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Part A:  
General Information
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1. Public Entity’s General Information

REGISTERED NAME: Saldanha Bay IDZ Licencing Company (SOC) Ltd

REGISTRATION NUMBER: 2012 / 035625 / 30

PHYSICAL ADDRESS: 24 Main Road

 Saldanha Bay

 7395

POSTAL ADDRESS:  PO Box 304

 Cape Town

 8000

TELEPHONE NUMBER:  +27 22 714 0206

EMAIL ADDRESS:  info@sbidz.co.za

WEBSITE ADDRESS:  www.sbidz.co.za

EXTERNAL AUDITORS:  Auditor-General of South Africa

BANKERS: Nedbank
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2. List of Abbreviations/Acronyms
AGSA Auditor-General of South Africa

MEC Member of Executive Council

WCDM West Coast District Municipality

PFMA Public Finance Management Act

PT Provincial Treasury

MTEF Medium Term Expenditure Framework

SARS South African Revenue Services

SCM Supply Chain Management

SBIDZ Saldanha Bay IDZ Licencing Company (SOC) Ltd

DTI Department of Trade and Industry

DEDAT Department of Economic Development and Tourism

DEADP Department of Environmental Affairs and Development Planning

SEZ Special Economic Zone

IDZ Industrial Development Zone

CCA Customs Control Area

EIA Environmental Impact Assessment

EIR Environmental Impact Report

SBM Saldanha Bay Municipality

WWTW Waste Water Treatment Works

TNPA Transnet National Ports Authority

TPT Transnet Ports Terminal

SAOGA South African Oil and Gas Alliance

TCP Transnet Capital Projects

MOU Memorandum of Understanding

IDC Industrial Development Corporation

EIA Environmental Impact Assessment

SOC State Owned Company

NDA Non-Disclosure Agreement

KPI Key Performance Indicator

RoFR Right of First Refusal
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3. Foreword by the Chairperson

On behalf of the Board, it gives me 
great pleasure to submit this first 
Chairperson’s report on the Saldanha 
Bay Licencing Company’s (LiCo) 
journey towards creating an enabling 
environment to promote sustainable 
economic growth and job creation 
through the development of the 
Saldanha Bay Industrial Development 
Zone (SBIDZ).

The Saldanha Bay IDZ is a challenging but strategic 
endeavour of government as a whole, who through 
the lens of Operation Phakisa and Provincially via the 
Khulisa initiative have recognised the substantive 
long-term possibilities of the Saldanha Port 
industrialisation and associated IDZ. All analyses 
point to a long run of positive contribution to the 
provincial and national economic landscape and 
potentially also to the West Coast of Africa. 

It is trusted that this will therefore be the first 
of a long line of annual reporting on our growth 
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and successes. It also marks a milestone in the 
fulfilment of several years of significant ‘behind 
the scenes’ strategic discussion, collaboration 
and implementation at national, provincial and 
local government levels, in order to actualise 
the SBIDZ’s vision, through the vehicle of the 
Saldanha Bay LiCo.

Over the short-term, within the strategic 
government framework of the National Growth 
Plan and National Development Plan, the LiCo 
is in the process of establishing an Oil and Gas, 
and Marine Repair & Fabrication industry hub 
within the SBIDZ, including the establishment 
of a free zone in the Port of Saldanha Bay. In 
the long-term, this will result in a world-class 
hub, contributing to industry, trade, innovation, 
research and technology, and locally, provincially 
and nationally to economic growth and job 
creation.

In order to achieve our mandate, our strategic 
relationships and partnerships with amongst 
others, the Department of Trade & Industry, 
Western Cape Department of Economic 
Development and Tourism, Transnet National 
Ports Authority, Industrial Development 
Corporation, Wesgro, Saldanha Bay Municipality 
and the Saldanha Bay community are key to 
our success, as is our current involvement in 
Operation Phakisa, a further enabling mechanism 
to the successful establishment of a marine 
industry cluster.

Some of the key challenges that we are faced 
with are the ready availability of local skills, 
enterprises and infrastructure within the 
West Coast to support the requirements of 
a world-class industry hub. These challenges 
are compounded within the SBIDZ initiative, 
especially given the specific and scarce nature 
of skills required in the Oil and Gas and Marine 
Repair & Fabrication industries, as well as the 
infrastructure requirements to support the 
proposed levels of industrial development in the 
West Coast region.

Given these constraints, our partnership with the 
Saldanha Bay Municipality on local infrastructure 
development linked to the SBIDZ, as well as our 
support of the Transnet National Port of Saldanha 
Bay Dedicated Infrastructure Projects are crucial 

in supporting our objectives. In addition, we 
are working closely with the local business 
community through the IDZ Business Forum to 
establish effective and sustainable initiatives for 
local skills and enterprise development, which will 
support the direct and indirect requirements of 
the Oil and Gas and Marine Repair & Fabrication 
industries.

It is these broader strategic initiatives, together 
with our investor attraction initiatives and our 
current infrastructure development within the 
SBIDZ designated area, that are driving us to 
the successful establishment of an industry 
cluster in line with our IDZ designation and its 
requirements.

Our sincere gratitude goes to all our local, 
provincial and national partners for their 
continued operational support of the LiCo and 
the SBIDZ initiative allowing it to grow from 
strength to strength. In addition, our appreciation 
also goes to the Saldanha Bay community for 
their support of our journey towards promoting 
sustainable economic growth and job creation in 
the West Coast region and South Africa. 

Finally, thank you to my predecessor, Mr Nils 
Flaatten, for so ably setting the pace and to 
the LiCo team, professionally led by Mr Doug 
Southgate for their passionate commitment to 
the realisation of our long-term vision. 

Dr Johan Stegmann 
Date: 31 July 2015
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4. Chief Executive Officer’s Overview

The SBIDZ, in line with the IDZ Regulations is operated by the SBIDZ Licencing 
Company (LiCo) as designated in the Government Gazette No. 36988 of 2013, 
and is jointly funded and supported by the National Department of Trade and 
Industry and the Western Cape Provincial Department of Economic Development 
and Tourism.
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The Saldanha Bay IDZ Licencing Company (LiCo) 
was formally awarded the Operator’s Licence on 
31 October 2013 for the establishment of an IDZ 
in Saldanha Bay specifically focused on Oil & Gas 
and Marine Repair and Fabrication. This marked 
the formal beginning of implementing a 30 year 
strategic initiative to utilise the existing Industrial 
Development Zone enabling legislation to create 
an enabling environment to promote sustainable 
economic growth and job creation.

Having achieved formal designation in 2013, 
the 2014/15 financial year commenced with 
implementing the first phase in the medium-term 
infrastructure development plan for the Zone, 
funded through the SEZ fund of the Department 
of Trade and Industry. 

During the 2014/15 financial year, focus 
was given to committing our infrastructure 
budget for the initial development phases of 
bulk services and upgrading of relevant local 
infrastructure, in partnership with the Saldanha 
Bay Municipality, a trend that will continue over 
the next 3-4 year period, where each phase of 
our infrastructure development plan will be 
rolled out systematically. 

It is anticipated in the medium-term that the 
SBIDZ LiCo will continue to be funded via our 
funding partners for the development of key 
infrastructure and to cover our operational 
expenditure. In time, we will gradually supplement 
our funding with self-sustainable income, once 
our formal investor tenants are in place.

Whilst infrastructure development is a large  
funded component of the SBIDZ, we undertake 
many other strategic initiatives and activities 
in order to support the broader economic 
development and job creation mandate of the 
Zone, including activities such as strategic 
stakeholder and community engagements, 
investor attractions and engagements, 
commercial negotiations and services and 
development of an ease of doing business 
model within the SBIDZ. Specifically we are in 
the process of formalising our key partnerships 
with TNPA, IDC and SBM, which will forge the 
foundation for our long-term success and 
achievement of the SBIDZ mandate.

These activities, together with our internal 
operational support services were funded 
through the Western Cape’s Department of 

We anticipate 
continuing to partner 
with relevant parties 
on skills and enterprise 
development initiatives 
for the medium-term, in 
order to develop a solid 
skills base in support 
of the IDZ focused 
industries.
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Economic Development and Tourism (DEDAT). 
This budget was allocated to the operational 
and staff costs in 2014/15 financial year, which is 
in line with our approved business plan. 

Given the SBIDZ LiCo’s strong focus on broader 
economic development and job creation, one 
of the capacity constraints facing our entity is 
adequate local skills and business resources to 
support the SBIDZ investor industry requirements 
in the medium-term. 

Given the technical nature of the Oil and Gas 
and Marine Repair and Fabrication industries, 
we need to facilitate local and provincial skills 
development to support the industry hub supply 
chain as investors commence locating within the 
Zone. 

We are currently partnering with the local  
Business Forum and community, via a ward 
based Skills Forum to set up mechanisms 
and approaches to identifying and upskilling 
both individual and local businesses to meet 
the direct and indirect workforce and supply 
chain requirements we expect on behalf of our 
investors.

One area of our business where we have focused 
our efforts to boost the local economy and local 
content, has been in our approach to supply 
chain management within our Entity. Not only 
are we focused on vigilantly complying with the 
Public Finance Management Act in all our supply 
chain activities, but strategically, we are focused 
on prioritising local content and suppliers, in line 
with our mandate.

The Saldanha Bay IDZ Supply Chain Management 
(SCM) Strategy is developed in accordance with 
the Western Cape Provincial Treasury Instructions 
Chapter 16A and 16B Supply Chain Management: 
Goods & Services.

Given our focus on the initial SBIDZ infrastructure 
development, the construction category 
accounts for more than 80% of SBIDZ spend 
in the 2014/15 financial year, and this trend will 
continue in the medium-term.

Given that the SBIDZ LiCo commenced operating 
independently from Wesgro in the 2014/15 
financial year, our biggest financial challenge 
has been the setting up of robust financial and 
operational systems to support our entity’s 
compliance requirements. 

We have focused on developing a strong 
governance approach, including our delegations 
of authorities, key policies and procedures 
and the appointment of KPMG as our internal 
auditors. Our approach to risk management has 
been designed and implemented, as has our 
fraud management approach.

The 2014/15 financial year has seen many 
milestones reached for the SBIDZ LiCo, and our 
sincere gratitude and appreciation is extended to 
all partners, stakeholders and invested parties.

Specifically, we wish to acknowledge the support 
of Minister Rob Davies, in the Department of 
Trade & Industry, and the Provincial Minister of 
Economic Opportunities, Minister Alan Winde. 

We also acknowledge the support of our 
local partners, the Port of Saldanha, Industrial 
Development Corporation, the Saldanha 
Bay Municipality and the local Saldanha Bay 
community.

We look forward to a continued working 
relationship with you all and to fulfilling the 
mandate of promoting sustainable economic 
growth and job creation together.

Lastly, I would personally extend my appreciation 
and gratitude to all staff members of the LiCo. 
Each of you fulfil a crucial role within the team 
and bring a set of unique skills and talents to 
the table, and I look forward to our continued 
growth and achievement in the years ahead.

 
 
Doug Southgate 
Chief Executive Officer (Acting) 
Date: 31 July 2015
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5. Statement of Responsibility and Confirmation  
 of Accuracy for the Annual Report

All information and amounts disclosed in the annual report is consistent 
with the annual financial statements audited by the Auditor-General.

The annual report is complete, accurate and is free from any omissions.

The annual report has been prepared in accordance with the guidelines on the annual 
report as issued by National Treasury.

The Annual Financial Statements (Part E) have been prepared in accordance with the 
GRAP standards applicable to the public entity.

The accounting authority is responsible for the preparation of the annual financial 
statements and for the judgements made in this information.

The accounting authority is responsible for establishing, and implementing a system 
of internal control which has been designed to provide reasonable assurance as to the 
integrity and reliability of the performance information, the human resources information 
and the annual financial statements.

The external auditors are engaged to express an independent opinion on the annual 
financial statements.

In our opinion, the annual report fairly reflects the operations, the performance 
information, the human resources information and the financial affairs of the public 
entity for the financial year ended 31 March 2015.

Yours faithfully 

 

 

Chief Executive Officer (Acting) 
Doug Southgate 

Chairperson of the Board 
Dr Johan Stegmann 

 



14 SALDANHA BAY IDZ LICENCING COMPANY (SOC) LTD  ANNUAL REPORT 2014/15

6. Strategic Overview

6.1. Vision

To utilise the existing Industrial Development Zone enabling legislation 
to act as a catalyst to create and sustain economic development and 
facilitate job creation by way of industrial investment and efficient 
development in the Saldanha Bay Region.

6.2. Mission

To make use of the enabling legislation to attract foreign and 
domestic investment, initially through four key levers that support the 
development of the Oil and Gas, and Marine Repair and Fabrication 
cluster:

•	 Ease	of	doing	business

•	 Develop	a	competitive	environment

•	 Infrastructure	support

•	 Freezone,	customs	efficiency	and	reduce	administrative	
processes

The SBIDZ distinguishes itself through two key factors which include 
the initial sector-specific focus i.e. the Oil and Gas and Marine Repair 
and Fabrication cluster; and the demarcation of a free zone which 
includes a portion of the Port of Saldanha Bay.

6.3. Values

The SBIDZ will implement its mandate with a focus on the following 
values:

Customer Focus – delivering a value add service to external and 
internal customers

Going the Extra Mile – showing initiative and helping others to drive 
excellent delivery

Accountability – taking full accountability for all responsibilities and 
outputs

Sound Decision Making and Judgement – making the right decision 
in line with positive longer term impact and outcomes

Self-Development – focusing on curiosity and learning, always 
bettering ourselves in everything we do
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7. Legislative and Other Mandates
Basic Conditions of Employment Act, 1997 (Act 75 of 1997)

Companies Act, 2008 (Act 71 of 2008)

Employment Equity Act, 1998 (Act 55 of 1998)

Labour Relations Act, 1995 (Act 66 of 1995)

Occupational Health and Safety Act, 1993 (Act 85 of 1993)

Preferential Procurement Policy Framework Act, 2000 (Act 5 of 2000)

Promotion of Access to Information Act, 2000 (Act 2 of 2000)

Promotion of Administrative Justice Act, 2000 (Act 3 of 2000)

The Constitution of South Africa

Public Finance Management Act, 1999 (Act 1 of 1999) (PFMA)

SEZ Act No.16 of 2014 (Act 16 of 2014)

Skills Development Act, 1998 (Act 97 of 1998)

Skills Development Levy Act, 1999 (Act 9 of 1999)

National Treasury Regulations, 2005 

Provincial Treasury Instructions, 2012

National Environmental Management Act, 1998 (Act 107 of 1998)

Ports Act No.12 of 2005
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8. Organisational Structure

Operation Management

Doug Southgate        Camillah Hendricks

Administration

Herman Boneschans Janine Guest    Erich Laubscher Dale Paulse

Carol Bagarette  Thembakazi Kobese  Shahied Samuels Stephanie Voss

Cleopatra Labakane

Business Development

  Laura Peinke  Nokuthula Manentsa
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Stakeholder Management

Kaashifah Beukes Marushka Naidoo Senzwa Gum Patrick Lakabane

Lelanie Abrahams Dillon Davids

Commercial Management

Moeketsi Marumo        Abigail Murray

Ease of Doing Business

Benedicta Mahlangu

Infrastructure Development

Johannes Marais Menno Gazendam Khuliso Tsivule Eliseo Da Conceicao Haneshree Naidoo
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Dr Johan Stegmann
Acquired a Bachelor’s degree in Medicine 
and Surgery (MB.ChB) from the University 
of Pretoria in 1969; and in 1999 and 2001 
respectively, a Postgraduate Diploma in 
Economic Principles, followed by a MSc 
in Economics, both at SOAS, University of 
London.

Work-wise after 1969, a number of years 
were spent practicing the art and science 
of medicine in Gauteng and Namibia 
respectively.

In the late seventies a shift into full-time 
health administration and management 
followed, initially in Namibia and then in 
the old Cape Province, as resource and 
financial Health management became 
more compelling. This morphed into 
being appointed as the Deputy to then 
Provincial Secretary and in 1994 as the 
Provincial driver for the phasing-in of first-
ever democratic Constitution. This led 
to the entrustment of the Western Cape 
Provincial Treasury function up to the 
end of December 2014. Post this date, he 
has been made responsible for strategic 
coordination in the Office of the Director-
General of the Western Cape Government, 
as well as appointed as the Chairperson 
of the Board of the Saldanha Bay IDZ 
Licencing Company (SOC) Ltd.

Lizo Ntloko
The current Regional Manager of the 
Industrial Development Corporation (IDC) 
responsible for the Western Cape, including 
the West Coast and the Southern Cape.

His academic achievements include a 
BComm degree, and a Postgraduate 
Diploma in Marketing Management from 
Unisa. Previous business experience 
emanates from strong financial and 
marketing background. Prior to joining the 
IDC, he was the Business Development & 
Operations Manager at Eskom Finance 
Corporation. Other previous positions held 
were, as the Head of Marketing at Protea 
Life Assurance, and Home Loans Manager 
at NedPerm Bank.

He is a member of the Institute of Directors 
(IoD), previously served on the Boards of 
WESGRO; MEDIRO Industrial Holdings, 
an empowerment company with previous 
interests in companies: Global Roofing 
Solutions, Kulungile Metals, Dynamic Fluid 
Control, and Midas Group. He currently 
serves on the Boards of Sheraton Textile 
Holdings, the South African Savings 
Institute (SASI), CapX Finance, Capital 
Harvest Emerging Farmers Fund (CHEFF) 
and is one of the trustees of the Desmond 
Tutu Peace Trust. Lizo also serves in 
the Steering Committee of the newly 
established Design Innovation Seed Fund 
administered by the Cape Craft Design 
Institute.
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Kayalethu Ngqaka
With over 11 years of Executive Management 
positions in the public service, he has managed 
multi-billion Rand Industrial Development 
Zone (IDZ) projects in various sectors, 
including oil and gas, automotive, metals and 
metals fabrication, to name a few. 

His duties have included project appraisal 
and evaluation for all Special Economic Zones 
(SEZs) project funding applications, the 
development of an SEZ Funding Model for the 
new SEZ programme in South Africa, budget 
management, the business development and 
technical support to investors locating in the 
SEZs and elsewhere as well as development 
of the SEZ Policy, Legislation and Strategy.

Mr Kaya Ngqaka is the current Chief Director: 
Infrastructure Investment Support at the 
national Department of Trade and Industry 
in South Africa. Other positions he has held 
include Chief Director: Economic Analysis, 
Department of Transport; Director at National 
Treasury and Lecturer roles in Economics at 
the University of Pretoria and University of 
Transkei (currently known as Walter Sisulu 
University).

Mr Ngqaka holds a Master of Commerce 
(Economics) from the University of KwaZulu-
Natal in Pietermaritzburg, South Africa. His 
Thesis was titled‘’ Tourism as an instrument 
of economic development: A special focus on 
the Eastern Cape’’. He also studied Economics 
at Vrije Universiteit Amsterdam.

Mr Ngqaka’s publications include the 
following:
Ngqaka, K.H. (2001) Economic Basics of 
Tourism. South African Journal of Economic 
and Management Sciences 4(2): 306 - 315.

Economic growth and development  
constraints in South Africa, Focus on key 
economic issues, no. 51, South African Journal 
of Economic and Management Sciences, 
2001.

A University of Pretoria journal article written 
on behalf of Absa Bank, November 2001.

Gerrit de Bruyn
During the country’s transitional period in 
1995, Gerrit worked as an IDP Manager at 
the Saldanha Bay Municipality. In 2006 he 

obtained a Human Resource Management 
Diploma through the Damelin Group. In 
2007 and 2014 he successfully completed a 
Community Adult Education Program at Cape 
Town University and an Executive Leadership 
Development Programme at the University of 
the Western Cape respectively.

Gerrit has 20 year’s work experience in Trade 
Unions. He serves as a Trustee on different 
Worker Trusts. He acts as an Executive 
Director on the Board of private companies 
and serves as a Chairperson and/or Secretary 
on many NGO’s and Sporting bodies.

Gerrit’s community involvement includes 
being the Chairperson of the Saldanha Bay 
rugby club, Saldanha Bay Advice office and 
the school’s governing body.
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Frank Pronk
Frank completed two years military training 
for his country. He obtained a teaching 
diploma in Stellenbosch and taught at the 
West Coast Special School in Saldanha for 
ten years.

He currently services on several boards 
namely; Being the Co-Chairperson of the 
West Coast Business Development Forum; 
A Director for the West Coast Business 
Development Centre; he is also a member 
of the Management Committees of the 
WeskusSakekamer/Buiness Chamber and 
the Association for People with Disabilities 
(APD)

He is currently the Councillor for Strategic 
Planning of Ward 5 in Saldanha since 
2011and the Portfolio Chairperson of 
Strategic Planning and Risk Management.

Frank is also the owner of Frank’s Hardware 
in Saldanha and is actively involved with 
the Saldanha Bay community. 

The 2014/15 financial 
year has seen many 
milestones reached for 
the SBIDZ LiCo, and 
our sincere gratitude 
and appreciation 
is extended to all 
partners, stakeholders 
and invested parties.
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Ben Kodisang
Is one of the most prominent and respected 
personalities in the South African financial 
services industry. He is the Managing 
Directors, Asset Management at STANLIB. 
Before joining the investment company, 
Ben spent a decade as a senior executive 
with Old Mutual in the Employee Benefits 
and Property divisions, and then as Head 
of distribution, marketing and strategy for 
the Old Mutual Investment Group.

Other positions that he has held in his 
financial career include serving as chief 
investment officer of the Growth team at 
African harvest Fund Managers, and being 
a founder member and Head of investments 
at Prodigy Asset Management.

Ben is also a director of Sphere Holdings 
and past president of the South African 
Property Owners Association.

Nils Flaatten
Nils Flaatten completed his high schooling 
at Paul Roos Gymnasium, in Stellenbosch. 
He then spent a year as a Rotary Exchange 
Student in Spooner Wisconsin (USA) 
where he attended Spooner High School. 
He served in the South African Navy as a 
Combat Officer. He obtained a Bachelors 
of Art degree from the Stellenbosch 
University.

After university he worked in London 
for Dresdner RCM Global Investors and 
then Barclays Global Investors in Jersey 
(Channel Islands).

Nils then moved to Hong Kong where he 
worked for Citigroup as the Asia-Pacific 
Regional Marketing Manager in the bank’s 
Global Corporate and Investment Bank 
division. While in Hong Kong he also served 
as the Chairperson of the South African 
Business Forum.

He then returned to London where he 
worked for the Capital Markets Company 
(Capco) as a management consultant. 
Here his assignments included work on 
European stock exchanges, the acquisition 
of an outsourced trade service company, 
financial services outsourcing and capital 
market process management.

In South Africa where he served as advisor 
to the provincial Minister for Development, 
Economics and Planning and Managing 
Director of the African Carbon Trust. He is 
the ex CEO for Wesgro - the official Tourism, 
Trade & Investment Promotion Agency for 
Cape Town and the Western Cape. 
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Part B:  
Performance Information
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1. Auditor’s Report: Predetermined Objectives
The Auditor-General of South Africa (AGSA) currently performs the necessary audit 
procedures on the performance information to provide reasonable assurance in the form 
of an audit conclusion. Since no separate annual performance plan for SBIDZ existed 
for 2014/15, the auditing and reporting on it by the AGSA was done at Wesgro as it 
formed part if it’s APP for 2014/15. The audit conclusion on the performance against 
predetermined objectives is included in the report to management of Wesgro, with 
material findings being reported under the predetermined objectives heading in their 
Report on other legal and regulatory requirements section of the auditor’s report.

2. Situational Analysis
2.1. Service Delivery Environment

Since 1 April 2014, the Saldanha Bay IDZ Licencing Company (SOC) Ltd started 
operating as an independent entity, receiving grants from both National and Provincial 
Governments. Since then, all governance structures have been implemented including 
all key positions being filled.

The Business Development Unit engaged with 26 investors during the year which are 
at various stages of progress. A possible ten potential new investors were engaged by 
signing four non-disclosure and six right-of-first refusal agreements.

The SBIDZ was invited to be part of the Phakisa Project where we provided invaluable 
input on the oil & gas and marine repair sector including skills development.

Various tenders were awarded for the infrastructure development of the industrial 
development Zone. Part of the tenders awarded has a corporate social investment 
component whereby the local businesses in Saldanha Bay has an opportunity to be 
part of the infrastructure development within the IDZ. 

The Skills Development Unit plays an active role within Saldanha Bay, ensuring the 
Saldanha Bay community are well informed of skills opportunities. This unit is also 
responsible for the upskilling of certain individuals which were enrolled in various skills 
development programmes. 

2.2. Organisational Environment

Saldanha Bay IDZ Risk Analysis

•	 The	signing	of	land	agreements.

•	 Skills	capacity	in	the	Saldanha	Bay	area.

2.3. Key Policy Developments and Legislative Changes
•	 The	Saldanha	Bay	IDZ	Licencing	Company	(SOC)	Ltd	is	functional	under	the	SEZ	

ACT no.16 of 2014.

2.4. Strategic Outcome Oriented Goals
•	 To	establish	an	industrial	development	zone	(IDZ)	at	Saldanha	Bay	as	a	catalyst	for	

economic activity and job creation.
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3. Performance Information
(Extract from the Wesgro performance report)

Programme 8: Saldanha Bay IDZ

Purpose
The purpose of the programme is to establish an 
Industrial Development Zone (IDZ) at Saldanha 
Bay as a catalyst for economic activity and job 
creation. 

Programme structure
This programme is divided into six sub-
programmes, namely:

Sub-programme: Administration
The sub-programme aims to set up the key 
governance structures and processes for the 
SBIDZ, in order for it to operate under the SEZ 
legislative framework.

The Administration unit comprises of Supply 
Chain, Human Resources, Governance, Information 
Technology and Finance.

Sub-programme: Business 
Development
The sub-programme focuses on targeting key 
investors in the areas of maintenance and repair, 
fabrication and supply and other services within 
the Oil & Gas and Marine Manufacturing & Repair 
clusters to fulfil the key strategy of the SBIDZ.

Business Development is responsible for 
overseeing the Business Enterprise Development 
function within the SBIDZ.

Sub-programme: Infrastructure 
Development
This programme focuses on developing the 
initial macro-infrastructure required to support 
potential investors in the SBIDZ.

Sub-programme: Stakeholder 
Management
This programme focuses on developing 
stakeholder and community relationships to 
facilitate the effective operations of the SBIDZ.

Stakeholder Management is responsible for 
overseeing the Marketing and Skills functions 
within the SBIDZ.

Ease of Doing Business
The sub-programme focuses on the servicing of 
investors within a global customer service context 
and is a critical component to the success of the 
SBIDZ in implementing an approach for the ‘ease 
of doing business’.

Commercial
The sub-programme focuses on the commercial 
aspects of the programme, and more specifically 
on the lease and sub-leasing of property and 
general management of the zone.

Strategic Objectives
The strategic objectives of the programme are 
as follows:

•	 Establishment	of	the	Saldanha	Bay	Industrial	
Development Zone.

•	 The	 initial	 focus	 on	 the	 establishment	 of	 a	
single cluster, i.e. an Oil & Gas and Marine 
Manufacturing &Repair clusters by attracting 
investors for maintenance and repair, 
fabrication, supply and other services.

•	 The	 provision	 ofa	 supportive	 infrastructure	
to the Oil & Gas and Marine Manufacturing 
&Repair clusters (eg. logistics, land availability, 
utilities etc.).

•	 The	 development	 of	 effective	 stakeholder	
relationships with the community, land 
owners, operators and regulators.

Situational Analysis
The Department of Trade and Industry, the 
Provincial Department of Economic Development 
and Tourism and the Saldanha Bay Municipality 
collectively aim to institute a sustainable niche 
industrial hub for the Oil &Gas,andMarine 
Manufacturing & Repair clusters in Saldanha 
Bay.
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The SBIDZ vision is “to create an enabling 
environment to provide sustainable economic 
growth and job creation”.

The SBIDZ mission is “to utilise the existing 
Industrial Development Zone, enabling legislation 
to act as a catalyst to create and sustain economic 
development and facilitate job creation by way of 
industrial investment and efficiency development 
in the Saldanha Bay Region”.

In achieving our purpose, we will be leasing 
land from the IDC and the TNPA, with a view to 
further supporting the vision of the IDC to “be the 
primary driving force of commercially sustainable 
industrial development and innovation to the 
benefit of the local community, the Province, 
South Africa and the rest of Africa”. 

In order to create sustainable economic 
development and facilitate job creation, the 
SBIDZ aims to provide a competitive and highly 
efficient cluster that positions itself as a leading 
location for Oil & Gas and Marine Manufacturing 
& Repair activities within the African continent in 
response to investor demand. 

In so doing, the SBIDZ will achieve the following 
over a 25-year period:

•	 Focus	 initially	 on	 the	 establishment	 of	 a	
single cluster, i.e. The Oil & Gas and Marine 
Manufacturing & Repair cluster within the 
Saldanha Bay port precinct and surrounding 
areas;

•	 Consolidate	 and/or	 eliminate	 inefficient	 and	
bureaucratic administration processes;

•	 Provide	a	single	point	of	contact	for	investors	
to address their concerns and queries;

•	 Provide	 efficient	 free	 zone	 operations	 and	
customs processes that facilitate timeous 
and cost-effective operations for both 
international and domestic investors;

•	 Provide	 supporting	 infrastructure	 that	
differentiates the cluster in Saldanha Bay from 
competitors (eg. logistics, land availability, 
utilities etc.);

•	 Facilitate	 the	 development	 of	 local	 skills	 to	
support investment attraction resulting in 
local job creation;

•	 Develop	 effective	 stakeholder	 relationships	
with all land owners, operators and 
regulators;

•	 Secure	 public	 funding	 to	 foster	 economic	
development and job creation; 

•	 Operate	 as	 a	 Public	 Entity	 within	 the	 IDZ	
legislative framework;

•	 Establish	effective	internal	business	processes	
and business support structures to help drive 
the SBIDZ strategic objectives; and

•	 Establish	a	technically	strong	and	competent	
establishment to effectively manage and 
operate the SBIDZ.

Key activities for the year
Six right of first refusal agreements were signed 
with both international and national companies. 

A Business Forum Charter was signed with 
various Saldanha Bay Business Forums in 
November 2014.

All policies, including the Authorities Framework, 
Board Charters and HR Strategic Plan, have been 
developed and implemented. The accounting, 
payroll and CRM systems, including the IT 
architecture and infrastructure, have also been 
implemented. 

The SBIDZ Board and Board Sub-Committees 
were constituted and meetings were conducted 
during the year.

A Supplier Awareness Day was held in Saldanha 
Bay in October 2014. The aim of the event was to 
provide all emerging and established suppliers 
and contractors with an understanding of the 
procurement and infrastructure opportunities 
that will be afforded to the community over the 
next few years. 

A Skills Awareness Day was held in March 2015. 
The event served as a platform for training 
agencies to acquire a background on the SBIDZ’s 
skills development plans for 2015.

A procurement strategy for the preparation of 
construction tenders was developed, including 
an agreement on local labour recruitment policy. 
This will form the basis for appointments of 
construction contractors going forward.

Infrastructure contracts to the value of  
R177 361 993 were committed during the 2014/15 
financial year.
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Key performance indicators, planned targets and actual achievements
The Performance information indicated is an extract from the performance report in the 2014/15 
Wesgro annual report.

Programme 8: Saldanha Bay IDZ

Key Performance 
Indicators

Actual 
Achievement 

2013/14

Planned Target 
2014/15

Actual 
Achievement 

2014/15

Deviation 
from planned 

target to 
Actual 

Achievement 
for 2014/15

Comment on deviations

Maintain an operator’s 
permit in line with IDZ 
legislative requirements.

- 100%

(1)

1 - The target set out was 
achieved

Obtain registered entity 
status in line with IDZ 
legislative requirements.

- 100%

(1)

0% -1 This is a Provincial initiative 
and we await the outcome 
from their legal department. 
In the interim we will 
operate as a 3C (SOC).

Establish SBIDZ Board in 
line with IDZ legislative 
requirements.

- 100%

(1)

100%

(1)

- The Board has been 
established. The Board to 
appoint a further 2 directors 
in line with the licence. The 
Board is established in 
terms of IDZ requirements

Transition to SEZ 
legislative requirements 
upon promulgation 
in line with legislative 
requirements.

- 100%

(1)

0% -1 This is a Provincial initiative 
and we await the outcome 
from their legal department. 
In the interim we will 
operate as a 3C (SOC).

Number of signed right of 
first refusals with potential 
investors.

- 8 6 -2 10 Potential new investors 
were engaged during 
the year under review of 
which 4 Non-Disclosure 
agreements and 6 Right of 
First Refusals were signed.

Number of indirect jobs 
facilitated.

- 100 173 +73 The number of contracts 
secured resulted in the 
additional indirect jobs

Number of business 
readiness achieved with 
SMMEs in the SBM area.

- 10 11 +1 One additional SMME 
registered for our business 
readiness workshops

Number of environmental 
impact assessments 
obtained, in line with 
legislative requirements.

- 2 1 -1 The EIA for the development 
of the port land is delayed 
due to the outcomes of 
specialist studies that 
identified and confirmed 
Critical Biodiversity Area. 
It is envisaged that this EIA 
will be completed by Q2 of 
the 2015/16 financial year.

Percentage of 
developed bulk services 
infrastructure as outlined 
in year one of the bulk 
service infrastructure plan 
for the SBIDZ.

- 100% 100% - The target set out was 
achieved

Continued
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Percentage completion 
of the IDZ infrastructure 
preliminary design phase.

- 100% 100% - The target set out was 
achieved

Number of signed MOUs 
or leases with landholders, 
as relevant.

- 3 2 -1 MOU’s secured with TPT 
and TNPA. IDC and TNPA 
lease agreements are in the 
process of being finalised.

Establish a CCA with 
SARS.

- 100%

(1)

0% -1 This KPI will only be achieved 
once the SEZ regulation is 
issued, which is still in draft. 
DTI competency

Number of Dti Reports 
in line with Dti Reporting 
requirements

- 4 4 - The target set out was 
achieved

Number of signed charters 
undertaken with the SBM 
community.

- 1 1 - The target set out was 
achieved

The main objective of this programme, which was to establish the IDZ, was achieved with the 
awarding of a licence. The SBIDZ established itself as a public entity separate from Wesgro.

Strategy to overcome underperformance

None required

Changes required to planned targets

None required

Programme 8: Saldanha Bay IDZ (continued)

Key Performance 
Indicators

Actual 
Achievement 

2013/14

Planned Target 
2014/15

Actual 
Achievement 

2014/15

Deviation 
from planned 

target to 
Actual 

Achievement 
for 2014/15

Comment on deviations
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Part C:  
Corporate Governance Report
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1. Introduction
In terms of the IDZ Regulation 3A, Cabinet ratified Mr. Rob Davies’ decision to 
designate an IDZ at Saldanha Bay and the granting of an IDZ Operator Permit, 
and that the Ministries of Trade and Industry and of Economic Development 
collaborated to ensure that the IDZ at Saldanha Bay forms part of the Presidential 
Infrastructure Coordinating Commission (PICC) rollout programme. Furthermore, 
to promulgate the designation of an Industrial Development Zone at Saldanha 
Bay and the granting of the Operator Permit to the Saldanha Bay Industrial 
Development Zone Licencing Company in terms of Section 10 of the Manufacturing 
Development Act No. 187 of 1993.

Being a new company and being cognisant of the requirement of state owned 
enterprises to embrace the principles of good corporate governance, the 
Saldanha Bay IDZ Licencing Company (SOC) Ltd have ensured that sound 
corporate governance structures and processes were implemented from the 
outset. Due to the dynamic nature of the business and political landscape, these 
practices will be constantly reviewed and adapted to accommodate internal 
corporate developments and stakeholder expectations, and to reflect national 
and international best practice.

The Directors of Saldanha Bay IDZ Licencing Company (SOC) Ltd supports the 
principles of the King III Report on Corporate Governance for South Africa, and 
where applicable and practical, will implement these principles. Responsible 
corporate citizenship and sound governance practices will remain a top priority of 
the Board, its sub-committees and management.
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2. The Accounting Authority 
 (Board Of Directors)

Introduction

It was agreed by both the Provincial and National Government that the structure 
of the SBIDZ LiCo Board should be represented by the founding partners from the 
three spheres of government. After the appointment of the Board members, their 
first task would be to ensure compliance with the required additional representation 
on the Board from the Saldanha Bay Community.

2.1 Composition of the Board of Directors
The Board currently consists of 5 members representing the Saldanha Bay 
Municipality and both the National and Provincial Government.

The Composition of the Board would ultimately consist of 8 members resulting in 
a breakdown of; 2 representatives nominated by the Saldanha Bay Municipality, 2 
representatives nominated by the Western Cape Government and 2 representatives 
nominated by National Government. The Board will appoint a further 2 directors 
representing the broader Saldanha Bay social and economic community.

The powers and duties of the Board are detailed in the Companies Act, aimed at 
ensuring the attainment of its objectives. It details the meetings and decisions 
of the Board, the establishment of an appointment to committees, powers of 
delegation as well as remuneration. 
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2.2 Board Remuneration
In terms of the PFMA, the Directors are not remunerated for attending Board, 
committee and special meetings.

2.3 Board Committees
The Board is authorised to form committees as and when necessary to facilitate 
efficient decision making, and to assist the Board in the execution of its duties. 
The committees do not perform any management functions or assume any 
management responsibilities.

The Saldanha Bay IDZ Licencing Company (SOC) Ltd has two Board Committees; 
namely the Audit, IT and Risk Committee and the Human Resources and 
Remuneration Committee.

2.3.1 Board meetings and attendance

The meetings of the Board of Directors and Committees are scheduled regularly 
with defined objectives and structured agendas. Board members are expected to 
participate fully, frankly and constructively in discussions and to contribute their 
particular knowledge, skills and abilities.

Non-Executive Directors Number of Board Meetings attended.

Nils Flaatten (Chairperson) - Resigned 3

Ben Kodisang - Resigned 3

Johan Stegmann (Chairperson) 1

Frank Pronk 1

Lizo Ntloko 1

Gerrit de Bruyn 1

Kayalethu Ngqaka 1

2.4 Human Resources and Remuneration Committee
The Committee consists of three non-executive directors and two ex-officio 
members namely; the CEO and CFO, and the Committee has a clearly defined 
charter. The purpose of the Committee is to review, consider and recommend 
on matters relating to general staff policy including the remuneration and 
development, the formulation of remuneration and human resource policies, the 
performance management system and related performance incentives. 

No meetings were conducted as the Committee was appointed in January 2015 
and the first meeting was convened in May 2015.
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3. Internal Audit and Audit Committee
The Audit, IT and Risk Committee consists of three Directors and two independent 
members and has a clearly defined charter. The committee is a sub-committee of 
the Board and accordingly operates as an extension of its mandate. The purpose of 
the committee is to assist the Board in discharging its duties in relation to financial 
reporting, asset management, risk management, supply chain management, 
information technology issues, internal control systems, processes and procedures, 
and to measure the quality of both the external and internal audit functions.

The Internal Auditors and External Auditors, as well as certain members of the 
Executive Management, are invited to attend meetings.

3.1 Internal Audit
The internal audit function is outsourced to KPMG for a three year period, ending 
March 2017. The Board of Directors are responsible for the appointment of the 
Internal Auditors. The Internal Auditors operates under the direction of the Audit 
Committee which approves the scope of work to be performed. Significant 
findings are reported to both the Executive Management and the Audit Committee. 
Corrective action is taken to address internal control deficiencies identified in the 
execution of its work.

3.2 External Audit
The Auditor-General of South Africa is responsible for performing the annual audit 
of the company. The Audit Committee examines and reviews the annual financial 
statements of the company and other relevant financial reports.

3.3 Internal Control
We maintain internal controls and systems designed to provide reasonable 
assurance as to the integrity and reliability of the annual financial statements 
and to safeguard, verify and maintain accountability for its assets. Such controls 
are based on established policies and procedures and are implemented with 
appropriate segregation of duties.

Audit, IT & Risk Sub-Committee Number of Committee Meetings attended.

Paul Slack (Chairperson) Independent Member 1

Danny Naidoo (Independent Member) 1

Lizo Ntloko (Non-Executive Board Member) 0
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4. Risk Management
The Saldanha Bay IDZ Licencing Company (SOC) Ltd remains duly committed 
to a risk management process that is aligned to principles of good Corporate 
Governance and is in accordance with the provision of the Public Finance 
Management Act (PFMA) No. 1 of 1999, King III and other related codes of 
Corporate Governance.

To appropriately manage risks, Risk Control strategies and policies have been 
put in place to ensure that all risks are managed in an integrated manner. Risk 
management is addressed through risk categories. Major risks that could influence 
the achievement of the company’s strategic objectives are identified, assessed 
and prioritised regularly and control mechanisms are implemented to manage and 
monitor these risks.

5. Internal Control
The Board acknowledges its responsibility for ensuring that the Company 
implements and monitors the effectiveness of internal, financial and operating 
controls to guard against material misstatements and losses. 

The internal and external auditors independently appraise the adequacy and 
effectiveness of the internal controls.

6. Company Secretary
The function of the Company Secretary who is responsible for developing systems 
and processes to enable the Board of Directors to discharge its function efficiently 
and effectively, is currently outsourced.

In addition to various statutory functions, the Board Secretariat ensures that the 
Board of Directors are provided with induction training as well as guidance on 
duties and responsibilities.

In consultation with the Board Chairperson, the Board Secretariat ensures that 
the contents of the agenda are relevant to the Board of Directors’ decision-
making. The information required for each board meeting is sent to the Directors 
in a timely manner to enable them to acquaint themselves with the information 
and to consider Company information in terms of their statutory and fiduciary 
responsibility.

The Board Secretariat acts as the primary point of contact between the Board of 
Directors and the Company.

7. Materiality
All significant events, risks and other aspects have been disclosed in the statements 
and annual report. Materiality is determined as 1.5% of total income recognised.
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Part D:  
Human Resource Management 
& Development
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1. Introduction
The Human Resource unit aims to provide high quality professional assistance 
to managers and staff fulfilling their day to day roles. Attention to detail and 
speed of response are essential to the nature of the tasks undertaken. HR role 
is as follow, recruitment and selection, Training and Development, Performance 
Management, Employee Wellness and Payroll. The role reports to the Chief 
Financial Officer.



36 SALDANHA BAY IDZ LICENCING COMPANY (SOC) LTD  ANNUAL REPORT 2014/15

2. Human Resource Oversight Statistics
Personnel Cost by programme 

Programme Total Expenditure 
for the entity 

 
R

Personnel 
Expenditure  

 
R

Personnel exp. as 
a % of total exp.  

No. of employees Average 
personnel cost 
per employee  

R

Operations 
Management

2 700 167 2 489 486 92% 2 1 244 743

Corporate 
Services

8 920 347 4 217 360 47% 8 527 170

Business 
Development

2 938 150 1 868 815 64% 3 622 938

Stakeholders 
Management

6 413 775 2 873 669 45% 6 478 945

Ease of Doing 
Business and 
Commercial

531 126 309 904 58% 2 154 952

Subtotal 21 503 565 11 759 234 55% 21 619 237

Infrastructure 15 433 673 3 396 032 22% 5 679 206

Totals 36 937 238 15 155 266 41% 26 582 895

Personnel cost by salary band

Level Personnel 
Expenditure  

R

% of personnel exp. to 
total personnel cost 

No. of employees Average personnel 
cost per employee  

R

Top Management 7 328 117 48% 7 1 046 874

Professional qualified 6 194 977 41% 11 563 180

Skilled 1 214 255 8% 4 303 564

Semi-skilled 417 917 3% 4 104 479

TOTAL 15 155 266 100% 26 582 895

 
Training Costs 

Programme Personnel 
Expenditure  

 
R

Training 
Expenditure 

 
R

Training 
Expenditure as 

a % of Personnel 
Cost.

No. of employees 
trained

Average 
training cost per 

employee 
R

Operations 
Management

2 489 486 9 210 0.37% 2 4 605

Corporate 
Services

4 217 360 7 068 0.17% 2 3 534

Business 
Development 

1 868 815 18 886 1.01% 1 18 886

Stakeholders 
Management 

2 873 669 101082 3.50% 4 25 271

Ease of Doing 
Business and 
Commercial

309 904 0 0.00% 0 0

Infrastructure 3 396 032 10 884 0.32% 2 5 442

Totals 15 155 266 147 130 5.37% 11 13 375



37SALDANHA BAY IDZ LICENCING COMPANY (SOC) LTD  ANNUAL REPORT 2014/15

Employment and vacancies

Programme 2014/2015 No. of Employees 2014/2015 Vacancies % of vacancies

Operations Management 2 2 50%

Corporate Services 9 1 10%

Business Development 3 0 0%

Stakeholders Management 6 1 14%

Infrastructure 4 0 0%

Ease of Doing Business and 
Commercial

2 2 50%

Totals 26 6

P

Programme 2014/2015 No. of Employees 2014/2015 Vacancies % of vacancies

Top Management 7 1 12%

Professional qualified 11 3 15%

Skilled 4 1 20%

Semi-skilled 4 1 20%

Total 26 6

Employment Changes

Salary Band Employment at 
beginning of the 

period

Appointments Terminations Employment at end of 
the period

Top Management 5 2 0 7

Professional qualified 4 7 0 11

Skilled 2 2 0 4

Semi-skilled 3 1 0 4

Total 14 12 0 26

Equity Target and Employment Equity Status 

Levels Male Female

Africans Coloured Indian White African Coloured Indian White

Top 
Management

1 3 1 1 1

Professional 
qualified

3 1 1 2 3 1 1

Skilled 1 2 1 1 1

Semi-skilled 1

TOTAL 5 3 4 4 6 2 2
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Annual Financial Statements for the year ended 31 March 2015

Part E:  
Financial Information
for the year ended 31 March 2015
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Annual Financial Statements for the year ended 31 March 2015

The reports and statements set out below comprise the annual 
financial statements presented to the provincial legislature: 

 
Index 
Accounting Authority’s Responsibilities and Approval 40 

Audit, IT and Risk Committee Report 42

Report of the Auditor-General to the Western Cape Provincial Parliament 44

Accounting Authority’s Report 47 

Company Secretary’s Certification 50

Statement of Financial Position  51 

Statement of Financial Performance  52

Statement of Changes in Net Assets  53 

Cash Flow Statement  54

Statement of Comparison of Budget and Actual Amounts  55 

Accounting Policies 58

Notes to the Annual Financial Statements 70
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Annual Financial Statements for the year ended 31 March 2015

Accounting Authority’s Responsibilities and Approval  

The Board (Accounting Authority) are required by the Public Finance Management Act (Act 1 of 
1999), to maintain adequate accounting records and are responsible for the content and integrity 
of the annual financial statements and related financial information included in this report. It is the 
responsibility of the Board to ensure that the annual financial statements fairly present the state of 
affairs of the entity as at the end of the financial year and the results of its operations and cash flows 
for the period then ended. The external auditors are engaged to express an independent opinion on 
the annual financial statements and was given unrestricted access to all financial records and related 
data. 

The annual financial statements have been prepared in accordance with Standards of Generally 
Recognised Accounting Practice (GRAP) including any interpretations, guidelines and directives 
issued by the Accounting Standards Board. 

The annual financial statements are based upon appropriate accounting policies consistently applied 
and supported by reasonable and prudent judgements and estimates. 

The Board acknowledge that they are ultimately responsible for the system of internal financial 
control established by the entity and place considerable importance on maintaining a strong control 
environment. To enable the Board to meet these responsibilities, the accounting authority sets 
standards for internal control aimed at reducing the risk of error or deficit in a cost effective manner. 
The standards include the proper delegation of responsibilities within a clearly defined framework, 
effective accounting procedures and adequate segregation of duties to ensure an acceptable level of 
risk. These controls are monitored throughout the entity and all employees are required to maintain 
the highest ethical standards in ensuring the entity’s business is conducted in a manner that in 
all reasonable circumstances is above reproach. The focus of risk management in the entity is on 
identifying, assessing, managing and monitoring all known forms of risk across the entity. While 
operating risk cannot be fully eliminated, the entity endeavours to minimise it by ensuring that 
appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within 
predetermined procedures and constraints. 

The directors are of the opinion, based on the information and explanations given by management, that 
the system of internal control provides reasonable assurance that the financial records may be relied 
on for the preparation of the annual financial statements. However, any system of internal financial 
control can provide only reasonable, and not absolute, assurance against material misstatement or 
deficit. 

The Board have reviewed the entity’s cash flow forecast for the year to 31 March 2016 and, in the light 
of this review and the current financial position, they are satisfied that the entity has or has access 
to adequate resources to continue in operational existence for the foreseeable future. 

The entity is wholly dependent on the Department of Economic Development and Tourism and 
Department Trade and Industry for continued funding of operations. The annual financial statements 



41SALDANHA BAY IDZ LICENCING COMPANY (SOC) LTD  ANNUAL REPORT 2014/15

Annual Financial Statements for the year ended 31 March 2015

are prepared on the basis that the entity is a going concern and that the Department of Economic 
Development and Tourism and Department Trade and Industry has neither the intention nor the 
need to liquidate or curtail materially the scale of the entity. 

Although the accounting authority are primarily responsible for the financial affairs of the entity, 
they are supported by the entity’s external auditors. 

The external auditors are responsible for independently reviewing and reporting on the entity’s 
annual financial statements. The annual financial statements have been examined by the entity’s 
external auditors and their report is presented on page 44. 

The annual financial statements set out on pages 47 to 83, which have been prepared on the going 
concern basis, were approved by the accounting authority on 31 July 2015 and were signed on its 
behalf by: 

Dr Johan Stegmann  
Chairperson of the Board 
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Annual Financial Statements for the year ended 31 March 2015

Audit, IT and Risk Committee Report

We are pleased to present our report for the financial year ended  
31 March 2015. 

Audit committee members and attendance 

The audit committee consists of the members listed hereunder and should meet four times per 
annum as per its approved terms of reference. The committee was constituted in January 2015 and 
one meeting was held. 

Name of member Number of meetings attended 
Paul Slack (Chairperson)  1  
(Appointed 1 January 2015)
Danny Naidoo  1  
(Appointed 1 January 2015)
Lizo Ntloko  0  
(Appointed 25 February 2015)

Audit committee responsibility 

The audit committee reports that it has complied with its responsibilities arising from section 77 of 
the PFMA and Treasury Regulation 3.1. 

The audit committee also reports that it has adopted appropriate formal terms of reference as its 
audit committee charter, has regulated its affairs in compliance with this charter and has discharged 
all its responsibilities as contained therein. 

The effectiveness of internal control 

The system of internal controls applied by the entity over financial and risk management is effective, 
efficient and transparent. In line with the PFMA and the King III Report on Corporate Governance 
requirements, Internal Audit provides the audit committee and management with assurance that the 
internal controls are appropriate and effective. This is achieved by means of the risk management 
process, as well as the identification of corrective actions and suggested enhancements to the 
controls and processes. From the various reports of the Internal Auditors, the Audit Report on the 
annual financial statements, and the management report of the Auditor-General South Africa, it was 
noted that no matters were reported that indicate any material deficiencies in the system of internal 
control or any deviations therefrom. Accordingly, we can report that the system of internal control 
over financial reporting for the period under review was efficient and effective. 



43SALDANHA BAY IDZ LICENCING COMPANY (SOC) LTD  ANNUAL REPORT 2014/15

Annual Financial Statements for the year ended 31 March 2015

The audit committee is satisfied with the content and quality of monthly and quarterly reports 
prepared and issued by the Accounting Authority of the entity during the year under review. 

Internal audit 

The audit committee is satisfied that the internal audit function is operating effectively and that it 
has addressed the risks pertinent to the entity and its audits. The following internal audit work was 
completed during the reporting period: Supply Chain Management Review Human Resources and 
Payroll Review 

Auditor-General of South Africa 

The audit committee has met with the Auditor-General of South Africa to ensure that there are no 
unresolved issues. 

Paul Slack 
Chairperson of the Audit Committee 
Date: 31 July 2015
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Report of the Auditor-General to the Western Cape 
Provincial Parliament on Saldanha Bay IDZ Licensing 
Company (SOC) Limited

 
Report on the financial statements

Introduction

1. I have audited the financial statements of the Saldanha Bay IDZ Licensing Company (SOC) 
Limited set out on pages 47 to 83, which comprise, the statement of financial position as at  
31 March 2015, the statement of financial performance, statement of changes in net assets and 
the cash flow statement and statement of comparison of budget and actual amounts for the 
year then ended, as well as the notes, comprising a summary of significant accounting policies 
and other explanatory information. 

Accounting authority’s responsibility for the financial statements

2. The accounting authority is responsible for the preparation and fair presentation of these 
financial statements in accordance with South African Standards of Generally recognised 
Accounting Practice (SA Standards of GRAP) and the requirementsof the Public Finance 
Management Act of South Africa, 1999 (Act No. 1 of 1999) (PFMA) and the Companies Act 
of South Africa, 2008 (Act No. 71 of 2008), and for such internal control as the accounting 
authority determines is necessary to enable the preparation of financial statements that are free 
from material misstatement, whether due to fraud or error.

Auditor-general’s responsibility

3. My responsibility is to express an opinion on these financial statements based on my 
audit. I conducted my audit in accordance with International Standards on Auditing. Those 
standards require that I comply with ethical requirements, and plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

4. 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 preparationand 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. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis 
for my audit opinion.
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Opinion

6. In my opinion, the financial statements present fairly, in all material respects, the financial 
position of Saldanha Bay IDZ Licencing Company (SOC) Limited as at 31 March 2015 and its 
financial performance and cash flows for the year then ended, in accordance with SA Standards 
of GRAP, the requirements of the PFMA and the Companies Act of South Africa.

Emphasis of matter

7. I draw attention to the matter below. My opinion is not modified in respect of this matter.

Material underspending of the capital budget

8. As disclosed in note 32 and the statement of comparison of budget and actual amounts to the 
financial statements, the entity has materially underspent its capital budget to the amount of 
R196,1 million (92%).

Additional matters

8. I draw attention to the matters below. My opinion is not modified in respect of thesematters.

Incorporation

9. As stated in paragraph 1 of the accounting authority’s report, the entity was incorporated on 22 
February 2012 and obtained its certificate to commence business on the same day. The entity 
was, however, dormant until 31 March 2014 and started operating independently with effect 
from 1 April 2014.

Accounting authority – control of the entity

10. Although the Western Cape Tourism, Trade and Investment Promotion Agency (WESGRO) 
is holding all the issued shares in the entity, it lost its control on 25 February 2015 when 
the two WESGRO directors resigned and were replaced by a board of six newly appointed 
representative non-executives, as stated in paragraph 6 of the accounting authority’s report.

Report on other legal and regulatory requirements
11. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) 

and the general notice issued in terms thereof, I have a responsibility to report findings on the 
reported performance information against predetermined objectives for selected programmes 
presented in the annual performance report, compliance with legislation and internal control. 
The objective of my tests was to identify reportable findings as described under each 
subheading but not to gather evidence to express assurance on these matters. Accordingly, I do 
not express an opinion or conclusion on these matters.

Predetermined objectives

13. We were unable to report on the usefulness and reliability of the reported performance 
information as no annual performance report had been prepared for the entity, as required by 
section 55(2)(a) of the PFMA. Since the key performance indicators and performance targets 
of the entity formed part of programme 8 of WESGRO and its annual performance plan, it has 
been reported on in WESGRO’s annual report. The entity has, however, also reported on its key 
activities and overall performance for the year in its annual report. 
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Compliance with legislation

15. I performed procedures to obtain evidence that the department had complied with applicable 
legislation regarding financial matters, financial management and other related matters. I did 
not identify any instances of material non-compliance with specific matters in key legislation, as 
set out in the general notice issued in terms of the PAA.

Internal control

16. I considered internal control relevant to my audit of the financial statements, annual 
performance report and compliance with legislation. I did not identify any significant 
deficiencies in internal control

Cape Town

31 July 2015
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Accounting Authority’s Report 

The directors submit their report for the year ended 31 March 2015. 

1. Incorporation 

The entity was incorporated on 22 February 2012 and obtained its certificate to commence business 
on the same day. The entity was however dormant until the 31 March 2014. 

2. Review of activities 

Main business and operations 

The entity aims to use the existing Industrial Development Zone enabling legislation to act as a 
catalyst to create and sustain economic development and facilitate job creation by way of industrial 
investment and efficiency development in the Saldanha Bay Region. The entity operates principally 
in South Africa. 

The operating results and state of affairs of the entity are fully set out in the attached annual financial 
statements and do not in our opinion require any further comment. 

3. Subsequent events 

The directors are not aware of any matter or circumstance arising since the end of the financial 
year. 

4. Share capital 

There were no changes in the authorised or issued share capital of the entity during the year under 
review. 

5. Distributions to owners 

No dividends were declared or paid to owner during the year. 

6. Accounting Authority 

The non-executive directors of the entity during the year and to the date of this report are as 
follows: 

Name Nationality Changes 
Nils Flaatten South African Resigned 28 February 2015 
Benjamin Kodisang South African Resigned 28 February 2015 
Dr Johan Stegmann South African Appointed 25 February 2015 
Gerrit De Bruyn South African Appointed 25 February 2015 
Frank Pronk South African Appointed 25 February 2015 
Lizo Ntloko South African Appointed 25 February 2015 
Kayalethu Ngqaka South African Appointed 25 February 2015 
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7. Corporate governance 

General 

The accounting authority is committed to business integrity, transparency and professionalism in all 
its activities. As part of this commitment, the accounting authority supports the highest standards 
of corporate governance and the ongoing development of best practice. 

The entity confirms and acknowledges its responsibility to total compliance with the Code of 
Corporate Practices and Conduct (“the Code”) laid out in the King Report on Corporate Governance 
for South Africa 2002. The accounting authority discuss the responsibilities of management in this 
respect, at Board meetings and monitor the entity’s compliance with the code on a three monthly 
basis. 

The salient features of the entity’s adoption of the Code is outlined below: 

Board of directors 

The Board: 

•	 retains	full	control	over	the	entity,	its	plans	and	strategy;	

•	 acknowledges	its	responsibilities	as	to	strategy,	compliance	with	internal	policies,	external	laws	
and regulations, effective risk management and performance measurement, transparency and 
effective	communication	both	internally	and	externally	by	the	entity;	

•	 is	of	a	unitary	structure	comprising:	
-	 non-executive	directors,	all	of	whom	are	independent	directors	as	defined	in	the	Code;	and
- executive directors.

•	 has	established	a	Board	directorship	continuity	programme.	

Chairperson and Chief Executive 

The Chairperson is a non-executive and independent director. 

The roles of Chairperson and Chief Executive are separate, with responsibilities divided between 
them, so that no individual has unfettered powers of discretion. 
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Human Resources and Remuneration Committee 

The committee consist of three Non-Executive directors and chaired by Kayalethu Ngqaka. The 
committee met once during the financial year to review matters necessary to fulfil its role. Other 
members of the committee are: 
Frank Pronk 
Gerrit De Bruyn 

Executive meetings 

The accounting authority has met on 3 separate occasions during the financial year. The accounting 
authority schedules to meet at least 4 times per annum. 

Non-executive directors have access to all members of management of the entity. 

Audit, IT and Risk Committee 

For the current financial year the chairperson of the audit committee was Mr P Slack. The committee 
met once during the financial year to review matters necessary to fulfil its role. 

Internal audit 

To comply with the Public Finance Management Act 1 of 1999, the entity must have an internal audit 
function. This function is outsourced to KPMG. 

8. Auditors 

Office of the Auditor-General of South Africa will continue in office for the next financial period. 

9. Entity status 

Saldanha Bay IDZ Licencing Company is currently a public entity, not listed in the schedules to the 
Public Finance Management Act. 
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Company Secretary’s Certification 

Declaration by the company secretary in respect of Section 88(2)(e) of the Companies Act 

In terms of Section 88(2)(e) of the Companies Act 71 of 2008, as amended, I certify that the company 
has lodged with the Commissioner all such returns as are required of a public company in terms of 
the Companies Act and that all such returns are true, correct and up to date. 

Mr Herman Boneschans 
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Statement of Financial Position as at 31 March 2015



52 SALDANHA BAY IDZ LICENCING COMPANY (SOC) LTD  ANNUAL REPORT 2014/15

Annual Financial Statements for the year ended 31 March 2015

Statement of Financial Performance as at 31 March 2015
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Statement of Changes in Net Assets
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Cash Flow Statement
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Statement of Comparison of Budget and Actual Amounts
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Statement of Comparison of Budget and Actual Amounts (continued)

Statement of Comparison of Budget and Actual Amounts



57SALDANHA BAY IDZ LICENCING COMPANY (SOC) LTD  ANNUAL REPORT 2014/15

Annual Financial Statements for the year ended 31 March 2015

Statement of Comparison of Budget and Actual Amounts (continued)

Statement of Comparison of Budget and Actual Amounts
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Accounting Policies 

 
1. Presentation of Annual Financial Statements 

The annual 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 91(1) of the Public Finance Management Act (Act 1 of 1999). 

These annual 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. 

In the absence of an issued and effective Standard of GRAP, accounting policies for material 
transactions, events or conditions were developed in accordance with paragraphs 8, 10 and 11 of 
GRAP 3 as read with Directive 5. 

Assets, liabilities, revenues and expenses were not offset, except where offsetting is either required 
or permitted by a Standard of GRAP. 

A summary of the significant accounting policies, which have been consistently applied in the 
preparation of these annual financial statements, are disclosed below. 

1.1 Presentation currency 
These annual financial statements are presented in South African Rand, which is the functional 
currency of the entity. 

1.2 Going concern assumption 
These annual 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. 

1.3 Significant judgements and sources of estimation uncertainty 
In preparing the annual financial statements, management is required to make estimates and 
assumptions that affect the amounts represented in the annual 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 annual financial statements. Significant judgements include: 

Impairment of Trade receivables 

The entity assesses its trade receivables, held to maturity investments and loans and receivables for 
impairment at the end of each reporting period. In determining whether an impairment loss should 
be recorded in surplus or deficit, the surplus makes judgements as to whether there is observable 
data indicating a measurable decrease in the estimated future cash flows from a financial asset. 

1.4 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. 



59SALDANHA BAY IDZ LICENCING COMPANY (SOC) LTD  ANNUAL REPORT 2014/15

Annual Financial Statements for the year ended 31 March 2015

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

•	 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. 

When significant components of an item of property, plant and equipment have different useful lives, 
they are accounted for as separate items (major components) of property, plant and equipment. 

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. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on 
which it is located is also included in the cost of property, plant and equipment, where the entity is 
obligated to incur such expenditure, and where the obligation arises as a result of acquiring the asset 
or using it for purposes other than the production of inventories. 

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. 

Infrastructure assets under construction are only depreciated upon completion. 

The useful lives of items of property, plant and equipment have been assessed as follows: 

Item  Depreciation method Average useful life 

Furniture and fixtures Straight line 6-10 years 
Motor vehicles Straight line 5 years 
Office equipment Straight line 5 years 
IT equipment Straight line 3 years 
Leasehold improvements Straight line Over the lease term 

The residual value, and the useful life and depreciation method of each asset are reviewed at the end 
of each reporting date. If the expectations differ from previous estimates, the change is accounted 
for as a change in accounting estimate. 

Reviewing the useful life of an asset on an annual basis does not require the entity to amend the 
previous estimate unless expectations differ from the previous estimate. 

1.4 Property, plant and equipment (continued)
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Each part of an item of property, plant and equipment with a cost that is significant in relation to the 
total cost of the item is depreciated separately. 

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the 
carrying amount of another asset. 

Items of property, plant and equipment are derecognised when the asset is disposed of or when 
there are no further economic benefits or service potential expected from the use of the asset. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included 
in surplus or deficit when the item is derecognised. The gain or loss arising from the derecognition of 
an item of property, plant and equipment is determined as the difference between the net disposal 
proceeds, if any, and the carrying amount of the item. 

In assessing the remaining usefull lives and residual values of property, plant and equipment, 
management have made judgements based on historical evidence as well as the current condition 
of property, plant and equipment under its control. 

1.5 Intangible assets 
An asset is identifiable if it either: 

•	 is	separable,	i.e.	is	capable	of	being	separated	or	divided	from	an	entity	and	sold,	transferred,	
licensed, rented or exchanged, either individually or together with a related contract, identifiable 
assets	or	liability,	regardless	of	whether	the	entity	intends	to	do	so;	or	

•	 arises	from	binding	arrangements	(including	rights	from	contracts),	regardless	of	whether	those	
rights are transferable or separable from the entity or from other rights and obligations. 

 An intangible asset is recognised when: 

•	 it	is	probable	that	the	expected	future	economic	benefits	or	service	potential	that	are	
attributable	to	the	asset	will	flow	to	the	entity;	and	

•	 the	cost	or	fair	value	of	the	asset	can	be	measured	reliably.	

Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date 
of acquisition is measured at its fair value as at that date. 

Expenditure on research is recognised as an expense when it is incurred. 

An intangible asset arising from development (or from the development phase of an internal project) 
is recognised when: 

•	 it	is	technically	feasible	to	complete	the	asset	so	that	it	will	be	available	for	use	or	sale.	

•	 there	is	an	intention	to	complete	and	use	or	sell	it.	

•	 there	is	an	ability	to	use	or	sell	it.	

•	 it	will	generate	probable	future	economic	benefits	or	service	potential.	

•	 there	are	available	technical,	financial	and	other	resources	to	complete	the	development	and	to	
use or sell the asset. 

•	 the	expenditure	attributable	to	the	asset	during	its	development	can	be	measured	reliably.	

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

The amortisation period and the amortisation method for intangible assets are reviewed at each 
reporting date. 

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as 
indefinite is an indicator that the asset may be impaired. As a result the asset is tested for impairment 
and the remaining carrying amount is amortised over its useful life. 

1.4 Property, plant and equipment (continued)
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Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance 
are not recognised as intangible assets. 

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual 
values as follows: 

Item  Useful life 
Computer software  3 years 

Intangible assets are derecognised: 

•	 on	disposal;	or	

•	 when	no	future	economic	benefits	or	service	potential	are	expected	from	its	use	or	disposal.	

The gain or loss is the difference between the net disposal proceeds, if any, and the carrying amount. 
It is recognised in surplus or deficit when the asset is derecognised. 

1.6 Financial instruments 
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial 
liability or a residual interest of another entity. 

The amortised cost of a financial asset or financial liability is the amount at which the financial asset 
or financial liability is measured at initial recognition minus principal repayments, plus or minus 
the cumulative amortisation using the effective interest method of any difference between that 
initial amount and the maturity amount, and minus any reduction (directly or through the use of an 
allowance account) for impairment or uncollectibility. 

The effective interest method is a method of calculating the amortised cost of a financial asset or 
a financial liability (or group of financial assets or financial liabilities) and of allocating the interest 
income or interest expense over the relevant period. The effective interest rate is the rate that exactly 
discounts estimated future cash payments or receipts through the expected life of the financial 
instrument or, when appropriate, a shorter period to the net carrying amount of the financial asset 
or financial liability. When calculating the effective interest rate, an entity shall estimate cash flows 
considering all contractual terms of the financial instrument (for example, prepayment, call and 
similar options) but shall not consider future credit losses. The calculation includes all fees and 
points paid or received between parties to the contract that are an integral part of the effective 
interest rate, transaction costs, and all other premiums or discounts. There is a presumption that 
the cash flows and the expected life of a group of similar financial instruments can be estimated 
reliably. However, in those rare cases when it is not possible to reliably estimate the cash flows or 
the expected life of a financial instrument (or group of financial instruments), the entity shall use the 
contractual cash flows over the full contractual term of the financial instrument (or group of financial 
instruments). 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between 
knowledgeable willing parties in an arm’s length transaction. 

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or 
disposal of a financial asset or financial liability. An incremental cost is one that would not have been 
incurred if the entity had not acquired, issued or disposed of the financial instrument. 

Financial instruments at amortised cost are non-derivative financial assets or non-derivative financial 
liabilities that have fixed or determinable payments, excluding those instruments that: 

•	 the	entity	designates	at	fair	value	at	initial	recognition;	or	

•	 are	held	for	trading.	

1.5 Intangible assets (continued)
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Financial instruments at cost are investments in residual interests that do not have a quoted market 
price in an active market, and whose fair value cannot be reliably measured. 

Financial instruments at fair value comprise financial assets or financial liabilities that are: 
•	 derivatives;	
•	 combined	instruments	that	are	designated	at	fair	value;	
•	 instruments	held	for	trading.	A	financial	instrument	is	held	for	trading	if:	

- it is acquired or incurred principally for the purpose of selling or repurchasing it in the near-
term;	or	

- on initial recognition it is part of a portfolio of identified financial instruments that are 
managed together and for which there is evidence of a recent actual pattern of short term 
profit-taking;

- non-derivative financial assets or financial liabilities with fixed or determinable payments that 
are	designated	at	fair	value	at	initial	recognition;	and	

- financial instruments that do not meet the definition of financial instruments at amortised 
cost or financial instruments at cost. 

Initial recognition 

The entity recognises a financial asset or a financial liability in its statement of financial position 
when the entity becomes a party to the contractual provisions of the instrument. 

Initial measurement of financial assets and financial liabilities 

The entity measures a financial asset and financial liability initially at its fair value plus transaction 
costs that are directly attributable to the acquisition or issue of the financial asset or financial 
liability. 

Subsequent measurement of financial assets and financial liabilities 

The entity measures all financial assets and financial liabilities after initial recognition using the 
following categories: 
•	 Financial	instruments	at	fair	value.	
•	 Financial	instruments	at	amortised	cost.	
•	 Financial	instruments	at	cost.	

All financial assets measured at amortised cost, or cost, are subject to an impairment review. 

Impairment and uncollectibility of financial assets 

The entity assess at the end of each reporting period whether there is any objective evidence that a 
financial asset or group of financial assets is impaired. 

Financial assets measured at amortised cost: 

If there is objective evidence that an impairment loss on financial assets measured at amortised 
cost has been incurred, the amount of the loss is measured as the difference between the asset’s 
carrying amount and the present value of estimated future cash flows discounted at the financial 
asset’s original effective interest rate. The carrying amount of the asset is reduced through the use 
of an allowance account. The amount of the loss is recognised in surplus or deficit. 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can 
be related objectively to an event occurring after the impairment was recognised, the previously 
recognised impairment loss is reversed by adjusting an allowance account. The reversal does not 
result in a carrying amount of the financial asset that exceeds what the amortised cost would have 

1.6 Financial instruments (continued)
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been had the impairment not been recognised at the date the impairment is reversed. The amount 
of the reversal is recognised in surplus or deficit. 

Financial assets measured at cost: 

If there is objective evidence that an impairment loss has been incurred on an investment in a 
residual interest that is not measured at fair value because its fair value cannot be measured reliably, 
the amount of the impairment loss is measured as the difference between the carrying amount of 
the financial asset and the present value of estimated future cash flows discounted at the current 
market rate of return for a similar financial asset. Such impairment losses are not reversed. 

Derecognition 

Financial assets 

The entity derecognises a financial asset only when: 

•	 the	contractual	rights	to	the	cash	flows	from	the	financial	asset	expire,	are	settled	or	waived;	

•	 the	entity	transfers	to	another	party	substantially	all	of	the	risks	and	rewards	of	ownership	of	
the	financial	asset;	or	

•	 the	entity,	despite	having	retained	some	significant	risks	and	rewards	of	ownership	of	the	
financial asset, has transferred control of the asset to another party and the other party has the 
practical ability to sell the asset in its entirety to an unrelated third party, and is able to exercise 
that ability unilaterally and without needing to impose additional restrictions on the transfer. In 
this case, the entity: 
-	 derecognise	the	asset;	and	
- recognise separately any rights and obligations created or retained in the transfer. 

On derecognition of a financial asset in its entirety, the difference between the carrying amount and 
the sum of the consideration received is recognised in surplus or deficit. 

Financial liabilities 

The entity removes a financial liability or a part of a financial liability from its statement of financial 
position when it is extinguished. 

The difference between the carrying amount of a financial liability (or part of a financial liability) 
extinguished or transferred to another party and the consideration paid, including any non-cash 
assets transferred or liabilities assumed, is recognised in surplus or deficit. Any liabilities that are 
waived, forgiven or assumed by another entity by way of a non-exchange transaction are accounted 
for in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions (Taxes 
and Transfers). 

Presentation

Interest relating to a financial instrument or a component that is a financial liability is recognised as 
revenue or expense in surplus or deficit. 

Losses and gains relating to a financial instrument or a component that is a financial liability is 
recognised as revenue or expense in surplus or deficit. 

A financial asset and a financial liability are only offset and the net amount presented in the statement 
of financial position when the entity currently has a legally enforceable right to set off the recognised 
amounts and intends either to settle on a net basis, or to realise the asset and settle the liability 
simultaneously. 

In accounting for a transfer of a financial asset that does not qualify for derecognition, the entity 
does not offset the transferred asset and the associated liability. 

1.6 Financial instruments (continued)
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1.7 Tax Taxation 
No provision has been made for SA Income Taxation as the entity is exempt from income taxation in 
terms of S 10 (1) (cA) (ii) of the Income Tax Act (Act No. 58 of 1962). 

1.8 Leases 
A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental 
to ownership. A lease is classified as an operating lease if it does not transfer substantially all the 
risks and rewards incidental to ownership. 

Operating leases - lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. 
The difference between the amounts recognised as an expense and the contractual payments are 
recognised as an operating lease asset or liability. 

1.9 Impairment of cash-generating assets 
Cash-generating assets are those assets held by the entity with the primary objective of generating 
a commercial return. When an asset is deployed in a manner consistent with that adopted by a 
profit-orientated entity, it generates a commercial return. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above 
the systematic recognition of the loss of the asset’s future economic benefits or service potential 
through depreciation (amortisation). 

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

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding 
finance costs and income tax expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over 
its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length 
transaction between knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell 
and its value in use. 

Identification 

When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is 
impaired. 

The entity assesses at each reporting date whether there is any indication that a cash-generating 
asset may be impaired. If any such indication exists, the entity estimates the recoverable amount of 
the asset.. 
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1.10 Impairment of non-cash-generating assets 

Identification 

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, 
it is impaired. 

The entity assesses at each reporting date whether there is any indication that a non-cash-generating 
asset may be impaired. If any such indication exists, the entity estimates the recoverable service 
amount of the asset. 

1.11 Share capital 
Ordinary shares are classified as equity. Mandatorily redeemable preference shares are classified as 
liabilities. 

1.12 Employee benefits 
Employee benefits are all forms of consideration given by an entity in exchange for service rendered 
by employees. 

Vested employee benefits are employee benefits that are not conditional on future employment. 

A constructive obligation is an obligation that derives from an entity’s actions where by an 
established pattern of past practice, published policies or a sufficiently specific current statement, 
the entity has indicated to other parties that it will accept certain responsibilities and as a result, the 
entity has created a valid expectation on the part of those other parties that it will discharge those 
responsibilities. 

Short-term employee benefits 

Short-term employee benefits are employee benefits (other than termination benefits) that are due 
to be settled within twelve months after the end of the period in which the employees render the 
related service. 

Short-term employee benefits include items such as: 

•	 short-term	compensated	absences	(such	as	paid	annual	leave	and	paid	sick	leave)	where	the	
compensation for the absences is due to be settled within twelve months after the end of the 
reporting	period	in	which	the	employees	render	the	related	employee	service;	

•	 bonus,	incentive	and	performance	related	payments	payable	within	twelve	months	after	the	end	
of	the	reporting	period	in	which	the	employees	render	the	related	service;	and	

The expected cost of compensated absences is recognised as an expense as the employees render 
services that increase their entitlement or, in the case of non-accumulating absences, when the 
absence occurs. The entity measure the expected cost of accumulating compensated absences as 
the additional amount that the entity expects to pay as a result of the unused entitlement that has 
accumulated at the reporting date. 

The entity recognise the expected cost of bonus, incentive and performance related payments when 
the entity has a present legal or constructive obligation to make such payments as a result of past 
events and a reliable estimate of the obligation can be made. A present obligation exists when the 
entity has no realistic alternative but to make the payments. 
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1.13 Commitments 
Items are classified as commitments when an entity has committed itself to future transactions that 
will normally result in the outflow of cash. 

Commitments for which disclosure is necessary to achieve a fair presentation should be disclosed in 
a note to the financial statements, if both the following criteria are met: 

•	 Contracts	should	be	non-cancellable	or	only	cancellable	at	significant	cost	(for	example,	
contracts	for	computer	or	building	maintenance	services);	and	

•	 Contracts	should	relate	to	something	other	than	the	routine,	steady,	state	business	of	the	entity	
– therefore salary commitments relating to employment contracts or social security benefit 
commitments are excluded. 

1.14 Revenue from exchange transactions 
Revenue is the gross inflow of economic benefits or service potential during the reporting period 
when those inflows result in an increase in net assets, other than increases relating to contributions 
from owners. 

An exchange transaction is one in which the entity receives assets or services, or has liabilities 
extinguished, and directly gives approximately equal value (primarily in the form of goods, services 
or use of assets) to the other party in exchange. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between 
knowledgeable, willing parties in an arm’s length transaction. 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade 
discounts and volume rebates. 

Rendering of services 

When the outcome of a transaction involving the rendering of services can be estimated reliably, 
revenue associated with the transaction is recognised by reference to the stage of completion of the 
transaction at the reporting date. The outcome of a transaction can be estimated reliably when all 
the following conditions are satisfied: 

•	 the	amount	of	revenue	can	be	measured	reliably;	

•	 it	is	probable	that	the	economic	benefits	or	service	potential	associated	with	the	transaction	will	
flow	to	the	entity;	

•	 the	stage	of	completion	of	the	transaction	at	the	reporting	date	can	be	measured	reliably;	and	

•	 the	costs	incurred	for	the	transaction	and	the	costs	to	complete	the	transaction	can	be	
measured reliably. 

Interest, royalties and dividends 

Revenue arising from the use by others of entity assets yielding interest, royalties and dividends or 
similar distributions is recognised when: 

•	 It	is	probable	that	the	economic	benefits	or	service	potential	associated	with	the	transaction	
will flow to the entity, and 

•	 The	amount	of	the	revenue	can	be	measured	reliably.	

Interest is recognised, in surplus or deficit, using the effective interest rate method. 

Service fees included in the price of the product are recognised as revenue over the period during 
which the service is performed. 
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1.15 Revenue from non-exchange transactions 
Revenue comprises gross inflows of economic benefits or service potential received and receivable 
by an entity, which represents an increase in net assets, other than increases relating to contributions 
from owners. 

Conditions on transferred assets are stipulations that specify that the future economic benefits or 
service potential embodied in the asset is required to be consumed by the recipient as specified or 
future economic benefits or service potential must be returned to the transferor. 

Control of an asset arise when the entity can use or otherwise benefit from the asset in pursuit of its 
objectives and can exclude or otherwise regulate the access of others to that benefit. 

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange 
transaction, an entity either receives value from another entity without directly giving approximately 
equal value in exchange, or gives value to another entity without directly receiving approximately 
equal value in exchange. 

Restrictions on transferred assets are stipulations that limit or direct the purposes for which a 
transferred asset may be used, but do not specify that future economic benefits or service potential 
is required to be returned to the transferor if not deployed as specified. 

Stipulations on transferred assets are terms in laws or regulation, or a binding arrangement, imposed 
upon the use of a transferred asset by entities external to the reporting entity. 

Recognition 

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as 
revenue, except to the extent that a liability is also recognised in respect of the same inflow. 

As the entity satisfies a present obligation recognised as a liability in respect of an inflow of resources 
from a non-exchange transaction recognised as an asset, it reduces the carrying amount of the 
liability recognised and recognises an amount of revenue equal to that reduction. 

Measurement 

Revenue from a non-exchange transaction is measured at the amount of the increase in net assets 
recognised by the entity. 

When, as a result of a non-exchange transaction, the entity recognises an asset, it also recognises 
revenue equivalent to the amount of the asset measured at its fair value as at the date of acquisition, 
unless it is also required to recognise a liability. Where a liability is required to be recognised it will 
be measured as the best estimate of the amount required to settle the obligation at the reporting 
date, and the amount of the increase in net assets, if any, recognised as revenue. When a liability is 
subsequently reduced, because the taxable event occurs or a condition is satisfied, the amount of 
the reduction in the liability is recognised as revenue. 

Grants and Project funds 

Funding by way of special project grants are disclosed under liabilities as unspent conditional grants 
and receipts. The liability is transferred to revenue when conditions attached to the grants and 
project funds are met. Grants and project funds that are not subject to any conditions are recognised 
as revenue. 

Interest earned on investment of grants and special project funds received is treated in accordance 
with the stipulations set out in the agreement. 

Gifts and donations, including goods in-kind 

Gifts and donations, including goods in kind, are recognised as assets and revenue when it is probable 
that the future economic benefits or service potential will flow to the entity and the fair value of the 
assets can be measured reliably. 
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1.16 Fruitless and wasteful expenditure 
Fruitless expenditure means expenditure which was made in vain and would have been avoided had 
reasonable care been exercised. 

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the 
statement of financial performance in the year that the expenditure was incurred. The expenditure 
is classified in accordance with the nature of the expense, and where recovered, it is subsequently 
accounted for as revenue in the statement of financial performance. 

1.17 Irregular expenditure 
Irregular expenditure as defined in section 1 of the PFMA is expenditure other than unauthorised 
expenditure, incurred in contravention of or that is not in accordance with a requirement of any 
applicable legislation, including -

(a)	this	Act;	or	

(b) the State Tender Board Act, 1968 (Act No. 86 of 1968), or any regulations made in terms of the 
Act;	or	

(c) any provincial legislation providing for procurement procedures in that    
provincial government. 

National Treasury practice note no. 4 of 2008/2009 which was issued in terms of sections 76(1) to 
76(4) of the PFMA requires the following (effective from 1 April 2008): 

Irregular expenditure that was incurred and identified during the current financial and which was 
condoned before year end and/or before finalisation of the financial statements must also be 
recorded appropriately in the irregular expenditure register. In such an instance, no further action is 
also required with the exception of updating the note to the financial statements. 

Irregular expenditure that was incurred and identified during the current financial year and for which 
condonement is being awaited at year end must be recorded in the irregular expenditure register. No 
further action is required with the exception of updating the note to the financial statements. 

Irregular expenditure that was incurred and identified during the current financial year and which 
was not condoned by the National Treasury or the relevant authority must be recorded appropriately 
in the irregular expenditure register. If liability for the irregular expenditure can be attributed to a 
person, a debt account must be created if such a person is liable in law. Immediate steps must 
thereafter be taken to recover the amount from the person concerned. If recovery is not possible, the 
accounting officer or accounting authority may write off the amount as debt impairment and disclose 
such in the relevant note to the financial statements. The irregular expenditure register must also be 
updated accordingly. If the irregular expenditure has not been condoned and no person is liable in 
law, the expenditure related thereto must remain against the relevant programme/expenditure item, 
be disclosed as such in the note to the financial statements and updated accordingly in the irregular 
expenditure register. 

1.18 Budget information 
General purpose financial reporting by entity shall provide information on whether resources were 
obtained and used in accordance with the legally adopted budget. 

The approved budget is prepared on a cash basis and presented by economic classification linked 
to performance outcome objectives. 

The approved budget covers the fiscal period from 2014/04/01 to 2015/03/31. 

The annual financial statements and the budget are not on the same basis of accounting therefore a 
reconciliation between the statement of financial performance and the budget have been included 
in the annual financial statements. Refer to reconciliation of statement of comparison of budget and 
actual amounts. 
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1.19 Related parties 
The entity operates in an economic sector currently dominated by entities directly or indirectly 
owned by the South African Government. As a consequence of the constitutional independence 
of the three spheres of government in South Africa, only entities within the provincial sphere of 
government are considered to be related parties. 

Management are those persons responsible for planning, directing and controlling the activities of 
the entity, including those charged with the governance of the entity in accordance with legislation, 
in instances where they are required to perform such functions. 

Close members of the family of a person are considered to be those family members who may be 
expected to influence, or be influenced by, that management in their dealings with the entity. 

Only transactions with related parties not at arm’s length or not in the ordinary course of business 
are disclosed. 

1.20 Events after reporting date 
Events after reporting date are those events, both favourable and unfavourable, that occur between 
the reporting date and the date when the financial statements are authorised for issue. Two types 
of events can be identified: 

•	 those	that	provide	evidence	of	conditions	that	existed	at	the	reporting	date	(adjusting	events	
after	the	reporting	date);	and	

•	 those	that	are	indicative	of	conditions	that	arose	after	the	reporting	date	(non-adjusting	events	
after the reporting date). 

The entity will adjust the amount recognised in the financial statements to reflect adjusting events 
after the reporting date once the event occurred. 

1.21 Materiality 
Material omissions or misstatements of items are material if they could, individually or collectively, 
influence the decision or assessments of users made on the basis of the financial statements. 
Materiality depends on the nature or size of the omission or misstatements judged in the surrounding 
circumstances. The nature or size of the information item, or a combination of both, could be the 
determining factor. Materiality is determined as 1.5% of total income recognised. This materiality is 
from management’s perspective and does not correlate with the auditor’s materiality. 
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Notes to the Annual Financial Statements 

3.     Property, plant and equipment (continued)
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13.    Revenue (continued)
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Notes to the Annual Financial Statements 

14.   Government grants and subsidies (continued)
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21.   Commitments (continued)
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23.   Realated parties (continued)
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26.   Risk management (continued)
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