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REPORT OF THE AUDITOR — GENERAL ON THE ACCOUNTS OF
KHORIXAS TOWN COUNCIL
FOR THE FINANCIAL YEARS ENDED 30 JUNE 2018 TO 2021

1. DISCLAIMER OF AUDIT OPINION

I have audited the financial statements of the Town Council of Khorixas for the financial years ended
30 June 2018 to 30 June 2021, provided by the Accounting Officer as attached in Annexure A - E.
These financial statements comprise the statement of financial position, statement of financial
performance, statement of changes in Net Assets /Equity and statement of cash flows for the years
then ended, Notes to the Annual Financial Statement for the year then ended and a summary of
significant accounting policies.

In my opinion, because of the signiﬁcancé of the matters described in the Basis for Disclaimer of
audit Opinion paragraph, I have not been able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion. Accordingly, I do not express an audit opinion on the financial
statement.

2. BASIS FOR DISCLAIMER OF AUDIT OPINION

I conducted my audit in accordance with International Standards for Supreme Audit Institutions. My
responsibilities under those standards are further described in the Auditor’s responsibilities for the
audit of the financial statements section of my report. I am independent of the entity in accordance
with the code of ethics for Supreme Audit Institutions together with the ethical requirements that are
relevant to my audit of the financial statéments, and I have fulfilled my other ethical responsibilities
in accordance with these requirements and the code of ethics.

I believe that the audit evidence I have obtained is insufficient and inappropriate to provide a basis
for an audit opinion.

A disclaimer audit opinion is being expressed due to the following:

2.1 Revenue

The following were noted on the revenue or income:

e Property rates: The Town Council used expired or outdated property rates of 2016 in the
determination of rateable improvements and land value which were inconsistent with the
government gazette resulting in material misstatements amounting to N$ 7 972 695 (2021);
N$ 8 040 918 (2020); N$ 8 631 317 (2019) and N$ 8 773 979 (2018).

e Transfers from other government entities: No supporting evidence was provided. No bank
statements, correspondences or confirmation from government entities for transfers recognised.
This resulted in material misstatements of N$ 6 839 353 (2021); N$ 9 430 948 (2020);
N$ 2972 185 (2019) and N§ 5 250 222 (2018).



e Rental of facilities and equipment: No sufficient appropriate audit evidence was provided.
Lease agreements provided could not specify the monthly rental. No customer statements on
rental income. The content provided on the lease agreement was insufficient to perform audit
procedures resulting in limitation of scope. This resulted in a material misstatement amounting
to N$ 1 899 594 (2021); N$ 1 734 205 (2020); N$ 1 882 044 (2019) and N§$ 1 758 080 (2018).

e Sewerage fees: Auditors were not provided with the Debtor Meter enquiry Masterfile showing
the number of sewerage points per property as well as customer statement on some properties
requested. Auditors therefore could not perform recalculations and other audit procedures
resulting in limitation of scope. This resulted in a material misstatement amounting to
NS$ 4 851 373 (2021); N$ 4 693 091 (2020); N$ 937 699 (2019) and N§ 941 658 (2018).

e Refuse removal income: No sufficient audit evidence was provided to confirm the accuracy
and completes of refuse charges on most of the properties. This resulted in a material
misstatement amounting to N$ 4 059 113 (2021); N$ 4 174 609 (2020); N§ 3 722 048 (2019);
and N§ 837 475 (2018).

Consequently, the auditors were not able to express an opinion regarding the completeness, accuracy,
existence, presentation and disclosure of revenues or income reported.

° Interest expense

Due to lack of supporting audit evidence, the auditors were not able to confirm the occurrence,
accuracy and completeness of the interest paid amounting to N$§ 790 473 (2019) and
N$ 1 611 349 (2018). This resulted in limitation of scope.

2.2  Journal entry testing

Auditors could not verify the validity and appropriateness of the journal entries due to unavailability
of supporting documents and no further work could be performed; hence no opinion is expressed in
this regard. ;

Property, plant and equipment (PPE) - Additions and Depreciation calculation

Auditors could not obtain supporting documentation for the PPE additions amounting to
N$ 8 799 289 (2021); N$ 1 610 949 (2020); N$ 1 981 245 (2019); and N§ 4 865 826 (2018).

Due to lack of sufficient appropriate audit evidence, which includes the useful lives and residual
values in the Fixed Asset register, auditors could not perform depreciation recalculation. The
material misstatement due to lack of sufficient audit evidence amounted to N§ 3 531 448 (2021),
N$ 3 628 066 (2020); N$ 241 546 (2019) and N$ 289 729 (2018).



Consequently, the auditors were not able to confirm the existence, completeness, accuracy and
valuation presentation and disclosure of the reported amounts.

2.3 Trade and other receivables

The following were noted on the trade andAother, receivables:

Council could not provide Debtors Age Analysis on Consumer debtors: Water
No supporting documentation was provided to enable the auditors to perform subsequent receipt
testing on Trade Debtors, Treasurer Control Account.

e Unexplained differences of N$ 48 980452 (2021); N§$ 41 190 825 (2020); N§ 46 627 763 (2019);
and N$ 40 465 249 (2018) between the Debtors Aging Analysis and Annual Financial Statement
were noted on receivable from Exchange transactions.

e Basis for calculation of provision for bad debts was not provided resulting in limitation of scope.

Consequently, the auditors were not able to confirm the existence, completeness, accuracy, valuation,
rights and obligation as well as presentation and disclosure of the trade and other receivable amounts.

2.4 Inventory

There is no inventory register or valuation report for the inventory balance. No movement in
inventory balances for 2018, 2019, 2020 and 2021 despite new inventory purchased and issued
during the periods, thus resulting in limitation of scope on inventory movement amounting to
N$ 1 183 409 (2021); N$ 1 183 409 (2020); N§ 1 183 409 (2019) and N§ 1 183 409 (2018).

Consequently, the auditors were not able to confirm the existence, completeness, accuracy, valuation,
rights and obligation as well as presentation and disclosure of the amounts disclosed as inventory

2.5 Long Term Housing Receivable

Due to the lack of supporting documents for movement during the financial periods, auditors were
unable to express an opinion on the long-term housing funds receivable. The misstatement as a result
amounted to N§ 2 187 625 (2021); N$ 2 488 619 (2020); N§$ 2 441 994 (2019) and

N$ 3 007 124 (2018). '

Consequently, the auditors were not able to confirm the existence, completeness, accuracy, valuation,
rights and obligation as well as presentation and disclosure of the amounts disclosed as Long-term

Housing funds receivables.



2.6 Cash and cash equivalency
The following were noted:

e No bank statement provided resulting in unexplained differences for Standard bank between the
cash book and bank balance due to lack of bank statement. The unexplained differences
amounted to N$ 1 973 927 for 2019 and N$ 7 048 732 for 2018.

e A reconciling amount of N$ 999 841 could not be traced to bank statement afier year end for the
Standards bank account.

e No bank statement was provided for Namwater Joint venture account resulting in unexplained
differences between the Cashbook and the bank balance. The unexplained differences amounted
to N§ 3 930 618 (2021); N§ 1 269 222 (2020); and N§ 542 093 (2018).

e Unexplained differences on the short-term- deposits for 2020 financial period amounting to
N§ 24 300.

Consequently, the auditors were not able to express an opinion regarding the existence,
completeness, accuracy, valuation, rights and obligation as well as presentation and disclosure of the
amounts disclosed as cash and cash equivalents.

2.7 Trade and other payables.
Auditors are unable to provide an opinion on whether Accruals as per the Annual Financial
Statement are not materially misstated with regards to the assertions of existence, accuracy,

valuation and completeness owing to lack of Creditors listing.

The misstatement as a result amounted to N$ 90 810 515 (2021); N$ 53 879 469 (2020);
NS$ 41 646 437 (2019); and N$ 29 215 174 (2018).

2.8 Material unexplained variances

There were unexplained differences between closing balance as per the reconciliation of the VAT
returns submitted and what is shown in the Annual financial statements. The unexplained differences
amounted to N$ 1 549 328 (2021); N$ 923 839 (2020); N§ 281 794 (2019) and N§ 23 003 (2018).
Consequently, the auditors were not able to 9}(_pfess an opinion regarding the existence,
completeness, accuracy, valuation, rights and obligation as well as presentation and disclosure of the
amounts disclosed.

2.9 Employee benefits

During the audit of employee benefits, the following were noted:

e Unexplained differences between the payroll summary and the general ledger amounting to
N$ 138 958 (2021); N$ 81 787 (2020); N$ 1 720 255 (2019) and N$ 1 415 145 (2018).



Due to the material differences. as well as non- compliémce noted, the employee benefits were
materially misstated with regards to the accuracy and completeness. No other alternative procedures
could be performed.

2.10 Direct Equity Adjustment

Auditors noted an unsupported and unexplained adjustments to equity amounting to N$ 7 236 640
(2020); N$ 2 706 165 (2019) and N§ 2 094 727 (2018).

Consequently, the auditors were not- able to express an opinion regarding the existence,
completeness, accuracy, valuation, rights and obligation as well as presentation and disclosure to the
equity adjustments disclosed.

3. OTHER INFORMATION

Management is responsible for the other information. The auditor’s opinion on the financial
statements does not cover the other information and, accordingly, the auditor does not express any
form of assurance conclusion thereon. In connection with my audit of the financial statements, my
responsibility is to read the other information -and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or my knowledge obtained in the
audit or otherwise appears to be materially misstated. I have nothing to report in this regard.

4. RESPONSIBILITIES OF MANAGEMENT AND THOSE CHARGED WITH
GOVERNANCE FOR THE FINANCIAL STATEMENTS

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with Section 87(1) of the Local Authorities Act, 1992, such internal control as
management determines it necessary to enable the preparation of financial statements that are free
from material misstatement whether due to fraud or error.

In preparing the financial statements management is responsible for assessing the Entity’s ability to
continue as a going concern disclosing as applicable matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the entity or to cease
operations or has no realistic alternative but to do so.

Those charged with governance are responsible of overseeing the entity’s financial reporting process.

5. AUDITOR’S RESPONSIBILITY FOR THE AUDIT OF THE FINANCIAL
STATEMENTS

My objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error and to issue an auditor’s report that
includes my opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with the International Standards for Supreme Audit Institutions
(ISSAIs), will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or taken together, they could reasonably be



expected to influence the economic decisions of users. taken on the basis of these financial
statements.

As part of an audit in accordance with the International Standards for Supreme Audit Institutions, I
exercise professional scepticism throughout the audit, I also;

o Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to.provide a basis for my opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal controls. -

e Obtain an understanding of internal control fellevant. to the audit in order to design audit -
procedures that are appropriate in the circumstances, but not for expressing an opinion on the
effectiveness of the Entity’s internal control.

o Evaluate the appropriateness of accounting policies uses and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence, obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Entity’s ability to continue as a going
concern. If I conclude that a material uncertainty exists, I am required to draw attention in my
auditor’s report to the related disclosures ip the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence obtained up
to the date of my auditor’s report. However, future events or conditions may cause the Entity to
cease to continue as a going concern.

e Evaluate the overall presentation, structure and coﬁ_tent of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

e Communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies,
in internal control that I identify during my audit. -

e Provide those charged with governance with a statement that I have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence, and where applicable,
related safeguards.

From the matters communicated with those charged with governance, I determine those matters that
were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. I describe these matters in my auditor’s report unless law or
regulation precludes public disclosure about the matter or, when, in extremely rare circumstances, I
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determine that a matter should not be communicated in my report because the adverse consequences
of doing so would reasonably be expected to outweigh the public interest benefits of such

communication.

6. REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
(COMPLIANCE).

6.1 The financial statements were submitted later than required by the Accounting Officer to the
Auditor-General on 22 August 2023 instead of three months after the date of the financial
statements; as required by Section 87 (1) of the Local Authorities Act, 1992 (Act No. 23 of
1992).

6.2 Non-compliance with regards to the filing of employee tax returns.
U $ AY
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WINDHOEK, February 2025 JUNIAS ETUNA KANDJEKE
AUDITOR- GENERAL
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ANNEXURE B

TOWN COUNCIL OF KHORIXAS
STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 30 JUNE

© Statutory Accumulated Total net
Funds surplus assets/ equity
N$ N§ N§

Balance at 1 July 2016 48 281 908 (24 049 366) 24 232 542
Changes in net assets/equity

Surplus for the year - (2421 480) (2 421 480)
Prior year — direct adjustment to equity (698 676) - (698 676)
Total changes (698-676) (2 421 480) (3 120 156)
Balance at 1 July 2017 47 583 232 (19 374 352) 28 208 880
Changes in net assets/equity - - -
Surplus for the year : - (188 507) (188 507)
Prior year — direct adjustment to equity 9 737 564 - 9 737 564
Total changes 9 737 564 (188 507) 9 549 057
Balance at 1 July 2018 57 320 796 (21 657 588) 35 663 208
Changes in net assets/equity

Surplus for the year - (3 565 298) (3 565 298)
Prior year — direct adjustment to equity -2 346 351 - 2 346 351
Total changes 2 346 351 (3 565 298) (1218 947)
Balance at 1 July 2019 59 667 147 32 459 528) (27 207 619)
Changes in net assets/equity

Surplus for the year ' - (2 100 196) (2 100 1906)
Other 1 (5 962 527) - (5 962 527)
Total changes (5 962 527) (2 100 196) (8 062 723)
Balance at 1 July 2020 53 704 620 (34 559 723) 19 144 897
Changes in net assets/equity

Surplus for the year - (1 691 472) (1691 472)
Non cash movement (21 762 683) - (21 762 683)
Total changes (21 762 683) (1691 472) (23 454 155)
Balance at 30 June 2021 31 941 937 (36 251 195) (4 309 258)

*Total Net assets/equity not correcti_y caste"d.,‘ variance amount to N§ 2 234 876

11
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ANNEXURE E
TOWN COUNCIL OF KHORIXAS
NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE

1 ACCOUNTING POLICIES

1.1 Basis of presentation of the Annual Financial Statements

The annual financial statements have been prepared.in accordance with and comply with
International Public Sector Accounting Standards (IPSAS)-as approved by the line Minister in
consultation with audit Auditor General in accordance with Section 87 (1) of the Local Authorities
Act 23 of 1992 as amended.

These annual financial statements have been prepared;c')n‘ an accrual basis of accounting and are in
accordance with historical cost convention as the basis of measurement unless specified otherwise.
They are presented in Namibian Dollars. '

Assets liabilities revenues and expenses were not offsct except where offsetting is either required
or permitted by a Standard of IPSAS.

The financial statements have been prepared in accordance with accrual basis International Public
Sector Accounting Standards (IPSASs). The financial statements have been prepared using the
historical accounting basis. IPSAS 33 First Time Adoption of Accrual Basis International Public
Sector Accounting Standards allows a first-time adopter a period of up to 3 years to recognise
and/or measure certain assets and liabilities.

Transition statement

In its transition to accrual basis IPSAS The Town Council took advantage of exemptions that affect

fair presentation for reporting financial information as specified under IPSAS 33 paragraph 36. As

a result The Town Council is not able to make an explicit and unreserved statement of

compliance with accrual basis IPSAS in preparing its Transitional IPSAS Financial Statements for -
the reporting period ended 30 June 2019. The Town Council intends to recognise and/or measure -
its assets and liabilities as specified in IPSAS 33 paragraphs 39 and 40 by 2023 or an earlier period

where the relevant items are recognised and/or measured in the financial statements in accordance

with applicable or relevant IPSAS. Assets and liabilities have been reported in these transitional

financial statements in accordance with the entity’s newly adopted accrual basis IPSAS and the

accounting policies applicable thereto. IPSAS 33 paragraph 137 (a) requires that the Town Council

discloses progress made towards recognising- measuring- presenting and/or disclosing assets

liabilities revenue and/or expenses in accordance with adopted and applicable IPSAS. The council

has made minimum progress towards such. complrance however management shall relevant

IPSASs in future transactions as when they become necessary while putting in place measures to

ensure full compliance.
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ANNEXURE E

TOWN COUNCIL OF KHORIXAS .
NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE

Town council chose to utilise the followmg trans1t10nal exemptions that do affect the fair
presentation of the financial statements:

IPSAS 5 Borrowing Costs

IPSAS 12 Inventories

IPSAS 16 Investment Property

IPSAS 17 Property Plant and Equipment

IPSAS 19 Provision Contingent liabilities and Contingent Assets
IPSAS 20 Related Party Disclosure

IPSAS 30 Financial Instruments

IPSAS 31 Intangible Assets

IPSAS 32 Services Consession Arrangements: Grantor
IPSAS 35 Consolidated Financial Statements

IPSAS 36 Investments in Associates and Joint Ventures
IPSAS 39 Employee Benefits ' -

Transitional exemptions utilised that do not affect fair presentation of financial statements:

IPSAS 13 Leases

IPSAS 21 Impairment for Non-cash Generating Assets

IPSAS 26 Impairment of Cash Generating Assets IPSAS 28 Financial Instruments: Disclosure
TPSAS 29 Financial Instruments: Recognition and Measurement

IPSAS 37 Joint Arrangement

IPSASs to be adopted in full during 2019/2020 financial period:

IPSAS 1 Presentation of Financial Statements

IPSAS 2 Cash Flow Statements

IPSAS 3 Accounting Policies Changes in Accounting Estimates and Errors
IPSAS 9 Revenue from Exchange Transaction -

IPSAS 14 Events after Reporting Date -

IPSAS 22 Disclosure of information about the General Government Sectors
IPSAS 24 Presentation of Budget Information in the Financial Statement

A summary of the significant accounting policies which have been consistently applied in the

preparation of these annual financial statements are disclosed below. Certain accounting policies
are supported by reasonable and prudent judgment’s and estimates.
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ANNEXURE E
TOWN COUNCIL OF KHORIXAS :
NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE

1.1 Significant judgment and sources of ‘es't_imation iincertainty

In preparing these annual financial statements management is required to make estimates and
assumptions that affect the amounts represénted in the annual financial statements and related
disclosures. Use of available information and the application of judgment is inherent in the formation
of estimates. Actual results in the future could differ from these estimates which may be material to
the annual financial statements.

These estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period or in the period of the revision and future periods if the revision affects both
current and future periods

The following are the critical judgments and estimations that management have made in the process
of applying the Town Council’s Accounting. Policies and that have the most significant effect on the
amounts recognised in Annual Financial Statements:

Accounting Policy 1.3 on Revenue from Exchange Transactions and Accounting Policy 1.2 on
Revenue from Non-exchange Transactions describes the conditions under which revenue will be
recorded by the management of the Town Council.

In making their judgment the management considered the detailed criteria for the recognition of.
revenue asset outin IPSAS9 (Revenue from Exchange Transactions) and IPSAS23 (Revenue from
Non-exchange Transactions). As far as Revenué from Non-exchange Transactions is concerned (see
Basis of Preparation above) and in particular whether the Town Council when goods are sold had
transferred to the buyer the significant risks and réwards :of ownership of the goods and when
services is rendered whether the service has been rendered. Also of importance is the estimation
process involved in initially measuring revenue at the fair value thereof. Management of the council
is satisfied that recognition of the revenue in the current year is appropriate.

Estimation of meter readings:

Provisional estimates of consumption based on the consumption history are made monthly when
meter readings have not been performed. The provisional estimates of consumption are recognised as
revenue when invoiced except at year-end when estimates' of consumption up to year-end are
recorded as revenue without it being invoiced. Adjustments to provisional estimates of consumption
are made. in the invoicing period in which meters have been read. These adjustments are recognised
as revenue in the invoicing period. In respect of estimates of consumption between the last reading
date and the reporting date an accrual is made based - on the average monthly consumption of
consumers. -



ANNEXURE E

TOWN COUNCIL OF KHORIXAS
NOTES TO THE FINANCIAL STATEMENTS:-AT 30 JUNE

1.1 Significant judgements and sources of estimation uncertainty (continued) Revenue
recognition

Estimation of unused prepaid metered Services:

Estimates of unused consumption of prepaid metered services based on the consumption history are
made at year-end. Sales for prepaid metered services are recognised as revenue upon receipt of
payment for these services except at year-end when estimates for unused consumption up to year-
end are reversed from revenue and accrued as payment for services received in advance. These
accruals are reversed in the new: financial year to revenue again deemed to be consumed after 30
June.

In respect of estimates of consumption between the last date of purchase and the reporting date an
accrual for payments received in advance is made based on the average monthly consumption of
consumers.

Impairment of financial assets

Accounting Policy 1.7 on Financial Instruments sub-paragraph Impairment of Financial Assets
describes the process followed to determine the value at which Financial Assets should be impaired.
In making the estimation of the impairment the management of the Town Council considered the
detailed criteria of impairment and: used its judgments to select a variety of methods and make
assumptions that are mainly based on ‘market conditions existing at the end of the reporting period.
The management of the council is satisfied that. 1mpa1rment of Financial Assets recorded during the
year is appropriate.

Impairment of trade receivables: .

The calculation in respect of the impairment of debtors is based on an assessment of the extent to
which Debtors have defaulted on payments already due and an assessment of their ability to make
payments based on their credit worthiness. This is performed per service-identifiable categories
across all classes of debtors.

Useful lives of property plant and equipin‘ent intangible assets and investment property

As described in Accounting Policies 1.4 and 1.5 the Town Council depreciates its Property Plant &
Equipment and Investment Property and .amortises its Intangible Assets over the estimated useful
lives of the assets taking into account the residual values of the assets at the end of their useful lives
which is determined when the assets are available for use.

The estimation of residual values of assets is based on management’s judgments as to whether the

assets will be sold or used to the end of their useful lives and in what condition they will be at that
time. '
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TOWN COUNCIL OF KHORIXAS '
NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE

1.1 Significant judgements and sources of estimation uncertainty (continued)
Revenue recognition

Impairment: Write-down of property plant & equipment intangible assets investment
property and inventories

Accounting Policy on Impairment of Assets Accounting Policy 1.5 on Intangible Assets —
Subsequent Measurement Amortisation and Impairment and Accounting Policy 1.8 on Inventory —
Subsequent Measurement describe the conditions under which non-financial assets are tested for
potential impairment losses by the management. of the Town Council. Significant estimates and
judgements are made relating to impairment testing of Property Plant and Equipment impairment
testing of Intangible Assets and write-down of Inventories to the lowest of Cost and Net Realisable
Value

In making the above-mentioned estimates and Judgnent management considered the subsequent
measurement criteria and indicators of potential 1mpa1rment losses. In particular the calculation of
the recoverable service amount for PPE and Intanglble Assets and the Net Realisable Value for
Inventories involves significant judgment by management

Estimated impairments during the year to Inventory"Bro_peljty Plant and Equipment Intangible Assets
and Investment Property are disclosed in Notes 19 and to the Annual Financial Statements if
applicable.

1.2 Revenue from non-exchange transactions -

Revenue comprises gross inflows of economic benefits or service potential received and receivable
by the entity which represents an increase in net assets other than increases relating to contributions
from owners.

Fines are economic benefits or service potential received or receivable by entities as determined by a
court or other law enforcement body as a consequence of the breach of laws or regulations.

Non-exchange transactions are transactions that are- not exchange transactions. In a non-exchange
transaction an entity either receives value from another entlty without directly giving approximately
equal value in exchange or gives value to another ent1ty without directly receiving approximately
equal value in exchange. :
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TOWN COUNCIL OF KHORIXAS
NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE

1.2 Revenue from non-exchange transactions (continue)

Rates and taxes

Revenue from property rates is recognised when the legal entitlement to this revenue arises.
Collection charges are recognised when such amounts are legally enforceable. Penalty interest on
unpaid rates is recognised on a Time-proportionate Basis with reference to the principal amount
receivable and effective interest rate applicable. A composite rating system charging different rate
tariffs is employed. Rebates are granted to certain categories of ratepayers and are deducted from
revenue.

Government grants and receipts

Conditional grants donations and funding are recognised as revenue to the extent that the Town
council has complied with any of the criteria ¢onditions or obligations embodied in the agreement

Government grants that are receivable as.compensation for expenses or losses already incurred or for
the purpose of giving immediate financial support to the Town council with no future related costs
are recognised in Surplus or Deficit in the period in which they become receivable.

Interest earned on investments is treated in accordance with grant conditions. If it is payable to the
funder it is recorded as part of the creditor and if it is the Town council’s interest it is recognised as
interest earned in Surplus or Deficit.

Fines
Fines constitute both spot fines and summonses.

Revenue from fines is recognised when the. fine is issued at the full amount of the receivable. The
Town council uses estimates to determine thé amount of revenue that the council is entitled to
collect and that which is subject to further legal proceedings.

Public contributions
Revenue from public contributions is recognised when all conditions associated with the

contribution have been met or where the contribution is to finance property plant and equipment
when such items of property plant and equipment are brought into use.
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1.3 Revenue from exchange transactions

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

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

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

Sale of goods (including Houses)

Revenue from the sale of goods is recogmsed when all the following conditions have been
satisfied:

o the entity has transferred to the purchaser the significant risks and rewards of ownership of
the goods.

¢ the entity retains neither continuing managerial involvement to the degree usually associated
with ownership nor effective control over the goods sold; |

e the amount of revenue can be measured.r,eliqbl}'/,i ’

e it is probable that the economic benefits or service potential associated with the transaction .
will flow to the entity; and '

e the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Service charges
Service Charges are levied in terms of the approved: tariffs.

Service Charges relating to water are based on consumption. Meters are read on a monthly basis and
are recognised as revenue when invoiced. Provisional estimates of consumption based on the
consumption history are made monthly when meter readings have not been taken. The provisional
estimates of consumption are recognised as revenue when invoiced except at year-end when
estimates of consumption up to year-end are recorded as revenue without it being invoiced.
Adjustments to provisional estimates of consumption are made in the invoicing period in which
meter shave been read. These adjustments are recogmsed as revenue in the invoicing period. In
respect of estimates of consumption between the last readmg ‘date and the reporting date an accrual
is made based on the average monthly consumptlon of consumers
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1.3 Revenue from exchange transactions (continued) Rentals received

Service Charges relating to refuse removal are recognised on a monthly basis in arrears by applying
the approved tariff to all properties that have improvements. Tariffs are determined per category of
property usage and are levied based on the number of bins on each property.t

Service Charges relating to sewerage for residential properties are recognised on a monthly basis in
arrears by applying the approved tariff to all properties. Tariffs are levied based on the extent and /
or zoning of each property. All other properties are levied based on the water consumption using the
tariffs approved by Council and are levied monthly.

Interest royalties and dividends

Revenue arising from the use by others of the Town Council's assets yielding interest royalties and
dividends or similar distributions is recognised when:

. It is probable that the economic benefits or service potential associated with the transaction
will flow to the entity and
. The amount of the revenue can be measured reliably.

Interest is recognised in surplus or deficit using the effective interest rate method.

Royalties are recognised as they are camed in accordance with the substance of the relevant
agreements.

Dividends or similar distributions are recognised in surplus or deficit when the entity’s right to
receive payment has been established.

Prepaid water

Revenue from the sale of water prepaid meter cards are recognised at the point of sale. Revenue
from the prepaid sales is recognised based on an estimate of the prepaid service consumed as at the

reporting date.

Revenue from the rental of facilities .and equlpment is recognised on a straight-line basis over the
term of the lease agreement.
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1.4 Property plant and equipment

Property plant and equipment are tangible non-current assets (including infrastructure assets) that are
held for use in the production or supply of goods or services rental to others or for administrative
purposes and are expected to be used during more than one reporting period.

The cost of an item of property plant and equipment is rééo gnised as an asset when:
e it is probable that future economic benefits or serwce potential associated with the item will
flow to the entity; and
e the cost or fair value of the item can be measuréd reliably.

Property plant and equipment is initially measured at cost.

The cost of an item of property plant and equipment is the purchase price and other costs attributable
to bring the asset to the location and condition necessary for it to be capable of operating in the
manner intended by management. Trade discounts and rebates are deducted in arriving at the cost.

Where an asset is acquired through a non-exChange transaction its cost is its fair value as at date of
acquisition.

Where an item of property plant and equipment is-acquired in exchange for a non-monetary asset or
assets or a combination of assets and non-monetary assets the asset acquired is initially measured at
fair value (the cost). If the acquired item's fair Value was not determinable it’s deemed cost is the
carrying amount of the asset(s) given up.

Recognition of costs in the carrying amount of an item of property plant and equipment ceases when
the item is in the location and condition necessary for it to be capable of operating in the manner
intended by management.

Depreciation on assets other than land is caleulated on: cost using the reducing balance method to
allocate their cost or revalued amounts to their residual values over the estimated useful lives of the
assets. Each part of an item of Property Plant and Equipment with a cost that is significant in relation
to the total cost of the item is depreciated separately. °
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1.4 Property plant and equipment (contﬁmied)

The useful lives of items of property plant and equfpment have been assessed as follows:

Item o Average useful
life
Buildings
Improvements 8- 80
Leased
Motor Vehicles E 5-15
Infrastructure :
Electricity 10-50
Roads and storm water 8-100
Sanitation o _ 10-100
Solid Waste - z 5-100
Water ’ C 10-100
Community R L
Facilities ol . 5-100
Other . , ,
Computer equipment e : 3-10
Emergency equipment ‘ 5-10
Furniture and fittings 5-10
Motor vehicles _ 5-15
Office equipment 5-15
Plant and equipment _ : 4-15
Specialised vehicles " 5-15
Land

Land is stated at historical cost and is not, depreciated as it is deemed to have an indefinite useful
life. o

Incomplete construction work

Incomplete Construction Work is stated-at historical cost. Depreciation only commences when the
asset is available for use.
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1.4  Property plant and equipment (continued)
Leased assets

Assets capitalised under finance leases are depreéi_atedi:o'ver their expected useful lives on the same

basis as Property Plant and Equipment controlled by the Town council or where shorter the term of
the relevant lease if there is no reasonable certalnty that the Town Council will obtain ownership by
the end of the lease term.

Derecognition

The gain or loss arising from the derecognition of an item of Property Plant and Equipment is
included in surplus or deficit when the item is derecognised. Gains are not classified as revenue.

Transitional provision

The entity elected to adopt the Accrual Based IPSAS. framework with effect from 01 July 2018.
Furthermore it chose the same date as the beginning of the transitional period with a view to take
advantage of the exemptions provided by IPSAS 33 paragraph 36 and 38 (2020). Therefore the
initial measurement of an item of property plant and equipment acquired in an exchange of assets
transaction shall be applied prospectively only to future transactions.

The entity used the transitional provision in IP_SAS 17 (2020) which provide entities with a period
of up to three years to recognise all property plant and equipment and make the associated
measurement and disclosure form the date of its first application.

1.5 Intangible assets
Initial recognition.

Identifiable non-monetary assets without physical substance are classified and recognised as
Intangible Assets.

For internally generated Intangible Assets all research expenditure is recognised as an expense as it

is incurred and costs incurred on development projects are recognised as Intangible Assets in-
accordance with IPSAS 31 (Intangible Assets). ‘Development costs previously recognised as an

expense are not recognised as an asset in a subsequent period. Capitalised development costs are

recorded as Intangible Assets and amortised from the.point at which the asset is available for use.

Development assets are tested for impairment ahnually: -

Intangible assets are initially recognised at cost.
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1.5 Intangible assets (contmued)

Where an intangible asset is acquired by the Town Council for no or nominal consideration (i.e.
anon-exchange transaction) the cost is deemed to be equal to the fair value of that asset on the date
acquired.

The cost of an intangible asset acquired in exchange for non-monetary assets or monetary assets or a
combination of monetary and non-monetary assets is measured at the fair value of the asset given up
unless the fair value of the asset received is more clearly evident.

If the acquired item could not be measured. at its fair value its cost is measured at the carrying
amount of the asset given up. If the acquired item's fair value was not determinable it’s deemed cost

is the carrying amount of the asset(s) glven up.

Repairs and maintenance are expenses: incurred through servicing equipment or repairing of existing
assets. These expenses are not recogmsed in the carrying value of the asset but directly recognised
in Surplus or Deficit and measured at cost.

Subsequent Measurement Amortisation and Impairment

Amortisation is provided to write down thé intangible assets on a straight-line basis to their residual
values as follows:

Item : . Useful life

Computer software other . ' 3-5 years
Derecognition

The gain or loss is the difference between the net disposal proceeds if any and the carrying amount.
It is recognised in surplus or deficit when the. asset is derecognised. Gains are not classified as

Revenue

1.6 Leases

A lease is classified as a finance lease if it transfers: substantially all the risks and rewards incidental
to ownership. A lease is classified as an: operatlng lease if it does not transfer substantially all the
risks and rewards incidental to ownershlp
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1.6 Leases (continued)
Finance leases - lessee
Operating Leases

Council recognises operating lease rentals as an expense in Surplus or Deficit on a Straight-line
Basis over the term of the relevant lease: The'différehce_between the amounts recognised as an
expense and the contractual payments are recognised as an operating lease asset or liability. Any
lease incentives are included as part of the net consideration agreed.

1.6.2 The Council as a Lessor

Amounts due from lessees under Finance Leases or instalment sale agreements are recorded as
receivables at the amount of the Town council’s net investment in the leases. Finance lease or
instalment sale revenue is allocated to accounting 'periods'so as to reflect a constant periodic rate of
return on the council’s net invesiment out standlng in. respect of the leases or instalment sale
agreements.

Rental revenue from Operating Leases is recogmsed on a. Straight-line Basis over the term of the
relevant lease.

1.7 Financial instruments

The council has various types of Financial Instruments and these can be broadly categorised as
Financial Assets Financial Liabilities or Residual Interests in accordance with the substance of the
contractual agreement.

Initial Recognition

Financial Assets and Financial Liabilities are récognised when it becomes party to the contractual
provisions of the instrument.

The council does not offset a Financial Asset and a*Finaricial Liability unless a legally enforceable

right to set off the recognised amounts currently exiét and the council intends either to settle on a net
basis or to realise the asset and settle the hablhty simultaneously.
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1.7 Financial instruments (continued)
Fair Value Methods and Assumptions

The fair value of financial instruments is determined as follows:

e The fair values of quoted investments are based on current bid prices.

e the market for a Financial Asset is not active (and for unlisted securities) the council
establishes fair value by using valuation teéchniques. These include the use of recent arm’s
length transactions reference to other instruments that are substantially the same discounted
cash flow analysis and option pricing models making maximum use of market inputs and
relying as little as possible on entity-specific inputs.

Classification

The entity has the following types of financial assets (classes and category) as reflected on the face
of the statement of financial position or in the notes thereto:

Class - Category

Trade receivables e Fiha_ncial asset measured at amortised cost
Other receivables Financial asset measured at amortised cost
Cash and Cash Equivalents . Financial asset measured at fair value

Trade and Other Receivables (excluding Value-Added Taxation Prepayments and Operating Lease
receivables) Loans to Municipal Entities and Loans that have fixed and determinable payments that
are not quoted in an active market are classified as Financial Assets at Amortised Cost.

Cash includes cash-on-hand (including petty cash) and cash with banks (including call deposits). For
the purposes of the Cash Flow Statement Cash and Cash Equivalents comprise cash-on-hand and
deposits held on call with banks net of bank overdrafts.

The entity has the following types of financial liabilities (classes and category) as reflected on the
face of the statement of financial position or in the notes thereto:

Class Category
Trade receivables ' Financial liability measured at
amortised cost
Other receivables _ Financial liability measured at amortised cost
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1.7 Financial instruments (continued)

Bank Overdrafts are recorded based on the facilify utilised. Finance charges on bank overdrafts are
expensed as incurred through statement of financial performance.

Initial and subsequent measurement of financial assets and financial liabilities
Financial assets:
At Fair Value through Surplus or Deficit

Financial Assets at Fair Value through Surplus and Deficit are initially and subsequently at the end of
each financial year measured at fair value with the-profit or loss being recognised in Surplus or
Deficit. :

Held-to-Maturity Investments

Held-to-Maturity Investments are initially measured. at” fair value plus transaction costs that are
directly attributable to the acqu1s1t10n or issue of the financial asset. Subsequently these assets are
measured at amortised cost using the Effective Interest Methodlessness’ impairment with revenue
recognised on an Effective Yield Basis.

Loans and Receivables

Loans and Receivables are initially recognised. at fair.value plus transaction costs that are directly
attributable to the acquisition or issue of the ﬁnanci'al asset. After initial recognition Loans and
Receivables are measured at amortised cost using the Effective Interest Rate Method less a provision
for impairment.

Financial Liabilities:
At Fair Value through Surplus or Deficit

Financial Liabilities that are measured at Fair Value through Surplus or Deficit are stated at Fair
Value with any resulted gain or loss recognised in Surplus or Deficit.
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At Amortised Cost

Any other Financial Liabilities are classified as Other Financial Liabilities (All Payables Loans and
Borrowings are classified as Other Liabilities)- and are initially measured at Fair Value net of
transaction costs. Trade and Other Payables Interest-bearing Debt including Finance Lease Liabilities
Non-interest-bearing Debt and Bank Borrowings are subsequently measured at amortised cost using
the Effective Interest Rate Method. Interest expense is recognised in Surplus or Deficit by applying
the effective interest rate.

Bank Borrowings consisting of interest-bearing short-term bank loans repayable on demand and over
drafts are recorded at the proceeds received.:Finance costs are accounted for using the Accrual Basis
and are added to the carrying amount of the bank borrowing to the extent that they are not settled in
the period that they arise.

Prepayments are carried at cost less any accumulated impairment losses.

Impairment of financial assets:

Financial Assets other than those at fair value are assessed for indicators of impairment at the end of
each reporting period. Financial Assets are impaired where there is objective evidence of impairment
of Financial Assets (such as the probability of in solvency or significant financial difficulties of the
debtor). If there is such evidence the recoverable amount is estimated and an impairment loss is
recognised through the use of an allowance account.

Financial Assets at Amortised Cost

A provision for impairment of Accounts Receivables is established when there is objective evidence
that the council will not be able to collect all amounts due according to the original terms of
receivables. The provision is made whereby.the recoverability of accounts receivable is assessed
individually and then collectively after grouping the assets in financial assets with similar credit risk
characteristics. The amount of the provision is the difference between the Financial Asset’s carrying
amount and the present value of estimated future cash flows discounted at the original effective
interest rate. Future cash flows in a group of Financial Assets that are collectively evaluated for
impairment are estimated on the basis of historical loss experience for assets with credit risk
characteristics similar to those in the group. Cash flows relating to short-term receivables are not
discounted where the effect of discounting is immaterial.

The carrying amount of the Financial Asset is reduced by the impairment loss directly for all
Financial Assets carried at Amortised Cost with the exception of Consumer Debtors where the
carrying amount is reduced through the use of an allowance account. When a Consumer Debtor is
considered uncollectible it is written off against the allowance account.

Subsequent recoveries of amounts previously written off are credited against revenue. Changes in the
carrying amount of the allowance account are recognised in Surplus or Deficit.
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1.7 Financial instruments (continued)
Financial Assets Available-for-Sale

When a decline in the fair value of an available- for—sale financial asset has been recognised directly
in net assets and there is objective evidence that the asset is impaired the cumulative loss that had
been recognised directly in net assets shall be removed and recognised in Surplus or Deficit even
though the financial asset has not been derecognised.

The amount of the cumulative loss that is removed from net assets and recognised in Surplus or
Deficit is the difference between the acquisition cost (net of any principal repayment and
amortisation) and current fair value less any impairment loss on that financial asset previously
recognised in Surplus or Deficit. =

Impairment losses recognised in Surplus or Deficit for an investment in an equity instrument
classified as available-for-sale are not reversed through Surplus or Deficit.

If in a subsequent period the fair value of a debt instrument classified as available-for-sale increases
and the increase can be objectively related “to an event occurring after the impairment loss is
recognised in Surplus or Deficit the 1mpa1rment loss must be reversed with the amount of the reversal
recognised in Surplus or Deficit.

The entity measures a financial asset and ﬁnancia,li-liability initially at its fair value [if subsequently
measured at fair value].

The entity first assesses whether the substance of-a concessionary loan is in fact a loan. On initial
recognition the entity analyses a concessionary loan into its component parts and accounts for each
component separately. The entity accounts for that part of a concessionary loan that is:

e a social benefit in accordance with the Framéwork for the Preparation and Presentation of
Financial Statements where it is the issuer of the loan; or

* non-exchange revenue in accordance with the Standard of IPSAS on Revenue from Non-
exchange Transactions (Taxes and Transfers) where it is the recipient of the loan.

Derecognition

Financial assets

The council derecognises Financial Assets only when. the contractual rights to the cash flows from
the asset expires or it transfers the Financial:Asset and substantially all the risks and rewards of
ownership of the asset to another entity except when Council approves the write-off of Financial
Assets due to non-recoverability.
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TOWN COUNCIL OF KHORIXAS
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1.7 Financial instruments (continued)
Derecognition
Financial assets

If the council neither transfers nor retains SuBstanfially all the risks and rewards of ownership and
continues to control the transferred asset the council recognises its retained interest in the asset and
an associated liability for amounts it may have to pay. .

If the council retains substantially all the riSks and rewards of ownership of a transferred Financial
Asset the council continues to recognise the Financial Asset and also recognises a collateralised
borrowing for the proceeds received.

Financial liabilities
The council derecognises Financial Llablhtles when and only when council’s obligations are

discharged cancelled or they expire.

The council recognises the difference between the carrylng amount of the Financial Liability (or part
of a Financial Liability) extinguished or transferred to another party and the consideration paid
including any non-cash assets transferred or 11_21b111t1§s assumed in Surplus or Deficit.

1.8 Inventories

Initial Recognition

Accounting Policies

Inventories are initially measured at cost except where inventories are acquired through a non-
exchange transaction then their costs are their fair value as at the date of acquisition. The cost of
inventories comprises of all costs of pur'ghaise costs'of conversion and other costs incurred in bringing
the inventories to their present location and condition. .-

Subsequently inventories are measured atthé lowe'r:'of cost and net realisable value.

Net realisable value is the estimated selling price in the ordinary course of operations less the
estimated costs of completion and the estimated costs necessary to make the sale exchange or
distribution.

Where Inventory is acquired by the town council for no or nominal consideration (i.e. anon-exchange
transaction) the cost is deemed to be equal to the fair value of the item on the date acquired.
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1.8 Inventories (continued)

Direct costs relating to properties that will be sold as Inventory are accumulated for each separately
identifiable development. Costs also include a proportion of overhead costs.

Subsequent Measurement

Consumable Stores Raw Materials Work-in—ProgreSs and Finished Goods

Inventories sold are valued at the lower of cost and net realisable value. The cost is determined using
the FIFO Method. Consumable stores raw materials work-in-progress inventories distributed at no
charge or for a nominal charge and Finished- goods are valued at the lower of cost and current
replacement cost. The cost is determined using the FIFO Method.

Water Inventory

Water is regarded as Inventory when the Town Council purchases water in bulk with the intention to
resell it to the consumers or to use it internally or where the Town Council has incurred purification
costs on water obtained from natural resources (rain rivers springs boreholes etc). However water
in dams that are filled by natural resources and that has not yet been treated that is under the control
of the Town Council but cannot be measured reliably as there is no cost attached to the water is
therefore not recognised in the Statement of Financial Position.

The basis of determining the cost of water purchased and not yet sold at reporting date comprises all
costs of purchase cost of conversion and other costs incurred in bringing the Inventory to its present
location and condition net of trade discounts and rebates

Water and purified effluent are valued by usmg the Welghted Average Method at the lowest of
purified cost and net realisable value insofar as it is stored and controlled in the distribution network
at year-end.

Other Arrangements

Redundant and slow-moving Inventories identified are written down from cost to current replacement
cost if applicable. Inventories identified to be sold by public. auction are written down from cost to
net realisable value with regard to their estimated economic or reliable values. Net realisable value is
the estimated selling price in the ordinary course of business less applicable variable selling
expenses.

Differences arising on the measurement of. such Ini/entory at the lower of cost and current

replacement cost or net realisable value are reco gnlsed n Surplus or Deficit in the year in which they
arise.
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1.8  Inventories (continued)

The amount of any reversal of any write-down of Inventories arising from an increase in current
replacement cost or net realisable value is recognised as a reduction in the amount of Inventories
recognised as an expense in the period in which the reversal occurs.

The carrying amount of Inventories is recognised as an expense in the period that the Inventory was
sold distributed written off or consumed unless that cost qualifies for capitalisation to the cost of
another asset.

1.9 Provisions and contingencies

The best estimate of the expenditure requlred to settlé the present obligation is the amount that the
council would rationally pay to settle the obligation at the reporting date or to transfer it to a third
party at that time and are determined: by the: Judgment of the management of the  council
supplemented by experience of similar fransactions and in some cases reports from independent
experts. The evidence considered includes any’additional evidence provided by events after the
reporting date.

Uncertainties surrounding the amount to be recognised as a provision are dealt with by various means
according to the circumstances. Where the provision being measured involves a large population of
items the obligation is estimated by weighting all possible outcomes by their associated probabilities.

Future events that may affect the amount rcqulred to settle an obligation are reflected in the amount
of a provision where there is sufficient objective evidence that they will occur. Gains from the
expected disposal of assets are not taken into. account in measuring a provision. Provisions are not
recognised for future operating losses. The present obligation under an onerous contract is recognised
and measured as a provision. An onerous contract is a contract in which the unavoidable costs of
meeting the obligations under the contract exceed the economic benefits expected to be received
under it. The unavoidable costs under a contract reflect the least net cost of exiting from the contract
which is the lower of the cost of fulfilling it and any compensation or penalties arising from failure to
fulfil it — this unavoidable cost resulting from the contract is the amount of the provision to be

recognised.

Provisions are reviewed at reporting date and the amount of a provision is the present value of the
expenditure expected to be required to settle the obligation.

When the effect of discounting is material prdvisions are determined by discounting the expected
future cash flows that reflect current market assessments of the time value of money. The impact of
the periodic unwinding of the discount is recognised in Surplus or Deficit as a finance cost as it
occurs.
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1.9 Provisions and contingencies (Continued)
Decommissioning restoration and similar liability

Estimated long-term environmental provisions comprising rehabilitation and land fill site closure are
based on the council’s policy taking into account current technological environmental and regulatory
requirements. The provision for rehabilitation is recognised.as and when the environmental liability
arises. To the extent that the obligations. relaté to the asset they are capitalised as part of the cost of
those assets. Any subsequent changes to an obligationtthét did not relate to the initial related asset are
charged to Surplus or Deficit.

Contingent assets and contingent liabilities
Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note.
1.10 Employee benefits

Employee benefits are all forms of consideration given by an entity in exchange for service rendered
by employees.

Short-term employee benefits

Short-term employee benefits are employee benefits (dther than termination benefits) that are due to
be settled within twelve months after the end of the period in which the employees render the related
service.

Short-term employee benefits include items such as:
e wages salaries and social security contributions.
¢ short-term compensated absences (such as paid annual leave and paid sick leave) where the
compensation for the absences is due to be settled within twelve months after the end of the
reporting period in which the employees render the related employee service.
e bonus incentive and performance related payments payable within twelve months after the
end of the reporting period in which the employees render the related service; and

The costs of all short-term employee benefits such as leave pay are recognised during the period in
which the employee renders the related service. The liability for leave pay is based on the total

accrued leave days at year end and is shown as a creditor in the Statement of Financial Position.

The council recognises the expected cost of performance bonuses only when the council has a present
legal or constructive obligation to make such payment and a reliable estimate can be made.
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1.10 Employee benefits (Continued)

Post-employment benefits

The council provides retirement benefits for i_tsw.eir'npl(.)'yees.
Post-employment benefits: Defined. contrib.ﬁﬁaﬁ plans

Defined contribution plans are post-employment benefit plans under which an entity pays fixed
contributions into a separate entity (a fund) and will have no legal or constructive obligation to pay
further contributions if the fund does not hold sufficient assets to pay all employee benefits relating
to employee service in the current and prior periods. .

The council’s contributions to the defined contribution funds are established in terms of the rules
governing those plans. Contributions are recognised in Surplus or Deficit in the period in which the
service is rendered by the relevant employees. The contributions are recognised as employee benefit
expense when they are due. Prepaid contributions are recognised as an asset to the extent that a cash
refund or a reduction in the future payments is available.

1.11 Borrowing costs

The council uses the Benchmark treatment of Borrowing costs as such borrowing costs are
recognised as an expense in the period in which they are incurred regardless of how the borrowing

costs were applied.
1.12 Related parties

Individuals as well as their close family members and / or entities are related parties if one party has
the ability directly or indirectly to control or jointly control the other party or exercise significant
influence over the other party in making ‘financial and/ or operating decisions. Management is
regarded as a related party and comprises the ‘Mayor Management Committee Members Council
Members Chief Executive Officer and all other Strategic Executive Officers reporting directly to the
Chief Executive Officer or as designated by the Chief Executive Officer.

1.13 Going concern assumption

At 30 June 2021 the Council's Current Liabilities exceeded its Current Assets. In addition the Council
was not spared from the impact of Covid-19 and related effects. However the council have prepared
the Annual Financial Statements under-the Going Concern Assumption based on management
assumptions as set out in Note 22 to the Annual Financial Statements.
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1.14 Net assets
Statutory fund

The Housing Fund was established in terms of Section 58 of the Local Authorities Act 1992 (Act 23
of 1992).

The Housing Fund contains all proceeds from housing developments which include proceeds of loans
raised rental income redemption of loans granted sale of houses interest from investments and other
moneys accruing to the fund. Unexpended moneys in the Housing Fund which are not required for
immediate use may be invested with such financial institution as may be approved by the Minister.

Monies standing to the credit of the Housing Fund dre used only for purposes of the construction
acquisition or maintenance of dwellings; loans granted; repayment of loans raised; costs incurred in
connection with the administration of housing schémes and any other purpose approved in writing by
the Minister.

Accumulated Surplus

The Accumulated Surplus contains accumulated surpluses after appropriations to and from Statutory
Funds.

1.15 Grants-In-Aid

The council transfers money to individual’s organisations and their sectors of government from time
to time. When making these transfers the council does not:
(a) Receive any goods or services directly in return as would be expected in a purchase or sale
transaction;
(b) Expect to be repaid in future; or
(c) Expect a financial return as would be expected from an investment.

These transfers are recognised in Surplus or ' Deficit as.expenses in the period that the events giving
rise to the transfer occurred.
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1.16 Value Added Tax

The council accounts for Value Added Tax in :e;ccé)rdéhce with section 18 of the Value-Added Tax
Act (Act No 10 of 2000).

1.17 Material losses

Due to their significance, the complete calculation of water losses is provided including the opening
balance, purchases, sales and closing balance where applicable. For water the unit rate is measured
based on the Weighted Average Method as defined by IPSAS 12 (Inventories).

1.18 Commitments

Commitments are future expenditure to which the council committed and that will result in the out
flow of resources. '

Commitments are not recognised in the '-Sfateméﬁt of Financial Position as a liability or as
expenditure in Surplus or Deficit but are! included in the disclosure Notes. A distinction is made
between capital and current commitments.

1.19 Events after reporting date
Events after the reporting date that are classified as adjusting events have been accounted for in the

Annual Financial Statements. The events after the reporting date that are classified as Non-adjusting
Events after the Reporting Date have been distlosed in Notes to the Annual Financial Statements.
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TOWN COUNCIL OF KHORIXAS
NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE

ANNEXURE E

18. Property plant and equipment ('con'tinued)'

Reconciliation of property
and equipment — 2021

Buildings

Plant and machinery

Furniture and fixtures

Motor vehicles

Office equipment

IT equipment

Infrastructure

Dump sites Bins and containers

Reconciliation of property
and equinment - 2020

Buildings

Plant and machinery
Furniture and fixtures
Motor vehicles
Office equipment

IT equipment
Infrastructure

Bins and containers

plant

plant

Opening  Additions  Depreciation Total
balance
N§$ N$ NS$ NS$
3 870 392 - (216 438) 3653 954
142 322 - (78 953) 63 369
72 524 - (11 450) 61074
291 631 - (146 375) 145 256
. 1136 531 - (13 056) 123 475
T 313474 - (49 283) 264 191
45368260 8799289 (2961 965) 51205 584
178 158 - (53 928) 124 230
50373292 8799 289 (3531448) 55641133
Opening Additions  Depreciation Total
balance
N$ N§ N$ N§$
‘4 086.830 - (216 438) 3 870392
221271 - (78 949) 142 322
82111 1 863 (11 450) 72 524
438 006 - (146 375) 291 631
- 134364 153 437 (151 270) 136 531
370 722 41317 (98 565) 313 474
1 42:305.040 6097 373 (3034 153) 45368260
205 122 - (26 964) 178 158
47843466 6293 990 (3764 164) 50373292
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TOWN COUNCIL OF KHORIXAS

ANNEXURE E

NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE

Reconciliation of property
and equipment - 2019

Buildings
Plant and machinery

Fumniture and fixtures
Motor vehicles
Office equipment

IT equipment
Infrastructure

Bins and containers

Reconciliation of property
and equipment - 2018

Buildings

Plant and machinery
Furniture and fixtures
Motor vehicles

Office equipment
IT equipment
Infrastructure

Bins and containers

plant

plant

Ob'ening

~ Additions Depreciation Total
balance
N§ N§ N§$ N§
4100 300 - (13 470) 4 086 830
270 902 - (49 631) 221271
91 234 - (9 123) 82111
547 507 - (109 501) 438 006
75975 65 986 (7 597) 134 364
1295294 - - 104957 (29 529) 370 722
40,499 971'.__ . 1810302 (5233) 42305040
222585 ; (17 463) 205 122
46'103 768' 1 981 245 (241 547) 47 843 466
Opening Additions  Depreciation Total
balance °
N$ N§ N$ N$
4114479 - (14 179) 4100 300
- 1332308 - (61 406) 270 902
1013717 - (10 137) 91 234
684384 - (136 877) 547 507
"84 416 - (8 441) 75 975
249 089 79 016 (32 811) 295 294
35639933 4865 826 (5788) 40499 971
242 674 - (20 089) 222 585
41448 654 4944 842 (289 728) 46103 468
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TOWN COUNCIL OF KHORIXAS

NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE

ANNEXURE E

Reconciliation of property plant
and equipment - 2017

Buildings

Plant and machinery
Furniture and fixtures
Motor vehicles
Office equipment

IT equipment
Infrastructure

Bins and containers

Deemed cost

Opening Additions  Depreciation Total
balance

NS N$ N$ N$
"4 285 667 43 095 (214283) 4114479
394756 _ (62 448) 332 308
112 635 - (11 264) 101 371
426 203 305 673 (47 492) 634 384
81 515 11 052 (8 151) 84 416
158236 109 301 (18 448) 249 089
. 32560744 5614498 (2535309) 35639933
269 638 - (29964)  *242 674
38289394 6083619 (2924359) 41448 654

Deemed cost was determined using prior year audited figures.

* Bins and containers -Figure not correctly casted, difference N$ 3 000.
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ANNEXURE E
TOWN COUNCIL OF KHORIXAS . _
NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE

2021 2020 2019 2018 2017
N$ N§ NS NS N§
19. Payables under
Trade payables 87,859,771 51489415 41271801 29124944 24249 048
Deposits received 92 839 - 192 839 92 839 90 230 76 361

87952 610 51582254 41364640 29215174 24 325 409

Staff Leave: : _
Leave accrues to the staff of the council on an annual basis subject to certain conditions. The
provision is an estimate of the amount due at the reporting date.

20. Funds .
Statutory funds 31941937 53704 620 59 667147 57320796 47 583232

. 52



TOWN COUNCIL OF KHORIXAS

ANNEXURE E

NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE

21. Councilors and management

N$

N§

No emoluments were paid to the directors or any individuals holding a prescribed office during the

year.

Councilors

2021

ClIr Gaeses L (Mayor)

Cllr Useb G (Deputy Mayor)
Clir Hendricks M (Chair MC)
Clir Hoaes P (MC Member)
Cllr Futika J (MC Member)
Cllr Ganes S (Council Member)
Cllr Nanuseb N T (Council Member)
Clir Nauses EV

ClIr Goagoseb G

Cllr Hoawoseb E E

Cllr Nanub EEU

2020

Cllr Tjuunduwa K
Cllr Nauses EV
Cllr Geises E

ClIr Goagoseb G
Cllr Goawoseb E E
Cllr Nanub EE U

2019

Clir Geises E (Mayor)

ClIr Nanub E E U (Deputy Mayor)
Clir Howoseb E E

ClIr Hoeseb L (Member: Management
Committee)

Cllr Nauses EV

CliIr Tjuunduwa K

Emoluments Total
85 847 85 847

44 891 44 891

47 094 47 094

39 181 39 181
33584 33584
37674 37 674

37 684 37 684

32 065 32 065

27 986 27 986
29910 29910
29910 29910
*%445 826 445 826
Emoluments Total
5813 5813

6 028 6 028

5597 5597

5382 5382

5382 5382

6 028 6 028

*%*34 23() 34230
Emoluments Total
86118 86 118

74201 74201

66 090 66 090

27 986 27 986

59 202 59202

64 584 64 584
*%378 181 378 181
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TOWN COUNCIL OF KHORIXAS
NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE

ANNEXURE E

2018

CllIr Geises E (Mayor)

Clir Nanub E E U (Deputy Mayor)

Clir Gaeses L (Chair: Management Committee)
Cllr Howoseb E E

ClIr Goagoseb G (Member: Management
Committee)

Cllr Nauses E V

Clir Tjuunduwa K

* Other benefits comprise travel allowance and médiéal benefits

2021
CEO and Heads of Departments officer

2020
CEO and Heads of Departments officer

2019
CEO and Heads of Departments officer

2018
CEO and Heads of Departments officer

N$ N$
Emoluments Total
78 333 78 333 .
70 770 70 770
67 167 67 167
65 876 65 876
73170 73170
77 042 77 042
75 814 75 814
**508 172 508 172
Emoluments Total
2292770 2292770
Emoluments Total
2476 661 2476 661
Emoluments Total
2 789 438 2 789 438
Emoluments Total
2228 207 2228 207

**Figures differ from Note 9, in 2018 to 2021 '\:}ariénce amounting to N$ 46 000, N$ 445 099,

N§$ 108 051 and N$ 25 081 respectively

54



ANNEXURE E

TOWN COUNCIL OF KHORIXAS
NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE

22. Going concern

Management considered the fact that the council continue to have the capacity and ability to collect
rates and taxes from residents who are its keys customers.

(i) Strict daily cash management processes are embedded in the council’s operations to manage and
monitor all actual cash inflows and cash outflows in terms of the Budget.

(ii) As the council has the power to levy fees tariffs and charges this will result in an ongoing
inflow of revenue to support the ongoing delivery of municipal services.

(iv) The council continue to receive financial support for capital projects and its operations from
the central government through the Ministry of Urban and Rural Development.

Taking the afore mentioned into account management has prepared the Annual Financial Statements
on the Going Concern Basis.

23. Events after the reporting date

No events having financial implications requiring disclosure occurred subsequent to 30 June 2021.
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