Accounting Policies
1. Presentation of Financial Statements
The financial statements have been prepared in accordance with the Standards of Generally Recognised
Accounting Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of
the Municipal Finance Management Act (Act 56 of 2003).
These financial statements have been prepared on an accrual basis of accounting and are in accordance with
historical cost convention as the basis of measurement, unless specified otherwise. They are presented in
South African Rand.
A summary of the significant accounting policies, which have been consistently applied in the preparation of
these financial statements, are disclosed below.
GRAP 1
GRAP 2
GRAP 3
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Presentation of Financial Statements
Cash Flow Statements
Accounting Policies, Changes in Accounting Estimates and Errors
Leases
Events after the reporting date
Property, Plant and Equipment
Provisions, Contingent Liabilities and Contingent Assets
Intangible Assets
Financial Instruments

Taxation
The company recognises the net future tax benefit related to deferred income tax assets to the extent that
it is probable that the deductible temporary differences will reverse in the foreseeable future. Assessing the
recoverability of deferred income tax assets requires the company to make significant estimates related to
expectations of future taxable income. Estimates of future taxable income are based on forecast cash flows
from operations and the application of existing tax laws. To the extent that future cash flows and taxable
income differ significantly from estimates, the ability of the company to realise the net deferred tax assets
recorded at the statement of financial position date could be impacted.
Post Retirement Benefits
The present value of the post retirement obligation depends on a number of factors that are determined on
an actuarial basis using a number of assumptions. The assumptions used in determining the net cost/(income)
include the discount rate. Any changes in these assumptions will impact on the carrying amount of post
retirement obligations. Other key assumptions for pension obligations are based on current market conditions.
Additional information is disclosed in Note 11.
Effective Interest Rate
The company used the City of Johannesburg Metropolitan Municipality average borrowing rate as a point of
departure and a basis of discounting financial instruments.
1.3 Property, Plant and Equipment
Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for
use in the production or supply of goods or services, rental to others, or for administrative purposes, and are
expected to be used during more than one period.

The accounting policies are consistent with the previous period.

The cost of an item of property, plant and equipment is recognised as an asset when:

These accounting policies are consistent with the previous period.

•

1.1 Going Concern Assumption

•

These financial statements have been prepared based on the expectation that the entity will continue to
operate as a going concern for at least the next 12 months.
1.2 Significant Judgements and Sources of Estimation Uncertainty
In preparing the financial statements, management is required to make estimates and assumptions that affect
the amounts represented in the financial statements and related disclosures. Use of available information and
the application of judgement is inherent in the formation of estimates. Actual results in the future could differ
from these estimates which may be material to the financial statements. Significant judgements include:
Provisions
Provisions were raised and management determined an estimate based on the information available.
Provisions are measured at managements best estimate of the expenditure required to settle the obligation at
the reporting date, and are discounted to present value where the effect is material.

it is probable that future economic benefits or service potential associated with the item will flow to the
entity; and
the cost of the item can be measured reliably.

Property, plant and equipment is initially measured at cost.
The cost of an item of property, plant and equipment is the purchase price and other costs attributable
to bring the asset to the location and condition necessary for it to be capable of operating in the manner
intended by management. Trade discounts and rebates are deducted in arriving at the cost.
Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of
acquisition.
Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or
monetary assets, or a combination of monetary and non-monetary assets, the asset acquired is initially
measured at fair value (the cost). If the acquired item’s fair value was not determinable, it’s deemed cost is the
carrying amount of the asset(s) given up.

Expected Manner of Realisation for Deferred Tax

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and
costs incurred subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the
carrying amount of an item of property, plant and equipment, the carrying amount of the replaced part is
derecognised.

Deferred tax is provided for based on the expected manner of recovery i.e. sale or use. This manner of
recovery affects the rate used to determine the deferred tax liability. Refer note 16 – Deferred tax.

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to
their estimated residual value.
Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.
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