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ACRONYMS

CFO: Chief Financial Officer

CCR Capital Replacement Reserve

EFF External Financing Fund

GRAP: Generally Recognised Accounting Practice
HOD: Head of Department

MFMA: Municipal Finance Management Act (No. 56 of 2003)
MM: Municipal Manager (i.e. Accounting Officer)
MSA.: Municipal Systems Act (No. 32 of 2000)
PPE: Property, Plant and Equipment

SCM Supply Chain Management

VAT Value Added Tax
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1.

2.

Introduction

Whereas Section 63 of the Municipal Finance Management Act, 2003 (Act no. 56 of 2003)
states that the accounting officer of a municipality is responsible for the management of the
assets of the municipality, including the safe-guarding and the maintenance of these
assets.

Section 14 of the Municipal Finance Management Act, 2003 (Act no. 56 of 2003)
determines that a municipal council may not dispose of assets required to provide minimum
services.

The Municipal Asset Transfer Regulations {(Government Gazette 31346 dated 22 August
2008) regulates the transfer and disposal of capital assets by Municipalities and the
granting by Municipalities of rights to use, control or manage capital assets.

And whereas the municipal manager as custodian of municipal funds and assets is
responsible for the implementation of the asset management policy which regulate the
acquisition, safeguarding and maintenance of all assets;

And whereas these assets must be protected over their useful life and may be used in the
production or supply of goods and services or for administrative purposes;

Therefore the municipal council of the Mbhashe Local Municipality adopts the following
asset management policy.

Objectives of the Policy

The MFMA was introduced with the objective of improving accounting in the municipalities sector.

Good asset management is critical to any environment whether in the private or public sector.

The principal objective of asset management is to enable the Municipality to meet its service
delivery objectives efficiently and effectively;

Effective asset management also makes the most of the service potential of assets by
ensuring they are appropriately used and maintained;



To ensure that all responsible parties are aware of their roles and responsibilities regarding
the assets of the municipality. It focuses attention on results by clearly assigning
responsibility, accountability and reporting requirements;

To set out the accounting treatment for assets acquired and used by the Municipality;
and

To prescribe the administrative guidelines and internal control procedures to be foliowed by
persons in control of Municipal assets.



3. Definitions

In this policy unless the context indicates otherwise:-

Accounting Officer

Asset

Capital Asset

Carrying Amount

Chief Financial Officer

Community Assets

Cost

Means the Municipal Manager appointed in terms of Section 82 of
The Local Government: Municipal Structures Act, 1998 (Act no.
117 of 1998) and being the head of administration and accounting
officer in terms of section 55 of the Local Government: Municipal
Systems Act 2000 (Act no. 32 of 2000).

An “Asset" is a resource controlled by the entity as a result of past
events and from which future economic benefits or services

potential are expected to flow to the entity?

In terms of GRAP 17, Property, plant and equipment are tangible
items that:

a) Are held for use in the production or supply of goods and
services, for rental to others, or for administrative purposes, and

b) Are expected to be used during more than one reporting
period

Capital Assets are items of Biological Assets, Intangible Assets,
and Investment Property or Property, Plant or Equipment defined
in the individual GRAP Standards.

The amount at which an asset is recognized after deducting any
accumulated depreciation and accumulated impairment losses.

means an officer of a municipality designated by the Accounting
Officer to be administratively in charge of the budgetary and
treasury functions of the municipality

Community Assets are defined as any asset that contributes to
the community’s wellbeing. Examples are parks, libraries and fire
stations.

is the amount of cash or cash equivalents paid, or the fair value of
the other consideration given, to acquire an asset at the time of its

acquisition or construction, or, where applicable, the amount



Depreciable amount

Depreciation

Fair Value

Finance Lease

Heritage Assets

Head of Department

Impairment loss

Infrastructure Assets

Intangible Assets

attributed to that asset when initially recognised in accordance
with the specific requirements of other Standards of GRAP.

The cost of an asset, or other amount substituted for cost, less
its residual value.

Systematic allocation of the depreciable amount of an asset over
its useful life. The Municipality will depreciate its property plant
and equipment using the straight line method

Amount for which an asset could be exchanged or a liability
settled, between knowledgeable, willing parties in an arm'’s
length transaction.

As per GRAP 13, a finance lease is a lease that transfers
substantially all the risks and rewards incidental to ownership of
an asset. Title may or may not eventually be transferred.

Are defined as culturally significant resources. Examples are
works of art, historical buildings and statues

All incumbents Section 57 employees who report to the

Accounting Officer and are responsible for the management of
the different directorates within the municipality

The amount by which the carrying amount of an asset exceeds
its recoverable service amount

Infrastructure assets, these usually display some or all of the

following characteristics:

- They are part of a system or network;
- They are specialised in nature and do not have alternative

Uses,;

- They are immovable; and

- They may be subjected to constraints on disposal

An intangible asset is an identifiable non-monetary asset without
physical substance.



Inventory

Investment Property

Non Current Asset
Held for Sale

Recoverable amount

Recoverable service
amount

Residual Value

Useful Life

Work in Progress

Inventories are assets:

(a) in the form of materials or supplies to be consumed in the
(a) production process;
(b) in the form of materials or supplies to be consumed or
distributed in

(c) the rendering of services;
(d) held for sale or distribution in the ordinary course of operations;
or

(e} (d) in the process of production for sale or distribution.

Investment property is property (land or a building — or part of a
building — or both) held by the owner or by the lessee under a
finance lease to earn rentals or for capital appreciation or both or
for undetermind use

A non-current asset is an asset that does not meet the definition
of a current asset. An entity shall classify a non-current asset (or
disposal group) as held for sale if its carrying amount will be
recovered principally through a sale transaction rather than
through continuing use.

The higher of a cash-generating asset's net selling price and its
value in use

The higher of a non-cash-generating asset’s fair value less cost to
sell and its value in use

Is the estimated amount that an entity would currently obtain from
disposal of the asset, after deducting the estimated costs of
disposal, if the asset was already of the age and in the condition
expected at the end of its useful life

Is the period over which an asset is expected to be available for
use by an entity or the number of production or similar units
expected to be cbtained from the asset by an entity

Is an asset under construction not completed and brought into use



4, Guiding Principles

a)  Planning, budgeting, and reporting on assets are to be integrated with broader planning
processes, within departments;

b)  Municipal management should oversee the utilization, safeguarding and maintenance of
assets and the appropriate reporting for regulatory and decision purposes;

c)  Ownership and control of all assets are to be fully defined. Accountability and reporting
requirements for both ownership and control are to be determined and clearly communicated.

d)  Clear segregation of functions in asset custody and the physical security of assets should be
enforced throughout the entity.

5. Roles in the Asset Management Cycle

5.1. Role of the Municipal Manager

The Municipal Manager, being the accounting officer of the Municipality, is responsible for the
following in terms of section 63 of the Municipal Finance Management Act (Act No. 56 of 2003):

a) The assets of the municipality, including the safeguarding and the maintenance of those
assets;

b)  Ensuring that the municipality has and maintains a management, accounting and

information system that accounts for the assets of the municipality;

c) Ensuring that the municipality's assets are valued in accordance with the Standards of
Generally Recognised Accounting Practice (GRAP); and

d)  Ensuring that the Municipality maintains a system of internal control of assets, including an
asset register.



5.2. Role of the Chief Financial Officer (CFO)

The Municipal Manager has duly delegated the following duties to the Chief Financial Officer in
terms of section 79(1) (b) (ii) of the MFMA:

a)  Ensuring that all acquisitions of assets are in accordance with the Supply Chain Management
Palicy;

b)  Ensuring that council assets are accounted for in accordance with Generally Recognised
Accounting Practice (GRAP);

c) Ensuring that the general ledger is reconciled to the fixed asset register;
d) Reviewing the reconciliation between the general ledger and the fixed asset register; and

e) Providing the Auditor-General or his personnel, on request, with the financial records relating
to assets belonging to Council as recorded in the general ledger.

5.3. Role of the Finance Directorate - Asset Management Unit

a)  This division shall be the asset registrar of the Municipality and shall ensure that a complete,
accurate and up to date asset register is maintained; depreciation

b)  No amendments to the asset register shall be made other than those authorized by the
Supply Chain Manager and the Chief Financial Officer;

c) Implementing and maintaining a centralized asset register,;

d}  Ensure that physical asset verification is performed annually in all Departments to verify the
assets on the asset register. The results of this verification must be reported to the Municipal
Manager and Council.

e} Ensuring that appropriate systems of physical management and control are established
and carried out for all assets;

f) Ensuring that the municipal resources assigned to the Departments are utilized effectively,
efficiently, economically and transparently;

g) Ensuring that proper accounting processes and procedures are implemented in conformity with
the municipal financial policies and the MFMA to produce reliable data for inclusion in the
municipal asset register;

h)  Ensuring that any unauthorised, irregular, fruitless or wasteful utilization, and losses resulting
from criminal or negligent conduct are prevented;



i)

k)

Ensuring that the asset management systems, processes and controls can provide an

accurate, reliable and up-to-date account of assets under their control;

Ensuring that the Asset Management Unit is able to manage the asset plans, budgets,
purchasing, maintenance, depreciation and disposal decisions and justify that they optimally
achieve the municipality’s strategic objectives;

Managing the asset life-cycle transactions to ensure that the Department complies with the
plans and legislative municipal requirements; and

The asset officer may delegate or otherwise assign responsibility for performing these
functions, but remains accountable for ensuring that these activities are performed.

5.4. Role of the Finance Directorate - Budget Unit

(a)

(b)

(c)

Ensuring that a clear description is provided with each project and the appropriate
funding source is identified. Releasing capital funds only after receiving written authority and a

clear and concise description of the item to be purchased;

Ensuring that any changes in the capital budget, with regards to funds transferred or project
description changes are communicated to the Asset Management Unit; and

Ensuring that the calculation of depreciation is performed and details required for processing
financial records to be obtained from the Asset Management Unit.

5.5. Role of the Finance Directorate - Expenditure Division

Ensuring that invoices authorized for payment are matched to the goods received note before
processing such payment.

5.6. Role of the Supply Chain Management Division

Ensuring that correct procedures are followed in asset acquisitions as per the Municipalities Supply
Chain Management Policy.

5.7. Role of the Department Managers - Human Resources:
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Ensure all municipal assets in the custody of employees or councillors are returned in
good working order in the event of termination of employment and that measure to recoup the
value of lost or damaged assets are in place and acted upon.

Ensure that that employee exit form is counter-signed by the Chief Financial Officer and/or
Senior Supply Chain Officer before processing the termination of service of an employee.

5.8. Role of the Department Heads/Senior Managers

a)

b)

d)

e)

Ensuring that all employees in their Departments adhere to the approved Asset

Management Policies and Procedures;

Ensuring that an employee with delegated authority has been nominated to implement
and maintain physical control over assets in the Department. The Asset Management

Division must be notified of who the responsible official is;

Although authority may be delegated the responsibility to ensure adequate physical
control over each asset remains with the Department Manager of that Unit;

Ensuring that the assets are properly maintained in accordance with the asset maintenance
policy;

Ensuring that the assets of the municipality are not used for private gain;
Ensuring that all movable assets as reflected on the asset register and the Department
items listing are bar coded;

Ensuring that certification has been provided in writing that they have assessed and identified
impairment losses on all affected assets at year end;

Ensuring that a complete asset verification of all assets is done for the Department's
assets during the course of every financial year.

Ensuring that all obsolete and broken assets are accompanied by the relevant asset form and
attached asset disposal form and are handed in to the Asset Management Division and

Budget and Treasury Office; and

Ensuring that the correct cost element and description are being used before authorizing any

requisitions.
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6. PROPERTY PLANT AND EQUIPMENT

An entity that prepares and presents financial statements under the accrual basis of accounting
shall apply this Standard in accounting for property, plant and equipment, except:

(a) when a different accounting treatment has been adopted in accordance with another Standard
of GRAP;

(b) propenrty, plant and equipment classified as held for sale in accordance with the Standard of
GRAP on Non-current Assets Held for Sale and Discontinued Operations;

{c} Dbiological assets related to agricultural activity (see Standard of GRAP on Agriculture);
(d} heritage assets (see Standard of GRAP on Heritage Assets);
(e} the recognition and measurement of exploration and evaluation assets (see the

International Financial Reporting Standard on Exploration for and Evaluation of Mineral
Resources; and

()  mineral rights, and mineral reserves such as oil, natural gas and similar non-regenerative
resources.

However, this Standard applies to property, plant and equipment used to develop or maintain the
assets described in (b) to (e).

6.1. Recognition

The cost of an item of property, plant and equipment shall be recognised as an asset if, and only if:

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

b) the cost or fair value of the item can be measured reliably.

An item of property, plant and equipment that qualifies for recognition as an asset shall be
measured at its cost.
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6.2. Subsequent Costs

Subsequent to initial recognition, items of property, plant and equipment are measured at cost less
accumulated depreciation and impairment losses. Land is not depreciated as it deemed to have an
indefinite useful life.

Where the municipality replaces parts of an asset, it derecognises the part of the asset being
replaced and capitalises the new component. Subsequent expenditure incurred on an asset is
capitalised when it is probable that the future economic benefits or service potential associated with
the item will flow to the municipality and the cost or fair value of the item can be measured reliably.

(a)

(b)

Maintenance costs

These costs are recognised in surplus or deficit as incurred. Costs of day-to-day servicing
are primarily the costs of labour and consumables, and may include the cost of small parts.

Major overhauls / Frequent scheduled repairs

Parts of some items of property, plant and eguipment may require replacement at regular
intervals. For example, a road may need resurfacing every few years. The cost of replacing
part of such an item of property, plant and equipment is recognised in the carrying amount.
The carrying amount of those parts that are replaced is derecognized in accordance with
the de-recognition provisions of GRAP 17.

Measurement after recognition - Cost model

After recognition as an asset, the Municipality shall carry all items of property, plant and
equipment at its cost less any accumulated depreciation and any accumulated impairment
losses.

13



(d) Impairment Review

Impairment is a loss in the future economic benefits or service potential of an asset, over
and above depreciation. Impairment means the carrying amount of an asset exceeds its
recoverable amount or recoverable service amount. Indications for impairment should be
assessed at each reporting date. There are cash- generating and non cash-generating
assets.

Cash-generating assets are those that are held to generate a commercial return. An asset
generates a commercial return when it is deployed in a manner consistent with that adopted
by a profit-orientated entity.

Non-cash-generating assets are assets other than cash-generating assets.

(e) External Sources

Significant long-term changes in technology, market, economic, government or legal
environment have taken place or will take place in the near future. There is cessation, or
near cessation, of the demand or need for services provided by the asset

() Internal Sources

There is evidence of the obsolescence of or physical damage to an asset. Significant long-
term changes in the operational environment will impact on the future expected use of the
asset, e.g. discontinued operations, early disposal or reassessment of useful life. Internal
reporting indicates worse than expected economic and / or service performance in respect
the asset. Reviews of significantly decreased remaining useful life (includes various types of
obsolesces); significantly decreased residual value, significantly decreased replacement
cost. A decision is taken to halt the construction of the asset before it is Complete orin a
usable condition

6.3. Review of useful life, depreciation method, residual value, and Impairment

The useful life, depreciation method and the residual value applied to an asset shall be reviewed at
least at each reporting date and, if there has been a significant change in the expected pattern of
consumption of the future economic benefits or service potential embodied in the asset, the
method, useful life and residual value shall be changed to reflect the changed pattern.

Such a change shall be accounted for as a change in an accounting estimate in accordance with
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Tender

This method of disposal is preferred where more control over the actual disposal of the asset is
required or where the credentials of the purchaser need to be assessed in detail. This method is
preferable if an objective of the disposal is to achieve black economic empowerment by the transfer
of the asset.

Procedures to be followed when disposing an asset

When an asset of the municipality is no longer in use, the following procedures must be followed:

i. Asset(s) that are uneconomical to maintain or operate must be identified.
ii. Asset Disposal Form must be completed and signed by the Head of a directorate. iii. The
Disposal form must clearly motivate the reasons for the disposal of such asset(s).

iv.  The application to dispose of an asset form must be completed and sent to the Asset
Management Unit for assessment.

v, If the item is of a technical nature e.g. computer equipment, a request must be forwarded to
IT division to check the status of the equipment and submit a report to the Asset Management
Unit.

vii Based on the reports and motivation submitted by the heads of directorates, a
motivation will then be submitted to the Disposal Committee for approval to dispose of an
asset.

vii. The disposal committee members will authorise the disposal of an asset by signing the
Authority to dispose of an asset form. viii. The approved forms (Authority to dispose an
asset forms) shall be forwarded to Budget and Treasury office for disposal.

{9) Disposal of Computer equipment

In the case of PC's, only on the recommendation of the IT division will the item be disposed of,
Preference shall be given to educational institutions, welfare and charitable organisations.
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(h) Free Disposal of municipal assets

The following types of organisations shall be considered for a free disposal of the municipality’s
assets:

i. Registered welfare or Charitable Organisations;

ii. Schools catering for handicapped and disabled;

iii. Schools for special learners;

iv.  Educational institutions initiating programmes for the benefit of the community of the
Mbhashe Municipality.

(i) Other method

Any other proposed method of disposal shail be communicated to the Asset Management
Unit for submission to the disposal committee for approval. It is preferable that the method of
disposal be included in the disposal plan for each directorate.

{)] Lack of other possible purchasers

Disposal of assets by direct negotiations with one possible interested party should be the exception
rather than the rule. When sale by auction or tender has failed due to lack of demand or
unacceptable offers were received and established further efforis indicate that efforts to dispose of
the asset by auction or tender is unlikely to succeed, direct possible negotiations with one possible
interested party shall be allowed.

(k) Final authorization of disposal

Before any asset is disposed of, the directorate under whose control the relevant asset is will be
responsible to prepare a disposal authorization document that will detail the following information:
i. Fixed asset register information of the asset to be disposed of.
ii. Results of the asset disposal method.
iii. Proposed terms and conditions of the purchase agreement.
iv.  The recommended purchase price.

V. The fair value of the asset.

The fair value of the asset must be determined by the relevant directorate. Experts can be used to
determine the assets fair value. Assets may not be disposed of at a value that is less than its fair
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value unless the Disposal Committee determines that there is a mitigating reason to dispose the
asset at the lesser value. If a Disposal Committee approves a disposal at a value less than its fair
value, Disposal Committee must instruct Budget and Treasury Office to publish the details of the
disposal as a public notice in a widely distributed media. The final approval of the disposal shall be
conducted at a meeting in terms of the Municipal Finance Management Act (Act No. 56, 2003) and
decisions taken shall be documented for future reference by the directorates of the municipality.

()] Transfer of ownership

The directorate shall be allowed to transfer ownership of the asset only after the following
events have occurred:;

» The directorate has received a notification from the Asset Management Unit that the Disposal
Committee has approved the disposal of the asset in terms of Section 14 of the Municipal
Finance Management Act (Act No. 56, 2003)

»  The directorate has received payment in full or partial payment in terms of the terms and
conditions of the purchase agreement where necessary. At transfer of ownership of the asset,
the purchaser must sign an acknowledgement of receipt form as evidence that the purchaser
has received the asset according to the terms and conditions of the purchase agreement and
in the expected physical condition.

(m) Calculation of the Surplus or (Deficit) on disposal

Profits and losses on the sale of property, plant and equipment are calculated as follows, and are
disclosed in total in the financia! statements:

The proceeds of the asset sold (net VAT)
Less: The Carrying amount

Equals: Surplus / {Defict) on Disposal of Asset

{n) Accounting for the disposal of assets

When an asset is disposed of the cost of the asset and the accumulated depreciation recorded
in the statement of financial position need to be reversed to the statement of financial
performance a profit and loss on disposal of asset account. This will result in a debit in the
statement of financial performance equal to the asset’s carrying value. The total proceeds to
be received from the disposal of the asset need to be credited to the profit and loss on
disposal of asset account. The account will now reflect a debit or credit amount in the
statement of financial performance equal to the profit and loss on disposal discussed above.
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Note that depreciation will need to be calculated up to the date of disposal. If the disposal date
is during a financial year, the depreciation needs to be calculated on a pro rata basis based on
completed months of ownership or use. No depreciation is calculated for the asset after the
disposal date. At the disposal date the asset being disposed of needs to be derecognized from
the fixed asset register of the municipality.

8.8. Verification of Assets

The Asset Management Unit shall promptly and fully report in writing to the CFO all relevant
results of such asset verification, provided that each asset verification shall be undertaken and
completed as closely as possible to the end of each financial year, and that the resultant
report compiled by the Asset Management Division, incorporating the results of all
Departments by 30 June of each financia! year and be made available to the AuditorGeneral or
his/her personnel.

The asset verification report shall

i. Include a complete list of all assets identified during the verification process.
ii. Identify discrepancies and reconcile assets verified to those per the Municipal records. (Note
that the reconciliation of the asset register shall be performed per asset classification).

ii. ldentify obsolete assets to be disposed.

8.9. Insurance of Assets

All insurance of property, plant and equipment and investment properties shall be done in
accordance with the municipality's policy and procedures on insurance of council assets.

All insured assets shall be handled in terms of the Municipality's Insurance Policy as agreed with
the Insurance Brokers. The MM or designee should ensure that all assets are insured. The CFO
should recommend the basis of insurance to be applied to each type of fixed asset {e.g.

carrying value or replacement value).

It is the responsibility of the HOD to ensure that the purchased capital asset has been covered for
insurance purposes before it is used by the respective department.

It is also the responsibility of the HOD to report potential losses to insured assets to the Asset
Management Unit, in order to initiate the insurance claims. All insurance claims must be reported
within 24 hours of the occurrence of an incident to the Asset Management office.
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No claims shall be entertained beyond the specified period. In the event where asset/s allocated to
an official are lost or damaged and not reported for insurance purposes within set time, there will be
consequences management in the form of deductions from the official's salary to replace the asset
at replacement value.

In the case of where negligence could be proven or repeated loss, the official will be held liable for
the payment of excess fee. In cases where the insurance refuses to pay due to proven negligence
from the side of the custodian, the official will be responsible for re-imbursing the municipality for
such loss in cash.

8.10. Transfers of Assets

The Head of department’s (HOD's) shall approve all asset movements, which relate to the transfer
of assets from one department to the other, these should then be forwarded to Asset Management
Unit for approval, actioning and filling.

When a directorate or department transfers an asset item interdepartmentally or within its
department, the Asset Transfer Form (Appendix 4) must be forwarded to the department/location
receiving the asset or inventory item. These forms should be from a sequentially pre-numbered
stationery book.

A copy of this form is to be forwarded to the Asset Management Office for the update of the asset
register. An email should simultaneously be sent to the Asset management team to advice of the
movement to allow asset Management to swiftly update the asset register and to allow follow up of
the authorized asset movement forms. The asset movement form is signed by both the transferee
user and the transferor.

Where a department no longer requires the use of an asset it should be transferred to the
Administration Department’s storage until it is required by another department or disposed of.

This should be accompanied by a similar asset movement form for storage.

8.11. Termination of Employment

In the event of a termination of employment of an employee the HOD or his/her duly delegated
representative must complete the relevant asset form and forward it to the Human Resources
Department for their further attention. This form is a statement that the inventory and asset items
entrusted to the employee to execute his/her daily duties are in good order and handed in where
necessary.
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8.12. Custody of Assets

HODs shall be directly responsible for the physical safekeeping of any asset controlled or used by
the department in question.

In exercising this responsibility, HODs shall adhere to any written directives issued by the MM to
the department in question, or generally to all departments, in regard to the control of or
safekeeping of the municipality’s assets. It is the responsibility of all municipal staff to adhere and
practice strict physical controls of the assets around their work area. This culture should be
practiced and disseminated from top municipal officials to all their subordinates.

In the event where asset/s allocated to an official cannot be presented for verification the HoD
concerned together with the concerned official and such an asset must be availed for verification
within 7 working days, failure to do so will result in consequence management which includes
deductions from the official’s salary to replace the asset at replacement value.

8.13. Alienation / Disposal of Assets

Each Departmental Head shall report in writing to the CFO each financial year on all assets
controlled or used by the department concerned which such HOD wishes to alienate / dispose in
accordance with this policy. The CFO shall thereafter consolidate the requests received from the
various departments, and shall promptly report such consclidated information to the Council or the
Municipal Manager of the municipality, as the case may be, recommending the process of
alienation to be adopted.

The Council shall delegate to the Municipal Manager the authority to approve the alienation of
asset not affecting the minimum level of basic municipal services with a carrying value less than R5
000 (five thousand rand). The Council shall ensure that the alienation of any asset with a carrying
value equal to or in excess of RS 000 (five thousand rand) takes place in compliance with Section
14 of the MFMA.

Once the assets are alienated, the asset management officer shall use the disposal authorization
forms to update the asset register. The updates to the register are reviewed by the relevant official.

8.14. Loss, Theft, Destruction or Impairment

Every HOD shall ensure that any incident of loss, theft, destruction, or material impairment of any
fixed asset controlled or used by the departmentin question is promptly reported in writing to the
CFO within 24 hours of the incident, and — in cases of suspected theft or malicious damage - also
to the South African Police Service.
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The only reasons for writing off assets, other than the alienation of such assets, shall be the loss,
theft, and destruction or material impairment of the fixed asset in question.

In every instance where a not fully depreciated fixed asset is written off, the CFO shall immediately
debit to such department or vote, as additional depreciation expenses, the full carrying value of the
asset concerned.

8.15. General Maintenance

Each HOD shall be directly responsible for ensuring that all assets (other than infrastructure assets
which are dealt with below) are properly maintained and in a manner which will ensure that such
assets attain their useful operating lives.

8.16. Maintenance Plans

Each HOD shall ensure that a maintenance plan in respect of every new infrastructure asset is
promptly prepared and submitted to the Council of the municipality for approval. The Municipal
Manager may direct that the maintenance plan be submitted to the Council prior to any approval for
the acquisition or construction of infrastructure asset concerned.

Annual reports should be submitted by the HOD'’s {controlling or using infrastructure assets) to the
Council by July each year on the progress in complying with the maintenance plan.

8.17. Private Use of Municipal Assets

Each department should ensure that the removal of assets from municipal premises is monitored.
The standard Asset Removal Form should be completed and requested by the HOD each time any
asset is removed from municipal premises, these requests should then be approved by the CFO.
No municipal asset may be used for personal gain or profit.
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Disclosure of impairment losses

All impairment losses must reflect on the Statement of Financial Performance. The financial
statements should also disclose, in the reconciliation of the carrying amount at the beginning
and end of the period for each class of property, plant and equipment recognised in the
financial statements any impairment losses recognised in the statement of financial
performance during the period and impairment losses reversed in the statement of financial
performance during the period. Material impairment losses need to be disclosed in the notes to
the income statement as a separately disclosure item.
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10 Reversal of an Impairment Loss

The same procedures as for the identification of impaired assets are followed if there is an
indication that impairment may have been decreased or reversed. If so, the recoverable amount
must be added to the carrying value of the asset.
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ANNEXURE 1- Asset Useful lives guideline

** Note this is a suggested MFMA-Local Government Capital Asset Management Guideline,
however Municipalities must use their judgment based on operational experience, historical asset
usage trends and in consultation with specialists where necessary. Should the municipality's
management decide on a useful life outside the given parameters, the Office of the Accountant-
General at National Treasury {(OAG) should be approached, and provided with a motivation, for its
agreement of the rate used.

Land

Developed Land — not depreciated
Undeveloped Land - not depreciated

Buildings

Office Buildings — 30 Years (including air conditioning systems)
Libraries — 30 Years
Warehouses — 30 Years

Community Assets

Community Centers — 30 Years

Infrastructure Assets

Road Assets
- Bridges (Concrete) — 60 Years
- Culverts — 30 Years
- Kerb and channels — 40 Years
- Roads Surface {Asphalt) — 20 Years
- Roads Layer (Asphalt) — 30 Years
- Roads Surface (Asphalt) — 20 Years
- Roads Surface (Gravel) — 3 Years

Electrical Assets
- Street Lights — 25 Years
- Traffic Lights — 10 Years

Solid Waste
- Perimeter protection — 10 Years
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Cemeteries
- Cemeteries — 30 Years
- Perimeter protection — 10 Years

Other Assets

Machinery and Equipment
- Audiovisual equipment — 7 Years
- Domestic equipment — 5 Years
- Fire fighting equipment — 5 Years
- Photographic equipment — 7 Years
- Road maintenance equipment — 7 Years
- Telecommunication equipment — 5 Years
- Workshop Equipment — 7 Years

Furniture and Fittings
- Advertising Boards — 5 Years
- Air conditioners (Fixed & Movable) — 5 Years
- Office furniture — 7 Years

Computer Equipment

- Computer hardware (including operating systems) — 5 Years - Networks — 5 Years

Motor Vehicles

- Graders - 7 Years
Motor Vehciles (Passanger) — 5 Years
Tractors — 7 Years
Trailers and accessories — 7 Years
Trucks — 7 Years

t

Intangible Assets

Computer software — 3 Years
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IANNEXURE 2 - Asset Acquisition Form (AAF)

Asset Number (Tag reference): -

Date of Acquisition: -

Cost Price of Asset: - R

Asset Description: -

Depreciation rate:-
Service: -

Asset Department: -

Asset Type: -

Current Details

Town: -

Location: -

Reason for acquiring the Asset: -

Municipal Employee Requesting Acquis ition: -

Name (Printed): -
Position held: - __
Confirmation of receipt of asset by user:-

Authorised by: -

Position held: -
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E 3- Asset Sales / Scrapping Form (ASSF)

| Asset Sales / Scrapping Number: -

Asset Number: -

Asset Description: -

Service: -

Current Details

Town: -

Location: -

Reason for Scrapping Asset: -

Municipal Employee Requesting Scrapping: -

Name (Printed): - _

Position held: - ____

Authorized by: -

Position held: -




E 4 - Asset Transfer Form (ATF)

Asset Transfer Number: -

Asset Number: -

Asset Description: -

Service: -

Current Details

Town:

Location:

Future Details
Intended Location:

Town:

Location:

Reason for moving Asset: -

Municipal Employee Requesting Transfer: -

Name {Printed): - _

Position held: -
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E 5 - Examples of Motor Vehicles As Per VAT Act

The term “motor car” includes the following vehicles (that is, where input tax will
generally be denied):

(a) Double cab bakkies (LDVs).

(h) Ordinary sedan type passenger vehicles. (¢)

Station wagons.
(d) Minibuses.
(e) Sport utility vehicles (SUVs).

The term “motor car” excludes the following vehicles (that is, input tax will generally be
allowed if all the other requirements for input tax are met):

(a) Goods transportation trucks.

(b)  Single cab light & heavy delivery vehicles.
(c)  Motor cycles.

(d) Caravans.
(e) Ambulances, game viewing vehicles and hearses.

(f) Vehicles capable of accommodating more than 16 persons (for example, a bus). (9)

Vehicles with a loaded mass of 3500 kg or more.

{h) Special purpose vehicles constructed for purposes other than the carrying of
passengers.

(i) Equipment such as bulldozers, graders, hysters, harvesters and tractors.
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