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1. INTRODUCTION 
 
This policy is designed to assist the management and officials of the Bergriver Municipality 

with the procedures to manage Property, Plant and Equipment (PPE), Investment Property, 

Heritage Assets, and Intangible Assets. It is also intended to distinguish between activities 

acceptable in terms of general approval, supervisory responsibilities, and limits of authority 

over the management of assets and functions of the organization. 
  
The policy provides certainty of asset management processes undertaken within the 

organisation and will ensure that management and officials understand their legal and 

managerial responsibilities with regard to assets. 

  

For the purposes of this policy, assets exclude inventory and monetary assets such as debtors.  
 
This policy replaces all asset management procedures/instructions and memoranda previously 

issued.  
 
Non-compliance with this policy will result in disciplinary actions, in terms of the Human 

Resource Policy and procedures of the Municipality.  
 

2. GOAL 
 
The purpose of this policy is to ensure that the assets of the Municipality are properly managed 

and accounted for by ensuring the following: 
 

• Accurate accounting and recording of relevant asset information;  

• Accurate accounting and recording of asset movements;  

• Exercise strict physical control over all assets; 

• Correct accounting treatment in the Municipality's financial statements; 

• Provide accurate and meaningful management information; 

• Compliance with Council's accounting policies and Generally Recognised Accounting 

Practice; 

• Sufficient assurance of assets;  

• Sufficient maintenance of the municipal assets; 

• Ensure that managers are aware of their roles and responsibilities regarding assets; and  

• Set out management standards, accounting principles, and internal controls for the 

safeguarding of assets from losses and damages.  
 

3. STATUTORY FRAMEWORK 
 
The statutory framework for this policy is:  
 

• The Constitution of the Republic of South Africa, 1996; 

• Municipal Structures Act, No. 117 of 1998; 

• Municipal Systems Act, No. 32 of 2000; 

• Municipal Finance Management Act, No. 56 of 2003 

• Regulation No. 31346 of 2008; (Asset Transfer Regulations) 

• Municipal Supply Chain Management Regulations No. 27636; 

• Generally Recognized Accounting Practice. 
 

 
4. ACCOUNTING STANDARDS 

 
This document represents a policy formulation and will not take precedence over the standards 

specified by the Accounting Standards Board. The relevant accounting standards include:  
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• GRAP 1 - Presentation of Financial Statements; 

• GRAP 3 – Accounting Policies, Change in Accounting Estimates and Errors  

• GRAP 5 – Borrowing Cost 

• GRAP 13 - Leases. 

• GRAP 16 - Investment property;  

• GRAP 17 - Property, Plant and Equipment; 

• GRAP 21 - Impairment of Non-cash generating assets; 

• GRAP 26 – Impairment of Cash-generating assets; 

• GRAP 31 – Intangible Assets; 

• GRAP 32 – Service Concession Arrangements: Grantor 

• GRAP 100 - Discontinued Operations; 

• GRAP 101 – Agriculture; and 

• GRAP 103 – Heritage Assets. 

• Directive 7 – The application of Deemed Cost 
 
Other relevant accounting standards are:  

 

• GRAP 12 – Inventory; and 

• GRAP 11 – Construction contracts. 
 

5. DEFINITIONS 
 
 

Depreciable Amount – The cost of an asset, or other amount substituted for cost in the 

financial statements, less its residual value. 

 

"Active market" is a market in which all the following circumstances must be present: 
 

• The assets which are traded in the market are homogeneous; 

• A willing buyer and willing seller can normally exist at any given time; and 

• Prices are available to the public. 
 
"Amortisation" is the systematic allocation of the depreciable amount of an intangible asset 

over its useful life.  
 
"Other Assets" – are defined as assets utilised in normal operations. Examples are plant, 

property and equipment, motor vehicles and furniture and fittings.  
 
"Asset Manager" is any official to whom the responsibility has been delegated and who needs 

to account for the control, use, physical and financial management of the Municipality's assets, 

in terms of the municipality's standards, policies, procedures and relevant guidelines.  
 

"Asset Register" is the record keeping of information on each asset that supports the effective 

financial and technical management of the assets and which complies with statutory 

requirements. 
 
"Assets" are resources controlled by the Municipality as a result of historical events and of 

which it is expected that future economic benefits or potential service will result. Therefore, for 

the purpose of this policy, assets exclude inventory and other monetary assets.  
 
"Investment property" – is defined as property (land or a building or part of a building or both) 

owned (by the owner or the tenant within a lease) to earn rent or for economic and capital gain 

or both, unlike for:  
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(a) use in the production and supply of goods and services or for administrative purposes; 

Or  
(b) sales in the normal course of business.  
 
"Manager" is any senior manager and every municipal official exercising financial 

management responsibilities. 
 
"Fair Value" – is the amount for which assets can be exchanged between knowledgeable, 

willing parties in an arm's length transaction.  
 
"Biological Asset" is a live animal or plant. 
 
"Biological Transformation" comprises the process of growth, degeneration, production and 

procreation that causes qualitative and quantitative changes to a biological asset.  
 
"Useful Life" – is: 

 

• the period of time over which an asset is expected to be used by the Municipality, or 

• the number of production or similar units expected to be obtained from the asset by the 

Municipality. 
 
"Service Provider" – 

 
(a) with regards to a municipal service, means a private sector party or organ of state is 

appointed by a municipality, in terms of Section 8 of the MSA, to perform a municipal 

service in accordance with the Act; or  
(b) with regards to a commercial service, a private sector party or organ of state, appointed 

by the municipality or municipal entity in terms of the supply chain policy to perform a 

commercial service to or for the municipality or entity, as an independent contractor. 
 
"The Act" means the Local Authority: Municipal Finance Management Act, 2003 (Act No. 56 

of 2003).  
 
"Carry amount" is the amount at which an asset is included in the financial statements after 

deducting any accumulated depreciation and accumulated impairments. 
  
"Property, Plant and Equipment" (PPE) – are tangible assets that:  

 

• are held by the municipality for use in the production or provision of goods or services, 

for rentals to others, or for administrative purposes; and  

• are expected to have a useful life extending more than one reporting period (12 months).  
 
"Heritage Assets" – are defined as culturally significant resources. Examples are works of art, 

historical buildings and statues.  
 
"Depreciate replacement costs", with regards to capital assets, means the cost of replacing the 

capital asset on the date of transfer, adjusted by the accumulated depreciate cost on the date of 

transfer taking place taking into account the condition and age of the assets.  
 
"Community assets" – are defined as any asset that contributes to the community's well-being. 

Examples are parks, libraries and fire stations.  
 
"GRAP" are Standards of Generally Recognized Accounting Practice. 

 
"Historical Cost" means the original purchase price or cost of acquisition of capital assets at 

the time of acquiring the asset. 
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"Chief Financial Officer" means an official of the municipality designated by the Municipal 

Manager to be administratively in charge of the budget and treasury functions.  
 
"Infrastructure assets" – is defined as any asset that is part of a network or similar assets. 

Examples are roads, water purification networks, sewage purification networks, highways, 

transport terminals and parking areas.  
 
"Class of plant, property and equipment" means a grouping of assets of a similar nature or 

function in a municipality's operations, which are shown as a single item for the purpose of 

disclosure in the financial statements. 
 
"Commercial service" means a service other than a municipal service:  

 
(a) Provided by a private sector party or organ of state to or for a municipality or municipal 

entity on a commercial basis; and  
(b) Purchased by the municipality or municipal entity through the supply chain management 

policy. 
  

"Cost" – is the amount of cash or cash equivalent paid or the fair value of the other 

consideration given to acquire an asset at the time of acquisition or construction or where 

applicable, the amount attributed to that asset when initially recognised in accordance with the 

specific requirements of GRAP Standards. 
 
"Agricultural Activity" is the management by the municipality of the biological transformation 

of biological assets for sale, in agricultural produce, or in additional assets. 
 
"Agricultural Produce" is the harvested product of the entity's biological assets. 
 
"Municipality" means the Berg River Municipality. 
 
"Municipal Valuation" means the official valuation of an immovable property as indicated in 

the Municipality's valuation roll. 
 
"Intangible assets" – are identifiable assets without physical substance.  

 
"Transfer", means with regards to a capital or sub asset, the transfer of ownership as a result 

of sales or other transactions.  
 
"Impairment Loss of Cash generating assets" – is the amount by which the carrying amount 

of the asset exceeds the recoverable amount.  
 
"Impairment Loss of Non-cash generating assets" – is the amount by which the carrying 

amount of assets exceeds the recoverable service amount.  
 
"Right to utilise, control and manage" means the right to use, control or manage the capital 

asset for a period longer than one calendar month, without transferring ownership of the asset. 

In other words, where such a right does not result in the transfer or permanent alienation of the 

asset, for example, when a right has been obtained through a lease, letting or lease agreement.  
 
"Accounting officer" means the Municipal Manager appointed in terms of Section 82 of the 

Local Authority: Municipal Structures Act, 1998 (Act 117 of 1998) and in charge of the 

administration and accounting responsibilities in terms of Section 60 of the Local Authority: 

Municipal Finance Management Act, 2003 (Act 56 of 2003); 
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"Residual value" is the net amount that the municipality expects to obtain from an asset at the 

end of its useful life, after deducting the estimated cost of disposal, if the assets have already 

reached the age and expected condition at the end of the usable lifetime. 
 
"Realisable Value" means the amount of cash or cash equivalents that currently can be 

obtained by transferring the capital assets, less the estimated cost of completion and the 

estimated cost of transferring the asset. 
 
"Senior Manager" is a manager referred to in Section 57 of the Municipal Systems Act (MSA) 

and who is somebody that reports directly to the Municipal Manager. 
 
"Recoverable Amount" – is the highest of the cash-generating asset's sale price and the future 

value in use. 
 
"Recoverable service amount" is the highest of a non-cash generating asset's fair value minus 

the cost to sell and the future value in use.  
 
 
"Alienation", in connection with capital assets, includes –  
 
(a) The breakdown, demolition or destruction of the capital assets; or  
(b) Any other process applied to capital assets resulting in the loss in ownership of the capital 

assets, other than by transfer of ownership. 
 

"Alienation Management System" means the system considered in regulation 40 of the 

Municipal Supply Chain Management Regulations, published by General Notice No. 868 of 

2005.  
 
"Improvement/Rehabilitation" is an improvement or change of an existing asset beyond its 

originally recognized service potential, for example usable lifetime, capacity, quality and 

functionality. 
 
"Supply chain management policy" means the supply chain management policy of the 

municipality or municipal entity must have in terms of Chapter 11 of the Act. 
 
"Depreciation" – is the systematic allocation of the depreciable amount of an asset over its 

useful lifetime.  
 

6. BACKGROUND 
 

The acquisition and management of PPE, investment property, intangible assets, heritage assets 

and agricultural assets is the primary mechanism by which the Municipality can fulfil its 

constitutional mandate for: -  
 

• Delivery of sustainable services;  

• Social and economic development; 

• Promoting a safe and healthy environment; And  

• Fulfilling the basic needs of the community.  
 

The Municipality has a legislative and moral duty to ensure that policies are implemented to 

ensure the effective and efficient use of assets over their useful lifetime. 

  
The asset management policy deals with municipal rules required to ensure the enforcement of 

appropriate stewardship over assets. Stewardship has three components namely:-  
 

• Management, utilisation and control by the Municipal Officials;  
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• Physical administration by the Chief Financial Officer; And 

• Physical administration by the Manager: Assets. 
 

Statutory provisions are implemented to protect public property against arbitrary and poor 

management or disposal by the local authority.  
 
Accounting standards have been approved by the Accounting Standards Board (ASB) to ensure 

the proper financial treatment of property, plant and equipment, investment property, intangible 

assets, heritage assets and agricultural assets. The requirements of these new accounting 

standards include-  
 

• Preparation of asset registers that include all assets controlled by the Municipality.  

• Accounting treatment such as acquisition, disposals, disclosure, and 

depreciation/amortization of assets.  

• Financial treatment should comply with the latest accounting standards.  
 

7. DELEGATION OF DUTIES 
 

This policy should be applied taking into account the Municipality's policy regarding delegated 

powers. Such powers refer to delegations between the Municipal Manager and other responsible 

officials as well as between Council and the Executive Mayor and the Council and the 

Municipal Manager. All delegations in terms of this policy must be done in writing.  
 
In accordance with the Local Authority: Municipal Finance Management Act (Act 56 of 2003) 

(MFMA), the Municipal Manager is the accounting officer of the Municipality and therefore 

all municipal officials must report to him/her. The Municipal Manager is therefore responsible 

for all transactions performed by his/her delegates.  
 

The overall responsibility of asset management rests with the Municipal Manager, although 

day-to-day management of assets should be the responsibility of all officials in terms of written 

delegation of duties.  
 

8. RESPONSIBILITY 
 
Municipal Manager 

 
The Municipal Manager is responsible for managing the assets of the Municipality, including 

the safekeeping and maintenance of those assets. He/she must ensure that:  
 

• The Municipality has a management, accounting and information system that will 

account for and maintain the assets of the Municipality.  

• The Municipality's assets are valued in terms of GRAP.  

• The Municipality has a system of internal control over assets, including an asset  
register, updated and maintained.   

• Senior executives and other officials adhere to this policy.  
 
Chief Financial Officer 

 
The Chief Financial Officer must ensure that- 
 

• Suitable financial management systems and internal control established and 

conscientious be executed.  

• The financial and other sources of the Municipality is issued to him/her effectively, 

economically, and efficiently.  

• Any unauthorised, irregular, fruitless or wasteful expenditure and  
losses resulting from criminal or negligent conduct are prevented.  
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• The systems, processes and registers required to substantiate the financial values of the 

Municipality’s assets are maintained to standards sufficient to satisfy the requirements 

of effective management.  

• Financial processes are established and maintained to ensure that the Municipality's 

financial resources are utilised optimally through appropriate asset planning, budgeting, 

purchase, maintenance and disposal decisions.  

• The Municipal Manager was appropriately advised on the exercise of powers and duties 

in respect of the financial administration of assets.  

• The managers and senior management teams are appropriately advised on exercising 

their powers and duties in respect of the financial administration of assets.  
 
Senior Managers 

 
The Senior Managers must ensure that: 

 

• Appropriate systems are established and executed for physical management and control 

of assets in their area of responsibility.  

• The Municipal resources allocated to him/her are effectively, economically and 

efficiently being used.  

• The assets under their control are properly secured and maintained to the point of  
the required level and that risk management systems exist and are maintained. 

• Any unauthorised, irregular, fruitless or wasteful expenditure and  
losses resulting from criminal or negligent conduct are prevented.  

• Their management systems and controls provide accurate, reliable and up-to-date  
information of assets under their control.  

• Their plans, budgeting, procurement, maintenance and disposal decisions  
regarding assets can be justified and the Municipality's strategic  
Goals are optimally achieved. 

• The purchase of assets complies with all municipal policies and procedures. 

• All assets have been accounted for and identified and inspected before it is received in 

their care. 

• All moveable assets received into their stewardship are appropriately safeguarded against 

inappropriate use or loss.  This will include control over the physical access to these 

assets and regular stock takes to ensure that no losses have occurred.  Any known losses 

should be immediately reported to the Chief Financial Officer. 

• Assets are used appropriately for the purpose as intended by the municipality. 
 

The Senior Manager may delegate or otherwise assign responsibility to others to perform these 

functions, but they will remain responsible for ensuring that these activities are carried out.  

 
9. FINANCIAL MANAGEMENT 

 
Planning before Acquisition of Assets 

 
When a capital project is included in the budget and before it can be implemented, the relevant 

manager must submit the following to Council for consideration: 
 

• The estimated cost of the project over all the financial years until the project is 

operational;  

• The future operating costs and revenues of the project including the tax and tariff 

implications;  

• The future operational costs and revenue of the project, including tax and tariff 

implications; 

• The physical and financial relationship of the asset during all stages of its lifespan, 

including procurement, installation, maintenance, operation, disposal and rehabilitation; 
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• The inclusion of the capital project in the Integrated Development Plan (GOP) and future 

budgets; And 

• Alternatives to the capital purchase.  
 
The Chief Financial Officer is responsible for ensuring that all possible assistance, guidance 

and explanations are provided to the heads of the relevant departments so that he/she will be 

able to meet his planning requirements.  
 
Approval to Acquire Assets  
 
Funds can only be spent on a project, if: 

 

• The allocated funds were in an approved capital budget; 

• The project, including the total cost, was approved by Council; 

• The Chief Financial Officer confirms that funding is available for the project; and  

• Any contract that will cause financial obligations for more than two years after the budget 

period has been properly disclosed. 

• The Supply Chain Management Policy has been complied with. 
 
Approval for the purchase of assets will be made in terms of the Municipality's delegation of 

powers and the payment for the purchase of assets will be made in consultation with the 

financial policies and regulations of the Municipality.  
 

Funding of Assets 
 

The Chief Financial Officer will, within the municipality's ongoing financial, legal or 

administrative capacity, establish and maintain funding strategies that will optimise the 

municipality's ability to achieve the strategic objectives set out in the Integrated Development 

Plan. The purchase of assets will not be funded over a period that exceeds the useful life of the 

asset. 
 
Types of funding sources may include: 
 

• External loans; 

• Government awards; 

• Public contributions and donations; 

• Finance leases;  

• Capital Replacement Reserve; And 

• Surplus cash. 
 
Disposal of Assets 

 
In terms of Section 14 of the MFMA, the Municipality may not transfer ownership as a result 

of sales or other transaction or otherwise permanently alienating assets required for the delivery 

of the minimum level of basic municipal services, unless such asset is superfluous, surplus to 

requirements, cannot be fixed or replaced with the proviso that the minimum level of basic 

municipal services is not disadvantaged with the sale of the asset. 

 
Council delegates the power to approve the disposal of vehicles with an estimated carrying 

amount of less than R100 000 (one hundred thousand rand) and other movable assets with an 

estimated carrying amount of less than R20 000 (twenty thousand rand), to the Municipal 

Manager. (RB 666 08/02/2012) If the carrying value is above the said amounts, the Municipality 

may transfer or otherwise dispose of ownership, except in the above case, but only after the 

aproval of Council in a meeting open to the public: 
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• On reasonable grounds, it decided that the asset was not required for the delivery of basic 

municipal services; 

• Considered the fair market value of the asset and considered the economic and 

community value that will be received in exchange for the asset. 
 
The decision of whether a specific asset is not required for the delivery of a basic municipal 

service may not be revoked by the Municipality after the asset has been sold, transferred or 

otherwise disposed of.  
 
In compliance with principles and directives of the MFMA, the transfer of ownership of any 

PPE item will be fair, equal, transparent, competitive and consistent with the Municipality's 

Supply Chain Management Policy and the Municipality's Municipal Asset Transfer 

Regulations. The transfer of assets to another municipality, municipal entity, national 

department or provincial department is excluded from these directives with the proviso that the 

transfer be made in terms of a prescribed legal framework. 
 
Each Head of Department shall report in writing to the Chief Financial Officer, on/before 31 

October of each financial year, on all assets under their control or used, which they wish to 

dispose off, through public auction or public tender.  
 
The Chief Financial Officer will subsequently consolidate all requests received from the various 

departments and will briefly report the consolidated information to Council or the Municipal 

Manager of the Municipality, whatever the case may be, suggesting the disposal process to be 

followed. 
 
When the assets are disposed of, the Chief Financial Officer will deal with the disposal of the 

items in terms of GRAP and adjust the relevant records of the Asset Register. If the proceeds 

of the disposal are less than the carrying amount indicated in the Asset Register, such a 

difference must be recognised as a loss in the Statement of Financial Performance of the 

relevant department.  
 
All assets earmarked for write-off must be sold by public auction or tender after the following 

steps have been taken: 
 
▪ a notice of the intention of the municipality to sell the asset has been published in the 

local press; 
▪ the municipality has appointed an independent valuer in the event of tender sales to 

establish a minimum sale price; 
▪ in the event of a public auction, the municipality appointed an independent auctioneer to 

observe the auction; And 
▪ in the case of a public tender the prescribed tender procedures have been complied with. 
 
Loss, Theft, Destruction, or Impairment of Assets 
 
Every Manager must ensure that any case of loss, theft, destruction or material permanent 

impairment of assets under his/her control or used by the relevant department is promptly 

reported in writing to the Chief Financial Officer, internal auditor and in cases of suspected 

theft or intentional damage to the South African Police Service. 

 

 
10. INTERNAL CONTROLS 

 
Asset Register 
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The Chief Financial Officer will establish and maintain an Asset Register that summarizes all 

important data relating to each item of Property, Plant and Equipment, Investment Properties, 

Intangible Assets, Heritage Assets and Agricultural Assets that meet the criteria of recognition.  
 
The asset register will be kept in the format established by the Chief Financial Officer, and must 

comply with the requirements of GRAP and any other accounting requirements that may have 

been prescribed.  
 
The asset register should contain the following information as far as possible:  

 

• A brief but meaningful description of each asset; 

• The date on which the asset was acquired or taken on; 

• The location of the asset; 

• The responsible manager and department(s) or post(s) within which the assets will be 

used; 

• The title deed number, in the case of property; 

• The erf number, in the case of property; 

• Measurement approach (Cost Model or Fair value); 

• The original estimated useful life; 

• The revised estimated useful life; 

• The residual value; 

• The revised residual value; 

• The original cost or the revalued amount or the fair value if no charges are available; 

• The (last) revaluation date of the assets yet to be valued; 

• The revaluation value of those assets; 

• Who made the (last) revaluation; 

• Accumulated depreciation to date; 

• The depreciation charge for the current financial year; 

• The carrying amount of the asset; 

• Depreciation method; 

• Impairments that occurred during the financial year (and the reversal of impairments 

where applicable); 

• Method by which recoverable amount was calculated (when impairment is required in 

terms of GRAP); 

• Increases or decreases due to revaluation (if applicable); 

• The source of funding; 

• Condition of the asset; 

• The current insurance arrangements/agreement; 

• Whether the asset is required to provide basic municipal services; 

• Whether the asset was used as security for any debt and if so, its nature and period; 

• Security arrangements; 

• The date on which the asset was disposed of; 

• The selling price; 

• The date on which the asset retired from service, if not disposed. 
 

All heads of department under whose control any asset is will briefly provide any information 

required to compile the asset register in writing to the Chief Financial Officer and will also 

notify the Chief Financial Officer in writing of any material change that may take place in 

relation to that information.  
 

An asset will be capitalised, thus recorded in the asset register, as soon as it is acquired. If the 

asset is erected over a period of time, it will be recorded as work-in-process until it is available 

for use after which it is appropriately capitalised as a fixed asset. An asset will remain in the 
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asset register for as long as it exists physically. The fact that an asset is fully depreciated is not 

solely a reason to remove it from the Asset Register. 
 
Asset Register related controls must be sufficient to provide Senior Managers with an accurate, 

reliable and up-to-date review of assets under their control in terms of standards established by 

the Chief Financial Officer and in terms of the relevant legislation and other requirements. 
 
These controls should include the following: 
 

• Information on physical management; 

• Accounting of all acquisitions, movements, transfers, losses and disposals of assets; 

• Regular physical asset counts; and 

• System audits to confirm the accuracy of the records. 

 
The Chief Financial Officer must establish a system that ensures that all movable assets have 

been provided with a unique identification number/barcode that will be incorporated into the 

asset register.  
 
The Senior Managers must ensure that the approved asset identification system is carefully 

applied to all assets under their control or in use by the relevant department. 

 
11. PHYSICAL CONTROLS AND MANAGEMENT 

 
The responsibility of the Asset Control division 
 

• The Asset Control Division will undertake the annual asset count as part of their annual 

reporting process. 
 
The date of purchase 
 

• The date of purchase is deemed to be the time when the ownership passes to the 

Municipality. This may differ between the different asset classes but will usually be the 

point at which the asset is commissioned or when the final payment for the item has been 

approved. 
 
Transfers between Managers 
 
Permanent Transfer to Other Manager 
 
A manager may transfer an asset under his control provided that another Senior Manager 

accepts written responsibility for the asset. Copies of such approvals must be handed over to 

the Financial Services Department. 
 
The Financial Services Department must adjust the Asset Register for all such approved 

transfers. 
 
The Manager to whom the asset is transferred must accept responsibility for the transferred 

asset from a date specified in the above communication. 
 
A manager must ensure that the assets are insured against loss, damage or abuse, wherever the 

asset is located. Protection includes ensuring reasonable physical limitations. 
 
Shifting or Redeployment of Assets 
 
A manager must notify the Chief Financial Officer in writing when an asset has been moved or 
re-deployed from its location or cost center as recorded in the Asset Register.  
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In the case of assets such as vehicles used under normal operations away from its base, this 

reporting is not required.  
 
Verification of Assets 
 
Each Manager, in conjunction with the Asset Control Division, will perform a physical 

verification of assets on an annual basis. 
 
The results of the verification will be reported to the Chief Financial Officer in a format as 

prescribed by the Chief Financial Officer. 
 
The annual verification will be made as close as possible to year-end and the report must reach 

the Chief Financial Officer not later than 30 June. 
 
Insurance of Assets 
 
The Municipal Manager must ensure that all movable assets are at least insured against fire and 

theft and municipal buildings and infrastructure have been insured against fire and natural 

disasters.  
 
The Municipal Manager must decide, after consultation with the Chief Financial Officer, on a 

basis of insurance coverage that may be either the carrying amount or replacement value of the 

assets. The recommendation will have to take into account the Municipality's budget resources.  
 
 

12. MANAGING AND OPERATING ASSETS 
 
Responsibility for managing assets 

 
Every Senior Manager is responsible for ensuring that municipal resources allocated to them 

are effectively, efficiently, economically and transparently used.  These include:  
 

• The development of appropriate management systems, procedures, processes 

and controls for asset management;  

• Providing accurate, reliable and up-to-date accountability of assets under their 

control; and  

• The development and motivation of relevant strategic management plans and 

operating budgets that optimally achieve the Municipality's strategic objectives.  
 
Content of a strategic management plan 

 
Senior Managers must manage assets under their control to provide the required level of service 

or economic benefit at the lowest possible long-term cost. To achieve this, the Senior Managers 

must develop strategic asset management plans that cover the following:-  
 

• Comparison with the IDP; 

• Industry guidelines;  

• Performance monitoring;  

• Maintenance programs; 

• Renewal, renovation and replacement plans;  

• Disposal and Rehabilitation plans;  

• Operational, financial and capital support requirements; And  

• Risk management plans, including insurance strategies.  
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The operating budget is the short- to medium-term plan for implementing this strategic asset 

management plan.  
 
Reporting emerging issues  
 
Every Functional Manager should report issues, which significantly affect the asset’s abilities 

to achieve the required level of service or economic benefit, to the Municipal Manager. 
 

13. CLASSIFICATION AND COMPONENTS OF ASSETS 
 
Classification of Assets 
 
Any asset recognised as an asset in terms of this policy will be classified in terms of 

nationally recognised categories. 
 
These categories are determined by the Accounting Standards Board. 
 
All assets must be classified under the following headings in the Asset Register: 
 
13.1  Property, Plant and Equipment (PPE) 

 

• Land and Buildings (not held as investment assets).  

• Infrastructure assets (assets that are part of a network of similar assets).  

• Community assets (assets contributing to the general well-being of the community).  

• Other assets (normal operational assets). 

• Leased Assets   
 
13.2  Investment property 

• Land 

• Builidngs 
 
13.3  Intangible Assets 

• Computer Software 
 
13.4  Agricultural Assets 
 
13.5  Heritage Assets 

13.6   Service Concession Assets 

 

 
Optional Treatment of Material Components 
 
A manager must, with the approval of the Chief Financial Officer, deal with material 

components of an item of property, plant and equipment as a separate asset for the purposes of 

this policy.  
 
These material components may be defined by its physical characteristics or its financial values. 
 
When considered for approval, the Manager must be satisfied that the components 
 

•  Has a different useful life or usage pattern than that of the main asset. 

• Align with the asset management plans; 

• Justify the cost of separate identification; 

• Probable future economic benefits or potential service delivery will flow from the asset 

to the Municipality; 
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• Costs can be reliably measured; 

• Controlled by the municipality; And 

• Will be used for more than one financial use. 
 
All such decisions and agreements must be confirmed before the beginning of the financial year 

and must be submitted for approval along with the budget. Any amendments will only be 

allowed as part of the budget review (i.e. once or twice throughout the year). 
 
When a material component has been recognised as a separate asset, it may be acquired, 

depreciated and disposed of as if it were a separate asset.  

 
14. ACCOUNTING OF ASSETS 

 
Recognition of Assets 
 
An item of property, plant and equipment will be recognised as an asset when: 
 

• It is likely that future economic benefit or potential service delivery will flow from the 

asset to the Municipality; 

• The cost of the asset can be reliably measured; 

• The municipality has control over the asset; And 

• It is expected that the asset will be used for more than one financial year. 
 
Initial Measurement 
 
The original cost of an item of PPE or intangible assets may include: 
 

• Cost price; 

• Delivery costs; 

• Installation costs; 

• Professional fees; 

• Site development costs; 

• Contractor fees; 

• Import duties; 

• Taxes that cannot be claimed back (e.g. VAT on passenger vehicles). 
 

Items consumed within 12 months 

 

The following list of items is approved to only be purchased via the operational/capital  vote 

for expenditure and these will not be barcoded, but on a inventory list. 

 

Description Description Description 

3G or similar Internet Dongles Guillotine Pots and pans 

Back Support Hat and Coat Stand Punch 

Battery Heaters Small kitchen Appliance 

scales kettles mixer bowls 

Binder Kitchen utensils Stamps 

Buddy-systems Ladders Staplers 

Calculator Laptop bags Tape measure 

External Harddrives Loose standing power supply Towel, paper, aerosol 

dispensers 

Fans Mat/Carpet or floor protectors 

(beneath chairs) 

Trolleys, Vacuum cleaners, 

Wall clocks 

Fire Extinguisher Mops and Mop buckets Water Despensers 
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First Aid Kit Post boxes amd similar 

document storage solutions 

Wheelborrows 

Foot rests Pots and pans Visitors Chairs/Hall Chairs 

 
 
Donations and Exchanges 
 
When an item of property, plant and equipment has been acquired at no cost or at a nominal 

cost, it will initially be measured at its fair value on the date of acquisition and included in the 

Asset Register. 
 
Borrowing Cost 

Borrowing cost are interest and other expenses incurred by the Municipality in connection with 

the borrowing of funds. Borrowing cost that are incurred by the Municipality are expensed in 

the Statement of Financial Performance in the period during which they are incurred, regardless 

of how the borrowings are applied. 

 

Carrying amount of Assets 
 
After initial recognition as an asset, an item of property, plant and equipment will be carried at 

its cost minus accumulated depreciation and accumulated impairments.  
 
Depreciation and Amortisation 
 
All PPE excluding land, work-in-process and heritage assets, will be depreciated or amortised, 

in the case of intangible assets.  
 
Depreciation and amortisation are defined as the monetary quantification of the extent to which 

PPE and Intangible Assets are used in the provision of economic benefits or the delivery of 

services. 
 
The depreciable amount of an asset is determined after the residual value of the asset has been 

deducted. In practice, the residual value is usually not material. 
 
When the standard handling has been accepted and the residual value is likely to be material, 

the residual value is estimated on the date of purchase. The estimated amount is based on the 

amount the municipality would currently obtain from disposal of the asset, after deducting the 

estimated cost of disposal, if the asset was already of age and in a condition expected at the end 

of its useful life. 
 
The depreciation expenditure for each period will be recognised as an expense in the operating 

budget of each Department. 
 
The depreciation method used will reflect the expected pattern by which the asset's future 

economic benefits or service delivery potential reduces the value of the asset. 
 
Different depreciation methods can be used to write-off the amount in a systematic manner over 

the useful lifetime of the asset. The methods include the following: 
 

• Straight-line method; 

• Diminishing method; and 

• Sum of production units method. 
 
Straight-line depreciation causes a constant expense over the estimated lifetime of the asset if 

the residual value does not change. 
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The reduced balance method causes a declining expense over the useful lifetime of the asset. 
 
The sum of production units method causes an expense based on the expected use or output. 
 
The method of depreciation is constantly applied from period to period unless there has been a 

change in the expected pattern of use of future economic benefits or service delivery potential. 
 
The straight-line method is used unless otherwise agreed in writing with the Chief Financial 

Officer. 
 
Depreciation is calculated from the day the asset was available for use. 
 
Each Head of Department, in consultation with the Chief Financial Officer, will ensure that 

reasonable provision is made annually in the budget for the depreciation and amortisation of all 

applicable PPE or Intangible Assets controlled or used by the department or expected to be 

controlled or used during the next financial year. 
 
Initial Determination of Useful Lifespan 
 
The Chief Financial Officer must determine the economic useful life (EUL) of a specific asset 

or class of assets through the development of a strategic asset management plan. The 

determination of the economic useful life should be included as part of any pre-purchase 

planning that will consider, among other things, the following factors: 
 

• The program that optimizes the long-term costs of owning the asset; 

• Economic redundancies because they are too expensive to maintain; 

• Functional redundancies because they no longer meet the municipality's needs; 

• Technical redundancies; 

• Social redundancies due to changing demographics; and 

• Legal redundancies due to statutory provisions. 
 
A schedule of useful lives is attached as Appendix A. It can only serve as a guideline, because 

real useful lives may differ drastically from these recommended useful lives. 
 
In the case where an item of PPE or Intangible Asset is not listed in the appendix, the relevant 

Head of Department in consultation with Chief Financial Officer must determine the useful life 

of the asset. They will be guided in determining the useful life by the pattern by which the item's 

economic benefits or service potential will be consumed. 
 
Parts specifically purchased for an asset or class of assets during the initial purchase of the asset, 

and which will become redundant if an asset or class of assets retire, or the asset or class of 

assets' use is discontinued, must be considered to form part of the historical cost of that asset or 

class of assets. The depreciable amount of the parts will be written off over the same lifespan 

as the asset or class of assets. 
 
Review of Useful Lives and Residual value 
 
Only the Chief Financial Officer in consultation with the relevant Manager may determine or 

adjust the useful life or residual value of an asset. 
 
The Chief Financial Officer will adjust the useful life or residual value of any asset if it becomes 

known that the asset had a substantial impairment, was not properly maintained, to such an 

extent that the expected lifespan of the asset will not be achieved, or any other incident that has 

occurred that has a material impact on the pattern by which the asset's economic benefits or 

service delivery potential is consumed. 
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If the value of any item of PPE or an intangible asset is reduced to such an extent that it has no 

or an insignificant useful operating life, the item will be fully depreciated or scrapped in the 

financial year in which the impairment occurred. 
 

In accordance with, if any item of PPE has been lost, stolen or damaged to such an extent that 

it cannot be repaired, the item(s) will be fully depreciated in the financial year in which the 

event occurred.  If the item physically no longer exists, it will be written off in the asset register. 
 
In all the above cases, the additional depreciation expenses will be debited against the 

department account that controls or uses the item of PPE or intangible assets. 
 
Additional depreciation that was not budgeted for, due to unforeseen or unavoidable expenses, 

must be provided in an amended budget.  If such circumstances arise near the end of the 

financial year and there is no time for Council to consider the amendments before the end of 

the financial year, a Mayor may approve the amendments in terms of Section 29 of the MFMA, 

with the proviso that any other provisions of the MFMA be complied with. 

 
Revision of the Depreciation Method 
 
The depreciation method appropriate for each class of assets must be reviewed annually and if 

there is a material change in the expected pattern of economic benefits or service delivery 

potential of those assets, the method must be adjusted to reflect that change. 
 
When such change in depreciation method is necessary, the change must be treated as a change 

in accounting estimate and the depreciation expenditure of current and future periods must be 

adjusted. 
 
Subsequent Expenses 
 
Subsequent expenditure relating to an asset that has already been capitalised should only be 

added to the carrying amount of the asset when it is likely that future economic benefits or 

potential service delivery, above the originally assessed standard of performance of the existing 

asset, will flow to the Municipality.  
 
All other expenses will be treated as an expense in the period in which it occurred. 
 
Before approving the capitalisation of subsequent expenses, the Chief Financial Officer must 

be satisfied that the expense is a material: 
 

• Increase in the lifespan of the asset will result above what is indicated in the Asset 

Register;or 

• Increase in the quality of service rendered above the current level of service delivery;or 

• Increase in the amount of services the asset can provide; Or 

• Decrease in the future expected maintenance costs of the asset. 
 
Expenses considered for capitalisation must also meet the recognition criteria of assets and must 

be appropriately included in the capital budget. 
 
Impairment losses 
 
The carrying amount of an asset or group of identical items of Property, Plant and Equipment, 

Investment Properties and Intangible Assets must be periodically reviewed in order to 

determine whether the recoverable amount has not fallen to an amount that is lower than the 

carrying amount. 
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The recoverable amount is the amount the municipality expects to recover from the future use 

of the asset including its residual value with disposal. When such a drop has occurred, the 

carrying amount should be reduced to the recoverable amount. The amount of this impairment 

will be immediately recognised as an expense in the Statement of Financial Performance. If this 

is a reversal of a previous revaluation, the revaluation reserve will be reduced. 
 
The recoverable amount of individual assets or groups of identical assets is calculated 

separately and the carrying amount is reduced to the recoverable amount of the individual asset 

or group of identical assets, base. However, circumstances may exist where it is not possible to 

consider the recoverable amount of an asset on this basis, for example where all the plant and 

equipment in a sewage treatment plant are used for the same purpose. Under such 

circumstances, the carrying amount of each of the related assets will be proportionally reduced 

in relation to the drop in recoverable amount of the smallest grouping of assets for which it is 

possible to make a consideration of the recoverable amount. 
 
The following are indicators of a possible impairment of an asset: 
 

• The asset is damaged; 

• The asset is technologically outdated and no longer usable; 

• The asset was not in use for long periods of time before or during the period within which it 

was commissioned; and 

• Land purchased at market value but will be used for subsidised housing projects and where 

the subsidy is less than the purchase price. 
 

The following steps will need to be carried out regularly during the year in order to acknowledge 

impairment losses: 
 

• The departments will identify assets and notify the Chief Financial Officer and Asset 

Control Division which: 
 

o Has been damaged; 
o Became technologically outdated; 
o For long periods of time not in use before the asset was commissioned or during 

its lifetime; 
o Subject to impairment losses because the subsidy to be received in exchange for 

assets is less than the carrying amount of the assets. An example of this is land 

purchased at market value and which will be used for subsidised housing 

developments. 
 

• The recoverable amount of these assets must be determined by determining the net sale 

price per asset as defined above. 

• The impairment loss per asset is the difference between the net sale price and the carrying 

value of the asset. 
 
Subsequent Increase in the Recoverable Amount 
 
A subsequent increase in the recoverable amount of an asset, previously subject to an 

impairment loss due to a decrease in the carrying amount, will be written back if the 

circumstances that caused the loss have ceased to exist and are expected to remain so in the 

near future. 
 
The amount written back should be reduced by the amount that would have been recognised as 

depreciation if the impairment loss had not occurred.  
 
Accounting treatment of Disposals 
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An asset should be removed from the Asset Register on disposals or when the asset is 

permanently withdrawn from use and no further economic benefits or potential service delivery 

is expected due to its existence. 
 
Profits and losses arising from the retirement or sale of an asset will be calculated as the 

difference between the actual or expected sales return and the carrying value of the asset and 

will be recognised as an income or expense in the statement of Financial Statements. 
 
Reinstatement, Maintenance and Other Expenses  
 
Only expenses incurred for the improvement of an asset (in the form of improved or increased 

services, or benefits flowing from the use of such asset) or a material extension of the useful 

lifetime of an asset will be capitalised.  
 
Expenses incurred for the maintenance or reinstatement of an asset will be recognised as 

operating expenses incurred to ensure that the asset's useful lifetime is sustained and therefore 

will not be capitalised, regardless of the nature of the expenses. 
 
Expenses reasonably attributable to the asset may be capitalized as part of the cost of that asset. 

Such expenses may include the following, but are not limited to: import taxes, term contract 

costs, transportation costs, installation costs, erection costs and communication costs. 
 
The following table can be used to distinguish capital expenditure from maintenance expenses: 
 

CAPITAL EXPENSES MAINTENANCE 

• Buying a new asset • Restoration of an asset so that it can 

continue to be used for its intended 

use. 
 

• Replacement of an existing asset • Maintenance of an asset so that it can 

be used for the initial intended 

period. 

• Improving an existing asset so that 

its use is expanded. 

 

• Further development of existing 

assets so that its initial useful 

lifetime is extended. 
 

 

 
Finance Lease and Operating Lease 
 
Finance leases are leases, which in effect transfers all risks and rewards associated with 

ownership of the asset from the lessor to the lessee. Assets held under leases will be capitalised 

by the Municipality and incorporated into the Asset Register. The asset will be capitalized at its 

rental value at the beginning of the lease, which will be the price as indicated in the lease 

agreement, or at a price calculated after taking into account a reasonable interest on the rental 

payments over the period of the lease. Depreciation is written off on the asset over its expected 

usable lifetime. 
 
Operating leases are leases that do not fall within the definition of finance leases. Lease 

payments are recognised as they become payable. Assets held under operating leases will not 

be recognised in the Asset Register. 
 
Investment Properties 
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Investment property will be dealt with in terms of GRAP 16 and will be classified separately in 

the Statement of Financial Position.  

 
Investment properties consist of land or buildings (or portions of buildings) or both held by the 

Municipality, as owner or as landlord under a leasehold, to receive rental income or for capital 

growth or for both. 
 
Investment properties will be incorporated into a separate portion of the Asset Register, similar 

to other assets. 
 
Depreciation will be written off annually on investment properties over their remaining useful 

life. 

 
Assets Held as Inventory 

 
Any land or buildings owned or purchased by the Municipality, with the intention of selling 

such property in the normal course of business or developing such property with the intention 

of selling in the normal course of business, will be disclosed as inventory. Such property will 

not be included as property, plant, equipment or investment property in the Municipality's 

Statement of Financial Position.  
 
The inventory must be recorded in a separate list and be treated  the same way as other fixed 

assets but a separate division in the asset register must be maintained for this purpose. 
 
Heritage Assets 
 
Heritage assets will be dealt with in terms of GRAP 103 and will be classified separately in the 

Statement of Financial Position.  
 
Heritage assets will be incorporated into a separate portion of the Asset Register, similar to 

other assets. 
 
If no original cost or fair value is available to one or more heritage assets, the Chief Financial 

Officer, if it is believed that determining the fair value of the assets under review will be an 

excessive or expensive undertaking, recognise that asset or assets in the asset register without 

an indication of the cost price or fair value. 
 
For the purposes of the State of Financial Position, the existence of such heritage assets, relevant 

and useful information will be disclosed using a disclosure note.  

(GRAP 103.17) (GRAP 103.09) 
 
Other Write-offs from Assets 
 
An asset item, even if it is fully depreciated, will only be written off when it can no longer be 

used, on the recommendation of the Head of Department who controls or uses the item in 

question. The Chief Financial Officer must also approve the write off. 
 
Each Head of Department will report to the Chief Financial Officer on/before 31 October of 

each financial year on any asset item that that Head of Department wants written off, with full 

reasons for such recommendation. The Chief Financial Officer will consolidate all such reports 

and will briefly notify the Municipal Manager about the assets to be written off.  
 
The only reasons for the write-off of assets other than through disposal will include loss, theft, 

destruction and permanent impairments of the items involved.  
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If an asset item is to be written off as a result of an event outside the control of the Municipality, 

such as malicious damage, theft or destruction, the Municipal Manager must determine whether 

a third party or an employee was involved in the loss and take all reasonable steps to recover 

such loss, including reporting the incident to the South African Police Service,  the Auditor-

General and insurance, as well as, to take disciplinary action against such employee who may 

have been involved in such incident.  
 
In each case where a not fully depreciated asset item is written off, the Chief Financial Officer 

shall immediately debit such departmental account with the full carrying amount of the item 

concerned as additional depreciation expenses.  

 

 
15. MAINTENANCE 

 
Maintenance plans  

 
Each Head of Department will ensure that a maintenance plan with regard to each new asset 

with an asset value and/or category, as determined from time to time by the Municipal Manager, 

is prepared and submitted to the Municipal Manager on time. 
 
If recommended by the Municipal Manager, the maintenance plan will be submitted to Council 

before any approval may be given for the acquisition or construction of the infrastructure asset 

involved.  
 

The Head of Department that controls or uses the relevant infrastructure asset must report 

annually to Council, not later than July or the earliest Council meeting thereafter, to the extent 

that the relevant maintenance plan has been complied with and the likely effect that any non-

compliance may have on the useful operating life of the asset concerned.  
 
General Maintenance of Assets 
 
Each Head of Department will be directly responsible for ensuring that all assets are properly 

maintained and in such a manner that will ensure that such an asset reaches its useful life.  
 
 

16. SHORT TITLE 

This policy will be called the Asset Management Policy of the Bergrivier Municipality. 

 

 

17.     CONSEQUENSE MANAGEMENT – SECTION 175 OF THE MFMA 

 
The code of ethical standard shall apply to all officials and other role players in the asset 

management system of the municipality in order to promote - 

(a)       mutual trust and respect; and 

(b)       an environment where business can be conducted with integrity and in a 

fair and reasonable manner. 

(2)       A breach of the aforesaid code of ethics must be dealt with as follows 

- 

(a) in the case of an employee, in terms of the disciplinary procedures of 

the municipality envisaged in section 67(1 )(h) of the Municipal Systems 

Act; 

(b)       in the case a role player who is not an employee, through other 

appropriate means with due regard to the severity of the breach; 

(c) in all cases, financial misconduct must be dealt with in terms of chapter 15 

of the Act. 



Asset Management Policy 2025/2026    
 
 

23 

 

 

 



 
 
APPENDIX A 

 
SCHEDULE OF EXPECTED USABLE LIFETIME OF ASSETS 

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 

  
ASSET 

LIFETIME 
  

ASSET 

LIFETIME 

Infrastructure Assets   Community Assets (continued)   

Roads, Sidewalks, Bridges, Highways, Paving, 

Curbs and Stormwater 
5-50 Museums and Galleries 20-50 

Electricity Network 5-50 Other 3-30 

Water Network 3-100 Work-in-process N/A 

Sewer Network 5-100     

Solid Waste 3-50     

Other 3-50 Other Assets   

Work-in-process N/A Motor vehicles 2-10 

  Specialized Vehicles 2-30 

    Plantation and Equipment 2-30 

Community Assets   Furniture and Office Equipment 5-30 

Parks and Public Amenities 20-30 Buildings 5-100 

Sports Fields and Stages 5-50 Diverse 3-15 

Community Hall 20-30 Leases 2-10 

Libraries 20-50 Work-in-process N/A 

Recreation Facilities 20-50     

Clinics 20-50     



 
 
 

APPROVAL 

Updated and approved in terms of Council Decision ___________ dated _______ 

which it states, "That the Accounting And Asset Management Policies be delegated to 

adjust the Accounting and Asset Management policies in terms of the requirements of 

the GRAP views, legislative requirements or requirements set by the Auditor-General, 

whenever necessary and that such changes are included in the next report on reviewing 

budget-related policies."   

 

Approved Date: 28 March 2025.    

 

 

______________________________________________________   

Municipal Manager (Accounting Officer) 
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