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Background
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Property, plant and Equipment as constructed and properly managed by
Bushbuckridge local municipality, ensures the following:-

1.1.1 Sustainable service delivery,

1.1.2 Improvement of the living conditions of residents of Bushbuckridge,

1.1.3 Providing a safe and healthy living environment.

1.2
1.3

1.4

2.1

2.2

2.3

AT
Objectives of the Asset management Policy

Bushbuckridge Local municipality plays a stewardshlp role in ensuring that assets that

belong to the community are adequately safeguarded to ensure proper service delivery.

Statutory provisions are being implemented to protect public property against arbitrary
and mapproprlate management or disposal of BLM assets.

Accouhtmg;standards as promulgated by the Accountmg Standard Board and other
regulatory framreworks are being adhered to, to ensure sound fmancral recordmg of
information related to Property Plant and Equment '

HIERE I

To ensure that all responsible parties are aware of their roles and responsibilities

regarding assets of the municipality,

To set out accounting treatment for assets acquired and used by the municipality,

To prescribe the administrative guidelines and internal control procedures to be followed

by persons in control of municipal assets with regard to proper management thereof.




3. Definitions

d 3.1
3.2
3.3

3.4

3.4.1

3.5

. malntalned

3.6
3.7

3.8.

3.9

3.10

3.11

3.12

3.13

3.14

An Asset - means a resource that is controlled by Bushbuckridge Local Municipality,
Acquired as a result of past eventi,
From which future economic benefits or service potential will flow to the municipality.

Carrying amount — is the amount at which an asset is included in the statement of
financial position after deducting any accumulated depreciation and accumulated
impairment thereon.

Capitalization — is the recognition of an asset in the Fixed Asset Register with its
historical financial cost in accordance with GRAP.

Component - is a part of an asset with a 5|gn|f|cantlv (different useful life and
sngmflcant cost in relation to the rest of the main (parent) asset The components will
be separately accounted for and treated separately for depreciation, recognition and
derecognition purposes., but a parent-child relationship with the main asset will be

i andingstary
1Cost — is an amoufit of cash or cash equwalents paid: 6othe fair value of ‘or cther
igonsideration given to acquire an asset, at the time of itsdcguisition or construction.

.Community assets — are assets with a physical structure {libraries, sports fields,
-parksywhich utilization contribute to the weli-being of the community.
ETE B

Contributed asset — an asset received by the municipality in the form of a donation.

Depreciation — is a systematic allocation of the depreciable amount of an asset over
its useful life.

Depreciable amount — is the cost of an asset less its anticipated residual value.

Depreciated replacement cost — is a measure of the current value of an asset based
on its current replacement cost less an allowance for detericration of the condition
to date.

Economic Useful life — is the period over which as asset is expected to yield
economic benefits or service potential to the municipality community

Enhancement/Rehabilitation — is an improvement or augmentation of an existing
asset (including separately depreciable parts} beyond its originally recognised service
potential. The enhancement will either be on the useful life, capacity, quality, and
functionality of an asset.

Fair value — is the amount for which as asset could be exchanged between
knowledgeable willing parties in an arm’s length transaction.
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3.15 Heritage assets — are assets that have a cultural, environmental, historical
significance that are held indefinitely for the benefit of present and future
generations. (Recreational parks used for leisure) *

3.16 Investment property — is land or building or part of a building or both held by the
owner to earn rentals or capital appreciation.

3.17 Infrastructure assets which are defined as assets that usually display some or all the
following characteristics:

3.17.1 they are part of a system or network;

3.17.2 they are specialised in nature and do not have alternative uses;
=

3.17.3 they are immovable and they may be subject to constraints on disposal.

-+ 3,19.1 Rental to others; Gp )

..3.19.2 Administrative purposes; and

-
L

- 3.18 Impairment - means a determined loss in future economic benefits or service

potential of an asset , over and ahove the systematic recognition of the loss of the
asset’s future economic benefits or service potential through depreciation.

3.19 Property, plant and equipment — are tangible, identifiable assets that are held for:-

Use in the production of goods and services; )
SR S i L mgi BN

A
o

«261.3:19.3 Are expected to be used for more than one:year.;”

3.20 Recognition —is the process by which expenditure of a capital nature is included in the
Fixed Asset Register.

3.21 Remaining Useful Life - the time remaining until an asset cease to provide the
required service level or economic usefulness.

3.22 Residual Value — the estimated amount that the municipality would obtain for an
asset at the end of its useful life after deducting the expected cost of disposal if the
asset was already of the age and condition expected at the end of its usefui life.

4  Statutory and regulatory framework,

4.13 This policy must comply with all relevant legislation requirements including:-
4.13.1 The constitution of the Republic of South Africa, 1996

4.13.2 Municipal Systems act, 2000

4.13.3 Municipal Finance Management Act, 56 of 2003




4,14 The policy will be updated whenever legislative or accounting standard amendments
significantly change the requirements pertaining to asset management in general
and the administration of council assets.

5 Responsibilities

5.13.1 The municipal manager or duly delegated representative is responsible for the
management of the assets of the municipality, including the safeguarding and
maintenance of those assets by ensuring that:-

5.13.1.1 The municipality has and maintains a management, accounting and information
system that accounts for the asset of the municipality.

5.13.1.2 An Jasset management committee is established, through which all asset
processes and procedures are implemented. .

5.13.1.3 The municipality’s asset are valued in accordance with the standards of GRAP;

5.13.1.4 That senicr managers and their teams comply with the policy, ~ v

S

5.13.2 The chief Financial Officer or his/her delegate is designated as the municipality’s
Asset Co-ordinator and as a result the Budget and Treasury office is respon5|ble for
ensuring that:-

5.13.2.1 A fixed asset register is maintained,

5.13.2.2 Ensure that an appropriate system of financial management and internal control
are established and carried out diligently,

5.13.2.3 The financial and other resources of the municipality are utilized effectively,
efficiently, economically and transparently.

5.13.2.4 Any unauthorized, irregular, fruitless or wasteful expenditure and losses resulting
from negligent conduct are prevented,

5.13.2.,5 Provide the Auditor General South Africa or his personnel, on request, with the
financial records relating to assets as recorded in the Fixed Assets Register.




5.14 Asset Management Committee shall:-

5.14.1 Maintain an accurate and up to date record of information on municipal assets by
~ end user departments, ‘

5.14.2 To ensure information on municipal assets (Newly Acduired Assets) is shared with
the Budget and Treasury (Finance) to ensure completeness of information in the
preparation of Annual Financial Statements,

5.14.3 Compile an accurate and up to date list of municipal assets that have been assessed
not to have any service potential and share with the Budget and Treasury after
obtaining council resolution for write off or disposal,

5.14.4 Assist with responding to finding raised by the AGSA or matter in their area of
operation during the financial year audit.

[

5.15 = ALL Council employees shall:-

5.1'5.1';ﬂsu're':thattzabs,ét% assigned to them are utilized efﬁ_activeiy‘, eificientlw:%eféonomicaliy
and transparently, ' "

5.15.2 Assets of the municipality are not used for private gain, e
5.15.3 Notify the asset management unit of all obsolete,"damaged and stolen assets

WITHOUT ANY DELAY,

5.15.4 Safeguard assets allocated to them and notify the asset management unit of any
pending movement and disappearance of bar codes and ensure an asset transfer
form is completed upon asset movement.

5.16 The Human Resources Unit shall:-

5.16.1 Ensure that on termination of service, the asset management unit is notifies so as to
check asset allocated to the employee,

5.16.2 No monies are paid out to the staff on termination prior to receiving confirmation on
return of assets from the asset management unit.




5.17 Responsibilities of other departments

The asset management unit must be notified of the following, by Otr_jer departments
within the municipality:-

5.17.1 Any donations received during a particular financial year,
5.17.2 Additions or Improvements to existing assets,

5.17.3 Loss or damage to existing assets {in the form of a report)
5.17.4 Termination of employment

5.17.5 Sale of municipal land

5.17.6 Notify the asset management unit of any privately owned movable assets in all
municipal offices. B

6 Accounting for aésets
6.13 Recognition of an asset
An asset Séalf:b'é";"reédghilééa asan asgé_t its-
6.13.1 it meets the definition of an asgéf_ gnld;lPPE,
6.13.2 The cost or fair value of the item cah‘ bgmrneasured reliably.
Y
6.14 Measurement at recognition
6.14.1 An item of asset that qualifies for recognition as an asset shall be measured at cost,

6.14.2 Where an asset is acquired at no cost or for a nominal amount, it’s cost is its fair
value as at the date of acquisition.

6.15 Measurement after recognition

6.15.1 After recognition as an asset, an item of PPE shall be carried at cost less any
accumulated depreciation and any impairment losses,

6.15.2 Separately record each part of an item of PPE with a cost and lifespan significant and
different in relation to the total cost of the asset,

6.15.3 Depreciation of an asset begins when it is available for use,
6.15.4 Depreciation ceases when the asset is derecognised,

6.15.5 Depreciation of an asset is determined after deducting residual value.




6.16 Review if useful life, depreciation method and residual value(s)

6.16.1 The useful life, depreciation method and the residual value applied to an asset shall
be reviewed when necessary and if there has been any significant change in the
expected patterns of the consumption of the future economic benefits, service
potential embodied in the assets.

6.16.2 The method, useful life and residual value shall be changed to reflect the changed
patterns

6.16.3 Such a change shall be accounted for in line with prescript of applicable Genarally
Recognized Accounting Practice.

7  Disposal of Property Plant and Equipment.

7.13 The municipality may not transfer ownership as a result of a sale or other transaction
“or otherwise permammtly dispose on a non-current asset neﬂded to provnde minlmum_
level of basic munu:|pal services, '

7.14 Haé decided on reasc’xi’téxbe grounds that the asset is not needed to prowde the
minimum level of basic mumc:pal service, o

7.15 In terms of movahle: assets ‘all municipal logos or brandmg shou!d be permanently
removed before transfer of ownership is finalized, ’

7.16 The disposal of property, plant and equipment shall be fair, equitable, transparent,
competitive and cost effective and comply with the prescribed regulatory framework
for supply chain management.

8 Contents of the Fixed Asset Register

8.1 A brief but identifiable description of each asset,
8.2 Classification of each asset,

8.3 The date on which the asset was acquired for use,
8.4 The location of the assets,

8.5 The name of the end user department,

8.6 The asset owner or responsible employee,

8.7 The tittle deed number in the case of buildings,




88The erf number in the case of municipal land,
8.9 The unique identification number,
8.10 The original cost or fair value in no cost is available,
8.11 The accumulated depreciation to date,
8.12 The carrying value of the asset,
8.13 Impairment losses if any,
8.14 The date on which the asset is disposed,

8.15 The residual valuz of each asset, where applicable.

9 Maintenance
9.1 Maintenance strategy

- Expendituze related to repairs and maintenance .of -property; plant and equipment are
made to restoreror maintain the future economic benefits or ser'v'i;;:e;,_pqtential that the

municipality can expect from the asset. L
e gt

Each departmientmust develop a maintenance strategy that will -ensure that the
mumupalltys assels are maintained at an adequate operatlonal ievei or standard by
ensuring that all statutory, technical, and operational objectives are achieved.

The strategy must ensure that tangible assets under the custody and control of the
relevant directors are properly maintained and repaired so that the possible maximum
useful lives are realized.

9.2 Subsequent expenditure

Subsequent expenditure relating to property, plant and equipment is capitalized if it is
probable that future economic benefits or potential service delivery of the asset is
enhanced in excess of the originally assessed standard of performance.

If expenditure only restores the originally assessed standard of performance, then it is
regarded as repairs and should be expensed.

The following matrix will assist in distinguishing capital expenditure from maintenance
expenditure.

10




Capital expenditure Maintenance expenditure

Acquiring a new asset. Restoring an asset so that it can continue
to be used for its original purpose

Replacing as asset Maintaining as asset so that it can be
used for a PERIOD for which it was
initially intended

Enhancing an existing asset so that its
use is expanded

“Further developing an existing asset so
that it’s original useful life is extended

10 SAFEGUARING OF ASSETS

; 101 Custody and security . T

LR i o

10 f1 1.“ *Alt barcoded assets shall be tracked by physical locati&iiin the Fixed Asset Register.

10 1 2u A physical asset verification of movable assets shall be performed quarterly by
' ““gset management personnel. o e

"."

RN

10.1.3" It is the responsibility of Departments, through '-fiﬁéuéffice of the director, to
report stolen or damaged property to the Budget and Treasury office.

10.2 Loss of asset

10.2.1 All assets lost, stolen or damaged must be reported to the budget and treasury
department and also be reported to the SAPS and council’s internal security within
48 hours of the occurrence of the incident.

10.2.2 Loss through negligence on the part of the employee will result in the value of the
asset as reflected in the Fixed Asset Register be recovered at net book value from
the employee’s remuneration.

10.2.3 If it can be proven that there was a lapse in the internal security measures to
safeguard municipal assets, accountability to replace the lost asset will rest with
the respective company.

11
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