following headings, and Heads of
Departments shall in writing provide the Chief Financial Officer with such information
or assistance as is reguired to compile 2 proper classification

« land (not held as invesiment assets)

s infrasiructure assets {assets which are part of a network of similar assets)

s community assets (resources contributing to the general well-being of the
community)

o heritage asseis (culturally significan resources)

« other assets (ordinary operational resources) _

s hpusing (rental stock or housing stock not held for capitai gain]

¢ investment properties {rescurces held for capital or operational gain).

‘The Chief Financial -Offiéer.sﬁé&ii adhere to the lassifications indicated in the annexure

on fixed asset lives (as per Assets Procedure Manuel), and in the case of a fixed asset
not appearmg in the annexure shall use the classification applicable to the asset most
closeiy comparable to the asset in cuestion.

PROPERTY, PLANT AND EQUIPMENT

»  Land {not held as invastment assais);

>  Buildings excluding buildings classified as investment assets, buildings classified
as Heritage assets and buildings utilised in contributing to the community’s weil-
being (Clinics, libraries etc)

>  infrastructure assets are defined as any asset that is part of a network of similar
assets. These assets usually display some or ali of the following characteristics:

o They are part of a system or network;

© o' 'They are speciafised in' nature and do not have aliernative uses,
¢ They are inmovabie; and

They may be subiett to Lo.:strumts on disposat.

o]

Examples are roads water reticulation schemes, sewerage purification and trunk
mains, transport, terminals and car parks. Infrastructure can be considered as a single
asset or move usefuily asa cotlaction of different assats. Each individual asset shall be
measured 2t its own cost and cwn lifespan, which will influence the depreciation of
such an asset.
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»  Community Assets are gefined as any ascof thae contributes to the community’s

wel-being, Txamples are par s, ibrariss and fira stations.

g Heritage assets are defined as culiuraily significant resources. Examples are
works of art, historical buiidings and statues.

>

Finance Lease assets are defined as assets financed by a Capital Lease if it
transfers substantiaily ail 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 the municipality to the lessor.

>  Other aseets are defined as movable assets utilised in normal operations.
Examples are piant and equipment, motor vehicles and furniture and fittings.

LAND ASSETS HELD FOR SALE

Any land or buildings cwned or acquired by the runicipality with the intention of seliing such
propertly in the ordinary course of business, or any land or buildings owned or acquired by
the municipality with the intention of developing such property for the purpese of selling it
in the ordinary course of business, shall be accounted for as Non-current Assets held for Sale,
and not included in 2ither property, plant or eguipment of investment property in the
municipality’s balance sheet, at.a valus equal to the lower of cost and net realisable value, in
accordance with GRAP 12 The CFQ will do a comparison on balance sheet date, and
adjustments to the previous year's recorded value shall be accountéd for as either gains

{revenues) or iosses (expenses) in the accounting records of the department or service
controlling the asseis cancerned. i

Such Non-current assets shali be recorded in the assets rnanagement system in the same

manner as other fixed assets, but a ssparate section of the assets management system shali
be maintained for this purposs.

Land that was purchase for township fevelopment will initially be sceounted for in terms of
GRAP 12 as Non Current Asset for Sale and as inventory.

RECOGNITION LARND ASSETS HELD FOR SALE

Inventories shail be recognised as an asset if, and only i,

(a) it is probable that future ecarnomic benefits or service potential associated with the item
will fiow to the entity; and ' . :

{b) the cost of ths inventories can be measured reliably
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MEASUREMENT AT KECOGRITION OF LANS: ASSETS HNELD FOR SALE

tnventories that quatify Tor recognition a5 assets shalt initially be measured at cost.

Where inventories are acquired at through a non-exchange transaction, their cost shall be
measured at thair fair value as at the date of acquisition.

MEASUREMENT AFTER RECOGNITION OF LAND ASSETS HELD FOR SALE

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

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

{a) Distribution through a non-exchange transaction

{b) Consumption in the production process of goods to be distributed at no charge or for a
nominai charge

NET REALISABLE VALUE - . . i y

The cost of inventories may not be recoverabie if those inventories are damaged, if they have
become wholly or partially obsolete, or if their selling prices have declined. The cost of
inventories may also not be recoverabie ifthe 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 nef realisabie value is consistent with the view that
assets should not be carried in excess of the future economic benefits 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 ionger
exist or when there is clear evidence of an increase in net realisable value because of changed
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 carrying amount is the lower of the
cost and the revised niet realisable vaiua. This occurs, for exampie, when an item of inventory
that is carried at net realisable value, because its selling price has declined, is sfill on hand In
a subsequent period and its selling price has increased.
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INVESTRIENT PROPERTY

investient assets shall be accounted for iy W@md of GRAP 16 and shail not be classified as
nroperty, plant and eguipment for purposes of preparing the municipality’s statement of
financial position.

lnvestment assets shall comprise land or buildings (or parts of buildings) or both held by the
municipality, ascwneroras lessee under afinance lease, to earn rental revenues or for capital
appreciation or both.

investment assets shall be recorded in the assets management system in the same manner

as other fixed assets, but a separate section of the asszets 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 recorded in the Statement of Financial Position at such fair value.
Adjustments to the previous year's recorded fair value shail be accounted fer as either gains
(revenues) or osses {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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7.3

7.4

identification

The Municipal Manager shzll ensure that the municipzlity maintains a fixed asset
identification system which shall be oparated in conjunction with its computerised
fixed asset register.

The identification systern shail be determined by the Municipal Manager, acting in
consultation with the Chief Financial 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 ensure that the asset identification system approved
for the municipality is scrupulously appiied in respect of all fixed and movable assets
controlied or used by the Strategic Business Unit in question.

Yerification

Every Head of Department shall at ieast 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 controiled or used by the
department concerned.

The directives issued by the Chief Financizal Officer shall stipulate the date(s) when
such verification shall be undertaken, and such date(s) shall be as close as possible to
the end of each financial year. ’

Safekeeping

Section 53 of the Municipal Financial Management Act {Act no. 56 of 2003) determines
that the accounting officer of a municipality is responsibie for the management of the

assets of the municipality, including the safeguarding and the maintenance of these
assels.

Section 78 of the Municipai Financial Management Act (Act no. 56 of 2003) determines
each senior manager of a municipality and each official of a municipality exercising
financial management responsibilities must take all reasonable steps within their
respective areas of responsibility tc ensure that the assets and liabilities of the
municipality are managed effectively and that assets are safeguarded and maintained
to the extent necessary. A senior manager of 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 10 the Strategic Business Unit in
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8.1

8.2

Definition

Heritage assets are assets that have a cultural, environmental, historical, natural, scientific,

technological or artistic significance and are held indefinitely for the benefit of present and
future genzrations

Disclosure of Heritage Assets

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

If no criginal costs or reasonabie values are available in the case of one or more or all
heritage assets, the Chief Financial Officer may, if it is beliaved that the determination
of a reasonzble value for the assets in question will be a laborious or expensive
undertaking, record such asset or assets in the assets management system withoutan
indication of the costs or reasonable value concerned.

For purpeses, the Statement of Financial Pesition 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 reliably.
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HONATED ASSETS

Where a fixed asset is donated to the municipality, or a fixed asset is acquired by means of an
exchange of asseis 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 Einancial 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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© BOLOGICAL ASSETS

Accounting for biciogical assets shall take place in accordance with the requirements of GRAP
101.

The Chief Financial Officer, in consultation with the head(s) of department 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 vaiuer in the line of the biological 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 fost, 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 kept in a separate section of the fixed assets
register or.in a separate accounting record, and such details .shall reflect the information
which the Chief Financiai Officer, in cor,su]t_ation'wi;th'thé Head of Department concerned and
the internal auditor, deems necessary for accounting and control purposes.

The Chief Financial Officer shali 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 desirabie and affordable.
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| CAPITALISATION CRITERIA

1.1

112

Tzngibie Assets

All the assets wiil be caplalised on the FAR as iong as the item meet the definition
of an assets as prescribed by the accounting standard

Intangible Assets

Items 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:

¥ isseparate, i.e. is capable of being separated or divided from the entity and soid,
transferred, licensed, rented or exchanged, either individually or together with 2
related contract asset or liability; or

> zrises from contractual or other legal rights, regardless of whether those rights
are transferable or separable from the entity or from other rights and obiigaticns;

and can be further classified as:

> Intangible assets with 2 finite useful life; and
> Intangible assets with an infinite useful life.

An intangible asset shall be regarded by the entity as having an indefinite useful life
when, based on an analysis of all the relevant factors, there is no foreseeable limit to
the period over which the asset is expected to generate net cash infiows for the entity.

Examples of intangible items are:

<% Mineral-exploration rights
< Computer software {not cperational sofiware]
< Licensing rights

Intangible items are treated in accordance with the provisions of GRAP i0Zand in
applying the cost model are initially recorded at their cost price. After initial
recognition, an intangible esset shall be carried at its cost less any accumulated
amortisation and any accumulated impairment losses. ‘
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Retiremeirts and disposals

An intangibie zsset shall be de-reconise:
c ondisposal; or

o when no future economic benafits are expacted from its use of disposal.

Review of i#sefui jife assessment

The useful life of an intangible asset that is not being ainortised shall be reviewed each
period to determine whether events and circumstances continue to support an indefinite
useful life assessmant for that asset.




CAE_CULAT!GI\— f}t' (.z-,?ﬁ' ﬁE.iSﬁ'ii TON LGbTOF ASSETS

iz.1

initial Cost
The initiaf recording of an asset is dealt with as follows in GRAP 17:

An item of property, plant and equipment that gualifies for recognition as an asset
shiould initially be measured at its cost. The cost of an item of property, plant and
equipment comprises iis purchase price, including import duties and non-refundable
purchase taxes, and any direcily 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 directiy attributable costs are:

The cost of site preparatian,

{nitial delivery and handling costs,

installation costs, and

Prcfessional fees such as for architects and engineers;

The estimated cost of dismantling the asset and restoring the site, to the extent
that it is recogniSes as 2 provision.

VY VYVYYYVY

Y

Administrative and other general over‘neda costs are o g a-component of cost if
it can be directly atiributed 1o the acquisition or cénstruction of the asset without
which the asset could not have been brought to working condition.

Costs incurred on existing PPE subseguent to the inltial recording of the cost price
Assets are oftan modified during their life. There are two main types of modification:

Enhancament / Rehabilitation:

This is 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 Yfe of an asset due to a change in use of the asset or
techrological advances.

Disbursements of this nature relating to_an asser, whigh has already been recognised
inthe Tmanual statements, shouicr be added to the carrying amount of that asset. The
value of the assef is thus increased when it is probabls that f future economic benefits
or sarvu:ﬁ potential will flow to the entity over the remainin g life of the asset.




To be classified as capital spundiag, the cxpenditure must lead to at least one of the
following eronomic effects:

» Modification of an item or pisnt to extend its usefui life, including an increase in
its capacity;

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

» Adoption of new production "enabli'ng a substantial reduction in previously
assessed operating costs;

Ao

Extensions or modifications to improve functionality such as installing computer
cabling or Increasing the speed of a Iift;

improve the performance of the asset;

Increase the capacity Gf the asset;

Prolong the expectéd woridng life of the asset;

increase the size of the asset; or

Change the shape of the asset.

VvV V¥V VY

Maintenance / 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 functio naiity 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 originaily been estimated for the asset and the expenditure is only to bring
performance back to ihe leve! that is normally expected for the asset, the
expenditure will be considered an operating expense.
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_DEPRECIATION OF ASSETS

13.1

13.2

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 con a
monthly basis against the appropriate line item in the department or vote in which
the asset 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

intangible assets shall be identical to those applying te the depreciation of other fixed
assets.

Which asszis must be depreciated

Ali fixed assets, except Land, Investment property, Non-current assets held for sale,

and heritage assets, shall be depreciated — or amortised in the case of intangible
assefs.

Although typically disclosed together, tand and buildings are separable assets and
because land normally has unlimited life it is not depreciated whilst building are.
Heritage assets such as werks of art, historical buildings and statues are also not
normally depreciated. The reason is that these assets have cultural significance and as
such are likely to be preserved for the benefit of future generations. It should
therefore bz 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 iife,
the Chief Financial Officer shall adhere to the useful lives set out in the annexure to
this document (refer Annexure 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 znnexure, the Chief Financial
Officer shali determine a usefut operating life, if necessary in consultation with the
Head of the Depan‘iment who shait contro! or use the fixed asset in guestion, and shall
be guided in determining such useful life either by the useful lives assigned in the
annexure to the fixed assei most closely comparable to the asset in question or by the
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likely patiern in which ©F 7 z:521". sconomic benefits or service potential will be
consumed.

The residual vaiue and the useful fife 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 least at each
reporting date. If the expected useful life of the asset is different from previous
estimates, the amortisation period shall be amended accordingly.

Bepreciation Calculation

13.4.1 Tangible assets

The municipality uses the straight-line depreciation method whereby items of
property, piant and equipment 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 shali be charged fror the calendar month following the month in which
an item of property, plant and equipment is brought into commission and will
continue until the accumulated depreciation squals the cost or valuation amount of

the respective item of property, plant and equipment or the item is disposed or
written off.

When depreciation is calculated, a corresponding accumulated depreciation account
is created. The accumulated depreciation account is a Statement of Financial Position
item (it is an asset provision). This account balance reflects the depreciation charge
that has besn 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 relates.

13.4.2 intangible assets

Amortisation period and amortisation method

T

> Finite usefu! iffe

Re
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The depraciahle smom, ) o Dy gible ssset with a finite useful life shall be
ailocated on & systemadis Diss Dver s wsaful life, Amortisation shail begin when
tha assat is availabie Tor ise, i.e. when 1 is 11 the iocation and condition necessary
for it to 2e capable of operating in the manner intended by management.
Amortisation shall cease at the earlier of the date that the asset is classified as held
for sale (or included in a disposal group that is classified as held for sale) and the
date that the asset is derecognised. The amortisation method used shali reflect
the pattern in which the asset’s future economic benefits are expected to be
consumed by the entity. if that pattern cannol be determined reliably, the
straight-line method shail be used. The amortisation charge for each period shall
be recognised in profit or loss unless this or another Standard permits or requires
it to be included in the carrying amount of another asset.

» Infinite useful life
No amortisation will take piace

The amortisation period and the amortisation method for an intangible asset with
a finite usefui life shail be reviewed at ieast at each financial year-end. If the
expected useful life of the- asset is different from previous estimates, the
EmOFtISdtion period’ sha!i'be chanifed aceardingly. 1f there has been a change in
the expecied pattern of consumption of t’he futuré ‘economic benefits embodied

in the asset, the amertlsatlon method shall De 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 amerndment occurs the Chief Financial Officer shall
inform the Council of the municipality of such amendment.

The Chief Financial Officer shall 2mend the useful ope'ra'ising life assigned to any fixed
asset if it becomes known'that such asset has been materiaily impaired or improperly
maintained to such an extent that it's useful operating life will not be attained, based
on the reports submitted from departmental heads.

if the value of a fixed asset has been diminished to such an extent thatit has noora
negligible furtheér useful operating {ife or value such fixed asset shall be fully
depreciated in the financial year in which such diminuzion in value occurs.

Similarty, if-a fixed asset has been lost, stolen-or damaged beyond repair, it shall be
fully depreciated in the financiat-year in which such event occurs, and if the fixed asset
has physically ceased to exist, it shall be written off tha asssts management system.
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in all the foregoing instancss, thy sdditiors Jeoreciation expenses shall be debited to
the deparimeant or vote comrolis v a8imyg the Thead assat in guestion.

tf any of the foregoing event arises in the caue of a normally non-depreciable fixed
asset, and such fixed assel has been capitalised at a value other than a purely nominal
vaiue, such fixed asset shall be partially or fuliy 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 guestion shall bear the full depreciation expenses
concerned. :

Alsernative Methods of Degrecia‘tion in Specific ingg.nces

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

The Chief rinancial Officer shail only employ this method of depreciation if the Head
of Department controlling or using the fixed asset in question gives a written
undertaking to the Municipal Manager to provide:

s estimates of statisfical -information reguired by the Chief -Financial Officer to
prepare estimates of deprecijagion expenses fay eachfinancial year; and

e actual statistical information, for each financia! year.

The Head of Departmert concerned shali 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
depreciaticn, and the requiremients 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 guestion. '
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13.7 Disciosure Reguirements

According to GRAP 17 the foilowing informaticn 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.

¥ Onthe Statement of Financial Position

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 surpius or deficit disclosed in
the income statement.

3> in the notes to the Stetemenis

o The gross carrying amount and the accumulated depreciation at the
beginning and 2nd of the period in respect of each class of property, plant

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

> In Annexure B and C to the Financiaj Statements

o These Annexures disclose a more detailed analysis of the various classes of
assats {Annexure B} as weil 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:

= QOpening Balance

= Additions

= Disposais

= Acquisitions through business combinations

= |ncreases or decreases resulting from revaluations
= Reductions in carrying amount (impairment losses}
= Depreciation and Accumulated Depreciation

-2 Qther movements

When property, plant and eguipment is disposed of whether by seiling 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 equipment.
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- REVALUATION OF FIXEDASSETS

141

Revaluaiion Reserve

The Chief Financial Officer shall also, where applicable, create 2 Revaluation Reserve
for fixed assets equal to the difference between the value as recorded in the valuation
roll and the carrying value of the fixed asset before the adjustment in question.

Investrnent 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 shali be accounted for as below, and the carrying value will be written off
against the Revaiuvation Reserve.

The CFO can aiso 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 refiected in the Valuation roli, differ materially from what can be
expected, due fo changes in market conditions since the fixed date used for the
determination of m'_alr.ket values in'the valuation roll Any.-adjustments made in this
regard will be accounted for as gains or losses in the municipality’s operating account.
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i5.1

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
guarterty basis and then before lune of each financial year on all fixed assets
controlled or used by the department concerned which such Head of Department
wishes to dispose by public auction or public tender. The Chief Financial Officer shall
thereaiier consolidate the requests received from the various departimients, and shall
prompily report such consolidated information fo the Council of the municipality, as
the case may be, recommending the process of disposal to be adopted.

Any items declared obsolete 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.

Each Department must take the necessary staps to ensure that all their obsolete or
damaged assets are disposed of in the correct and approved manner, |t 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 shali ensure that any incident of loss, theft, destruction,
or material impairment of any-fixed asset controlled or used by the Department in
guestion 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
maiicious damage, also to the South African Police Services. Cnce the fixed assets are
disposed, the Chief Financial Officer shall remove the relevant records from the fixed
asset regié‘ter.'
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i5.3

DISPOSAL Tr TABLET

A Councilior is exoected o use o i 2202 for vz f2blef in his or her eustody for the
parind of 3 years of its life span. At the end of the tabiet fife span, tablet must be

forwardad to the Budget and Treasury — Assets Section for disposal.

The criteria for the disposai 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 -

i Donating ortransferring the tablet io another organ of state e.g. Public Schools
in jurisdiction of Lepelie-Nkumpi Local Municipaiity

{ii) Transferring the iablet to another organ of state at market related value or,
when appropriate, free of charge;

(i)  Seiling/Auctioning the tablet; or
{iv} Dastroying the tablet

Other write-ofis

A fixed asset, even though fuily depreciated, shail be written-off only on the
recommandation of the Head of a Dapartment controfiing or using the concerned, and
with the final aporoval of. (Iiou‘nci_t_.ri -

[

Every Head of a Department shall annuaily répn{t to the Chief Financial Officer on any
fixed assets which such Head of the Departrent wishes to have written off, stating in
ful the reason for such recommendation. The Chief Financial Officer shall consclidate

all such reports and shall prompily submit a 'rjecammen'dation to the Coundil on the
fixed assets to be writtan off.

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

Proceeds / Loss on Disposal of Assels

When assets are disposed of whether by disposal or written off the  caring value
should be offset against the ;::-roceeds If the proceeds of the disposal are less than the
carrying value recorded in the fixed asset register, such difference shali be recognised
as & loss in the vete of the Business Unit concerned.

if this asset has an outstanding balanee on ihe Revaluation Reserve, this balance must
he transferred to the Accumuiated Surplus.
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All lesses on the disposzal of sisets 2001 ramcin as expenses on the cost centre of the
departrnent concarnes. i, bowe:sr, noth gzing and losses arise in any one financial

year in respect of the disposal of zssets or any department, only the net gain (if any)
on the disposal of such assets siall ba appropriated.
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i5.4

Disclosure of Asseis Disposed of

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

The gain or Joss 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.OF ASSETS iN THE FINANCIAL STATEMENTS

Recognition is the process of incorporating i 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 summiarised in a table format is disciosed as:

A note to the Financial Statements;

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

» Movaments are also reflected on an annexure per Business Unit;

> The net value {carrying value at year-end), for all categories is added together and
reflacted as 2 single line item in the statement of financial position.

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

To be able to assess the utilisation of assets 2!l assets should pe listed once the recognition
criteria are met.

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

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

> Measurement criteria (the assét has a cost or vaiue that can be measured with
reliability}.

in many cases, cost or value must be estimated; the use of reasonable estimates is an essential
part of the preparation 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 Financial Position or Statement of Financial Performance.

An item that possesses the essential characteristics of an asset but fails 16 meet the criteria
for recognition may nonetheless warrant disclosure in the notes, explanatory materizal or in
supplementary schedules. This is appropriate when-knowledge of the item is considered to
be relevant to the evaluation of the financiai position, performance and changes in financial
position of the municipality by the uszrs of Financial Statemants.
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No asset is recognised it the Stateserne of B angiaf {ositios for expenditure incurred where
itis improbabie that economic be.efit 57 service potential will flow to the municipalitybeyond

the current financial year. Where the probability is tow, such a transaction will result in the
recognition of an expense in the Statement of Financial Performance.

Where the expenditure has been incurred in connection with an asset aiready recognised,
consideration should be given to the probability that the expense will result in an extension
of the asset’s estimated useful life. If the probability is high the expense will be added to the
value of the asset in the Statement of Financial Position and writien off by way of
deprecistion over the remaining life of the asset. ‘

Expenditure incurred on an existing asset that will not extend the useful life or the

functionality of the asset, will be reflected in the Statement of Financial Performance as an
expense {maintenance). :

Assets may he zccuired for safeiy or environmental reasens. The acquisition of such assets,
while not directi;y increasing the future economic benefits or service potential of any
particular existing asset, may be necessary in order of the municipality to obtain the future
economic benefits of service potentiai from its other assets. When this is the case, such
acquisitions of assets gualify for recogniticn’as assets., in that théy enable future economic
benefits or service potential from related assats to be derived by the municipality in excess of
what it could derive if they had not been acquired. However, such assets are only recognised
to the extent that the resuiting carrying amount of such an asset and related assets does
not exceed the total economic benefits or service poteniial that the entity expects to
recover from their continued use and altimate dispoasal.
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 FUNDING SOURCES - -

The main sources of finance utiiised to acquire assets are:

> External Loans
> Grants, Subsidies and Fublic Contributions
» Revenue Confributions

The sources of finance that may be utifised to finance assets are utilised in accordance with
the provisions of Section 19 of the Municipai Finance Management Act.

There will be a departure from GRAP 1.144 regarding Capital Reserves, in accordance with
GRAP 1.22 and .23, read with GRAP 3.07, as the inciusion of capital receipts applied for the
purchase of Properiy, Plant znd Equipment in the Accumulated surplus will lead to a
misinterpretation by users; particuiarty -Council and Ratepayers/Consumers. These Reserves
will be disclosed in accordance with GRAP 1.86.
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i7.2

External Losns

Major expenditure on PPg, especiaiiy wivasiructure and major item:s of Plang, can be
financed from external financing sources, if the municipality complies io the
reguirements of the MFMA in this regard. Costing of this source of finance must
include finance custs and depreciation against the Statement of Financial
Performance over the period of financing. The period of financing should ideally be

aligned to the estimated lifespan of the assets thus financed, but should never
exceed such.

rants, Subsidies and Pubilic Coniributions

When items of property, plant and eguipment are financed from government grants,
a transfer is made from the accumulated surplus/{deficit) to the Grants Reserve equal
to the Grant recorded as revenus in the Statement of Financial Performance. When
such items of property, plant and equipment are deoreciated, a transfer is made from
the Reserve to the accumulated su'r-blﬂs;’(défiéii). The"pu'rpose of this procedure is o
promote community equity and facilitate budgetary control by ensuring that sufficient
funds are set aside to offset the depreciation charges that will be incurred over the

estimated usefli life of the item of property, plant and eqguipment financed from
Grants. : -

- Fargs -
1 . .

+

Unspent condifional grants are reflected on the Statement of Financial Position under
current liabilifies as Unspent Cenditional Grants. These funds always have to be

backed by cash. The foilowing conditions are set for the creation and utilisation of
these funds:

»  The cash which backs up the grant is invested unti! it is utilised.

»  Interest earned on the invesiment is treated in accordanﬁe with grant
conditions. if it is payable to the funder it is recorded as part of the creditor. If
the cenditions are silent on investment interest it is recognised as interest
earned in the Stateméent of Financial Performance and might be allocated, in
part or fully, to the unspent bertion of the grant if it is so stated in the accounting
nalicy. :

Whenever an asset is acquired from a conditional government grant an amount
egual ic the cost of the asset is transferred from the Unspent grant creditor to
the Statement of Financizi Performance as revenue. Thereafter an equal amount
is trangfarrec_{ fo the ,G‘ranf Reserve, This zccoiint must have equal book value of
assets purchased from conditional government grants and is utilised to offset
depreciation charged on 3ssets purchased out of conditional government grants.




When an asset, previcusiv financad by 3 condiiiona! government grant, is
disposed off with 3 mziznce iefy o the Grants %azerve account such a baiance
must be transierred to the Accumulated Surplus account.

i7.4 Revenue Contributions

Revenue contributions finance those all the movable assets. These items will be
taken up inio the assat register and bar-coded for control purposes.
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' IMPAIRMENT LOSSES

impairment

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

Recoverable amount Is the amount that the municipality expects to recover from
the future of an asset, including its residual value on disposal.

When such a2 decfine has occurred, the carrying amount should be reduced to the
recoverable amount. 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 amouni of individual asseis, or groups of identical assets, is
determined separately and the carrying amount reduced to recoverable amount on
an individ:ai asset, or group of identical assets, 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
purification work is used for the same purpose. In such circumstances, the carrying
amount of each of the reiated zssets is reduced in proportion to the overall decline in
recoverabie amounis of the smallest grouping of assets for which it is possible to make

an assessment of recoverabie amounts.
The foliowing may.be indicators that an asset has become impaired:

> Theitem has been damaged,
» The item has become technologically obsolete.

> The item remains idle for a considerable period of either prior to it being put into
use or during its usefiil life.

» Lland is purchased at market value and is to be utilised for subsidized housing
developments, where the subsidy is less than the purchase price.
> Net Selling Price of th land which is the amount obtainable from the sale of the

market in an arm’s length transaction between knowiedgeabie, willing parties,
less the cost of dispesal.

»  Value in use of the land which is the present vaiue of the estimated future net

cash inflows expected from the continuing use of the asset and from its disposal
2t the end of its useful life.
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Disclosure of Impairmens Losses

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

The Financiai Statements should aiso dizciose, in the reconciiiation of the carrying
amount at the beginning and end of the period for each class of property, piant and
equipment recognised inthe Financial Statements 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 same procedures as for the identification of impaired assets are followed as

to whether there is an indicstion that impairment may have decreased. if so, the
recoverable amount must be added to the carrying value of the asset.

> The life cycle must be adjusted.

A7

The increased carrying amount due to reversal should not be more that what the
depreciated historical cost would have heen if the impairment had not been
recognised.

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

> Depreciation must be adjusted for the remaining life cycle.

()




INVESTMENT PROPERTY

Investment Property shall be accounted for in terms of GRAF 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 buiidings {(or paris of buildings} or both held by the
municipality, as owner or as lessee under a finance lease, io earn rental revenues or for capitai
sppreciation or both.

Investment assets shall be recorded in the assets management system in the same manner

as other fixed assets, hut a separate section of the assets management system shall be
maintained for this purpose.

Investment assets shail not depreciated, but shalf be fair vaiued at every reporting period.
Investment assets shall be recorded in the Staternent of Financial Position at such fair value.
Adjustments to the previaus year's recorded fair value shall be accounted for as either gains
{revenues} or losses (expenses) in the accounting records of the department or service
controlling the assets concerned. - -~ z

A professional valuershall be engaged.b\;‘ the municigality to tndertake such valuations.

if the Council of the municipality resolves to construct or develon a property for future use as
Ty 3w . D aprop

an investment property, such property shall in every respect be accounted for as an
investment property.

191  Definition of investment Property

Investment Propérty is defined as:

» Property {land or a buiiding — 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 goads or services or for administrative
DUFPOSES; Of

o Saiein the ordinary course of operatiors.

» lnvestment Property generates cash flows largely independently of the other
assets of the municipaiity.




The following =re exampls. i o shngi “roperty

-
K

Y

Land hela for long-term caphtal eppraciaucn rather than for short-term sale in the
ordinary course of ogerations;
Land held for a currently undetermined future use. {If the municipality has not

determined that it wiil use the land for short-term saie in the ordinary course of
operations, the iand is considered to be heid for capital appreciation);

A building owned by the municipality {or held by the municipality under a 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 or more operating
Ieases on a commiercial basis 1o externai parties.

Property that is being consiructed or developed for future use as investment
property

The following ars examples of items that are not investment property:

>

roperty held for sale in the ordinary course of operations or in the process of

constructicn or deveiopms_nt for such saEe

]

Pronertv bemg constructeu or deveiopen on behaH of third parties;

DWﬂ-OCCL!pl‘:'d property, mcivdlng {arong othcr things) property held for future
use as own-occupied property, property held for future development and
subsequent use as own-occupied proparty, property occupied by employees such
as housing (whether or not the empioyees 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 dEpartrhent may hoeld a farge housing stock used to
provide housing to low income families at below market rental. In this situation,
the property is held t¢ provide housing services rather than for rentals or capital
appreciation and rental revanue generated is incidental to the purposes for which
the property is heid. Such praperty is not considered an “Investment Property”
and would be accounted for in accordance with GRAP 17; and

Property heid for strategic purpose which wouid be accoun’ced for in accordance
with GRAP 17.

Where a property is utilised partly in the ordinary 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,




9.2

133

Initial reasurement of Investnent Progeriy

3

S

investment property is measured initially =1 its cost {inciuding transaction costs).
Where an investmant properw is acquired al no cost {for example donated assets),
orfors nomnai cost, its cost is its fair value as at the date of acquisition.

The cost of a2 purchased mvestment property comprises its purchase price and any
directly attribuiable expenditure, such as, professional fees for legal services,
property transfer taxes and other transaction costs.

The cost of a self-constructed investment property is its cost af the date when the
construction or development is complete.

Investment Property is only recognised as an asset when it is probable that the
future economic benefits or service :potential that are associated with the
investmient property will flow to the entity and the cost or fair value of the
investment property can be measurad reliably.

fMeasuremont of investment Property subseaguent o Initiai Measurement

Subsequent 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 probab!e that future econemic benefits or service potential over the
total life of the investment property, in excess of the most recently assessed
standard of performance of the existing investment property, will flow to the
entity. Ail other subsequent expenditure should be recognised as an expense in
the period in which it is incurred.

For example: if a municipality purchases a building as an investment property and
wili 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 rencvation cost wiil be added to the carrying
amount of the investment property.

After initial recognition of the investment property the municipality will reflect
the investment property at fair value.

The fair value of invesiment property is usually its market value. Fair value is
measured as the most probabie price reasonably obtainakle in the market at the
reporting date in keeping with the fair vaiue definition. It is the best price
reasonably obtainable by the seller and the most advantageous price reasonably
obtainable by the buvér. After initial recognition, an entity that chooses the fair
value modei should measure all of its ‘.nvestment-property at its fair value at each
Statement of Financial Position date. A gain or loss arising from a change in the
tair vziue of investment property shouid be included in net surplus/deficit for the
period in which it arisgs. No depreciation will be calculated on this property.

fuab
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For Exarna: The murnisipenty orohases sur houses at a cost of R 200,000 each
for purposes of leasing them out to senier manager of the municipality at market
related rates. The legal fees and transport duties relating to the transaction
amount to R 16,000. At the end of the financial year the fair value of the houses is
determinad to be R 800,000. 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 should
measure ail of its investment property using the guidelines for normal assets that
is, at cost less any accumulated depreciation and accumulated depreciation and
accumulated impairment losses.

19.4 Transfers and Disposals of Investment Propertizss

19.4.1 Transfers

» Transfers 1o, or from, investment property should be made when, and only when,
there is a change in use, evidencea by: - = -

o Commencement of own-cccupation, for a iransfer from investment
properiy o own-occupied property;

¢ Cemmencement of development \}vith a view 1o sale, for a transfer from
investment property to inventories;

¢ -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 invastment property; or

o End of construction or development, for a transfer from property in the
course of consiructicn or development to investment property.

»> For a transfer from investment property carried at fair value to own-occupied
property or inventories, the property’s cost for subseguent accounting under the
relevant GRAP Standards on PPE or inventories should be its fair value at the date
of change in use.

> If an own-occupied property becomes an investment propearty that will be carried
at fair value, an entity should apply the reievant GRAP standard on PPE up to the
date of change in use. The municipality should treat any difference at that date
between the carrying amouri 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 investmerit proparty that will be carried at fair
value, any difference betwean the fair value of the property at that date and its
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15.5

previous carrving amas shtaw 58 Fz20gnisad in net surplus/deficit for the
period.

When the municipaiity completes the construction or development of a self-
constructed invesiment property that wiil be carried at fair value, any difference

between the fair value of the property at that date and its previous carrying
amount shouid be recognised in net surplus/deficit for the period.

Disposals

On disposal or permanent withdrawal from use of invesiment property:

»

>

An investment property shouid he 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 bétween the net disposal proceeds and
the carrying amount of the asset. For the purposes of display in the Financial
Staternent, the gain or ioss shouid be included in the Statemeni of Financial
Performance as an itemn of revenue or expenss. - B

Budget implications relating to tnvestment Property

The following amounts wiil have to be budgéted for in the operating budget relating
to investment properties:

>

>

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 abtained on investment properties that
will be held during the next financial year.

Depreciation on investment properties that are intended to be transferred to own-
occupied properties during the next financial year,

The effect of reduced depreciation on own-occupied properties that are intended
1o be transferred to investment properties during the next financial year.

Revenue through operating iease income; and

Fair values gains where the intention to sell 2 building (inventory) is changed and
the inventory is held as an investment property on which rental income and capital
appreciation wilt be earned by the municipality in the next financiai year.
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Disciosurs

The disclasure reguirernants sahzer s shscias,  nformation on investment property
refiected at fair value:

>

r
o

\'4

The criteria developed by the municipality to distinguish investment property from
own-occupied praperty and from property held for sale in the ordinary course of
operations;

The methods and significant assumptions applied in determining the fair vaiue 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 finanzial statements) is based on a valuation by an independent
valuer who hoids a recognised and relevant professisnal gualification and who has
recent zxparience in the location and category of the investment property being
vatued. (T there has been no such valuation, that fact shouid be disclosed;

The amounts included in the Staternent of Financizl Performance for:

o Rental ravenue from investment property;

" "o Direct cperating expenses (inciuding repairs and maintenance) arising from

irivestment propersy thatgénerated rental révenue 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 of restrictions on the reliability of investment property
or the remittance of revenue and proceeds of dispnsal;

Material contractual obligations io purchase, construct or develop investment
property or for repairs, maintenance or enhancements;

A reconciliation of the cerrying amount of investment property at the beginning
and end of the period showing the following:

o Additions, disciosing separateiy those additicns resulting from acguisitions
and these resuiting from capitalised subseguent expenditure;

‘o Additions resulting-from acquisitions through entity combinations;
o Disposals;
c Net gains or lgsses from fair value adjustments;

o The net exchange differences arising on the transiation of the financials
staterments of a foreign entity; .

o Transfers to and fram inventories and owner-occupied property; and
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o Dther movernants,

P The fair value of the invisis. st oropersy. in the exceptional cases, when the
municipality cannot determine the faii value of the investment property reliably,
the entity should discluse:

o Adescription of the investment progerty;
o An explanation of why fair value cannot be determined retiably; and

o If possible the rarige of estimates within which fair value is highly likely to
lie.

RN TRC LT
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Lo SECTION20 - -

- REPLACEMENT STRATEGY .

b

The Municipal Manager, in consultation with the Chief Financial Officer and other Heads of
Department shall formuiate strategies and standards for the replacement of all operational
property, plant and equipment. This policy shall cover the repiacement of infrastructure and
operational movable vehicles and equipment.

This strategy should take into consideration:

> The nature of the asset

> The usage of the asset

v

Priorities

Available funding

Operational and maintenance costs
Operational skills

Future expected developments
Technology

Outsourcing

Y V ¥V V ¥V V¥ V¥

Private sector partnerships




- ASSET RiSK MANAGEMENT

21.1

212

Insurance

Departments are responsible for managing the risks associated with their activities.

The Municipal Manager shall ensure that ali movable fixed assets are insured at feast

against fire and theft, and that ali municipal buildings are insured at least against fire
and ailied nerils.

The Municipal Manager shall recommend to the Council of the municipality, after
consuiting with the Chief Financial Officer, the basis of the insurance to be applied to
each type of fixed asset; either the carrying value or the replacement value of the fixed

assets concerned. Such recommendation shall take due 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 {0 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 fnsura'ﬁce for replacement of the assets. If for
any reason the insurance teject the claim due to negligence the custodian will be
required to replace the assats.

insurance for tablet

It is the responsibility of the Councilior as custodian of tablet to report any stolen or
lost tablet immediately to the nearest Police Station. And also report to Accounting
Cfficer 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
tablet. If for any reason the insurance reject the claim due to negiigence the custodian

will be required tc repiace the assets. Councillors to be liable for the excess fee in case
of any claim. ]

Other risk reducing methods

Departmental regulations or “operating policizs” can aiso reduce risks. Departments
shouid investigate their operations and set operating policies as te how personnel

should operate and use property, plant and equipment to minimize risk. Examples are
as follows:

=2
[0
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Only authorised personanei snowd be 2iloweed in areas where expensive eguipment
is kept;
Only authorised personnel shouid be altowed to uperate plant or vehicles;

The keys for office and vehicles shouid 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 service conditions that employees incur personal liability if they
drive while under the infiuence of alcohoi, drugs, medication, and so forth; or if
they leave the vehicle unattended and uniocked;

Physical access to buildings, or areas within buildings, shouid be restricted,
especially after hours.
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AINTEINANCE OF ASSETS

22.1

22.2

22.3

Mairtenance Plans

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

Every 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 Municipai Manager, the maintérance plan shall be submitted o
Council prior to any approval being granted for the acquisition or construction of new
infrastructurai-assets, - -~

The Head of Department controlling or usiag the infrastructure asset in question, shall
budget for the executing of the approved plan and wiil annualty report to Council, not
fater than 31 March, of ihe -ek‘re*n't 0 ‘ifé-l%-iic,h the :felevant maintenance plan has been
complied with, and of the likely. effect which any non-compliance and/or budgetary
constraints may have on the useful operating life of the asset concerned.

Deferred Maintenance

if there is material variation between the actual rhaintenance expenses incurred and
the expenses reasonably envisaged in the approved maintenance olan for any
infrastructural asset {see 18 abave), the CFO shall disclase the extent of and possibie
implications of such deferred ﬁqaintenance_in an appropriate note to the financial
statements. Such note shall also indicate any plans whick the Council has approved in
oreer to redress such deferral of the maintenance requirements concerned.

If no such plans have been fermulated or are likely to be impiemented, the Head of
Department controlling or using such asset shall re-determine the useful operating life
of the fixed asset in questiun, if necessary consultation with the Asset Control Unit,
and the Asset Control Unit shall recalculate the annual depre'ciation gxpenses
accordingly. "

Genersl hMzintenance - - - : .

Every Head of a Department shail be directly respansible for ensuring that 2! assets
that are in his/her care are propariy maintained- ana in a manner which will ensure
that such assets atfain their usefui operating lives. '




- GENERAL REQUIREMENTS T, b

23.2

Tazgin
Tagging means to place & control. number(bar-code} on 2 piece of equipment or
property.

All movable assets and movabie “Insignificant asséts” must be tagged.

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

» Provide an accurate method ofide'ntifying individual assets

» Aid in the annua! physical inve‘r{tpry. _ A
> Coniroi the location of ail physical assets
» Aid in maintenance of fixed assets

Fixed property and plant is not tagged; such as:
> Buildings {record legai descripfion iri asses ré_@:orgi‘),

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

Consistently place asset tags in the same iocation on each similar type asset. If
possible, the tags shall be accessible for viewing. Place the tag whete 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 movabie assets is taken to verify assets recorded in the Asset
register. inventories are taken st least once and shali be completed prior to the
financial reporting due date.

The Asset Conirol Unit will conduct a physical inventory of movable assets annually.
They will require the co-operation of departmental personnel in accomplishing the
physical inventorv task and will attempt o 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 location number are reflected on the asset
movement form by the relevant official on the receipt of the asset. Where
applicabie, the serial number or registration number should be included.
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3.3

‘;r

Compiete the asset rmovement “orm when fransfers occur and forward the
completed original form to aszer Contras Unit,

Ensure that a compieted 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 Business Unit within 14 days
of any of the following possible movements:

o Donations

o Additions / Improvements

o Departmentally manufactured items
o Loss or damage

o Transfers

o Terminations

o tand Sales

Acqguisition

Acguisitior: = in making the decision to acquire an asset the following fundamental
principles should be carefully censidered: -

»

>

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 aiternative municipality asset
that could be upgraded or adaptad.

The fixed asset is appropriate to the task or requirement and is cost effective over
the lifz 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, 2nd model ete. has been sefected.
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3.4

235

23.6

23.7

Asset Manageinent Ressonsililities

v

Utliisation — Ali assets shouln oL et for the purpesss they were acquired.

»  Asset performance shouid be regularly reviewed to identify under-utilised and under-
performing assets. The reasons for this sheuld be critically examined and appropriate
action taken.

» Disciplinary action must be taken against individuals if there is misuse of Council's
assets,

Additions / Imiprovements

Depending upon the type of addition or improvement to a specific asset the responsible
official in the Strategic Business Unit must notify Asset Control Unit of the change in
status. The asset master record will be amended on receipt of the reguired asset
acquisition form from the responsible Strategic Business Unit.

When capitai expenditure is incurred for any enhancement / improvement of an asset,
the Department shall complete the necassary asset acquisition form and forward it to the
Asset Controf Unit.

When any changes to vacart land or land and buiidings are effected such as subdivision,
transfer to another Department, extent or holders title, the current owner must complete
the relevant asset movement formicand forward it to the Asset Control Unit.

Termination of Emplovee’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 staternent that the inventory and assets entrusted to
the empleyee 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 concernad or its
relevant Department for further investigation in the case of missing asseis.

Transfer of Assets

When a Depariment transfers an asset or inventory item within the Strategic Business
Unit, the asset mevement 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 item.

When a Department transfers an asset or inventory itam to another Depariment, the
transferring Department must approve the transfer. After approval has been granted the
asset movement form must be completed and forwarded to the Asset Control Unit.

)



Lepelle-Nkumpi Municipality: Assef &% nagerssnt Poficy Aprendices

3.8

Saie of Land and Buildliigs

The Executive Manager: Planning and LED must submit the properly completed asset
disposal forms rogether with copies of all reievant approvals, in terms of the Land Disposal
policy, for the sale of land and buildings to the Asset Management Section.
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Appendix A: Ussaful lives - By
(as adopted from the NT puidel
Asset Management guideline”

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

™

&

b4

Y arc

remaining useful iife on take on date.

TABLET LIFESPAN

e b

e Potlory Agpendices

.

is ioilows:

. safui lives per calegory of asset
i MFHA-Local Government Capital

A Councillor is expected to use and care for the tablet in his or her custody for the period of 3
years of its life span and will be depreciated over three years

ESTIMATED
USEFUL LIFE
MAIN CLASS | CATEGORY IN YEARS
l
| Lane
DEVELOPED LAND &L ; . nfa
! Ui_iIDEVELOPED LAND - nfa
BUILDINGS ‘
DWELLINGS
! CARAVANS 10
' CHILDREN'S HOMES 30
r ' HOMES FOR THE AGED 30
’ HOSTELS 30
- MOBILE HOMES 10
PLACES OF SAFETY 30
r RESIDENCES (PRESIDENTIA-L, EMBASSIES) 30
E_ RESIDENCES (PERSONNEL) INCL GARAGES AND PARKING 30
| SECURE CARE CENTRES 30
| RECREATIONAL / HDLIDA;' Accommon-Aﬂo& 30

NON RESIGENTIAL STRUCTURES
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AIRPORT AND ASSCIaT 20 £AH1DINGS 30
BUS TERMINALS o 30
BUS SHELTERS B 15
CIVIC THEATERS ) 20
GLINICS AND COMMUNITY HEALTH FACILITIES 30
COMMUNITY CENTRES AND PUBLIC ENTERTAINMENT BUILDINGS 30
DRIVER AND VEHICLE TESTING CENTRES 30
| FIRE STATIONS _ . — 30
" HOSPITALS AND AMBULANCE STATIONS | 30
_ | .
| INDUSTRIAL BUILDINGS T 30 ]
" LABORATORIES | 30
l  IBRARIES 30 |
T FUSEUNE AND ART GALLERIES — 5 30 I
| OFFICE BUILDINGS (INCL AIR CONDITIONING SYSTEMS) 30 5
| SUSLIC PARKING (COVERED AND OPEN] o 30
POLICE STATIONS (AND ASSOCIATED BUILDINGS) 30 ‘
RESEARCH FACILITIES {INCLUDING WEATHER) 30 |
STADIUMS 30 5
| TAXI RANKS : 15 I
UNIVERSITIES, COLLEGES, SCHOOLS 30 :.
WAREHOUSES (STORAGE FACILITIES INCLUDING DATA} T 30
| SPORT AND RECREATIONAL FACILITIES (TENNIS COURTS, SOCCER FIELDS, |
' ETC) 30|
I NON RESIDENTIAL PERIMETER PROTECTION 25 i
TABLUTION 7 PUBLIC FACILITIES 30
CAR PORTS T e
| |
" VWORKSHOPS / STORE ROOMS 30 i
| MARKETS / SHOPS 30 i
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| STRUCTURES FOR 77171 TURAL PURPISES 30
i NURSERIES 7 — | 30 |
[ |
" OTHER STRUCTURES (INFRASTRUCTURE) )
ELECTRICITY ;
| | CODLING TOWERS 30
| MAINS | 20
i | METERS PREPAID 20 |
i METERS CREDIT 25
POWER STATIONS COAL 60
| POWER STATIONS GAS : 60
! POWER’STATIONS H'i?ao h o ' 60
| ' PO‘.-'\IER STATIONS NGE-LEAR - : 20
ELECTRICITY SUPPLY / RETICULATION | 25
A | ‘l"RANSFORM ERS ‘ 50
5 LAINES UNDERGROU.NDh 45
LINES OVERH EAD. 30
[ ‘ CABLES | a5
| | s |
i l SUBSTATION SWITCHGEAR l 30 |
: : SUBSTATION EQUIPMENT OUTDOOR BT
ﬁ SUBSTATION EQUIPMENT GIS | 30 ;
:{ SUBSTATION EQUIPMENT INDOOR 40 |
.. ELECTRICAL PANELS 5
i TELEMETRY 15 —
| ELECTRICITY PERIMETER PROTECTION | 25
jl | STRUCTURE FOR FLECTRICAL PURPOSE 35 ﬁ.
FIGH MASTLIGHTS | 15 i
"RING MAIN UNIT i 50 !
| |
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BUILDING +OR ELECTRICAL ZLRPOSE

30
MiNi SUB STATION 30
ROADS
BRIDGES VEHICLE CONCRETE 80
BRIDGES VEHICLE STEEL 50
| BRIDGES VEHICLE TIMBER 40
I BRIDGES PEDESTRIAN CONCRETE 80
— BRIDGES PEDES-TRIAN STEEL 50
i BRIDGES PEDESTRIAN TIMBER 40
BRIDGES RAILWAY CONCRETE 80
BRIDGES RAILWAY STEEL 50
BRIDGES RAILWAY TIMBER 40
ERIDGES REINFORCED RETAINI:!H.\JG WALLS: EA‘RTH 15
' BRIDGES REINFORCED RETAINING WALLS CONCRETE 30
BRIDGES EXPANS!O!\'I AND comsmucno;\x JOINTS 20
STORM WATER Cl.JLVERTS STEEL ' 40
STORM WATER CULVERTS 60
s&oﬁm WATER CULVERTS Aﬁcb 40
STORM WATER DRAINS EARTHWORKS 100
STORM WATER DRAINS CONCRETE LINING 50 |
[ | STORM WATER STOP BANKS T 50 |
i STORM WATER PIPES 50 .
| RDADS KERB AND CHANNELS 80 '
ROADS MUNICIPAL ASPHAI;T SURFACE 20
ROADS MUNICIPAL ASPHAL'.T BASIS/STRUCTURE 50
| ROADS MUNICIPAL CONCRETE s;u RFACE 30
} ROADS MUNICIPAL CONCRETE BASIS/STRUCTURE 50
| ROADS MUNICIPAL GRAVEL SURFACE o 10
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@l T

ROADS CRASH HasRIgRs

30
ROADS RETAINING WALLS 60
ROADS OVERLOAD CONTROL CENTRES 20
ROADS OVERLOAD ELECTRONIC HARDWARE i5
ROADS OVERLOAD EQUIFMENT OTHER 20
i " ROADS PEDESTRIAN FOOTPATHS 30 |
' ROADS STREET LIGHTING 40
l ROADS SUBWAYS 50
| |
i ROADS TRAFFIC ISLANDS T 50
| E?E)Aas TRAFFIC LIGHTS - 20
| | ROADS TRAFFIC SIGNS ) ? 15
"ROADS PAVED SURFACE 30 _.
ROADS PAVEDEL?SL%S,"- TRUCTORE - : 30 ﬁ
ROAD CALMING MEASURES 30
ROAD FERIVIETER PROTECTION N 0
! ROAD RESERVES s )
;‘.TTENUATIONlPONDS - 25 |
TELKOM SLEEVES 4
TETKOM SLEEVES 40 |
AIRPORTS : —
;E.IRF"ORTS AND RATID EFAC(_JNS 30 .j
| APRONS - 30 ]
! RUN-WAYS - ) 20
_. TAXI-WAYS = 20 |
SPECIALIZED EQUIPMENT LU.(_E.GAGE MOVEWENT 25
SPECIALIZED EQUPMENT co;;m\humcm.'c;re 15
" AIRPORT PERIVIETER PROTECTION 25 |
WATER ) | - ) T
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DAMS STRUCTURE 00 TRETS

TR 100
| DAMS STRUCTLRE E8RTH ” 50 "
| - DAMS MECHANICAL AML ELECTRICAL ) 40 !
i WATER METERS o . 20 ’
: STANDPIPES o 20
| o . |
' WATER METALWORK | 30
I PUMP STATIONS STRUCTURE T 1 55
PUMP STATIONS ELECTRICAL T | 20
" PUMP STATIONS MECHANICAL | 40
P o O PERIMETER FROTECTION - l 25 _
RESEAVOIR STRUCTURE T 50 |
T RESERVOIR ELECTRICAL '" ! o
;..RESERVOIR r\rEcmmc;‘L _ 40
l RESERVOIR PEXIMETER PROTECTION i 25 |
TWATER SUPPLY/ RETICUTATION 50
UNDERGROUND CHAN/SERS VALVES 25
| UNDERGROUND CHAMBERS I_\AETERS o 20 ‘
o 1 UNDERGROUND CHAMBERS TRANSTION 15
GNDERGROUND CHAMBERS OTHER 10
, “WATER PURIFICATION WORKS STRUCTURE 55 |
| | WATER PURIFICATION WORKS ELECTRICAL ! a0
" WATER PURIFICATION WORKS MECHANICAL 40 |
: WATER PURIFICATION WORKS PERIMETER PROTECTION 25
. ) .
TWATER PURIFICATION WORKS METERS 3 15 |
. | |
I WATER TELEMETRY | 15 i
| SOREFOLES | 50
" SEWERAGE | :
_ .
_ BULK PIPELINES RISING MAINS ) ) 50 |
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BULK PIPELINES CRAWIT 1AAINS

50
| SEWERAGE PUMP STAT!ONS STRUCTUKE 55
SEWERAGE PUMP STATIONS ELECTRICAL B a0
SEWERAGE PUMP STATIONS MECHANICAL 40
SEWERAGE PUMP STATIONS PERIMETER PROTECTION 25
WASTE PURIFICATION WORKS STRUCTURE 55
WASTE PURIFICATION WORKS ELECTRICAL a0
WASTE PURIFICATION WORKS MECHANICAL a9
WASTE PURIFICATIGN WORKS PERIMETER PROTECTION 25
WASTE PURIFICATION WORKS METERS I 15 |
SEWERS / RETICULATION | o
SOLID WASTE DISPOSAL 7
CDLLECTidN .VIEi:ilCLES — : 10 F
; COE‘.LECT]ON CONTAINERS / BINS 15
TRANSI-':R STATIONS AND PROCESSING FACILITIES STRUCTURE 55
TRANSFER STATIONS AND PROCESSING FACILITIES ELECTRICAL 40 |
TRANSFER STATIONS AND PROCESSING FACILITIES MECHANICAL 40
| TRANSFER STA;TIONS AND PROCESSING FACILITIES PERIMETER PROTECTION 25
LANDFILL SITE EARTHMOVING AND COMPACTION EQUIPMENT 15 |
| LANDFILL SI.TE PREPARATION 0 i
LANDFILL SITE sfaucru RE 55 |
LANDFILL SITE WEI(::HBi;{EDGE MECHANICAL ' 40 |
E-LANDFH_L SITE waeaamnéé ELECTIRICAL 40
- " LANDFILL SITE PERIMETER PROTECTION i 25
RAILWAYS | N .
| RAILWAY POWER SUAPP'_Y UNITS 30 |
I RAILWAY SIDINGS | ]
T RAILWAY TRACKS” 20
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L

[ RAILWAY SIGNALING SrSTRM

: 20
i RAILWAY SHUNTING YARDS T 30
P :
! RAILWAY PERIMETER PROTECTION 25
" CEMETERIES
I CEMETERIES 30
CEMETERIES PERIMETEZR PROTECTION 15
TOTHER
| MACHINERY AND EQUIPMENT
t | AUDIOVISUAL EQUIPMENT 10
‘ " BUILDING AIR CONDITIONING SYSTEMS 15
| TABLET o ] 3
| CELLULAR ROUTERS 5
| DOMESTIC EQUIPMERT {NON KITCHEN APPLIANCES) f 5
TELECTRIC WIRE AND POWER DISTRIBUTION ;EQUE'PMFNT {COMPRESSORS /
| GENERATORS) | 7
: | EMERGENCY / RESCUE EQUIPMENT - ] 10
ﬁ | ELEVATOR SYSTEMS 20
; FARM / AGRICULTURAL EQUIPMENT 15 |
FIRE FIGHTING EQUIPMENT | 5
GARDENING EQUIPMENT 4 |
iRRIGATION EQUIPMENT 15 |
.
KITCHEN APPLIANCES - o 10 |
| LABORATORY EQUIPVENT AGRICULTURAL 7
LABORATORY EQUIPMENT MEDICAL TESTING 7
' LABORATORY EQUIPMENT RGADS AND TRANSPORT 7
| LAUNDRY EQUIPMENT AND INDUSTRIAL SEWING MACHINES 15 j
| .
EARNING, TRAINING SUPPORT AND LIBRARY MATERIAL 10 Jl
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-4 4;.‘*..;!5*!9»5

* PAINTINGS SCULE . LF .2 o dr 25 10
COMPUTER F.Quwrifazm T -
COMPUTER HAPDWARE INCL Ly 0 4ATING SYSTEMS 5 I
COMPUTER NFTWORKS T | 10 1|
Tt !
|
O AR ol |
TRANSPDRTASSETS” g AT ‘ i
A'RCRAF; = 15
I—AIR-CRAI-;T FGNES T — | 7 |
AIRPDRTTR;-\NSP(-i}TR:T:_‘E_F_‘;U-!-I;I;ﬁ;l‘iE-'F. ! 15 1!
1 BUSSES . 15 4‘
CYCLES 7
[: " AR M___w 30 B i £ arase 4 |
! FMERGENCYVEHICLES cee e . 10 ,
: MOBILECLINICS = =@ - e i 32 15
| | MOTORVERICLES | 7 ’_
| RAILWAY ROLLi-r:IG-E'.-'l:O-CK“ TR | 15
TRAILERS AND AcééésbRnéé S - i 10
| Specialised Vehicle S | 15 ;
|
| HERITAGE ASSETS :
| AREAS OF LAND OF H[bTORIC OR SPECIFIC SIGNIFICANCE | n/a
' | CULTURALLY SIGNIFICANT BUILDINGS | n/a 1:
NATIONAL MONUMENTS n/a
. | NATIONAL PARKS / RESERVES . n/a
| ‘ PAINTINGS ‘ 7
SCULPTURES /-STATUES i n/a
MUNICIPAL JEWELLERY T
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WORKS OF AKT n/a
| OTHER ANTIQUES AMD COLLECTIONS n/a
:
.
!TNTANGIBLE ASSETS )

COMPUTER SOFTWARE 5
| INVESTMENT PROPERTY
- INVESTMENT PROPERTY ' : nfa
L - l
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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 None Not trading in open market T
Dwellings None Not trading in open market
: |
Non Residential None Not trading in open market
Infrastructure Assets
Infrastructure —Electricity None Not trading in open market
Infrastructure —Roads None Not trading in open market 1
Infrastructure —Sewer None Not trading in open market l
i
Infrastructure -Water None Not trading in open market l
infrastructure -Telkor sleeves None Not trading in open market ]
| Solid Waste None Not trading in open market ]
—
Bins & Containers , None Scrap metal value
The municipality does not replace vehicles after |
a fixed period, but rather once it has reached
the end of its functional life, Typical internal !
- Collection Trucks None tender proceed |
Other Assets i
[
| 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 repiace 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 No active market |
]
intangible Assets
[
Computer software has no scrap value due to
Technology changes. No active market. Typical
Software None internal tender proceed
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APPENDIX C: FORMS

BATE REQUESTED:

DEPARTMENT

ASSET BARCODE

ASSET DESCRIFTION

ASSET LOCATION

CLASSIFICATION OF ASSET

SUGGESTED METHOD OF DISPOSAL

CONDITION OF ASSET:

REASON FOR REQUEST FOR DISPOSAL: .

REQUESTING OFFICIAL:

NAME 3 SURNAME:

SIGNATURE

HOD RECOMMENDATION:

NAME & SURNAME

SIGNATURE /@

SCi¥t MANAGER
RECOMMENDATION:

NARE & SURNAME:

SIGNATURE

Wi APPROVAL:
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NAME & SURNAME:

SIGNATURE:
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ASSET TRANSFER FORM

DATE REQUESTED:

ASSET BARCODE:

AEBBET DESCRIPTION:

CLASSIFICATION OF ASSET:

CONDITION OF ASSET:
REASCON FOR TRANSFER:
CURRENT LOCATION i NEW LOCATION
(Approval for the transfer of the assef) | (Asset is received and the above details are
verified)

DEPARTMENT/LOCATION i
| DEPARTMENT /LOCATION
I

NAME OF BUILDING

| NAWE OF BUILDING

ROOM NUMBER
L

| ROOM NUMBER
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| N |
= B |
TRANSFERRING OFFICIAL HECEIVING OFFICIAL |
l
ILTRA.M&?FEF\’.R!N!':-? OFFICIAL SIGNATURE RECEIVING OFFICIAL SIGNATURE |
| | |
| HOD NAME AND SURNARME HOD NAME AND SURNAME |
|
| —
[ HOD SIGNATURE HOD SIGNATURE
! ACCOUNTANT ASSETS NAME 2
| SURNAME:
|
ACCOUNTANT ASBETS SiGHATBR_E &
| DATE TRANSFERRED -+ DATE RECEIVED
L
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INVENTORY ITERMS:

MOVEABLE ASSETS:

RESIGNING OFFICIAL.

NAME AND SURNAME:

SIGNATURE;

DATE:

HODB:

NAME AND SURNAME:

SIGNATURE:

DATE:

ACCOUNTANT ASSETS:

NAME AND SURNAME:

SIGNATURE:

BATE:
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DATE REQUESTED:

DEPARTMENT:

ASSET BARCODE:

ASSET DESCREIPYION:

ASSET LOCATION:

CLASSIFICATION OF ASSET:

SUGGESTED METHOD OF DISPOSAL:

CONDITION OF ASSET:

REASON FOR WRITE OFF:

REGUESTING OFFICIAL:
NAME & SURNANE:

SIGNATURE:

HEAD OF DEPARTHENT RECONMENDATION:
NAME & SURNAME:

SIGNATURE:

EXECUTIVE MANAGER CORPORATE SERVICES APPROVAL:
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NAME & SURNANE:

SIGNATURE:

MUNICIPAL MANAGER APPROVAL:
NAME & SURNARE:

SIGNATURE:

ITEM TO COUNCIL. FOR APPROVAL:
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ASSEY REMOVAL FORM

DATE REGUESTED:

DATE REMOVED:

DEPARTMERNT:

ASSET BARCODE:

FLOOR NUMBER/ ROOM
NUMBER: "

ASSET DESCRIPTION: ek OEER

CLASSIFICATION OF ASSET:

REASGN FOR REMOVAL:

RETURN DATE:

DATE RETURNED:

REQUESTED BY:
NAME AND SURNARIE:

POSITION:

SIGNATURE:

DATE:

AUTHORISED BY:
NAME AND SURNARE:

FOSITION:

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:

f OWNER DETAILS:

NAME AND SURNARME:

SIGNATURE:

DATE:

f | DECLARATION: T ... . . . . the owner agree not hold Lepealie-
| Nkumpi Municipaiity liable for any theft or damage incurred relating to the use of the
! abovementioned asset.

. DEPARTMENT ASSET CONTROLLER
NAME AND SURNAME:

J SIGNATURE:

DATE:

DECLARATION: | ... . A ...the Depariment Asset Controller,
agree that Lepelie—leumpl Mumc,pallty is not the owner of the abovementionied asset.
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Coancil Approvat

oo Mmooy

' Resolution Number i ‘ng’ R&i\iﬂw\ L: |05/ Mg/'lo}‘*

| | ,. |
Signature < I

{/“\.‘_‘l

%
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