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ABOUT
ECDC01

The ECDC draws its mandate directly from the Eastern Cape Development 
Corporation Act (Act 2 of 1997) and is led by the economic development 
priorities of the provincial government, as detailed in the Provincial 
Growth and Development Plan (PGDP), Eastern Cape Provincial Industrial 
Development Strategy (PIDS), the policy statements and budget speech 
of the Member of the Executive Council (MEC) of Economic Development, 
Environment Affairs and Tourism (DEDEAT).

The ECDC Act preamble states that the corporation will “plan, finance,  
co-ordinate, market, promote and implement development of the province 
and its people in the fields of industry, commerce, agriculture, transport and 
finance”.

STRATEGIC GOALS AND 
MEASURABLE OBJECTIVES 
In support of its corporate plan and strategy, the Eastern Cape Development 
Corporation has set itself the following strategic goals. These goals are 
underpinned by strategic objectives and key performance indicators to 
ensure that the goals are achieved and, ultimately, the mandate is fulfilled. 

 GOAL 1: STIMULATE ECONOMIC ACTIVITY 

1.1 Optimise investment in priority sectors of the provincial economy in line  
 with government imperatives. 

 GOAL 2: OPTIMISE ALL RESOURCES TO MAXIMISE INVESTMENT  
 RETURNS AND ATTAIN SUSTAINABILITY

2.1 Attain financial sustainability by exceeding costs. 
2.2 Attain clean audit. 
2.3 Ensure full implementation of efficient organisational resources and  
 systems.
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OUR VISION

To be an innovative leader for 
promoting sustainable economic growth 
and development of the Eastern Cape.

OUR VALUES

INTEGRITY

In all our dealings with all people, 
we are known for our spirit of 
honour, reliability and accuracy.

PROFESSIONALISM

We are defined by our positive, 
presentable demeanor and 
our quest for continuous 
improvement.

ACCOUNTABILITY

We are always ready to give 
truthful, accurate account of our 
use of company time, assets and 
opportunities.

TEAMWORK

None of us is as productive as 
all of us when we complement 
each other to achieve a 
common goal.

INNOVATION

We reflect and embrace 
innovation in all we say, think 
and deliver on.

CUSTOMER CENTRISM

We place maximum value on the 
centrality of the customer on 
our mandate.

OUR MISSION

To promote sustainable 
socio-economic development in the 
Eastern Cape through focused:
 Provision of innovative enterprise  
	 development	financial	services
 Leveraging of resources, strategic  
 alliances, investment and partnerships

CORE BUSINESS AREAS
To be a development finance corporation for the stimulation of economic growth in the Eastern Cape, ECDC 
renders a variety of services related to the following operational areas: 
• Development finance and business support 
• Innovation, trade and investment promotion and co-ordination
• Properties
• Strategic projects

There are also two tranversal service delivery support pillars supporting the operational areas, which are:
• Support services
• Economic intelligence 
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CHAIRPERSON’S
FOREWORD

02

As the Eastern Cape Development Corporation (ECDC) approaches the 
20-year milestone since it was promulgated in 1997, it does so facing 
some trying circumstances, which are due to a number of factors.

Among these can be counted: a global economy that has struggled to recover 
since the financial sector-inspired tremors of 2008; sluggish growth of a 
South African economy whose productive capabilities in core sectors, such 
as mining and even agriculture, have been shrinking; a high unemployment 
rate in the country and an even higher-than-average unemployment rate in the 
Eastern Cape; and ever-rising demands for social spend against an increasingly 
strained fiscus. 

Against such circumstances, the envelope for an interventionist allocation of 
state resources towards stimulating economic activity – the core business 
of ECDC and similar economic development agencies and financiers – also 
becomes constrained. This is why government has moved to re-interrogate 
the mandates and efficacy of development facilitation and support entities 
under its control, and has challenged them to work smarter in light of resource 
challenges.

In the past year, ECDC has invited its fair share of these interrogative processes 
by our shareholder department, by other partners in government, by the 
Auditor-General, by the Portfolio Committee we account to in the Provincial 
Legislature, and by the entrepreneurial community we support and do 
business with. This we have welcomed: it has happened as we roll out the 
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The	past	financial	year	
has seen a stabilised 
ECDC under a new 

committed leadership. 
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corporate strategy that we revised at the end of 2014 and kicked into play at 
the beginning of 2015, and it sharpens our ongoing critical self-reappraisals as 
we do so.

The past financial year has seen a stabilised ECDC under a new committed 
leadership. As this report shows, we have also witnessed renewed vigour 
to deliver against goals and targets by our 180-strong team of executives, 
managers and other colleagues in the full-time employ of the organisation. We 
have seen the organisation perform with aplomb even in new areas of work 
we have ventured into, such as the social infrastructure programme that ECDC 
has been tasked with. 

We have also seen a determined push on the part of the leaders of the 
organisation to pursue other new projects, and mobilise support towards 
delivering on new opportunities.  

In driving all these actions, we continue to labour under constraining budgets 
– constrained allocations from the provincial fiscus, while what is generated 
from our own assets is not going to be enough until we have resources to 
improve our asset stock to a state where it yields a level of returns adequate to 
support operations, innovation and development finance availed to deserving 
entrepreneurs.  

That said, and challenges notwithstanding, 
the future remains promising for ECDC. 
   
Finally, I would like to take this opportunity to extend a word of gratitude 
to: fellow directors on the board for all their contributions in steering the 
organisation and ensuring good governance and minimal turbulence; the 
CEO of the organisation, Ndzondelelo Dlulane, for his calm but determined 
leadership and exemplary work ethic; the 180-member team of ECDC for their 
commitment to making ECDC a winning organisation and sharpening their 
astuteness at balancing the imperatives of development and sustainability; the 
Portfolio Committee for its firm, critical hand that has assisted our righting of the 
ECDC ship; and the leadership of the Department of Economic Development, 
Environmental Affairs and Tourism (DEDEAT) for their unfailing support.

Last but not least, we are indebted to the Honourable MEC for Finance, 
Economic Development, Tourism and Environmental Affairs, Sakhumzi Somyo, 
who continues to provide the valuable strategic counsel, support and guidance 
to the board. 

NHLANGANISO DLADLA
Chairperson of the board

180
ECDC TEAM

We have seen 
the organisation 
perform with 
aplomb even in new 
areas of work we 
have ventured into.
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115 jobs
3 700 ha

CREATED AT THE NCORHA 
AND MQANDULI SITES

RED HUB
MAIZE/SORGUM 

MEGA-FARM
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BOARD
OF DIRECTORS

NHLANGANISO 
DLADLA 
Chairperson of the board
Chairperson - Governance 
and Nomination 
Committee

LOYISO 
JIYA
Deputy Chairperson of 
the board
Chairperson - Funding and 
Investment Committee

PAMELA 
BOSMAN
Chairperson - Audit, 
Risk and Compliance 
Committee

NDZONDELELO 
DLULANE
Chief Executive 
Officer

BULELWA 
NQADOLO

SANDILE 
SENTWA
Chief Financial 
Officer
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MZUVIKILE
MAQETUKA
Chairperson - 
Social and Ethics 
Committee

SIMPHIWE 
THOBELA

MATHOBELA 
SISHUBA

NANDI 
SIWAHLA-MADIBA
Chairperson - 
Human Resources and 
Remuneration

MALUSI 
DAMANE
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NHLANGANISO DLADLA: Chairperson of the board Appointed 01/10/2014

Committees: Governance and Nomination Committee (Chairperson)

Qualifications: B.Com (University Botswana and University of Swaziland); MBA (Bentley 
University); and Masters degree in Education (Ed.M) (Harvard University)

Current position: Senior Associate: NMMU Centre for Integrated Post School Education and 
Training, Coordinator: Ilima Community Economics

Directorships: Nelson Mandela Institute for Education and Rural Development

LOYISO JIYA: Deputy Chairperson of the board Appointed 19/10/2011

Committees: Funding and Investment Committee (Chairperson); and Governance and 
Nomination Committee

Qualifications:  MBA Finance (cum laude) (University of Massachusetts, Amherst); BA 
Hons (Economics)(UCT); and BA (Economics and Industrial Sociology)(Rhodes)

Current position: Executive Chairman: Jiya Associates

Directorships: Bannow Africa, RTI Holdings and RTI Energy Africa

PAMELA BOSMAN Appointed 01/10/2014

Committees: Audit, Risk and Compliance Committee (Chairperson); Funding and 
Investment Committee; and Governance and Nominations Committee

Qualifications:  CA (SA), B.Com, Accounting (University of Natal); Honours Bachelor of 
Accounting Science (University of South Africa); and Postgraduate Diploma in Auditing 
(University of South Africa)

Current position: Chairperson: Lumoka Chartered Accountants

Directorships: Kwazulu-Natal Sharks Board, Luwa Group and Nuclear Energy 
Commission of South Africa (NECSA)

NDZONDELELO DLULANE: Chief Executive Officer Appointed 01/01/2015

Qualifications:  B.Agric (University of Fort Hare); B.Agric Honours (University of Fort 
Hare); and Master of Business Leadership (University of South Africa)

BULELWA NQADOLO Appointed 03/11/2009

Committees: Audit, Risk and Compliance Committee, Funding and Investment 
Committee

Qualifications:   B.Acc, Financial Accounting (University of South Africa); Individual 
Professional Certificate, Public Financial Management (University of London); MSc, 
Public Policy and Management (University of London)

Current position:  Deputy Director General: Municipal Financial Governance, 
Eastern Cape Treasury

SANDILE SENTWA Chief Financial Officer Appointed 08/2012

Qualifications:   B.Comp (University of Transkei); Certificate in Theory of Accounting; 
Honours (UNISA); Higher Diploma in Auditing; and SAICA ITC (QE1)
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MZUVIKILE MAQETUKA Appointed 08/11/2012

Committees: Social and  Ethics Committee (Chairperson); and Human Resources and 
Remuneration Committee

Qualifications:  BA, Honours (University of Westminister, UK); and Certificate in Strategic 
Management (University of Stellenbosch Business School)

Directorships: SacOil Limited, Karoo Mining Development, Ernest Maqetuka Family Trust 
and Future Foresight Group

SIMPHIWE THOBELA  Appointed 15/09/2014

Committees:  Funding and Investment Committee; and Social and Ethics Committee

Qualifications: B.Com, Logistics (University of South Africa); Post Graduate Diploma in 
Public Management (Regenesys School of Public Administration); and Masters In Town 
and Regional Planning (University of KwaZulu-Natal)

Current position:  Director: NLKN Holding

Directorships:  ILIMA Trust

MATHOBELA SISHUBA  Appointed 01/10/2014

Committees:  Audit, Risk and Compliance Committee, Human Resources and 
Remuneration Committee; and Governance and Nominations Committee

Qualifications: B.Juris (University of Transkei); and LLB (University of Transkei)

Current position:  Advocate of High Court, Member of the Society of Advocates of 
Transkei and Bhisho affiliated with the General Council of the Bar of South Africa

Directorships:  Mayibuye Transport and Zulukama Development Trust

NANDI SIWAHLA-MADIBA Appointed 15/09/2014

Committees: Human Resources and Remuneration Committee (Chairperson)          
Audit, Risk and Compliance Committee, Social and Ethics Committee

Qualifications: B.Comp, Honours; Post Graduate Diploma, Financial Management

Current position: Executive Chairman and Sole Director: About Survival Consulting 
Agency (ASCA); Consulting Advisor: Governance & Financial Management

Directorships:  Audit committee member - Gauteng Provincial Legislature Board, Mine 
Health and Safety Council, National Heritage Council, Mpumalanga Department of 
Social Development, Eastern Cape Provincial Treasury & Eastern Cape Department 
of Social Development; as well as risk committee member - Department of Energy, 
Tshwane North TVET & Mpumalanga Department of Agriculture

MALUSI DAMANE Appointed 15/09/2014

Committees:   Funding and Investment Committee; and Human Resources and 
Remuneration Committee

Qualifications: BA (University of Fort Hare); BA, Honours (University of Fort Hare); and 
Master of Arts, Anthropology (Boston University)

Current position: Director: Mirrione
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03 CEO’S
REPORT

There is no doubt that the past financial year has been one of the most 
tumultuous that the province and South Africa has faced in some time.
Development financiers like the Eastern Cape Development Corporation 
(ECDC) have carried out their much-needed but challenging mandates 
of stimulating the economy against the backdrop of lacklustre economic 
performance and low growth forecasts.

The corporation was also hit hard by a qualified audit opinion in the 2014/15 
financial year, a position that ECDC was not accustomed to. We set ourselves 
the task of focusing on getting the corporation out of this quandary as it 
negatively impacted on further economic development programmes for the 
benefit of the province.  

Yet ECDC is resilient. A timeous strategic overhaul in 2014 helped shapeshift it 
into an organisation that is clear about its goal and the roadmap it needs to take 
in order to be better able to deliver on its mandate of economic development.

ECDC’s strategy is now configured so that it can provide maximum impact to 
the province focusing on four key areas: 
• Development finance and business support
• Innovation, trade and investment promotion and co-ordination 
• Properties
• Strategic projects

This is all geared towards facilitating inclusive socio-economic development 
and growth through providing small, medium and micro enterprise (SMME) 
development and support.

The adoption of the revised strategy has led to the repositioning of the property 
environment into three main streams:
• Property investment, which mainly focuses on development and investment 

on ECDC’s vacant land, commercial and industrial properties
• Property management, which focuses on the disposal of the non-core and 

non-performing element (residential) of this portfolio while enhancing the 
contracts/lease management of the retained stock

• Facilities management, which seeks to manage the major cost drivers, such 
as security, property rates and taxes, and maintenance.

ECDC’s refocused properties is driven by a strategy to maximise returns 
from this portfolio for reinvestment into other strategic economic propellers. 
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Despite the 
challenges of the 
year	under	review,	

ECDC’s development 
finance	function	disbursed	
a total of R92.3 million, 
which went to 260 SMMEs, 
resulting in the creation of 
1 875 jobs. 
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Implementation of this strategy started in the review year; it will yield results in 
the coming financial years, with partners brought on board to help in improving 
the value and returns of this portfolio.

The property portfolio with its focused structure has transformed into an agile 
business unit with forecasts to return yields of 10% to 12% on its R1.1 billion 
asset base in the coming years.

In the year under review, property income rose to R69.5 million as occupancy 
levels increased, as evictions (where necessary) were speedily attended to, and 
as improved lease agreement arrangements were put in place. This revenue is 
up on last year when ECDC collected R61 million.

Despite the challenges of the year under review, ECDC’s development finance 
function disbursed a total of R92.3 million, which went to 260 SMMEs, resulting 
in the creation of 1 875 jobs. 

The loan revenue collections in the year under review amounted to  
R136.3 million. It should be noted that loan repayments play a crucial role as 
this is the only source of financing the loan book.  

The loan book continues to reflect the need for short-term funding.  Nexus – and 
in particular, the construction sector – received the lion’s share of financing. In 
all, 31 loans valued at R41.8 million (49%) were disbursed to this sector. This 
was followed by the service sector, which received R32.7 million (38%).

The loan book currently reflects a healthy portfolio structure of 72.7% long- 
term loans and 27.3% short-term loans. While repayment on short-term loans 
is good for liquidity management, ECDC’s focus in the long term is on building 
a more sustainable loan book by raising more long-term loans for annuity.

Despite current conditions, SMMEs improved their loan repayments to 73%, up 
5% on the previous year, which is noteworthy.

These results are due in no small part to the astuteness of our development 
finance team when making their upfront financial assessments and conducting 
their due diligence and ongoing monitoring of the loan book performance. 

These results should also be contextualised with the understanding that ECDC 
lends primarily to enterprises at the lower end of the market, which do not 
have collateral and to whom ECDC lends solely against cash flows. It means 
that, in tough times, these businesses, unlike their more experienced, skilled 
and established counterparts, struggle to honour their financial commitments; 
hence the relatively high impairment rate.

Mitigating the high impairment rate calls for close monitoring of these SMMEs, 
which translates to concomitant high transaction costs, reflecting the cost of 
balancing sustainability and a development mandate.  

In the year under review, ECDC embarked 
on sector development and other business-
related skills through its non-financial 
support instruments benefiting more than 
940 SMMEs. ECDC’s incubation programme 
benefited 39 incubated enterprises in the 
information and communications technology 
(ICT) and automotive sectors.
Together with its subsidiary, the Automotive Industry Development Centre 
Eastern Cape SOC Ltd, and the Buffalo City Metropolitan Municipality, ECDC 

5%
LOAN REPAYMENTS

R69.5m
PROPERTY INCOME

R92.3m
DISBURSED TO 260 SMMEs

1 875 jobs created
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established an auto incubation centre in Fort Jackson to help develop and 
nurture young entrepreneurs who will feed into the automotive sector 
(including original equipment manufacturers) as part of developing the 
Mdantsane township economy.   
 
ECDC also continued to support the ICT and film incubator, the Eastern Cape 
Information Technology Initiative, benefitting 34 incubated enterprises.
 
These small enterprises based in the two incubators supported by ECDC have 
generated a total of R11.8 million in turnover and created and/or maintained 
83 jobs.

In contributing to the growth of the provincial economy with meaningful 
impact, ECDC, through its innovation initiative, continues to identify, develop 
and support budding entrepreneurs. The majority of these entrepreneurs 
are aspiring young black industrialists in key strategic sectors, such as agro-
processing, marine and aquaculture, renewable energy, manufacturing and 
industrial mining. ECDC leveraged more than R19.8 million from strategic 
partners to support this initiative, which resulted in 614 jobs realised.  

Our investment promotion activities, which are aimed at attracting both 
local and foreign direct investment, have also made substantial impact, with  
R1.8 billion in investments in wind energy, creating more than 960 jobs.

The corporation’s integrated social infrastructure development programme has 
also contributed towards stabilising the R90 million water reticulation system 
in the Makana Local Municipality. This unit has benefited from additional 
resources in procurement, which have had a marked effect on effectiveness 
and efficiency of our procurement processes.

In the 2016/17 financial year, the corporation 
will focus on the following priority areas:
• Revitalisation of industrial parks, Vulindlela Heights in Mthatha, Fort Jackson 

in East London and Dimbaza just outside King William’s Town
• Through strategic projects, with its full potential and capacity, deliver 

integrated social infrastructure development projects in partnership with 
key stakeholders, such as the Department of Education, Department of 
Health, Department of Roads and Public Works, the Development Bank of 
Southern Africa, and the Department of Trade and Industry (dti)

• Through development finance and business support, focus more on key 
sectors like agro-processing, construction, manufacturing, renewable 
energy, aqua-culture and the ocean economy

• Further increase intensity of the disposal of non-core and non-performing 
costly properties to unleash revenue for investment while maximising the 
returns from retained stock

• Continuing to strive for a clean audit.

In conclusion, my gratitude goes to the Board of Directors under the leadership 
of Chairperson Nhlanganiso for its support, wise guidance and strategic insight. 
It is heart-warming to see your very real commitment to delivering on the 
ECDC mandate and making a real difference to the lives of the people of our 
province. This past year has been noteworthy, as our results have shown, and 
I look forward to further successes in the coming year as we continue to roll 
out ECDC’s revised strategy.

To ECDC’s executive team and employees, thank you for your support and 
diligence in carrying out ECDC’s mandate with relentless commitment, 
enthusiasm and diligence, striving always to make the Eastern Cape the place 
to work, play and invest. 

NDZONDELELO DLULANE 
Chief Executive Officer

The corporation’s 
integrated 
infrastructure 
development 
unit has also 
contributed 
towards stabilising 
the R90 million 
water reticulation 
system	in	the	
Makana Local 
Municipality.

R1.8bn
over 960 jobs created

WIND ENERGY 
INVESTMENT
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MXOLISI LINDIE   
Chief Economist

SANDILE SENTWA    
Chief Financial Officer

NDZONDELELO DLULANE   
Chief Executive Officer

NOSIPHO NGEWU    
Executive Manager: Office of the CEO

DAVID MANDELL    
Acting Executive Manager: Development Finance and Business Support

BABINI MELITAFA    
Executive Manager: Integrated Social Infrastructure Development Programme

From left to right:

EXECUTIVE
MANAGEMENT
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04 FINANCIAL
REVIEW

The 2015/16 financial year was an eventful year for ECDC’s finance 
unit. It increased its capacity in order to support the implementation 
of infrastructure projects managed by the corporation and on behalf of 
other organs of state.  

The unit continues to provide innovative financial and support services to 
various operational and support functions of the corporation in the delivery of 
the core business with the aim of driving the goals of the organisation. 

Furthermore, the office of the chief financial officer continues to focus on 
ensuring that the delicate balance between financial sustainability and the 
development mandate is achieved. 

CORPORATE SUSTAINABILITY
The finance unit’s goal for the period under review was to improve organisational 
processes and systems. The objective was to develop a business case for an 
enterprise resource plan (ERP) for integrated reporting in order to improve 
efficiencies. I am pleased to report that a business case has been finalised, 
a solution has been acquired and we are now at the implementation stage. 
The objective of this system is to improve efficiencies in as far as reducing the 
operating cost to income ratio to break even. 

In essence, the improvement of the cost to income ratio should ensure financial 
sustainability. The ERP system improves efficiencies while sound governance 
improves the audit outcome and compliance with legal requirements.

There was also a significant focus on improving the turnaround time for loan 
disbursements to customers to 72 hours. I am pleased to report that this target 
has been achieved, indicating ECDC’s efforts toward assuming the position of 
a responsive and customer-centric development financier. 

The unit also placed great emphasis on improving governance to ensure 
that issues relating to the prior year’s qualified opinion were resolved and 
an unqualified audit report was achieved for the year under review. ECDC 
is also compliant with regulations and legal prescripts governing the use of  
public assets.  
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The corporate 
finance	unit’s	
goal for the 

period under review 
was to improve 
organisational 
processes	and	systems.
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BALANCE SHEET
ECDC’s balance sheet remains strong with its total group assets exceeding 
total group liabilities by R1.2 billion (Company: R1.1 billion). The driver for this 
positive book value was mainly an increase in the value of investment properties. 
Currently, ECDC’s balance sheet does not reflect its developmental goals in 
that the loan book compared to investment properties is disproportionate, 
taking into account ECDC’s DFI role. For example, the balance sheet reflects 
an investment property value of R1 billion compared to R83 million for loans. 

We are proud to report that the Development Bank of Southern Africa loan was 
repaid in full in April 2016.

 

Loans and investments should ideally make up a bigger proportion of the 
balance sheet. Generally, DFIs need to have a combination of an investment 
earning book and loans. This necessitated that ECDC’s board take a decision 
to dispose of a certain portfolio within the corporation’s investment properties 
in order to improve the corporation’s cash availability for its development 
mandate. 

Currently, the cost of packaging development loans is incurred by ECDC 
without shareholder funding or capitalisation. ECDC, therefore, generates 
its own funds for disbursal to SMMEs through loan repayments. The cost of 
packaging loans remains high, further compromising ECDC’s cash position. 
Ongoing discussions with the shareholder for adequate capitalisation of ECDC 
to deal with the costs of packaging loans. 

As of March 31, 2016, the total cash flow position of ECDC was R247 million. 
The liquidity position was affected by the continuous increase in the debtors’ 
book, driven by the non-payment of rentals by residential tenants. As of March 
31, 2016, the unpaid rental book stood at R245 million for the entire portfolio 
of which 97% of the balance was impaired. 

FINANCIAL PERFORMANCE
The corporation’s bottom-line increased from R72 million to R99 million during 
the review period. This increase in profit was driven primarily by growth in the 
value of ECDC’s investment properties to R172 million from R150 million in the 
previous year. 

R247m
TOTAL CASH FLOW

Balance sheet items for the past 5 years (R millions)

Investment property
Property, plant and equipment
Investments and loans in 
subsidiaries and associates
Investments
Loans advances
Trade and other receivables
Cash and cash equivalents

1 041 744 675 605879

24

25
26

27

25

48

43
44

90

45

32

32
33 56

32

83

139
135 128

102

34

20
16 46

20

247

470

229 359

279

2016 2015 2014 2013 2012
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Sources of income (Rand millions)

Rental income
Interest on loans
Interest on rentals
Government grants
Other income
Investment income: bank and other
Revaluation

54,8559,9865,7671,5675,18

24,5121,1622,1922,4622,99 15,4214,6215,3120,4822,49

92,16
146,99

202,72171,76154,17 8,94

13,14

7,1726,6728,58

17,91

8,70

9,5010,9510,90

44,84

65,38

75,07

149,57171,77

2016 2015 2014 2013 2012

Percentage turnover on average investment property

2016

2015

2014

2013

2012

0% 5% 10% 15% 20% 25%

7.8%
8.9%
9.5%
9.5%
9.3%

INCOME

 

Total income excluding fair value gains and investment revenue declined by 
R9.5 million (3%) from R313 million in the previous year to R303 million in the 
period under review. The most noticeable variance in the sources of income is 
the 10% decrease in government grants. This decline was mainly attributable 
to the lower government grants received in the current year as a result of  
the R30 million budget cut imposed on transfers to ECDC in the 2015/16 
financial year. 

Interest on rental debtors also grew by R2 million from R20 million in 2015 to 
R22 million in the review period. Other income provided a healthy return of R28 
million in 2016, reflecting an increase of R2 million from the previous financial 
year.

The turnover on average on investment properties declined from 8.9% 
in 2015 to 7.8% in 2016. This was mainly due to the growth in the value of 
ECDC’s investment properties coupled with the sluggish growth in lease 
rental renewals and escalations. ECDC is faced with a challenge of improving  
the efficiency of the investment property portfolio in order to reverse the 
declining ratio.  

R303m
TOTAL INCOME
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EXPENDITURE
Although operational expenditure is down by 5% compared to the previous 
financial year, the current year includes non-recurring expenditure of R23 million 
surrendered to the Department of Economic Development, Environmental 
Affairs and Tourism. 

The total operating expenditure incurred by investment properties remains 
high with rates and taxes of R19 million, water and electricity at R17 million as 
well as building and security services at R14 million, making up the majority of 
the costs. A facilities management initiative is being implemented to manage, 
reduce and recover property operating costs from tenants.

SUBSIDIARIES AND ASSOCIATES
All ECDC subsidiaries and associates’ balance sheets reflect a going concern 
position with the exception of Oceanwise (Pty) Ltd. A total of four out of seven 
subsidiaries earmarked for deregistration in the previous financial year have 
been lodged for deregistration. These include Ikhala Aloe (Pty) Ltd, Worthytrade 
93 (Pty) Ltd, Umtata Small Industries Complex (Pty) Ltd and Eastern Cape 
Marketing Authority (Pty) Ltd. Only the Eastern Cape Marketing Authority has 
not been deregistered at the time of this review.

The three subsidiaries which have not yet been deregistered are Transido SOC 
Ltd, Windsor Hotel SOC Ltd and a section 21 company which is not a subsidiary 
of ECDC (Tourism Infrastructure Development Corporation). Transido SOC Ltd 
and Windsor Hotel SOC Ltd are in the process of transferring their properties to 
ECDC before deregistration is lodged.

Due to the nature of the going concern issues in Oceanwise and the 
unavailability of funding from ECDC and the Industrial Development 
Corporation, the company has not been consolidated in the current financial 
year and is reported as a discontinued operation.

ECDC has also received the section 54(2) approval from the MEC of the 
Department of Economic Development, Environmental Affairs and Tourism 
to place the Oceanwise (Pty) Ltd subsidiary into liquidation or alternatively 
dispose of ECDC’s shareholding to interested parties. The company was placed 
into liquidation, following the approval of the MEC.

SANDILE SENTWA
Chief Financial Officer

OPERATING EXPENDITURE

5%
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COMMERCIAL
AND RESIDENTIAL
PROPERTIES =

REPOSITIONED
PROPERTY UNIT

PROPERTY INVESTMENT
PROPERTY MANAGEMENT
FACILITIES MANAGEMENTR1.1bn
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DEVELOPMENT FINANCE

2015/16 HIGHLIGHTS

1 242 jobs
CREATED THROUGH LOAN FINANCING

700 jobs
CREATED THROUGH IMVABA 

CO-OPERATIVES FUND & JOB STIMULUS FUND

260 SMMEs
DISBURSED TO

R92.3m

ECDC is 
seen as a 
pillar of the 
community

Overall loan 
repayments 
remain stable

FINANCING TO 
WOMEN-OWNED 

BUSINESSES

59%
FINANCING TO 
YOUTH-OWNED 

BUSINESSES

119%
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The Eastern Cape Development Corporation (ECDC) has firmly established 
itself as the development financier of choice for many small to medium 
business enterprises throughout the province.

Results of a 2015 customer satisfaction survey showed that the corporation 
is a pillar within the community. It is trusted and well-respected, and its loyal 
customers recommend it to fellow entrepreneurs.

Customers’ vote of confidence comes at a time when access to finance 
has tightened due to the difficult economic conditions that are expected to 
continue for some time. It also comes when development finance, the lifeblood 
of SMMEs, has become essential for continued economic transformation.

Yet the challenge for development financiers, such as ECDC, is to adeptly 
balance the imperatives of financing businesses that do not have the 
traditional collateral in place, managing the associated higher risks, dealing 
with contracted government funding and increased demand for finance, 
and ensuring acceptable levels of return on investment while still achieving 
economic transformation for those it funds.

Hence, ECDC’s finance products are progressively designed with cognisance 
of these imperatives to achieve maximum development impact, underpinned 
by the realisation that small business holds the key to enhanced economic 
growth and development in the province. 

In order to further stimulate lending that is aligned with the development 
imperatives, the unit has also reconstituted its credit vetting process by 
establishing a credit risk investment committee, separating the sales and 
credit functions. 

SHORT-TERM AND LONG-TERM LOANS 
ECDC’s short-term loans have a duration of no longer than six months. These 
are contractor loans, invoice-based loans and traditional small loans. Its long-
term finance products are for a period of up to 60 months and a maximum 
value of R20 million. These products include traditional and equity financing.

This finance is partnered with other resources in order to build businesses 
with sufficient business prowess to ensure sustainability, particularly during 
difficult economic conditions.

However, when businesses encounter challenges that result in sporadic 
payments or defaults on repayments, ECDC brings these clients into mentoring 
programmes, which can include restructuring the current debt, as well as 
other strategies to position the business for sustainability.

The net result of this finance armoury during the past year has helped the 
corporation maintain its disbursement levels of 2014/15 with R92.3 million 
disbursed to 260 enterprises. Access to development finance has resulted in 
1 242 jobs being created, retained or saved during this period.

Financing to women-owned enterprises amounted to R26.3 million in the 
review year. Disbursement against these loans constituted 28% of the year’s 
total. The total of 115 women-owned SMMEs financed in 2015/16 created a 
total of 676 jobs.

Similarly, financing to youth-owned business also grew significantly: 106 
youth-owned businesses received R34.7 million, which represented a 119% 
increase on the previous year’s performance. Additionally, having access to 
finance enabled these youth-owned SMMEs to create 826 jobs.

Invoice-based loans enjoyed the largest share of the loans at R44.8 million, 
growing by R6 million (16%) and representing 49% of the loans disbursed in 
the previous review period. 

DEVELOPMENT FINANCE

Results of a 
2015 customer 
satisfaction	survey	
showed that the 
corporation is a 
pillar within the 
community.

JOBS CREATED

676
BY WOMEN-OWNED 
ENTERPRISES

BY YOUTH-OWNED 
ENTERPRISES

826
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On the other hand, contractor loans fell by R7.3 million (17%) to R34.9 million. 
This class of loan represented 38% of total loan disbursement. Together with 
invoice-based loans, these made up 87% of the 2015/16 loans.

Small business or start-up loans stood at R2.6 million (3%) in 2015/16. 
Disbursements for this category totalled R6.6 million in 2015/16, which 
represented a significant drop of 60%.

Term-defined debt financing accounted for R9.9 million (11%) of the loans, an 
improvement of R1.2 million (14%) from the previous year’s performance for 
this loan category. 

ECDC’s disbursements also reflect a geographic and much-needed bias 
towards to the eastern part of the Eastern Cape. Disbursements for this area 
totalled R69.9 million, 76% of loans disbursed in the review period.

Notwithstanding the prevailing conditions, ECDC clients have improved their 
repayment record, which rose to 73%, up from 68% in the previous year.

Testament to the development finance team’s robust management of the 
finance portfolio is the conservative increase in impairments, which rose to 
68%, only four percentage points up on last year’s impairment rate of 64%, 
despite the economic conditions that weakened significantly.

In the long term, ECDC plans to build a loan book that is biased towards long-
term loans. However, this is dependent on improved economic conditions and 
the relaxing of demand for short-term loans. This should lead to improved 
profitability of the finance portfolio, stimulating organic growth in liquidity.

During the past year, ECDC undertook an in-depth analysis of its outstanding 
(arrears) loans for the past seven years. The value of this part of the book is set at  
R108 million; 60% of this is long term due to the nature of the higher values 
that are lent on this category. Generally, however, a large portion of these 
loans have underlying security and can be recovered.

On the other hand, due to the transient nature of short-term loans, clients 
who default of these deals are unlikely to service these loans once in default. 
However, in all cases of defaulting clients, ECDC exhausts all legal channels 
to make a recovery.

It was also noted that since 2012, the number of impaired loans has dropped 
significantly and the impairment rate of the loan book, without the historical 
loan portion, would improve to 46%. This is a result of a more robust and 
tighter management approach to mentoring clients whose businesses face 
difficulties, as well as improving cession management in respect of invoice-
based loans. Payments from small traditional loan clients were sporadic or in 
default and made up 20% of all defaulting clients. 

Approvals, disbursements and number of SMMEs 
per finance product
Product Approvals Disbursements Disbursements Number of 

SMMEs
R R % %

SHORT-TERM 
Powerplus: Start-up   3 089 228   2 645 789   3%   16
Nexus: Invoice-based 46 954 235 44 801 037 49% 228
Workflow: Contractor 27 305 274 34 947 052 38%     9

LONG-TERM
TermCap: Term-
defined debt financing

  9 372 262   9 919 099 11%     7

86 720 998 92 312 978 260

SHORT-TERM LOANS TO 

253 SMMEs

long-TERM LOANS TO 

7 SMMEs

APPROVED LOANS
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45+36+6+6+3+2+1
Construction  

R41 835 799
31 SMMEs

EASTERN CAPE JOBS FUND 
During the 2015/15 financial year, demand for Eastern Cape Jobs Stimulus Fund 
support was largely from companies in distress and where job losses would 
be a natural consequence. The Jobs Fund disbursed more than R5 million to  
10 clients. This is close to a 17% increase on the previous year’s disbursements 
of R4.25 million. This meant that 583 jobs were saved, an increase of 37% on 
the number of jobs saved in the previous year.

In the coming year, ECDC, with the Department of Economic Development, 
Environmental Affairs and Tourism (DEDEAT), is revising current policies to 
support these companies.

IMVABA CO-OPERATIVES FUND
In the review period, 17 co-operatives were approved for the Imvaba  
Co-operatives Fund, above the targeted 16 co-operatives in 2015/16. A total 
of R8 million was approved and it enabled the creation of direct employment 
for the 127 members of the 17 co-operatives.

Strategic partnerships, aimed at improving coordinated support to co-
operatives, have been instrumental in soliciting a quality pipeline of 
applications in the review period.

Disbursements of loans per sector

Geographic spread of loans

45% 36% 6% 6% 3% 2% 1%
Services 

R32 733 967
198 SMMEs

Manufacturing
R5 913 225

9 SMMEs

ICT
R5 827 949

10 SMMEs

Agro-processing   

R2 956 410
1 SMME

Hospitality/Tourism   

R1 803 350
4 SMMEs

Retail
R1 242 278

7 SMMEs

CHRIS HANI

ALFRED NZO

AMATHOLE

JOE GQABI

NELSON MANDELA BAY

BUFFALO CITYSARAH BAARTMAN

OR TAMBO

28%
41 smmes

27%
105 smmes

18%
37 smmes

11%
6 smmes

7%
35 smmes

3%
24 smmes

1%
5 smmes

4%
7 smmes

OR Tambo
R25 484 454

Buffalo City Municipality
R24 537 620

Nelson Mandela Bay
R17 110 162

Alfred Nzo
R10 165 783

Amathole
R6 639 652

Sarah Baartman
R3 283 761

Chris Hani
R2 793 816

Joe Gqabi
R1 297 731

JOBS CREATED

127

The Jobs Fund 
disbursed more 
than R5 million to 
10 clients.
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FEZ
BUILDING 
CONSTRUCTION

141
JOBS CREATED

LOANS APPROVED

R2.8m
VALUE OF PROJECTS

R83.8m
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Loans

Eastern Cape Jobs 
Stimulus Fund

Imvaba 
Co-operatives Fund

Automotive Industry 
Development Centre

1 242
583
120

31

1 976
JOBS CREATED

For example, a total of seven potato growing co-operatives within the OR 
Tambo district received R3.3 million in 2015/16. This can be attributed to the 
partnership the Imvaba team has forged with Kei Fresh Produce Market in 
Mthatha. 

In the Alfred Nzo district, Umzimvubu Local Municipality’s local economic 
development unit and DEDEAT’s Alfred Nzo regional office helped identify 
six potential applicants. This resulted in the approval of two co-operative 
applications for total funding of R1 million in the review period. 

In the Joe Gqabi district, ECDC forms part of a local economic development 
forum aimed at establishing collaboration for the economic development 
of the region and leveraging of partner resources. Other members include 
DEDEAT’s regional office, Joe Gqabi Development Agency and Joe Gqabi 
District Municipality’s local economic development unit. 

Consequently, the forum identified eight potential applicants for the Imvaba 
Co-operatives Fund, of which four co-operatives were approved with total 
funding of R1.6 million in the review period.

IMPACT
Construction has consistently been one of the Eastern Cape’s best performing 
sectors, as was the case in the last quarter of 2015, according to Statistics 
South Africa. In line with the supporting sectors of the province, particularly 
those that are strong on job creation, ECDC disbursed R34.9 million in  
14 loans to nine SMMEs in this sector.

Equally pleasing was that these established 
construction companies are involved in 
important infrastructure projects that will 
provide socio-economic upliftment in the 
eastern part of the Eastern Cape. 

Fez Building Construction, a long-standing client of the corporation, built 
three schools, in Butterworth, Engcobo and Idutywa, as well as upgraded the 
Maloti College in the Matatiele municipal area. The value of projects totalled  
R83.8 million; loans for R20.8 million were approved. These projects created 
141 jobs with the wage bill totalling R2.7 million. These projects create 
significant impact as unemployment rates in these areas range from 38.3% to 
45.7%, rising to 55.7% among the youth.

MC Bavu JV TP Construction was involved in two notable projects: the Mthatha 
Maxwele Municipal clinic with adjoining staff accommodation, valued at  
R20.9 million (ECDC financing for the project came to R3.1 million); and 
renovation of the magistrate’s office in KwaBhaca (Mount Frere). Fifty jobs 
were created and R1.7 million in wages were paid.

Zingwazi Contractors built a R22.7 million multi-purpose community hall in 
Bizana, which created 21 jobs. ECDC financing for the project amounted to 
R4.9 million.
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BUSINESS SUPPORT

2015/16 HIGHLIGHTS

ENTERPRISES SUPPORTED
292

ENTERPRISES 
SUPPORTED THROUGH 
CREATIVE INDUSTRIES 
PROGRAMME112

146 ( 50% )
WOMEN-OWNED

93 ( 32% )
YOUTH-OWNED

automotive / film and ict incubators:
39 smmes 83 jobs R11.8m TURNOVER
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While the provision of finance products remains critical for ECDC to reach 
its high-performing development finance aspirations, access to finance is 
but one of the obstacles that impede the sustainable development of small 
enterprises. 

Therefore, in the review period, ECDC intensified its approach towards 
enterprise development support services designed to assist existing loans 
clients, walk-ins at ECDC offices throughout the province, and small business 
owners and managers that form part of ECDC networks. 

STREAMLINING SERVICE OFFERING 
An impact assessment study assessed the socio-economic impact of ECDC’s 
non-financial support services from 2010/11 to 2014/15. This study provided 
critical inputs for streamlining ECDC’s enterprise development offering during 
the review period.

The study noted that about 40% of business owners and managers who 
participated in the survey had not completed matric and only 13% had matric. 
This indicated a huge educational gap in businesses. The lack of education and 
not having adequate skills for running a successful business were the most 
significant factors that contributed towards the failure of these SMMEs. 

Hence, the corporation has focused on improving alignment between its 
enterprise development finance and support teams. This reconfiguration is 
intended to provide loan clients with the ongoing support that they need to 
run sustainable enterprises that generate sufficient revenue to honour loan 
repayments. 

In this regard, ECDC is also: solidifying partnerships with business associations 
as these provide a committed and captive pool of entrepreneurs; supporting 
business incubators in key sectors as these offer a sustainable entrepreneurial 
ecosystem; packaging support programmes for youth and women; and promoting 
the ECDC-funded Eastern Cape Handmade Collection locally and abroad.  

The empowerment of small businesses through training and seminars 
remained an important part of ECDC’s non-financial support services in the 
year under review. However, it is through investment in more long-term 
interventions that ECDC believes entrepreneurs can start to grow the scale 
of their businesses, reaching potential markets outside the Eastern Cape, 
increasing profits, increasing savings, creating employment and providing 
earnings to its members. 
 
Consequently, a total of 292 enterprises received non-financial business 
support services in 2015/16, 4% more than the target of 280. 

Market access opportunities through the creative industries programme 
accounted for 38% of ECDC’s business support interventions in the past year. 
A further 27% was made up of marketing support, which included marketing 
strategies, websites and branding, and 26% consisted of business plans for 
start-ups. 

A total of 19 small business owners and managers received training. These 
included participants in the Nelson Mandela Bay Business Chamber’s 
(NMBBC’s) Enterprise Development Programme. 

BUSINESS SUPPORT

292
ENTERPRISES

NON-FINANCIAL SUPPORT

Marketing support  27%
Business planning  26%
Creative industries  38%
Mentorship 7%
Other: training  2%
accreditation and 
financial management  

38+26+27+7+2



E
C

D
C

  
 |

  
 A

N
N

U
A

L
 R

E
P

O
R

T
 2

0
1

5
/1

6

36

EFFECTING CHANGE THROUGH 
BUSINESS ASSOCIATIONS 
The corporation’s long-standing relationships with the NMBBC and the 
Business Women’s Association (BWA) has enabled ECDC to extend the reach 
of its support services to enterprises that form part of these networks. 

The second intake of the NMBBC’s Enterprise Development Programme 
completed the seven-month programme in 2015/16. ECDC’s annual injection 
has benefited 20 small businesses that participated in the programme in the 
review period. 

First piloted in the 2014/15 year with 31 participants, the programme offers 
an effective combination of mentorship and skills development. Each small 
business owner or manager is paired with an expert mentor in the field or 
area needed. It combines course content in human resources, effective 
selling, supply chain management, communication and social media, building 
your brand, and basic financial principles through classroom training, soft 
skills and workshops. These courses are offered through the Nelson Mandela 
Metropolitan University.

In addition, the BWA Entrepreneurial Series continued to add immense value to 
entrepreneurs. Launched in 2014 and now in its third year, the entrepreneurial 
series is aimed at supporting chamber membership through empowerment 
workshops and seminars that were held over seven months. The programme 
saw 168 people attending these sessions; of these, 150 were women, 22 were 
youth and 32 were representatives of black-owned enterprises. 

The entrepreneurial series, which started with workshops and seminars in April 
2015, continued until October 2015 and covered such topics as performance 
management, time management, emotional intelligence, budgeting and 
planning, stress management, labour relations, and strategy development and 
implementation. The topics were based on the needs that we assess from the 
membership. The seminars provides hands-on, relevant workshops on a range 
of business-related matters during three-hourly sessions.

FOCUS ON CREATIVE INDUSTRIES 
Facilitating access to markets and assisting enterprises with product 
development in the creative industries remained a focal point. ECDC supported 
112 craft enterprises in 2015/16 through its creative industries programme. 

In the past year, the creative industries programme featured an exceptional line-
up of activities, which included the second instalment of the Lithuba Lakho (This 
is Your Chance) Eastern Cape Craft Competition, L’artigiano in Fiera exhibition 
held in Milan, Italy, and a pop-up shop in Vincent Park, East London, which sold 
the Eastern Cape Handmade Collection during the festive season. 

Initiated in conjunction with the Nelson Mandela Metropolitan Art Museum 
and Mandela Bay Development Agency, Lithuba Lakho is an annual competition 
that identifies game-changers and creative designs that best represent the 
spirit of the Eastern Cape. 

A women’s co-operative from Engcobo, Litha Lethemba, was the winner of 
the fashion category. Lisa Walker from Port Elizabeth was named winner of 
the house and home category for her Chinese-inspired ceramic range. And 
Msukeni Development from Mount Ayliff won the accessories category. 

The winners each received prizes worth R20 000 for purchasing machinery 
and material. In addition, they showcased their creations and innovative 
craftsmanship at the Rand Easter Show and Decorex Johannesburg.

To facilitate access to international markets, ECDC hosted the L’artigiano 
in Fiera exhibition held in Milan. Keiskamma Art Project, Ozzy Eco Décor, 
VisionsBecoming, Thabo Makheta Designs and Stephanie Bester were among 
the 16 enterprises funded by the Department of Trade and Industry’s Sector 

112
SMMEs SUPPORTED 
THROUGH THE CREATIVE 
INDUSTRIES PROGRAMME

ECDC’s annual 
injection has 
benefited	20	small	
businesses that 
participated in the 
programme in the 
review period.
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EC-BASED ENTERPRISES
ATTENDED THE 
L’ARTIGIANO IN FIERA 
EXHIBITION IN MILAN4

CRAFT 
ENTERPRISES 
SUPPORTED112

CREATIVE
INDUSTRIES

PROGRAMME
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Specific Assistance Scheme to participate in the exhibition. Positive outcomes 
of the trip included initiating a partnership with the Italian company, Cape 
Best, which sells South African products in Italy, and establishing contacts 
with several art galleries.

Locally, more than R100 000 in sales was generated at the Eastern Cape 
Handmade Collection pop-up shop in Vincent Park, East London, in December 
2015. The collection consists of products sourced from some 60 craft 
enterprises throughout the province, packaged and promoted by ECDC. The 
level of sales were a positive indication of demand for the range.

In the review period, ECDC facilitated participation of enterprises in  
14 exhibitions and expos: 
• Cape Town Jazz Festival  • Klein Karoo National Kunstefees
• Decorex Cape Town • Kwaku Festival
• Decorex Johannesburg • L’artigiano in Fiera, Milan
• East London Christmas Pop-up Shop • Legends Marathon Wellness EXPO
• East London Home Expo • Rand Easter Show
• Grahamstown National Arts Festival  • Wild Coast Jikeleza  
• India International Trade Fair 
• Lithuba Lakho Craft Competition and Exhibition

BUSINESS INCUBATION 
ECDC continued to support business incubators as a conduit to accelerate 
the successful development of entrepreneurial companies through various 
support resources and services offered in the incubation hubs and networks.
Consequently, a total of 39 enterprises have benefited from the ICT and film 
incubator, the Eastern Cape Information Technology Initiative (ECITI), and 
the Buffalo City After Market Automotive Incubator. These enterprises have 
generated a total of R11.8 million in turnover and created and/or maintained 
83 jobs.

Besides an annual injection of R3.8 million injection towards the operations of 
these incubators, both incubators are operating from ECDC-owned premises 
in Buffalo City.

In an effort to support film and ICT-based small enterprises in the Chris 
Hani District, ECDC has provided ECITI with office space for its Queenstown 
satellite office. Opened in June 2015, the move is a stepping stone for taking 
ECITI beyond its Buffalo City Metro-based headquarters and for reducing 
opportunity costs for emerging filmmakers and technology entrepreneurs. 

Similarly, the automotive incubator is operating from an ECDC-owned factory 
in Fort Jackson. 

TARGETING WOMEN AND YOUTH
A total of 40 women-owned and youth-owned enterprises in the Nelson 
Mandela Bay area stand to benefit from the women and youth enterprise 
development programmes packaged by ECDC in partnership with the 
Uitenhage Despatch Development Initiative (UDDI). 

The programmes, to be launched in the 2016/17 financial year, will span nine 
months and cover training and mentorship. 

Enterprises selected for the Women Enterprise Development Programme 
will undergo a 360 degree diagnostics exercise on current operations, and 
specialised training will be identified to accelerate the development of these 
enterprises. 

The Youth Enterprise Development Programme, on the other hand, will cover 
basic financial management training and, on completion of the five-day 
course, participants will receive an accounting management system for free. 
The customised open software accounting software is designed to assist in 
the day-to-day processing and reporting of a company’s financial data.

INCUBATED ENTERPRISES

R11.8m TURNOVER
39
83 jobs

 40 WOMEN-OWNED 
ENTERPRISES stand to 
benefit from the women and 
youth enterprise development 
programmes
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BUSINESS
INCUBATOR

SUPPORT 
SERVICES 34 ENTERPRISES

ONE OF TEN NEW ENTERPRISES 
TO JOIN ICT & FILM INCUBATION 

IN 2015/16

SIVUBUHLE MEDIA

SUPPORTED BY ECDC IN 2015/16
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INNOVATION, TRADE AND 
INVESTMENT PROMOTION 

AND CO-ORDINATION
2015/16 HIGHLIGHTS

99 SMMES
INTEGRATED EXPORT SUPPORT 

FLOURISHES & ASSISTANCE GIVEN TO

962 jobs
CREATED THROUGH INVESTMENT 

PROMOTION

LOCAL & FOREIGN INVESTMENT 
SKYROCKETS TO

EXCEEDING TARGET OF R700m BY

Trade access to markets beyond South Africa grows

R2.26bn
223%

105 YOUTH TRAINED
THROUGH ICT & FILM PROGRAMMES
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The investments, most notably in the renewable energy sector, created  
962 much-needed jobs in the province.

The renewable energy sector in the province is second in size to the Northern 
Cape, which has outstanding sunshine throughout the year. However, the 
Eastern Cape is the clear leader in wind energy, having secured investment 
in 16 wind projects. The province also has investment in a solar renewable 
energy project.

The latest investments affirm the Eastern 
Cape’s attractiveness in the competitive 
wind sector. The province is acknowledged 
globally as having one of the best wind 
conditions in the world. New Zealand is 
our closest competitor.

Within a short period, the province has created a multi-billion sector. Within 
three to five years, it will be able to generate an average of eight hours of 
electricity every 24 hours.

MILESTONES
The 2015/16 financial year saw substantial investment by Innowind (Pty) Ltd 
in three large wind farms in the Eastern Cape. These farms are Chaba (near 
Komga), Waainek (near Grahamstown) and Grassridge (near Port Elizabeth).

ECDC has engaged with Innowind since 2008 and signed a memorandum 
of understanding in 2010. The corporation assisted the investor across the 
province in several ways, including assistance with environmental planning 
and issues, community engagement and linking with business networks.

Tourism remains a critical sector for the Eastern Cape, which remains a 
favourite with South African travellers. According to the inaugural Eastern 
Cape Annual Tourism Barometer 2015, produced by DEDEAT, South African 
travellers took 3.2 million trips to the Eastern Cape, spending an estimated  
R3 billion in total direct value in 2014. 

The 304 888 foreign tourists who visited the Eastern Cape spent an estimated 
R2.4 billion, about R500 million more than in 2013, and stayed on average 9.5 
days. Most of the arrivals came from Germany (15.4%), followed by the United 
Kingdom (14.7%) and United States of America (12.7%).

MILESTONES
In order to attract tourists to the province, ECDC has developed a provincial 
marine and tourism multi-year strategy on behalf of DEDEAT. The strategy, 
which includes a coastal management plan, leverages the current Operation 
Phakisa initiatives.

RENEWABLE ENERGY

TOURISM INVESTMENT

JOBS CREATED

962
WIND PROJECTS

16

FOREIGN TOURISTS

AVERAGE SPEND

304 888

R2.4bn
R500m more than in 2013
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WIND 
ENERGY

3 WIND 
FARMS

INNOWIND INVESTMENT

INVESTMENT
R1.8b

WIND PROJECTS
16

GRASSRIDGE (NEAR PORT ELIZABETH)
CHABA (NEAR KOMGA)

WAAINEK (NEAR GRAHAMSTOWN) 
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As an important tool for economic transformation and growth, ECDC 
continues to promote easier trade access to businesses within the province. 
In order to leverage these opportunities, ECDC continued to provide various 
export support programmes aimed at improving the competitiveness of local 
entrepreneurs to ensure market readiness of their products to compete on a 
global scale.

In a globalised economic environment, the imperative to provide empowering 
export support mechanisms and incentives to local entrepreneurs and those 
investigating the possibilities of the export market is non-negotiable.

In this regard, ECDC’s market access outfit maximises the opportunities 
offered by various trade policies to broaden trade within and outside Africa. 
Beyond Africa, the market access unit targeted Asia (specifically China, Hong 
Kong and Macau) and the Middle East (in particular the United Arab Emirates) 
while maintaining a presence and deepening penetration in traditional 
markets, such as Europe and the USA.

In the past year, enterprises involved in agriculture and agro-processing, 
manufacturing, creative industries, ICT, construction, engineering and business 
processes were prioritised.

The demand in these target markets, especially in the developing economies, 
is mainly for food products in processed form, such as jams, cherry peppers, 
chillies, pastries, cereals, processed meats, bottled water, energy drinks and 
snacks. This is in line with rising income levels. There are also trade agreements 
that are favourable for Eastern Cape exports in these markets. 

The Africa Growth and Opportunity Act remains a strong lever for agro-
processing products in the US market. The Eastern Cape grew its exports to 
the Southern African Development Community region to R4.8 billion over the 
past two years.

The automotive sector continued to be an excellent performer with more than 
a third of total provincial exports to Africa coming from vehicles and parts in 
2015. Other major exporting sectors included rubber, electrical machinery and 
equipment, pharmaceutical products, beverages, spirits and vinegar.

MILESTONES
In the past financial year, ECDC provided integrated export support to  
147 SMMEs, exceeding its target by 186%. This is due largely to the export help-
desks in Nelson Mandela Bay and Buffalo City being fully operational. These 
export desks assist new, emerging or existing exporters in benefiting from the 
initiatives and offerings, which include trade lead facilitations, trade shows and 
missions, and trade-related and export-related information and training.

TRADE PROMOTION

ECDC’s market 
access	outfit	
maximises the 
opportunities offered 
by	various	trade	
policies to broaden 
trade within and 
outside Africa.

EXPORTS TO 
SOUTHERN AFRICAN 
DEVELOPMENT 
COMMUNITY

R4.8bn
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AGRO-PROCESSING
Research has shown that the Eastern Cape has the highest number of cattle – 
three million at least – in the hands of rural households and emerging farmers.
In the 2015/16 financial year, the chicory industry was revived, in part through 
the signing of an memorandum of understanding with Nestle, supported by 
R5 million in funding, which went to ramping up production by Chicory SA 
and black chicory producers in the Ndlambe, Makana and Ngqushwa local 
municipality areas.

The province is making inroads in the agro-processing field with the Coega 
Industrial Development Zone (IDZ) signing an agreement with a sugar 
processing company to establish a R85 million multi-user facility. In Berlin, 
near King William’s Town, the East London IDZ has identified a location for 
the development of an agro-industrial park. The project has the potential to 
strengthen various commodity value chains while facilitating downstream 
investment in the region.

An agro-processing park will be developed through a revitalisation plan for the 
Dimbaza eco-industrial park. The park will ensure that enterprises in the area 
are active participants in the fully inclusive economy.

RURAL ENTERPRISE 
DEVELOPMENT (RED) HUB
The Eastern Cape rural enterprise development (RED) hub is based on 
a mega-farm concept, which comprises of viable economic units, using  
fallow rural community land. In this way, dormant assets are turned into 
productive clusters.

The core functions of the RED hub are built around the support of three 
elements: production, processing and marketing. 

Maize or sorghum is grown and produced in the community at a sustainable 
scale. These crops are then processed in the community in order to derive benefit 
from the value chain. Lastly, marketing allows farmers to sell their produce to the 
community. Other marketing channels are used to sell excess produce.

In partnership with ECRDA, ECDC is implementing RED hubs in Ncorha and 
Mqanduli under the Development Bank of Southern Africa’s Jobs Fund.

More than 3 700 hectares of land in the Chris Hani, OR Tambo and Alfred 
Nzo municipal areas make up the mega-farm where the maize or sorghum is 
produced. Refurbished mills can be found in Mqanduli, and these have been 
operational for some time. More recently, Ncorha moved to towards being 
operational after being connected to the electricity grid.

Other products that will be added to the product line-up include fine samp, 
kaff, whole maize, stock feed and dirty maize.

The maize is marketed under the I-Spaza community brand. Distribution 
within the region and at selected distribution points, like King William’s Town 
and surrounds, began in 2015. 

The RED hub has created a platform for economic activity, resulting in 

MAIZE/SORGHUM 
MEGA-FARM

3 700 ha
TOTAL SALES

R2.45m
as at end April 2016
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increased rural incomes through the facilitation of primary production and 
promoting rural savings, investment and processing, as well as the creation 
of a communal and external market. These make up the basic “value chain” 
of the rural economy.

MILESTONES
The mill was upgraded and the two silos of 750 tons each were reconstructed 
in 2014 and opened for milling in December 2014. Shortly thereafter, sales of 
unbranded products, meal and stock feed started. Sales expanded into the 
region, complementing existing mill gate sales. 

As at the end of April 2016, sales totalled R2.45 million with monthly sales 
averaging R153 000.

More than 115 permanent jobs have been created from 2014 to date at the 
Ncorha and Mqanduli sites. Further, sales of maize meal continued unabated, 
which has improved the competitiveness of the targeted rural communities 
by building a competitive, sustainable agro-processing value chain.

It is estimated that sales will double over the next year as new machinery 
becomes operational. 

A livestock model, based on the maize model, is underway.

FORESTY
ECDC has co-funded a major forestry commercialisation initiative with the 
Eastern Cape Rural Development Agency (ECRDA).

The project comprises 9 380 hectares across five locations: Sinawo and Izinini 
in Mbizana; Mkambati in Flagstaff; Gqukunqa in Qumbu; and Sixhotyeni in 
Maclear. Three more locations are under consideration: Lambasi in Lusikisiki; 
Maqhubini in Qumbu; and Siphaqeni in Flagstaff.

Other funders include the Development Bank of Southern Africa through 
its Jobs Fund, which has contributed R83 million to the initiative. ECDC and 
ECRDA have each invested R30 million in the project.

ECDC plays a key role in the project. This includes: addressing blockages 
to development; leveraging and providing funding; facilitating third-party 
involvement and support; engaging authorities; providing support to various 
departments, communities and projects; implementing the project; and 
providing monitoring support.

MILESTONES
Already, 2 700 hectares has been planted with maize, with expansion plans for 
a further 6 600 hectares if the additional areas are approved.

To date, 819 jobs have been created; 60% of these jobs have been filled by 
youth. Furthermore, 525 employees have been trained. 

Big private sector forestry players, Sappi and PG Bison, have been secured as 
partners in the five projects and this could lead to a further 30 000 hectares 
of new afforestation by 2033.

CO-FUNDED INITIATIVE

9 380 ha

JOBS CREATED

115

JOBS CREATED

819
60% filled 
by YOUTH
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ICT AND FILM
The local film and information technology industry received a boost with the 
graduation of 67 learners from the Monyetla Work Readiness Programme Phase IV 
run by ECDC through its Eastern Cape Local Content Hub in September last year. 

Drawn from the mainly rural areas of the province, 39 of the graduates were 
offered 12-month fixed-term contracts of employment with ECDC. Some 75% 
of the learners are women while two are people with disabilities.

The four-month programme came as a result of a successful ECDC application 
to the dti to participate in the department’s funded Monyetla programme. 
ECDC was the only approved participant of the programme in the Eastern 
Cape for the 2015/16 financial year.

A programme of the dti, Monyetla has been running since 2008 and targets 
school leavers, unemployed graduates, women, disabled people and youth 
between the ages of 18 and 35 years. It is designed to sharpen competency 
profiles of unemployed young people in order to prepare them for entry level 
employment opportunities. The programme is capitalised through a joint 
contribution from the National Skills Fund and the Development Bank of 
Southern Africa.

Through Monyetla, the corporation intensified its training programmes with 
three accredited training programmes offered in the review period, namely; 
Cisco Training - Get Connected, IT End User Computing, as well as Film and 
Television Production Operations.  

The Eastern Cape Local Content Hub, located at 33 Church Street in East 
London’s central business district is at the heart of ECDC’s interventions 
in this space. Hence, ensuring that the project office met the criteria for 
accreditation as a training venue was a top priority in the review period. 

ECDC is proud to report that the Eastern Cape Local Content Hub is now 
recognised by CISCO as a training academy and has accreditation to deliver a 
suite of over 20 training programmes. It boasts training facilities for IT training as 
well as production equipment for film and TV production training programmes. 
Four young people were also recruited by ECDC as in-house training facilitators.

Through this initiative, two MICT SETA-accredited service providers were 
appointed to rollout the training programmes, namely; Zealot Business 
College and the National Electronic Media Institute of South Africa (NEMISA).
ECDC’s vested interest in supporting small businesses has enabled the 
creation of downstream opportunities for local training facilitators, assessors 
and moderators to secure freelance jobs.

MILESTONES 

A total of 105 young people within the 18 - 35 years’ cohort was trained during 
the 2015/16 financial year through its film and ICT programmes. Sixty-seven of 
these trainees were part of the Monyetla Work Readiness Programme.

All 67 Monyetla beneficiaries participated in a four-month training from April to 
July 2015. The programme is accredited by the MICT SETA (Media, Information 
& Communication Technologies Sector Education & Training Authority). 
Furthermore, 39 of the 67 trainees received 12-month employment contracts 
from August 2015 to July 2016. 

In this four-month period, the youth also earned monthly stipends which was 
meant to ensure that they could rent accommodation while they were studying. 

In addition, a total of 32 people completed the Get Connected IT course which 
is accredited by CISCO. Another group of 19 young people completed the 
131-credit full qualification in IT End User Computing using the professional 
services of MICT SETA accredited Zealot Business College.

In terms of film and television production, 50 young people completed the 
68-credit Film and Television Production Operations programme offered 
by MICT SETA accredited NEMISA. Another group of 13 people drawn from 
various local community media houses participated in a two-day production 
training programme. This intervention was a joint effort by ECDC and the 
Eastern Cape Community Media Forum. 

TRAINING

105
YOUTH TRAINED

Monyetla	has	been	
running since 2008 
and targets school 
leavers,	unemployed	
graduates, women, 
disabled people and 
youth	between	the	
ages of 18 and 35 
years.	

MONYETLA GRADUATES

75%

WOMEN
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ACCREDITED 
TRAINING

CISCO - GET CONNECTED, 
IT END USER COMPUTING 

FILM AND TELEVISION 
PRODUCTION OPERATIONS

105 YOUTH TRAINED

67 TRAINEES

THROUGH FILM & ICT 
PROGRAMMES

PART OF MONYETLA WORK 
READINESS PROGRAMME
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RISK CAPITAL FACILITY

2015/16 HIGHLIGHTS

MINING
RISK CAPITAL FOOTPRINT IN

614 jobs
JOB GROWTH MATCHES LAST YEAR’S 

DESPITE BUDGET BEING HALVED

STRONG PIPELINE FOR 
EXCITING, VIABLE &

Pineapple waste innovation expands

INNOVATIVE
PROJECTS GROWS
TECHNOLOGY INNOVATION 
AGENCY COLLABORATION

CONTINUES
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ECDC’s risk capital unit has continued to forge ahead with the development 
of ground-breaking ideas in a diverse array of selected sectors, such as agro-
processing, medicinal and aromatic plants, renewable energy, petrochemicals, 
manufacturing, infrastructure, tourism, ICT, film and mining. 

Projects with a socio-economic and geographic bias towards remote low-
income areas outside of the concentrated economic hubs of East London and 
Port Elizabeth are prioritised.

The ideas, the brainchildren of an exciting new group of home-grown 
entrepreneurs, are provided with medium- to long-term support as ECDC 
assists with developing bankable business plans for concepts that hold 
potential, sourcing additional funding from ECDC’s finance unit and/or other 
fellow funders. Some result in risk-savvy arrangements like equity agreements, 
particularly when the returns will take some time to come to fruition.

Risk capital is seen as a viable conduit for cultivating the pipeline of existing yet 
underdeveloped black industrialist talent by providing the requisite financial 
and non-financial support. Principally, the unit also uses its “patient risk 
capital” to facilitate feasibility research, prototype development and testing, 
market surveys and regulatory compliance costs, such as environmental 
impact assessments, or costly water and mining licenses when necessary. 

The intention is that these will lead to crowding in of private sector capital 
to establish viable enterprises, expansion of existing businesses and the 
creation and/or saving of jobs. 

In the year under review, due to contracting budgets in government, the unit’s 
budget fell to R6 million, a 40% decline from 2014/15.

This contraction was also responsible for third-party funding falling to  
R19.8 million (79%) from the previous year’s R92 million. This was due largely 
to R30 million being delayed for the bio-digester project. A Karoo Catch 
investment of R60 million by the Industrial Development Corporation was also 
delayed at the due diligence stage.

However, the Technology Innovation Agency (TIA) continued its support of 
technological innovation in the Eastern Cape, bolstering the overall budget 
by R5 million to R11 million. ECDC reciprocated, rand-for-rand, by providing 
administration and other support to this risk capital stream.

In what should be heralded as a huge milestone, the number of jobs created 
by the unit leapt to 614.

BLUE CRANE MINING
ECDC has helped establish and expand a 200 hectare aggregate mine in 
Indwe in the Eastern Cape with funding of R736 000. This funding was used 
to develop a geo-tech survey and business plan and prepare an additional  
1 000 hectare site for development and mining.

Now in its second year of operation, the mine supplies standard concrete 
stone products, crusher sand, specialised road stone and base course 
products, non-standard rock and crush products.

In the past year, Blue Crane Mining secured a R30 million offtake agreement 
with a road construction company, which is to build a new 14km road from 

RISK CAPITAL FACILITY

Risk capital is seen 
as a viable conduit 
for cultivating the 
pipeline of existing 
yet	underdeveloped	
black industrialist 
talent	by	providing	
the requisite 
financial	and	 
non-financial	support.

ECDC INVESTMENT

BUDGET

R736 000

40% 
Budget fell to R6m



E
C

D
C

  
 |

  
 A

N
N

U
A

L
 R

E
P

O
R

T
 2

0
1

5
/1

6

50

Indwe to the Elitheni coal mine. The company is also negotiating a supply 
contract with the local municipality with aggregates worth about R27 million 
for 1 500 Reconstruction and Development Programme (RDP) houses. 

Currently, the company is in discussions with the eMalahleni Local Municipality 
and the Chris Hani District Municipality to set up a joint venture to establish 
a manufacturing plant at the mine to produce road surface materials to pave 
the roads in the region. 

INCAPEACE TRADING
Established in Mthatha in 2013, Incapeace Trading makes concrete products, 
such as slabs and paving, and supplies a national hardware’s eight stores 
in the OR Tambo region. ECDC’s R1 million in funding allowed the woman-
owned company to buy excavators and tipper trucks to transport the crushed 
stone to the Libode on-site plant. Old Mutual’s Masisizane Fund co-funded the 
project with R4 million.

PINEAPPLE AND PLASTIC 
WASTE BAGS
In a landmark development, the ECDC-funded polyfibre project has received 
South African Bureau of Standards certification for the material, which moves 
it closer to the commercialisation phase.

The fibre, which is a combination of pineapple and plastic waste, is being 
used in the manufacture of window and door frames, furniture and a range 
of utility bags.

To date, ECDC has funded the project 
with R2.2 million. The project was 
further bolstered with R22 million from 
the Department of Trade and Industry’s 
Employment Creation Fund for the 
establishment of the factory in Port Alfred 
and three buy-back centres in Stutterheim, 
Grahamstown and Port Alfred. 

ECDC first became involved in the project when DEDEAT asked the corporation 
to fund the establishment of the buy-back centres located near solid waste 
disposal sites.

Later, a woman’s co-operative in Port Alfred, which collects waste from 
pineapple leaves, joined the venture. Both the plastic and pineapple waste is 
then sold on to a waste processing company. 

Interest in the polyfibre projects has resulted in the Department of Human 
Settlements indicating that it would be interested in acquiring furniture for  
RDP houses.

The plant is 33% owned by the buy-back centre co-operatives. ECDC plans to 
convert its existing R2.5 million funding to equity. The corporation is expanding 
the project to include the production of polyfibre furniture and bags.

ECDC INVESTMENT

R1m

ECDC INVESTMENT

R2.2m
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FIRST WINE ESTATE

R750 000
ECDC INVESTMENT

EASTERN CAPE PROVINCE’SHARRISON
HOPE

WINE FARM
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HEAT RAIDER
TECHNOLOGY

R500 000
ECDC INVESTMENT RENEWABLE ENERGY

THE HEAT RAIDER USES RECYCLED 
WASTED HEAT GENERATED FROM 

REFRIGERATION/AIR CONDITIONING 
SYSTEMS TO HEAT WATER IN GEYSERS
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ANGORA RABBIT FIBRE PILOT
ECDC has funded an angora rabbit pilot project in the Eastern Cape with  
R850 000. The project aims to export garments that are produced with the 
long, soft rabbit wool, which has significant medicinal properties, to the 
Northern Hemisphere. 

Angora rabbit hair can be harvested, without any harm to the animals, 
every four months. Angora is one of the oldest types of domestic rabbit and 
originated in Turkey. Currently, the operation is located in Port Elizabeth and 
employs five people.

HARRISON HOPE
ECDC has invested R750 000 in extending and renovating the Whittlesea 
estate, established in 2006. Three years later, the estate produced its first 
harvest with a selection of white and red wines from chardonnay, pinotage 
and merlot cultivars.

Incubated from the Genesis and Emma 
Plot Vineyards in the Western Cape, the 
2009 vintages marked another milestone 
with the South African Wine Industry 
Information & Systems NPC, the wine 
regulatory body in South Africa, certifying 
the Eastern Cape as a new wine region.

TECHNOLOGY INNOVATION AGENCY
In the year under review, the Technology Innovation Agency (TIA) has funded 
10 enterprises in the Eastern Cape.

Projects resident at the East London Science and Technology Park are:
• Heat Raider Systems, which has developed technology that re-directs 

waste heat energy from boilers and refrigeration systems to other uses, 
such as water heating

• Coastal Innovations, which developed a dual valve solid waste drainage 
system 

• Twerly Lights, which has developed street lights powered by wind and 
solar energy. 

Five projects are located in Port Elizabeth. These are:
• UmoyAir Communications, which has developed an information 

technology-based marketing computer software programme
•  Uvimba Financial Group, with its electricity vending software programme
•   Computer Skills Initiative, which has also developed an electricity vending 

software and has targeted Eskom and municipalities as main buyers
•  Pathost Web Hosting, is spearheading the development of a built environment 

software programme (complete project management package)
•  The Bio-Fermentation Reactor, which is using technology that is designed 

to shorten the process of fermentation from 14 days to five days.
 
Two other innovation projects funded in the Eastern Cape are:
•  Sunraider Energy, which  is developing a solar geyser system and is located  
 at the TIA Technology Park in Cambridge (Chiselhust) in Buffalo City
• BM Manufacturing, which is a water filtration technology located at Rhodes  
 University in Grahamstown.

ECDC INVESTMENT

R750 000

In	the	year	
under review, 
the	Technology	
Innovation	Agency	
(TIA) has funded 
10 enterprises in 
the Eastern Cape. 

ECDC INVESTMENT

R850 000
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PROPERTIES

2015/16 HIGHLIGHTS

RENTAL COLLECTIONS ARE STABLE AT

Improved property structure will help unlock 
returns of 12% to 15% in the medium term

R69.5m

RESIDENTIAL 
( NON-CORE ) SALES

RENTAL COLLECTIONS 
ROSE TO

46%

R5.1m
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In the year under review, better management by ECDC resulted in pleasing 
rental collections, which rose to R69.5 million, up 13.9% on the previous 
year’s collections.

For residential, commercial and industrial properties in Butterworth, Mthatha, 
King William’s Town and Komani (Queenstown), collections have remained 
stable but lacklustre at 46% with some encouraging improvement coming 
towards the end of the financial year. 

Commercial tenants made up the greater portion of paying tenants. 

Across the residential and commercial properties, Komani and King William’s 
Town tenants slightly outperformed those in the other areas. 

DISPOSAL OF NON-CORE ASSETS
In order to unlock further revenues from the ECDC balance sheet, the 
corporation moved to dispose of all its residential (non-core) properties, 
located largely in the eastern part of the province. 

During the year under review, this project has made significant progress, with 
R5.1 million sales being residential property sales that have been concluded.

However, the process was not without its challenges, which included some 
clients’ inability to secure home loan financing and rezoning delays. This 
resulted in a disappointing portion of the R6.8 million in sales being realised 
in 2015/16. 

Sales of R3.9 million for 15 houses are at advanced stage and are being held 
in trust pending the conclusion of conveyancing.

Notwithstanding these challenges, ECDC remains committed to transferring 
home ownership to its tenants, particularly its long-standing tenants, and 
continued to engage them, case by case, in finding the most progressive 
solutions based on each tenant’s unique circumstances.

Rezoning delays have also been addressed through ECDC relationships with 
municipalities in order to fast-track transfers.

FACILITIES MANAGEMENT
In the year under review, ECDC established a facilities management unit tasked 
to boost the medium to long term revenue generated by ECDC’s properties 
while managing the costs associated with such investments.
 
In addition, tests on a new smart meter technology concept were done in the 
2015/16 financial year. The technology should provide much needed efficiencies 
on water and electricity recoveries when it is fully implemented.
 

PROPERTY DEVELOPMENT
ECDC is also considering partnering with private developers on long-term lease 
agreements for the development of its vacant land in and around Mthatha, as 
well as the refurbishment of its major retail, commercial and residential stock.  
The terms of reference for the request for proposal to invite private developers 
was finalised in 2015/16 and will be issued before end August 2016. 

PROPERTIES

RESIDENTIAL 
PROPERTY SALES

In	the	year	under	
review, better 
management	by	
ECDC resulted 
in pleasing rental 
collections, which 
rose to R69.5 
million, up 13.9% 
on the previous 
year’s	collections.

R5.1m
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2015/16 HIGHLIGHTS

Skills and SMME development are critical 
parts of delivery

Secured agreement with Mayibuye Transport 
Corporation to implement refurbishments to 
its bus depots

R195m

R98.2m
schools project 

underway

MAKANA WATER PROJECT

LANDMARK AGREEMENT 
REACHED WITH DEPARTMENT 

OF EDUCATION

STRATEGIC PROJECTS

PHASE ONE COMPLETED

TO MANAGE ITS PROGRAMME 
MANAGEMENT OFFICE FOR THE NEXT 

THREE YEARS
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ECDC continued with its implementation of the province’s integrated 
infrastructure programme and a number of large-scale/mega developments, 
a role that the provincial government has entrusted to it. 

ECDC’s implementation of social infrastructure, through its integrated 
social infrastructure delivery programme (ISIDP) unit, aims to drive social 
development and create, save or retain jobs, particularly with distressed 
local businesses and businesses that wish to establish a footprint in the  
Eastern Cape.

The focus of the much-needed infrastructure during the past year included 
education, water and transport. 

Clients included the Eastern Cape Department of Education, Makana Local 
Municipality and Mayibuye Transport Corporation.

One of its biggest clients is the Eastern Cape Department of Education. 
Currently, the unit is managing the building of three schools in the eastern 
part of the Eastern Cape: in Flagstaff, Tsolo and Mbizana.

This follows the unit’s initial assessment of 79 schools in the Chris Hani, 
OR Tambo, Amathole and Alfred Nzo district municipalities to more fully 
understand the current state of schools and the infrastructure required.

The three-school project, valued at R195 million, is already underway and is 
due for completion early in 2017. On completion, the schools will house more 
than 3 000 learners.

At the oldest of the schools, the 92-year old Flagstaff Comprehensive School, 
the project includes the construction of eight new classrooms, a Grade R 
classroom, an administration block, a media centre with stores, a science lab 
with stores, a multi-purpose classroom with stores, a social science room, two 
head of department (HOD) offices with a teachers’ workroom, a diningroom 
and kitchen, a guardhouse, 19 new ablution facilities, and new pathways and 
covered walkways. The school will be the first to be completed and should be 
ready for its 1 105 learners in the new school year.

At the largest school, Plangeni High School in Mbizana, with 1 107 learners, 
the project includes the construction of 12 new classrooms, three Grade R 
classrooms, an administration block, a media centre with stores, a science lab 
plus an HOD office block, a refuse house, a temporary staffroom and kitchen, 
a multi-purpose classroom with stores, two HOD offices with teachers’ 
workroom, a nutrition diningroom and kitchen, a guardhouse, 29 ablution 
facilities, and new pathways and covered walkways.

The upgrade to the smallest of schools, Dilizintaba Senior Secondary School 
in Tsolo, will include nine new classrooms, a new administration block, new 
hall, computer lab, science lab and multi-purpose hall, nutrition centre, HOD 
offices, new guard house, and new ablution facilities.

Already these projects have had significant socio-economic impact. Black 
Grade 7 Construction Industry Development Board-registered contractors 
were awarded the business, and more than 700 jobs have been created. 

Twelve interns are undergoing their in-service training with all three projects. 
In the case of the Flagstaff project, 11 former pupils were trained in bricklaying, 
plumbing, plastering and carpentry.

STRATEGIC PROJECTS

THREE-SCHOOL PROJECT

R195m

The focus of the 
much-needed 
infrastructure 
during	the	past	year	
included education, 
water and transport. 

Flagstaff Comprehensive School

Plangeni High School

Dilizintaba Senior Secondary School

JOBS CREATED

700+
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In addition, 34 SMMEs have been contracted for the Dilizintaba and Flagstaff 
projects. In the case of Plangeni, 35% of the budget has been allocated to 
small businesses.

In another project with the Eastern Cape Department of Education, the ISIDP 
unit has signed a contract to establish and manage a programme management 
office within its infrastructure unit for a period of three years. This office is 
overseeing more than 1 400 projects with an allocated budget of R1.7 billion 
for the 2016/17 financial year and which amounts to an estimated R4.6 billion 
allocation over three years.

A comprehensive range of project management services, with a team of  
21 ECDC professionals, including chartered accountants, quantity surveyors, 
project managers and engineers, are helping build the department’s 
programme management office. 

Services include planning and monitoring, project and programme 
management, socio-economic and enterprise development deliverables, and 
facilities and property management.

In Makana, the unit worked with the water utility, Amatola Water, to implement 
a R98.2 million water programme. The first phase of the programme has been 
completed. It consists of electrification, major pump station capacitation, 
raw water rising mains, plant production, and supply capacity and water  
loss control.

ECDC is assisting the Mayibuye Transport 
Corporation with an upgrade and 
renovation of four bus depots in Alice, 
Komani (Queenstown), Reeston and 
Zwelitsha. With an estimated R16 million 
budget, the first two projects were at 
construction stage at the end of the 2015/16 
financial year and the other two were at 
planning stage.

The unit is assisting ECDC with the upgrading of the Fort Jackson Industrial 
Park in the Buffalo City municipal area. Located outside East London, the park 
is to have new security installed. This upgrade will comprise non-climb/non-
cut fencing, which will provide further protection for tenants and investors.

The multi-million industrial park upgrade, which will see the Mthatha Industrial 
Park being upgraded, is being undertaken in collaboration with the dti  
and DEDEAT.

MAYIBUYE TRANSPORT 
CORPORATION UPGRADE

R16m
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MAKANA 
WATER

PROGRAMME

ELECTRIFICATION

MAJOR PUMP STATION 

CAPACITATION

RAW WATER RISING MAINS

PLANT PRODUCTION

SUPPLY CAPACITY

WATER LOSS CONTROL

R98.2m
PHASE 1

COMPLETE
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06

HUMAN 
RESOURCES
REPORT
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HR STRATEGIC FOCUS
The purpose of the human resources (HR) function is to provide integrated 
human capital solutions to ECDC focused on quality and customer service 
excellence. 

In order to deliver on its strategy, as well as provide superior service to 
customers, it is important for ECDC to create a cadre of well-trained and 
motivated employees imbued with execution-based values. 

ECDC decided to adopt the HR competency model, as framed by the 
South African Board for People Practices (SABPP), to achieve optimum 
performance and instil a culture of service delivery and excellence through full 
implementation of the model.

STRUCTURE ALIGNMENT TO 
STRATEGY
The organisational structure was completed and approved by the board 
during the 2015/16 financial year. ECDC reviewed the structure in line with the 
revised corporate plan that refocuses the properties unit towards property 
development, property investment and facilities management. 

PERFORMANCE MANAGEMENT
ECDC adopted the Business Balanced Scorecard as a tool for management of 
performance. In the year under review, ECDC continued with the embedment of 
ePerformance and is still in the process of enhancing the performance culture.  

HUMAN RESOURCES REPORT

The purpose of the 
human resources 
function is to 
provide integrated 
human capital 
solutions to the 
ECDC focused 
on	quality	and	
customer service 
excellence.

Staff profile as at 31 March 2015
ECDC staff turnover Actual
Permanent employees at the start of the period 173
Add: Recruitment 2
Less: Resignations 2

Deaths 1
Dismissals 0
Retirements 1
Expiry of contracts 0

Total permanent employees at the end of period 171
Contract employees 2
Total employees at the end of period 173
Staff turnover rate 1.2%

Management (Grades 16 - 25) 0%
Bargaining unit (Grades 2 - 15) 1.2%

TOTAL STAFF ESTABLISHMENT 191
Less: Actual positions filled 173
Vacant positions 18
Vacancy rate 8.9%

Management (Grades 16 - 25) = 8 4.45%
Bargaining unit (Grade 2 - 15) = 18 4.45%

173
TOTAL EMPLOYEES

 LEADERSHIP CAPACITY 
has improved in the corporation. 
At regional level there is only 
one vacant position. The vacancy 
rate for critical positions has 
improved drastically.

Improvement from last year’s 13.6%

8.9%
VACANCY RATE

TALENT MANAGEMENT
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EMPLOYMENT EQUITY STRATEGY

The key intent of employment equity within ECDC is to ensure that there 
is equitable consideration of all groupings within the population taking into 
account the demographic character of the Eastern Cape.  A comparison of  
ECDC’s employment equity components is performed on a regular basis. As a 
guiding principle to the strategy, the following reflect the ECDC targets, which 
will be reported on an annual basis.

ECDC will focus on the following initiatives in the year ahead to 
sustain the positive progress made in respect of employment equity:
• Developing a comprehensive disability management strategy
• Embedding the use of target setting and monitoring tools
• Reviewing and developing the employment equity strategy until 2017/18
• Integrating and aligning employment equity interventions with culture  
 interventions.

Employment equity targets

Source: Statistics South Africa (May 2015)

42%

Top management 4
Senior management 14
Skilled supervision 36
Semi-skilled 11
Unskilled 1
Temporary 3
Disabled 0

69
57  AFRICAN
2  COLOURED
2  INDIAN
8  WHITE

58% 104
Top management 3
Senior management 6
Skilled supervision 37
Semi-skilled 50
Unskilled 5
Temporary 3
Disabled 0

97  AFRICAN
3  COLOURED
0  INDIAN
4  WHITE

Occupational 
levels

Male Female Foreign nationals Total

African Coloured Indian White African Coloured Indian White Male Female

PROVINCIAL 
EAP

39% 7.7% 0.4% 5.7% 35% 5.5% 0.4% 4.8% 0 0 100%

TOTAL 56 2 2 8 89 3 0 4 0 0 164

ECDC EAP 34.14% 1.22% 1.22% 4.88% 54.26% 1.83% 0 2.44% 0 0 100%

VARIANCE 3% below 6.5% 
below

1% 
above

Within 17% 
above

4.3% 
below

0 2.4% 
below

0 0
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25 - 35  24%
36 - 45  30%
46 - 50  15%
51 - 55  18%
56 - 60  13%

African  88%
Coloured  4%
Indian  1%
White  7%

Corporate services  8%
Finance 15%
Operations 58%
Legal services  11%
CEO’s office  8%

STAFF BREAKDOWN 
BY AGE

STAFF BREAKDOWN 
BY RACE

STAFF COMPLEMENT 
PER DEPARTMENT

13+24+30+15+1888+4+7+158+15+11+8+8
The average age at ECDC is 45 years

STAFF TRAINING

Number of staff trained per race and gender

Training programme Male Female Total

African Coloured Indian White African Coloured Indian White

2nd Annual City Development 
Conference

1 0 0 0 1 0 0 0 2

Advanced Electronic Document & 
Records Management

1 0 0 0 2 0 0 0 3

Institute of Internal Auditors Border 
Kei Regional Conference

1 1 0 0 2 0 0 0 4

Masterclass of Restructuring State-
owned Enterprise for Executives

2 0 0 0 1 0 0 0 3

HR Future-Women and the 
Boardroom

0 0 0 0 1 0 0 0 1

Advantage Training 17th Corporate 
Governance

1 0 0 0 0 0 0 0 1

Presentation, Implementation & 
Standards of the SABPP

4 0 0 0 8 0 0 0 12

2015 IRMSA Annual Conference 0 0 0 0 1 0 0 0 1

CCMA Rules 1 0 0 0 0 0 0 0 1

Export/Import Training Course 1 0 0 0 0 0 0 0 1

Africa SMME Conference & Award 
Ceremony

2 0 0 0 0 0 0 0 2

Health & Safety Representative 
Course

1 0 0 0 0 0 0 0 1

Mastering Engineering & 
Construction Contracts

4 0 0 0 0 0 0 0 7

FASA Convention 0 0 0 0 2 0 0 0 2

Supply Chain Management Training 6 0 0 0 12 0 0 0 18
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Corporate services  34%
Finance 31%
Operations 23%
Legal services  4%
CEO’s office  8%

Top management  8%
Senior management 8%
Skilled supervision 71%
Semi skilled  13%

Male 36%
Female 64%

TRAINING PER 
DEPARTMENT

TRAINING PER 
LEVEL

TRAINING PER 
GENDER

23+31+4+8+3471+13+8+836+64
FUTURE FOCUS AREAS
The amount spent on training in the 2015/16 financial year was R1 446 060 
vs R527 559 for the 2014/15 financial year. ECDC has taken a decision to step 
up its HR development to address the critical skills gap identified within the 
corporation. ECDC prides itself on staff development in such areas as property 
development, property investment, facilities management, due diligence, 
project management and monitoring evaluation, as well as the upskilling of 
business advisors. In the review period, there was an intake of 34 interns, 
which positively impacted on ECDC’s strategy on youth development. 

HUMAN RESOURCES DEVELOPMENT 
The human capital team has aligned its focus in line with the realities of ECDC’s 
operating environment. The team is working to improve the overall quality of 
ECDC’s human capital and contribute to building an enabling environment for 
performance excellence. A number of key initiatives are being implemented 
and these include:
• New organisational structure implementation
• Embedding of performance management
• Leadership development programme
• Internship programmes
• Implementation of the HR standards in terms of SABPP, including an  
 HR audit.

CHALLENGES
• Skills shortages in the market and attracting the right skills remain a  
 challenge.
• Embedding a performance management culture which also recognises  
 and rewards good performance, remains a challenge.

R1 446 060

34

SPENT ON TRAINING

INTAKE OF INTERNS
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07

PERFORMANCE
REPORT
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3 728 JOBS
DEVELOPMENT FINANCE

LOCAL & FOREIGN DIRECT INVESTMENT

R92m
LOANS DISBURSED

R2.2bn
SECURED IN KEY ECONOMY SECTORS

TARGET EXCEEDED BY 223%

260 SMMES FINANCED

KEY PERFORMANCE
HIGHLIGHTS 2015/16

CREATED THROUGH FINANCE AND 
DEVELOPMENT SUPPORT PROGRAMMES

17 co-ops approved for Imvaba 
Co-operatives Fund

10 enterprises received R5 million 
through EC Jobs Stimulus Fund

59% WOMEN-OWNED
ENTERPRISES 119% YOUTH-OWNED

ENTERPRISES
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BUSINESS SUPPORT

260 SMMES 
146 ( 50% )
WOMEN-OWNED

93 ( 32% )
YOUTH-OWNED

464 people trained in critical skills in partnership with the dti

R19.5m
SECURED THROUGH THIRD-PARTY FUNDING

INNOVATION & DEVELOPMENT PROJECTS

export promotion
143 ENTERPRISES SUPPORTED

99 ( 60% ) ARE SMMES

GOVERNANCE & FINANCIAL MANAGEMENT
Unqualified audit outcome

PROPERTY
RENTAL COLLECTIONS ROSE TO

R69.5m
R5.1 million in residential sales Sales for 15 houses for R3.9 million 

at an advanced stage

112 enterprises participate in 
creative industries programme

39 enterprises supported through two 
incubation programmes
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GOAL 1: STIMULATE ECONOMIC ACTIVITY

COMMENTS ON GOAL 1
Of the 12 key performance indicator set for the goal, seven targets were achieved and two were almost achieved (within 
10% variance). This represents a 75% achievement. From this, it can be deduced that:

• On the SMME development finance support, the corporation almost achieved its target. ECDC can pride itself on 
having taken steps to ensure that it maintains a quality loan book through its due diligence and SMME non-financial 
support. This target is still low considering the demand; however, the market that the corporation is attracting is very 
risky and costly.

• Greater alignment must occur between third parties and ECDC, especially in the areas of risk funding and incubation, 
which had a knock-on effect on the targets set by ECDC. 

• Closer management of service providers is also needed, especially when entrusted to deliver key aspects of projects 
recorded in the corporate plan.

Strategic Objective 1.1: Optimise investment in priority sectors of the provincial economy 
in line with government imperatives

PERFORMANCE AGAINST 
PREDETERMINED OBJECTIVES

ECDC set itself predetermined objectives, which were reviewed at mid-
year and approved by the shareholder. The following, as detailed in the 
tables, is the revised ECDC’s performance against planned targets, as 
approved by the shareholder.

Key performance 
indicator

Annual planned 
target

Actual 
performance

Deviation 
(%)

Comment/reason for deviation

1.1.1 KEY PERFORMANCE AREA: SMME DEVELOPMENT FINANCE SUPPORT

Rand value of loans 
disbursed

R97 000 000 R92 312 978 -5% Significant portion of target achieved.
New Nexus and Workflow loans to the value of  
R8.9 million approved during February and March 
2016 could not be disbursed principally due to 
delay in signing of cessions by employers and 
clients. These loans will, however, be finalised at 
the beginning of the new financial year.

1.1.2 KEY PERFORMANCE AREA: SMME DEVELOPMENT FINANCE SUPPORT

Number of 
SMMEs received 
development finance

200 260 30% Target achieved. 
Larger number of smaller loans than anticipated 
have been disbursed this year.
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Key performance 
indicator

Annual planned 
target

Actual 
performance

Deviation 
(%)

Comment/reason for deviation

1.1.3 SMME NON-FINANCIAL SUPPORT

Number of SMMEs 
assisted with non-
financial support 
services

280 292 4% Target achieved. 
Partnerships with other public entities, business 
chamber and higher demand for market access 
products, especially in the creative industry space, 
led to over achievement.

1.1.4 IMVABA CO-OPERATIVES

Number of 
co-operatives 
supported with 
finance

16 17 6% Target achieved due to capacitating of unit, 
adjudication and approval of backlog of applications.

1.1.5 INCUBATION PROGRAMME (ECITI) (DEDEAT APP KPI 2.10)

Number of 
entrepreneurs in 
the incubation 
programme

50 39 -22% Target not achieved.
Abenzi Woodhouse did not achieve the target 
number for its incubation programme due to 
insufficient resources.

1.1.6 LOCAL & FOREIGN DIRECT INVESTMENTS

Rand value of 
investments 
realised

R700 million R2 262 863 845 223% Target achieved due to maturity of wind farm 
projects started about seven years ago. These 
were in Grahamstown, Komga and Port Elizabeth. 
This amounted to R2 billion. The combination of 
regulatory processes and related infrastructure 
for connection to the grid delayed the investment  
until now.

1.1.7 THIRD-PARTY FUNDING

Rand value of 
third-party funding 
leveraged for risk 
sharing

R85 000 000 R19 857 425 -77% Target not achieved.
• R30 million expected from National Treasury 

through the Department of Economic 
Development, Environmental Affairs and Tourism 
Schools Bio-Digesters was delayed.    

• Karoo Catch investment of R60 million was 
delayed by IDC because of the due diligence 
process and is complicated due to the farm 
being in the Eastern Cape and the processing 
plant in the Western Cape. 

1.1.8 RISK CAPITAL (DEDEAT APP KPI 2.7)

Number of 
investments 
facilitated 

7 8 14% Target achieved due to an additional project 
received funding through the partnership with 
Technology Innovation Agency (TIA).

1.1.9 INTEGRATED EXPORT SUPPORT (DEDEAT APP KPI 2.8)

Number of SMMEs/
Local entrepreneurs 
provided with 
integrated export 
support

50 143 186% Target achieved due to the export help desks being 
operational in Port Elizabeth and East London. Also 
a factor is the collaboration between the Exporters 
Club and chambers of business in both areas.

1.1.10 CRITICAL SKILLS TRAINING

Number of people 
trained (sector 
development and 
strategic initiative)

400 464 16% Target achieved due to a collaboration between 
the Department of Trade and Industry led to the 
additional number being trained.
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Key performance 
indicator

Annual planned 
target

Actual 
performance

Deviation 
(%)

Comment/reason for deviation

1.1.11 JOBS FACILITATION

Number of jobs 
facilitated by 
development 
finance, risk capital 
and investment 
promotion 

4 000 3 728 -7% Significant portion of target achieved.
• Delays in approvals and disbursements against 

Jobs Fund. 
• In risk capital, most jobs were expected 

from biofuel crops plantations (Ncgobo and 
Alexandria), quarry mining (licensing of the 
Indwe plant delayed) and Graaff Reinet fish 
farm, which did not materialise on time.

• In investment promotion, jobs were expected 
from the Monyetla Work Readiness programme, 
Forestry Jobs Fund project, and possible RED 
hub projects (Ncorha & Mqanduli). However, 
these did not materialise on time.

1.1.12 TOWNSHIP REVITALISATION

Mdantsane Mall 
Revitalisation Project 
Plan 

Approved 
Costed 
project plan

50% of the work 
was done as 
per the previous 
quarters. The 
PSP has been 
appointed as 
planned.

-50% Target not achieved.
There were delays in the appointment of the service 
provider.
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Strategic Objective 2.3: Ensure full implementation of efficient organisational resources and systems

GOAL 2: OPTIMISE ALL RESOURCES TO MAXIMISE 
INVESTMENT RETURNS AND ATTAIN SUSTAINABILITY
COMMENTS ON GOAL 2
Of the six key performance indicators set for the goal, four targets were achieved, one target was significantly achieved 
(within 10% variance) and one target was not achieved. This represents an 83% achievement. From this, it can be 
deduced that the slow pace on the disposal of properties is due to a number of factors, including the economic trends. 
The corporation’s strategy for the year 2016/17 onwards is to improve rental income through the introduction of triple 
net leases and maximisation of returns on the vacant land.

Strategic Objective 2.1: Attain financial sustainability by exceeding costs
Key performance 
indicator

Annual planned 
target

Actual 
performance

Deviation 
(%)

Comment/reason for deviation

2.1.1 COST OPTIMISATION

Cost-to-income 
ratio (excluding 
impairment)

1.08:1 1.09:1 1% Target achieved due to cost containment.

2.1.2 PROPERTY DISPOSAL

Rand value of 
properties 
disposed 

R78 million R6 843 650 -91% Target not achieved. 
• Unanticipated delays due to purchasers failing to 

secure finance (current tenants)
• Outstanding subdivisions
• Current tenants disputing valuations due to own 

maintenance and refusing to finalise deeds of sale
• R13 million kept in attorneys’ trust accounts 

waiting processing pending conclusion of 
conveyancing.

2.1.3 RENTAL INCOME

Rand value of rental 
income collected

R72 million R69 549 495 -3% Significant portion of target achieved.
This is mainly attributed to tenant apathy.

Strategic Objective 2.2: Attain clean audit
Key performance 
indicator

Annual planned 
target

Actual 
performance

Deviation 
(%)

Comment/reason for deviation

2.2.1 FINANCIAL GOVERNANCE AND MANAGEMENT

Audit outcome Unqualified Unqualified 0% Target achieved through unqualified audit outcome.

Key performance indicator Annual planned 
target

Actual 
performance

Deviation 
(%)

Comment/reason for deviation

2.3.1 EMBEDDED CULTURE OF THE PERFORMANCE MANAGEMENT SYSTEM

Percentage of 
employees contracted 
and reviewed 
performance contracts

100% 99.95% 0.5% Target achieved. 

2.3.2 INTEGRATED ENTERPRISE RESOURCE PLANNING (ERP) SYSTEM

Acquisition and 
implementation of ERP 
system

ERP vendor and 
implementation 
partner 
procured

100% complete. 
ERP vendor and 
implementation 
partner 
procured

0% Target achieved.
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The annual financial statements of the corporation are prepared in accordance 
with South African Statements of Generally Accepted Accounting Practice 
and are based upon appropriate accounting policies consistently applied and 
supported by reasonable and prudent judgments and estimates.

The directors place considerable importance on maintaining a strong control 
environment. To this end, the directors set standards for internal control aimed 
at reducing the risk of error or loss in a cost-effective manner. These standards 
include proper delegation of responsibilities within a clearly defined framework, 
effective accounting procedures and adequate segregation of duties to ensure 
an acceptable level of risk. 

During the year under review, such controls were monitored as far as 
reasonably possible throughout the corporation, and all employees are required 
to maintain high ethical standards in ensuring the corporation’s business is 
conducted in a manner that is above reproach in all reasonable circumstances. 
The risk management focus in the corporation is on identifying, assessing, 
managing and monitoring all known forms of risk across the corporation. 
While it is acknowledged that operating risk cannot be fully eliminated, the 
corporation however endeavours to minimise it by ensuring that appropriate 
infrastructures, controls, systems and ethical behaviour are applied within 
predetermined procedures and constraints.

The directors are of the opinion that the system of internal control provides 
reasonable assurance that the financial records may be relied upon for the 
preparation of annual financial statements. Any system of internal control can, 
however, provide only reasonable, and not absolute, assurance against material 
misstatement or loss.

STATEMENT OF RESPONSIBILITIES 
AND APPROVAL 

The directors are 
of the opinion 
that	the	system	
of internal 
control provides 
reasonable 
assurance that the 
financial	records	
may	be	relied	upon	
for the preparation 
of	annual	financial	
statements. 

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

NDZONDELELO DLULANE
Chief Executive Officer

SANDILE SENTWA
Chief Financial Officer

NHLANGANISO DLADLA
Chairperson
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INTRODUCTION
ECDC endorses the code of corporate practices and conduct as contained 
in the King Reports on Corporate Governance, and affirms its commitment 
to comply in all material respects with the principles incorporated in these 
reports. The corporation further subscribes to the corporate governance 
principles set out in the Public Finance Management Act (the PFMA).

ECDC is committed to good corporate citizenship and organisational integrity 
in the running of its affairs. This commitment provides the shareholder(s), 
customers and stakeholders with the comfort that ECDC’s affairs are being 
managed in an ethical and disciplined manner. ECDC’s philosophy is founded 
on principles of service delivery, trust, integrity, transparency, accessibility, 
redress and ethics.

CORPORATE GOVERNANCE 
FRAMEWORK 
The board continued to implement the corporate governance framework, 
which consolidates the corporate governance procedures, practices and rules 
applied by the corporation. These are in line with best practice guidelines 
as contained in the King Reports on Corporate Governance and other good 
governance prescripts and guidelines.

CONFLICTS OF INTEREST
The corporation values are entrenched through an approved code of ethics, 
which guides employee behaviour in all internal and external stakeholder 
relations.
 
In instances where a non-executive director has any direct or indirect personal 
or private business interest, he/she must withdraw from the proceedings 
when the matter is considered by the board or any of its committees, unless 
the board or any of its committees determines that a member’s interest in the 
matter is trivial or irrelevant.

The corporation requires all employees to sign declaration of interest forms 
on an annual basis prior to the commencement of the financial year.

The annual declaration of interests register for the board is noted at the 
beginning of the financial year or as and when a revised declaration of interest 
is submitted to the Company Secretary.

COMPANY SECRETARIAL FUNCTION
The Company Secretary is responsible for:
• Ensuring that board procedures are followed and reviewed regularly and 

that applicable rules and regulations for the conduct of the affairs of the 
board are complied with

• Guiding board members on how their responsibilities should be properly 
discharged in the best interests of the organisation

• Keeping abreast of, and informing, the board of current and new 
developments regarding corporate governance thinking and practice

• Maintaining statutory records in accordance with legal requirements.

CORPORATE GOVERNANCE

ECDC is 
committed to 
good corporate 
citizenship and 
organisational 
integrity	in	the	
running of its 
affairs.



E
C

D
C

  
 |

  
 A

N
N

U
A

L
 R

E
P

O
R

T
 2

0
1

5
/1

6

78

The board has access to the services and advice of the Company Secretary. 
In addition to various statutory functions, the Company Secretary provides 
individual non-executive directors and the board with guidance on duties, 
responsibilities and powers, and the impact of regulatory developments. 

The board has empowered the Company Secretary with the responsibility for 
advising the board, through the Chairman, on all governance matters. The 
Company Secretary acts as the primary point of contact between the board 
and the corporation.

The Company Secretary is qualified to perform the duties in accordance with 
the applicable legislation and is considered by the board to be fit and proper 
for the position.

BOARD COMPOSITION
The Member of the Executive Council responsible for the Department of 
Economic Development, Environmental Affairs and Tourism, appoints the 
Board of Directors in terms of section 7(3) of the Eastern Cape Development 
Corporation Act, 1997 (Act No. 2 of 1997).

The corporation’s memorandum of incorporation provides that there shall not 
be less than five and not more than 18 directors. As at 31 March 2016, the 
board is comprised of 11 directors, of whom nine are non-executive, including 
the Chairman, as well as the Chief Executive Officer and Chief Financial Officer 
as executive directors (ex officio members).

The Chairman and the Chief Executive’s roles and responsibilities are separate. 

BOARD INDUCTION AND 
INFORMATION
The Company Secretary is tasked with assisting the board with the induction 
of new non-executive directors and directors’ orientation.

A formal induction programme introduces non-executive directors to 
the corporation’s business environment, risk management, regulatory 
environment, governance framework, sustainability issues and fiduciary 
duties as contained in the Public Finance Management Act (PFMA) and ECDC. 
Non-executive directors are regularly kept abreast of relevant corporation 
matters and regulatory developments.  

SUCCESSION PLANNING
The Chairperson is in constant engagement with the shareholder 
representative on the corporation’s needs and requirements as far as board 
matters are concerned.

BOARD AND COMMITTEES’ 
MEMBERSHIP AND MEETING 
ATTENDANCE 
The board has delegated some of its responsibilities to committees in 
accordance with the approved delegation of authority. Each committee 
acts within the ambit of clearly defined terms of reference approved by the 
board. These mandates are periodically reviewed and updated to address 
the recommendations of King III and the requirements of ECDC and Public 
Finance Management Act, including Protocol on Corporate Governance in the 
Public Sector.

11
BOARD MEMBERS
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The board has five committees to assist it in discharging its role and 
responsibilities, namely:
• Audit, Risk and Compliance Committee
• Human Resources and Remuneration Committee
• Funding and Investment Committee
• Social and Ethics Committee
• Governance and Nominations Committee.

Appropriate committee structures have been established in line with legislative 
requirements and business imperatives. These committees continue to 
operate appropriately and assist the corporation with comprehensive control 
improvement and sound governance.

Audit, Risk & 
Compliance 

HR & 
Remuneration

Funding & 
Investment 

Social & 
Ethics 

Governance & 
Nomination 

Non–executive directors X

N Dladla (Chairperson)
L Jiya (Deputy Chairperson) X X
B Nqadolo X X
M Maqetuka X X
R Nicholls* X
N Madiba X X X
P Bosman X X X
S Thobela X X X
M Sishuba X X X
M Damane X X

* External Audit Committee member

BOARD AND COMMITTEE MEETING ATTENDANCE
Board 

appointment
Board: 

7 meetings
Audit, Risk & 
Compliance:
8 meetings

HR & 
Remuneration:

10 meetings

Funding & 
Investment:
6 meetings

Social & 
Ethics:

3 meetings

Governance & 
Nomination:
3 meetings

Ad hoc 
meetings

Non-executive directors
B Nqadolo 03/11/2009 1 6 - 3 - - 1
L Jiya 19/10/2011 7 - - 6 - 3 8
M Maqetuka 08/11/2012 7 - 6 - 3 - 13
R Nicholls** 03/11/2009 - 5 - - - - 17
N Dladla 01/10/2014 6 - - - - 3 34
S Thobela 15/09/2014 7 - 9 6 3 - 19
M Sishuba 01/10/2014 4 2 5 - 1 - 4
N Madiba 15/09/2014 7 8 10 - 3 2 17
P Bosman 01/10/2014 7 8 - 4 - 2 32
M Damane 15/09/2014 7 - 10 5 - - 18
**External Audit Committee member
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DELEGATION OF AUTHORITY
The board has delegated to the Chief Executive Officer the day-to-day running 
of the business within the approved delegation of authority framework. 

The delegation of authority framework applies to all employees of the 
corporation. 

MATTERS RESERVED FOR 
BOARD DECISION
• Approving the strategy, corporate plan, annual budgets and any subsequent 

material changes in strategic direction
• Approving annual financial statements, as well as the declaration of 

dividends
• Approving any significant changes in accounting policies or practices
• Recommending the acquisition or disposal of a significant shareholding in 

the corporation for the shareholder’s approval
• Recommending the acquisition or disposal of a significant asset for the 

shareholder’s approval
• Recommending amendments to the corporation’s memorandum of 

incorporation to the shareholder
• Entering into a compact with the shareholder
• Appointing and removing the Company Secretary
• Approving terms and conditions of the corporation’s rights issues, public 

officers, capital issues or issues of convertible securities, including shares 
or convertible securities issued for acquisitions

• Recommending the approval of any ordinary or special resolutions in 
respect of the corporation to the shareholder

• Appointments and changes in the composition of the board committees, 
as the board may elect from time to time

• Effecting any changes in directors’ fees and benefits as recommended by 
the Human Resources and Remuneration Committee and approved by the 
shareholder

• Any amendment to such rules as recommended by the Human Resources 
and Remuneration Committee.
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Name of Member Period of Membership 18/05/15 13/08/15 14/10/15 16/02/16

P Bosman 01/10/2014 - 31/03/2016 √ √ √  √

N Madiba 01/10/2014 - 31/03/2016  √ √ √  √

M Sishuba 01/10/2014 - 31/03/2016  √ X X x

B Nqadolo 01/04/2014 - 31/03/2016 √ √ √ √ 

R Nicholls 01/04/2014 - 31/03/2016  √ X √ x

√      Present

X      Absent with apology

AUDIT, RISK AND COMPLIANCE 
COMMITTEE REPORT

The Audit, Risk and Compliance Committee’s function is guided by a detailed 
charter which is informed by the relevant governance prescript and aligned 
to the business.

PURPOSE
The purpose of the Audit, Risk and Compliance Committee is to assist the 
board in discharging its duties relating to the safeguarding of assets, the 
operation of adequate systems, control and reporting processes, and the 
preparation of accurate reporting and financial statements in compliance 
with the applicable legal requirements and accounting standards.

OVERVIEW
We are pleased to present our report for the financial year ended  
31 March 2016 that reflects an unqualified audit opinion with an emphasis of 
matter as outlined in the Auditor-General’s report. 

AUDIT, RISK & COMPLIANCE 
COMMITTEE MEMBERS & ATTENDANCE
The Audit, Risk and Compliance Committee consists of the members listed 
hereunder. As per its terms of reference, the committee is required to meet at 
least four times a year. During the year under review, four meetings were held..

AUDIT, RISK AND COMPLIANCE 
COMMITTEE’S ROLES AND 
RESPONSIBILITIES 
The Audit, Risk and Compliance Committee is a committee of the board and 
has discharged its responsibilities as they relate to the group’s accounting, 
internal auditing, internal control and financial reporting practices. The Audit, 
Risk and Compliance Committee: has formal terms of reference; has regulated 
its affairs in compliance with these terms of reference; and has discharged its 
responsibilities contained therein.

This report is 
provided	by	the	
Audit, Risk and 
Compliance 
Committee in 
respect of the 
2015/16	financial	
year	of	Eastern	
Cape Development 
Corporation.
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EFFECTIVENESS OF INTERNAL CONTROL
During the year, various reports of the internal auditor, as well as the Audit Report 
on the Annual Financial Statements and Management Report of the Auditor-
General, indicated that the system of internal control has shortcomings. The Audit, 
Risk and Compliance Committee has noted these and based on the outcome of 
such reviews and the information provided by management, the committee is of 
the opinion that the internal controls of the corporation were partially effective 
throughout the year under review.

MONTHLY AND QUARTERLY 
PERFORMANCE INFORMATION
The Audit, Risk and Compliance Committee is of the view that the content and 
quality of monthly and quarterly reports prepared and issued by the corporation 
during the year under review has been produced in line with specified guidelines 
and standards.

INTERNAL AUDIT
The Audit, Risk and Compliance Committee reviewed the activities of the internal 
audit function and has concluded the following:
• The function is effective and that there  were no unjustified restrictions or 

limitations 
• The internal audit reports were reviewed at quarterly meetings, including its 

annual work programme, coordination with the external auditors, the reports 
of significant investigations and the responses of management to issues raised 
therein.

In respect of the coordination of assurance activities, the Audit, Risk and 
Compliance Committee reviewed the plans and work outputs of the external and 
internal auditors and concluded that these were adequate to address all significant 
financial risks facing the business.

The Head of Internal Audit has direct access to the Audit, Risk and Compliance 
Committee Chairperson and other members. The Audit, Risk and Compliance 
Committee is also responsible for the assessment of the performance of the Head 
of Internal Audit, and the internal audit function.

LEGAL AND COMPLIANCE
In respect of legal and regulatory requirements to the extent that it may have an 
impact on the financial statements, the Audit, Risk and Compliance Committee 
reviewed the corporation’s internal legal team and the adequacy and effectiveness 
of the corporation’s procedures to ensure compliance with legal and regulatory 
responsibilities.

The Audit, Risk and Compliance Committee notes that its recommendations of 
previous financial years to build capacity in the area of legal and compliance were 
not implemented. Notwithstanding this, there has been substantial compliance 
with its legal, regulatory or other responsibilities.

RISK MANAGEMENT AND 
INFORMATION TECHNOLOGY
In respect of risk management and information technology, the Audit, Risk and 
Compliance Committee, insofar as relevant to its functions:
• Reviewed the policies on risk assessment and risk management, including IT 

risks as they pertain to financial reporting and the going concern assessment, 
and found them to be adequate
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• Considered and reviewed the findings and recommendations of the internal 
audit

• Monitored and evaluated significant IT investments, delivery of services, IT 
governance and the management of IT.

Internal Audit has performed a review on risk management for the year under 
assessment and have found the system of internal controls to be partially effective. 
Internal Audit has assessed the risk management processes at a level 3 of the 
maturity model. 

EXTERNAL AUDITORS
The Auditor-General acted as the external auditors throughout the year. The Audit, 
Risk and Compliance Committee reviewed the external auditors’ scope and work 
plan to ensure that key risk areas of the business were being addressed during the 
audit process. 

EVALUATION OF FINANCIAL STATEMENTS
The Audit, Risk and Compliance Committee has:  
• Reviewed and discussed with the Auditor-General and the accounting authority 

the audited annual financial statements to be included in the annual report
• Reviewed the Auditor-General’s audit report, the management letter and 

management responses thereto
• Reviewed the significant adjustments resulting from the audit.

The Audit, Risk and Compliance Committee notes the conclusions of the Auditor-
General on the annual financial statements. The committee is of the opinion that 
the audited financial statements be accepted and read together with the report 
of the Auditor-General and the Directors’ Report. The Audit, Risk and Compliance 
Committee agrees that the adoption of the going concern premise is appropriate 
in preparing the annual financial statements. 

P BOSMAN
Chairperson of the Audit, Risk and Compliance Committee
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DIRECTORS’ REPORT

The corporation is established by the Eastern Cape Development Corporation 
Act, 1997 (Act No. 2 of 1997) (ECDC Act). It is listed in Schedule 3 D of the 
Public Finance Management Act, 1999 (Act No. 1 of 1999) (the PFMA) as a 
Provincial Government Business Enterprise. 

SHAREHOLDING 
The Provincial Government of the Eastern Cape is the sole shareholder 
represented by the Member of the Executive Council of the Department of 
Economic Development, Environmental Affairs and Tourism.

DIRECTORS
The composition of the board is set out in the Corporate Governance report 
with summary curricula vitae of each director contained on pages 12 - 13.

COMPETENCY OF THE CHIEF 
FINANCIAL OFFICER
In accordance with King III, the Audit, Risk and Compliance Committee has 
assessed the competency of the Chief Financial Officer and the Finance 
Function.

The Audit, Risk and Compliance Committee notes some shortcomings in the 
finance department and will embark on addressing such during the course of 
the new financial year.

ACCOUNTING POLICIES
The accounting policies used in the preparation of the annual financial 
statements for the year ended 31 March 2016 are in accordance with 
International Financial Reporting Standards (IFRIS) and consistent with those 
applied in the prior year. 

CRITICAL JUDGEMENTS AND 
ESTIMATIONS MADE IN APPLYING 
THE ACCOUNTING POLICIES
Judgements made by management and supported by the board in the 
application of IFRIS that have a significant impact on the annual financial 
statements are disclosed in the accounting policies.

The directors are 
pleased to present 
their report and the 
audited	financial	
statements for the 
year	ended	
31 March 2016. 
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AUTHORISED AND ISSUED SHARE 
CAPITAL
The authorised share capital of the corporation remained unchanged at  
R1 billion worth of ordinary shares. Of this, the corporation issued  
427 589 674 worth of ordinary shares to the Provincial Government of the 
Eastern Cape (Department of Economic Development, Environmental Affairs 
and Tourism). 

The issued share capital is made up of 213 794 837 “A” shares of R1 each and 
213 794 837 “B” shares of R1 each.

DIVISIONS, SUBSIDIARIES AND 
ASSOCIATE COMPANIES
A detailed list of subsidiaries and associate companies are contained in the 
supplementary information to the annual financial statements. 

DIVIDENDS
No dividends were declared or paid to shareholders during the year.

JUDICIAL PROCEEDINGS
The annual financial statements include a best estimate of expected 
settlement costs for judicial proceedings entered into by ECDC, as either 
defendant or plaintiff, where the outcome can be assessed with reasonable 
certainty. These estimates take into account the legal opinions obtained for 
the corporation and the group. The contingent liabilities of the group have 
been disclosed in note 28 of the annual financial statements. 

POST BALANCE SHEET 
EVENTS REVIEW
There are no post balance sheet events relating to the year under review. 

GOING CONCERN
Having reviewed the corporation’s cash flow forecast for the year to 31 March 
2016 and, in the light of this review and current financial position, the directors 
are satisfied that the corporation has, or has access to, adequate resources to 
continue its operational existence for the future.

EXECUTIVE REMUNERATION
ECDC continues to regard its employees as the most valued asset of the 
business. The human resources strategy remains one of the pillars of the 
ECDC strategy and provides the framework for addressing HR challenges. The 
HR strategy remains focused on providing the right skills in the right place at 
the right time to support delivery of business objectives. ECDC recognises that 
remuneration is a business issue, not purely a human resources issue, as it has 
a direct impact on operational expenditure, organisational culture, employee 
behaviour and ultimately the financial sustainability of the corporation. As 
such, the Eastern Cape Development Corporation’s approach to reward is 
consistent with its objectives and strategic value drivers. 
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Accordingly the objective of the ECDC remuneration philosophy is to:
• Increase productivity by ensuring that individuals, teams are recognised 

and rewarded for sustained superior performance, whilst managing the 
total cost of employment

• Compete effectively in the labour market and to recruit and retain high 
calibre staff

• Establish reward as a strategic driver of performance, to encourage and 
promote continuous improvement both at a personal, corporate and unit 
level

• Attract, motivate and retain skilled personnel to enable the corporation to 
retain a competitive edge over its competitors

• Commensurate pay to performance. 

EXECUTIVE REMUNERATION – 
GUARANTEED
The remuneration levels of the ECDC executives are largely determined by the 
market. It is generally accepted that state-owned enterprises require people 
with exceptional skills to lead them competently and create employment. 
State-owned companies often manage businesses of the same magnitude as, 
or larger than, public listed companies. They also have the added responsibility 
of managing key national resources. 

ECDC aims to remunerate employees at the market median and the guaranteed 
remuneration of executives at ECDC compares well with the market median. 
The aim is to pay fairly for responsibility exercised and results achieved.

ECDC annually conducts an executive remuneration benchmark exercise to 
compare the remuneration of the executive teams with the external market.

The executive remuneration benchmark survey is conducted based on The 
SA Guide to Executive Remuneration and Reward, a national remuneration 
survey published annually by Deloitte Consulting.

The outcome of the current study by the Presidential Review Committee into 
the remuneration of executives at state-owned companies will, in future, also 
impact on the increases of executives.
 

DIRECTOR’S FEES
Fees were paid to directors for the board, sub-committee and ad hoc 
attendance during the financial year under review.

Board Audit, Risk & 
Compliance

Social & 
Ethics

HR & 
Remuneration

Funding & 
Investment

Governance & 
Nominations

Ad hoc TOTAL

N Dladla 63 187.00 - - - 22 912.50 266 312.50 352 412.50 

L Jiya 61 100.00 -   -   - 46 737.50 15 275.00 56 287.50 179 400.00 

M Maqetuka 45 825.00 -   20 412.50 30 550.00 - - 80 737.50 177 525.00 

M Damane 45 825.00 -   -   50 825.00 25 825.00 - 123 162.50 245 837.50 

N Madiba 45 825.00 40 550.00 17 775.00 76 237.50 -   - 102 462.50 282 850.00 

S Thobela 45 825.00 - 15 275.00 45 825.00 30 825.00 - 128 154.02 265 904.02 

M Sishuba 30 825.00 10 275.00 5 275.00 25 550.00 -   10 000.00  37 687.50 119 612.50 

P Bosman 45 825.00 81 100.00 -   -   20 825.00 10 275.00 281 912.50 439 937.50 

R Nicholls -   37 912.50 -   -   - - 7 912.50 45 825.00 

B Nqadolo -   - -   - - -   -   -

 384 237.50 169 837.50 58 737.50 228 987.50 124 212.50 58 462.50 1 081 629.02 2 109 104.02 
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REPORT OF THE AUDITOR-GENERAL
TO THE EASTERN CAPE PROVINCIAL LEGISLATURE ON 
EASTERN CAPE DEVELOPMENT CORPORATION

INTRODUCTION
1. I have audited the consolidated and separate financial statements of the 

Eastern Cape Development Corporation and its subsidiaries set out on pages 
95 to 140, which comprise the consolidated and separate statement of financial 
position as at 31 March 2016, the consolidated and separate statement of 
comprehensive income, statement of changes in equity, and statement of cash 
flows 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 
CONSOLIDATED AND SEPARATE 
FINANCIAL STATEMENTS
2. The board of directors, which constitutes the accounting authority, is responsible for 

the preparation and fair presentation of these consolidated and separate financial 
statements in accordance with South African Statements of Generally Accepted 
Accounting Practice (SA Statements of GAAP) and the requirements of the Public 
Finance Management Act of South Africa, 1999 (Act No. 1 of 1999) (PFMA), and 
for such internal control as the accounting authority determines is necessary to 
enable the preparation of consolidated and separate 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 consolidated and separate 

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 consolidated and separate financial statements 
are free from material misstatement.

4. An audit involves performing procedures to obtain audit evidence about the 
amounts and disclosures in the consolidated and separate financial statements. 
The procedures selected depend on the auditor’s judgement, including 
the assessment of the risks of material misstatement of the consolidated 
and separate financial statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers internal control relevant to the 
entity’s preparation and fair presentation of the consolidated and separate 
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 consolidated and separate 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 consolidated and separate financial statements present fairly, 

in all material respects, the financial position of the Eastern Cape Development 
Corporation (ECDC) and its subsidiaries as at 31 March 2016 and  their financial 
performance and cash flows for the year then ended, in accordance with the 
SA Statements of GAAP and the requirements of the PFMA.

EMPHASIS OF MATTERS
7. I draw attention to the matters below. My opinion is not modified in respect of 

these matters.

IRREGULAR EXPENDITURE
8. Irregular expenditure of R8.89 million (2014-15: R8.08 million) that has 

accumulated from the prior year and that has not been recovered, written off 
or condoned is disclosed in note 36 to the financial statements.

MATERIAL IMPAIRMENTS
9. Included in note 20 to the consolidated and separate financial statements are 

material impairments relating to trade and other receivables amounting to 
R37.04 million (2014-15: R35.26 million).

DISCONTINUED OPERATION
10. Oceanwise (Pty) Ltd was discontinued with effect from 31 March 2016 and, as 

a result, is not required to be consolidated in the current year as disclosed in 
note 42 to the consolidated and separate financial statements.

ADDITIONAL MATTER
11. I draw attention to the matter below. My opinion is not modified in respect of 

this matter.
 
OTHER REPORTS REQUIRED BY THE COMPANIES ACT

12. As part of our audit of the financial statements for the year ended  
31 March 2016, I have read the director’s report, the audit committee’s report 
for the purpose of identifying whether there are material inconsistencies 
between these reports and the audited consolidated and separate financial 
statements. These reports are the responsibility of the respective preparers. 
Based on reading these reports I have not identified material inconsistencies 
between the reports and the audited consolidated and separate financial 
statements in respect of which I have expressed an unqualified opinion. I 
have not audited the reports and accordingly do not express an opinion on 
them.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

13. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) 
and the general notice issued in terms thereof, I have a responsibility to report 
findings on the reported performance information against predetermined 
objectives of selected objectives 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 
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gather evidence to express assurance on these matters. Accordingly, I do not 
express an opinion or conclusion on these matters.

PREDETERMINED OBJECTIVES
14. I performed procedures to obtain evidence about the usefulness and reliability 

of the reported performance information of the following selected strategic 
goal presented in the annual performance report of the entity for the year 
ended 31 March 2016:

 •   Strategic goal 1: Stimulate economic activity on pages 70 to 72
15. I evaluated the usefulness of the reported performance information to determine 

whether it was presented in accordance with the National Treasury’s annual 
reporting principles and whether the reported performance was consistent 
with the planned objectives. I further performed tests to determine whether 
indicators and targets were well defined, verifiable, specific, measurable, time 
bound and relevant, as required by the National Treasury’s Framework for 
managing programme performance information (FMPPI).

16. I assessed the reliability of the reported performance information to determine 
whether it was valid, accurate and complete.

17. I did not raise any material findings on the usefulness and reliability of the 
reported performance information for the selected strategic goal.

 

ADDITIONAL MATTERS
18. Although I raised no material findings on the usefulness and reliability of 

the reported performance information for the selected strategic goal, I draw 
attention to the following matters:

ACHIEVEMENT OF PLANNED TARGETS

19. Refer to the annual performance report on pages 70 to 73 for information on 
the achievement of planned targets for the year. 

UNAUDITED SUPPLEMENTARY INFORMATION

20. The supplementary information set out on page 73 does not form part of the 
annual performance report and is presented as additional information. I have 
not audited these schedules and, accordingly, I do not report on them. 

COMPLIANCE WITH LEGISLATION
21. I performed procedures to obtain evidence that the entity had complied 

with applicable legislation regarding financial matters, financial management 
and other related matters. My material findings on compliance with specific 
matters in key legislation, as set out in the general notice issued in terms of 
the PAA, are as follows:

CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS AND 
REPORTING

22. The consolidated and separate financial statements submitted for auditing 
were not prepared in accordance with the prescribed financial reporting 
framework and supported by full and proper records as required by section 
55(1)(a) and (b) of the PFMA. Material misstatements of current assets 
and discontinued operations identified by the auditors in the submitted 
consolidated and separate financial statements were subsequently corrected 
and the supporting records were provided subsequently, which resulted in the 
consolidated and separate financial statements receiving a unqualified audit 
opinion.

EXPENDITURE MANAGEMENT

23. Effective steps were not taken to prevent irregular expenditure, amounting 
to R26,19 million as disclosed in note 36 of the consolidated and separate 
financial statements as required by section 51(1)(b)(ii) of the PFMA.
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PROCUREMENT AND CONTRACT MANAGEMENT

24. Construction projects were not registered with the Construction Industry 
Development Board (CIDB), as required by section 22 of the CIDB Act and CIDB 
regulation 18.

 

INTERNAL CONTROL
25. I considered internal control relevant to my audit of the consolidated and 

separate financial statements, annual performance report and compliance 
with legislation. The matters reported below are limited to the significant 
internal control deficiencies that resulted in the findings on compliance with 
legislation included in this report. 

LEADERSHIP
26. Leadership’s oversight responsibility over financial reporting resulted in 

an improved audit outcome. However there is still improvement required 
on oversight and accountability to ensure consistent implementation and 
monitoring of compliance with laws and regulations throughout the year. 

27. The audit of one of the entity’s subsidiaries was not concluded at the stage 
of submitting consolidated financial statements for auditing. A material 
adjustment was made to the consolidated financial statements to include the 
financial results of this subsidiary.  The oversight over ECDC’s subsidiaries is 
inadequate to ensure proper financial management and governance of some 
its subsidiaries. 

FINANCIAL AND PERFORMANCE 
MANAGEMENT
28. Recurring material non-compliance findings, particularly material 

misstatements in the consolidated and separate financial statements, 
expenditure management and non-compliance with procurement and contract 
management are not being adequately addressed. This is due to inadequate 
monitoring of the audit improvement plan.  

 

GOVERNANCE
29. Although risk management activities took place within the entity and the 

necessary policies and procedures have been formulated and documented, 
the findings on compliance with laws and regulations were not addressed 
adequately. This indicates inadequate implementation and monitoring of the 
results of the risk assessment process.

EAST LONDON
 31 July 2016
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GENERAL INFORMATION

EASTERN CAPE DEVELOPMENT CORPORATION 

CONSOLIDATED ANNUAL 
FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 MARCH 2016

Country of incorporation and domicile  South Africa
Legal Form Government Business Enterprise 
Registered office Ocean Terrace Park, Moore Street, Quigney, East London
Postal address PO Box 11197, Southernwood, East London, 5213

The reports and statements set out below comprise the consolidated annual financial statements presented 
to the shareholder:

STATEMENT OF FINANCIAL POSITION 93

STATEMENT OF COMPREHENSIVE INCOME 94

STATEMENT OF CHANGES IN EQUITY 95

STATEMENT OF CASH FLOWS 97

ACCOUNTING POLICIES 98

NOTES TO THE CONSOLIDATED ANNUAL FINANCIAL STATEMENTS 109

The consolidated annual financial statements set out on pages 95 to 140 which have been prepared on the going 
concern basis, were approved by the Board of Directors on 29 July 2016 and were signed on its behalf by:

NDZONDELELO DLULANE
Chief Executive Officer

SANDILE SENTWA
Chief Financial Officer
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STATEMENT OF FINANCIAL POSITION 
AS AT 31 MARCH 2016

Group Company
Figures in Rand thousand Note(s) 2016 2015 2014 2016 2015 2014

ASSETS

Non-Current Assets
Biological assets 39 - 24 240 - - - -
Investment property 2 1 097 747 929 461 2 051 831 1 032 197 874 361 730 371
Property, plant and equipment 3 60 006 94 428 543 091 23 821 24 461 24 888
Intangible assets 40 577 5 418 3 448 475 98 158
Investments in subsidiaries 4 - - - 23 012 23 012 23 006
Investments in associates 5 26 798 23 919 21 613 - - -
Loans to group companies 6 - - - 24 939 22 141 20 385
Investments 7 35 252 35 394 34 727 31 954 31 857 32 454
Deferred tax 8 - - 800 - - -
Operating lease asset 613 650 473 - - -
Loans advanced 9 45 663 14 848 70 476 45 663 14 848 70 476

1 266 656 1 128 358 2 726 459 1 182 061 990 778 901 738
Current Assets
Inventories 42 2 033 3 073 2 033 - - -
Loans to incubatees 7 175 - - - - -
Current tax receivable 85 85 173 - - -
Trade and other receivables 10 38 852 25 211 55 880 34 050 20 062 19 632
Loans advanced 9 36 880 87 112 68 704 36 880 87 112 68 704
Cash and cash equivalents 11 270 735 301 274 606 705 247 000 279 077 470 407

348 760 416 755 733 495 317 930 386 251 558 743
Non-current assets held for sale 43 8 985 4 245 14 095 8 985 4 245 14 095
Total Assets 1 624 401 1 549 358 3 474 049 1 508 976 1 381 274 1 474 576

EQUITY AND LIABILITIES
Equity
Equity Attributable to Equity
Holders of Parent
Share capital 12 427 590 427 590 427 590 427 590 427 590 427 590
Reserves 13 410 540 427 949 415 709 410 540 410 540 407 403
Retained income 535 769 409 881 434 927 377 591 278 805 203 615

1 373 899 1 265 420 1 278 226 1 215 721 1 116 935 1 038 608
Non-controlling interest 1 114 (5 666) 42 651 - - -

1 375 013 1 259 754 1 320 877 1 215 721 1 116 935 1 038 608
LIABILITIES
Non-Current Liabilities
Loans from group companies 6 - - - 57 913 52 720 42 531
Loans from shareholders 41 - 28 306 - - - -
Interest bearing borrowings 14 - 23 875 898 - 198 898
Finance lease obligation 44 11 541 50 - 508 -
Operating lease liability 15 80 - - - -
Retirement benefit obligation 15 35 691 32 389 28 808 35 691 32 389 28 808
Deferred income 16 379 504 1 546 683 - - -
Deferred tax 8 - 16 - - - -

36 096 85 711 1 576 439 93 604 85 815 72 237
Current Liabilities
Loans from shareholders 41 - 508 - - - -
Interest bearing borrowings 14 235 507 273 235 507 273
Current tax payable 66 108 108 - - -
Finance lease obligation 44 530 553 14 508 508 -
Operating lease liability 68 101 - - - -
Trade and other payables 17 72 402 91 299 202 735 71 470 75 549 132 133
Deferred income 16 139 991 110 817 373 603 127 438 101 960 231 325

213 292 203 893 576 733 199 651 178 524 363 731
Total Liabilities 249 388 289 604 2 153 172 293 255 264 339 435 968
Total Equity and Liabilities 1 624 401 1 549 358 3 474 049 1 508 976 1 381 274 1 474 576
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STATEMENT OF COMPREHENSIVE INCOME 
AS AT 31 MARCH 2016

Group Company
Figures in Rand thousand Note(s) 2016 2015 2016 2015

Continuing operations
Revenue 19 137 950 131 849 123 918 117 325
Other income 25 447 25 647 25 319 23 839
Government grants 175 270 235 681 150 335 171 763
Operating expenses (424 682) (468 640) (383 326) (404 578)

Operating loss 20 (86 015) (75 463) (83 754) (91 651)
Investment revenue 22 10 002 10 142 10 890 10 949
Fair value adjustments 23 177 834 164 536 171 773 149 572
Income from equity accounted 
investments 2 880 2 305 - -

Finance costs 24 (133) (738) (123) (74)

Profit before taxation 104 568 100 782 98 786 68 796
Taxation 25 16 (824) - -

Profit from continuing operations 104 584 99 958 98 786 68 796
Discontinued operations
(Loss) profit from discontinued operations 43 (53 696) - - -

Profit for the year 50 888 99 958 98 786 68 796
Other comprehensive income:
Gains and losses on property revaluation - 3 137 - 3 137

Total comprehensive income for the year 50 888 103 095 98 786 71 933

Attributable to:
Owners of the parent:
Profit for the year from continuing 
operations 104 518 100 050 98 786 68 796

(Loss) profit for the year from 
discontinuing operations (53 696) - - -

Profit for the year attributable to 
owners of the parent 50 822 100 050 98 786 68 796

Non-controlling interest:
Profit for the year from continuing operations 66 (92) - -

Total comprehensive income 
attributable to:

Owners of the parent 50 822 103 187 98 786 71 933
Non-controlling interest 66 (92) - -

50 888 103 095 98 786 71 933
Other comprehensive income:
Gains and losses on property revaluation - 3 137 - 3 137
Other comprehensive income for the year 
net of taxation 36 - 3 137 - 3 137
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STATEMENT OF CHANGES IN EQUITY
AS AT 31 MARCH 2016

 Figures in Rand thousand Share 
capital

Revaluation 
resereve

Fair value 
adjustment 

assets 
available for 
sale reserve

Other NDR Total 
reserves

Retained 
income

Total 
attributable to 
equity holders 
of the group/

company

Non-
controlling 

interest

Total equity

GROUP
Opening balance as 
previously reported 
Adjustments 427 590 458 22 680 392 571 415 709 426 019 1 269 318 42 651 1 311 969
Prior year adjustments 
(note 38) - - - - - 8 908 8 908 - 8 908
Balance at 01 April 
2014 as restated 427 590 458 22 680 392 571 415 709 434 927 1 278 226 42 651 1 320 877
Profit for the year - - - - - 100 050 100 050 (92) 99 958
Total comprehensive 
income for the year - - - - - 100 050 100 050 (92) 99 958
Transfer between 
reserves - - - (8 306) (8 306) (110 542) (118 848) (41 692) (160 540)
Retained loss taken over 
at Oceanwise (Pty) Ltd - - - - - (37 482) (37 482) 10 000 (27 482)
Reserves taken over at 
Oceanwise (Pty) Ltd - 17 409 - - 17 409 - 17 409 - 17 409

Impairment on 
reclassified investments - - - - - 6 395 6 395 - 6 395
Revaluation of PPE 
recorded incorrectly - 3 137 - - 3 137 - 3 137 - 3 137
Correction of Non- 
controlling interest - - - - - 16 533 16 533 (16 533) -
Total contributions by 
and distributions to 
owners of company 
recognised directly in 
equity - 20 546 - (8 306) 12 240 (125 096) (112 856) (48 225) (161 081)

Opening balance as 
previously reported 427 590 18 668 22 680 384 265 424 812 417 972 1 270 374 (5 666) 1 264 708
Adjustments

Prior year adjustments 
(refer to Note 38) - - - - - (8 091) - (8 091)
Correction of PPE 
Revaluation Reserve - 2 336 - - 2 336 - 2 336 - 2 336
Balance at 01 April 
2015 as restated 427 590 21 004 22 680 384 265 427 148 409 881 1 264 619 (5 666) 1 258 953
Profit for the year - - - - - 50 822 50 822 66 50 888
Fair value gains/Profit or 
(Loss) - - - - - - - - -
Total comprehensive 
income for the year - - - - - 50 822 50 822 66 50 888
Oceanwise - 
discontinued operations - (17 409) - - (17 409) 75 066 57 657 6 714 64 371
Total contributions by 
and distributions to 
owners of company 
recognised directly in 
equity - (17 409) - - (17 409) 75 066 57 657 6 714 64 371
Balance at 31 March 
2016 427 590 3 595 22 680 384 265 410 540 535 769 1 373 899 1 114 1 375 013
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STATEMENT OF CHANGES IN EQUITY
...CONTINUED

 Figures in Rand thousand Share 
capital

Revaluation 
resereve

Fair value 
adjustment 

assets 
available for 
sale reserve

Other NDR Total 
reserves

Retained 
income

Total 
attributable to 
equity holders 
of the group/

company

Non-
controlling 

interest

Total equity

COMPANY
Balance at 
01 April 2014 427 590 458 22 680 384 265 407 403 203 615 1 038 608 - 1 038 608
Profit for the year - - - - - 68 796 68 796 - 68 796
Fair value gains 
transferred/Profit or 
(Loss) - 3 137 - - 3 137 - 3 137 - 3 137
Total comprehensive 
income for the year - 3 137 - - 3 137 68 796 71 933 - 71 933
Impairment on 
reclassified investments - - - - - 6 395 6 395 - 6 395
Total contributions by 
and distributions to 
owners of company 
recognised directly in 
equity - - - - - 6 395 6 395 - 6 395
Opening balance as 
previously reported 427 590 1 259 22 680 384 265 408 204 308 112 1 143 906 - 1 143 906

Adjustments

Prior year adjustments 
(refer to Note 38) - 2 336 - - 2 336 (29 307) (26 971) - (26 971)
Balance at 01 April 
2015 as restated 427 590 3 595 22 680 384 265 410 540 278 805 1 116 935 - 1 116 935
Profit for the year - - - - 98 786 98 786 - 98 786
Fair value gains 
transferred/Profit or 
(Loss) - - - - - - - - -
Total comprehensive 
income for the year - - - - - 98 786 98 786 - 98 786
Balance at 
31 March 2016 427 590 3 595 22 680 384 265 410 540 377 591 1 215 721 - 1 215 721

Note(s) 12 13 & 36 36 36
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STATEMENT OF CASH FLOWS
AS AT 31 MARCH 2016

Group Company
Figures in Rand thousand Note(s) 2016 2015 2016 2015

Cash flows from operating activities

Cash from/ (used) in operations 26 (73 895) (231 396) (87 912) (250 623)
Interest income 9 900 10 051 8 916 9 251
Dividends received 101 91 - -
Finance costs (133) (738) (123) (74)
Tax paid 27 - (124) - -

Net cash from/(used) in operating activities (64 027) (222 116) (79 119) (241 446)

Cash flows from investing activities

Purchase of property, plant and equipment 3 (1 297) (651) (1 019) (449)
Sale of property, plant and equipment 3 1 - - -
Sale of investment property 2 5 171 16 883 5 171 16 883
Purchase of intangible assets 40 (538) (108) (473) (21)
Sale of non-current assets held for sale 40 - 2 980 - 2 980
Loans from group companies repaid - - - 13 188
Loans advanced to group companies (13 762) - (680) -

Purchase of financial assets - (467) - (467)

Loans disbursed (90 079) (96 419) (90 079) (96 419)
Loans collected 135 100 115 400 135 100 115 400

Net cash (from)/generated from 
investing activities 34 596 37 618 48 020 51 090

Cash flows from financing activities

Repayment of interest bearing borrowings (470) (466) (470) (466)
Finance lease payments (525) (521) (508) (508)
Net cash flows of discontinued operations 239 - - -
Net cash from financing activities (756) (987) (978) (974)
Total cash movement for the year (30 187) (185 485) (32 077) (191 330)
Cash and cash equivalents at the beginning of 
the year 301 274 606 705 279 077 470 407

Decoupling of OCEANWISE/ELIDZ (352) (119 946) - -

Cash and cash equivalents at the end 
of the year 11 270 735 301 274 247 000 279 077
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ACCOUNTING POLICIES

1. Presentation of Consolidated Annual Financial Statements
The consolidated annual financial statements of the Eastern Cape Development Corporation have been prepared in 
accordance with South African Statements of Generally Accepted Accounting Practice as prescribed by the Accounting 
Standards Board and in the manner required by the Public Finance Management Act (Act No. 1 of 1999, as amended) 
and the Eastern Cape Development Corporation Act. The consolidated annual financial statements have been prepared 
on the historical cost basis as modified by the revaluations of certain land and buildings, investment properties, available 
for sale financial assets and financial assets and financial liabilities at fair value through profit or loss. 

The preparation of consolidated annual financial statements in conformity with South African Statements of Generally 
Accepted Accounting Practice requires the use of certain critical accounting estimates. It also requires management to 
exercise its judgement in the process of applying the group’s accounting policies. The areas involving a higher degree 
of judgement or complexity, or areas where assumptions and estimates are significant to the consolidated annual  
financial statements are disclosed in note 1.14. 

The consolidated annual financial statements have been prepared in the Corporation’s functional currency, the South 
African Rand. 

These accounting policies are consistent with the previous financial year.

UNDERLYING ASSUMPTIONS

The consolidated annual financial statements are prepared on the going concern basis, which assumes that the 
Corporation will continue in operation for the foreseeable future. The consolidated annual financial statements are 
prepared using accrual accounting whereby the effects of transactions and other events are recognised when they 
occur rather than when the cash is received or paid. The owners of the group or others do not have the power to 
amend the audited financial statements after they have been published.

Assets and liabilities and income and expenses are not offset unless specifically permitted by an accounting standard. 
Financial assets and financial liabilities are offset and the net amount reported only when a current legally enforceable 
right to set off the amounts exists and the intention is either to settle on a net basis or to realise the asset and settle 
the liability simultaneously. 

Changes in accounting policies are accounted for in accordance with the transitional provisions in the applicable standard. 
If no such guidance is given, they are applied retrospectively unless it is impracticable to do so, in which case the change 
is applied prospectively. Changes in accounting estimates are recognised in profit or loss in the period they occur. Prior 
period errors are retrospectively restated unless it is impracticable to do so, in which case they are applied prospectively.

RECOGNITION OF ASSETS AND LIABILITIES

An asset, being a resource controlled by the corporation as a result of a past event from which future economic 
benefits are expected to flow, is recognised when it is probable that the future economic benefits associated with it will 
flow to the Group and its cost or fair value can be measured reliably. A liability, being a present obligation of the Group 
arising from a past event the settlement of which is expected to result in an outflow of resources embodying economic 
resources from the Group, is recognised when it is probable that future economic benefits associated with it will flow 
from the Group and its cost or fair value can be measured reliably.

DERECOGNITION OF ASSETS AND LIABILITIES

Financial assets or parts thereof are derecognised, i.e. removed from the balance sheet, when the contractual rights to 
receive the cash flows have been transferred or have expired or if substantially all the risks and rewards of ownership 
have passed. Where substantially all the risks and rewards of ownership have not been transferred or retained, the 
financial assets are derecognised if they are no longer controlled by the Group. However, if control is retained, financial 
assets are recognised only to the extent of the Group’s continuing involvement in those assets. 

All other assets are derecognised on disposal or when no future economic benefits are expected to flow to the Group 
from their use or disposal. Financial liabilities are derecognised when the relevant obligation has either been discharged 
or cancelled or has expired.

POST-BALANCE SHEET EVENTS

Recognised amounts in the consolidated annual financial statements are adjusted to reflect events arising after the 
balance sheet date that provide evidence of conditions that existed at the balance sheet date. Events after the balance 
sheet date that are indicative of conditions that arose after the balance sheet date are dealt with by way of a note. 1.1 
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1.1 Investment property
Investment property is held for long-term rental yields or for capital appreciation or both and comprises properties 
not occupied by the Group. Hotel buildings held by the Group are classified as investment property as the group is not 
involved in the hotel operations. Investment properties are initially measured at cost, including transaction costs, and 
are subsequently stated at fair value determined by an independent sworn appraiser, every third year. Management 
reviews these valuations for reasonability and adjustments are made where it is deemed to be necessary.

FAIR VALUE

Subsequent to initial measurement investment property is measured at fair value.  Fair value gains and losses are 
recognised in the profit or loss for the period.

1.2 Property, plant and equipment
The cost of an item of property, plant and equipment is recognised as an asset when:
•  it is probable that future economic benefits associated with the item will flow to the corporation; and 
•  the cost of the item can be measured reliably.

Property, plant and equipment is initially measured at cost.

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.

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses except for 
land and buildings which is carried at fair value, determined by a sworn appraiser, every third year. Subsequent to initial 
measurement, land and buildings are carried at fair value at the date of revaluation less any subsequent accumulated 
depreciation and subsequent accumulated impairment losses.

When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation 
is restated proportionately with the change in the gross carrying amount of the asset so that the carrying amount of 
the asset after revaluation equals its revalued amount.

The revaluation surplus in equity related to a specific item of property, plant and equipment is transferred directly to 
retained earnings when the asset is derecognised.

Property, plant and equipment are depreciated over their expected useful lives to their estimated residual value.
The useful lives of items of property, plant and equipment have been assessed as follows:

Item Average useful life
Land Indefinite
Buildings and infrastructure  25 - 50 years 
Finance lease asset 5 years 
Plant and machinery 4 - 20 years 
Furniture and fixtures 6 - 10 years 
Motor vehicles 4 - 5 years
Office equipment 4 - 6 years
IT equipment 3 years
Computer software 2 - 3 years
Leasehold improvements  5 - 20 years
Property, plant and equipment 1 5 - 6 years

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

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

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in profit or loss 
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.

1.3 Investments in subsidiaries
Subsidiaries are entities, including unincorporated partnerships and companies without a share capital, that are 
controlled by the Group. Control exists where the Group has the power to govern the financial and operating policies 
of an entity so as to obtain benefits from its activities.

CONSOLIDATED ANNUAL FINANCIAL STATEMENTS

The consolidated annual financial statements incorporate the assets, liabilities, income, expenses and cash flows of 
the corporation and its subsidiaries. The results of the subsidiaries acquired or disposed during the year are included 



E
C

D
C

  
 |

  
 A

N
N

U
A

L
 R

E
P

O
R

T
 2

0
1

5
/1

6

102

from the date of acquisition or up to the date of disposal. Inter-company transactions and balances are eliminated on 
consolidation.

CORPORATION ANNUAL FINANCIAL STATEMENTS

In the Corporation’s separate annual financial statements, investments in subsidiaries are carried at cost less any 
accumulated impairment.

The cost of an investment in a subsidiary is the aggregate of:
• the fair value, at the date of exchange, of assets given, liabilities incurred or assumed, and equity instruments 

issued by the corporation; plus
• any costs directly attributable to the purchase of the subsidiary.

An adjustment to the cost of a business combination contingent on future events is included in the cost of the 
combination if the adjustment is probable and can be measured reliably.

1.4 Investments in associates
Associates are entities, including unincorporated partnerships and companies without a share capital, over which the 
Group exercises significant influence.

CONSOLIDATED ANNUAL FINANCIAL STATEMENTS

An investment in an associate is accounted for using the equity method, except when the asset is classified as held-for-
sale in accordance with IFRS 5: Non-current assets held for sale and discontinued operations. Under the equity method, 
the investment is initially recognised at cost and the carrying amount is increased or decreased to recognise the 
group’s share of the profits or losses of the investee after acquisition date. The use of the equity method is discontinued 
from the date the group ceases to have significant influence over an associate.

Any impairment losses are deducted from the carrying amount of the investment in associate.

Distributions received from the associate reduce the carrying amount of the investment.

Profits and losses resulting from transactions with associates are recognised only to the extent of unrelated investors’ 
interests in the associate.

The excess of cost of acquisition over the group’s interest in the net fair value of an associate’s identifiable assets, 
liabilities and contingent liabilities is accounted for as goodwill, and is included in the carrying amount of the associate.
The excess of the group’s share of the net fair value of an associate’s identifiable assets, liabilities and contingent 
liabilities over the cost is excluded from the carrying amount of the investment and is instead included as income in the 
period in which the investment is acquired.

CORPORATION ANNUAL FINANCIAL STATEMENTS

Associate companies are those companies in which the Corporation holds a long-term equity interest and over which it 
exercises a significant influence over its financial and operating policies, other than investments in companies acquired 
to protect advances or as a conduit for advances.

The investments in associate companies are initially recorded at cost. Subsequent to initial recognition, the investment 
in the associate is carried at fair value as an available for sale financial asset in accordance with the accounting policy 
on financial assets. If fair value cannot be measured reliably, the investment is carried at cost. An appropriate provision 
is made where there is considered to be a permanent diminution in the value of the investment.

1.5 Impairment of assets
An impairment loss on an asset or cash-generating unit is the amount by which the carrying amount, i.e. the amount 
recognised on the balance sheet after deducting any accumulated depreciation and accumulated impairment losses, 
exceeds its recoverable amount. The recoverable amount is the higher of an asset’s or cash-generating unit’s fair value 
less costs to sell and its value in use. Value in use is the present value of future cash flows expected to be derived from 
an asset or cash-generating unit.

At each reporting date the carrying amount of the tangible and intangible assets are assessed to determine whether 
there is any indication that those assets may have suffered an impairment loss. If any such indication exists, the 
recoverable amount of the cash-generating unit to which the asset belongs is estimated. Value in use is estimated 
taking into account future cash flows, forecast market conditions and the expected useful lives of the assets.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the 
carrying amount is reduced to the higher of its recoverable amount and zero. Impairment losses are recognised in profit 
or loss. The loss is first allocated to reduce the carrying amount of goodwill and then to the other assets of the cash-
generating unit. Subsequent to the recognition of an impairment loss, the depreciation or amortisation charge for the 
asset is adjusted to allocate its remaining carrying value, less any residual value, over its remaining useful life.

If an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is increased 
to the revised estimate of its recoverable amount, limited to the carrying amount that would have been recognised 
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had no impairment loss been recognised in prior years. A reversal of an impairment loss is recognised in profit or loss. 
Impairments to goodwill are not reversed in subsequent accounting periods.

1.6 Financial instruments
CLASSIFICATION

The group classifies financial assets and financial liabilities into the following categories:
• Financial assets at fair value through profit or loss - designated 
• Held-to-maturity investment
• Loans and receivables
• Available-for-sale financial assets

Classification depends on the purpose for which the financial instruments were obtained / incurred and takes place at 
initial recognition. Classification is re-assessed on an annual basis, except financial assets designated as at fair value 
through profit or loss, which shall not be classified out of the fair value through profit or loss category.

INITIAL RECOGNITION AND MEASUREMENT

Financial instruments are recognised initially when the group becomes a party to the contractual provisions of the 
instruments.

The group classifies financial instruments, or their component parts, on initial recognition as a financial asset, a financial 
liability or an equity instrument in accordance with the substance of the contractual arrangement.

Financial instruments are measured initially at fair value, except for equity investments for which a fair value is not 
determinable, which are measured at cost and are classified as available for sale financial assets.

For financial instruments which are not at fair value through profit or loss, transaction costs are included in the initial 
measurement of the instrument.

Transaction costs on financial instruments at fair value through profit or loss are recognised in profit or loss.

SUBSEQUENT MEASUREMENT

Financial instruments at fair value through profit or loss are subsequently measured at fair value, with gains and losses 
arising from changes in fair value being included in profit or loss for the period.

Net gains or losses on the financial instruments at fair value through profit or loss include interest.

Dividend income is recognised in profit or loss as part of other income when the group’s right to receive payment is 
established.

Loans and receivables are subsequently measured at amortised cost, using the effective interest method, less 
accumulated impairment losses.

Held-to-maturity investments are subsequently measured at amortised cost, using the effective interest method, less 
accumulated impairment losses.

Available for sale financial assets are subsequently measured at fair value. This excludes equity investments for which 
a fair value is not determinable, which are measured at cost less accumulated impairment losses.

Gains and losses arising from changes in fair value are recognised directly in equity until the asset is disposed of or 
determined to be impaired. Interest on available for sale financial assets calculated using the effective interest method 
is recognised in profit or loss as part of other income. Dividends received on available for sale equity instruments are 
recognised in profit or loss as part of other income when the group’s right to receive payment is established.

COMMITMENTS

Loans approved and not yet disbursed are dislcosed as commitments in note 29.

IMPAIRMENT OF FINANCIAL ASSETS

At each statement of financial position date the group assesses all financial assets, other than those at fair value 
through profit or loss, to determine whether there is objective evidence that a financial asset or group of financial 
assets has been impaired.

For amounts due to the group, significant financial difficulties of the debtor, probability that the debtor will enter 
bankruptcy and default of payments are all considered indicators of impairment.

Impairment losses are recognised in profit or loss, except for available-for-sale equity investments.

Impairment losses are reversed when an increase in the financial asset’s recoverable amount can be related objectively 
to an event occurring after the impairment was recognised, subject to the restriction that the carrying amount of the 
financial asset at the date that the impairment is reversed shall not exceed what the carrying amount would have been 
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had the impairment not been recognised.

Reversals of impairment losses are recognised in profit or loss except for equity investments classified as available for sale.

Impairment losses are also not subsequently reversed for available-for-sale equity investments which are held at cost 
because fair value was not determinable.
 
LOANS TO (FROM) GROUP COMPANIES

These include loans to and from holding companies, fellow subsidiaries, subsidiaries, joint ventures and associates and 
are recognised initially at fair value plus direct transaction costs.

Loans to group companies are classified as loans and receivables.

Loans from group companies are classified as financial liabilities measured at amortised cost.

INVESTMENTS

All investments are initially recognised at cost. After initial recognition, investments are measured at their fair values, 
without any deduction for transaction costs that may be incurred on sale or disposal.

Unlisted investments are stated at cost, less amounts written off to give recognition to a permanent decline in value, 
and profits and losses are recognised on realisation. The classification as investment is determined by the intention to 
keep the investment on a long term basis.

TRADE AND OTHER RECEIVABLES

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost 
using the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised 
in profit or loss when there is objective evidence that the asset is impaired. Significant financial difficulties of the debtor, 
probability that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments 
(more than 30 days overdue) are considered indicators that the trade receivable is impaired. The allowance recognised 
is measured as the difference between the asset’s carrying amount and the present value of estimated future cash 
flows discounted at the effective interest rate computed at initial recognition.

The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the loss is 
recognised in the income statement within operating expenses. When a trade receivable is uncollectible, it is written 
off against the allowance account for trade receivables. Subsequent recoveries of amounts previously written off are 
credited against operating expenses in the income statement.

Trade and other receivables are classified as loans and receivables.

TRADE AND OTHER PAYABLES

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective 
interest rate method.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid investments 
that are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value. These 
are initially and subsequently recorded at fair value.

BANK OVERDRAFT AND BORROWINGS

Bank overdrafts and borrowings are initially measured at fair value, and are subsequently measured at amortised 
cost, using the effective interest rate method. Any difference between the proceeds (net of transaction costs) and the 
settlement or redemption of borrowings is recognised over the term of the borrowings in accordance with the group’s 
accounting policy for borrowing costs.

DERIVATIVES

Derivative financial instruments, which are not designated as hedging instruments, consisting of foreign exchange 
contracts and interest rate swaps, are initially measured at fair value on the contract date, and are re-measured to fair 
value at subsequent reporting dates.

Derivatives embedded in other financial instruments or other non-financial host contracts are treated as separate 
derivatives when their risks and characteristics are not closely related to those of the host contract and the host 
contract is not carried at fair value with unrealised gains or losses reported in profit or loss.

Changes in the fair value of derivative financial instruments are recognised in profit or loss as they arise. Derivatives are 
classified as financial assets at fair value through profit or loss - held for trading.
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1.7  Share capital and equity
Ordinary share capital, preference share capital or any financial instrument issued by the group is classified as equity 
when:
• Payment of cash, in the form of a dividend or redemption, is at the discretion of the group; 
• The instrument does not provide for the exchange of financial instruments under conditions that are potentially 

unfavourable to the group; 
• Settlement in the group’s own equity instruments is for a fixed number of equity instruments at a fixed price; and 
• The instrument represents a residual interest in the assets of the group after deducting all of its liabilities. 

The group’s ordinary share capital is classified as equity.

Consideration paid or received for equity instruments is recognized directly in equity. Equity instruments are initially 
measured at the proceeds received less incremental directly attributable issue costs. No gain is recognised in profit or 
loss on the purchase, sale, issue or cancellation of the group’s equity instruments.

When the group issues a compound instrument, i.e. an instrument that contains both a liability and equity component, 
the equity component is initially measured at the residual amount after deducting from the fair value of the compound 
instrument the amount separately determined for the liability component. Transaction costs that relate to the issue of 
a compound financial instrument are allocated to the liability and equity components of the instrument in proportion 
to the allocation of proceeds.

Distributions to holders of equity instruments are recognised as dividends within equity in the period in which they are 
payable. Dividends for the year that are declared after the balance sheet date are disclosed in the notes.

1.8  Government grants and deferred income
Government includes government agencies and similar bodies whether local, national or international. Government 
assistance is action by government designed to provide an economic benefit specific to an entity or range of entities 
qualifying under certain criteria. A government grant is assistance by government in the form of transfers of resources.

When the conditions attaching to government grants have been met and the grants have been received, they are 
recognised in profit or loss on a systematic basis over the periods necessary to match them with the related costs. When 
they are for expenses or losses already incurred, they are recognised in profit or loss immediately. The unrecognised 
portion of project spend at the balance sheet date is presented as deferred income. No value is recognised for other 
government assistance

Government grants are recognised when there is reasonable assurance that:
• the group will comply with the conditions attaching to them; and 
• the grants will be received. 

Government grants are recognised as income over the periods necessary to match them with the related costs that 
they are intended to compensate.

A government grant that becomes receivable as compensation for expenses or losses already incurred or for the 
purpose of giving immediate financial support to the entity with no future related costs is recognised as income of the 
period in which it becomes receivable.

Government grants related to assets, including non- monetary grants at fair value, are presented in the statement of 
financial position by setting up the grant as deferred income.

1.9  Provisions
Provisions are recognised when:

• the group has a present obligation as a result of a past event; 
• it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation; and 
• a reliable estimate can be made of the obligation. 

The amount of a provision is the present value of the expenditure expected to be required to settle the obligation.

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement shall be recognised when, and only when, it is virtually certain that reimbursement will be received if 
the entity settles the obligation. The reimbursement shall be treated as a separate asset. The amount recognised for 
the reimbursement shall not exceed the amount of the provision.

Provisions are not recognised for future operating losses.

When the Group has a contract that is onerous, the present obligation under the contract shall be recognised and 
measured as a provision.

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 28.
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1.10 Revenue
Revenue is measured at the fair value of the consideration received or receivable and represents the amounts receivable 
for goods, services and operating lease income provided in the normal course of business, net of value added tax.

Interest is recognised, in profit or loss, using the effective interest rate method.

Operating lease income is recognised as income on a straight-line basis over the lease term or another systematic 
basis, if more representative of the time pattern of the user’s benefit.

Dividends are recognised, in profit or loss, when the Group’s right to receive payment has been established.

1.11 Employee benefits
SHORT-TERM EMPLOYEE BENEFITS

Employee benefits cost include all forms of consideration given in exchange for services rendered by employees. The 
cost of providing employee benefits is recognised in profit or loss in the period they are earned by employees. The cost 
of short-term employee benefits is recognised in the period in which the service is rendered and is not discounted.

The expected cost of short-term accumulating compensated absences is recognised as an expense as the employees 
render service that increases their entitlement or, in the case of non-accumulating absences, when the absences occur. 
The expected cost of performance bonus payments is recognised as an expense when there is a legal or constructive 
obligation to make such payments as a result of past performance.

POST-EMPLOYMENT BENEFIT OBLIGATIONS

The cost of providing defined benefits is determined using the projected unit credit method. Valuations are conducted 
annually. The amount recognised in the balance sheet represents the present value of the defined benefit obligation as 
adjusted for unrecognised actuarial gains and losses.

DEFINED CONTRIBUTION PLANS

Payments to defined contribution retirement benefit plans are charged as an expense as they fall due.

Payments made to industry-managed (or state plans) retirement benefit schemes are dealt with as defined contribution 
plans where the group’s obligation under the schemes is equivalent to those arising in a defined contribution retirement 
benefit plan.

DEFINED BENEFIT PLANS

For defined benefit plans the cost of providing the benefits is determined using the projected unit credit method.

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan.

Consideration is given to any event that could impact the funds up to the end of the reporting period where the interim 
valuation is performed at an earlier date.

Past service costs are recognised immediately to the extent that the benefits are already vested, and are otherwise 
amortised on a straight line basis over the average period until the amended benefits become vested.

To the extent that, at the beginning of the financial year, any cumulative unrecognised actuarial gain or loss exceeds ten 
percent of the greater of the present value of the projected benefit obligation and the fair value of the plan assets (the 
corridor), that portion is recognised in profit or loss over the expected average remaining service lives of participating 
employees. Actuarial gains or losses within the corridor are not recognised.

Actuarial gains and losses are recognised in the year in which they arise, in other comprehensive income.

Gains or losses on the curtailment or settlement of a defined benefit plan is recognised when the group is demonstrably 
committed to curtailment or settlement.

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined 
benefit obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value. In 
all other respects, the asset is treated in the same way as plan assets. In profit or loss, the expense relating to a defined 
benefit plan is presented as the net of the amount recognised for a reimbursement.

The amount recognised in the statement of financial position represents the present value of the defined benefit 
obligation as adjusted for unrecognised actuarial gains and losses and unrecognised past service costs, and reduces 
by the fair value of plan assets.

Any asset is limited to unrecognised actuarial losses and past service costs, plus the present value of available refunds 
and reduction in future contributions to the plan.
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1.12 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.

FINANCE LEASES – LESSEE

Finance leases are recognised as assets and liabilities in the balance sheet at amounts equal to the fair value of the 
leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to the lessor 
is included in the balance sheet as a finance lease obligation.

The discount rate used in calculating the present value of the minimum lease payments is the company’s incremental 
borrowing rate.

The lease payments are apportioned between the finance charge and reduction of the outstanding liability.The finance 
charge is allocated to each period during the lease term so as to produce a constant periodic rate of on the remaining 
balance of the liability.

OPERATING LEASES - LESSOR

Operating lease income is recognised as an income on a straight-line basis over the lease term.

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the 
leased asset and recognised as an expense over the lease term on the same basis as the lease income.

Income for leases is disclosed under revenue in the income statement.

OPERATING LEASES – LESSEE

Rentals payable under operating leases are recognised in profit or loss on a straight-line basis over the term of the 
relevant lease, or another basis if more representative of the time pattern of the Group’s benefit. Any contingent rents 
are expensed in the period they are incurred.

Minimum lease payments due in the next 12 months to five years are dislcosed as commitments in note 29.

1.13 Tax
CURRENT TAX

The charge for current tax is based on the results for the year as adjusted for income that is exempt and expenses that 
are not deductible using tax rates that are applicable to the taxable income.

DEFERRED TAX

A deferred tax asset is the amount of income taxes recoverable in future periods in respect of deductible temporary 
differences, the carry forward of unused tax losses and the carry forward of unused tax credits.

A deferred tax asset is only recognised to the extent that it is probable that taxable profits will be available against 
which deductible temporary differences can be utilised, unless specifically exempt. It is measured at the tax rates that 
have been enacted or substantially enacted at the statement of financial position and is not discounted.

A deferred tax liability is recognised for taxable temporary differences, unless specifically exempt, at the tax rates that 
have been enacted or substantially enacted at the statement of financial position date and is not discounted. A deferred 
tax liability is the amount of income taxes payable in future periods in respect of taxable temporary differences. 
Temporary differences are differences between the carrying amount of an asset or liability and its tax base.

Deferred tax arising on investments in subsidiaries, associates and joint ventures is recognised except where the Group 
is able to control the reversal of the temporary difference and it is probable that the temporary difference will not 
reverse in the forseeable future.

A deferred tax asset is recognised for the carry forward of unused tax losses and unused STC credits to the extent that 
it is probable that future taxable profit will be available against which the unused tax losses and unused STC credits 
can be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset 
is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted 
by the statement of financial position date.
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1.14  Key assumptions concerning the future and key sources of estimation
The consolidated annual financial statements are prepared in accordance with and comply with SA GAAP and its 
interpretations adopted by the Accounting Practices Board. In the preparation of the consolidated annual financial 
statements the corporation has assumed certain key sources of estimation in recording various assets and liabilities, 
as set out below.

CREDIT IMPAIRMENT OF LOANS AND ADVANCES

The Group adopted an incurred-loss approach to impairment in accordance with accounting policy 1.5. Impairment 
losses are incurred only if there is objective evidence of impairment as a result of one or more past events that has 
occurred since initial recognition. This necessitates the establishment of ‘impairment triggers’ on the occurrence of 
which an impairment loss may be recognised.

Credit impairment is based on discounted estimated future cashflows on an asset or group of assets, where such 
objective evidence of impairment exists. The discount rates used to calculate the recoverable amount exclude 
consideration of any anticipated future credit losses.

The group has created a portfolio provision for incurred but not reported (IBNR) losses. The purpose of the IBNR provision 
is to allow for latent losses on a portfolio of loans and advances that have not yet been individually evidenced. Generally, 
a period of time will elapse between the occurrence of an impairment event and objective evidence of the impairment 
becoming evident, which is known as the ‘emergence period’. The IBNR provision is based on the probability that loans 
that are ostensibly performing at the calculation date are impaired, and objective evidence of that impairment becomes 
evident during the emergence period.

The implementation of these principles is at a corporation level and will be specific to the nature of their individual loan 
portfolios and the loan loss data available to the lending division.

PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

The group, in the ordinary course of business, enters into transactions that expose the group to tax, legal and business 
risks. Refer to note 28 for further information on provisions, contingent liabilities and contingent assets.

FAIR VALUE OF INVESTMENT PROPERTIES

For valuation methodologies utilised to fair value investment properties, refer to note 2.

UNLISTED INVESTMENT VALUATIONS

The valuation of unlisted investments is based on the discounted free cash flows of the investments taking into account 
the projected future activities of the entity. These values are established either by independent valuers or management 
and are reviewed by the Development Investment Committee.

1.15 Interest bearing borrowing and borrowing costs
Interest bearing borrowings are initially measured at fair value, and are subsequently measured at amortised cost, 
using the effective interest rate method.

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are 
capitalised as part of the cost of that asset until such time as the asset is ready for its intended use. The amount of 
borrowing costs eligible for capitalisation is determined as follows:

• Actual borrowing costs on funds specifically borrowed for the purpose of obtaining a qualifying asset less any 
temporary investment of those borrowings. 

• Weighted average of the borrowing costs applicable to the entity on funds generally borrowed for the purpose of 
obtaining a qualifying asset. The borrowing costs capitalised do not exceed the total borrowing costs incurred. 

The capitalisation of borrowing costs commences when:

• expenditures for the asset have occurred; 
• borrowing costs have been incurred, and 
• activities that are necessary to prepare the asset for its intended use or sale are in progress. 

Capitalisation is suspended during extended periods in which active development is interrupted.

Capitalisation ceases when substantially all the activities necessary to prepare the qualifying asset for its intended use 
or sale are complete.

All other borrowing costs are recognised as an expense in the period in which they are incurred.
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1.16 Biological assets
Biological assets are measured at their fair value estimated point-of -sale costs. The fair value is determined based 
on the market prices of similar age, breed and genetic merit. A gain or loss arising on initial recognition of agricultural 
produce at fair value less estimated point-of-sale costs is included in profit or loss for the period in which it arises.

1.17 Intangible assets
COMPUTER SOFTWARE

Acquired computer software licences are capitalised on the basis of costs incurred to acquire and bring to use the 
specific software. The cost of minor software and licences are recognised in the Statement of Financial Performance 
as an expense when incurred.

SUBSEQUENT EXPENDITURE

Subsequent expenditure on capitalised intangible assets is capitalised only when it increases the future economic 
benefits embodied in the specific asset to which it relates. All other expenditure is recognised in the Statement of 
Financial Performance as an expense when incurred.

AMORTISATION

Amortisation is charged to the Statement of Financial Performance on a straight - line basis over the estimated useful 
lives of intangible assets unless such lives are indefinite. Intangible assets with an indefinite useful life are systematically 
tested for impairment at each reporting date. Other intangible assets are amortised from the date they are available 
for sale.

The estimated useful lives are as follows:

Computer software, other:  1 - 5 years

1.18 Inventories
Inventories are measured at the lower of cost and net realisable value.

Inventories are measured at the lower of cost and net realisable value on the first-in-first-out basis.

1.19 Non-current assets held for sale
Non- current assets are classified as held for sale if their carrying amount will be recovered through a sale transaction 
rather than through continuing use. This condition is regarded as met only when the sale is highly probable and the 
asset (or disposal group) is available for immediate sale in its present condition. Management must be committed to 
the sale, which should be expected to qualify for recognition as a completed sale within one year from the date of 
classification.

Non-current assets held for sale (or disposal group) are measured at the lower of its carrying amount and fair value 
less costs to sell.

A non -current asset is not depreciated (or amortised) while it is classified as held for sale, or while it is part of a disposal 
group classified as held for sale.

1.20 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 
comprehensive income 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.

1.21 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) PFMA, 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):
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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. Where irregular expenditure was incurred in the previous 
financial year and is only condoned in the following financial year, the register and the disclosure note to the financial 
statements must be updated with the amount condoned.

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 authority may write off the amount 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 
expenditure item, be disclosed as such in the note to the financial statements and updated accordingly in the irregular 
expenditure register. Irregular expenditure is expenditure that is contrary to the Act or is in contravention of the 
economic entity’s supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance.

1.22 Related parties
The ECDC operates in an economic environment together with other entities directly or indirectly owned by the Eastern 
Cape government. Only parties within the provincial sphere of government will be considered to be related parties.

Key management is defined as individuals with the authority and responsibility for planning, directing and controlling 
the activities of the entity. All individuals from the level of executive management up to the Board of Directors are 
regarded as key management per the definition of the standard.

Other related party transactions are also disclosed in terms of the requirements of IAS 24.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

2. Investment property 
  2016   2015   2014
Group Cost/ Accumulated Carrying Cost/ Accumulated Carrying Cost/ Accumulated Carrying
 valuation depreciation value valuation depreciation value valuation depreciation value

Investment 1 097 747 - 1 097 747 929 461 - 929 461 2 051 831 - 2 051 831
property

  2016   2015   2014
Company Cost/ Accumulated Carrying Cost/ Accumulated Carrying Cost/ Accumulated Carrying
 valuation depreciation value valuation depreciation value valuation depreciation value

Investment 1 032 197 - 1 032 197 874 361 - 874 361 730 371 - 730 371
property

RECONCILIATION OF INVESTMENT PROPERTY - GROUP     
    Opening Disposals Reclassified Transfers Fair value Total
    balance  (to)/from non  adjustments
      current assets
Group 2016      held for sale

Investment property    929 461 (9 196) (4 741) 4 300 177 923 1 097 747

    Opening Disposals Reclassified Transfers Fair value Total
    balance  (to)/from non  adjustments
      current assets
Group 2015      held for sale

Investment property    2 051 831 (12 452) 6 554 (1 280 060) 163 588 929 461
 
    Opening Additions Disposals Reclassified Fair value Total
    balance   (to)/from non adjustments
       current assets
Group 2014       held for sale

Investment property    1 713 981 122 985 (22 109) 2 384 234 590 2 051 831

RECONCILIATION OF INVESTMENT PROPERTY - COMPANY     
     Opening Disposals Reclassified Fair value Total
     balance  (to)/from non adjustments
       current assets
Company 2016       held for sale

Investment property     874 361 (9 196) (4 741) 171 773 1 032 197
      
     Opening Disposals Classified as Fair value Total
Company 2015     balance  held for sale adjustments

Investment property     730 371 (12 452) 6 554 149 888 874 361

       
    Opening Disposals Transfers Other changes, Fair value Total
Company 2014    balance   movements adjustments

Investment property    658 123 (10 653) 2 384 5 450 75 067 730 371

These properties are situated throughout the Eastern Cape, with the majority of properties concentrated in the areas in and 
surrounding King Sabatha Dalindyebo, Mnquma, Buffalo City and Chris Hani municipalities. The portfolio consists mainly of 
industrial, residential and commercial properties.
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Corporation 2016       Percentage Value Number

Residential       34 351 378 401
Commercial       48 494 028 361
Vacant land       12 122 197 961
Industrial       3 28 032 11
Other       3 36 562 79
       100 1 032 197 1 813

Corporation 2015       Percentage Value Number

Residential       33 291 449 431
Commercial       48 430 069 344
Vacant land       3 19 946 937
Industrial       12 106 853 12
Other       4 26 044 60
       100 874 361 1 784

Corporation 2014       Percentage Value Number

Residential       36 257 172 442
Commercial       49 360 454 362
Vacant land       11 79 492 951
Industrial       3 25 374 12
Other       1 7 879 62
       100 730 371 1 829

The fair values of the Investment Properties are based on valuations by independent valuers who hold the relevant professional 
qualifications and have recent experience in the location and category of the property being valued. Valuations are normally 
based on comparable sales in the area or on the income earning potential of the building.

Investment properties are subject to operating leases with tenants. No rental was charged on certain properties, mainly because 
the properties are vacant or undeveloped land or unoccupied buildings.

Freehold title is held by the Corporation for the majority of properties, but not for all. Properties for which freehold title is not 
held are included in investment property when they are managed by the Corporation and result in the receipt of economic 
benefits and rewards and when the Corporation incurs the risks incidental to ownership.

Freehold title is held as follows:

Corporation 2016       Percentage Value Number

Corporation       82 846 656 1 719
Government       8 80 218 58
Tribal land       6 65 419 10
Municipality       4 39 904 26
       100 1 032 197 1 813

Corporation 2015       Percentage Value Number

Corporation       79 696 692 1 699
Government       10 74 953 43
Tribal land       7 62 282 14
Municipality       4 40 434 28
       100 874 361 1 784

Corporation 2014       Percentage Value Number

Corporation       78 570 036 1 728
Government       9 63 285 63
Tribal land       8 59 316 10
Municipality       5 37 734 28
       100 730 371 1 829

The categories of freehold title are further described as follows:

Corporation: Freehold title is registered to the Corporation or one of the former corporations consolidated under the Corporation 
in terms of the Eastern Cape Development Corporation Act, No 2 of 1997, read with Proclamation 1 of 2001 by Premier of the 
Eastern Cape. 

Government: The title over land is registered to government. The Corporation is in the process of analysing the properties 
within this group, which comprise mainly entitlement in terms of Proclamation 1 of 2001 by the Premier of the Eastern Cape. 

Tribal land: This group comprises mainly of properties where the Corporation has assumed “Permission to Occupy”. The 
majority of these properties are situated on forestry estates and hotels on the Wild Coast. 
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The Corporation’s right to occupy properties to the value of R65.4 million (2015: R62.2 million) included in the above, has not 
been reduced to writing. However, the Corporation has occupied these properties for a number of years and derives economic 
benefits from their use and carries the risks that are incidental to ownership. 

The valuation method used to value these properties assumes that the Corporation has the right to occupy these properties 
and will receive economic benefits in perpetuity. In the event that the right of occupation is disputed or expires, the valuation 
of these properties may be overstated. In terms of the accounting policy these rights are assessed on an annual basis and 
adjustments may be effected to the valuation of these properties if necessary. 

Municipality: The title is registered to different municipalities within the Eastern Cape, but improvements have been made by 
the Corporation.

3.  Property, plant and equipment 
  2016   2015   2014
 Cost/ Accumulated Carrying Cost/ Accumulated Carrying Cost/ Accumulated Carrying
Group valuation depreciation value valuation depreciation value valuation depreciation value
  
Land 4 465 - 4 465 4 315 - 4 315 8 136 - 8 136
Buildings and 55 911 (11 862) 44 049 60 211 (11 268) 48 943 604 193 (104 916) 499 277
infrastructure 
Finance lease asset 1 603 (1 073) 530 1 603 (549) 1 054 80 (25) 55
Plant and machinery 11 543 (4 281) 7 262 35 486 (12 995) 22 491 11 903 (3 332) 8 571
Furniture and fixtures 3 490 (2 462) 1 028 3 171 (2 263) 908 7 651 (3 727) 3 924
Motor vehicles 2 552 (1 140) 1 412 3 075 (1 460) 1 615 4 071 (1 583) 2 488
Office equipment 734 (603) 131 796 (658) 138 1 239 (936) 303
IT equipment 10 767 (9 918) 849 10 365 (9 681) 684 33 298 (15 503) 17 795
Leasehold - - - 20 737 (6 960) 13 777 - - -
improvements 
Other property,  2 301 (2 021) 280 2 863 (2 361) 502 6 181 (3 639) 2 542
plant and equipment  

Total 93 366 (33 360) 60 006 142 622 (48 195) 94 427 676 752 (133 661) 543 091
 

  2016   2015   2014
 Cost/ Accumulated Carrying Cost/ Accumulated Carrying Cost/ Accumulated Carrying
Company valuation depreciation value valuation depreciation value valuation depreciation value
  
Land 3 265 - 3 265 3 265 - 3 265 3 265 - 3 265
Buildings and 27 191 (8 813) 18 378 27 191 (8 219) 18 972 24 054 (4 277) 19 777
infrastructure 
Leasehold property 1 523 (1 016) 507 1 523 (508) 1 015 - - -
Furniture and fixtures 2 984 (2 206) 778 2 719 (2 017) 702 2 688 (1 832) 856
Motor vehicles 184 (184) - 184 (184) - 184 (165) 19
Office equipment 655 (542) 113 623 (526) 97 554 (486) 68
IT equipment 9 854 (9 076) 778 9 211 (8 806) 405 9 262 (8 366) 896
Other property,  1 766 (1 764) 2 1 766 (1 762) 4 1 766 (1 759) 7
plant and equipment 

Total 47 422 (23 601) 23 821 46 482 (22 022) 24 460 41 773 (16 885) 24 888

RECONCILIATION OF PROPERTY, PLANT AND EQUIPMENT - GROUP

  Opening Additions Transfers Classified as Transfers Revaluations Depreciation Total
Group 2016  balance  and disposals held for sale    

Land  4 315 - - - - 150 - 4 465
Buildings and infrastructure  48 943 - - - (4 300) - (594) 44 049
Finance lease asset  1 054 - - - - - (524) 530
Plant and machinery  22 491 147 - (14 575) - - (801) 7 262
Furniture and fixtures  908 386 - (17) - - (249) 1 028
Motor vehicles  1 615 - - (12) - - (192) 1 411
Office equipment  138 50 - (8) - - (49) 131
IT equipment  684 703 (21) (15) - - (502) 849
Leasehold improvements  13 777 - - (13 777) - - - -
Other property, plant  502 11 - (161) - - (72) 280
and equipment
  94 427 1 297 (21) (28 565) (4 300) 150 (2 983) 60 005
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 Opening Additions Additions Transfers Revaluations Other Depreciation Impairment Total
 balance  through and disposals  changes and and impairment loss
   business
Group 2015   movements

Land 8 136 - - (3 821) - - - - 4 315
Buildings and 499 277 - - (449 529) (458) 3 595 (3 942) - 48 943
infrastructure
Finance lease asset 55 - - - - 1 523 (524) - 1 054
Plant and machinery 8 571 125 24 091 (32) - - (747) (9 517) 22 491
Furniture and fixtures 3 924 57 66 (2 852) - (12) (229) (46) 908
Motor vehicles 2 488 - 521 (669) - - (218) (507) 1 615
Office equipment 303 72 87 (190) - - (56) (78) 138
IT equipment 17 795 369 182 (16 420) - - (1 083) (159) 684
Leasehold - - 20 737 - - - (640) (6 320) 13 777
improvements
Other property,  2 542 28 262 (2 148) - - (130) (52) 502
plant and equipment         
 543 091 651 45 946 (475 661) (458) 5 106 (7 569) (16 679) 94 427

   Opening Additions Additions Transfers Revaluations Depreciation Total
   balance  through and disposals
     business
Group 2014     combinations
    
Land   8 085 1 - - 50 - 8 136
Buildings and infrastructure   474 534 36 925 - (18) 7 335 (19 499) 499 277
infrastructure 
Finance lease asset   71 - - - - (16) 55
Plant and machinery   84 30 9 285 - - (828) 8 571
Furniture and fixtures   3 561 936 179 (53) - (699) 3 924
Motor vehicles   913 - 1 985 - - (410) 2 488
Office equipment   442 61 - (19) - (181) 303
IT equipment   7 998 15 584 34 (2 490) - (3 331) 17 795
Other property, plant and equipment  (1 282) 2 094 408 2 303 - (981) 2 542

   494 406 55 631 11 891 (277) 7 385 (25 945) 543 091

RECONCILIATION OF PROPERTY, PLANT AND EQUIPMENT - COMPANY

     Opening Additions Disposals Depreciation Total
Company 2016     balance

Land     3 265 - - - 3 265
Buildings and infrastructure     18 972 - - (594) 18 378
Finance lease asset     1 015 - - (508) 507
Furniture and fixtures     702 265 - (189) 778
Office equipment     97 50 - (34) 113
IT equipment     405 704 (15) (316) 778
Other property, plant and equipment    4 - - (2) 2
     24 460 1 019 (15) (1 643) 23 821

    Opening Additions Disposals Other changes Depreciation Total
Company 2015    balance   and movements

Land    3 265 - - - - 3 265
Buildings and infrastructure    19 777 - - 3 137 (3 942) 18 972
Leasehold property    - - - 1 523 (508) 1 015
Furniture and fixtures    856 43 - (12) (185) 702
Motor vehicles    19 - - - (19) -
Office equipment    68 69 - - (40) 97
IT equipment    896 337 (10) - (818) 405
Other property, plant and equipment   7 - - - (3) 4
    24 888 449 (10) 4 648 (5 515) 24 460

    Opening Additions Disposals Revaluations Depreciation Total
Company 2014    balance   

Land    3 265 - - - - 3 265
Buildings and infrastructure    19 475 312 - 458 (468) 19 777
Furniture and fixtures    519 528 - - (191) 856
Motor vehicles    65 - - - (46) 19
Office equipment    100 32 - - (64) 68
IT equipment    2 122 209 (4) - (1 431) 896
Other property, plant and equipment   117 - - - (110) 7
    25 663 1 081 (4) 458 (2 310) 24 888
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PLEDGED AS SECURITY

Registers containing details of finance lease assets and property, plant and equipment, including details of any encumbrances, 
are kept at the registered offices of the companies concerned.

  2016 2015 2014
Property, plant and equipment - 49 794 27 075
Terms and conditions      
Finance lease asset  23 39 55
Terms and conditions      

REVALUATIONS

The effective date of the revaluations was 31 March 2014. The fair values of the office buildings are based on valuations by 
independent valuers who hold the relevant professional qualifications and have recent experience in the location and category 
of the property being valued. The valuers are not connected to the group.

The office buildings are re-valued independently every 3 years.

The carrying value of the revalued assets under the cost model would have been:

  2016 2015 2014 2016 2015 2014  
Office Buildings  24 764 24 582 25 301 14 523 13 787 14 217

4.  Investments in subsidiaries       
  
       Carrying Carrying Carrying
Name of company       amount 2016 amount 2015 amount 2014

Various subsidiaries       24 342 24 342 24 336
       24 342 24 342 24 336
 Impairment of investment in subsidiaries      (1 330) (1 330) (1 330)
       23 012 23 012 23 006

5.  Investments in associates        
  
     Listed/Unlisted  Carrying Carrying Carrying
Name of company       amount 2016 amount 2015 amount 2014

Mthatha Hotel (Pty) Ltd       26 798 23 919 21 613

  
 The group holds a 49.95% (2015:49.95%) interest in the associate of which 9.95% (2015:9.95%) is held by the Corporation. 
Mthatha Hotel (Pty) LTD is the operating company of the Umthatha Holiday Inn.



E
C

D
C

  
 |

  
 A

N
N

U
A

L
 R

E
P

O
R

T
 2

0
1

5
/1

6

116

6. Loans to (from) group companies
  Group   Company

Figures in Rand thousand 2016 2015 2014 2016 2015 2014

Subsidiaries      
Windsor Hotel (Pty) LTD - - - 919 1 028 1 027
The loan is interest free and has      
no fixed terms of repayment.      
Automotive Industrial Development Centre (AIDC) - - - 2 000 2 000 2 000
The loan is interest free and has      
no fixed terms of repayment.      
Magwa Enterprise Tea (Pty) LTD - - - 5 584 5 584 4 920
The loan is interest free and has      
no fixed terms of repayment.      
Oceanwise (Pty) Ltd 13 762 - - 13 762 9 348 -
The loan is repayable at 8.25% over a period      
of seven years and details of security      
are contained in the loan agreement.      
Eastern Cape Marketing Authority (Pty) LTD (ECMA) - - - - 62 51
The loan is interest free and has      
no fixed terms of repayment.      
Centre for Investment and Marketing in - - - 15 372 13 363 11 609
the Eastern Cape (CIMEC)      
The loan is interest free and has      
no fixed terms of repayment.      
Transido (Pty) LTD - - - 78 137 78 113 78 095
The loan is interest free and has      
no fixed terms of repayment.      
Umtata Small Industries Complex (Pty) LTD (USICO) - - - - 403 400 
The loan is interest free and has      
no fixed terms of repayment.      
Transkei Share Investment Company Limited - - - (15 635) (15 662) (15 680)
(INTRASHARE)      
The loan is interest free and has      
no fixed terms of repayment.      
TDC Property Investments (Pty) Ltd - - - (1 861) (1 890) (1 914)
Transdev Properties (Pty) LTD - - - (40 417) (35 168) (24 937)
The loan is interest free and has      
no fixed terms of repayment.      
 13 762 - - 57 861 57 181 55 571
Impairment of loans to subsidiaries (13 762) - - (90 835) (87 760) (77 717)
 - - - (32 974) (30 579) (22 146)

Included in the balances owed to / (from) group companies above is a loan owed by Magwa Enterprise Tea (Pty) Ltd. The 
Eastern Cape Development Corporation (ECDC) has 100% shareholding in this company, which it holds on behalf of the Eastern 
Cape Provincial Government. However, the ECDC has no control over this company, but as such it has not been consolidated.

Associates       
Worthytrade 93 (Pty) LTD 4 333 4 333 4 333 4 333 4 333 4 333
The loan is interest free and has       
no fixed terms of repayment.      
 4 333 4 333 4 333 4 333 4 333 4 333
Impairment of loans to associates (4 333) (4 333) (4 333) (4 333) (4 333) (4 333)
 - - - - - -

The ECDC granted a loan to Worthytrade 93 (Pty) Ltd to invest in a new venture. However, the venture could not raise adequate 
capital to commence with operations. Therefore Worthytrade (Pty) Ltd did not realise the envisaged return from its investment. 
Therefore there is no revenue nor assets that can be consolidated in the ECDC Group financial statements.

Non-current assets - - - 24 939 22 141 20 385
Non-current liabilities - - - (57 913) (52 720) (42 531)
 - - - (32 974) (30 579) (22 146)
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7. Investments
  Group   Company

Figures in Rand thousand 2016 2015 2014 2016 2015 2014
  
At fair value through profit or loss - designated       
Listed shares 3 298 3 537 2 273 - - - 
 
Available for sale       
Unlisted shares 23 500 23 500 23 500 23 500 23 500 23 500
       
Held to maturity       
Fixed Term Investments 48 902 48 902 48 902 48 902 48 902 48 902
Other financial assets 20 961 20 864 22 798 20 961 20 864 22 798
 69 863 69 766 71 700 69 863 69 766 71 700
Held to maturity (impairments) (61 409) (61 409) (62 746) (61 409) (61 409) (62 746)
 8 454 8 357 8 954 8 454 8 357 8 954
       
Loans and receivables       
Loans to incubatees 175 - - - - -
Terms and conditions    
Total other financial assets 35 427 35 394 34 727 31 954 31 857 32 454

The impairment of R61 million against investments includes R49 million that relates to an ongoing  fraud investigation  
against a third party. This has been reported to the Financial Services Board.     
 
Non-current assets       
At fair value through profit or loss - designated 3 298 3 537 2 273 - - -
Available-for-sale 23 500 23 500 23 500 23 500 23 500 23 500
Held to maturity 8 454 8 357 8 954 8 454 8 357 8 954
 35 252 35 394 34 727 31 954 31 857 32 454
       
Current assets       
Loans and receivables 175 - - - - -
      
Fair value hierarchy of financial assets at fair value through profit or loss
For financial assets recognised at fair value, disclosure is required of a fair value hierarchy which reflects the significance of 
the inputs used to make the measurements.

Level 1       
Listed shares 3 298 3 537 2 273 - - -
Cash and cash equivalents 270 735 301 274 606 705 247 000 279 077 470 407
 274 033 304 811 608 978 247 000 279 077 470 407
Level 3       
Investment securities 8 454 8 357 8 954 8 454 8 357 8 954
Loans and receivables 122 183 127 821 195 533 116 593 122 022 158 812
Investments in subsidiaries - - - 23 012 23 012 23 006
Investments in associates 26 798 23 919 21 613 - - -
 157 435 160 097 226 100 148 059 153 391 190 772

RECONCILIATION OF FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS 
MEASURED AT LEVEL 3 - GROUP
     Opening Gains or Advances, Disposal of Closing
     balance losses in rentals and subsidiary balance
Group 2016      profit or loss collections

Investment securities  8 357 97 - - 8 454
Loans and receivables  125 996 33 750 (36 334) (1 229) 122 183
Investments in associates  23 919 2 879 - - 26 798
  158 272 36 726 (36 334) (1 229) 157 435

    Opening Gains or Purchases Advances, Disposal of Closing
    balance losses in  rentals and subsidiary balance
Group 2015     profit or loss  collections

Investment securities 8 954 (1 063) 466 - - 8 357
Loans and receivables 193 796 1 488 - (39 965) (27 498) 127 821
Investments in associates 21 613 2 305 1 - - 23 919
 224 363 2 730 467 (39 965) (27 498) 160 097

     Opening Gains or Purchases Advances, Closing
     balance losses in  rentals and balance
Group 2014      profit or loss  collections

Investment securities  9 899 (1 373) 428 - 8 954
Loans and receivables  182 737 (44 303) - 57 099 195 533
Investments in associates  18 176 3 437 - - 21 613
  210 812 (42 239) 428 57 099 226 100
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RECONCILIATION OF FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS 
MEASURED AT LEVEL 3 - COMPANY
      Opening Gains or Advances, Closing
      balance losses in rentals and balance
Company 2016       profit or loss collections

Investment securities   8 357 97 - 8 454
Loans and receivables   122 022 (22 522) 17 093 116 593
Investments in subsidiaries   23 012 - - 23 012
   153 391 (22 425) 17 093 148 059

     Opening Gains or Purchases Advances Closing
     balance losses in  rentals and balance
Company 2015      profit or loss  collections 

Investment securities  8 954 (1 063) 466 - 8 357
Loans and receivables  158 812 (41 119) - 4 329 122 022
Investments in subsidiaries  23 006 - 6 - 23 012
  190 772 (42 182) 472 4 329 153 391

      Opening Gains or Advances, Closing
      balance losses in rentals and balance
Company 2014       profit or loss collections

Investment securities   9 899 (945) - 8 954
Loans and receivables   150 583 (41 405) 49 634 158 812
Investments in subsidiaries   23 006 - - 23 006
   183 488 (42 350) 49 634 190 772

FAIR VALUE HIERARCHY OF AVAILABLE-FOR-SALE-FINANCIAL ASSETS

For financial assets recognised at fair value, disclosure is required of a fair value hierarchy which reflects the significance of 
the inputs used to make the measurements.
  Group   Company

Figures in Rand thousand 2016 2015 2014 2016 2015 2014

Level 3       
Unlisted shares 23 500 23 500 23 500 23 500 23 500 23 500
 23 500 23 500 23 500 23 500 23 500 23 500

RECONCILIATION OF AVAILABLE-FOR-SALE FINANCIAL ASSETS MEASURED AT LEVEL 3 - GROUP

        Opening Closing
Group 2016        balance balance

Investment securities     23 500 23 500
 
Group 2015        
  
Investment securities     23 500 23 500

Group 2014         

Investment securities     23 500 23 500

RECONCILIATION OF AVAILABLE-FOR-SALE FINANCIAL ASSETS MEASURED AT LEVEL 3 - COMPANY

        Opening Closing
Company 2016        balance balance

Investment securities     23 500 23 500

Company 2015         

Investment in securities     23 500 23 500 
 
Company 2014         

Investment in securities     23 500 23 500
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8. Deferred tax
  Group   Company

Figures in Rand thousand 2016 2015 2014 2016 2015 2014
  
Deferred tax (liability) asset       
Deferred tax - (16) 800 - - -
      
Reconciliation of deferred tax asset (liability)       
At beginning of the year (16) 800 582 - - -
Accelerated capital allowances for tax purposes 16 7 - - - -
Operating lease liability (33) (18) - - - -
Finance lease liability (8) (18) 218 - - -
Provision for leave pay (63) (94) - - - -
Provision for bonuses - (152) - - - -
Provision for bad debts (3) (19) - - - -
Prepayments 180 36 - - - -
Advanced receipts - (558) - - - -
Amortisation of deferred tax (73) - - - - -
asset - due to loss suffered in current period      
 - (16) 800 - - -

9. Loans advanced
  Group   Company

Figures in Rand thousand 2016 2015 2014 2016 2015 2014
  
Loans advanced 303 143 319 304 362 485 303 143 319 304 362 485
Impairment allowance (220 600) (217 344) (223 305) (220 600) (217 344) (223 305)
 82 543 101 960 139 180 82 543 101 960 139 180
Loans advanced      
Non-current assets 45 663 14 848 70 476 45 663 14 848 70 476
Current assets 36 880 87 112 68 704 36 880 87 112 68 704
 82 543 101 960 139 180 82 543 101 960 139 180

Loans advanced are impaired in the event that the client has not paid an installment three consecutive installments. Loans 
advanced are impaired based on the value of the collateral that is available as guided by the Loans Impairment Policy. The 
collateral is usually in the form of Personal Surities, Mortgage Bonds, General and Special Notarial Bonds, Cession of Progress 
payments, Cession over loan accounts, shares, business rights and any other factors depending on the loan product and items 
that are being financed.

10. Trade and other receivables
  Group   Company

Figures in Rand thousand 2016 2015 2014 2016 2015 2014
  
Trade receivables 10 604 8 101 16 377 6 854 5 609 4 519
Employee costs in advance - 2 - - - -
Prepayments 1 107 1 008 5 324 1 030 888 752
Deposits 62 95 54 - - -
VAT 8 837 27 186 8 681 - 186
Other receivables 18 242 15 978 33 939 17 485 13 565 14 175
 38 852 25 211 55 880 34 050 20 062 19 632
Trade receivables      
Gross receivables 249 316 352 054 345 848 245 091 347 502 309 375
Impairments (238 712) (343 953) (329 471) (238 237) (341 893) (304 856)
 10 604 8 101 16 377 6 854 5 609 4 519

The trade receivables relate to rental owed by the tenants of the Investment property owned by the Eastern cape development 
Corporation and its subsidiaries.

Trade receivables are impaired in the event that the customer has not paid after 120 days and for ex rental tenants when 
they vacate the property. The impairment is calculated based on the ageing of each tenant account as guided by the Rental 
Impairment Policy.

11. Cash and cash equivalents
Cash and cash equivalents are held for the purpose of meeting short-term cash commitments rather than for investment or 
other purposes. Cash and cash equivalents include cash on hand, bank deposits, investments in money market
  Group   Company

Figures in Rand thousand 2016 2015 2014 2016 2015 2014
  Cash on hand 13 16 4 7 4 4
Bank balances 62 217 82 973 218 734 50 626 75 230 90 520
Short-term deposits 208 505 218 285 387 967 196 367 203 843 379 883
 270 735 301 274 606 705 247 000 279 077 470 407
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12. Share capital
  Group   Company

Figures in Rand thousand 2016 2015 2014 2016 2015 2014
  
Authorised       
50 billion Ordinary Type A shares of 1 cent each 500 000 500 000 500 000 500 000 500 000 500 000
50 billion Ordinary Type B shares of 1 cent each 500 000 500 000 500 000 500 000 500 000 500 000
 1 000 000 1 000 000 1 000 000 1 000 000 1 000 000 1 000 000
Issued       
“A” shares of 1 cent each 213 795 213 795 213 795 213 795 213 795 213 795
“B” shares of 1 cent each 213 795 213 795 213 795 213 795 213 795 213 795
 427 590 427 590 427 590 427 590 427 590 427 590

All shares issued are not transferable otherwise than by an Act of Provincial Parliament. The shares held by the State shall 
entitle it to a majority vote. No shares were issued during the year.

Issued      
Reported as at 01 April 2015 427 590 427 590 427 590 427 590 427 590 427 590

13. Reserves
PRE-INCORPORATION RESERVES

Pre-incorporation reserves represent the net book value of asset and liabilities transferred from previous corporations, adjusted 
for any changes in the value of these assets due to information which has been established during the current and prior years 
that refer to the value of assets taken over.

PROPERTY, PLANT AND EQUIPMENT REVALUATION RESERVE

These reserves relate to all fair value adjusments on office buildings that are directly recognised in equity.

FAIR VALUE ADJUSTMENT AVAILABLE-FOR-SALE-ASSETS RESERVE

Fair value reserves comprise all fair value adjustments that are recognised directly in equity and / or transfers from retained 
earnings.
  Group   Company

Figures in Rand thousand 2016 2015 2014 2016 2015 2014
       
Pre-incorporation reserve 384 265 384 265 392 571 384 265 384 265 384 265
Property revaluation reserve (PPE) 3 595 3 595 10 211 3 595 3 595 458
Fair value adjustment on available-for-sale reserve 22 680 22 680 22 680 22 680 22 680 22 680
Reversal of reserves (refer to note 37) - - (9 753) - - -
Acquisition of Oceanwise - 17 409 - - - -
 410 540 427 949 415 709 410 540 410 540 407 403

14. Interest borrowings
  Group   Company

Figures in Rand thousand 2016 2015 2014 2016 2015 2014
       
Held at amortised cost      
Development Bank of Southern Africa 235 705 1 171 235 705 1 171 
Industrial Development Corporation of South Africa Ltd - 23 664 - - - - 
Motor vehicle finance - 13 - - -
Interest rate swaps - - - - - -
Terms and conditions      
 235 24 382 1 171 235 705 1 171
Non-current liabilities      
At amortised cost - 23 875 898 - 198 898
      
Current liabilities      
At amortisation cost 235 507 273 235 507 273

15. Retirement benefit obligation
The Company operates a medical aid defined benefit plan which provides post- employment medical benefits. The medical 
scheme provides retired employees with medical benefits. In terms of the plan, the Company is liable to the employees for 
specific payments on retirement for these benefits. The liabilities of these plans are reflected in the statement of financial 
position. The ECDC does not have specific assets set aside to prefund this liability.
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  Group   Company

Figures in Rand thousand 2016 2015 2014 2016 2015 2014
       
Balance at beginning of the period (32 389) (28 808) (27 830) (32 389) (28 808) (27 830)
Current service cost (2 775) (702) (794) (2 775) (702) (794)
Interest (2 828) (2 729) (2 079) (2 828) (2 729) (2 079)
Contributions 618 398 290 618 398 290
Actuarial (loss) gain 1 683 (548) 1 605 1 683 (548) 1 605
 (35 691) (32 389) (28 808) (35 691) (32 389) (28 808)

Changes in present value       
Opening balance (32 389) (28 808) (27 830) (32 389) (28 808) (27 830)
Contributions by members 618 398 290 618 398 290
Net expense recognised in profit or loss (3 920) (3 979) (1 268) (3 920) (3 979) (1 268)
 (35 691) (32 389) (28 808) (35 691) (32 389) (28 808)

Net expense recognised in the income statement       
Current service cost (2 775) (702) (794) (2 775) (702) (794)
Interest (2 828) (2 729) (2 079) (2 828) (2 729) (2 079)
Actuarial gains (losses) 1 683 (548) 1 605 1 683 (548) 1 605
 (3 920) (3 979) (1 268) (3 920) (3 979) (1 268)
       
Past (accrued) and future service liability      
Health care cost inflation 7,43 % 7,87 % 8,16 % 7,43 % 7,87 % 8,16 %
Discount rate used 8,93 % 8,73 % 9,36 % 8,93 % 8,73 % 9,36 %

Present value of accrued liability       
Active members 26 765 23 266 22 329 26 765 23 266 22 329
CAWMs liability 8 926 9 123 6 479 8 926 9 123 6 479
 35 691 32 389 28 808 35 691 32 389 28 808

Expected future expenditure       
Service cost 1 925 3 017 702 1 925 3 017 702
Interest cost 3 580 3 238 2 729 3 580 3 238 2 729
 5 505 6 255 3 431 5 505 6 255 3 431

Effect of 1% change in assumed medical cost trend rates

It is the policy of the Corporation to provide retirement medical benefits to all its employees. Based on the actuarial valuation 
performed at 31 March 2016 assumptions used in the sensitivity analysis are one percentage variation in:
• Health care cost inflation 
• Mortality 
• Resignation rate 

1% increase - effect on current 541 586 607 541 586 607
service cost & interest cost      
1% increase - effect on 6 067 5 301 5 460 6 067 5 301 5 460
accumulated benefit obligation      
1% decrease - effect on current (427) (465) (471) (427) (465) (471)
service cost & interest cost      
1% decrease - effect on (4 890) (4 264) (4 366) (4 890) (4 264) (4 366)
accumulated benefit obligation
 
Mortality Rate       
 
Pre-expected retirement mortality   SAB85-90 SAB85-90 SAB85-90 SAB85-90
   (Light) - 3 (Light) (Light) - 3 (Light)

Post-expected retirement mortality   PA(90) - 1 PA(90) - 1 PA(90) - 1 PA(90) - 1
Retirement age   60 years 60 years 60 years 60 years

SAB85-90(Light)-3 - This is a table that reflects the mortality experience in South Africa rated down by three years for females.
SAB85-90(Light) - This is a table that reflects the mortality experience in South Africa.
PA(90)-1 -refers to standard actuarial mortality tables for current and prospective pensioners rated down by one year

Five year forecast 2016 2017 2018 2019 2020 2021

Post retirement obligation at start 32 389 35 691 40 523 46 162 52 493 59 691
Interest cost 2 828 3 580 4 064 4 630 5 265 5 987
Service cost 2 775 1 925 2 307 2 591 2 980 3 413 
Expected benefit payments (1 683) (673) (732) (890) (1 047) (1 211)
Actuarial gans/losses (618) - - - - - 
Post retirement obligation at end 35 691 40 523 46 162 52 493 59 691 67 880 
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16. Deferred income
  Group   Company

Figures in Rand thousand 2016 2015 2014 2016 2015 2014
  
Non-current liabilities 379 504 1 546 683 - - -
Current liabilities 139 991 110 817 373 603 127 438 101 960 231 325
 140 370 111 321 1 920 286 127 438 101 960 231 325
 
Analysis per group company    
Eastern Cape Development Corporation 127 438 101 960 231 325 127 438 101 960 231 325
Automotive Industrial Development Centre 12 932 9 361 2 278 - - -
EL IDZ - - 1 686 683 - - -
 140 370 111 321 1 920 286 127 438 101 960 231 325

Government grants are deferred to the extent that they are un-spent. The Eastern Cape Development Corporation is responsible 
for the implementation of various projects on behalf of other government entities. Funds that have been received for these 
projects but not yet spent as at 31 March are classified as deferred income. There were no unfulfilled conditions relating to the 
conditional government grants at year end.

17. Trade and other payables
  Group   Company

Figures in Rand thousand 2016 2015 2014 2016 2015 2014
  
Trade payables 2 960 13 399 38 291 2 760 3 067 3 116
Amounts received in advance 4 310 - - - -
VAT 24 7 896 6 726 - 7 400 -
Government funds 3 448 3 661 19 374 3 448 3 661 18 745
Accrued leave pay 7 260 8 016 14 513 7 117 7 792 9 133
Accrued bonus 1 335 1 536 2 194 1 335 1 536 1 546
Other accrued expenses - - 161 - - -
Deposits received - - 2 006 - - -
Other payables 57 371 56 481 119 470 56 810 52 093 99 593
 72 402 91 299 202 735 71 470 75 549 132 133

18. Government grants
The Eastern Cape Development Corporation receives grant funding from the Provincial Government of the Eastern Cape to 
achieve the mandate and its objectives and targets set per the Corporate Plan. The extent to which the set targets are met, the 
grants received are recognised in the Statement of Financial Performance. The ECDC does not expect a significant decrease 
in the level of Government grants

There are no unfulfilled conditions or contingencies attached to these grants.  

 Group  Company

Figures in Rand thousand   2016 2015 2016 2015
  
Government grants   175 270 235 681 150 335 171 763

19. Revenue 

 Group  Company

Figures in Rand thousand   2016 2015 2016 2015
  
Sale of goods   32 3 525 - -
Rendering of services   8 516 8 042 3 260 2 830
Rental Income   83 925 77 345 75 181 71 558
Interest received on loans   22 987 22 458 22 987 22 458
Interest on Rent   22 490 20 479 22 490 20 479
   137 950 131 849 123 918 117 325

20. Operating loss
Operating loss for the year is stated after accounting for the following: 

 Group  Company

Figures in Rand thousand   2016 2015 2016 2015
  
Operating lease charges    
Premises
• Contractual amounts   5 758 5 229 4 453 4 052
   Equipment    
• Contractual amounts   344 299 344 288
   6 102 5 528 4 797 4 340
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 Group  Company

Figures in Rand thousand   2016 2015 2016 2015

Loss on sale of property, plant and equipment   20 10 15 10
Loss on sale of investment property   4 025 - 4 025 -
Loss on sale of investments   - (7 000) - (7 000)
Loans bad debts written off   3 706 39 710 3 706 39 710
Rental debtors written off   138 911 - 138 911 -
Reversal of impairment on investments   - (1 337) - (1 337)
Impairment on loans to group companies   13 762 663 2 985 695
Impairment of loans advanced   3 346 47 261 3 346 47 261
Impairment on rent debtors   35 255 14 482 35 255 37 037
Reversal of impairment on trade and other receivables   (138 911) - (138 911) -
Amortisation on intangible assets   265 189 96 81
Depreciation on property, plant and equipment   1 975 6 543 1 643 5 517
Employee costs   123 076 120 636 110 463 105 503
Direct property operating expenditure   79 533 73 698 79 533 73 698

 Group  Company

Figures in Rand thousand   2016 2015 2016 2015

21. Auditors’ remuneration
Fees   4 195 4 011 3 935 3 840

22. Investment revenue       
 
Dividend income      
Listed financial assets - Local   101 91 - -

Interest revenue       
Subsidiaries   - - 1 974 1 698
Current accounts   9 901 10 051 8 916 9 251
   9 901 10 051 10 890 10 949
   10 002 10 142 10 890 10 949

23.  Fair value adjustments through profit or loss    
 
Investment property   178 073 163 272 171 773 149 572
Other financial assets   (239) 1 264 - -
   177 834 164 536 171 773 149 572

24. Finance costs       
 
Non-current borrowings   133 88 123 74
Bank   - 3 - -
Interest on interest bearing borrowings   - 647 - -
   133 738 123 74

25. Taxation       
 
Major components of the tax (income) expense      
 
Current       
Local income tax - recognised in current tax for prior periods  - 8 - -
 
Deferred      
Deferred tax   (16) 816 - -
   (16) 824 - -

Reconciliation of the tax expense       
  
Reconciliation between accounting profit and tax expense.      
  
Accounting profit   104 568 100 782 98 786 68 796
Tax at the applicable tax rate of 28% (2015: 28%)   (29 279) 216 - -

Tax effect of adjustments on taxable income      
Unrecognised temporary differences   1 060 - - -
De-recognition of deferred tax   - 599 - -
Exempt income   28 203 - - -
Prior year’s under-provision   - 9 - -
   (16) 824 - -
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 Group  Company

Figures in Rand thousand   2016 2015 2016 2015

26. Cash (used in) generated from operations
Profit before taxation   104 568 100 782 98 786 68 796
Adjustments for:       
Depreciation of property, plant & equipment   2 983 7 569 1 643 5 517
Loss (profit) on sale of assets   4 025 (4 431) 4 025 (4 431)
Loss on sale of property, plant & equipment   20 10 15 10
Amortisation of intangible assets   265 273 96 81
Income from equity accounted investments   (2 879) (2 305) - -
Dividends received   (101) (91) - -
Interest income   (32 887) (32 509) (31 903) (31 709)
Finance costs   133 738 123 74
Fair value adjustments   (177 834) (164 536) (171 773) (149 572)
Impairments   (67 589) 22 927 (78 312) 46 177
Movements in retirement benefit assets and liabilities   3 302 3 581 3 302 3 581
Loans written off   3 227 37 310 3 227 37 310
Inter-company loans written off   479 - 479 -
Other investments written off   - 2 400 - 2 400

Changes in working capital:       
Trade and other receivables   69 193 (19 289) 60 979 (47 907)
Trade and other payables   (9 849) (61 544) (4 077) (56 585)
Deferred income   29 049 (122 281) 25 478 (124 365)
   (73 895) (231 396) (87 912) (250 623)

27. Tax paid
Balance at beginning of the year   85 (31) - -
Closing balance   (85) (85) - -
Prior year under-provision   - (8) - -
   - (124) - -

The comparative figures were incorrect as disclosed in the prior year Financial Statements and have been corrected in this 
note above.

28. Contingencies
 
CONTINGENT LIABILITIES      
 
The Group has exposure to litigation of R14.7million (2015:R10.3million) against it,as tabulated below.  

Matters under consideration:

2016 EASTERN CAPE DEVELOPMENT CORPORATION

1. Claim by employee for payment of damages 
Approximate potential liability: R2,171,044.50
Status of matter:  The summons was issued to ECDC on 19 April 2016. The ECDC has since filed a Notice of intention to defend 
. the matter.

2 . Claim for payment of damages – 171 Cape Road Trust
Approximate potential liability: R561,088
Status of matter: The matter was argued before Judge on 12 May 2016, judgement has been reserved. Please note that the 
amount disclosed in the previous year was incorrect due to a typing error. it has now been corrected

3. Claim for damages - Madodebhunga Nkubungu 
Approximate liability: R371, 855
Status of matter: Summons issued against ECDC on 4th April 2014. This claim is for damages to a property allegedly caused by 
the ECDC appointed Sheriff during an execution of an eviction order. The matter is pending awaiting a trial date.

4.  Claim for payment damages - Rem Development (Pty) Ltd t/a Phambili Property Developments and four Others 
Approximate liability: R3,122,109
Status of the matter: The matter is pending and no trial date has been set.

5. Claim for damages - Tabile Jodwana 
Approximate liability: R5,890
Status of matter: Summons issued against ECDC on 9th September 2014, the matter is still pending and no trial date has  
been set.
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6.  Claim for replacement of property - Butterworth Bakery CC 
Approximate liability: R5,512,975
Status of matter: This matter emanates from alleged damage and theft of property during an execution of an eviction order. 
Summons issued against ECDC on 18th November 2014, the matter is held in abeyance.

7.  Claim for wrongful eviction and damages - Mbona Business Trust 
Approximate liability: R377,037.06 
Status of matter. This matter emanates from alleged wrongful eviction and damages suffered during an execution of an 
eviction oder. The matter is still pending and no trial date has been set. 

8. Claim for payment of damages - Telesure Group 
Approximate liability: R2,565,006 
Status of the matter.  Summons have been issued against the ECDC and a Notice of intention to defend has been served and 
filed on 15 April 2015.The matter is still pending and no trial date has been set.

2015 EASTERN CAPE DEVELOPMENT CORPORATION

1.  Claim for outstanding employee transfer costs and short payment of performance bonuses 
Approximate potential liability: R508,478 
Status of matter: The matter was argued before the Court on 28 January 2015 and judgement was reserved until further notice.

2. Claim for cancellation of lease – 171 Cape Road Trust 
Approximate potential liability: R561, 088
Status of matter: ECDC received summons on the 8th May 2013. ECDC will be defending the matter. This matter is setdown 
for trial on 20 November 2015

3. Claim for damages - Madodebhunga Nkubungu 
Approximate liability: R371,855 
Status of the matter: Summons issued against ECDC on 4th April 2014. This claim is for damages to a property allegedly caused 
by the ECDC appointed Sheriff during an execution of an eviction order. 

4. Claim for professional fees - Dr Mnyande 
Approximate liability: R325,395 
Status of matter: The ECDC is engaging the claimant to pursue an out of court settlement. 

5. Claim for damages - Tabile Jobodwana 
Approximate liability: R5,890 
Status of matter:  Summons issued against ECDC on 9th of September 2014, the matter is still pending. 

6.  Claim for replacement of property - Butterworth Bakery CC 
Aproximate liability: R5,512,975 
Status of matter: This matter emanates from alleged damage and theft of property during an execution of an eviction order. 
Summons issued against the ECDC on 18 November 2014, the matter is still pending. 

7.  Claim for wrongful eviction and damages - Mbona Business Trust 
Approximate liability: R452,037 
Status of matter: This matter emanates from alleged wrongful eviction and damages suffered during an execution of an 
eviction order. The matter is still pending. 

8. Claim for damages 
Approximate liability: R2,565,037
Status of matter : Summons have been issued against the ECDC and Notice of intention to defend has been served and filed on 
15 April 2015.

29. Commitments
 Group  Company

Figures in Rand thousand   2016 2015 2016 2015

Authorised capital expenditure    
Already contracted for but not provided for    
• Project funds orders not yet paid   113 012 37 158 113 012 37 158

Operating leases – as lessee (expense)    
Minimum lease payments due    
- within one year   5 687 5 426 4 429 4 237
- in second to fifth year inclusive   2 545 7 234 2 358 6 215
   8 232 12 660 6 787 10 452
Operating leases – as lessor (income)    
Minimum lease payments due    
- within one year   36 924 27 933 36 924 27 933
- in second to fifth year inclusive   42 957 32 221 42 957 32 221
- later than five years   8 368 8 030 8 368 8 030
   88 249 68 184 88 249 68 184
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30. Related parties
Relationships    
Shareholder  Department of Economic Development and 
  Environmental Affairs and Tourism (DEDEAT) 
Directors  Refer to the Director’s report  
Key management and other senior managers  Eastern Cape Development Corporation 
  D Mandell (Acting Executive Manager: Development  Investments)  
  M Lindie (Chief Economist)  
  N Ngewu (Executive: Corporate Services) 
  S Sentwa (Chief Financial Officer)
  N Dlulane (Chief Executive Officer)
  J Cerff (Executive: Infrastructure development) 
  B Melitafa (Executive: ISIDP)
  AIDC Development Centre Eastern Cape (Proprietary) Limited
  J Manilal (Chief Executive Officer)

RELATED PARTY BALANCES
Figures in Rand thousand   2016 2015 2016 2015

Amounts included in Trade and other receivable    
(Trade and other Payable) regarding related parties    
ECDC executive management   (5) - (5) -
Middle management   125 - 125 -

SUBSIDIARIES AND ASSOCIATES
Related party balances with subsidiaries and associates are disclosed in Note 6: Loans to / (from) subsidiaries and associates.

OTHER RELATED PARTIES
The Corporation acquires equity investments in certain entities to which it has advanced loan funds as security for these loans 
or as part of its investment strategy. Outstanding balances with these entities were as follows:

    Preference/ Loan Accumulated
Related party: 2016    ordinary shares balance impairment

Border Copiers    676 4 436 4 436
Automotive Industry Development Centre - Eatern Cape    100 2 000 2 000
Magwa Tea Enterprise (Proprietory) Ltd    100 5 584 5 584
Bio Coal Manufaturers and distributers (Pty) Ltd    30 5 689 5 689
Digitisation & Remanufacturing Institute of South Africa (DRISA)   - 3 762 1 062
Oceanwise (Pty) Ltd    1 108 13 761 13 761
Crossmed Health Care (Pty) Ltd    22 3 503 -
Silver Moon Investments 183 CC    300 - -
Singisi Forest Products    820 - -
Ndlambe Natural Industrial Products (Proprietory) Ltd    100 5 033 252
    3 256 43 768 32 784
Related party: 2015    

Border copiers    676 4 232 4 232 
Automotive Industry Development Centre - Eastern Cape   100 2 000 2 000 
Magwa Tea Enterprise (Pty) LTD    100 5 584 5 584 
Digitisation & remanufacturing institute of South Africa (DRISA)   - 3 762 - 
Oceanwise (Pty) Ltd    1 108 9 348 9 348 
Crossmed Health Care (pty) Ltd    22 3 503 - 
Silvermoon investments 183 CC    300 3 245 3 245 
Singisi Forest Products    820 - - 
Ndlambe Natural Industrial Products (Pty) Ltd    100 5 319 5 319 
Bio Coal Manufacturers and Distributers (Pty) Ltd    30 4 958 4 958 
    3 256 41 951 34 686 
   RELATED PARTY TRANSACTIONS    
Figures in Rand thousand   2016 2015 2016 2015

Subsidiaries and associates    
Interest from subsidiaries   - - 1 974 1 698
Government grants paid to Automotive Industry Development Centre (AIDC) - - 15 286 19 504
Rent paid to subsidiaries   - - 2 664 2 275
Management fees   - - 1 285 1 187

Interest received from related parties    
Border Copiers (Proprietory) Ltd   - - 413 367
Ndlambe Natural Industrial Products (Proprietory) Ltd   - - 415 368
Silvermoon investments 183 CC   - - - 262
Oceanwise (Pty) Ltd   - - 1 364 598
Operational expenditure paid on behalf of    
Eastern Cape Information Technology Initiative   2 316 2 632 2 316 2 632

Rent received from related parties    
Eastern Cape Appropriate Technology unit   47 46 47 46
Eastern Cape Liquor Board   386 308 386 308
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31.  Director’s and prescribed officer’s emoluments   

NON-EXECUTIVE       
  
2016  Director’s fees Total
 2 109 2 109 

2015  Director’s fees Total
 1 526 1 526 

COMPENSATION TO EXECUTIVE MANAGEMENT     

    Total Employer Total
2016    earnings contribution to funds
       
Mr N Dlulane (CEO) started 01/12/2015    1 893 400 210 180 2 103 580
Mr M Lindie (Chief Economist)    1 401 857 178 084 1 579 941
Mrs N Ngewu (Executive manager: Corporate services)    1 439 798 166 775 1 606 573
 Mr J Cerff (Executive manager: Infrastructure development)   1 744 994 - 1 744 994
 Mr D Mandel (Acting Executive manager: Development Investments   1 065 124 150 552 1 215 676
 Ms N Ncokazi (General Manager: Innovation and product development)  1 305 188 141 685 1 446 873
Ms N Tsipa (General manager: Operations)    1 097 564 155 902 1 253 466
Mr S Setntwa (Chief financial officer)    1 430 098 127 152 1 557 250
 Mr B Melitafa (Executive manager: ISIDP) started 01/05/2015   1 311 255 152 364 1 463 619
    12 689 278 1 282 694 13 971 972

        
 Emoluments Allowances Employer Leave pay Termination Total
   contribution to  pay
2015   funds
  
Mr S Mase (CEO)  172 450 7 646 20 977 233 034 2 199 360 2 633 467
- Terminated 02/05/2014       

Mr R Naidoo (Acting CEO) 788 806 468 659 102 545 91 521 - 1 451 531
- Terminated 19/12/2014       

Mr N Dlulane (Executive manager: 804 232 528 009 169 473 - - 1 501 714
Investments and Funding)       

Mr S Sentwa (Chief financial officer) 824 161 475 422 122 966 - - 1 422 549

Mrs N Ngewu (Executive manger: 705 660 572 113 170 647 - - 1 448 420
Corporate Services)       

Mrs N Van Dyk (Acting CFO) 155 446 312 999 15 399 - - 483 844
- Appointed 05/09/2014 
- Terminated 31/01/2015       

Mr G Cowley (Executive manager: 547 555 214 437 68 248 23 620 - 853 860
Integrated Social Infrastructure Programme)      
- Terminated 31/01/2015       

Mr M Lindie (Chief economist) 693 041 561 046 155 902 - - 1 409 989

Mr J Cerff (Executive manager: 947 347 709 817 - - - 1 657 164
Infrastructure development)       
 5 638 698 3 850 148 826 157 348 175 2 199 360 12 862 538

32. Risk management
INTRODUCTION

The essential function of risk management is to identify measure and monitor the risk profile of ECDC. Risk management 
underscores the fact that the survival of an organisation depends heavily on its capabilities to anticipate and prepare for the 
changes rather than waiting for the change and react to it.

ENTERPRISE RISK MANAGEMENT (ERM)
ECDC has established an ERM framework that is shareholder value based, organisationally embedded, supported and assured, 
and reviewed on a regular basis.

ERM is considered from an enterprise wide portfolio perspective satisfying three requirements, namely integration (spanning 
all lines of business), comprehensive (covering all types of risk) and strategic (aligned with the overall business strategy).

The objective of ERM is to continuously provide and update risk identification, validation, management and review of these risks.

The business model strives to maximise financial and development returns while maintaining and acceptable risk profile.

RISK APPETITE
The board of directors has approved a risk appetite and tolerance framework which forms the basis of the extent to which 
ECDC tolerates risks as described by performance indicators, operational parameters and process controls to increase 
shareholders value.



E
C

D
C

  
 |

  
 A

N
N

U
A

L
 R

E
P

O
R

T
 2

0
1

5
/1

6

128

Risk tolerance levels assists management to make better informed business decisions, focus on risks that exceeds the risk 
appetite and to develop a culture where management is aware of the risks taken.

The key risks have been classified according to the five broad risk categories namely, Strategic, Financial, Operational, 
Compliance and Information Technology Governance

RISK MANAGEMENT DEPARTMENT

The risk department actively monitors and oversee key risks of the Corporation. The key roles and responsibilities of the unit are to:
1. Play an active role in instituting and promoting a sustainable and robust ERM process; 
2. Developing corporate-wide monitoring, assurance and reporting processes for risk management; 
3. Regularly reporting to the Chief Risk Officer, Executive Management and the Board Audit and Risk Committee and the 

Board on critical issues identified, on the progress in mitigating the risks and on any fundamental breaches of approved 
risk management policy guidelines.

4. Assisting in refining the risk appetite and aligning it to the ECDC mandate, corporate and operational targets 
5. Advising Strategic Business units on mitigating controls, processes and procedures; 
6. Providing independent investment analysis for all investments proposals formally and informally; 
7. Concentration identification and analysis; 
8. Benchmarking of best practice risk management activities and application thereof where applicable. 

STRATEGIC RISK

Strategic risks include the failure of ECDC to fulfil on its development role in terms of shareholders expectation, macro 
economic conditions, reputational risks and the availability of capital.

ECDC manages strategic risks by the annual review of the risk appetite and tolerance framework, establishing whether risks 
should be accepted, mitigated or avoided, prioritising risk identification, evaluating the efficiency of risk policies, procedures, 
practises and controls applied within ECDC on a day to day basis and by determining and reviewing of the maximum mandate 
levels for the various Committees and staff who approves credit and assets liability decisions.

FINANCIAL RISK

Financial risks includes credit, interest and market risk. These risks try to minimise losses which may result due to ECDC’s own 
funding structure and as a result of its external investment and financing activities.

FINANCIAL RISK: CREDIT RISK

Credit risk is the potential that a borrower or counter party fails to meet their obligations as per agreed terms. Credit risk is 
inherent to the business of lending funds and rental collections and is closely linked to market risk variables. Credit risk is a 
dominant risk within ECDC as the providing of loans, equity capital and rental accommodation is the core business of ECDC.

Credit risk consists of two components namely the quantity of risk measured as outstanding accounts receivable balances at 
the date of default and the quality of risk measured as the severity of loss defined by both the probability of default as reduced 
by the recoveries that could be made in the event of default.

ECDC’s approach to credit risk management is to:

1. Establish exposure ceilings (limits) in certain categories of loans within a certain amount range; 
2. Perform due diligence and investment screening on all new loan and rental applications to establish if the applications 

meets the basic criteria for funding / occupation; 
3. Operate a multi-tier credit approving authority based on the loan amount; 
4. Test the use of a risk rating model for small and medium businesses for implementation during 2013; 
5. Price loans according to the severity of perceived credit risk; 
6. Maximise portfolio management which emanates from the necessity to optimise benefits associated with  diversification 

and to reduce the impact of concentration of exposures to a certain individual, sector or industry.
7. Provide a loan review mechanism to identify loans with credit weaknesses and determine the adequacy of loan impairment 

provisions, adherence to lending policies and procedures and to propose mitigation actions where weaknesses in systems 
and procedures have been established. 

8. Regularly report to management on the risks identified 

FINANCIAL: MARKET RISK

Market Risk is defined as the possibility of loss to ECDC caused by the changes in market variables of both on and off balance 
sheet positions which will be adversely affected by movements in interest rate markets.

FINANCIAL: INTEREST RATE RISK

Interest rate risk is the potential negative impact on Net Interest Income and it refers to the vulnerability of ECDC’s financial 
condition to the movement in interest rates. Changes in interest rates affects earnings, value of assets, liability off-balance 
sheet items and cash flow.

The objective of interest rate risk management is to maintain earnings, improve the capability and ability to absorb potential 
loss and to ensure the adequacy of the compensation received for the risk taken and effect risk return trade-off.

ECDC and the group are exposed to interest rate risk arising mainly from exposure to the Investment in Development Loans.
 
The cash resources of the group are invested mainly with large money market funds and South African banks. Development 
investments are also made in line with Board policy and would be less profitable as interest rates drop. At year end, financial 
instruments exposed to interest rate risk were interest-bearing borrowings, held to maturity investments and loans advanced.
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LIQUIDITY RISK
Liquidity risk is defined as the risk of failure to meet all financial obligations on a timely basis, without incurring above normal 
costs. This risks specifically arises from the inability to honour obligations with respect to commitments to borrowers, lenders 
and investors and operational expenditure.

The ECDC Investment Policy governs the liquidity requirements per investment type. Liquidity is held primarily in the form 
of money market instruments such as call deposits and bonds. The monthly management of the required liquidity levels is 
reported to Executive Management on a monthly basis.

OPERATIONAL RISK
Operational risks, though defined as any risk that is not categorised as market or credit risk, is the risk of loss arising from 
inadequate or failed internal processes, people and systems or from external events. This definition includes legal risk but 
excludes systemic and reputational risk.

In order to mitigate the above, an operational risk framework and risks registers have been developed per business unit to 
ensure that operational risks are consistently and comprehensively identified, assessed, mitigated, controlled, monitored and 
reported by each Business Unit Manager.

Operational risk is also mitigated through:
• The performance of regular internal audits 
• Business Continuity and disaster recovery plans which are being managed through VMWARE virtualization platform 
• Recruitment policies 
• Insurance through public liability and insurance of fixed assets 
• Commitment of employees to a code of conduct that encourages integrity, professionalism, accountability and teamwork 
• Performing fraud awareness training and the availability of a fraud reporting hotline 

COMPLIANCE RISK
ECDC is regulated through the Eastern Cape Development Corporation Act 2 of 1997 as amended. ECDC is accountable to its 
sole shareholder the Department of Economic Development, Environmental Affairs and Tourism

A shareholders compact entered into between the parties manages the performance as well as ECDC capital management. 
ECDC is not required to hold any capital in terms of the Bank Act 94 of 1990 and may gear up to 100% of the available capital.

INFORMATION TECHNOLOGY RISK
Technology is core to ECDC’s business. Technology governance is vital to striking the right balance between holding on to our 
technology lead and managing our costs. It is also fully integrated into our strategic and business processes. All IT decisions 
are benchmarked against best practice and according to COBIT standard where applicable.

IT risk is managed by keeping up to date with the latest advances in technology and in terms of an approved IT Charter 
which aligns the technical strategy and business needs in by delivering value, managing performance; caters for security 
management, information management and business continuity management. This Charter is further strengthened by an 
Information Security, Internet and E-mail Policy which governs all access to information. Disaster recovery has been identified 
as having the highest impact on ECDC business operations and is being managed.

LIQUIDITY RISK EXPOSURE
   On demand 1 to 12 months More than Total
   and less  12 months
As at 31 March 2016   one month

Assets 
Investments   - - 31 954 31 954
Trade and other receivables   - 34 050 - 34 050
Loans advanced   - 36 880 45 663 82 543
Cash and cash equivalents   247 000 - - 247 000
   247 000 70 930 77 617 395 547
Liabilities    
Interest bearing borrowings   - 235 - 235
Trade and other payables   - 71 470 - 71 470
Finance lease obligation   - 508 - 508
   - 72 213 - 72 213
Liquidity gap   247 000 (1 283) 77 617 323 334

As at 31 March 2015   

Assets   - - - -
Investments   - - 31 857 31 857
Trade and other receivables   - 20 062 - 20 062
Loans advanced   - 87 112 14 848 101 960
Cash and cash equivalents   279 077 - - 279 077
   279 077 107 174 46 705 432 956
Liabilities    
Interest bearing borrowings   - 507 198 705
Trade and other payables   - 75 548 - 75 548
Finance lease obligation   - 508 508 1 016
   - 76 563 706 77 269
Liquidity gap   279 077 30 611 45 999 355 687
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INTEREST RATE RISK

The Group’s exposure to interest rate risk arises from primarily the following:

• Investment in development loans. 
• Investment of surplus operational cash. 

The interest rate risk is managed in terms of the Board approved investment and development investment policies. The Group 
monitors and ensures that the interest rate risk profiles are in line with limits and benchmarks stipulated in the policy.

The cash resources of the group are invested mainly with large money market funds and South African banks.

Development investments are also made in line with Board policy and would be less profitable as interest rates drop.

  Group   Company

Variable rate instruments 2016 2015 2014 2016 2015 2014
  
Financial assets 353 257 403 230 744 666 329 453 381 037 609 587
Financial liabilities (235) (24 382) (1 171) (235) (705) (1 171)
 353 022 378 848 743 495 329 218 380 332 608 416

CASHFLOW SENSITIVITY ANALYSIS FOR VARIABLE RATE INSTRUMENTS
  Group   Company

Profit or loss on sensitivity 2016 2015 2014 2016 2015 2014
 
Financial assets 3 532 4 032 7 447 3 295 3 810 6 086
Financial liabilities (2) (244) (12) (2) (7) (12)
 3 530 3 788 7 435 3 293 3 803 6 074

An increase of 100 basis points in interest rates at reporting date, calculated on the closing balances and using simple interest 
for 12 months, would have increased profit by the amount show above. A decrease of 100 basis points would have had equal 
but opposite effect to the amounts shown above. This analysis assumes that all other variables remain constant. The analysis 
is performed on the same basis for prior years.

CREDIT RISK

The carrying amount of the assets as at the balance sheet date best represents the maximum exposure to credit risk. The 
maximum exposure to credit risk as at reporting date was:

  Group   Company

 2016 2015 2014 2016 2015 2014

Loans advanced 82 543 101 960 139 180 82 543 101 960 139 180
Trade and other receivables* 28 908 24 176 50 370 24 339 19 174 18 694
Investments 35 252 35 394 34 727 31 954 31 857 32 454
Investment in associate 26 798 23 919 21 613 - - -
Cash and cash equivalents 270 735 301 274 606 705 247 000 279 077 470 407
Maximum exposure 444 236 486 723 852 595 385 836 432 068 660 735

* - Excludes prepayments and VAT receivables.

As at 31 March 2016, the Group had Loan advances and Trade receivables of R459 211 (Company: R458 837) which were 
impaired and provided for.

The ageing of these classes are as follows:

Group   30 days 60 days >90 days Total

Loan advances   - - 220 600 220 600
Trade receivables   - - 238 611 238 611
   - - 459 211 459 211

Company  

Loan advances   - - 220 600 220 600
Trade receivables   - - 238 237 238 237
   - - 458 837 458 837
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33. Financial assets by category
The accounting policies for financial instruments have been applied to the line items below:

  Loans and Fair value Held to Available Carrying
  receivables through profit or maturity for sale amount
Group 2016   loss - designated investments

Investments  - 3 298 8 454 23 500 35 252
Loans advanced  82 543 - - - 82 543
Trade and other receivables  38 852 - - - 38 852
Investments in associates  - 26 798 - - 26 798
Cash and cash equivalents  - 270 735 - - 270 735
  121 395 300 831 8 454 23 500 454 180
Group 2015   

Investments  - 3 537 8 357 23 500 35 394
Loans advanced  101 960 - - - 101 960
Trade and other receivables  25 211 - - - 25 211
Investments in associates  - 23 919 - - 23 919
Cash and cash equivalents  - 301 274 - - 301 274
  127 171 328 730 8 357 23 500 487 758
Group 2014   

Investments  - 2 273 8 954 23 500 34 727
Loans advanced  139 180 - - - 139 180
Trade and other receivable  55 880 - - - 55 880
Investments in associates  - 21 613 - - 21 613
Cash and cash equivalents  - 606 705 - - 606 705
  195 060 630 591 8 954 23 500 858 105
Company 2016   

Investments  - - 8 454 23 500 31 954
Loans advanced  82 543 - - - 82 543
Trade and other receivables  34 050 - - - 34 050
Loans to group companies  24 939 - - - 24 939
Investments in subsidiaries  - 23 012 - - 23 012
Cash and cash equivalents  - 247 000 - - 247 000
  141 532 270 012 8 454 23 500 443 498
Company 2015   

Investments  - - 8 357 23 500 31 857
Loans advanced  101 960 - - - 101 960
Trade and other receivables  20 062 - - - 20 062
Loans to group companies  22 141 - - - 22 141
Investments in subsidiaries  - 23 012 - - 23 012
Cash and cash equivalents  - 279 077 - - 279 077
  144 163 302 089 8 357 23 500 478 109
Company 2014   

Investments  - - 8 954 23 500 32 454
Loans advanced  138 180 - - - 138 180
Trade and other receivables  19 632 - - - 19 632
Loans to group companies  20 385 - - - 20 385
Investments in subsidiaries  - 23 006 - - 23 006
Cash and cash equivalents  - 470 407 - - 470 407
  178 197 493 413 8 954 23 500 704 064

34.  Financial liabilities by category
The accounting policies for consolidated annual financial instruments have been applied to the line items below:
     Financial Carrying
     liabilities at amount
Group 2016     amortised cost

Interest bearing borrowings      235 235
Trade and other payables      72 402 72 402
Finance lease obligation      541 541
Operating lease liabilities     83 83
     73 261 73 261
Group 2015   

Interest bearing borrowings      24 382 24 382
Trade and other payables      91 298 91 298
Finance lease obligation      1 094 1 094
Loans from Shareholders      28 814 28 814
Operating lease liabilities     181 181
     145 769 145 769

Group 2014   

Interest bearing borrowings      1 171 1 171
Trade and other payables      202 735 202 735
Finance lease obligation     64 64
     203 970 203 970
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     Financial Carrying
     liabilities at amount
Company 2016     amortised cost

Interest bearing borrowings      235 235
Trade and other payables      71 470 71 470
Loans from group companies     57 913  57 913
Finance lease obligation     508 508
     130 126 130 126
Company 2015     

Interest bearing borrowings      705 705
Trade and other payables      75 548 75 548
Loans from group companies      52 720 52 720
Finance lease obligation     1 016 1 016
     129 989 129 989
  Company 2014     

Interest bearing borrowings      1 171 1 171
Trade and other payables      132 133 132 133
Loans from group companies     40 617 40 617
     173 921 173 921

35. New standards and interpretations New standards
IFRS 9 FINANCIAL INSTRUMENTS
The IASB has issued IFRS 9 Financial Instruments, which is the first step in its project to replace IAS 39 Financial Instruments: 
recognition and measurement, in its entirety. The project has three main phases:
• Phase I: Classification and measurement of financial instruments; 
• Phase II: amortised cost and impairment of financial assets; and 
• Phase III: Hedge accounting. 

IFRS 9, as currently issued, includes requirements for the classification and measurement of financial assets and liabilities 
derecognition requirements and additional disclosure requirements. The main requirements include the following:
• Financial assets are to be classified and measured based on the business model for managing the financial asset and the 

cash flow characteristics of the financial asset. There are two measurement approaches, namely fair value and amortised 
cost. The financial asset is carried at amortised cost if it is the business model of the entity to hold that asset for the purpose 
of collecting contractual cash flows and if those cash flows comprise principal repayments and interest. All other financial 
assets are carried at fair value. 

• A financial asset that would otherwise be at amortised cost may only be designated as at fair value through profit or loss if 
such a designation reduces an accounting mismatch. 

• The classification and measurement of financial liabilities include requirements similar to those contained in the existing 
standard IAS 39 Financial Instruments: recognition and measurement. 

• For financial liabilities designated as at fair value through profit or loss, a further requirement is that all changes in the 
fair value of financial liabilities attributable to credit risk be transferred to other comprehensive income with no recycling 
through profit or loss on disposal. 

• The requirements for derecognition are similar to those contained in the existing standard IAS 39 Financial 

Instruments: recognition and measurement, with certain additional disclosure requirements. Management does not anticipate 
these requirements to have a significant impact on the group’s consolidated annual financial statements.

IFRS 9 is effective for the group for the year commencing 1 April 2013. However, the IASB adopted a phased approach for 
the release of IFRS 9, with the requirements for the classification and measurement of financial assets having been released 
in 2009 and the requirements for the classification and measurement of financial liabilities and derecognition having been 
released in 2010. Accordingly, the requirements released in 2010 cannot be early -adopted without the simultaneous adoption 
of the 2009 requirements. However, the requirements released in 2009 may be separately early adopted. The IASB intends to 
expand IFRS 9 in 2011 to address the requirements for the offsetting of financial assets and financial liabilities, impairment 
of financial assets carried at amortised cost and hedge accounting. The group has not adopted the requirements of IFRS 9 
released in 2009.

REVISED STANDARDS
The following revisions to IFRS have not been early-adopted by the group:

IFRS 7 FINANCIAL INSTRUMENTS: DISCLOSURES

The following amendments were made to this standard during the year:
• Clarification of certain qualitative and quantitative disclosures relating to the nature and extent of risks. The amendment is 

effective for the year commencing 1 April 2011. 
• Additional disclosure requirements relating to the transfer of financial assets. This amendment is effective for the group for 

the year commencing 1 April 2012. These amendments address disclosure in the consolidated annual financial statements 
and will therefore not affect the financial position of the group. 

IFRS 3 BUSINESS COMBINATIONS
The amendment clarifies the measurement of non- controlling interests and provides additional guidance on unreplaced and 
voluntarily replaced share-based payment awards. The amendment is effective for the year commencing 1 April 2011 and is 
not applicable to the group.
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IAS 12 INCOME TAXES

The amendment provides a practical approach for measuring deferred tax liabilities and deferred tax assets when investment 
property is measured using the fair -value model in IAS 40 Investment property. The amendment is effective for the group for 
the year commencing on or after 1 April 2012 and is not expected to have a significant impact on the group as the holding 
company is exempt from income tax.

IAS 24 RELATED PARTIES

The amendment provides exemptions from certain disclosure requirements in respect of government-related entities and 
clarifies the definition of a related party. The amendment is effective for the group for the year commencing 1 April 2011. This 
amendment addresses disclosure in the annual financial statements and will therefore not affect the financial position of the 
group. Furthermore, the revisions to the disclosures are not expected to have a significant effect on the group.

IAS 32 CLASSIFICATION OF RIGHTS ISSUES’ ISSUED IN OCTOBER 2009

The amendment applies to annual periods beginning on or after 1 February 2010. Earlier application is permitted. The 
amendment addresses the accounting for rights issues that are denominated in a currency other than the functional currency 
of the issuer. Provided certain conditions are met, such rights issues are now classified as equity regardless of the currency 
in which the exercise price is denominated. Previously, these issues had to be accounted for as derivative liabilities. The 
amendment applies retrospectively in accordance with IAS 8. Accounting policies, changes in accounting estimates and 
errors’. The amended standard is not applicable to the Group.

ANNUAL IMPROVEMENT PROJECT

As part of its third annual improvement project the IASB has issued its 2010 edition of annual improvements. The annual 
improvement project aims to clarify and improve the accounting standards. The improvements include those involving 
terminology or editorial changes, with minimal effect on recognition and measurement. There are no significant changes in the 
improvement that will affect the group.

INTERPRETATIONS

The following interpretations of existing standards are not yet effective and have not been early-adopted by the group:

IFRIC 14 Prepayments of a minimum funding requirement

The amendments correct an unintended consequence of IFRIC 14, ‘IAS 19 – The limit on a defined benefit asset, minimum 
funding requirements and their interaction’. Without the amendments, entities are not permitted to recognise as an asset 
some voluntary prepayments for minimum funding contributions. This was not intended when IFRIC 14 was issued, and the 
amendments correct this. The amendments are effective for annual periods beginning 1 January 2011. Earlier application is 
permitted. The amendments should be applied retrospectively to the earliest comparative period presented.This standard is 
however not applicable to the Group.

STANDARDS AND INTERPRETATIONS ADOPTED IN THE CURRENT YEAR

REVISED STANDARDS

The following revisions to IFRS have been adopted by the group as their application has become mandatory for the reporting period:

AMENDMENTS TO IFRS 2 GROUP-SETTLED ARRANGEMENTS

The amendment provides additional guidance on the accounting for share -based payment transactions among group entities. 
The most significant change is that the entity receiving the goods or services will recognise the transaction as an equity-settled 
share-based payment transaction only if the awards granted are its own equity instruments or if it has no obligation to settle 
the transaction. In all other circumstances the entity will measure the transaction as a cash-settled share-based payment. 
The scope of IFRS 2 has also been amended to clarify that the standard applies to all share-based payment transactions, 
irrespective of whether or not the goods or services received under the share-based payment transaction can be individually 
identified. The adoption of the amendments to the standard did not have an effect on the group’s consolidated annual financial 
statements as the group is not party to share based payments arrangements.

IFRS 5 (AMENDMENT), ‘NON-CURRENT ASSETS HELD FOR SALE AND DISCONTINUED OPERATIONS’

The amendment clarifies that IFRS 5 specifies the disclosures required in respect of non-current assets (or disposal groups) 
classified as held for sale or discontinued operations. It also clarifies that the general requirement of IAS 1 still apply, in 
particular paragraph 15 (to achieve a fair presentation) and paragraph 125 (sources of estimation uncertainty) of IAS 1.

IAS 1 (AMENDMENT), ‘PRESENTATION OF FINANCIAL STATEMENTS’

The amendment clarifies that the potential settlement of a liability by the issue of equity is not relevant to its classification 
as current or noncurrent. By amending the definition of current liability, the amendment permits a liability to be classified as 
non-current (provided that the entity has an unconditional right to defer settlement by transfer of cash or other assets for at 
least 12 months after the accounting period) notwithstanding the fact that the entity could be required by the counterparty to 
settle in shares at any time.
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IAS 36 (AMENDMENT), ‘IMPAIRMENT OF ASSETS’, EFFECTIVE 1 JANUARY 2010

The amendment clarifies that the largest cash-generating unit (or group of units) to which goodwill should be allocated for the 
purposes of impairment testing is an operating segment, as defined by paragraph 5 of IFRS 8, ‘Operating segments’ (that is, 
before the aggregation of segments with similar economic characteristics).

INTERPRETATIONS

The following amended IFRIC’s have been adopted by the group as their application has become mandatory for the reporting 
period:

IFRIC 17, ‘DISTRIBUTION OF NON-CASH ASSETS TO OWNERS’ (EFFECTIVE ON OR AFTER 1 JULY 2009)

The interpretation was published in November 2008. This interpretation provides guidance on accounting for arrangements 
whereby an entity distributes non-cash assets to shareholders either as a distribution of reserves or as dividends. IFRS 5 has 
also been amended to require that assets are classified as held for distribution only when they are available for distribution in 
their present condition and the distribution is highly probable.

IFRIC 18, ‘TRANSFERS OF ASSETS FROM CUSTOMERS’

Effective for transfer of assets received on or after 1 July 2009. This interpretation clarifies the requirements of IFRSs for 
agreements in which an entity receives from a customer an item of property, plant and equipment that the entity must then 
use either to connect the customer to a network or to provide the customer with ongoing access to a supply of goods or 
services (such as a supply of electricity, gas or water). In some cases, the entity receives cash from a customer that must be 
used only to acquire or construct the item of property, plant, and equipment in order to connect the customer to a network or 
provide the customer with ongoing access to a supply of goods or services (or to do both). The adoption of this interpretation 
is not applicable to the group.

IFRIC 9, ‘REASSESSMENT OF EMBEDDED DERIVATIVES AND IAS 39, FINANCIAL INSTRUMENTS: 
RECOGNITION AND MEASUREMENT’, EFFECTIVE 1 JULY 2009

This amendment to IFRIC 9 requires an entity to assess whether an embedded derivative should be separated from a host 
contract when the entity reclassifies a hybrid financial asset out of the ‘fair value through profit or loss’ category. This 
assessment is to be made based on circumstances that existed on the later of the date the entity first became a party to 
the contract and the date of any contract amendments that significantly change the cash flows of the contract. If the entity 
is unable to make this assessment, the hybrid instrument must remains classified as at fair value through profit or loss in its 
entirety. The adoption of this interpretation is not applicable to the group.

36.  Other comprehensive income

COMPONENTS OF OTHER COMPREHENSIVE INCOME - COMPANY 2015 
Movements on revaluation 
Closing balance      3 137

37.  Irregular expenditure
The Eastern Cape Development Corporation (ECDC) incurred irregular expenditure totalling R25,377 million (2015:R41,464 
million) due to non-compliance with the Supply Chain Management Policy (SCM) and the PFMA. This expenditure has been 
recorded in the relevant expenditure accounts and (2015:R33,388 million) has been condoned by the Board.

    Group Company

Figures in Rand thousand   2016 2015 2016 2015

Opening balance of un-condoned   8 075 - 8 075 -
Current year Irregular expenditure   26 194 33 389 26 194 33 389
Irregular expenditure indentified in the current year relating to prior year - 8 075 - 8 075
Condoned by the Board   (25 377) (33 388) (25 377) (33 388)

38.  Prior period errors
The financial statements have been prepared in accordance with the South African Statements of Generally Accepted 
Accounting Practice on a basis consistent with the prior year. Where adjustments were done in the current annual financial 
statements, management considered the impact on the opening balances of the earliest comparative figures and these were 
adjusted accordingly.
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The corresponding financial statements note have accordingly been adjusted for the items below.

Eastern Cape Development Corporation

Magwa Enterprise Tea (Pty) Ltd
ECDC has retrospectrively consolidated Magwa Enterprise Tea (Pty) LTD. The impact on previously reported figures is tabulated 
below.

Property, Plant and Equipment, Reserves, Depreciation and Other Comprehensive Income
An amount of R3, 137 million was understated for buildings due to incorrect calculation of fair values. Also as a result of this, 
the depreciation was understated by an amount of R3, 445. The revaluation adjustment for owner occupied buildings was 
understated in the prior year and has now been corrected.

Investment properties and Fair value adjustments
Title Deeds for Investment Properties to the value of R22,817 million were found to be not registered to ECDC and should 
not have been disclosed in the value of Investment properties. A further R6,257 million adjustment due to over-valuation of 
properties held for sale. The impact of this adjustment on 2014/15 figures is tabulated below.

Trade and other receivables and operating lease asset
In the previous years, the operating lease asset had been incorrectly included in Trade and other receivables. This error has 
been corrected retrospectively. The impact of the correction on previously reported figures is tabulated below.

Trade and other payables
Monies received for some of the properties mentioned above has also been used to update the sales of properties in the 
previous period.

Deferred income and Government grants
An error in the determination of accruals in 2014/15 resulted in an under-accrual of R7,014 million. This necessitated and 
adjustment whose impact on previously reported figures is tabulated below.

Non-controlling interest
In the 2014/15 financial year, the non -controlling interest was incorrectly calculated. The error was corrected retrospectively 
and the impact of such adjustment is tabulated below.

Total comprehensive income for the year and Retained income
The above mentioned errors have had an impact on Total comprehensive income for the year, and consequently an impact on 
Retained Income. The impact of these adjustments is tabulated below.

Cashflow statement
To the extent that the above adjustments affect the cashflow statement, such corrections have been effected in the previous period.

EFFECT OF ADJUSTMENTS TO ACCOUNT BALANCES ARE TABULATED BELOW:
    Group Company

Figures in Rand thousand   2016 2015 2016 2015

Investment Properties 
Balance as previously reported   958 535 2 051 831 903 435 730 371
Adjustment   (29 074) - (29 074) -
As Adjusted   929 461 2 051 831 874 361 730 371

Property, plant and equipment    
Balance as previously reported   84 895 532 225 24 768 24 888
Adjustment   (307) - (307) -
Consolidation of Magwa Enterprise Tea (Pty) Ltd   9 840 10 866 - -
As adjusted   94 428 543 091 24 461 24 888

Reserves    
Balance as previously reported   424 812 415 709 407 403 407 403
Adjustment   3 137 - 3 137 -
As adjusted   427 949 415 709 410 540 407 403

Retained Income    
Balance as previously reported   419 576 426 019 308 112 203 615
Adjustment   (14 051) - (29 307) -
Consolidation of Magwa Enterprise Tea (Pty) Ltd   4 356 8 908 - -
As adjusted   409 881 434 927 278 805 203 615

Trade and other payables    
As previously reported   83 648 196 615 71 746 132 133
Adjustment   3 802 - 3 802 -
Consolidation of Magwa Enterprise Tea (Pty) Ltd   3 843 6 120 - -
Rounding   6 - 1 -
As adjusted   91 299 202 735 75 549 132 133
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    Group Company

Figures in Rand thousand   2016 2015 2016 2015

Deferred income    
As previously reported   117 831 373 603 108 974 231 325
Adjustment   (7 014) - (7 014) -
As adjusted   110 817 373 603 101 960 231 325

Government grants    
As previously reported   216 203 - 164 749 -
Adjustment   7 014 - 7 014 -
Consolidation of Magwa Enterprise Tea (Pty) Ltd   12 464 - - -
As adjusted   235 681 - 171 763 -

Operating expenses    
As previously reported   444 223 - 394 119 -
Adjustment   9 797 - 10 459 -
Consolidation of Magwa Enterprise Tea (Pty) Ltd   14 620 - - -
As adjusted   468 640 - 404 578 -

Fair value adjustments    
As previously reported   190 398 - 175 434 -
Adjustment   (25 862) - (25 862) -
As adjusted   164 536 - 149 572 -

Depreciation as disclosed in note 20
As previously disclosed   3 181 - 2 071 -
Adjustment   3 445 - 3 445 -
Incorrect depreciation diclosed in note 20   (83) - - -
Consolidation of Magwa Enterprise Tea (Pty) Ltd   1 026 - - -
As adjusted   7 569 - 5 516 -
 
Accounting profit as disclosed in note 25      
As previously disclosed   129 058 - 98 103 -
Decrease in fair value adjustment   (25 862) - (25 862) -
Consolidation of Magwa Enterprise Tea (Pty) Ltd   369 - - -
Increase in operating expenses   (9 797) - (10 459) -
Increase in government grants   7 014 - 7 014 -
   100 782 - 68 796 -
 
Trade and other receivables      
As previously reported   23 951 54 443 - -
Reclassification to Operating lease asset   (650) (473) - -
Consolidation of Magwa Enterprise Tea (Pty) Ltd   1 910 1 910 - -
As adjusted   25 211 55 880 - -
 
Operating lease asset       
As previously reported   - - - -
Reclassification from Trade and other receivables   650 473 - -
As adjusted   650 473 - -

 Balance at Closing Charge to Reversal of Prior year Total
 beginning of year balance income  tax provision under 
Adjustment of Tax paid note   statement  provision

As previously reported at 31 March 2015 65 23 (824) 612 - (124)
Adjustment (96) (108) 824 (612) (8) -
As adjusted (31) (85) - - (8) (124)

    Group Company

Figures in Rand thousand   2016 2015 2016 2015

Inventory       
As previously reported   1 040 - - -
Consolidation of Magwa Enterprise Tea (Pty) Ltd   2 033 2 033 - - 
   3 073 2 033 - -
 
Cash and cash equivalents      
As previously reported   301 270 606 486 - -
Consolidation of Magwa Enterprise Tea (Pty) Ltd   4 219 - -
   301 274 606 705 - -
 
Revenue       
As previously reported   129 327 - - -
Consolidation of Magwa Enterprise Tea (Pty) Ltd   2 522 - - -
   131 849 - - -
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    Group Company

Figures in Rand thousand   2016 2015 2016 2015

Other income       
As previously reported   25 644 - - -
Consolidation of Magwa Enterprise Tea (Pty) Ltd   3 - - -
   25 647 - - - 
 
Non-controlling interest - Statement of Financial    
Position    
As previously reported   4 007 - - -
Adjustment   (9 673) - - -
   (5 666) - - -

Non-controlling interest - Statement of Comprehensive Income    
As previously reported   (6 952) - - -
Adjustment   6 860 - - -
   (92) - - -
Other Comprehensive Income    
Adjustment   3 137 - 3 137 -

39. Biological assets
  2016   2015
 Cost/ Accumulated Carrying Cost/ Accumulated Carrying
Group Valuation depreciation value Valuation depreciation value
  
Bearer (Broodstock) - - - 24 240 - 24 240
 
       
 
     2014
    Cost/ Accululated Carrying
Group    Valuation depreciation value
 
Bearer (Broodstock)    - - -
 
RECONCILIATION OF BIOLOGICAL ASSETS
    
    Opening Other changes, Total
Group 2016    balance movements 
  
Bearer (Broodstock)    24 240 (24 240) -
 

    Opening Other changes, Total
Group 2015    balance movements 
      
Farm fish    - 24 240 24 240

40. Intangible assets
  2016   2015
 Cost/ Accumulated Carrying Cost/ Accumulated Carrying
Group Valuation depreciation value Valuation depreciation value

Computer software, internally generated 464 (362) 102 501 (294) 207
Computer software, other 4 231 (3 756) 475 3 976 (3 865) 111
Intellectual Property - - - 5 100 - 5 100
Total 4 695 (4 118) 577 9 577 (4 159) 5 418

     2014
    Cost/ Accululated Carrying
Group    Valuation depreciation value
 
Computer software, internally generated    12 260 (8 970) 3 290
Computer software, other    3 737 (3 579) 158
Intellectual Property    - - -
Total    15 997 (12 549) 3 448

  2016   2015
 Cost/ Accumulated Carrying Cost/ Accumulated Carrying
Company Valuation depreciation value Valuation depreciation value

Computer software, other 4 231 (3 756) 475 3 758 (3 660) 98

     2014
    Cost/ Accululated Carrying
Company    Valuation depreciation value
 
Computer software, other    3 737 (3 579) 158
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RECONCILIATION OF TANTIBLE ASSETS - GROUP
    
  Opening Additions Other changes, Amortisation Total
Group 2016  balance  movements and impairment 
  
Computer software, internally generated  207 64 - (169) 102
Computer software, other  111 473 (13) (96) 475
Intellectual Property  5 100 - (5 100) - -
  5 418 537 (5 113) (265) 577

 Opening Additions Additions through Transfers Amortisation Total
 balance  business  and impairment
Group 2015   combinations 
  
Computer software, internally generated 3 290 88 - (2 982) (189) 207
Computer software, other 158 20 218 - (285) 111
Intellectual Property - - 5 100 - - 5 100
 3 448 108 5 318 (2 982) (474) 5 418

  Opening Additions Disposals Amortisation Total
Group 2014  balance     
  
Computer software, internally generated  2 427 3 132 (13) (2 256) 3 290
Computer software, other  77 148 - (67) 158
  2 504 3 280 (13) (2 323) 3 448

RECONCILIATION OF TANTIBLE ASSETS - COMPANY

   Opening Additions Amortisation Total
Company 2016   balance    
  
Computer software, other   98 473 (96) 475

Company 2015      
 
Computer software, other   158 21 (81) 98

Company 2014      
 
Computer software, other   77 148 (67) 158

PLEDGED AS SECURITY

Registers containing details of the intangible assets, including details of any encumbrances, are kept at the registered offices 
of the companies concerned.

41. Loans to (from) shareholders
  Group   Company

 2016 2015 2014 2016 2015 2014
  
W P Ryan - (25 921) - - - -
The loan is unsecured, bears no interest and is       
is repayable as agreed between the parties from       
time to time.       
G A Musson - (2 893) - - - -
The loan is unsecured, bears no interest and is       
repayable as agreed between the parties from       
time to time. - (28 814) - - - - 
 -
Non-current liabilities - (28 306) - - - -
Current liabilities - (508) - - - -
 - (28 814) - - - -

42. Inventories
  Group   Company

 2016 2015 2014 2016 2015 2014
  
Finished goods 2 033 2 033 2 033 - - -
Production supplies - 28 - - - -
Agricultural produce - 734 - - - -
Feed - 260 - - - -
Stationery - 18 - - - -
 2 033 2 033 2 033 - - -
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43.  Discontinued operations or disposal groups or non-current 
assets held for sale
OCEANWISE DISCONTINUED OPERATION

Oceanwise (Pty) Ltd has been under finanacial stress during the financial year with ECDC and IDC providing the necessary 
capital to continue operations in the 2015/16 financial year whilst an investor and grant funding was being sourced from 
government.

During 2015/16 the Board of Directors of ECDC resolved to wind up the company as there was no guarantee of funding from 
either government or the private sector. During March 2016 the MEC of DEDEAT approved the section 54 (2) request for the 
ECDC to commence the winding up process of Oceanwise (Pty) Ltd and disposal of the ECDC’s significant shareholding in the 
company.Presented below is the abridged Balance sheet and Profit and loss statements for the company.

STATEMENT OF FINANCIAL POSITION
    Group Company

   2016 2015 2016 2015

Property, plant and equipment   2 101 - - -
Biological assets   2 739 - - -
Inventory   510 - - -
Trade and other receivables   478 - - -
Cash and cash equivalents   271 - - -
Share capital   (10 000) - - -
Reserves   (17 409) - - -
Accumulated loss   103 709 - - -
Loans from shareholders: non-current   (27 018) - - -
Interest bearing borrowings   (44 688) - - -
Finance lease obligation: current   (4) - - -
Trade and other payables   (10 689) - - -
   - - - -

PROFIT AND LOSS
    Group Company

   2016 2015 2016 2015

Revenue    1 666 - - -
Other income    144 - - -
Finance costs   (2 778) - - -
Operating expenses    (33 299) - - -
Net loss before tax   (34 367) - - -
Net loss after tax   (34 267) - - -
Fair value adjustments   (8 952) - - -
Loss on biological assets and agricultural produce   (10 477) - - -
Net Loss   (53 696) - - -

NON-CURRENT ASSETS HELD FOR SALE

The Board of the Eastern Cape Development Corporation resolved to dispose of investment properties which do not yield the 
expected return. The non-current assets held for sale relate to sale agreements that have been signed with various parties.

 2016 2015 2014 2016 2015 2014

Investment property 8 985 4 245 14 095 8 985 4 245 14 095

RECONCILIATION OF MOVEMENT 
  Group   Company

 2016 2015 2014 2016 2015 2014
  
Opening balance 4 245 14 095 16 479 4 245 14 095 16 479
Disposals - (2 980) - - (2 980) -
 - (316) - - (316) -
Transfers (to) from Investment properties 4 740 (6 554) (2 384) 4 740 (6 554) (2 384)
 8 985 4 245 14 095 8 985 4 245 14 095
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44. Finance lease obligation 
  Group   Company

 2016 2015 2014 2016 2015 2014

Minimum lease payments due      
- within one year 601 629 14 573 574 -
- in second to fifth year inclusive 11 625 50 - 573 -
 612 1 254 64 573 1 147 -
less: future finance charges (71) (160) - (65) (131)  -
Present value of minimum lease payments 541 1 094 64 508 1 016 -
    
Present value of minimum lease payments due     
- within one year 530 553 14 508 508 -
- in second to fifth year inclusive 11 541 50 - 508 -
 541 1 094 64 508 1 016 -
 
Non-current liabilities 11 541 50 - 508 -
Current liabilities 530 553 14 508 508 -
 541 1 094 64 508 1 016 -
 

It is group policy to lease certain equipment under finance leases.

The lease term is 3years and the effective borrowing rate was 8% .

The group’s obligations under finance leases are secured by the lessor’s charge over the leased assets.
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BWA Business Women’s Association

DEDEAT Economic Development, Environmental Affairs and Tourism

dti Department of Trade and Industry

ECDC Eastern Cape Development Corporation

ECITI Eastern Cape Information Technology Initiative

ECRDA Eastern Cape Rural Development Agency

ERP Enterprise resource planning

GDP Gross domestic product

HOD Head of department

HR Human resources

ICT Information and communications technology

IDZ Industrial development zone

IFRIS  International Financial Reporting Standards 

ISIDP Integrated social infrastructure delivery programme

IT Information technology

PIDS Provincial Industrial Development Strategy

PGDP Provincial Growth and Development Plan

PMFA Public Finance Management Act

MEC Member of the Executive Council

NMBBC Nelson Mandela Bay Business Chamber

RDP Reconstruction and Development Programme

RED Rural enterprise development

SMME Small, medium and micro enterprise

TIA Technology Innovation Agency

UDDI Uitenhage Despatch Development Initiative

LIST OF ACRYONYMS







HEAD OFFICE
Ocean Terrace Park, Moore Street, Quigney, East London

PO Box 11197, Southernwood, 5213
Tel: +27 (0) 43 704 5600  |  Fax: +27 (0) 43 704 5700

KING WILLIAM’S TOWN
75 Alexander Road, PO Box 498, King William’s Town, 5600

Tel: +27 (0) 43 604 8800  |  Fax: +27 (0) 43 642 4199

BUTTERWORTH
24 High Street, PO Box 117, Butterworth, 4960

Tel: +27 (0) 47 401 2700  |  Fax: +27 (0) 47 491 0443

MTHATHA
7 Sisson Street,, Fort Gale, Private Bag X5028, Mthatha, 5099

Tel: +27 (0) 47 501 2200  |  Fax: +27 (0) 47 532 3548

QUEENSTOWN
22 Cathcart Road, Private Bag X7180, Queenstown, 5320

Tel: +27 (0) 45 838 1910  |  Fax: +27 (0) 45 838 2176

PORT ELIZABETH
152 Cape Road, Mill Park, PO Box 1331, Port Elizabeth, 6000

Tel: +27 (0) 41 373 8260  |  Fax: +27 (0) 41 374 4447

Satellite offices

MOUNT AYLIFF
SEDA Building, Nolangeni Street, Mount Ayliff, 4735
Tel: +27 (0) 39 254 0584  |  Fax: +27 (0) 39 254 0599

ALIWAL NORTH
98 Somerset Street, P O Box 198, Aliwal North, 9750

Tel: +27 (0) 51 633 3007

info@ecdc.co.za
www.ecdc.co.za


