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ANNUAL FINANCIAL STATEMENTS
for the year ended

30 June 2007

APPROVAL OF FINANCIAL STATEMENTS

I am responsible for the preparation of these annual financial statements, which are set out on pages 21to 71 in
terms of Section 126(1) of the Municipal Finance Management Act and which | have signed on behalf of the City.

| certify that the salaries, allowances and benefits of Councillors as disclosed in note 30 of these annual financial
statements are within the upper limits of the framework envisaged in Section 219 of the Constitution, read with the
Remuneration of Public Officer Bearers Act and the Minister of Provincial and Local Government's determination in
accordance with this Act.

ACHMAT EBRAHIM
CITY MANAGER

DATE: 3/ AUGUST 2007
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REPORT OF THE AUDITOR-GENERAL TO THE WESTERN CAPE PROVINCIAL
PARLIAMENT ON THE FINANCIAL STATEMENTS AND PERFORMANCE
INFORMATION OF THE CITY OF CAPE TOWN FOR THE YEAR ENDED 30
JUNE 2007

REPORT ON THE FINANCIAL STATEMENTS

Introduction

1.

| have audited the accompanying financial statements of the City of Cape
Town which comprise the statement of financial position as at 30 June 2007,
statement of financial performance, statement of changes in net assets and
cash flow statement for the year then ended, and a summary of significant
accounting policies and other explanatory notes, and the accounting officer's
report, as set out on pages 15 to 63.

Responsibility of the accounting officer for the financial statements

2.

The accounting officer is responsible for the preparation and fair presentation
of these financial statements in accordance with the basis of accounting
determined by the National Treasury as set out in accounting policy note 1 and
in the manner required by the Local Government: Municipal Finance
Management Act, 2003 (Act No. 56 of 2003) (MFMA). This responsibility
includes:

. designing, implementing and maintaining internal control relevant to the
preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error
selecting and applying appropriate accounting policies

e making accounting estimates that are reasonable in the circumstances.

Responsibility of the Auditor-General

3.

As required by section 188 of the Constitution of the Republic of South Africa,
1996, read with sections 4 and 20 of the Public Audit Act, 2004 (Act No. 25 of
2004), my responsibility is to express an opinion on these financial statements
based on my audit.

| conducted my audit in accordance with the International Standards on
Auditing. Those standards require that | comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control
relevant to the entity’'s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control.
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An audit also includes evaluating the:

. appropriateness of accounting policies used
. reasonableness of accounting estimates made by management
. overall presentation of the financial statements.

Paragraph 11 et seq. of the Statement of Generally Recognised Accounting
Practice, GRAP 1 Presentation of financial statements requires that financial
reporting by entities shall provide information on whether resources were
obtained and used in accordance with the legally adopted budget. As the
budget reporting standard is still in the process of being developed, | have
determined that my audit of any disclosures made by the City of Cape Town in
this respect will be limited to reporting on non-compliance with this disclosure
requirement.

| believe that the audit evidence | have obtained is suff' cient and appropriate to
provide a basis for my audit opinion.

Basis of accounting

9. The municipality's policy is to prepare financial statements on the basis of
accounting determined by the National Treasury, as set out in accounting
policy note 1.

Opinion

10. In my opinion the financial statements present fairly, in all material respects,

the financial position of the City of Cape Town as at 30 June 2007 and its
financial performance and cash flows for the year then ended, in accordance
with the basis of accounting determined by the National Treasury, as set out in
accounting policy note 1 and in the manner required by the MFMA.

Emphasis of matters

Without qualifying my audit opinion, | draw attention to the following matters:

Highlighting a matter affecting the financial statements

1.

12.

13.

As set out in accounting policy note 1, the Minister of Finance approved a
deviation from the basis of accounting applicable to the municipality in terms of
General Notice 552 of 2007, issued in Government Gazette No. 30013 of 29 June
2007.

In the financial year under review the gross outstanding consumer debtors
balance as at 30 June as disclosed in note 18 on page 42 of the financial
statements, has decreased from R5,084 billion in 2006 to R4,083 billion in
2007, after writing off debt amounting to R1,296 billion as irrecoverable during
the year under review. This represented a growth in the debtors balance of
6,5% (2006: 12%) reflected by an increase in debtors days’ if the bad debt
write off is disregarded.

Time theft — Included in note 42 on page 52 of the financial statements was an
amount of R263 000 paid in respect of time theft. This amount pertained to
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payments made to four former city officials over a period during which they
were not employed by the city.

14. Duplicate wage payment — A payment totalling R527 368, included in note 42
on page 52 of the financial statements, in respect of wages for personnel
working on a one-off project was duplicated.

15. Arrear staff debtors — The recoverability of arrear staff debtors that was
assessed as doubtful related to the overpayment of leave encashments
totalling R466 359 at the end of June 2007. As the write-off of these arrear
debtors as irrecoverable may constitute fruitless and wasteful expenditure as
per section 32 of the MFMA, disclosure thereof was made in note 42 on page
52 of the financial statements.

OTHER MATTERS

| draw attention to the following matters that are ancillary to my responsibilities in
the audit of the financial statements:

Non-compliance with applicable legislation

16. Deviations from section 66(d) and sections 38(a) of the Municipal Systems Act,
2000 (Act No. 32 of 2000) (MSA) were found, including employees without
signed contracts of employment, employees without performance agreements
and, in certain instances, employees without letters of appointment.

Matters of governance

17. As stated in paragraph 4 of the report of the chief financial officer on page18of
the financial statements the city only spent R1,97 billion of its approved capital
expenditure budget of R2,54 billion, resuiting in an under-spending of
approximately 23% (2006: 29% being R1,52 billion spent of an approved
budget of R2,13 billion).

Material corrections made to the financial statements submitted for auditing

18. The financial statements, approved by the municipal manager and submitted
for auditing on 31 August 2007, have been significantly revised in respect of
the misstatements identified during the audit. The material corrections are
detailed below.

« The revenue recognition calculation was incorrect and, as a result, an
adjustment of R149 714 000 was made reducing revenue and impairment
costs in the statement of financial performance.

e Additional disclosure was made in note 51 to the financial statements
related to land included in property, plant and equipment at 30 June 2007
that had been identified and earmarked for possible sale after the financial
year-end.

Internal control

19. Section 62(1)(c)(i) of the MFMA states that the accounting officer must ensure
that the municipality has and maintains effective, efficient and transparent
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systems of financial and risk management and internal control. The table below
depicts the root causes of the matters indicated, as they relate to the five
components of internal control. In some instances deficiencies existed in more
than one internal control component.

- Informa-
Control tion and Monito-
activities. . commu- ring
nication '

Control Assess-
Reporting item environ-  ment of
ment risks

b AR el e e A A o e S e e T _.—7.—.#-_‘.«4——_1-—‘#-«“._._..}

;

e el

Highlighting a
matter affecting the
financial

statements

Non-compliance

with applicable X
legislation

Matters of X
governance

Material corrections
made to the
financial . :

statements X X
submitted for
auditing -

Investigations in
progress or X
completed

Control activities

20. The effectiveness of control over business and accountancy processes was not
adequate, which resulted in an increase in the debtors balance of 6,5%
excluding the write-off of bad debts amounting to R1,296 billion as detailed in
paragraph 12.

Control environment

21. The entity did not establish all the key elements of a control environment to
achieve sound financial management in the payroll and human resources
directorates. This resuited in the fruitiess and wasteful expenditure reported in
paragraphs 13 to 15.
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Monitoring controls

22.

The monitoring of controls, such as project management where the anticipated
cash flows were not properly identified over the term of the project and delays
in project completion that were not identified on a timely basis to facilitate the
efficient reallocation of resources to other projects, was not effective.

Investigations in progress or completed

23.

24.

The prior year audit of payroll and operating expenditure indicated instances of
irregular expenditure amounting to approximately R314,7 million. Disclosure of
the individual items, together with council action in terms of section 32(2)(b) of
the MFMA, was made in note 42 on page 52 of the financial statements.
SCOPA established three subcommittees to investigate these matters with the
view to resolving these. SCOPA at a meeting held on 22 November 2007
resolved to recommend to the council its support for the approval and
condonation of the expenditure as per the council minutes of 7 December
2006, with the exception of six payments. Three of the payments amounting to
R3,3 million were still subject to forensic investigation while it was resolved that

three other payments amounting to R3,6 million be referred for full forensic
investigation.

The City has commissioned forensic investigations into several possible
fraudulent and/or irregular acts by officials and suppliers. The monetary
amount of the 10 highest priority cases exceed R33 million.

Unaudited supplementary schedules

25.

The supplementary scheduies to the financial statements set out on pages 64
to 71 have not been audited and as such | do not express an opinion thereon.

OTHER REPORTING RESPONSIBILITIES

Reporting on performance information

26.

| have audited the performance information as set out on pages XX to XX.

Responsibilities of the accounting officer

27.

In terms of section 121(3)(c) of the MFMA the annual report of a municipality
must include the annual performance report of the municipality prepared by
the municipality in terms of section 46 of the MSA.

Responsibility of the Auditor-General

28.

29.

| conducted my engagement in accordance with section 13 of the Public Audit
Act, 2004 (Act No. 25 of 2004), read with General Notice 646 of 2007, issued
in Government Gazette No. 29919 of 25 May 2007 and section 45 of the MSA.

In terms of the foregoing my engagement included performing procedures of
an audit nature to obtain sufficient appropriate evidence about the
performance information and related systems, processes and procedures. The
procedures selected depend on the auditor's judgement.
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30. | believe that the evidence | have obtained is sufficient and appropriate to
provide a basis for the audit findings reported below.

Audit findings (performance information)
Non-compliance with the MSA

31. As reported in the previous year's audit report the issues regarding non-
compliance with the MSA and the Local Government: Municipal Planning and
Performance Management Regulations, 2001 (regulations) still prevailed for
the year under review. These included the following:

e Lack of community involvement in the setting of performance indicators and
targets, and monitoring of the city’s performance, as required in terms section
42 and chapter 4 of the MSA.

e Lack of tracking and monitoring the performance of service providers, with
whom the city had entered into service delivery agreements, in terms of a
formal documented process.

APPRECIATION

32 The assistance rendered by the staff of the City of Cape Town during the audit
is sincerely appreciated.

Qaiploov Ao’
Cape Town

30 November 2007

-“:‘

D

A UDITOR-GENERAL

'lo
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REPORT OF THE CHIEF FINANCIAL OFFICER

INTRODUCTION

The City again delivered a strong set of financial results for the year ended 30 June 2007 despite the
increased demands made on the City's financial resources.

The City continued its endeavour to improve service delivery by increasing the capital implementation
program from 71% in the previous year to 77% in the year under review.

The debtor arrears is again a source of concern notwithstanding the marginal improvement in the collection
rate from 85,15% in the previous year to 96,1% in the year under review.

As a gesture of incentive Council approved a once-off writing-off of a historical accumulation of arrear debt
to the value of R1,4 billion plus interest to clear old irrecoverable debt.

The financial activities of the year are reviewed in the sections of this report.
OPERATING RESULTS
The overall summarized operating results for the City as at 30 June 2007 are shown below. The Statement

of Financial Performance reflects a summary of income and expenditure, whilst the segmental operating
results per service are shown in Apgpendix D to the annuat financial statements.

2006 2007 2006 to 2007
Actual Actual Budget Variance Growth
R’000 R'000 R'000 R’000 %
REVENUE
Property rates 2,290,488 2,475,508 2,666,157 590,648 8.08
Service charges 4,365,372 4,927,799 5,119,781 191,082 12.88
RS3C levies and Grants in lieu of RSC Levies 1,027,420 1,108,347 1,078,837 (27,510) 7.68
Government grants and subsidies 548,226 543,659 813,434 269,775 {1.01)
Interest eamed 423,476 483,946 332,425 (161,521) 16.64
Other 732,200 755,576 731,595 (23,881) 3.19
9,388,182 10,302,835 10,642,229 339,394 9.74
EXPENSES
Employee-related costs 2,718,393 3,010,652 3,041,384 30,732 10.75
Impairment of debtors . 951,908 392,448 729,412 336,964 (58,77)
impairment of other assets 246,402 8,001 8,000 (801) {96,39)
Depreciation and amortization expense 330,039 450,321 417,911 (32,410} 36.44
Interest paid 349,325 283,830 289,245 5,615 {18.81)
Bulk purchases 1,778,884 1,998,112 1,889,077 {9.035) 12.32
Repairs and Maintenance 803,972 963,530 911,781 (51,749) 19.85
Cther expenses 2,312,748 2,327,307 3,048,528 721,221 (0,63}
9,491,671 9,434,901 10,435,338 1,000,437 {0.60)
Surplus for the year (103,489) 867,934 206,891
Statement of Changes in Net Assets {151,242) (467,7686) 236,857
Net results for the year (254,731) 400,168 443,748
Accumulated Surplus at beginning of year 1,126,284 871,653
Accumulated Surplus at end of year 871,553 1,271,721

Actual revenue has increased by approximately 10%, whilst expenditure decreased by approximately 1%
between the respective financial years.

A comparison of actuai results to the approved budget, and explanations of material differences, are set out
in the annual financial statements as per appendix E(1).
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Included in the statement of changes in net assets is a contribution of approximately RB6G million made
te the following funds and reserves. R’000

Contribution to Capital Replacement Reserve

809,496
Contribution to the Housing Statutory Fund 9,619
Contribution to the Self Insurance Reserve 40,968

2.1 Operating Revenue

The major revenue streams that supported the programmes and activities of the Municipality were:;
s Properly Rates;

Service Charges made up as follows
o Electricity sales
o Water saies

o Waste water management (sewerage and sanitation)
o Waste management (solid waste);
«  Government grants; and
= (Other

The City experienced a total revenue growth of 9.74% on the amounts realized in the previous financial
year but which was nevertheless approximately 10.14% below the amount targeted in this year's budget.
Collection levels expressed as a percentage of monthly billings have stabilized above the 95,15% mark for

the major part of the year. As at June 2007 the moving annual average was 96,1%. The following graph
indicates the main categories of income.

Property rates
24%

Grants in lieu of RSC levies
/ gn/n
Other income o ) ) B R At b o )

13, Gavernment grants
5%

|| Service charges

49%
Further detail of service charges is contained in note 22 of the financial statements.

2.2 Operating Expenditure

The foltowing graph indicates the main categories of expenditure for the year under review. The pro-active
management control and containment of cost increases remains a key priority of the City. Staff costs is still
the main category of expenditure and increased from 30% to approximately 32% of total expenditure.

Staff costs

/—' 32% Interest on borrowings

3%

Depreciation
5%

Repairs & Maintenace
10%

General Expenses
24%

Bulk purchases
Contracted services 21%

5%

Further detall is contained in notes 29 to 36 to the financial statemeants.
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Annual Financial Statements for the year ended 30 June 2007

3. OPERATING RESULTS PER SERVICE

The following is a summary of the operating results of the various services,

3.1 Rates and General Services

Actual Budget Variance Actual
Rates and General Services 2007 2007 2007 2006

R'000 R'000 R'000 R’000
Income 5,842,710 6,038,946 96,236 5,485,441
Expenditure 5,502,757 5,770,838 268,081 5,587,848
Surplus (deficit) for the year 438,953 268,108 (171,845) (122,455)
Statement of changes in net assets (437,117) 152,723 589,840 128,705
Net resuits for the year 2,836 420,831 417,985 7.250

The lower than expected netresults in relation te budgeted amounts was mainly due to a contribution made

to the Capital Replacement Reserve for the 2010 soccer stadium.

3.2 Housing Service

Actual Budget Variance Actual
Housing Service 2007 2007 2007 2006
R'000 R'000 R'000 R'00C
Income 222 986 355,193 132,207 282,036
Expendiiure 366,077 540,035 173,958 475,782
Deficit for the year (143,091} (184.842) (41.751) (193.728)
Statement of changes in net assets 29,614 81,187 51,573 {46,243)
Net results for the year {(113,477) {103,655) 9,822 (239,969)
The higher than expected net results in relation to budgeted amounts was mainly due to an additional
contribution having been made to the bad debt provision.
3.3 Trading Services
Electricity Service
Actual Budget Variance Actual
Electricity Service 2007 2007 2007 2006
R'000 R000 R’000 R'000
income 3,156,488 3,155,765 (721) 2,906,878
Expenditure 2,971,828 3,026,971 55,143 2,783,508
Surplus for the year 184,658 128,764 (55,864) 123,367
Statement of changes in net assets {31,358) 15,207 46,562 (138,781}
Net results for the year 153,303 144,001 ($,302) (15,424)

The lower than expected expenditure fevels is mainly due to the bad debt provision having been written

back during the year as a result of improved debtor payment ratios.

3.4 Waste Management (Solid Waste)

Actual Budget Variance Actual

Waste Management 2007 2007 2007 2006

R'000 RrR'000 R'000 R'000
Income 912,949 952,565 39,616 871,837
Expenditure 843,847 935,512 91,685 878,762
Surplus for the year 69,102 17,053 (52,049) (6,925}
Statement of change in net assels {25,908) {23,871) 2.037 (36,573)
Net results for the year 43,194 (6,818} {50,012} (43,488}

The lower than expected expenditure levels is mainly due to the bad debt provision having been written
back during the year as a result of improved debtor payment ratios and also amounts over-budgeted for
depreciation.
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Annual Financial Statements for the year ended 30 June 2007

Water Service (Water & Waste Water Management)

Actual Budget Variance Actual

Water Service 2007 2007 2007 20086

R’000 R’G00 R’000 R’000
Income 2,645,595 2,573,821 (71,774) 2,279,204
Expenditure 2,328,283 2,506,043 267,760 2,182,954
Surplus for the year 317,312 (22,222) {338,534) 96,250
Statement of changes in net assets (3,000} 11,611 14,611 (58,340)
Net results for the year 314,312 (10,611; (324,823) 36,910

The higher than expected surplus for the year in refation to budget was due o consumption levels being
higher than anticipated and also due to the bad debt provision having been written back during the yearas a
result of improved debtor payment ratios.

CAPITAL EXPENDITURE AND FINANCING

Capital expenditure incurred during the year amounted to R1,969 billion which represented 77.38% {20086:
71,4%) of the approved capital budget. Of the amount spent, 54.62% was funded from own funds and
45.38% from external sources. Although the total amount expended reflects an increased trend of 6.0%,
expenditure still represents a considerably lower than planned implementation rate and is an area of
concern. Additional measures have now been put in place to address the under-spending. In terms of the
stipulations of the MFMA for improved service delivery, an amount of R421 million was rolled over from this

financial year as a supplement to the capital budget of 2007/08.

Actual Budget Variance Actual

Capital Expenditure per Service 2007 2007 Actual/ 2006

R'000 R’000 Budget % R'000
Rates and General 1,047,759 1,525,223 (31.30) 659,583
Housing 171,752 214,838 {20.05) 184,730
Electricity 327,550 343,364 {(4.60) 271,106
Water Service (Water & Waste Water Management) 327,068 362,949 {9.80} 261,250
Waste Management {Solid Waste) 95,278 98,444 (3.22) 143,073
1,969,407 2,544,818 {22.61) 1,520,642

The aforementioned fixed assets were financed from the following sources.

Actual Budget Variance Actual

Source of Finance 2007 2007 Actual/ 2006

R’000 R'000 Budget % R'G00O
Capital Replacement Reserve 538,415 586,607 (8.21) 224 804
External Finance Fund 893,913 1,126,420 (20.64) 790,842
Contributicons, Grants and Donations 502,605 810,261 {37.96) 504,442
Revenue 34,474 21,530 60.12 554
1,969,407 2,544,818 {22.61) 1,520,642

A complete analysis of capital expenditure (budgeted and actual) per functional area is included in Appendix
C and EZ whilst Appendices B and B1 contain detail according to asset class. More details regarding
external loans used to finance fixed assets are shown in Appendix A.

EXTERNAL LOANS, INVESTMENTS AND CASH

During the year under review, loans of R135 million were repaid, whilst interest to the value of R29,3 million
was capitalized.

Long term investments as at 30 June 2007 amounted to R491,3 million of which R426,5 million was set
aside for the repayment of loans. Cash and cash equivalents increased by R476.5 million to R2,53 billion.
Additional information regarding loans, investments and cash and cash equivalents provided in notes 4, 15,
20 and Appendix A to the financial statements.
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Annual Financial Statements for the year ended 30 June 2007

CONSUMER DEBTORS

Outstanding consumer debtors at 30 June 2007 were R4,08 billion. The amounts included in the consumer
debtor batances considered to be doubtful are covered by a provision for bad debts of R2,33 bitlion which
represents 57,07% of the total. An amount of R1,3 billion was written-off during the year under review. This
amount written-off pertains to pre 2003 dehtor arrears.

Additional information regarding consumer debtors is contained in Note 18.
The outstanding consumer debtors as at 30 June 2007 are represented graphically below, reflecting also the

coverage by the bad debts reserve.

Cutstanding Consumer Bebtors per class
R'G00

1,800,000
1,600,000
1,400,000 4
1,200,000 -
1,000,000 4
800,000
600,000
400,000 4
200,000 4
G

12006 Debtors
E12007 Debtors
C1Prov for Bad Debts

Rates and Electricity Water Waste water Waste Housing
Other management management

REGIONAL ELECTRICITY DISTRIBUTOR (RED1)

During December 2006 the National Energy Regulator of SA (Nersa) resolved not to extend RED1's license
as a distributor of electricity supply but that the ficense as distributor be returned to the City of Cape Town
as from 1 January 2007.

Further to this deveiopment, Councit resoived on 28 March 2007 that RED* be voluntarily liquidated and
disestablished as a municipat entity in terms of the Municipal Systems Act.

As at the date of these financial statements the dissolution is not yet complete and the City issued a bank
guarantee of R658 935,04 as security to the Master of the High Court for any outstanding debts of RED1.

APPLICATION OF ACCOUNTING STANDARDS

During the 2005/06 financial year many of the high capacity municipalities were not able to compiy with
5122(3) of the MFMA resuiting in some being issued with gualified audit reports. In consequence of this,
National Treasury issued Circular 44 dated 25 July 2007 providing for extended timeframes for full
compliance. Local Authorities making use of the concessions provided in this circufar would need to make
apgplication for itemised exemptions.

The City resolved not to exercise this concession provided by National Treasury since it had already
reached material compliance in the previous financial year and was issued with an unqualified audit report.

In the 2606/07 financial year under review the City has once again produced a set of financial statements
materially compliant with the accounting standards.

TRREGULAR EXPENDITURE

The irregular expenditure reported in the financial year 2005/06 and referred to SCOPA by Council is still
being investigated and discussed within sub-commitiees appeinted by SCOPA to determine the potential of
any recoverability.
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EXPRESSION OF APPRECIATION

! wish to convey my sincere appreciation to Her Worship the Executive Mayor, Mayorai Committee, the
Chairperson and the members of the Finance Portfolio Committee, the Audit Committee, SCOPA, City
Manager and Executive Management Team for their support and co-operation received during the year.

A special word of gratitude to all financial staff especially the accounting staff for their contribution and ta the
staff of the Auditor-General, the auditors appointed by him, and their staff, for conducting the external audit
and for their assistance, support and co-operation during the year.

Finally, a further word of thanks to everybody for the months of hard work, sacrifices and concerted effort
during the year to enable the City to finalise these financial staterents within the prescribed period.
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CITY of CAPE TOWN
STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2007

NET ASSETS AND LIABILITIES

Net assets

Housing Development Fund
Reserves

Capital Replacement Reserve
Self-insurance Reserve
Accumuiated Surplus

Non-current liabilities
Deferred Income
Long-term labilties
Non-current provisions

Current liahilities

Consumer deposits

Provisions

Payables

Unspent conditional grants and receipts
VAT

Current portion of long-term liabilities

Total Net Assets and Liahilities

ASSETS

Non-current assets
Property, plant and equipment
Investment property

Intangible assets

investments

Long-term receivables
Interest rate derivatives

Current assets

Assets classified as held-for-sale
inventory

Consumer debtors

Other debtors

Current portion of long-term receivables
Cash and cash equivalenis

Total Assets

CITY OF CAPE TOWN 1| ISIXEKO SASEKAPA | STAD KAAPSTAD

Note

N

o b

O~

—
=3

11
12
13
15
16
46

14
17
18
16
16
20
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2007 2006
Restated

R 300 R 400
3,161,374 2,367,790
532,225 501,627
1,357,428 994 610
807,493 530,846
549,935 463,764
1,271,721 871,553
8,377,423 7,883,266
4,374,396 4,122,397
2,038,052 2,297,222
1,964,975 1,543,647
3,835,840 3,414,389
214,449 176,982
333,209 337,888
2,372,860 2115127
587 409 438,763
117,027 208,152
210,886 137,477
15,374,637 _ 13,665,445
10,765,256 9,475,792
9,790,463 8,455,809
99,468 103,844
71,920 119,964
491,267 405,154
279,185 294,287
32,953 52,734
4,609,381 4,189,653
980 O
159,471 131,601
1,752 553 1,818,946
145,585 162,352
19,773 22287
2,531,019 2,054,467
15,374,637 13,665,445
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CITY of CAPE TOWN

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2007

BUDGET
20606 2007
R '000 R 000
REVENUE
2,182,783 2,566,157 Property rates
4 466 243 5,118,781 Service charges
970,893 110,000 Regional Services Levies
174,094 224,700 Rental of letting stock and faciliies
300 246 332,425 Interest receivable
118,912 163,204 Fines
22,978 24,695 Licences and permits
80,000 111,883 Income for agency services
1,440,412 * 1,782,271 Government grants and subsidies
135,168 174,313 Other income
4] o} Fublic contributions and donated property, plant and equipment
43,000 42,700 Gains on dispesal of property, plant and equipment
9,844,536 10,642,229 Total Revenue
EXPENDITURE
2,759,427 3,041,384 Employee related costs
50,935 65,133 Remuneration of counciliors
341,840 737412 Impairment costs
65,189 147,962 } Collection costs
704,798 * 417,911 Depreciation and amortisation expense
087,649 911,781 Repairs and maintenance
383,798 289,245 | Interest paid
1,858,232 1,889,077 Bulk purchases
508,373 506,472 Contracted services
70,252 82,179 Granis and subsidies paid
2,125,832 2,244,071 General expenses
12 111 Loss on disposal of property, plant and equipment
] o} Loss on valuation of derivatives
9,862,338 10,435,338 Total Expenditure
82,198 206,891 Surplus/(Deficit) from operations
0 g Deficit from discontinued operations (refer note 50}
82,198 206,891 SURPLUS/DEFICIT) FOR THE YEAR

“(Budget adjusted due to the implementation of AC 134)
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Note

21
22
23
24
25

28
27
28

28
30
31

32

33
34

35
36

46

ACTUAL
2007 2006
Restated

R '000 R '000
2,475,480 2,290,488
4,827,799 4,365,372
137,510 1,027,420
145,257 154,873
493,846 423476
180,753 174,977
26,895 25,280
104,960 104,263
1,512,496 549,226
217 091 221606
33,857 4,513
46,691 46,288
10,302,835 9,388,182
3,010,652 2,718,393
65,938 51,801
64,697 595,893
143,634 59,140
450,321 330,039
963,530 803,972
283,630 349,325
1,888,112 1,778,884
491,248 534,657
79,871 66,370
1,862,643 2,192,032
844 3,321
19,781 7,844
9,434,901 9,481,671
B67,934 (87,131)
0 (16,358}
867,934 (103,489)
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Annual Financial Statements for the year ended 30 June 2007

CITY of CAPE TOWN

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2007

CASH FLOW FROM OPERATING ACTIVITIES

Cash receipts from ratepayers, government and other
Cash paid fo suppliers and employees

Cash generated from operations

Interest received

Interast paid

NET CASH FROM OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, ptant and equipment

Proceeds on disposal of property, plant and equipment
Increase in assets held for sale

Decreases in non-current receivables

Decreasef{increase) in investiments

NET CASH FROM INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES

MNew loans raised (Interest capitalised)
Loans repaid

Increase in consumer deposits

NET CASH FROM FINANCING ACTIVITIES

NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents af the beginning of the year

Cash and cash equivalents at the end of the year

Note

38

40

2007 2006
Restated
R '000 R 000
10,653,078 9,305,851
(8,044 969} (7,204 481)
2,508 107 2,101,370
242,154 203,121
{224 606) (327 437)
2,525,605 4,977,054
{1,969,407) (1,533,463}
55,195 49,713
(980} -
17 616 39,197
(83,233} (61,791}
(1,880,809) (1,506,344)
29,293 236,387
{(135,054) (379,718)
37467 15,296
(68,294) {128,035)
476,552 342,675
2,054 467 1,711,792
2,531,019 2,054 467
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Annual Financial Statements for the year ended 30 June 2007

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL
STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007

BASIS OF PRESENTATION

The annual financial statements have been prepared in accordance with the Standards of Generally
Recognised Accounting Practices (GRAP) and the Standards of Generally Accepted Municipat Accounting
Practices (GAMAP) prescribed by the Minister of Finance in terms of General Notice 991 and 992 of 2005.

These standards are summarized as follows:

GRAP 1 Presentation of Financial Statements

GRAP 2 Cash Flow Statements

GRAP 3 Accounting Policies, Changes in Accounting Estimates and Errors
GAMAP 4 The Effects of Changes in Foreign Exchange Rates

GAMAP & Censolidated Financial Statements and Accounting for Controlled Entities
GAMAP 7 Accounting for Investments in Associates

GAMAP 8 Financial Reporting of Interests in Joint Ventures

GAMAP 9 Revenue

GAMAP 12 Inventeries

GAMAP 17 Property, Plant and Equipment

GAMAP 19 Provisions, Contingent Liabilities and Contingent Asset

Accounting policies for material transactions, events or conditions not coverad by the above GRAP and
GAMAP Standards have been developed in accordance with paragraphs 7, 11 and 12 of GRAP 3. These
accounting policies and the applicable disclosures have been based on the South African Statements of
Generally Accepted Accounting Practices (GAAP) including any interpretations of such Statements issued
by the Accounting Practices Board.

The Minister of Finance has, in terms of Generai Notice 552 of 2007, exempted compliance with certain of
the above-mentioned standards and aspects or parts of these standards. The City has opted not to apply
any of the exemptions for the 06/07 financial year which is consistent with the basis of preparation adopted
for the 05/06 financial year.

A summary of the significant accounting policies, which have been consistently applied, except for the
following:

e The City made certain retrospective changes to its application of certain accounting standards. The
changes were:

= investments available for sale have been reclassified as investment property to the value of R4
million (2006: R4 million).

= IT software items have been reclassified from property, plant and equipment to intangible
assets to the value of R71,9 million {2006: R120 million) and the related depreciation from
depreciation to amortisation. The City has identified and recorded software that was previously
included as part of Property, plant and equipment as a separate intangible asset because it
was not considered an integral part of the related hardware,

* The City has adopted AC134. As a result, capital grants and receipts relating to the creation of fixed
assets are inciuded in non-current liabilities as deferred income, and are credited to the Statement of
Financial Performance on a straight-line basis over the expected useful lives of the related asset. In
terms of the MFMA Circular 18, the City previously recognised the full extent of conditional grants and
receipts related to capital as revenue in the Statement of Financial Performance cnce the criteria,
conditions or obligations embodied in the agreement have been met. An amount of R4,625 miltion
(2006: R4,386 million) has been reclassified from reserves to non-current liabifities. Further details are
given in the Statement of Changes in Net Assels and note 3 and 37.
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2.1

2.2

Annual Financial Statements for the year ended 30 June 2007

In the process of applying the City's accounting policies, management has made the following significant
accounting judgements, estimates and assumpticns, which have the most significant effect on the amounts
recognised in the financial statements:

s Operating Lease Commitments — City as Lessor
The City has entered into commercial property leases on iis investment property portfofio. The City has
determined that it retains all the significant risks and rewards of ownership of these properties and so
accounts for them as cperating leases.

+  Pension and Other Post Employment Benefits
The cost of defined benefit pension plans and other employment medical benefits is determined using
actuarial valuations. The actuarial valuation involves making assumplicns about discount rates,
expected rates of refurn on assets, future salary increases, mortality rates and future pension increases.
Due to the long term nature of these plans, such estimates are subject to significant uncertainty.

e Revenue recognition
The calculation in respect of the recognition of revenue is based an past debtor payment ratio trends
and was performed per service idenfifiable categories across all classes of debtors.

HOUSING FUNDS

The Housing Development Fund was established in terms of the Housing Act (Act No 107 of 1897).
Housing Development Fund

Sections 15(5) and 16 of the Housing Act, (Act 107 of 1997), which came into operation on 1 April 1998,
required that the City maintain & separate housing operating account. This legislated separate operating
account is known as the Housing Development Fund.

The Housing Act also requires in terms of Section 14(4) {d) (ii) (aa) read with, inter alia, Section 16(2) that
the net proceeds of any letting, sale or alienation of property, previously financed from government housing
funds, be paid into a separate operaling account and be utilised by the City for housing development in
accordance with the Naticnal Housing Policy.

The following provisions are set for the creation and utilization of the Housing Development Fund:

o The Mousing Development Fund is cash backed, and invested in accordance with the investrment
policy of the City.

o The proceeds in this fund are utilized for housing developments in accordance with the national
housing policy and also for housing development projects approved by the MEC for housing.

o Any contributions to or from the fund are shown as transfers in the Statement of Changes in Net
Assetis.

o Interest earned on the investments of the fund is disclosed as interest earned in the Statement of
Financial Performance.

Unrealised Housing Proceeds

In order to comply with Section 14(4) {(d) (i) and (i} of the Housing Act, (Act 107 of 1997} where all net
proceeds need to be paid into the Housing Development Fund, it was necessary to create a holding account
which represents the unrealised funds due by long-term housing selling developments and spensered loan
debtors. This account is reduced when debtors are hilled for their current loan repayments.

RESERVES

The City creates and maintains reserves in terms of specific requirements.
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3.2

3.3

Annual Financial Statements for the year ended 30 June 2007

Capital Replacement Reserve (CRR)

in order to finance the provision of infrastructure and other property, plant and equipment, from internal
sources, amounts are transferred from the accumutated surplus to the CRR in terms of delegated powers.
The following provisions are set for the creation and utilisation of the CRR:

o The cash funds which back up the CRR are invested until utilised. The cash may only be invested in
accordance with the investment policy of the City.

o The CRR may only be utilised for the purpose of purchasing items of property, plant and equipment and
may not be used for the maintenance of these items.

o Whenever an asset is purchased out of the CRR, an amount equal to the cost price of the asset is
transferred from the CRR and the accumulated surplus is credited by a corresponding amount.

o If a profit is made on the sale of assets other than iand, the profit on these assets is reflected in the
Statement of Financial Performance and is then transferred, via the Statement of Changes in Net
Assets, to the CRR, provided that it is cash backed. Profit on the sale of land is not fransferred fo the
CRR as itis regarded as revenue.

Insurance Reserve

A general insurance reserve has been established and, subject to re-insurance where deemed necessary, it
covers claims that may occur. Premiums are charged to the respective services taking into account claims
history and replacement value of the insured assets.

Reinsurance premiums paid to external re-insurers are regarded as an expense and are shown as such in
the Statement of Financial Performance. The net surplus or deficit on the insurance operating account is
transferred to or from the insurance reserve via the Statement of Changes in Net Assets.

The balance of the self-insurance reserve is invested in short term cash investments. Interest earned on the
insurance reserve is recorded as interest earned in the Statement of Financial Performance and is
transferred 1o the Insurance reserve via the Statement of Changes in Net Assets as a contribution.

An actuarial valuation is obtained each year to assess the adequacy of the Insurance Reserve at year-end.

Compensation for Occupational Injuries and Diseases (COID) Reserve

The City has been exempted from making contributions to the Compensation Commissioner for
Occupational tnjuries and Diseases in terms of Section 84 of the COID Act.

The certificate of Exemption issued by the Commissioner and as prescribed by the Compensation for
Occupational Injuries and Diseases Act (No. 130 of 1993), requires that the City deposit cash and/or
securities with the Commissioner, the market values of which in aggregate, shall not be less than the
capitalised value of the continuing liability of the City as at 31 December of each year.

The continuing liability is that of annual pensions, the capitalized value of which is determined on the basis
of an actuarial determination prescribed by the Commissioner. A COID Reserve has been established to
equate to the value of the continuing fiability. The market value of the securities is determined annually by
the Commissioner and the City is required to meet any shortfall in the aggregate value of the secusities as at
31 December. Monthly pensions are funded by transferring funds out of the reserve to the expense account
in the Statement of Financial Performance.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated
impairment or at fair value where assets have been acquired by grant or donation.

Heritage assets, which are culturally significant resources and which are shown at cost, are not depreciated
owing to the uncertainty regarding their estimated useful ives. Land is also not depreciated as it is deemed
to have an indefiniie life.
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Where items of property, plant and equipment have been impaired, the carrying value is adjusted by the
impairment loss, which is recognised as an expense in the Statement of Financial Performance in the period
that the impairment is identified.

Subsequent expenditure relating to property, plant and equipment is capitalised if it is probable that future
econcmic benefits or potential service delivery of the assets are enhanced in excess of the originally
assessed standard of performance. If expenditure only restores the originally assessed standard of
perfermance, then it is regarded as repairs and maintenance and is expensed.

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is

determined as the difference between the sales proceeds and the carrying value and is recognised in the
Statement of Financiat Performance.

Depreciation rates

Depreciation is calculated on cost, using the straight-fine method, over the estimated useful lives of the
assets. The depreciation rates are based on the following estimated useful lives:

Years Years
infrastructure Other
Roads and Paving 16-30 Buildings 20-30
Pedestrian Malls 30 Specialist vehicles 10-15
Electricity 20-30 Gther vehicles 5-9
Water 15-20 Office equipment 3-7
Sewerage 15-20 Furniture and fittings 7-10
Housing 30 Watercraft 15
Bins and containers 5
Community Specialized plant and
Improvements 30 Equipment 10-15
Recreational Facilities 20-30 Other plant and
Security 5 Equipment 2-5
Landfill Sites 3¢

Assets under construction work are carried at cost. Depreciation commences when the asset is ready for
their intended use.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as
owned assetls or, where shorter, the term of the relevant lease.

The City has an obligation to rehabilitate its landfil sites in terms of its license slipulations.
Provision is made for the estimated costs of closure and rehabilitation during, and at the end of the life of the
tandfill sites where a constructive obligation exists. Rehabilitation costs capitalised to the cost of the landfill
site, are written off on a straight-line basis over the estimated useful lives of the site.

Investment properties

Investment properties are held to earn rental income and for capital appreciation and are stated at cost less
accumulated depreciation. Investment properties are written down for impairment where considered
necessary. Investment property excludes owner-occupied property which is used in the production or supply
of goods or services or for administrative purposes or property held to provide a social service.

Investment property, other than vacant land, is depreciated on the straight-line basis over the useful lives of
the assets estimated at 20 to 30 years.

Intangible assets

Anintangible asset is defined as an identifiable non—-monetary asset without physical substance held for use
in the production or supply of goods or services, for rental to others, or for administrative purposes.

The City recognises computer development software costs as intangible assets if the costs are clearly
associated with an identifiable and unique system controlled by the City and have a probable benefit
exceeding one year. Direct costs include software development employee costs and an appropriate portion
of relevant overheads. However, computer software costs associated with maintaining computer software
programs and the acquisition of software licences are recognised as an expense as incurred.
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Direct computer software development costs recognised as assets are amortised on the straight-line basis
over the useful lives of the assets estimated at 3 to b years.

INVESTMENTS

Financial assets and financial liabilities are recognised on the City's staternent of financial position when the
City has become a party to contractual provisions of the instrument.

Investments in Financial Instruments

o Held to maturity (HTM) investments are financial assets with fixed or determinable payments and fixed
maturity where the City has the positive intent and ability to hiold the investment to maturity.

o Loans and receivables originated by the enterprise are financial assets that are created by providing
money, gocds or services directly to a debtor.

o Financial assets at fair value through profit or loss are financial assets that meet either of the following
conditions:

¥ they are classified as held for trading, or
> upon initial recognition they are designated as at fair value through the statement of financial
performance.

o Available for sale investments are financial assets that are designated as available for sale or are not
classified as,

loans and receivables,
heid to maturity investments, or
financial assets at fair value through the statement of financial performance.

Y VY

Initial Measurement of financial instruments is at cost, which is the fair value of the consideration given or
received. The fair value is usually the transaction price or market price. In terms of AC 133:67 transaction
costs are included in the initial measurement of financiat assets except for financial assets at fair value
through profit and toss on which transaction costs are recognised in the statement of financial performance.
Transaction costs include fees and commissions paid to agents, advisors, brokers and dealers, levies by
regulatory agencies and securities exchanges and transfer taxes and duties. Transaction costs do not
include debt premium or discount, financing costs or allocations of internal administrative or holding costs,

Subsequent Measurement of financiat assets.

o HTM investments and ioans and receivables originated by the City and not held for trading are
subsequently recognized at amortized cost using the effective interest rate method. Amaortized cost is
defined in AC 133:11 as the amount at which the financial asset was measured at initial recognition
minus principal repayments, plus or minus the cumulative amortization of any difference between that
initial amount and the maturity amount, and minus any write-down for impairment or uncoliectability.

o Financial assets at fair value through profit or loss, and available for sale investments are measured at
fair value without any deduction for transaction costs. Fair value is determined using valuation
techniques which discount future cash flows attributable to the financial assets.

The carrying amounts of such investments are reduced to recognize any decline, other than a temporary
decline, in the value of individual investments. This reduction in carrying value is recognised in the
staternent of financial performance.

Investment in Controlled Entities

investments in controiled entities under ownership control or effective control of the City are carried at cost
and are classified as available for sale investments. Separate consolidated financial statements will be
prepared to account for the City's share of net assets and post-acquisition resulis of these investments.

CITY OF CAPE TOWN 1| ISIXEKO SASEKAPA | STAD KAAPSTAD
FINANCIAL STATEMENTS 2007

29



5.3

9.1

9.2

Annual Financial Statements for the year ended 30 June 2007

The carrying amounts of such investments are reduced to recognize any decline, other than one of a
temporary nature, in the value of individual investments. This reduction in carrying value is recognized in the
statement of financial performance.

Interests in Joint Ventures

A jfoint venture is a contractual arrangement whereby the City and other parties undertake an economic
activity that is subject fo joint control. Interests in joint ventures are stated at cost and are classified as
available for sale investments. Separate consolidated financial statements will be prepared to account for
the City’s share of net assets and post-acquisition results of these investments

The carrying amounts of such investments are reduced to recognize any decline, other than one of a
temporary nature, in the value of individual investments. This reduction in carrying value is recognised in
the statement of financial performance.

INVENTORIES

Inventories consist of raw materials, work in progress, consumables and finished goods, which are valued at
the lower of cost, determined on the weighted average basis, and net realisable value. Where it is held for
distribution or consumption at no charge or for a nominal amount, inventories are valued at the lower of cost
and current replacement value.

Cost of inventories comprises all costs of purchase, cost of conversion and other costs incurred in bringing
the inventories to their present location and condition.

Redundant and slow moving inventeories are identified and written down to their estimated net realisable
values. Consumables are written down according to their age, condition and utility.

ACCOUNTS RECEIVABLE

Initially accounts receivable are valued at fair value and subsequently carried at amortised cost using the
effective interest rate method. An estimate is made for doubtful debt based on past default experience of ali
outstanding amounis at year-end. Bad debts are written off the year in which they are identified as
irrecoverable, Amounis receivable within 12 months from the date of reporting are classified as current.

A provision for impairment of trade receivables is established when there is objective evidence that the City
will not be able to coillect alt amounts due according to the original terms of receivables. The amount of the
provision is the difference between the assel’s carrying amount and the present value of estimated future
cash flows, discounted at the effective interest rate.

TRADE AND OTHER PAYABLES

Trade and other payables are stated at their nominal value.

REVENUE RECOGNITION

Revenue, excluding value-added taxation where appilicable, is derived from a variety of sources which
include rates levied, grants from other tiers of government and revenue from trading activities and other
services provided. Revenue is recognised when it is probable that future economic benefits or service
potential will flow to the City and these benefits can be measured reliably. Revenue arising from the
application of the approved tariff of charges is recognised when the relevant service is rendered by applying
the relevant authorised tariff, This includes the issuing of licences and permits.

Revenue from rates is recognised when the legal entitlement to this revenue arises. Collection charges are
recognised when such amounts are legally enforceable. [nterest on unpaid rates is recognised on a time
proportion 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.

Service charges relating to solid waste, sanitation and sewage are levied in terms of the approved tariffs.
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Service charges relating to Electricity and Water are basad on consumption. Meters are read on a periodic
basis and revenue is recognised when invoiced. Provisional estimates of consumption are made monthly
when meter readings have not been performed and are based on the consumption history. The provisional
estimates of consumption are recognised as revenue when invoiced. Adjustments to provisional estimates
of consumption are made in the invoicing period when meters have been read. These adjustments are
recognised as revenue in the invoicing period.

Fines constitute both spot fines and summonses. Revenue from spot fines is recognised when payment is
received, and the revenue from the issuing of summonses is only recognised when collected by the Courts.
Due to the various legal processes that can apply to summonses and the inadequate information received
from the Courts, it is not possibie to measure this revenue when the summaons is issued.

Various services are provided on a prepayment basis in which case no formal billing takes place and
revenue is recognised when received.

Income in respect of housing rental and instalment sale agreements is accrued monthiy,
Interest earned on investmenis is recognised in the Statement of Financial Performance on a time
proportionate basis that takes into account the effective vield on the investment. Interast may be transferred

from the accumulated surplus to the Housing Development Fund or the Insurance Reserve.

Interest earned on the following investments is not recognised in the Statement of Financial Performance:

© Interest earned on Trust Funds is allocated directly to the fund and is not recognised in the Statement of
Financial Performance.

o Interest earned on unutilised conditional grants is allocated directly to the creditor: unutilised conditional
grants, if the grant conditions indicate that interest is payable to the funder.

Dividends are recognised when the City's right to receive payment is established.

Income for agency services is recognized on a monthly basis once the income collected on behalf of agents
has been quantified. The income is recognized in terms of the agency agreement.

Donations are recognized on a cash receipt basis or where the donation is in the form of property, plant and
equipment, when the risks or rewards of ownership have transferred to the City.

Income from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated
procedures, including those set out in the Municipal Finance Management Act (Act No 56 of 2003) and is
recognised when the recovery thereof from the responsibie councillors or officials is probable.

Revenue from the sale of goods is recognised when alf the following conditions have been satisfied:

o The City has transferred to the buyer the significant risks and rewards of ownership of the goods.

o The City retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective control over the gocds sold.

o The amount of revenue can be measured reliably.

o [tis probable that the economic benefits or service potential associated with the transaction will flow to
the City.

o The costs incurred or to be incurred in respect of the transaction can be measured reliably.
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OFFSETTING

Financial assets and liabilities are offset and the net amount reported on the balance sheet when there is a
iegally enforceabie right to set-off the recognised amount and there is an intention {o settle on a net basis, or
o realise the asset and settle the liability simuitanecusly.

CONDITIONAL GRANTS AND RECEIPTS

Income received from conditional grants, donations and subsidies are recognised to the extent that the City
has compiied with any of the criteria, conditions or ohligations embodied in the agreement. To the extent
that the criteria, conditions or obligations have not been met a liability is recognised and funds invested until
it is utilised.

Interest earned on the investment is treated in accordance with grant conditions. [fitis payable to the funder
it is recorded as part of the creditor. If it is the City's interest it is recognised as interest earned in the
statement of financial performance.

Grants and receipts of a revenue nature

Income is transferred to the statement of financial performance as revenue to the extent that the criteria,
conditicns or obligations have been met.

Grants and receipts of a capital nature

income is reclassified as deferred income under non-current liabilities in the statement of financial position to
the extent that the criteria, conditions or chligations have been met and is credited fo the statement of
financial performance on a straight-line basis over the expected useful lives of the related asset.

PROVISIONS

A provision is recognized when the City has a present legal or constructive obligation as a result of a past
event and it is probabile that an cutflow of resources embodying economic benefits or service potential will
be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, provisions are determined by discounting the expected future
cash flows that reflect current market assessments of the time value of money. The impact of the pericdic
unwinding of the discount is recognised in the statement of financial performance as a finance cost as it
OCCUrS.

CASH AND CASH EQUIVALENTS

Cash includes cash on hand and cash with banks. Cash equivalents are short-ferm highly liguid investments
that are held with registered banking institutions with maturities of twetve months or less and are subject to
an insignificant risk of change in value.

For the purposes of the cash flow statement, cash and cash equivalents comprises of cash on hand,
deposits held on call with banks and investments in financial instruments, net of bank overdrafts.

EMPLOYEES BENEFITS

Retirement Benefit 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 sarvice in the
current and prior periods. Defined benefit plans are post-employment benefit plans other than defined
coniribution plans.
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The City provides retirement benefits for its employees and councillors. The contributions fo fund obligations
for the payment of retirement benefits are charged against income in the year they become payable. The
defined benefit funds, which are administered on a provincial basis, are actuarially valued tri-annually on the
projectad unit credit method basis. Deficits identified are recovered through lump sum payments or
increased future contributions on a proportional basis to all participating municipalities.

Post Retirement Pension Funds

Pension contributions in respect of employees who were not members of a pension fund are recognised as
an expense when incurred. Staff Provident Funds are maintained to accommodate personnel who, due to
age, cannot join or be part of the various Pension Funds. The City contributes monthly fo the Funds. These
contributions are charged to the operating account when employees have rendered the service entitling them
to the contribution. Actuarial valuation of the liability is performed on an annual basis. The projected unit
credit method has been used to value the liabilities,

The liability in respect of current pensioners is regarded as fully accrued and is therefore not split between a
past (or accrued) and future in service element. The liability is recognised at the fair value of the obligation
together with adjustments for the unrecognised actuarial gains and losses and past service costs,

Actuarial gains or losses are accounted for using the “corridor method”. Actuarial gains and losses are
eligible for recognition in the statement of financial performance to the extent that they exceed 10 per cent of
the present value of the gross defined benefit obligations in the scheme. Actuarial gains and losses
exceeding 10 per cent are spread over the expected average remaining working lives of the employees
participating in the scheme. Actuarial valuations are performed annually.

14_3Medical Aid: Continued Members

The City provides post retirement benefits by subsidising the medical aid contributions of certain retired staff,
According to the rules of the medical aid funds, with which the City is associated, a member {(who is cn the
current conditions of service), on retirement, is entitled to remain a continued member of such medical aid
fund, in which case the member is liable for 30% of the medical aid membership fee, and the City for the
remaining 70%. Under an accrued rights position agreed to by Council, the age of internally appointed staff
under the City’s new conditions of service determines, on a sliding scale basis, the post-retirement subsidy for
medical aid. External appeintments da not qualify for post retirement medical aid subsidy.

These contributions are charged to the operating account when employees have rendered the service
entitling them to the contribution. in addition the City will contribute annually for the next five years, with effect
from 1 July 2003, towards funding the unrecognised transitional Eability which was calculated on the projected
unit credit actuarial valuation method (AC 116).

The Hability in respect of current pensioners is regarded as fully accrued and is therefore not spiit between a
past (or accrued) and future in service element. The liability is recognised at the fair vatue of the obligation
together with adjustments for the unrecognised actuarial gains and losses and past service costs.

Actuarial gains or {osses are accounted for using the “corridor method”. Actuarial gains and losses are
eligible for recognition in the statement of financial performance to the extent that they exceed 10 per cent of
the present value of the gross defined benefit obligations in the scheme. Actuarial gains and losses
exceeding 10 per cent are spread over the expected average remaining working lives of the employees
participating in the scheme. Actuarial valuations are performed annually.

14.4 Short-term and long-term employee benefits

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 City recegnises the expected cost of performance bonuses
only when the City has a present tegal or constructive obligation to make such payment and a reliable
estimate can be made.

The City provides iong-term incentives to eligible employees payable on completion of years of employment.
The City's liability is based on an actuarial valuation. The projected unit credit method has been used o
value the liabilities. Actuarial gains and losses con the long-term incentives are accounted for through the
statement of financial performance.
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LEASES

The City as Lessee

Leases are classified as finance leases where substantially all the risks and rewards associated with
ownership of an asset are transferred to the City.

Assets subject to finance lease agreements are capitalised at their cash cost equivalent and the
corresponding liabilities are raised. The cost of the assets is depreciated at appropriate rates on the
straight-line basis over the estimated useful lives of the assets, Lease payments are aliocated between the
lease finance cost and the capital repayment using the effective interest rate method. Lease finance costs
are expensed when incurred.

Operating leases are those ieases which do not fall within the scope of the above definition. Payments made

under operating leases are charged fo the statement of financial performance on a straight-line basis over
the period of the lease.

The City as Lessor

Rental income from cperating leases is recognised on a straight line basis over the term of the relevant
lease.

BORROWINGS

Interest-bearing external loans and bank overdrafts are recorded net of direct issue costs. Finance charges,
including premiums payable, are accounted for an an accrual basis. Borrowings are initialty recognised at
fair value, net of transaction costs. Subsequently, they are measured at amortised cost using the effective
interest rate method.

DERIVATIVE FINANCIAL INSTRUMENTS

The City has entered info interest rate swap agreements in order to manage the floating interest rate risk
attached to certain of its external borrowings. These derivatives are classified as held for trading financial
instruments. Upon initiat recognition, the City measures these derivatives at fair value through profit or loss.
Subsequently, they are re-measured at fair value and carried on the balance sheet as assets when the fair
value is positive and liabitities when the fair value is negative.

GRANTS-IN-AID

The City transfers money to individuals, organisations and other sectors of government from time to time.
When making these transfers, the City does not:

o Receive any goods or services directly in return, as would be expected in a purchase or sale
transaction;

o Expectio be repaid in future; or
o Expect a financial return, as would be expected from an investment.

These transfers are recognised in the statement of financial performance as expenses in the period that the
events giving rise to the transfer occurred.

VALUE ADDED TAX

The City accounts for Value Added Tax on the payment basis.
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UNAUTHORISED EXPENDITURE

Unauthorised expenditure is expenditure that has not been budgeted for expenditure that is not in terms of
the conditions of an allocation received from another sphere of government, municipality or organ of state
and expenditure in the form of a grant that is not permitted in terms of the Municipal Finance Management
Act {(Act No 56 of 2003). Unauthorised expenditure is accounted for as an expense in the statement of
firancial performance and where recovered, it is subsequently accounied for as revenue in the statement of
financial performance.

IRREGULAR EXPENDITURE

Irregular expendiiure is expenditure that is contrary to the Municipal Finance Management Act (Act No 56 of
2003), the Municipal Systems Act {Act No 32 of 2000}, and the Public Office Bearers Act (Act No 20 of
1998} or is in contravention of the Municipality's supply chain management policy. frregular expenditure
excludes unauthorized expenditure. trregular expenditure is accounted for as expenditure in the statement
of financial performance and where recovered, it is subsequently acceunted for as revenue in the statement
of financial performance.

FRUITLESS AND WASTEFUL EXPENDITURE

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had
reasonable care been exercised. Fruitless and wasteful expenditure is accounied for as expenditure in the
statement of financial performance and where recovered, itis subsequently accounted for as revenue in the
statement of financial performance.

FOREIGN CURRENCY TRANSACTIONS

Transactions in foreign currencies are initially accounted for at the rate of exchange ruling on the date of the
transaction. Trade creditors denominated in foreign currency are reported at balance sheet date by applying
the exchange rate at that date. Exchange differences arising on the settlement of creditors ar on reporting
of creditors at rates different from those at which they were initially recorded during the period, are
recognized as income or as expenses in the period in which they arise.

COMPARATIVE INFORMATION

When the presentation or classification of items in the annual financial statements are amended, prior pericd
comparative amounts are reclassified and restated. The nature and reasons for the reclassification and
restatement are disclosed.
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CITY of CAPE TOWN
NOTES TQ THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007

HOUSING DEVELOPMENT FUND

Realised Housing Proceeds

Balance at beginning of the year
Income
Land Sales
Repayments Long-Term Debtors
Repayments Public Organisations
Service Contributions
Subsidy Refunds and Cther

Add: Interest

Less : Expendittire
Funding Capital Projects
Funding Operating Projects

Less : Non Cash transfer to provisicn for impairment

Balance at the end of the year

Realised Housing Proceeds are fuily funded and invested In ring fenced financial instruments.

Unrealised Housing Proceeds

Balance at beginning of the year
Less : Loans realised
Long-term Housing Loans
Long-term Loans Public Organisations

Transfer to / from pravision for impairment
Balance at the end of the year

Unrealised Housing Proceeds represent loan repayments not yet due in terms of the debtors loan
agreement.

TCTAL

RESERVES

Capital Replacement Reserve

Insurance Reserve
Self-insurance Reserve
colb

Total Reserves

The Capital Replacement Reserve and the Self-insurance Reserve are fully funded and invested in ring-
fenced financial instruments.

DEFERRED INCOME

Assets financed from Capitalisation Reserve
Assels financed from Government Grants
Assets financed from Public Confributions

Less : Gurrent portion fransferred to payables
Total Deferred Incame

Reconciliatien of movement

Balance at beginning of the year

Additions during the year

Income recognised during the year

Balance at end of the year

Less: current portion

Non-current portion

Deferred income represents grants received from government, and capital contributions from cusiomers,
to construct and acquire capital assets.
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2007 2006
Restated
R'008 K '000
207,244 251,675
68,647 60,947
851 9,797
45,713 41,673
2,884 3,088
G,068 0
13,331 6,439
9,619 5457
29 674 92,729
5,566 16,932
24,108 75,7897
11,480 181586
244 356 207,244
294 383 303,295
22,774 22,217
21,284 18,008
1,480 3,209
16,260 13,305
287 889 294 383
532,225 501,627
807,483 520,846
542 935 463,754
521,502 439,380
28,433 24,384
1,357,428 994,610
2,367,805 2.532,606
2,110,872 1,738,708
150,531 114,111
4,629 308 4,386 428
(254,912} (264,029}
4,374,396 4,122,397
4,386,428 4,228 867
H0z2,605 504,443
(259,723} (346,684)
4,628,308 4,386,426
(254 912) (264,029)
4,374,396 4,122,387
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CITY of CAPE TOWN
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007

2007 2006
Restated
R 080 R '060
4, LONG-TERM LIABILITIES

Locat Registered Stock Loans 11,400 11,400
Annuity Loans 38,458 48,771
Other Loans 2,019,021 2,103,181
Finance Leases 180,058 191,347
Sub-total 2,248,838 2,354,689
Less : Current portion transferred to current liabilities 210,886 137,477
Annuity Loans 11,464 10,312
Other Loans 188,825 118,171
Finance Leases 10,887 7,894
Total Long-term liabilities (Refer to Appendix A for more detail) 2,038,052 2,217,222

The capitalised lease Habiliies are secured by items of leased plant with a carrying value of R188,507 million. R426,474 million (2006:
R348 949 million) has been invested in specific ring-fenced deposit accounts for the repayment of long-term liabilities. Refer note 15 and 41
for more detail.

Determination of fair value

The fair value of the long-term liabilities was determined by discounting their cash flows from the reporting date fo their final maturity dates at
rates equal to the prevailing rates of return for financial instruments having substantially the same terms and characteristics.

The fair vaiue of leng-term liabilities held at amortised cost amounted to R2,390 million (2006: R2,540 millicn)

The abligations under finance leases are scheduled below:

Minimum Present value of
tease payments minimum jease payments
2007 2006 2047 20086
R ‘090 R 000 R000 R 000

Amounts payable under finance leases:
Payabie within one year 38,350 36,335 10,597 7,894
Payable within two to five years 251,787 222,070 168,462 121,487
Payable after five years 4] 71,212 a 61,866

290,137 329,617 180,059 191,347
Less: Future finance obligations (110,078) {138,270} 0 0
Present value of lease obligations 180,058 191,347 180,058 181,347
Less: Amounis due for settlernent within 12 months (10,597) (7,894)
Amount due for settlerment after 12 months 168,462 183,353
Refer to Appendix A1 for descriptions of structured loans and finance leases.

5 NON-CURRENT PROVISIONS

Rehabilitation of Landfil sites 272,513 288,568
Post Refirement Medical Aid Benefits 1,520,680 1,241,630
Post Refirement Pension Benefits 12,052 12,448
Long Service Leave Benefits 159,730 0
Total Nan-current Provisions 1,964,975 1,543,647

Landfiii Sites

in terms of the licensing stipulations of the landfill refuse sites, the City will incur rehabilitation costs of R280 million to restore the sites,
Provision has been made for this amount based on the net present value of cost. The provision has been determined on the basis of a recent
independent study. The cost factors derived from the study by a firm of consulting engineers have been applied and projecied at an inflation
rate of 5,6% and discounted 1o present value at the average borrowing cost of 11,42%.

Post Retirement Medical Aid Benefit
The total liability in respect of postretirement medical benefits amounts to R 1 774,10 million as at 30 June 2007 (2006 : R1 595 87 million}.
Provision for R1 596,68 million has been made (non-current R1 520,68 million, current R76,0 miliion) - refer note 7 and 47.

Post Retirement Pension Benefits

An actuarial valuation has been performed of the City's unfunded fiability in respect of Revenue Pension benefits fo eligible empicyees,
retirees and refrenched amployees to whom the Municipality must contribute until they reach retirement age. The unfunded fiability in respect
of past service has been estimated at R14,8 million of which R12,1 million refates to the non current portion - refer note 47.

{.ong Service Leave Benefits
The {ong service leave benefits provision relates to vested leave benefils to which employees may become entitled upon compietion of ten
years service and every five years thereatter. The provision is utilised when empioyees are enlitied to these awards.
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Reconciliation of movement in non-current provisions

Post Post
Long  Service . Retirement Retirement
| eave Benefits Landfili Sites  pagical Ald Petisian
Benefits Benefits
R '000 R '0RO R 0G0 R 000
As at 30 June 20607
Balance at beginning of the year 0 289,569 1,241,630 12,448
Transfer from (to) current (18,940} 0 (70,098) (2,1686)
Centributions fo {from) provisions 178,670 (17,056) 349,148 1,770
Balance at end of the year 159,730 272,513 1,520,680 12,052
As at 30 June 2006
Balance at beginning of the year 0 [} 948,330 18,008
Transfer from current g (20,000) (11,000 (875)
Contributions to provisions 0 309,569 303,300 (5,685)
Balance at end of the year 0 289,569 1,241,630 12,448
2007 2006
Restated
R'000 R 004
CONSUMER DEPOSITS
Electricity and Water 214,449 176,982
Guarantaes held in lieu of electricity and water deposils were R27 0m (2006 : R25,5m}
PROVISIONS
Ambulance Incentive 713 713
COID Short term portion 2,480 2,378
Insurance claims 1,038 1,847
legal Fees 4,028 800
Landfill sites 7,623 20,000
Post Retirement Medical Ald Benefits 76,000 71,000
SARS 0 57,535
Post Retirement Pension Benefils 2,700 3,000
Siaff Leave 219,707 180,814
Long Service Laave Benefils 18,940 0
Total Provisions (refer Appendix G for more detail) 333,208 337,888

Ambuiance incentive

An incentive amount was negotiated with the unions to be provided for ambulance staff as cormnpensation for their willingness to be transferred
o the Provincial Administration Western Cape.

Insurance Claims

Provision has been made for outstanding insurance claims as at 30 June 2007 out of the Insurance Reserve.

Legal Fees

Legal costs relating to the process of defending City of Cape Town in Labour Appeal Courl and Labour Gourt cases of which the courf dates
have already been sel.

Landfill sites

Gurrent portion of long-term provision, which is due -refer note 5 for mare detail.

Post Retirement Medicat Aid Benefits

Current portion of long-term provision, which is due - refer note 5 for more detail.

SARS

A settlement with SARS has been reached and the matter has now been resolved.

Post Retirement Pension Benefits

Current portion of long-term provision, which is due - refer note & for more detail.

Btaff leave

Annual leave acerues to employees on an monthiy basis subject to certain conditions. The provision is an estimate of the amount due to staff
as at the financial year end,

Long Service Leave Benefits

Current portion of long-term provision, which is due - refer note & for more detail.
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10

11.

PAYABLES

Trade creditors

Payments recelved in advance
RSC Levies

Accrued interest
Inter-cornpany advances
Third party payments
Deferred income

Other creditors

Total Creditors

Guarantees held in fieu of retentions were R7,06 million

UNSPENT CONDITIONAL ERANTS AND RECEIPTS
Caonditional Grants from other spheres of Government
National Government

PAWC - other

Other Conditional Receipts
Puhblic contributions

Total Conditionat Grants and Receipts

These amaounts are separately invested in terms of seclicn 12 of the MFMA. Refer note 26 and 28 for

more detail of grants from National and Provincial Government.

vAaT

VAT Payable
VAT Receivahle

Net VAT Payable

VAT is payable on the payment basis. Only once payment is received from debtors is VAT paid over (o

South African Revenue Services.

PROPERTY, PLANT AND EQUIPMENT

As at 30 June 2007

Land and Buildings

Infrastructure

Community

Heritage

Leased Assets

Housing Rental Develcpments

Other

Total Property, Plant and Equipment

As at 30 June 2006

Land and Buildings

Infrastructure

Cammunity

Heritage

Leased Assets

Housing Rental Developments

Other

Total Property, Plant and Equipment {Refer to Appendix B and B for more detail)

2007 2008
Restated
R'0CO R000
1,195,172 964,644
458,622 487,531
22,658 56,264
59,024 22,144
214,278 118,371
121,041 158,083
254,912 264,029
46,153 43,055
2,372 860 2,115,127
492,138 345,022
237,444 147,300
254 694 197,722
95,271 93,741
95271 | 93 741
587,409 438,763
264,163 300,177
(147,136) (82,025)
117,027 208,152
Cost Accumulated Carrying
Depreciation Value
R 000 R'000 R'000
2,437,392 1,016,958 1,420,434
2,487 101 3,810,948 5,676,153
952,888 165,011 784,877
6,648 0 5,646
398,960 210,453 188,507
1,039,516 473,528 565,288
2,445 158 1,307,301 1,137,858
16,774,662 6,984,198 8,790,463
2,391,828 1,004,347 1,387,481
8,717,102 3,515,455 5,201,647
422,096 145,541 276,555
2,772 0 2,772
289,201 113,371 175,830
1,032,233 452,344 579,889
2,090,424 1,218,789 §71,635
14,945,656 6,449,847 3,495,809

Certain parcels of land, the value of which is included in land and buildings, have been made available to the Cape Town Community Housing

Company.

The lease property, plant and equipment is encumbered as set out in Note 4. Provision has been made for the estimated costs of restoring

refuse landfill sites, included in other assets, as described in Note 5.

The City is required to measure the residual vaiue of an item of property, plant and equipment. Management has determined that all of its
infrastructural assets have no active market value and the value of the amount at the end of its life would therefore be nil or insignificant.

During the current financial year the City reviewed the eslimated useful lives and residual values of property, plant and equipment. The review
resuited in a reduction of R84 million in the current year's depreciation and amortisation charge.
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12, INVESTMENT PROPERTY

13,

14,

15,
151

Cost Accumulated Carrying
Depreciation Value
R 600 R 000 R '000
As at 30 June 2007
Vacant Land 38,388 o 38,388
Land and Buildings 80,241 29,161 61,080
128,629 28,161 98,468
As at 30 June 2006
Vacant Land 38320 0 38,320
Land and Buildings 80,296 24,772 65,524
128,616 24,772 103,844
Rental income has been received on various properties during the year. Fair value is
determined from properly sales statistics, and is the basis for property valuations for
rating purposes.
Property valuations are conducted by independent valuers. The last General Valuation
was performed during the year under review and will be implemented with effect fram 1
July 2007, These valuations were used as basis for disclosure. The fair value of the
investment properlies amounted R287,535 miillion (R 171,722 milion)
INTANGIBLE ASSETS
Cost Accumulated Carrying
Amortisation Value
R '000 R '000 R '060
As at 30 June 2007
Computer Software 263,726 191,806 71,820
As at 30 June 2006
Computer Software 259 468 139,504 119,964
2007 2006
Restated
R 000 R 060
ASSETS CLASSIFIED AS HELD- FOR- SALE
Land held for sale 980 0
Various properties have been presented as held for sale following a Council decision to dispose of
properties no longer required for municipal purpeses, The disposing of municipal properties takes place
within a programme aimed at stimulating economic development. These fransactions are expected to yield
income of approximately R200 million and should be concluded by 30 June 2008,
INVESTMENTS
Held to maturity
Listed
R&8A Government stock at amortised cost 26,024 20,908
Eskom stock at amortised cost 1,512 1,474
Total iisted invesiments 27,536 22,383
The fair value of the fisted held to maturity investments is estimated at R 27,9 million {(Z008: R 22,9
million)
Unlisted
Bank Deposits
Fixed Deposits: Sinking fund deposits for redemption of long-term toan liabilities - refer note 4 426,474 348,049
Cther fixed Deposits 2,380,595 1,826,842
Less: Provision for impairment {14,800) (14,800)
Total unlisted investments 2,792,269 2,261,881
The fair value of the unlisted heid to maturity investments is estimated at R 2 882 million (2006: R 2 369
million}
Total held to maturity 2,818,805 2,284,374
Less: current portion maturing within next twelve months - refer note 20 (2,367 307) (1,914 517)
Total held to maturity (non current} 452,498 369,857
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15. 2 Available for sale

Unlisted

Investment in municipal entities at cost:

Cape Town Intemnational Cenvention Centre Company (Pty) Ltd
Less: Provision for impairment - refer note 31

Objective indicators of impairment of the City's investment in Convenco exist, which oblige the City to
calculate an impairment loss. The cost of the City's investment in Convenco, R284 million, has been
compared with its share of the present value of Convenco's estimated future cash flows (R77.3 million)
discounted at a markel related rate of interest and an amount of R245.2 million has been recognised as
an impairment loss.

Regional Electricity Distributor One (RED 1)
The City holds 5 ordinary shares of R1 each

Investment in joint venture company:

Cape Town Community Housing Company {Pty) Ltd
Criginal investment at cost

l.ess : Amounts previously written off

Less : Provision for impairment - refer note 21
QOther investment at cost

Total available for sale

The falr value of the unlisted available for sale investments is estimated at R 38,8 million (2006: R 39,3
millior)

Total Investments

Determination of fair value

The fair value of the listed investments was determined by reference to their quoted market price at the
reporting date.

The fair value of the unlisted investments was determined by discounting their future cash flows from the
reporting date to their maturity dates at rates equal to the prevalling rates of return for financial
instruments having substantially the same terms and characteristics.

LONG-TERM RECEIVABLES

Loans to employees
Sporting bodies
Public Organisations

Housing selling development loans
Less: Provision for impairment

Other : Road widening and Epping Fresh Market Credit Facility

l.ess : Current portion transferred to current recelvables
Loans to employees

Sporting bodies

Public Organisations

Housing seiling development loans

Other: Road widening and Epping Fresh Market Credit Facility

Total Non-Current Loans

Reconciliation of impairment provision
Balance at beginning of the year
Transters to/(from) provisions

Balance at 30 June

Loans to employees

Staff were entitled to various loans, such as car and computer loans, which attract interest at 8% to 17%
per annum, and are repayable over a maximum period of 8 years. These loans were granted before the
implementation of the MFMA and the last of the loans are repayable by 2010.

CITY OF CAPE TOWN 1| ISIXEKO SASEKAPA | STAD KAAPSTAD
FINANCIAL STATEMENTS 2007

41

2007 2006
Restated
R'o0o R '060

284,000 284,000
(245231 (244,703)
38,769 39,297

[ o

[} 0
256,285 25,697
{10,000) {10,000}
(16,289) {15,6887)
0 0
38,768 39,287
491,267 409,154
8,899 17,474
2,124 2,325
34,743 36,233
253,127 258,148
295,003 316,284
(41,876} (58,138)
65 2,394
298,958 316,574
19,773 22,287
4,455 6,456
188 201
1,414 1,377
13,703 11,818
i3 2,335
279,185 284,287
58,136 71,441
(16,260) (13,305)
41,876 58,136
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17

18

Sporting Bedies

Loans were made to sporting bodies to facilitate the development of sparting facilities. These loans atiract interest at a rate of 4% to 19% per
annum and are repayable over a maximum period of 20 years.

Public Crganisations

Loans to public organisations were granted in lerms of the National Housing policy. The applicable interest rate and loan repayment perfods
are determined by the Minister of Housing. At present these loans attract interest at 1%(buildings) and 11%(infrastructure} and are repayable
over 30 years.

Housing Selling Development Loans

Housing loans were granted fo qualifying individuals in terms of the National Housing policy. These loans atiract interest at a rate which is
currently 13,5% per annum and are repayable over 20 years.

Read Widening

A loan was made to a ratepayer for the amount due by him in respect of the construction of a road. This ioan atiracts interest at a rate of 15%
per annum and is repayable over a maximum periad of 10 years.

Epping Fresh Produce Market Credit

Certain accredited buyers at the Epping Market were allowed to buy fresh produce on credit. After the Epping Market was sold by the City,
the deblors negotiated with the Cily and approval was given for the repayment of the debt in monthiy instaiments.

2007 2006
Restated
Rooc R 000
INVENTORY
Consumable stores 114,780 80,630
Medical supplies 1,419 2,832
Spare parts 1,81¢@ 1,822
Meaters 15,318 14,247
Water 4,945 4,401
Other goeds held for resale (plants, compost, 2401 refuse bins) 21,189 17,669
Total Inventory 159,471 131,601
Inventory fo the value of R7,108 million (2006: R3,686 million) was written-off during the vear.
CONSLMER DEBTORS
Gross Provision for Net
Balances Impairment Balance
R'000 R000 R'000
As at 30 June 2007
Service debtors 3,509,275 (1,874,940} 1,634,335
Rates and Other 955,501 (368,432) 587,069
Trade: Electricity 475,365 {141,861) 333,504
Water 1,321,872 {832,043) 359,829
Waste Management (solid waste) 276,415 (151,577} 124,833
Waste Water Management (sewerage and sanitation} 461,170 (277,881) 183,189
RSC Levies 18,857 {3,048) 15,911
Housing Rental Developments 225,659 (188,146) 37,513
Public Organisations MHousing Loans 4,319 {1,435} 2,884
Housing Selling Developments 343,759 (265,938} 77,821
Total 4,083,012 (2,330,459} 1,752,553
As at 30 June 2006
Service debtors 4450214 (2,822,491) 1,627,723
Rates and Other 1,525,858 (628,735) 807,123
Trade: Electricity 536,152 (277,385) 258,757
Water 1,503,978 {1,248 515) 255,463
Waste Management {solid waste) 323,130 (256,629) 66,501
Waste Water Management (sewerage and sanitation) 518,315 (408,171) 110,144
RSC Levies 42,781 (2,046} 39,735
Housing Rentat Developments 307,325 (238,596} 70,728
Public Organisations Housing Loans 6,157 (4,743) 1,412
Housing Selling Developments 320,384 {201,302} 119,082
Total 5,084,080 (3,265,134) 1,818,946
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12,

As at 30 June 2007

Rates and Other

Eleciricity

Water

Waste Management

Waste Water Management
RSC Levies

Housing Rental Developments
Housing Selling Developments
Total

As at 30 June 2006

Rates and Other

Electricity

Water

Waste Management

Waste Water Management
RSC Levies

Housing Rental Developments
Housing Selling Developments
Total

Reconciliation of impairment praovision
Balance at beginning of the year
Contributions to provisions

Transfers foffrom provisions

Bad debts written-off

Balance at 30 June

OTHER DEBTORS

Payments made in advance
Rate and general

Property rentals

Sporting bodies
Miscelianeous accounts
Government subsidies

L.ess : Provision for impairment
Total Other Debtors

Reconciiiation of impairment provision
Balance at beginning of the year
Transfers toffrom provisions

Bad debts written-off

Balance at 30 June

Analysis of Consumer Debtors Age in Days

Tofal Current 3t - 60 61 -90 91 - 180 +180
R'0O0% R'Q00 R'000 R'Q00 R'000 R'¢00
955,500 198,101 40,583 74,146 267,908 374,762
475,365 253,763 16,698 28,360 54,660 121,884
1,321,872 199 013 49 070 114,153 194 857 763,879
276,410 71,582 13,714 22985 41,125 126,994
461,170 94 567 22,324 44 302 70,805 228,072
18,957 4] [t} 0 0 18,957
225,659 46,517 8,308 8,282 19,022 143,520
348,079 34 436 3443 1,900 8,966 299,334
4,083,012 898,889 154,140 294 138 657,443 2,078,402
Total Current 31 - 60 61 -90 91 -180 +180
R'0040 R'oco R'C00 R'000 R*00C R'000
1,525,858 185,005 44 177 38,298 113,518 1,134,859
536,152 206,625 36,787 15,345 37,060 240,335
1,503,878 141,043 66,604 46,726 138,345 4,141,170
323,130 44,135 12,684 8,672 31,400 225,228
518,315 §7,187 24,388 18,559 50,866 357,305
42,781 1,394 2,365 3,07¢ 2,895 33,057
307,325 27,569 6,979 7,125 15,233 250,419
326,541 20,528 3,045 3,183 10,888 288,897
5,084,080 703,486 197,139 141,979 400,205 3,641,271
2007 2006
Restated
R ‘009 R '0G0
3,265,134 2,381,426
384,263 953,745
6,232 13,303
(1,325,170} (93,340)
2,330,459 3,265,134
6,128 6,796
66,579 31,754
28,450 21,363
418 1,770
49,720 86,357
16,583 46,151
167,878 194 191
(22,293) {31,838}
145,585 162,352
31,839 31,839
22,293 [
{31,838) [
22,293 31,839
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£0. CASH AND CASH FQUIVALENTS (BANK AND CASH)

Z2i.

The Municipality has the following bank accounts: -

Main Bank account

Salary Bank account

Cashier's Bank account

General Income Bank account

RSC Levies Bank account

RSC Levies Agents Bank account
Market Bank account (hoiding account)
Traffic Fines Bank account

All accounts are with ABSA except the traffic fines account which is with First National Bank. Al account
balances are cleared on a daily basis to the main account. The Market bank account is currently a holding

account to facilitate the receipt of sundry debtor payments.
Bank statement balance at beginning of year

Bank statement balance at end of year

Cash book balance at beginning of year

Petty Cash / Float

Cash

Cash in transit

Cash book balance at end of year

Investments: Current portion matures within next twelve months - refer note 15.

TOTAL CASH AND CASH EQUIVALENTS

FPROPERTY RATES
Actual
Residential

Commercial
Siate

Fenatties

Less
income forgone *
Revenue Recognition

Total Property Rates

Valuations

Rateable Properties
Non-Rateable Properties
Total Property Valuations

* Income forgane can be defined as any income that the Gily is entitled by Jaw o levy, but which has subsequently been forgone by

way of rebate or remission,
Valuations as at July
Residential
Commercial
Agriculture

State

Municipal

Total Property Valuations

40-5658-4470
40-5658-4496
40-5658-4527
40-5658-4569
40-5542-0263
40-5961-0446
40-5088-3435
62073198816

2007 2006
Restated

R 000 R '000
128,788 121,375
¢ O
0 0
0 0
0 [
0 Q
Q 0
35 44
128 823 121,419
121,419 93,545
128,823 121,418
139,950 113,545
255 266
128,823 124,419
34,634 18,265
163,712 139,850
2,387,307 1,814,547
2,531,018 2,054 467
2,435,452 2,291,278
68,622 105,135
2,504,074 2,396,413
(28,584) (105,925)
(28,594) (26,267}
0 (79,658)
2,475,480 2,290,488
202,831,882 196,084,074
8,455,071 9,427,676
211,086,963 206,411,750
138,473 863 128,734 488
54 828,744 51,388,230
1,093,898 1,000,802
14,108,047 13,835,987
1,482,411 1,452,443
211,086,963 206,411,750

A general valuation on land and bulldings is performed every four years. The last general valuation came into effect on 1 July 2002. Interim
valuations are processed on an annual basis to take info account changes in individual property values due to alterations and subdivisions.
Rates are levied on an annuat basis with the final date for payment being 30 September. Interest at prime plus 1% per annum and a
collection fee is levied on rates. The new general vaitation will be implemented on 1 July 2007.

CITY OF CAPE TOWN 1| ISIXEKO SASEKAPA | STAD KAAPSTAD

FINANCIAL STATEMENTS 2007

44



Annual Financial Statements for the year ended 30 June 2007

CITY of CAPE TOWN
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007

22

23

24,

25,

Z6,

2007 2006
Restated
R '000 R 000
SERVICE CHARGES
Sale of Electricity 2,897,307 2,653,863
Sale of Water 1,018,297 1,058,056
Waste Management 475,515 440,272
Waste Water Management 637,808 570,445
Other 197,917 184,855
5 226,942 4,908,481
Less (299, 143) (543,119)
Revenue Rececgnition (261,440) {476,007)
Income forgone (37,703) {67,112)
Total Service Charges 4,927,799 4,365,372
REGIONAL SERVICE LEVIES
RSC Levies was abolished as from 1 July 2006. The liabifity for RSC Levies which accrued before 1 July
2006 remained payable.
Regional Service Levies - turnover 112,875 842348
Regionat Services Levies - remuneration 24,535 173,774
137,510 1,018,122
Less : Revenue Recognition 0 11,288
Total Regional Service Levies 137,510 1,027,420
RENTAL OF LETTING STOCK AND FACILITIES
Renlal agreements 198,596 189,033
Hire / Rentals 21,873 22,984
220,469 212,823
Less | Revenue Recognition (75,212) (58,050)
Total Rentals 145,257 154,873
INTEREST RECEIVABLE
Iinterest receivable - external invesiments 306,581 241837
Interest receivable - outstanding debtors 187,365 181,639
Total Interest Receivable 493,946 423,476
EOVERNMENT BRANTS AND SUBSIDIES
Equitable share 285,542 254,216
RSC levy replacement 568,837 0
MiG projects 181,135 227,428
Provincial Health subsidies 106,368 105,759
Metropolitan Transport Advisory Board 41,506 69,356
National projecis 145,605 45,858
Provincial projects other 214,716 307,888
Other 17,367 8,323
1,972,076 1,018,808
Less: Deferred income {459 ,580) (468,582)
Total Government Grant and Subsidies 1,512,496 549,226
Equitabie Share
These granis are used io subsidise the provision of basic services to indigent communities,
RSC levy Grant
A Grant has been received which replaces the RSC levies.
MIG projects
Balance unspent at baginning of year 0 (17,951}
Regrouping adjustment 25,461 0
Current year receipts (193,340} (186,244}
Adjustrnents (147) 2,228
Conditions met - transferred to revenue 181,135 227 428
Amounts still to be claimed (13,109) (25481)
Conditions still to be met - transferred to liabilities (refer note 9) 4] G

This grant was used to fund the construction of infrastructural assets for the City. Other than the amount
unhspent, the conditions of the grant have been met. No funds have been withheld.
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27,

28.

Frovincial Health Subsidies

Balance unspent at heginning of vear
Current year receipts - included in public health vote (see Appendix )
Conditions met - fransferred to revenue
Caonditions still to be met - transferred to liabilities
The City renders services on behalf of the PAWC and is refunded partially for expenditure incurred. This
grant has been used to fund clinic services. The conditions of the grant have been met. There were no
delays In payment of the subsidies nor were any amounts withheid.
Provincial projects and MTAB
Balance unspent at beginning of year
Regrouping adjusiment
Current year receipts
Interest earned
Adjustments
Conditions met - ransferred to revenue
Amounts still to be claimed
Conditions still to be met - transferred to liabilities (refer note 9)

The City received various grants from PAWGC for projects. Other than the amounts unspent, the conditions
of the granis have been met. No funds have been withheld.

National Government projects
Balance unspent at beginning of year
Regrouping adjustment
Current year receipts
Interest earned
Adjustments
Conditions met - transferred to revenue
Conditiens still to be met - transferred to liabilities (refer note 9)
These grants received from National Government are for operating and capital expenditure such as budget

reform, restructuring, urban renewal and other. Excluding the amounts unspent, the conditions of the
grants have been met. See appendix F.

OTHER INCOME

Insurance recoveries

Bulk infrastructure levies

City improvement District (CID3)
Gain on foreign exchange

Skills Development levy

Other income

Less : Revenue Recognition

PUBLIC CONTRIBUTIONS
Public contributions: Consumer connections
Cther

l.ess: Deferred income

Public contributions and other third party funds

Balance unspent at beginning of year

Regrouping adjustment

Current year receipts

Interest earned

Adjustments

Conditions met - transferred to revenue

Amounis still to be claimed

Conditions stili to be met - transferred to liabilities (refer note 9)
The City receives grants from various private vendors for operating and capital projects. Included in
these funds are monies held on behalf of third parties. Other than the amounts unspent, the conditions
of the grants have been met. No funds have been withheld.
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2007 2006
Restated
R000 R 008
Q 0
(106,368} (105,759)
106,368 105,759
0 0
(197,722} (163,114)
25,144 16,584
(371,451) (405,414}
(6,361} (5,998)
48,142 {26,798)
256,223 377,224
{9,666) 9,795
{254,694) (197,722)
{147,300} (121,265}
18 1,182
(234,895) (76,672)
(3,260) (113}
1,387 3,710
146,605 45858
(237,444} {147,300}
528 1,273
81,106 82,945
40,850 45,431
0 40
14,311 22,622
70,295 71,132
217,081 223,443
0 {1,837)
217,091 221,606
40,121 30,346
36,861 9,428
76,982 39,774
{43,025) (34,861)
33,857 4,913
(93,741) (68,422)
972 4,811
(85,449) (66,395)
{1,330) {930)
10,295 574
76,982 39,774
[0} (2,553}
(95,271) (93,741)
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CITY of CAPE TOWN
NOTES 7O THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007

2007 2006
Restated
R ‘000 R'0G0
28 EMPLOYEE RELATED €OSTS
Salaries and Wages 2176578 2,059,727
Social coniributions - UIF, pensions and medical aid 563,244 524,882
Travel, motor car, accommodation, subsistence and other allowances 213,780 204,989
Housing benefits and allowances 43,025 44,325
Overtime payments 145,108 117,136
Performance bonus - net contribution o] (7,139)
Long service leave benefits 180,322 0
3,323,057 2,843,820
Expendifure Recharged {312,405) (225,527)
Recharged to repairs and maintenance (256,131} (207,266)
Recharged {o capital projecis (16,274) (18,261)
Total Employee Related Costs 3,010,652 2,718,393
Remuneration of Executives Total Annual Performance Car Social
Salary Bonus Allowance Contribution
R'000 R'00% R'G00 R'000 R'000
2007
City Manager 1,218 822 152 50 94
Finance 955 621 81 117 126
Health (from September 2006) 959 633 96 125 105
integrated Human Settlement Services 682 507 0 23 1582
Service Delivery Integration (from November 2008) 1,104 767 121 85 131
Economic and Social Dev. {from November 2008) 664 513 0 B0 91
Safely and Security (from November 2006) 801 551 0 0 50
Community Development 973 703 18] 84 106
Corporate Services 948 674 a0 658 116
Sirategy & Planning 840 B85 149 5] 0
Transport, Roads & Stormwater (from Nov 2006) 553 516 0 0 37
Utility Services 1,021 768 91 48 114
Chief Audit Executive 8186 667 72 89 8
Executive Management Unit (until January 2007) 492 479 o] 0 13
11,826 9,006 942 735 1,143
Total Annual Performance Car Saocial
Salary Bonus Allowance Contribution
R'000 R004 R'G00 R'000 R'000
2006
Municipal Manager (until February 2006) 935 563 186 93 93
Finance 1,053 755 167 110 21
Chief Operations Officer { uniil May 2006 } 935 888 31 18 0
City Secretariat 1,087 718 172 83 114
Community Development 950 713 28 93 115
Corporate Support Services (until May 2008) ag4 g22 48 16 0
Corporate Suppert Setvices ( June 2008} 95 74 0 10 11
Executive Management Unit 838 833 39 9 7
Strategy & Development 965 2089 42 14 9]
Transport, Roads & Flanning 1,114 717 179 85 123
Services & Infrastructure 683 560 0 65 68
Chief Audit Executive 881 782 39 58 4
10,580 8,434 8930 660 556
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2007 2006
Restated
R '000 R*000

30 REMUNERATION OF COUNCILLORS

Executive Mayor 778 505

Deputy Executive Mayor 583 501

Speaker 596 509

Mayoral Committee Members 5,204 3,875

Sub Council Chairpersons 11,824 6,131

Chief Whip 558 443

Councillors 39,358 34,058

Councillors' medical aid contributions 245 1,087

Councillors' pension contributions 5,682 4,602

Total Counciilors’ Remuneration 65,938 51,801

In-kind Benefits

The Executive Mayor, Deputy Executive Mayor, Speaker, Chief Whip and Mayoral Committee members

are employed full-time and have access to Council's vehicies for official functions.

Sub Council Chairpersons and full time Counciliors are provided with an office, administrative and

secretarial support at the cost of Council,

The Executive Mayor has two fuil-time bodyguards and all Councillors have access to security in terms of

the Councillors’ security policy.

Councillers are provided with work stations / ward offices which are appropriately equipped. Comgptuters

are provided lo counciliors either In their offices or at their homes.
31, IMPAIRMENT COSTS

Impairment of consumer and other debtors 55,796 349,491

Impairment of investment in subsidiary and joint venture 1,120 245,328

Provision for value impairment of invesiments was made resulting from assessments in terms of future

economic benefits for the recovery of carrying values, Refer note 15.

Impairment of property, plant and equipment 7.781 1,074

Provision for impairment was made due to the decommissioning of land and buildings.

Total Impairment costs 64,697 595,893
32, DEPRECIATION AND AMORTISATION EXPENSE

Depreciation of property, plant and equipment 653,353 619,009

Depreciation of investment property 4,389 5,412

Amortisation of intangible assets 52,302 52,302

710,044 676,723

Less: Deferred income recagnised (289,723) {346,684)

Total Depreciation and Amortisation expense 450,321 330,039
33 INTEREST PAID

Long-term liabilities 254,797 308,385

Finance leases 28,833 38,840

Total Interest on External Borrowings 283,630 349,325
34, BULK PURCHASES

Electricity 1,768,416 1,609,564

Water 229,696 169,320

Total Bulk Purchases 1,898,112 1,778,884
35, GRANTS AND SUBSIDIES FAID

Ad Hoc 825 1,722

Community Upliftment 4,484 3,953

Destination Marketing Organisation 32,000 30,000

Econamic Promation and Job Creation 2,467 1,673

Educational Institutions and Health Forums 1,784 2,167

Khayelitsha Community Trust 10,023 o]

Health and HIV/Aids/ T8 793 232

Programmes, Conferences & Fvents 8,056 4,725

5 A National Parks 3,270 6,340

Seniar Citizens and Disabled 303 4086

Sccial Aris & Cuiture and other 5,655 727

Sporting Bodies 2,971 1.813

Wesgra 7,230 10,610

Total Grants and Subsidies 79,871 66,370
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2007 2006
Restated
R 000 R'000
36. GENERAL EXPENSES
Chemicals 59,108 54,574
GCommunication and publication 18,714 41,722
Computer services and software 16,074 14,290
Caonsuitants 21,555 69,589
Contributions - Medical aid provision 354,148 370,370
Electricity - Eskom payments 28,126 29649
Fuet 105,388 107,033
Furniture and Fittings 34,360 30,374
Hire charges 79,044 73,864
Legal fees 22,181 24,326
Levy: Skilis development 24,105 22,974
Licences and permits 47,8608 59,089
Loss on foreign exchange 229 474
Materials and consumables 41,603 43,552
MIDS/CIDS 38,789 43,414
Minor Tools and Equipment 6,856 2,293
Pharmaceutical supplies 22,865 24,432
Postage and courier 17,864 22,687
Printing and stationary 47,194 33,865
Rental 26,830 32,580
Scrapping of inventary 7,108 3,586
Securily services 128,575 95,787
Sewerage services - disposals external 24,988 30,454
Telecommunications 84,831 83,664
Training 27,465 18,208
Transformation ¢ 45804
Insurance : claims 21,805 23,837
Insurance : underwriting 22,460 25,161
indigent refief 202,691 186,032
Operating grants and denations - Projects 161,980 185,165
Confributions transfer and other 214,704 426,171
1,909,265 2,228,221
Expenditure Recharged {46,622) (36,189)
Recharged to repairs and maintenance (44,877} (33,414)
Recharged to capital projects {1,645) (2,775)
Total General Expenses 1,862,643 2,192,032
37, CHANGES IN ACCOUNTING POLICY
Capital grants and receipts had previously been recognised as revenue once the conditions attached to the
grant as contemplated in Clrcutar 18 had been met. Circular 44 has since been issued which requires the
guidelines contained in AC 134 to be followed. Capilal grants and receipts has accordingty been restated
to give recognition to income an a straight line basis over the usefu! lives of the assets,
* AC134 Accounting for government grants
Effact on Statement of Financial Position
Increase in non-current labilities-Deferred Income 4,386,426
Effect on Statement of Financial Performance
Decrease in revenue-government grants and subsidies and accumulated surplus {(157,758)
Effect on Statement of changes in Net Assets
Decrease in reserves 4,228,667
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NOTES TC THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007

38.

38.1

38.2

2007 2006
Restated

R '000 R '000
CORRECTION OF ERROR-FPRIOR YEAR ADJUSTMENTS
Bulk Water Purchases
Decrease In bulk water purchase due to credits relating to 2006 incorrecily credited in 2007. Decrease in
payables. o] 1,871
Inventory
Refuse bins incorrectly recognised as expenditure instead of inventory. Decrease in general expenses and
increase In inventory. 10,430
interest rate derivatives
SWAP 4 ABSA R50 milllon foan previcusty not taken into account. Decrease in loss on valuation of
derivative and increase in capitalised derivative asset. 0 8,128
Performance bonuses
Correction of performance bonusses incarrectly treated as a provision. Decrease in employee related
costs and provisichs. 0 21,607
Operating ieases
Cperating leases smoothing adjustments not previously accounted for. Increase in general expenses and
increase in current portion of long lerm iiabilities. o (211)
Assets
Capitalisation of assets under R5 000 incorrectly expensed. Increase in PPE, decrease in general
expenses. g 12,821
Depreciation on assets under RS 000 that were incorrectly expensed. Increase in depreciation and
amortisation expense and decrease in general expenses. 0 (1,327)
N2 Gateway
Expenses relating to the 2006 financial year were paid in the 2007 year and the financial statements were
adjusted to reflact the expenditure in the correct financial year. {2,022)
Deficit from operations D 52,297
Reclassification of prior year comparatives {Revenue Recognition)
Property Rates (refer note 21) 0 62,694
Service Charges (refer note 22} 0 58,340
Rental of Letling Stock {refer note 24} o] g,086
Other Income (refer note 27) 0 116,031
Impairment costs 0 (256,151)
Deficit from operations 0 0
The City restated its revenue derived from trading activities in accordance with GAMAP 8 and Gircular 9 of
SAICA to recognise revenue only when it is probable that future economic benefits or service potential wiil
materialise. This resulled in an adjustment made in the prior year io the respective revenue and
impairment cost iine items in the Statement of Financial Performance.
Movement in reserves
Insurance reserve 4] 71,880

These adjusiments relate to creditors raised errcneously and the incorrect utisation of funds for
expenditure.
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CITY of CAPE TOWN
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007

2007 2006
Restated
R 000 R 0G0
39, CASH GENERATED BY OPERATIONS
Surplus for the year 867,834 {103,489)
Adjustment for - 132,540 1,835 857
- Insurance reserve (74,350) 71,880
- Depreciation 710,044 676,723
- Impairment 7,781 1,074
- Impairment of investments 1,120 245328
- Gain and loss on disposal of property, plant and equipmant (45,847) (42,967)
- Loss on valuation of derivatives 19,781 7.844
- Contribution to provisions — current 416,649 302,478
- Contribution to impairment provision {8d44.221) 873,708
- Deferred income 251,999 {106,270}
- Investment income (483,946} {423,478)
- Interest paid 283,630 348,325
Operating surplus before working capital changes: 4,000,574 1,852,168
Increase in inventories (27.870) (13,908)
(Increase) / Decrease in deblors 1,252,860 {341,095)
Increase in other debtors 26,313 {36,103}
Increase in unspent conditional granis and receipts 148,648 68,011
Increase in creditors 198,708 535,851
Increase / (Decrease) in net VAT (91,125) 36,444
Cash generated by operations 2,508,107 2,104,370
40, CASH AND CASH FQUIVALENTS
Batance at the end of the year 2,531,018 2,054 487
Balance at the beginning of the year 2,054,467 1,711,782
Net increase In cash and cash equivalents (Refer note 20) 476,552 342,675
41, UTILISATION OF LONG-TERM LIABILITIES RECONCILIATION
Long-term liabilities raised {refer Appendix A) [ 200,000
Used to finance property, plant and equipment 1,734,538 1,342,855
2005/2006 and prior years 840,584 1,342 855
2008/2007 £93,954 ]
Total EFF (overdrawn) (1,734,538) (1,142,855)
Cash set aside for the repayment of long-term liabilities - refer note 4 and 15 426,474 349,949
Cash overdrawn {1,308,064) (792,806)

External loans have been ufilised in accordance with the Municipal Finance Management Act, The City's cash flow budget takes into
account the cash flow requirement to ensure that external {oans can be repaid on redemption date. Capital expenditure during the year
under review was temporarily financed out of revenue. A bridging finance facility of R300 million has been put in place and is availfable for
use fogether with the R400 million balance of a R60D million term toan conciuded in 2005/2008
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42, IRREGULAR EXPENDITLURE

Reconciliation of irregular expenditure
Opening balance
lrregular expenditure current year
Approved by Councl
Transfer to receivables for recovery
Closing balance

Incident

Discipiinary steps / criminal proceedings

Misappropriation of inventory at stores

Criminal proceedings taken and reported to SAPS. Councii
resolution dated 28 Septermnber 2005.

Alleged  irregular  hire of plant

equipment

and| Criminal proceedings taken and reported tc SAPS. Councit

resolution dated 7 December 2006.

Cell phone allowances of Councillors

The Chief Whip and a select committee of Councillors 1o enter
info further discussions with the Auditor-General on the
regularisation of the presumed unauthorised allowances.
Council resolution dated 25 Oclober 2006

Councillors

Reimbursement of travelling allowances of

After consuiltation with the MEC the issues have been referred
o MAYCO for consideration., Council resolution dated 25
October 2006

Cutstanding PAYE pald on behalf of

Gouncil resolution dated 25 Oclober 2006

approved policy

Councillors
Contracts not provided during the 2004/05iNa contracts could be provided. Council resolution dated 7
audit December 2006

No poli Counci | i & ify th
Seversnce  packages  paid  without policy or Council approval was available to verify the

validity of these payments. Council resolution dated 7
December 2006

Transport allowances

No policy existed to grant these allowances. Council resolution
dated 7 December 20086,

Performance bonus paid to City Manager

Discrepancies between performance evaluation results and
ratings according to summary of performance appraisal. The
validity and accuracy of amount could not be verified. Councit
resofution dated 7 December 2006.

No performance centracts existed for two Executive Directors|

Performance bonus paid to Executivejand the defermination of the henefils were not properly

Directors approved. The validity and accuracy of amounts could not be
verified. Council resclution dated 7 December 2006.
) No performance evaluations was performed for these
Performance bonus paid fo relevant )

) . A employees and an across the board rating approved by the

Directors, Sub-Council Co-ordinaters and| -, ] )
i ithout | tCity Manager was used. No council approval or delegaled
;iralis;aﬁonmanagers witno relevan authority could be obtained. Council resolution dated 7

Pecember 2006,

fender could be submitted.

Supply chain management policy notjReport in terms of section 32 of MFMA to be submitted to
followed in procurement of services - nojSCOPA Council resolution dated 7 December 2006,

No quotations could be
regarding certain expenditure

submitted|Report in terms of section 32 of MFMA o be submitted to

SCOPA .Council resolution dated 7 Decernber 2006,

payment of travel not followed

Regulatory framework for supply chainiReport in terms of section 32 of MFMA to be submitled to
management and Councils policy onjSCOPA Council resolution dated 7 December 2006.

Councii approved the submissions on the various dates specified in the above table regarding the irregutar
expenditure except for the items specified as having been reviewed an 7 December 2006 and referred to
SCOPA for further investigation in accordance with Section 32 (2)b of the MFMA.

Time theft

Under investigation by internal audit.

Duplicate wage payment

Report to Council being prepared.

Arrear staff debiors

Report to Council being prepared.

Estimated irregular expenditure
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2007 2006
Restated
R '000 R'000
326,780 23,607
1,256 314,760
(326,760) (11,607)
0 0
1,256 326,760
0] 1,038
a 12,000
0 3,389
0 6,665
0 514
o] 1,094
0 45,963
0 700
0 188
0 743
Q 2,480
0 261,152
0] 2,388
0 44
0 (11,607)
263
527 0
468 0
1,256 326,760
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43, ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT

Supply Chain Management Regulations

In terms of section 36 of the Municipal Supply Chain Management Regulations any deviation from the
Supply Chain Management Palicy needs to approved/condoned by the Gity Manager and noted by Gouncil.
The expenses incurred as listed hereunder have been condoned.

Incident

Social crime prevention
Earthmoving Equipment repairs
Emergency pipeline repairs

Extension of consultants: Potsdam wastewater freatment works

Driving License Testing Centre; Phiflipi
Appaintment of Consultants

Information Technology Upgrade
Upgrading of Electricity Services

Extension of contract

Upgrading of Read Infrastructure

Supply and delivery of plant and equipment
Others

Total amount condoned by Council

As at 30 June 2007

Opening balance

Councii subscriptions

Amount paid - current year

Amount paid - previous years

Balance unpaid {inciuded in creditors)
As at 30 June 20086

Qpening balance

Council subscriptions

Amount paid - current year

Armount paid - previous vears

Batance unpaid (included in creditors)

VAT

2007 2006
Rastated
R '000 R 000
o] 270
g 272
0 3,027
0 30,000
0 49
63,780 0
7,547 0
14,448 0
22,638 o]
3,078 0
754 o]
104,788 0
217,044 33,618
SALLGA Audit PAYE Pension and
Contributions Fees UIF Medical Aid
R '000 81000 R 000 R '00C
0 243 27,578 74,629
6,000 14,033 394,852 911,493
(8,000) (12,579) (361,884) (832,151)
G (243) (27,578) (74,850)
0 1,454 32,968 79,321
0 265 29,614 85,833
6,840 11,748 388,022 503,119
(6,840) (11,505) (360,444 (828,290}
0 (265) (28,614) (65,833)
1] 243 27,578 74,829

VAT output payables and VAT input receivables are shown in note 10. Al VAT retumns have been submitled by the due date throughout the

year.

COUNCILLOR'S ARREAR CONSUMER ACCOUNTS

The Ceundiliors below had arrear accounts outstanding for mere than 90 days as at 30 June 2007 and have made signed arrangemenis to

pay amounts outstanding,

Total Outstanding Qutstanding
<30 days > 80 days

As at 30 June 2007 R R R
L O Anderson-Jardine 11,866 11,886
W Brady 7,736 7.736
A M Figlan 4,558 4,558
W Hassiemn 156,860 156,960
IR Jacksen 2177 2177
W D Jaftha 28,153 28,153
N D Magwetsu 4,130 4,130
R P Mravu 2,790 2,790
M Muruduker 87,670 97,870
M Ncedana 483 493
AR Omar 3,283 3,283
JW P Thee 5213 5,213
TV Trout 3,828 3,826
Total signed arrangements 328,865 0 328,865
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The Councillors below had arrear accounts outstanding for more than 90 days as at 30 June 2006:-

As at 30 June 2006

B AZuma (Jeremiah)
B V Bala

F H Maxakato
G G Twigg

J F Erasmus
J Pascoe

J T Mokoena
JW P Thee

L R Dunn

M Mbaliswano
M Murudker
M Ncedana

M T Mgxekeni
N Jacobs

N P Mgayiya
N T Bottoman
P M Motyi

P Mgcoleli

V V Mdluli

W Hassiem

Total Councillor Arrear Consumer Accounts

In addition, the councillors below were in arrears as at 30 June 2006 and have made
signed arrangements to pay amounts outstanding.

A M Figlan

BV Bala

C Carstens

C PV Claasen

D J Christians

D W Jaftha

E L Thompson

J F Erasmus

M A & P W Mkutshwana
N D Magwentshu

N G Gexa

P F Mngxunyeni

Total signed arrangements

Account in dispute

W Hassiem

Total Outstanding Outstanding
<90 days > 90 days

R R R
300 300 0
200 200 0
2,026 618 1,408
2,289 1,542 747
3,753 3,639 114
105 105 0
145 141 4
200 194 6
1,390 1,390 0
113 0 113
206,148 194,323 11,824
2,011 162 1,849
283 283 0
215 91 124
4,716 1,258 3,458
3,087 2,926 161
128 37 91
817 651 167
1,151 1,000 151
23,547 16,876 6,671
252,625 225,736 26,889

Total Outstanding Outstanding
<90 days > 90 days

R R R
10,903 10,903
2,948 2,948
5,066 5,066
2,992 2,992
5,549 5,549
48,382 48,382
11,798 11,798
50,973 50,973
9,094 9,094
9,317 9,317
3,162 3,162
11,700 11,700
171,885 0 171,885
190,972 184,747 6,225
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NOTES TQ THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007

44, COMMITMENTS
44.1 CAPITAL COMMITMENTS

Commitments In respect of capital expenditure:

- Approved and contracted for
Infrastructure
Community
Other
Housing Development Fund

- Approved but not yet contracted for
infrastructure
Comumunity
Other

Total

This expenditure will be financed from:
- External Loanhs
- Asset Financing Reserve
- Gavernment Grants
- Other sources

The substantial increase in capital commitrments is attributable mainly to funds committed to the Green

Point Soccer Stadium.

44.2 OPERATING LEASE COMMITMENTS
The ity as Lessee

Future minimum lease payments under non-cancellable operating leases:

Buildings
Payable within one year
Payable within two to five years

Vehicles and other equipment
Payabie within one year
Payabie within two to five years
Payable after five years

Future minimum sub-lease recoveries under non-canceilable operating leases

2007 2006
Restated

R 000 R 008
3,317,999 728,553
326,284 612,861
2,878,357 37,188
49 626 0
3,032 79,504
316,085 163,824
284,733 67,453
7.885 24,571
16,467 71,800
3,637,084 893,377
307,835 448 437
710,625 99,468
2,492.775 344 472
125,849 4]
3,637,084 883,377
31,809 57,871
18,147 26,216
13,792 31,855
94,880 129,781
32,605 34,808
61,878 94 613
216 259
126,799 187,652
(357) 0
127,156 187,652

In terms of the additional guidance from AC 105 (leases), escalations in operating leases are no fonger recognised in the periods they actually
incurred, but are now charged in the statement of financial performance on a straighi-line basis over the term of the lease. The impact has
been an increase In current year expenditure of R615,904 {2006:R585, 433).

Minimum lease payments reccgnised as an expense during the period amount to R61,125 miilion (2006:R34,991 millicn). Leased premises

are contracted for remaining periods of between 1 and 4 years with renewal options available in certain instances,

Rental relating to full maintenance lease agreements for refuse compactors is subject to adjustment and linked to prime rales of interest.

Contingent rentals do not need to be included in lease payments fo be recaghised on a straight-line basis over the lease term,

The City has significant current iease arrangements for photocopy and fax machines over a period of 3 - 3 years without being subject to

escalation.

The City as Lessor

At Statement of Financial Performance date the City has contracted with tenants for the foliowing future

minimum lease payments.
Payable within one year
Payable within two to five years
Payable after five years

7.521 7,838
27,468 28,430
71,819 78,386

106,808 114,651

The City lets its investment properties under operating leases. Property rental income earned during the year was R7,552million
(2006:R7,750million). The properties are maintained by the tenants at their cost. No investment properties have been disposed of since the

statement of financial performance date.

This impact of charging the escalations in operating leases on a straight-line basis over the term of the lease has been an increase in current

year income of R160 461,
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CITY of CAPE TOWN
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007

45.

46,

47

FINANCIAL RISK MANAGEMENT

Interest rate risk

The City is not exposed to Interest rate risk on ils financial liabilities. All of the Clty's interest bearing external loan fiabilities, as detailed in
Appendix A, except for ane loan of R10,0million, are fixed interest rate loans. Similarly with financial assets, the City invesls its surplus funds
on fixed interest rate deposits with banks for fixed terms not exceeding one year.

lLigquidity risk

The Cty manages liquidity risk by effectively managing its working capital, capital expenditure, external borrowings and cash flows. Standby
credit facilities are available with the City's main banker ta cater for any unexpected temporary shorlfall in operaling funds.

Credit risk

The City manages credit risk in its borrowing and investing activiies by dealing with only A rated financial institutions and by spreading its
exposure over a range of such Institutions in accordance with its approved investment policies. Credit risk relating fo consumer deblors is
managed in accordance with the City's cradit control and debt collection policy. The City's credit exposure is spread over a large number and
wide variety of consumers and is not concentrated in any particular sector or geographical area. Adequate provision has been made for
anticipated bad and doubtful debis. Additional information refating to the anaiysis of consumer debtors is given in paragraph & of the Chief
Financial Officer's report and in note 18 to the financial statements.

Fair value interest rate risk

The Gity is exposed to fair value inferest rate risk on that portion of its external investments and loan liabilities which is at fixed interest rates.
The fair values of these financial assets and liabilities are disclosed and compared with their carrying valuss in notes 4 and 15.

INTEREST RATE DERIVATIVES

interest rate swap agreements, based on notional amounts totalling R250 million, have been entered into as part of two structured externat
loans to the City over the life of the ioans 1998 - 2010, These derivatives are classified as held for trading financial instruments, and fair
valued through profit or loss. Fair value was determined by discounting the remaining net cash flows under the swap agreements at rates
equal to the prevaliing rates of return for financial instruments having substantially the same terms and characteristics.

RETIREMENT BENEFIT INFORMATION

The City makes provision for post-retirement benefits to eligible Councillors and employees who belong to different pension schemes. These
funds are governed by the Pension Funds Act and include both defined benefit and defined contribution schemes. Contributions of R325,8
mitfion (2006 : R296,1milllon) to the defined benefit and defined contribution structures are expensed as incurred during the year under
review.

These schemes are subject to a tri-annual, bi-annual or annual actuarial vahuation as set out hereunder.

CAPE JOINT PENSION FUND
The Cape Joint Pension Fund operates both as a defined benefit and defined contribution scheme.

Defined Benefit Scheme

The DB section is a mulii-employer plan and the contribution rate payable is 27%, 9% by the members and 18% by their councils. The fund
was certified as being in a sound financial condition as at 30 June 2006 by the Actuary. The valuation disclosed an actuarial surplus of R293
million and was funded 111.4%.

Defined Contribution Scheme

This scheme was established to accommodate the unique characteristics of contract employees and "cost to company” employees. All existing
members were given the option to transfer o the defined contribution plan before 01 July 2003. The actuary report certified that, the structure
of the assets is appropriate relative to the nature of the liabilities, assuming a smoothed bonus philosophy and given normal circumstances.
The report further indicated that the defined contribution ptan is funded on sound actuarial principles.

CAPE JOINT RETIREMENT FUND
The contribution rate pald by the members (%) and their councils (18%) is sufficient to fund the benefits accruing from the Fund in future.
The Actuary certified the fund, a defined contribution plan, as being in a sound financial position as at 30 June 2008.

SALA PENSION FUND

The fund is a defined benefit plan, and is financially sound and was 105,4% funded as at 30 June 2006 . The City is contributing an additional
2.71% to the Fund as from July 2005, effective fram July 2003,

MUNICIPAL COUNCILLORS' PENSION FUND

The Municipal Councillors' Pension Fund cperates as a defined contribution scheme. The contribution rate paid by the members (13.75%)
and thelr councils (15.00%) is sufficient to fund the benefits accruing from the fund in the future.

The last actuarial valuation of the fund was undertaken at 30 June 2005 and the actuary reported that the fund was as a whole In a sound
financial position .

NATICNAL FUND FOR MUNICIPAL WORKERS

The Retirement and Pension Funds are both defined contribution schemes. The last voluntary actuarial valuation of the Fund was performed
on 30 June 2006. As at 30 June 2006 the interim results state that the way the benefits are structured in the rules, the fund is limited fo an
amaunt equal to the accumulation of all the contributions plus investrment refurns less administration costs.

S0UTH AFRICAN MUNICIPAL WORKERS UNION NATIONAL PROVIDENT FUND

The SAMWU National Provident Fund is a defined contribution scheme. The last actuarial valuation of the fund was performed at 30 June
2005 and cerlified as being in a financially sound position. The next statutory vaiuation is due not later than 30 June 2008.
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CITY of CAPE TOWN
NOTES TC THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007

CAPE MUNICIPAL PENSION FUND

The Cape Municipal Pension Fund operates both as a defined benefit and defined confribution schemes. The last actuarial vaiuation of the
fund was performed at 30 June 2006 and certified the fund as being in a financially sound position. The next statutory valuation is due by 30

June 2008.

Total DB section DG section
In-service members 8,280 452 7.798
Pensioners 5,807 5,203 604
Membership 30 June 2006 14,097 5,685 8,402

2007 2006

Hestated

R 'Millien R 'Million
Past service position - Defined benefit section 3,735 1,814
Past service position - Defined contribution section 2,977 1,814
Total liabilities 6,712 3,828
Assets valued at markel value 6,787 3,828
Actuarial surpius 75 0
Actual Employer confribution -Defined benefit section 20.25% 20.25%
Actual Employer contribution ~Defined contribution section 18.00% 15.00%
Normal Retirement Age 80 50
Net Discount Rate 3.00% 4.25%

POST EMPLOYMENT HEALTH CARE BENEFITS

For past service of in-service and refired employees, the City recognises and provides for the actuarially determined present value of post
retirement medical ald employer contributions on an accrual basis using the projected unit credit method.

The members of medical aid schemes, entitled to a post employment medical scheme subsidy at 30 June 2007 were 14 580 (2006; 15 311}
in-service members and 6 443 (2006: 6 269) continued members.

2007 2008
Restated
R '‘Miilion R 'Millien
Post Employment Health Care Benefits
Fresent value of unfunded Hability 1,774 1,586
Unrecognised transitional Eability (184) (368)
Unrecognised actuarial gain/(losses) 5 85
Net liability in balance sheet 1,598 1.313
Amounts included in the statement of financial performance
Service cost 42 50
Transitional liability recognised 184 184
Interest costs 128 136
Totat inciuded in profit and loss 354 370
Movement in the liability recognised in the statement of financial position
Balance at the beginning of the year 1,307 1,009
Net expense recognised in statement of financial performance 354 370
Contributions paid {65) (67}
1,586 1,312

The contributions paid are actual contributions paid by the Gy and the unrecognised actuarial gains and losses have been adjusted
accordingly to take inio account the difference between the estimated contribution payments determined by the actuary and actual
contributions paid to members by the City of Cape Town.

Key financial assumptions

Discount rate 8.0% 8.0%
Health care cost inflation rate 6.5% 6.5%
Net effective discount rate 1.4% 1.4%
Replacement Katio 65.0% 85.0%
Expected retirement age - females 60 60
Expected refirement age - males G5 65

Health care arrangement assumptions

It was assumed that the Employer's health care arrangements and subsidy policy wouid remain as outlined in the accounting policy and that
the level of benefits and contributions would remain unchanged, with exceplion for inflationary adjustments. Implicit in this approach is the
assumption that current levels of cross-subsidy from in-service members to retiree members within the medical schame are sustainable and

will continue.
It is further assumed that the subsidy will continue untit the last survivor's death, for eligible members and their spouses and to age 21, if
earlier, for dependant children,
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CITY of CAPE TOWN
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 3¢ JUNE 2007

Continuation of Membership
It is assumed that 100% of in-service members entitled o a post-retirement subsidy retiring from the City of Cape Town will remain on the
Employer's health care arrangements.

Family Profile

Itis assumed that 30% of in-service members will be married at relirement and that husbands will be four years cider than their wives.
Retirees’ actual marital status is used and the potential for remarriage is ignored.

Plan Assets

There are currently no long-term assets set aside off-balance sheet in respect of the Employer's post-empioyment heaith care liability.

POST RETIREMENT PENSICN BENEFITS

For past service of employees and refired employees, the Cily recognises and provides for the actuarially determined present value of post
retirement revenue pensions on an accrual basis using the projected unit credit method.

The number of employess who were eligible for a post retirement pension at 30 June 2008 were 58 (2006; 62} employees and 220 (2006:
226) pensioners.

2007 2006
Restated

R '0G0 RGO
Post Employment Retirement Pension Benefits.
Present value of unfunded liability 15,448 15,448
Interest costs 1,163 0
Current service cost 307 a
Actuarial Gain/losses 2,068 0
Benefits paid (2,165) 0
Net liability in balance sheet 16,821 15,448
Amounts included in the statament of financial performance
Service cost 307 307
Interest costs 1,163 1,236

1,470 1,543

Movement in the liability recognised in the statement of financial position

Balance at the beginning of the year 15,448 21,133
Net expense recognised in statement of financial performance 1,470 1,543
Increase ! Decrease in redundancy benefit 8] {4,656)
Contributions paid (2,185) (2,572)
14,753 15,448
Key financial assumptions
Discount rate 8.4% 8.0%
General salary inflation rate - employees 5.2% 6.5%
Net effective discount rate - employees 2.1% 1.4%
Pension increase rate - pensioners 2.6% 2.7%
Net effective discount rate - pensioners 5.7% 52%

48, CONTINGENT LIABILITY
Guarantees Issued

The Development Bank of South Africa (DBSA) has made a loan lo the Guguiethu Central Market Place (the Company) for the sum of
R250,000. The City of Cape Town has issued an undertaking to the DBSA to take over the abligation of the Company in terms of the loan
agreement, should the Company not be in a positicn to repay the loan, As at 30 June 2007, the Company was in arrears with its repayment of
capital and interest to the DBSA by the sum of R284,1886.

Contractual disputes

Varicus contractual claims by contractors/suppliers and staff are currently in dispute and being addressed through mediation. The maximum
potential liability is estimated at R16,8 million.

Staff Parity

The potential liability for staff parity is estimated at R75,5 miltion

Performance Bonuses
The estimated liability for performance bonuses amounts to R19 miilion.

Qutstanding Insurance Claims
The estimated liability for insurance claims amounts to R72,763 millien

Loan agreements

The rates of interest payable on certain structured loans and finance leases are based on cerfain underlying assumptions relating to the
lenders' statytory costs and the allowability of deductions for income tax purposes in connection with the loans, In the event of changes to the
income Tax Act or any other relevant legislation which impact on the oan structure costs, the lenders are required to increase or decrease the
future rates of interest payable on the loans or their remaining lives in order to absorb the increase or decrease in costs.

Regional Electricity Distributor (RED 1)

The City issued a bank guarantee of R658 835 as security to the master of the High Court for any outstanding debts of RED 1.
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CITY of CAPE TOWN
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007

48. RELATED PARTY DISCLOSURES

Percentage Percentage
Investments in Municipal Entities Owned Owned
The following controlled entities identified as Municipal entities by the City of Cape Town will be included in
the consoclidated annual financial statements :
Cape Town International Convention Centre Company (Pty} Ltd* 50.18% 50.26%
Khayelitsha Community Trust 100.00% 100.00%
Regionai Electricity Distributor Cne (RED 1)™ 100.00% 100.00%
South Peninsula Micre Loans 100.00%
Phillipi East Trading Centre (Pty) Ltd 100.00% 100.00%
"Shareholding in CONVECO changed due to 200 shares sold back to CONVECQ
""Cauncil resolved that RED1 be voluntarily iquidated and disestablished as municipal entity.
2007 2006
Restated
R '004 R'oco

Controlled Entities
The following amounts relate to arms length transactions for the vear with the entities listed below:
Cape Town International Convention Centre Company (Pty) Ltd.
Receivables 1,715 26,891
Service charges 16,101 31,153
Khayelitsha Community Trust
Receivables 1,420 1,420
Granis paid 10,023 1,718
Regional Electricity Distributor One
Inter-company advance 362 1,718
Fees and renfals 9,058 7,033
City Improvement Districts
Receivables 1 2
CID Levies 44,031 37,831
Cape Town Community Housing Company (Pty) Ltd {(Joint Venture)
Receivables 3,887 7,868
Service charges 35 24
Cape Metropolitan Transport Fund {Administrator of the fund)
Funds held on behalf of inter Administrator Fund 205,742 116,652
Grantis received 41,506 69,381

Councillors

A number of councillors of the City hold positions in other entities, where they may have significant influence aver the financial or operating
policies of these entities. Accordingly, the following are considered to be such entities:

Councilior Position held in entity  Entity Nature

Chaaban B Lessee Greenmarket Square Property lease

Jelele L Director Masibambane Recruitment Staff recruitment

Joke B Member Sizisa Ukhanyo Trading cc Small business enterprise
Justus C Director Communicare Housing developers

Lukas A Member Seasons Find ta Faras Catering

Maxakalo F Member cuUyYsP Community upliftment project
Msuthu N Member Inyameka Trading ce Small business enterprise
Purchase F Member Regal Cycles cc Small business enterprise
Cually D Directer Muizenberg Improvement District City improvement

Williams A Director Blie Downs Community Base Crg. Community upliftrnent project
Yiba L Member Sizisa Ukhanya co Small business enterprise

Executive Management Team

No inter-party business transactions tock place between the City of Cape Town and key management personnel (Gity Manager and Executive
Directors) and their close family members during the year under review. Detalls relating to remuneration are disclosed in note 29.
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CITY of CAPE TOWN
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2007

50, DISCONTINUED OPERATIONS

51

in terms of a Council resolution the Maitland Abattoir was closed during the year and all operations were discontinued during the 20058/2006
financial year. The financial activilies for the financial year under review are as foliows:

Statement of Financial Performance at date of discontinuaticn

R '000

Revenue 2,528
Less: Expenditure (18,887)

(15,358)
Inter-departmental charges 14,348
Deficit for the Year (2,10

Statement of Financial Position at date of discontinuation
NET ASSETS AND LIABILITIES
Net Assels (64,872)
Accumulated deficit (62,962)
Deficit for the year {2,010}
Current Liabilites 71,284
Creditors 4,199
Advances COCT 67,085
Total Net Assets and Liabilities I
ASSETS
Non-current Assets 0
Property, Plant & Equipment 23,1786
Less: Accumulated depreciation (23,1786}
Current Assets 8312
Debtors 7,564
Less: Provision for impairment (1,252)
Total Assets 6,312
Cash Flow Statement at date of discontinuation

Cash Flow from operating activities
Cash Receipts 2,529
Cash Paid 18,887
Cash utilised in cperations (16,358}
Cash flow from Financing Activities
Increase in advance COCT 16,358
Net decrease in cash and cash equivalents [

EVENTS AFTER BALANCE SHEET BATE

CAPE TOWN COMMUNITY HOUSING COMPANY

The City, at its Council meeting on 29 August 2007, and following a tender process, resolved to dispose of its holding of 2,0 million ordinary
shares and 21,3 million sub-ordinated convertible non-voling debentures in the Cape Town Community Housing Company for an amount of
R24.2 millior. Al year end the Housing Company had loans outstanding to the value of R18,771 million (2006: R21,397 million) of which the
City is liable for 50 % thereof.

The City's investment in the Mousing Company was fuily impaired at 30 June 2007 and is carried at a nil value.

DISPOSAL OF MUNICIPAL FROPERTIES

The City disposed of municipal properties for the first time by way of a pregramme aimed at stimulating economic development. Properties no
fonger required for municipal purposes are being identified, investigated and prioritised for disposal by means of a public tender process. ltis
expected that the programme is likely to yield significant levels of income.

OTHER

Various forensic investigations are still ongoing on audit issues raised in the previous financial year.
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APPENDIX D

SEGMENTAL INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 2007

2008 2006 2008

Restated Restated Restated

Actual Actual Surplus/

income Expenditure (Deficit)

R 000 R'000 R '000

3,020,672 980,748 2,028,924
3,093 191,515 (187,522)
1,854,883 1,675,700 178,183
144 504 288,156 (154,652}
127,427 313,078 (185,651}
20,588 204,607 (184,018}
282,036 475,762 (193,726}
218,838 738,386 (519,548)
23,707 526,565 (502,838)
14 2,214 (2,200)
871,837 878,762 (6,925)
727,218 604,622 122,586
33,543 626,474 (592,931)
1,551,986 1,578,332 (26,346)
2,906,876 2,783,509 123,387
17,385 19,385 2,010
(114} 58 (172)
11,805,394 11,908,883 {103,488)
2,417,212 2,417,212 0
9,388,182 9,491,671 {103,489)

Rates

Executive & Councit
Finance & Administration
Pianning & Development
Health

Community & Social Services
Housing

Public Safety

Sport & Recreation
Envirenmental Protection
Waste Management
Waste Water Management
Road Transporl

Waler

Electricity

Discontinued Operations

Other: Tourism

Sub Total

Less: Inter-Departmentat Charges

Total

2007 2007 2007
Actual Actual Surplus/
Income Expenditure (Deficit)
R'00¢ R'000 R '000

4,208,577 1,018,932 3,189,645
4,747 221,844 (217,087)
1,099,453 1,206,511 (106,058)
141,817 309,185 (167,268)
140 434 314,005 (173,571)
23,586 551,880  (527,984)
222,986 366,077 (143,091)
227,244 B71,643 {644,399)
47,652 282,057  (234,405)
4986 63,628 (63,132}
912,948 843,847 63,102
886,937 728,160 158,777
48,332 623,704 {575,372)
1,758,658 1,600,123 158,535
3,156,486 2,971,828 184,658
[ 8} 0

272 40,598 (40,426)

12,880,726 12,012,782 867,934

2,577,881 2,577,891 0

10,302,835 9,434,301 867,934
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