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1. Executive Summary 

 
The purpose of the report is to allow Council to consider the implications for 
Fixed Assets that were disposed of during the period 01 July 2020 to 30 June 
2021, to be reflected in the annual financial statements for the year ended 
30 June 2021. 

 
2. Service Delivery and Budget Implementation Plan - IGNITE 

 
Directorate Finance 
Department Expenditure & Asset Management 

 
3. Compliance with Strategic Priorities 

 
Provision of democratic, accountable and ethical governance 
Provision and maintenance of municipal services 

 
4. Delegated Authority 

 
None 

 
5. Legal Requirements 

 
Local Government: Municipal Systems Act, Act 32 of 2000 
Local Government: Municipal Finance Management Act, Act 56 of 2003, 
Section 14 (2)(a) & (b); 
Municipal Asset Transfer Regulations (2008), Regulation 5 (1), (2) & (6) 

 
6. Background / Discussion / Evaluation / Conclusion 

 
Section 14(2) of the Municipal Finance Management Act, Act 56 of 2003, states 
that: 
“A municipality may transfer ownership or otherwise dispose of a capital asset 
other than one contemplated in Subsection (1), but only after the municipal 
council, in a meeting open to the public – 
(a) has decided on reasonable grounds that the asset is not needed to provide 

the minimum level of basic municipal services; and 
(b) has considered the fair market value of the asset and the economic and 

community value of the to be received in exchange for the asset.” 
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Regulation 5 of the Municipal Asset Transfer Regulations, 2008, states that: 
(1) A municipality may transfer or dispose of non-exempted capital assets only 

after – 
(a) the accounting officer has in terms of regulation 6 conducted a public 

participation process to facilitate the determinations a municipal 
council must make in terms of Section 14(2)(a) and (b) of the Act; 
and 

(b) the municipal council – 
(i) has made the determinations required by Section 14(2)(a) and 

(b); and 
(ii) has as a consequence of those determinations approved in 

principle that the capital asset may be transferred or disposed of. 
(2) Subsection (1)(a) must be complied with only if the capital asset proposed 

to be transferred or disposed of is a high value capital asset. If the combined 
value of any capital assets a municipality intends to transfer or dispose of in 
any financial year exceeds five percent of the total value of its assets, as 
determined from its latest available audited financial statements, sub-
regulation (1)(a) must be complied with in relation to all the capital assets 
proposed to be transferred or disposed of during that year. 

(6) A municipal council may delegate to the accounting officer its power to make 
the determinations referred to in sub-regulation (1)(b)(i) and to give the 
approval referred to in sub-regulation (1)(b)(ii) in respect of moveable capital 
assets below a value determined by the municipal council.” 

 
Subsequent to following the procedures set out in the Administration of 
Immovable Property Policy, a number of assets classified as Investment 
Property Land & Buildings and PPE: Land were tabled before Council during 
the course of the year in order to obtain Council approval for the disposal and / 
or transfer thereof. The cost price and net carrying value in respect of these 
assets are detailed in ANNEXURE A. 

 
During the financial year ended 30 June 2021, electrical assets (two Minisubs, 
one transformer and one sectionalizer) were identified as being either 
redundant, obsolete or damaged beyond economic repair and were replaced. 
Although no public auction has been held during the financial year, these items 
were fully impaired and moved to Onrus depot, from where it will be disposed 
of by means of a public auction as soon as circumstances are conducive for 
such an event. The cost price, accumulated depreciation and net carrying value 
in respect of these assets are detailed in ANNEXURE A. 

 
During the financial year ended 30 June 2021, minor assets and control items 
(as set out in ANNEXURE A) were identified as being either redundant, 
obsolete or damaged beyond economic repair. Although no public auction has 
been held during the financial year, the Accounting Officer, in terms of the 
delegated authority, may approve the disposal of the moveable assets. Items 
of this nature already included in this report, will be disposed of by means of a 
public auction as soon as circumstances are conducive for such an event. 
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None of the assets identified to be disposed of / written off / replaced were 
required to provide the minimum level of basic services. 

 
7. Financial Implications 

 
The net effect of the abovementioned disposal / derecognition amounts to a 
gain of R717’185-30 and is composed of the following: 

 

 Cost  

 Accumulated 
Depreciation 

and Impairment 

 

Carrying Value  

Land & Buildings disposed of 
after following the prescribed 
processes to obtain Council 
approval: 110,985.58  0.00  110,985.58 

- Investment Property: Land 0.00  0.00  0.00 
- Investment Property: 

Buildings 0.00  0.00  0.00 
- PPE: Land 110,985.58  0.00  110,985.58 

Proceeds from sale of land     (828,170.88) 

Gain on sale of land     R717,185.30 

      
Infrastructure- & Minor Assets 
replaced through upgrading & 
refurbishment, or damaged 
and claimed from insurance, or 
identified as redundant / 
obsolete and sold on auction: 4,330,751.15  4,330,751.15  0.00 

- Electricity   1,081,907.86    1,081,907.86  0.00 
- Minor Assets 3,248,843.29  3,248,843.29  0.00 

Proceeds from auction (not yet)     (0.00) 

Gain on derecognition of assets     R717,185.30 

 
8. Staff Implications 

 
N/A 

 
9. Comments from other Departments, Divisions and Administrations 

 
None 

 
10. Annexures 

 
Annexure A: Schedule of all assets disposed / derecognised during the 

period 01 July 2020 – 30 June 2021  
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RECOMMENDATION TO THE COUNCIL: 
  

1. that it be noted that the assets disposed of during the period 01 July 2020 to 
30 June 2021 are not needed to provide the minimum level of basic municipal 
services;  and 

  
2. that the derecognition of the Infrastructure Assets replaced / abandoned / 

disposed of during the period 01 July 2020 to 30 June 2021, be approved. 
 
 
RESPONSIBLE OFFICIAL : J VORSTER 
 
TARGET DATE FOR IMPLEMENTATION : 31 AUGUST 2021 
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