
ECDC 2016/17 ANNUAL REPORT   PG//1

2016/17 ANNUAL REPORT



PG//2



ECDC 2016/17 ANNUAL REPORT   PG//3

01
03
05
07
09
11

02
04
06
08
10
12

About the 
ECDC

Chairperson’s 
Foreword

Operation 
Review

Enterprise Risk 
Management

Governance 
Report

Board of 
directors

Chief Executive Officer’s 
Report

Chief Finacial Officer’s 
Report

Human Resources 
Report

Performance Against 
Predetermined Objectives

Annual Financial 
Statements

PAGE 04

PAGE 04

PAGE 04

PAGE 04

PAGE 04

PAGE 04

PAGE 04

PAGE 04

PAGE 04

PAGE 04

PAGE 04

PAGE 04

Executive 
Management

Table Of 
Contents



PG//4

SECTION ONE
About the Eastern Cape Development Corporation

Lorem ipsum dolor sit amet, consectetur adipiscing elit. Nunc mi lorem, mattis et arcu sed, 
ultrices fermentum nisl. Maecenas non nunc dignissim, vestibulum neque vel, vestibulum 

lorem. Aliquam eu gravida metus.
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To be an innovative leader for promoting sustainable economic growth and development of the 
Eastern Cape.

Vision

To promote sustainable socio-economic 
development in the Eastern Cape through 
focused:

a)  Provision of innovative enterprise development 
 financial services
b) Leveraging of resources, strategic alliances, 
 investment and partnerships

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

Mission

Corporate Values 
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Legislative Mandate Strategic Goals and Objectives 

In support of its Corporate Plan and strategy, the ECDC has set 
itself the following strategic goals:
Goal 1: Stimulate economic activity.
Goal 2: Optimise all resources to maximise investment returns 
and attain sustainability.
These goals are underpinned by a strategic objectives and key 
performance indicators to ensure that the goals are achieved 
and ultimately the mandate. 

Strategic Goals

1.  Stimulate economic activity
 1.1 Optimise investment in priority sectors of the provincial 

economy in line with government imperatives

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

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 transversal service delivery support pillars 
supporting the above operational areas, which are:
• Support Services
• Economic Intelligence 

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 Government Development Pro-
grammes (PGDP), Eastern Cape Provincial Industrial Develop-
ment Strategy (PIDS), the policy statements and budget speech 
of the Member of the Executive Council (MEC) of Economic De-
velopment, 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, agri-
culture, transport and finance

PG//6
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ECDC BOARD
Board of Directors of the ECDC

Lorem ipsum dolor sit amet, consectetur adipiscing elit. Nunc mi lorem, mattis et arcu sed, 
ultrices fermentum nisl. Maecenas non nunc dignissim, vestibulum neque vel, vestibulum 

lorem. Aliquam eu gravida metus.
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Appointed October 2014
Sub-committees
Governance &
Nomination Committee,
Chairperson

Appointed October 2014
Sub-committees
• Human Resources &
 Remuneration
 Committee, Chairperson
• Audit, Risk &
 Compliance Committee
• Social & Ethics Committee

Appointed November 2012
Sub-committees
• Audit, Risk &
 Compliance Committee
• Funding & Investment
 Committee

Appointed October 2011
Sub-committees
• Funding & Investment
 Committee, Chairperson
• Governance &
 Nomination Committee

Appointed November 2012
Sub-committees
• Social & Ethics
 Committee, Chairperson
• Human Resources &
 Remuneration

Appointed October 2014
Sub-committees
•  Audit, Risk &
 Compliance Committee
• Human Resources &
 Remuneration Committee
• Governance &
 Nominations Committee

Chairperson of the Board Deputy Chairperson

Nhlanganiso Dladla Nandi Siwahla-Madiba

Bulelwa Nqadolo

Loyiso Jiya

Mzuvuki Maqetuka Advocate Mathobela Sishuba
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Appointed October 2014
Sub-committees
• Funding & Investment
 Committee
• Social & Ethic

Appointed October 2014
Sub-committees
• Funding & Investment
 Committee
• Human Resources &
 Remuneration Committee

Appointed August 2012
Qualifications
• B Acc, Honours
 (University of Transkei)
• Certificate in Theory
 of Accounting
• Higher Diploma in Auditing
• SAICA ITC (QE1)

Chief Financial Officer

Simphiwe Thobela Malusi Damane

Sandile Sentwa

Appointed January 2015
Qualifications
• B.Agric (University of
 Fort Hare)
• B.Agric Honours
 (University of Fort Hare)
• Master of Business
 Leadership (UNISA)

Chief Executive Officer (Ex-Officio)

Ndzondelelo Dlulane

Appointed October 2009
Sub-committees
•  Audit, Risk & Compliance, 

External Audit Member

Rowan Nicholls

Appointed October 2014
Sub-committees
• Audit, Risk &Compliance 

Committee, Chairperson
• Funding & Investment
 Committee
• Governance &
 Nominations Committee

Pamela Bosman
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SECTION TWO
Chairperson’s Foreword 

We are thankful of the government support we received throughout the year, especially 
from our political principal the MEC for Finance and Economic Development, the Honourable 
Sakhumzi Somyo, the Portfolio Committee on Economic Development under the leadership 

of the Honourable Tony Duba, and the shareholder department – DEDEAT – under the 
leadership of Mr Bongani Gxilishe.
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Towards this end, the development financier was concerned with 
the identification, planning and implementation of those high-impact 
projects which find resonance and alignment with the priorities set 
out in the National Development Plan as well as the Provincial De-
velopment Plan.  

The organisation is also equally cognisant that the long-term suc-
cess and efficacy of such interventions requires the mobilisation 
and strengthening of public and private institutional relationships 
and resources – material and otherwise – that can enable and aid 
a grander and sustainable development impact.  The development, 
maintenance and consolidation of such strategic and high-value 
partnerships are key to effectively delivering on our mandate, par-
ticularly in an environment characterised by increasing fiscal and 
budgetary constraints.

Some examples of institutional relationships under construction and 
consolidation would include – 
• Close collaboration with the provincial Department of Economic 

Development, Environmental Affairs and Tourism (DEDEAT), the 
national Department of Trade and Industry (dti) and other partners 
in the development of plans and other activities aimed at the re-
vitalisation of a number of industrial parks across the province. 
One noteworthy achievement to mention here is the Masterplan 
for the revitalisation and repurposing of the Dimbaza industrial 
park, whose development has involved a number of government 
departments and entities, innovation and research and develop-
ment institutions, local municipalities, community representative 
bodies, as well as prospective private sector investors 

• The closer collaboration being sought with the Eastern Cape Rural 
Development Agency (ECRDA) toward greater cohesion and im-
pact in advancing the province’s agro-industrial sector across its 
entire value-chain

• Engagements with knowledge and research institutions and a 
number of strategic institutional partners around intended ven-
tures in the ocean economy, a new sector that holds immense 
economic and job creation potential; 

• Exploratory activity in new industries that carry promise for new in-
novation and the consequential jobs and business opportunities.

The period under review provided ECDC with the platforms, channels and the line of sight nec-
essary to deepen and amplify its role as a high-performing development financier. In order to give 
effect to these aspirations, the ECDC has, among other actions, identified for planning and imple-
mentation catalytic projects in key sectors which should provide the impetus for revitalised and 
improved economic activity in the Eastern Cape.

Chairperson’s 
Foreword
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On another related front, the ECDC seeks to support and work 
closely with the newly-formed Black Business Forum (BBF) as a 
strategic partner that promises to coalesce the energy of a num-
ber of other formations advocating greater participation in the 
economy by black business.  The facilitation of the BBF in pro-
moting a unified voice for black business should among other 
things assist the development financier and the Eastern Cape to 
be more targeted in responding to the needs of, as well as more 
effective in stimulating the small business sector.

I am also pleased to report that the ECDC has made good prog-
ress in the implementation of the organisational strategy which 
was revisited in 2015/16. While the first year of the strategy was 
concerned with stabilisation of the organisation, the 2016/17 
financial year was premised on consolidation and expansion 
into long-term territory, inclusive of identifying significant game 
changers that may carry the provincial economy into the future. 
Over the reporting period, ECDC has also filled all vacant execu-
tive positions, which should bring about certainty in the strategy 
implementation process. These new appointments have brought 
an injection of new ideas and energy. Regional managers have all 
been appointed, which brings stability and enhances our visibility 
and accessibility at the regional level. The Board is also fully com-
mitted to the ongoing implementation of the Enterprise Resource 
Plan which is critical to robust operational efficiencies. This is 
clearly evidenced in the progress made in the review period.

In 2016/17, ECDC has also been pressed to practice greater fi-
nancial prudence and to work more cleverly within the resources 
at its disposal. I am pleased that in the period under review, the 
organisation disbursed R168 million to 268 SMMEs in the Eastern 
Cape. This disbursement figure indicates ECDCs commitment to 
stimulating small business economic activity and to facilitate job 
creation. Significant work has been done in other areas such as 
business support, market access, investment promotion, proper-
ty investments as well as in risk capital and in the mobilisation of 
third-party funding for improved service delivery.

While we hope government will continue to support ECDC pro-
grammes, the organisation reciprocally aims to also improve its 
efficiencies in the delivery of government objectives. The ongoing 
and systematic engagements with various stakeholders, aimed 

atmore impactful relationships across the province, should help 
us not only to better understand the terrain within which we op-
erate, but it should also better  inform resource allocation and re-
lated development support in line with stakeholder expectations.

Appreciation
We are thankful of the government support we received through-
out the year, especially from our political principal the MEC for 
Finance and Economic Development, the Honourable Sakhumzi 
Somyo, the Portfolio Committee on Economic Development un-
der the leadership of the Honourable Tony Duba, and the share-
holder department – DEDEAT – under the leadership of Mr Bon-
gani Gxilishe. The Board also extends its gratitude to the ECDC 
team under the stewardship of the chief executive Ndzondelelo 
Dlulane for its diligent efforts in the delivery of the ECDCs de-
manding mandate under a challenging operating environment.

Nhlanganiso Dladla
Chairperson of the Board
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ECDC EXECUTIVE
The Executive Management team of the ECDC

Chief Executive Officer

Ndzondelelo Dlulane
Executive manager:
Corporate Services

Nolufefe Ngqubekile
Executive manager:
Development Finance

Tandeka Rozani
Executive manager:
Legal Services

Mandla Mpikashe

PG//16
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Chief Financial Officer

Sandile Sentwa
Executive manager:
Office of the CEO

Nosipho Ngewu
Head: Innovation, Trade 
and Investment Promotion

Thabo Shenxane
Head: Properties

Pamela Mfingwana
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SECTION THREE
Chief Executive Officer’s Foreword

Lorem ipsum dolor sit amet, consectetur adipiscing elit. Nunc mi lorem, mattis et arcu sed, 
ultrices fermentum nisl. Maecenas non nunc dignissim, vestibulum neque vel, vestibulum 

lorem. Aliquam eu gravida metus.
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Thus, the slowing economy necessitated ECDC to change gear and 
to pursue high-value, high-impact long-term projects which should 
act as a catalyst for improved and revitalised economic activity. In 
this regard, ECDC played a central role in fast-tracking the revitalisa-
tion plans of industrial parks across the Eastern Cape which were 
once the drivers of regional economies as well as job creation. In 
this regard, ECDC finalised the Dimbaza Industrial Park Master Plan 
which received the nod from the provincial executive committee for 
implementation. A project of collaboration between various arms 
of the state, the Dimbaza Industrial Park should rekindle economic 
activity and job creation in the Buffalo City metro. The organisation 
was also central in the re-establishment and launch of the Queen-
stown Industrial Park and the Vulindlela Industrial Park in Mthatha 
in 2016/17. 

ECDC also put in the preparatory work in pursuing growth prospects 
in the ocean economy which promises immense economic returns 
for a coastal province such as the Eastern Cape. The results of these 
efforts should become more apparent in the following financial year.

Naturally, stagnant economic growth poses a challenge to the ECDC 
business given that at the core of its mandate is the provision of loan 
funding support to the small business sector in the Eastern Cape. 
This challenge is further compounded by the fact that by its very na-
ture as a development financier, ECDC has a higher risk appetite and 
it funds those small businesses which are inherently risk and would 

otherwise be turned away by commercial lenders. A stagnant econ-
omy also means ECDC could encounter loan repayment challenges 
due to the non-collateral nature of its target market perceived to be 
inherently risky in its nature with very low margins, and therefore 
prone to adverse economic conditions. 

The Eastern Cape Development Corporation (ECDC) began its mandate delivery function fully 
aware of the challenging economic environment that would characterise the 2016/17 financial 
year. National economic growth figures in 2015/16 had already been instructive of the challeng-
es that the country and its institutions would have to navigate in quest for improved economic 
growth as well as the challenges they would have to address to effectively respond to develop-
ment imperatives. The slow economic growth recorded in 2015/16 turned into economic stagna-
tion with growth at less than 1% in 2016/17. 

Chief Executive 
Officers Foreword

Ndzondelelo D
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Operational Environment
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As such, while ECDC prefers never to write-off debt since the 
loan and property portfolios are the source of current and future 
revenue, the organisation had to write-off R221 million worth of 
debt consisting of R138 911 million in rentals and R63,414 mil-
lion for loans. A further R18, 93 million was loans to the Group 
Company. This decision was taken after careful consideration 
of ECDC’s portfolios. The write-off was necessitated by the 
non-performance of some of the funded businesses mainly due 
to economic circumstances, irrecoverability of the facility and 
economic unviability to collect the debt.

The extrication of these amounts from the performing portfolios 
is done for various reasons but primarily for ECDC to maintain 
a good footing so that they don’t distract ECDC from more pro-
ductive activity. The write-off of debt does not mean the debt 
is forgotten or the debtor is absolved from responsibility since 
debtors are still pursued to collect what is due. With respect 
to loans, it is important to note that although these were writ-
ten-off, the loan made an impact in generating economic activ-

ity and job creation which is the primary role of a development 
finance institution. Debt-write off is always considered as a last 
resort having considered alternative recovery mechanisms and 
after having followed the due process in terms of legislation.    

In addition, government operates within a very demanding so-
cio-economic architecture which means it has less financial 
resources to extend to its entities for their varied mandate 
obligations. However, this challenging economic environment 
provides space for entities such as ECDC to come up with inno-
vative mechanisms in finding sustainable long-term solutions to 
the challenges facing the Eastern Cape economy. 

This necessitates ECDC to sharpen its due diligence apparatus 
such as the loan appraisal forcing the financier to be more as-
tute in its selection criteria. This is important because ECDC’s 
loan book is self-funding without any third party leverage, hence 
declining loan repayments limit ECDC’s ability to extend and ex-
pand its development impact to fund more businesses. 

ECDC’s corporate strategy which moved into the consolidation and development phase in 2016/17 provides the basis and guidance 
for these requisite inventive solutions to our developmental challenges. In the implementation of the ECDC strategy and the concom-
itant mandate, we seek alignment with the key economic sectors outlined in national and provincial policy instruments. The strategy 
development exercise therefore finds expression in national and provincial planning tools such as the National Development Plan as 
well as the Provincial Growth and Development Plan.

This consolidation phase involved the ramping up of the loan book which we are on track to achieve, as well as improving the condition 
of the property portfolio which we own. This also involved strengthening and improving policies around loan assessments as well as 
the reduction of operational losses. In ramping up the loan book, ECDC has placed an increasing focus on improving disbursements 
and repayments. However, the property environment remains a challenge because of slow economic growth which has resulted in 
people being unable to secure bonds to buy the properties which ECDC is selling in the residential standalone segment of the property 
portfolio.

R221m R138,9m R63,4m R18,9m
worth of debt 
written off

of rental debt
written off

in loan debt
written off

in group loans 
also written off

Operational Highlights
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Furthermore, the strengthening of organisational capacity to 
discharge the consolidation phase of the strategy is a work in 
progress with improvement already being made. For instance, 
ECDC placed focus on improving its procurement capacity giv-
en that it is conducting substantial procurement because of its 
implementation of the Integrated Social Infrastructure Delivery 
Programme (ISIDP).

The strengthening of organisational capacity also addresses is-
sues such as the turnaround times in loans, procurement and 
property processes. While we are still at the initial phase of the 
implementation of the Enterprise Resource Plan (ERP), ECDC 
has done a lot of work in improving current systems to enable 
their responsiveness to business requirements.

In response to these strategic imperatives, ECDC is therefore imple-
menting a loan book premised on the provision of long-term loans 
for annuity income in line with ECDC’s corporate strategy. While the 
organisation experienced its fair share of challenges in attracting 
long-term loans in 2016/17, it nonetheless recorded an improve-
ment in loan disbursements compared to 2015/16. Loan disburse-
ments in 2016/17 were R168 million to 250 enterprises compared 
to R92 million in the previous year. A significant portion of the loan 
disbursements, 68%, went to enterprises involved in infrastructure 
development projects. In 2016/17, loan repayments stood at R179, 
million which is an 86, 3% repayment rate. This is higher than the 
R136 million in repayments recorded in 2015/16.

ECDC is continuously exploring innovative means to help ramp up 
a loan book that is growing organically because of a lack of capi-
talisation due to the prevailing fiscal consolidation amongst other 
factors in the face of the adverse economic situation. This means 
ECDC is managing a loan book which is currently proportionally 
smaller than the property portfolio while inverse is desirable. 

ECDC’s rental income has stabilised compared to the previous fi-
nancial year largely because vacated properties were not tenant-
ed to allow the organisation to improve their condition in order to 
attract improved rental income in line with the strategy. Rental in-
come therefore stood at R63 million in 2016/17 compared to R69, 
5 million in 2015/16. The bulk of the rental income was generated 
from ECDC’s industrial property portfolio.

The consolidation and development phase of the strategy also intro-
duced alternative revenue generation for ECDC in the form of ISIDP 
in quest for attaining financial stability for the organisation. ECDC is 
actively monitoring the improvement in the implementation of so-
cial infrastructure in terms of alternative revenue generation. On the 
basis of the strategy, there is a marked improvement in the stabilisa-
tion of ECDC finances which is also attributable to cost containment 
measures in line with government’s fiscal consolidation.

Operational Performance

R63m

R168m

R92m

R179m

Rental revenue collected from the overall 
property  portfolio in 2016/17

loans disbursed to 250 enterprises in 2016/17

loans disbursed to 250 enterprises in 2015/16

in loan repayments for 2016/17 which is an 
86,3% repayment rate

Loans:

Property:



PG//22

I am also pleased with the work done by ISIDP in helping the 
Eastern Cape Department of Education to implement four 
schools worth R195 million in the former Transkei where the 
backlog is acute. By the end of the review period, three of the 
four schools had reached practical completion and they will be 
officially opened in 2017/18. The schools will benefit some 3,214 
learners with state-of-the-art learning facilities. In 2016/17, ISIDP 
was also tasked with assisting the Eastern Cape Department 
of Education with a Project Management Office with a view of 
stabilising its infrastructure department. 

As a result of this intervention, I am pleased that the depart-
ment spent its entire budget allocation without any funds be-
ing returned to Treasury. The department was capacitated with 
technical resources such as project managers and quantity sur-
veyors to assist them on the implementation and monitoring of 
their work. In addition, they received assistance with procure-
ment, audit and finance management among other services. 
ISIDP also proceeded with Phase 2 of the Makana Local Munic-
ipality water intervention programme which involves sanitation 
infrastructure improvements and to increase capacity for new 
developments. Phase 1, which cost R92 million resulting in the 
stabilisation of water supply has been completed. 

Furthermore, the government allocation to ECDC for 2016/17 
was R143, 5 million compared to R221 million in the previous 
financial year. This allocation is for SMME non-financial support 
activities and other government initiatives such as the Automo-
tive Industry Development Centre (AIDC) and the Eastern Cape 
Tooling Initiative of which the ECDC serves as a conduit.

The business support unit provided non-financial support to 370 
SMMEs in 2016/17 with a total investment of R20 million. This 
support includes business planning, feasibility studies, market 
research, due diligence, business valuations, marketing support 
such as collateral and exhibitions, mentorship, quality manage-
ment systems, intellectual property management as well as 
support to the creative industry.

ECDC attracted R631 million worth of investments into the East-
ern Cape in 2016/17. The organisation also spent R13 million on 
risk capital to leverage R76, 9 million in third-party funding to 
support the development of black industrialists.

In the process of developing and supporting black industrialists 
and ensuring the sustainability of small enterprises in partner-
ship with other entities, ECDC is facilitating the rolling out of 
incubation facilities aligned to specific identified priority sectors. 
As a result, ECDC supported and incubated more than 52 enter-
prises.  This is to improve the survival rate of the enterprises for 
long-term growth.

R143,5m

R631m

R13m

R20m

4 schools

3 schools

allocated for ECDC by government versus 
R221m the previous year

in investments attracted by the ECDC for the 
province in 2016/17

spent by ECDC on risk capital to leveage R76,9m in 
third-party funding to develop black industialists

in non-financial support for 370 SMMEs was
utilised by the Business Support Unit.
Some of the support includes:
business planning, feasibility studies, market 
research, due diligence, business valuations, 
and marketing support such as collateral and 
exhibitions.

to the tune of R195m
implemented by ISIDP
for the EC Department 
of Education in the 
former Transkei

had reached practical completion and will open 
in 2017/18 to the benefit of some 3,214 learners

ISIDP:

Budget:

Eastern Cape:
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The combination of slow economic growth and a volatile local 
currency triggered more support for export-oriented enterprises. 
As a result, 93 enterprises received integrated export support in 
2016/17. Furthermore, 588 entrepreneurs received critical skills 
training on sector development strategic initiatives in preparing 
them for the rigours of the export market.

Co-operatives have been identified as a vehicle for the economic 
development of the rural sector in quest for an inclusive socio-eco-

nomic growth and development. As a result, R8, 5 million was dis-
bursed to 16 co-operatives in 2016/17 as seed capital funding.

ECDC intervened through the Jobs Stimulus Fund to avert the po-
tential closure of certain enterprises which were negatively affect-
ed by the prevailing adverse economic environment. In this regard, 
R10, 2 million was disbursed to eight companies which resulted in 
939 jobs being saved in 2016/17. All these interventions resulted in 
the facilitation of 4,325 jobs in the 2016/17 financial year.

93 588 R10,2m 4,325
enterprises received 
integrated export support
in 2016/17

entrepreneurs received 
critical skills training on 
sector development

disbursed to 8 companies 
saving 939 jobs

facilitated jobs in the 
2016/17 financial year
due to ECDC interventions

In terms of ECDC’s future outlook, the development financier will continue with the revitalisation of industrial parks which play a vital 
role in the provincial economy. This will help to improve their condition and outlook for investment attraction into the province. For 
ECDC to intensify the roll-out of the industrial parks, it will improve the disposal of non-core properties to unleash the proceeds for the 
development imperatives in view of capitalisation challenges. More focus will be placed on further improving the financial health of the 
organisation towards sustainability. The process of cautiously ramping up the loan book and intensifying alternative revenue genera-
tion through the Special Projects Unit (ISIDP) will continue as we galvanise the consolidation and development phase of our strategy.  

Acknowledgements

Finally, I acknowledge the wise counsel and encouragement of the Board of Directors under the leadership of the chairman Nhlanganiso 
Dladla. Their counsel and guidance has ensured that ECDC is geared for long-term and sustainable growth. I would like to thank the executive 
management team as well as ECDC staff for their continuing support and resolve to discharge ECDC’s broad and rewarding mandate.

Ndzondelelo Dlulane
Chief Executive Officer

Outlook
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SECTION FOUR
Chief Finacial Officer’s Report

Lorem ipsum dolor sit amet, consectetur adipiscing elit. Nunc mi lorem, mattis et arcu sed, 
ultrices fermentum nisl. Maecenas non nunc dignissim, vestibulum neque vel, vestibulum 
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As such, part of the corporate finance unit’s goals in the period 
under review was the improvement of organisational processes 
and systems. The objective was to develop a business case for 
an Enterprise Resource Plan (ERP) for integrated reporting for 
improved efficiencies. I am pleased to report that a business 
case has been finalised, solution acquired and we are now at 
implementation s stage. The objectives of this system is to im-
prove 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 effi-
ciencies 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 and it indi-
cates ECDCs efforts toward assuming the posture of a respon-
sive and customer-centric development financier. 

The unit also placed great emphasis on improving governance 
to ensure that the prior year unqualified opinion is maintained 
as well as compliance with regulations and legal prescripts gov-
erning the use of public assets.  The preservation of an unquali-
fied opinion is earmarked as the base for obtaining a clean audit 
in the future. The unqualified opinion has been attained in the 
current year.

The 2016/17 financial year was stable year for 
the ECDC financial division where the division 
consolidated its support function in the organi-
sation after fully capacitating the supply chain 
function in the 2015/16 financial year in support 
of infrastructure projects.  The division contin-
ues to provide a consistently high level of finan-
cial and operational support service to various 
other business units in the delivery of the core 
business with the aim of achieving the devel-
opment goals of the organisation. Furthermore, 
the office of the chief financial officer continues 
to focus on ensuring that a delicate balance be-
tween financial sustainability and the develop-
mental mandate is achieved. 

Chief Finacial
Officer’s Report

Sandile Sentw

a, 
CFO

Corporate Sustainability 
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The ECDC balance sheet remains strong in that its total group 
assets exceed total group liabilities by R1.3billion (Company: 
R1.2 billion). The driver for this positive book value is mainly an 
increase in the value of investment properties. Currently, the 
ECDC balance sheet is not reflective of its developmental goals 
in that the loan book value compared to investment properties 
value is disproportionate taking into account ECDCs DFI role.

The current fiscal climate also makes it challenging for ECDC as 
a provincial government business enterprise to get the neces-
sary approvals for raising funding against the property portfolio; 
this hinders the DFI’s ability to accelerate the implementation 
of its developmental mandate. For example, the balance sheet 
reflects investment properties valued at R1 billion compared to 
only R80 million for loans and zero debt financing.

Loans and investments should ideally make up bigger proportion of the balance sheet. Generally, DFIs need to have a combination 
of an investment earning book and loans. This has necessitated the ECDC Board to take a decision to dispose a certain portfolio 
within the corporation’s investment properties in order to improve cash availability for the developmental mandate. The disposal 
process is on-going.

The cost of packaging development loans is incurred by ECDC without shareholder funding or capitalisation. ECDC therefore 
generates its own funds for disbursement to SMMEs through loan repayments. The cost of packaging loans remains high further 
compromising ECDCs cash position. Discussions are underway and ongoing with the shareholder for adequate capitalisation of 
ECDC to deal with the huge costs of packaging loans. 

Balance Sheet

Balance sheet items for the last 5 years

Investment Property

Property, Plant & Equipment

Investments & Loans in Subsidiaries & Associates

Investments

Loans/Advances

Trade & Other Receivables

Cash & Cash Equivalents

R675m

R26m

R44m

R33m

R135m

R16m

R229m

R744m

R25m

R43m

R32m

R139m

R20m

R470m

R879m

R25m

R45m

R32m

R102m

R20m

R279m

R1,041b

R24m

R48m

R32m

R83m

R34m

R247m

R1,135b

R26m

R50m

R25m

R80m

R34m

R148m

2017 2016 2015 2014 2013

2013 2014 2015 2016 2017



ECDC 2016/17 ANNUAL REPORT   PG//27

500

400

300

200

100

0

The corporation’s bottom line has decreased by R31million from 
R86 million in 2016 to R55 million during the review period. This 
decrease in profit is driven primarily by a lower gain in the value 
of investment properties of R109 million relative to the previous 
financial year gain of R177 million.

As of March 31, 2017, the total cash flow position of ECDC was 
R155 million. The liquidity position is also being affected by 
the continuous increase in the rental debtors’ book driven by 
non-payment of rentals by residential tenants. As of March 31, 
the unpaid rental book stood at R284 million for the entire port-
folio and 98% of the balance is impaired.

Financial Performance 5 Year Sources of Income

5 Year Sources of Income

Revaluation

Investment Income: Bank  & Other

Other Income

Government Grants

Interest on Rentals

Interest on loans

Rental Income

R65,38m

R8,70m

R13,14m

R146,99m

R14,62m

R21,16m

R59,98m

R75,07m

R9,50m

R7,17m

R202,72m

R15,31m

R22,19m

R65,76m

R149,57m

R10,95m

R26,67m

R171,76m

R20,48m

R22,46m

R71,56m

R171,77m

R10,89m

R28,59m

R15,34m

R22,49m

R22,99m

R75,18m

R108,55m

R11,24m

R60,01m

R133,08m

R27,08m

R18,25m

R74,25m

2013 2014 2015 2016 2017

98%

R155m

R31m

R109m

of the balance is impaired for the entire portfolio

was ECDC’s total cash flow position as of 31 March 2015

decrease in the corporations bottom line

of investment properties had a lower value gain

Income
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Total income excluding fair value gains and investment revenue 
has increased by R13 million (4%) from R300 million in the pre-
vious year to R313 million in the period under review. The most 
noticeable variances in the sources of income is the 11% de-
crease in government subsidy coupled with the 21% decrease 
in interest earned on loans which was mitigated by the 121/5 
growth in other income. The increase in other income is due to 
infrastructure project management fees of R31 million from R25 
million in 2016 to R57 million.

The turnover on average investment property has declined from the 
9.3% in 2012 to 6.8% in 2017; this is mainly due to the growth in the 
value of Investment Property coupled with a sluggish growth in lease 
rental renewals and escalations. The current year was also character-
ised by a 1% decline in rental income caused by a number of strategic 
decisions on leasing of both residential properties and a few commer-
cial properties which were identified for refurbishment. The ECDC is 
faced with a challenge of improving the efficiency of the investment 
properties portfolio in order to reverse the declining trend of this ratio.

R13m (4%) 2.5%

5%

R50m

increase in Total income excluding fair value gains and 
investment revenue 

decline in turnover on average investment property in 
2017 (6.8%) from 9.3% in 2012

decline in operational expenditure compared to 2016

in rates and taxes, water and electricity and building and 
security services being majaority of costs

6.8%
Efficiency

7.8%
Efficiency

8.9%
Efficiency

9.5%
Efficiency

9.5%
Efficiency

9.3%
Efficiency

Percentage Turnover on Average Investment Property 

2013 20132014201520162017

Although operational expenditure is down by 5% compared to 
the previous financial year the effort to reduce operating expen-
diture is ongoing. 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 in the process 
of being implemented to manage, reduce and recover property 
operating costs from tenants.

Expenditure
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All ECDC subsidiaries and associates balance sheets reflect 
a going concern position. Oceanwise (Pty) Ltd was liquidated 
during the current financial year and a dormant subsidiary, East-
ern Cape Marketing Authority (ECMA) was de-registered.

Only three of the 7 subsidiaries the Provincial Treasury instruct-
ed the ECDC to deregister have not yet been deregistered. The 
three subsidiaries 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 both are in the process of 
their properties being transferred to ECDC before deregistration 
is lodged.

The ECDC obtained shareholder approval in terms of section 54 
of the PFMA and transfer documents for the transfer of Magwa 
Tea Enterprise to DRDAR. The transfer documents were submit-
ted at the Office of Head of Department, DRDAR and are await-
ing the HOD: DRDAR to sign off the transfer documents in order 
to effect the transfer as at 01 April 2017. 

Subsidiaries and Associates

ECDC 2016/17 ANNUAL REPORT   PG//21

Sandile Sentwa
Chief Financial Officer
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SECTION FIVE
Operations Review

Lorem ipsum dolor sit amet, consectetur adipiscing elit. Nunc mi lorem, mattis et arcu sed, 
ultrices fermentum nisl. Maecenas non nunc dignissim, vestibulum neque vel, vestibulum 

lorem. Aliquam eu gravida metus.
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ECDC is involved in a continuous and spirit-
ed pursuit of consolidating and entrenching its 
empowering development finance role. True to 
its mandate and its high-performing develop-
ment finance institution aspirations, ECDC ex-
tends financial and non-financial instruments to 
deserving Eastern Cape entrepreneurs in order 
to facilitate inclusive socio-economic develop-
ment and growth. 

These financial and non-financial instruments extended to the 
SMME sector are pivotal to the development of thriving and sus-
tainable provincial and regional economies.

In this regard, ECDCs financial support operational model is 
composed of pre and post funding processes, debt recoveries 
which are responsible for credit control as well as risk analysis. 

This is continuous support which verifies and validates the risk 
levels of SMMEs that seek funding support. This is important 
because while ECDC is a development financier with a higher 
risk appetite than commercial lenders, it still needs to mitigate 
against risk for its own viability. This model is designed to be 
responsive to a changing macro and micro economic environ-
ment which has a direct impact in the performance and sustain-
ability of the small business sector.

As such, during the period under review ECDC continued to use 
its loan finance debt instruments to stimulate the SMME sector 
in the Eastern Cape. While it operates within a limited budget for 
loan disbursements, ECDC ensures that its impact reaches the 
businesses that could benefit the most from its support mecha-
nisms. It is also worth noting that ECDC depends on loan collec-
tions to boost its funding abilities. In essence, when SMMEs do 
not honour their loan repayment obligations to ECDC, it severely 
limits the organisation’s ability to reach a larger number of de-
serving entrepreneurs.

Development Finance 
and Business Support
Development Finance

In 2016/17 ECDC disbursed R168 million to 263 SMMEs exceeding the projected target of R110 million to 205 businesses earmarked 
for support. A total of 118 youth-owned businesses benefitted from loan disbursements. As a strategy, ECDC prioritises for funding 
key sectors identified at the provincial level as outlined in the Provincial Growth and Development Plan (PGDP.) These sectors in-
clude construction, mining, manufacturing, agro-processing, renewable energy as well as the ocean economy. 

Loan Disbursements

R168m to 362 SMMEs 118 youth owned
disbursed by ECDC in 2016/17 businesses benefitted from loan disbursements
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As a result, loan disbursements were dominated by businesses 
in construction because of the significant infrastructural back-
logs in the Eastern Cape. Largely, these businesses were those 
awarded government built infrastructure projects for implemen-
tation. An amount of R115 million was disbursed to businesses 
in the construction sector which is an indication of ECDCs re-
sponsiveness and relevance to provincial priorities and realities.

For example, ECDC granted a R4,3 million guarantee to Zibele 
Construction which was awarded a maintenance and additions 
contract for Plangeni Junior Secondary School in Mbizana. The 
contract is comprised of the demolition of the existing building, 
alterations and upgrading of existing buildings and construction 
of 21 new classrooms, an administration block and ablution 
facilities as well as road works, landscaping, security fencing, 
septic tank and water reticulation among other things. Owned 
by Manelisi Gibson, Zibele Construction has created 28 jobs 
through the project. The company has a Grade 7 Construction 
Industry Development Board grading.

ECDC also disbursed R2,4 million to Rhweba Idutywa for a Deb-
onairs Pizza franchise in a Shoprite Shopping Complex in the 
small town. The shopping complex is the biggest in Idutywa 
measuring 10,000m² and it is situated on N2 which is the main 
road of Idutywa. The director of the company is Sicelo Victor 
Mntonga. The business has already created 11 jobs.

In addition, the financier disbursed R941 000 to Lebenyane Trad-
ing a 100% women-owned engineering firm. The business is 
owned by Kagiso Mchunu and it provides metal and process pipe 
fabrication (structural steel, steam plants and piping, water and 

petroleum products piping fabrication and installation), supply, 
installation and maintenance of air-conditioning, refrigeration and 
ventilation equipment as well as borehole drilling, water purifica-
tion, building and maintenance of pump stations. The loan was 
used for working capital, equipment, tools and raw materials. The 
company currently employs 11 full-time employees and it is cre-
ating numerous part-time jobs due to the nature of their business.

This was followed by businesses in the services sector which 
accounted for R27 million of the loan disbursements. Although 
services is not identified as a priority sector, the disbursement 
amount was largely driven by demand from businesses who 
had secured government related supply and delivery contracts.
The general sector loan distribution was R7,5 million to retail, 
R4,4 million to mining, R3,6 million to aquaculture and other 
smaller sectors accounted for the remainder of R1,8 million in 
loan disbursements. However, there is a need to boost support 
to businesses involved in manufacturing as it relates to the de-
velopment of Black industrialists.

In 2016/17, ECDC disbursed R2,5 million to Grahamstown-based 
Legends Cash Store for the purchase of stock and equipment. 
The business is 100% black-owned and managed by Ian Doyle. 
The business specialises in wholesale to the retail and general 
public. Currently the business employs 19 full-time staff from 
the local community.

R115m disbursed R941 000 to Lebenyane
to businesses in the construction sector a women-owned engineering firm with 11 full-time employees

R4,3m guarantee

R2,4m disbursed R2,5m disbursed

granted by ECDC to Zibele Construction

to Rhweba Idutywa for a Debonairs Pizza franchise to 100% black-owned Legends Cash Store (Grahamstown)

28 jobs created through the maintenance and additions contract 
for Plangeni Junior Secondary School in Mbizana

R7,5m to retail, R4,4m to mining, R3,6m to aquaculture and 
other smaller sectors accounted for the remainder of R1,8m

The business has created 11 jobs from the project The business has 19 full-time employees

R27m disbursed
to businesses in the services sector

11 19

28

11
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Loan Disbursments 
per Sector

Construction: 114 881 526 (68%)

Nexus: 33 094 606 (20%)

OR Tambo (79 973 773 - 47%)

Services (S&D): 27 209 130 (16%)

Workflow: 113 376 463 (67%)

Sarah Bartman (7 953 265 - 5%)

Services: 1114 881 526 (5%)

PowerPlus: 1 957 423 (1%)

Alfred Nzo (16 921 832 - 10%)

Retail: 7 532 876 (5%)

TermCap: 19 791 664 (12%)

Amathole (21 374 532 - 13%)

Mining: 4 400 000 (3%)

Buffalo City Metro (24 882 443 - 15%)

Aquaculture: 3 600 000 (68%)

Chris Hani (8 468 797 - 5%)

Other: 1 832 369 (68%)

Joe Gqabi (2 281 612 - 1%)

Nelson mandela Bay Metro (6 531 650 - 4%)

As a priority and for sustainability purposes, ECDC continues to 
target long-term loans for high revenue injections and annuity. 
The strategy is to continue on this path mindful of the fact that 
its fruits will only be realised in the medium to long-term.

Short-term loans are good for liquidity purposes but their mar-
gins are low. The plan in future is to ring-fence long-term loan 
funding depending on the availability of funds and extend this 
plan to include fund management capabilities once resources 
are secured. In addition, ECDC is on a drive to reduce impair-
ments and delinquency on loans as this reduces funds available 
for further disbursement. 

The development financier is also committed to ensuring that 
its loan instruments reach all corners of the province particu-
larly the underserved and largely rural areas. These areas have 
significant service delivery challenges and ECDC places a pri-
ority on supporting enterprises in these areas in order to bring 
about the required material change in the living conditions of 
its residents.

As a result, the largely rural OR Tambo District Municipality re-
ceived 47% of loan disbursements because of the high construc-
tion-related loan approvals. The Buffalo City Municipality received 
15%, Amathole 135, Alfred Nzo 105, Sarah Baartman 5%, Nelson 
Mandela Bay 4% and 1% went to the Joe Gqabi district.

Loan Disbursments per District

Loan 
Disbursments 
per Product
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Co-operatives have been identified as a vehicle for the economic 
development of the rural sector in the quest for socio-inclusive 
economic growth and development. As a result, R8 million was 
approved for disbursement to 16 co-operatives in 2016/17 of 
which R5,4 million was disbursed in the period under review.
An additional R3,2 million was disbursed to 20 co-operatives 
against remaining commitments from 2015/16.

Jobs Stimulus Fund
Due to slow economic growth, a number of enterprises struggle 
to stay afloat. ECDC intervenes through the Jobs Stimulus Fund 
to avert the potential closure of these businesses. In this regard, 
R10,2 million was disbursed to eight companies in the period 
under review which resulted in 939 jobs being saved. These 
companies are largely involved in manufacturing activities.

These development finance debt instruments have facilitated 
the creating and saving of 2,235 jobs.

Imvaba Co-Operative Fund

OR Tambo (12%)

Alfred Nzo (25%)

Amathole (19%)

Buffalo City Metro (19%)

Chris Hani (25%)

Co-operatives supported with funding

R10,2m disbursed

2,235 jobs

to eight companies in the period under review 
which resulted in 939 jobs being saved

created and saved via development finance 
debt instruments

Job Stimulus

2K

8
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In line with its new focus, the business support function rolled 
out a plethora of structured long-term programmes. These in-
cluded programmes on quality management systems which 
is aimed at focusing enterprises on continuous improvement in 
their operations.  This quality management systems support tar-
gets the certification of products and organisational systems. 

For example, one of the participating enterprises which received 
certification is Port Elizabeth-based Mend-A-Bath which does 
coating of bathroom sets and refurbishment of old bath tubs. 

ECDC also entered into a partnership with the International La-
bour Organisation in rolling out  Sustainable Competitive and 
Responsible Enterprise (SCORE) programme. ECDC is rolling out 
this global programme in the Eastern Cape in partnership with 
the ILO. It focuses on tourism enterprises and it involves train-
ing on five modules as well as mentorship and coaching. These 
modules are workplace co-operation, service quality, efficient 
resource management, workforce management as well as Oc-
cupational Health and Safety. A total of more than 20 enterpris-
es which include Eastern Cape Tourism and Parks Agency game 
reserves benefitted from the initiative. The programme also in-
cluded the training of trainers. These trainers were drawn from 
ECDC and outside the organisation such as private businesses 
development service providers for the its continued roll-out.

Participating enterprises were from East London, Queenstown 
and Port Elizabeth. The programme is targeted to reach new 
areas such as Mthatha, the Wild Coast, Tsitsikamma and the Ka-
roo in the new financial year. For example, one of the participat-
ing enterprises is Victoria Manor Guesthouse in Queenstown. 
The Bed and breakfast establishment is a long-time ECDC cli-
ent. Another participant is East London’s Park Place guesthouse 
which was also funded by ECDC.

Furthermore, ECDC extended its support to a women enterprise 
development programme which resulted in:

20 women-owned

11 enterprises

enterprises benefitting from training, mentorship and 
coaching over a nine-month period.

were supported on certification. These enterprises were 
from Port Elizabeth, East London and Mthatha. 

The consistent provision of non-financial support services is vi-
tal pillar in the development of a globally-competitive and viable 
small businesses sector. Non-financial support interventions are 
important in South Africa where small business survival rates 
are as low as 20%. As such, development institutions such as 
ECDC play a pivotal role in unleashing the inherent potential of 
small business by providing the necessary support mechanisms 
that allow them to focus on growth and sustainability.

ECDC conducts its business aware that its growing non-finan-
cial support interventions are by design. They are informed by 
the acknowledgement that a vibrant and robust SMME secto 
forms the bedrock of sustainable economies and sustained 
economic growth prospects. Non-financial support also acts as 
a complementary service to financial support by assisting SM-
MEs to effectively utilise business funds appropriately and in 
line with business requirements.

In essence, for ECDC interventions to prove effective, business 
support interventions need to be structured and targeted in or-
der to respond to the unique needs of each enterprise. The ul-
timate objective is to harness the competitiveness of domestic 
enterprise as well as to ensure their market readiness to partic-
ipate in a competitive global business environment. 

Structured Integrated 
Business Support

While the organisation is by no means dropping walk-in cus-
tomers, in 2016/17 the intention was to shift ECDCs focus to 
building and initiating structured long-term support initiatives. 
These focused interventions should have the effect of ensur-
ing the long-term viability of enterprises rather than once-off 
interventions by allowing enterprises to form part of a long-term 
business support programme. 

As such, in 2016/17, ECDC supported 360 SMMEs with integrat-
ed businesses support interventions with a total investment of 
R20 million. These interventions included business planning, 
feasibility studies, market research, due diligence, business val-
uations, marketing support, mentorship, quality management 
systems, intellectual property management as well as support 
to the creative industries and incubation programme.

Business Support
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The programme was implemented in partnership with the Uiten-
hage-Despatch Development Initiative (UDDI). It covers areas such 
as strategy development, financial management, marketing man-
agement and business legal compliance. One of the participating 
enterprises is Zozinette, a 100% women-owned enterprise in Port 
Elizabeth. The company produces a locally-made range of custom 
designed baby carriers including stretch wraps, woven wraps, ring 
slings and buckle carriers. 

The company currently employs eight black women. It received 
support in the form of market access, strategy formulation, 
mentorship as well as a financial masterclass. Another benefi-
ciary is Lumia, a 100% black women-owned business in Kwa-
Nobuhle in Uitenhage. The company specialises in DSTV and 
Openview HD installations, upgrades and support services. Lu-
mia is an accredited service provider for both DSTV and Toptv. 
The company employs five people from KwaNobuhle. It received 
financial management and software support, financial manage-
ment, strategy formulation support as well as mentorship.

The organisation also rolled out the third phase 
of an enterprise development programme with 
the Nelson Mandela Bay Chamber of Business. 
The programme supported 20 enterprises from 
the Nelson Mandela Bay region. 

It is a multi-faceted initiative combining mentorship and skills 
training to develop small businesses. Its key outcomes are to 
enable participants to understand the elements of market-read-
iness and creating sustainable jobs. The training was provided 
by the Nelson Mandela Metropolitan University (NMMU) Busi-
ness School. 

The training included management skills, handling workplace 
labour relations and creative selling skills. The participants of 
the programme were given free membership of the chamber 
for a year. This membership will benefit these enterprises with 
networking opportunities within big chamber businesses and 
therefore improve market access opportunities.

Business Support Interventions

100% women-owned

100% black

Employees

Employees

Support

Support

enterprise in Port Elizabeth called Zozinette 
produces a locally-made range of custom 
designed baby carriers amongst other things

women-owned business in KwaNobuhle in 
Uitenhage specialising in DSTV and Openview HD 
installations, upgrades and support services

The company has 8 black women under its employ

The company currently has five people employed

received was in the form of market access, 
strategy formulation, mentorship as well as a 
financial masterclass

It received financial management and software 
support, financial management, strategy formulation 
support as well as mentorship

Zozinette

Lumia

8

5
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The organisation also partnered with the Joe Gqabi Development 
Agency to roll-out an enterprise development programme. The 
programme included the hosting of an SMME Indaba in Aliwal 
North, business plan competition as well as training and men-
torship. The programme saw 26 enterprises drawn from the Joe 
Gqabi area benefitting from skills development and mentorship 
provided by the Stellenbosch University Business School. Par-
ticipating enterprises were drawn from different sectors which 
include agriculture, services, media and communication.

ECDC has also been rolling out an entrepreneurial workshop 
series in partnership with the Business Women’s Association 

(BWA) targeting members and non-members. These workshops 
were on effective decision-making, confident public speaking, 
online client engagement, business compliance and emotional 
intelligence. More than 91 enterprises benefitted from the pro-
gramme in the Buffalo City region.

There was continued support for the enterprises incubated at 
the Eastern Cape Information Technology Initiative (ECITI). ECITI 
incubated 42 enterprises in 2016/17, the majority of whom are 
virtual. In the review period, ECITI expanded by opening a sat-
ellite office in Mthatha. It also has offices in Queenstown and 
East London.

ECDC also extended its support to the Buffalo City Automotive After Market Incubator. A total of 52 enterprises were incubated for 
the period under review with ……jobs created and the total income generated by incubated enterprise was…..

In the third quarter of 2016/17, ECDC established the Eastern Cape Craft Collection shop in partnership with the national Depart-
ment of Small Business Development. The purpose of the shop is to establish a space where Eastern Cape craft products are on 
display for market access purposes. More than 80 enterprises have their products displayed at the shop. Income generated by the 
shop by the end of the financial year was ???.

ECDC also participated in Decorex Cape Town and Johannesburg, the National Arts Festival, Rand Easter Show, Berlin November, 
Wild Coast Jikeleza among others. The organisation provided exhibition space, transportation of goods as well as branding and 
marketing support. These platforms are crucial for exposure and access to markets.

26 Joe Gqabi enterprises

More than 80 enterprises

91 BCM enterprises

Rxxx?

benefitting from skills development and mentorship 
provided by the Stellenbosch University Business School

have their products displayed at the Eastern Cape 
Craft Collection shop

benefitted from entrepreneurial workshop series in 
partnership with the Business Women’s Association (BWA)

is the income generated by the shop at 
financial year end (2016/17)
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This support mainly takes the form of facilitation, feasibility stud-
ies, and development of prototypes and testing, funding of regu-
latory compliance costs such as Environmental Impact Assess-
ments, water licenses, and compliance with site development 
as well as rezoning among others. These costs come through 
the development stage of ideas and concepts and not normally 

funded through debt instruments. As ECDCs investment hatch-
ery, the risk capital facility also funds trials and pilots as part 
of the testing process. In greenfields projects, assumptions are 
answered in the pilot stage. Furthermore, entrepreneurs are as-
sisted with the certification of products through the South Afri-
can Bureau of Standards as well as other certification agents.

At the beginning of 2016/17, the risk capital function set itself an overarching objective to consol-
idate and finalise the risk capital projects it initiated in 2015/16 and to take them to commercialisa-
tion. Risk capital is designed to support mainly greenfields projects from ideas and concept stage to 
bankable commercial investments. This provision of risk capital is vital to the effectiveness of the 
ECDC SMME service value chain because not all good ideas are ready for commercial funding. 
This facility assists entrepreneurs with the development of their ideas up to a stage where they are 
able to meet the often stringent requirements of financiers.

Risk Capital
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In addition, infrastructure development has been identified as a 
catalyst to economic growth and risk capital identified an oppor-
tunity in supporting various quarry mines across the province 
that are being developed and owned by black entrepreneurs. 
Another objective was to expand ECDCs support of technology 
innovation through its partnership with the Technology Innova-
tion Agency (TIA). 

Project Implementation
For example, in 2016/17, the risk capital facility established a 
R997 000 pilot project in Dutywa in the Mbhashe Local Munici-
pality to test the commercial production of sorghum for bever-
age production. Owned by Nondobo Co-operative which has 5 
members, the project needs to prove it can produce sorghum 
at a commercial scale in order to meet the demands of its off-
take agreement with United Breweries of processing for bever-
ages at a commercial scale. The pilot is expected to last for 18 
months.

In 2016/17, the co-operative planted 200ha with harvesting 
expected in the new financial year. The project is looking to 
achieve yield estimates of 4 tons a hectare at harvest under dry 
land cultivation. At the completion of the harvest, ECDC intends 
to convert its contribution to equity and it will be escalated to 
the development finance unit for loan and equity funding. The 
co-operative employs 57 seasonal workers.

ECDC also extended its support to Siyakha Co-operative which 
owns Siyakha Quarries with a geotechnical survey and the de-
velopment of a business plan. The quarry based in Mount Coke 
produces quarry aggregate for road construction. In 2016/17, 
the studies were completed at a cost of R633 543 with oper-
ations expected to begin in 2017/18. The mine is five hectares 
in size and Siyakha has a further 500 hectares available to it 
that has aggregate underneath through a lease agreement with 
a community trust. The geotechnical survey indicated that the 
mine has an average lifespan of 25 years. The co-operative em-
ploys 40 temporary workers.

R6m spent
As a result, the organisation spent a total of R6 million in
 the execution of risk capital projects in 2016/17 while attracting 
R76,9 million in third-party funding for the implementation of 
such initiatives.

200ha

Yield estimates

Workers

R997 000

R633 543

Nondobo

18 months

was planted by the co-op with harvest 
expected in the new financial year

of 4 tons a hectare at harvest under dry land 
cultivation are expected

The co-operative employs 57 seasonal workers

for a pilot project established in Dutywa in 
2016/17 to test the commercial production of 
sorghum for beverage production

was the cost to complete the studies done in 
2016/17

has 5 members

is the expected duration of the project

Nondobo Co-operative

Siyakha Co-operative

5

18

4t

57

Siyakha Co-operative which owns 
Siyakha Quarries was supported with 
a geotechnical survey and the 
development of a business plan
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Furthermore, ECDC also completed a suc-
cessful 50ha pilot of canola production in 
Alexandria. The project is owned by Anathi 
Oils which has an off-take agreement with a 
London-based company to process canola into 
cooking oil. The pilot had yield estimates of 
1,5 tons a hectare but it received 1,8 to 2 ton a 
hectare under dry land cultivation. ECDC con-
tributed R480 000 into the pilot and production 
is expected to increase to 300ha in 2017/18. A 
total of 15 people are employed at the project.

Innovation
ECDC also co-financed six projects though its TIA partnership. ECDC and TIA contributed R3 million each to the technology innovation 
fund to fund Eastern Cape innovation projects. The six projects are in sectors such as electronics, software development and energy.

One of the projects is Port Elizabeth’s AGV, an autonomous guiding vehicle manufacturer with a 300kg prototype. ECDC put it R485 
000 in the development of software and the prototype which is remotely operated to pick-up and drop-off components and distrib-
ute them to various work stations in a work environment. It is being tested at the VW plant in Uitenhage.

In addition, the organisation also provided top-up funding to 
Libode-based Incapeace Trading which manufactures concrete 
products such as road pavings and concrete bricks to service a 
new off-take agreement with Build-It and Buffalo Timber. ECDC 
provided support of R747 870 to increase their capacity to meet 
the requirements of the off-take agreement. The money was 
also used to procure a back-up generator. The project employs 
36 permanent people.

In 2016/17, risk capital also completed a successful angora rabbit 
pilot which is based at Greenbushes in Port Elizabeth. ECDC put 
R1 million into the pilot which harvests rabbit fibre and processes 
it into garments. The company, Equipt, produces branded textiles 
such as gloves for medical facilities treating arthritis patients, jer-
seys, scarfs, hats and socks. The funds were utilised to build the 
processing factory, purchase 100 angora rabbits as well as pro-
cessing equipment. The business employs 13 permanent people 
with the number expected to increase to 22 in 2017/18.

50ha pilot

1,8 to 2 ton

R480 000

of canola production in Alexandria completed
by the ECDC

a hectare yield which higher than estimated

ECDC contribution into the pilot with production 
expected to increase in 2017/18

R747 870 36 R1m funding 13
provided by ECDC to increase 
Incapeace Trading capacity to 
meet their requirements

permanent people 
employed by the 
project

by risk capital for a successful 
angora rabbit pilot () based in 
Port Elizabeth 

permanent employees
with the number expected
to increase to 22 in 2017/18
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Jeffrey’s Bay’s HVA Technologies also received R500 000 to de-
velop their concept of building a technology that can destroy 
medical waste and convert it into products such as carbon and 
activated carbon. The funds were used to design and develop 
the Med-Waste machine. The next step would be the certifica-
tion of the machine to ensure that it meets the requisite quality 
standards for use.

Port Elizabeth’s Khazimla IT Solutions also received R745 000 
to develop for Unilever an IT cashless software solution from 
route to market. This solution is aimed at improving safety in 
the delivery and payment of goods. The software is being tested 
in Alexandra township in Gauteng where Unilever has a busy 
spaza shop market.

Finally, in 2016/17, ECDC also secured third-party funding of R68 
million from the Industrial Development Corporation (IDC) for the 
Karoo Catch project. The funds will be used for the building of ad-
ditional grow out facilities, the factory as well as working capital.

Market Access
During the review period, ECDC continued to extend its empow-
ering integrated export support tools to entrepreneurs who wish 
to extend the export market. ECDCs export support is designed 
to improve and increase the value of trade from the Eastern 
Cape as well as the number of exporters. However, to achieve 
this goal, ECDC is required to provide support instruments that 
improve the competitiveness and readiness of domestic entre-
preneurs to explore global markets. As a result, ECDCs export 
support tools is focused on the promotion of trade, export de-
velopment and support. In addition to growing the province’s 
export pool, ECDC puts in place strategies to ensure that it re-
tains existing and emerging exporters.

The organisation’s integrated export development 
apparatus includes trade exhibition support, trade 
missions, participation in local exhibitions with 
an international outlook, networking and infor-
mation-sharing functions which are sector-spe-
cific. Support is extending to helping businesses 
register as exporters.

In an effort to enhance its effectiveness in this area, the East-
ern Cape has developed an export strategy which is aligned to 
the national exporter development programme. As the official 
economic development agency, ECDC is responsible for giving 
effect to the provincial strategy. As part of the strategy, ECDC 
provides further support such as export awareness sessions, 
export readiness assessments, assistance with market informa-
tion and product diversification for export markets as well as 
help with meeting potential buyers and sellers.

R2,5m for Giant Flag
ECDC also received R2,5 million in third-party funding 
from the Department of Rural Development and Agrar-
ian Reform (DRDAR) for the Giant Flag project to set up 
an operating office for communication, promotion and 
stakeholder mobilisation. The Giant Flag now has a ful-
ly-fledged operating office in Graaff Reinet.

Third-Party Funding

R68m
received from the Industrial Development Corporation 
(IDC) for the Karoo Catch project.



PG//42

90% of exporters
are currently from the Nelson 
Mandela Bay Metro

In line with these objectives, ECDC went into the 2016/17 financial 
year with an aim of developing export businesses outside of the Nel-
son Mandela Bay Metro. Currently, 90% of exporters are from the 
metro and it is crucial that support is aggressively expanded to oth-
er regions and to get more black business to take advantage of the 
myriad of opportunities pregnant in the export development sector. 
In addition, particular focus was expanded to exploring opportunities 
in the SADC region, rest of Africa, Asia and the United Arab Emirates 
in the main. Further focus was to ensure the readiness of local busi-
nesses for international markets. Experience indicates that domestic 
enterprises are often not ready to tackle international markets and 
are often unable to conclude deals for export.

Through these efforts, ECDC managed to offer integrated export support to 93 businesses in the 
2016/17 financial year.

For example, ECDC took 12 Eastern Cape film companies on an 
outward trade mission to the United Kingdom in 2016/17. The 
objective was to introduce the companies to industry players 
in the UK. South Africa has a co-production treaty with the UK 
and the mission sought to leverage on this relationship. Some 
of the companies were able to establish relevant partnerships 
with their UK counterparts. The companies were supported with 
flights and accommodation through the Department of Trade 
and Industry (the dti). ECDC assisted with meals, transportation 
as well as coordinating networking sessions and business to 
business interactions.

Furthermore, ECDC also went on a trade mission to Ghana with 
Wesgro and the the dti. The trip was to promote the Eastern 
Cape as a compelling investment destination and presenting 
the profiles of businesses which have an interest in the Ghana-
ian market. Potential clients were identified for local businesses 
to engage on further trade discussions with their counterparts.

In this regard, ECDC recruited long-time market access client Bay 
Technologies to form part of the PUM Mentorship Programme. 
This gave them an opportunity to have a mentor who has vast 
experience in the ICT industry from the Netherlands. The mentor 
worked with Bay Technologies for over 14 days as means of as-
sisting them on their business and on export markets. 

ECDC also facilitated the participation of 23 SMMEs at the Lithu-
ba Lakho exhibition.  The Lithuba Lakho Competition and Exhibition 
is a programme that is hosted by ECDC in partnership with key 
stakeholders aimed at developing SMMEs in the arts and crafts 
sector. The competition and exhibition is designed to promote top 
export quality craft from a diverse range of disciplines. The exhibi-
tion was held in Port Elizabeth and SMMEs in the arts and crafts 
sector were given an opportunity to showcase their products. 

Operational Performance

93

12 Eastern Cape

23 SMMEs

film companies taken by the ECDC to a 
outward trade mission in the UK in 2016/17

participated at the Lithba Lakho Competition 
and Exhibition via ECDC facilitation

Film:

Arts and Crafts:
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Five companies in the automotive sector from the province 
formed part of the National Association of Automotive Compo-
nents Manufactures NAACAM Show held in Durban. The show 
serves as a platform for promoting automotive component man-
ufactures. The Export Helpdesk purchased exhibition space in the 
NAACAM Show which was co-branded with the Nelson Mandela 
Bay Municipality. The companies were also given an opportunity 
to promote their products in the exhibition stand. This platform is 
aimed at exposing the participating companies to networking op-
portunities with potential buyers and industry partners. The show 
is filled with information and networking sessions of interest for 
emerging exporters, existing exporters and seasoned exporters. 

For instance, Port Elizabeth’s Easy Pump which manufactures 
defusing tyres pump technology was assisted by ECDC to par-
ticipate at the NAACAM Show. Assistance provided included 
transportation, accommodation as well as exhibition space at the 
show. Through their participation in the show they were able to 
meet prospective clients. They are in discussions with Nissan and 
Dunlop for the supply of their products. They also managed to 
find a local supplier for one of their components used for manu-
facturing easy pumps.

ECDC, in partnership with Rand Merchant Bank (RMB) hosted two business breakfast presentations in East London and Port Elizabeth 
respectively. The aim of the sessions was to give a macroeconomic outlook to Ghana as a market possessing potential for Eastern 
Cape companies. The programme included a presentation on the work done by ECDC focusing primarily on the export development 
program and activities undertaken into the West African market particularly Ghana. 
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ECDC also participated in a trade mission in Ningbo, China. 
During the mission the relationship with the Jinhua City Govern-
ment, which has a twinning agreement with Buffalo City Met-
ro was enhanced by extending the engagements to econom-
ic rather than just educational programmes exchange.  Seven 
companies were visited with three in automotive, three pigger-
ies and a supermarket. We co-operated with Futailong super-
market   about sourcing some of the Eastern Cape products to 
test the market.  The automotive companies and the piggeries 
also showed interest in available investment opportunities.

In 2016/17 Port Elizabeth’s Mend-A-Bath which forms part of 
ECDCs Ningbo project, was assisted to attend the Hotelex in 
China. The bath resurfacing kits manufacturer attracted the at-
tention of a prospective client showed interest in their products. 
ECDC facilitated their trip to Chongqing, China to showcase 
their products and to demonstrate their usage to prospective 
franchisees. The company is currently negotiating a deal with 
the prospective client.

ECDC also partnered with the Eastern Cape Ex-
porters Club in hosting the Exporter of the Year 
Awards.  Over 500 guests were in attendance at 
the awards which were presented by the Honour-
able MEC for Economic Development, Environ-
mental Affairs and Tourism Sakhumzi Somyo 

Through this partnership, ECDC organised an ECDC Cocktail 
Dinner which was attended by 85 delegates and proved to be a 
success.  This was an opportunity for companies to interact with 
the organisation and to share their views in relation to taking 
the sector forward as well as a general engagement with the 
business sector. 

ECDC facilitated the participation of a group of five SMMEs to 
the Export Week held in Durban. The Export Week is an annu-
al programme that is held in KwaZulu Natal which is aimed at 
developing SMME’s for the export market as well as exposing 
them to potential buyers of their products and services. The Ex-
port Week was a success and one of the participating compa-
nies Proglove has been in contact with some of the companies 
that showed interest on their products and there is high possi-
bility of landing a contract of sale. 

For example, ECDC facilitated the participation of King William’s 
Town-based protective clothing manufacturer Proglove at the 
Export Week. This platform was aimed at exposing the partic-
ipating companies to networking opportunities with potential 
buyers and industry partners. In the Export Week Proglove was 
able to meet prospective clients for their business which also 
included a client in Ghana. The company is currently in conver-
sation with the buyers. 

ECDC facilitated the participation of a group of companies to 
the Manufacturing Indaba and this presented the companies 
with the opportunity to form part of the debate sessions during 
the conference together with the opportunity of exhibiting their 
products. The Manufacturing Indaba is an annual event held in 
different towns within South Africa and it is aimed at develop-
ing and promoting manufacturing. Manufacturing is an essential 
tool for developing the economy and it is through such initiates 
that the province can be competitive. 

The International Trade Desk hosted a number of inbound 
missions from Jacksonville, France, Russia and Indonesia. 

85 delegates
attended the succesful cocktail dinner organised by ECDC
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Investment Promotion
During the review period, ECDC set its sight on further improv-
ing and increasing domestic and foreign direct investment into 
the Eastern Cape. As the official economic development agen-
cy of the province, ECDC is obliged to ensure that it attracts 
high-impact and high-value investments that should stimulate 
robust economic activity as well as facilitating sustainable job 
creation. The corporation achieves this objective through an en-
ergised promotion of the Eastern Cape as a compelling invest-
ment destination which possesses clearly defined competitive 

advantages and unique selling points which set it apart from its 
peers. To this end, ECDC conducts and hosts various inbound 
and outbound investment missions aimed at selling the East-
ern Cape value proposition as ripe and ready for further invest-
ment. Further support and facilitation activities such as access 
to sector-specific national and provincial incentive schemes are 
extended to potential investors which should make their invest-
ment decisions in the Eastern Cape easier to finalise. 

Through its investment promotion function, ECDC also identifies opportunities for joint ventures 
with local partners, provides access to local business service networks, advice on and assistance 
with location decisions as well as providing a professional and relevant after-care service to all 
investors.

As a result of these and other activities, in 2016/17 ECDC fa-
cilitated a total of R633 million in investments into the Eastern 
Cape which led to the creation and saving of 479 jobs. These 
investments are in varied priority sectors such as agro-pro-
cessing, automotive, general manufacturing and renewable 
energy. These sectors have been set as a priority for invest-
ment in the National Development Plan, Provincial Growth 
and Development Plan, Provincial Economic Development 
Plan as well as in the Provincial Industrial Development Plan.

Investor Attraction

R633m

479 jobs

in investments was facilitated by the ECDC into 
the Eastern Cape

were created and saved as a result of the above



PG//46

100 000ha
afforestation potential
of the province

During the period under review the corporation made significant 
progress in the implementation and facilitation of various invest-
ments and expansions in the Eastern Cape’s forestry and timber sec-
tor. It is noteworthy that the Eastern Cape is the only province that 
possesses the most potential for new afforestation in South Africa. 
Some estimates place this potential at 100 000ha which are available 
for planting new trees. This is indicative of the immense agro-indus-
trialisation potential inherent in the Eastern Cape. Investments in for-
estry in 2016/17 are further instructive of this potential in a largely 
rural province with primary production presenting substantive pro-
cessing and beneficiation opportunities.

For instance, ECDC played a further facilitation role in the R133 
million expansion of its long-time client PG Bison in Ugie. The 
PG Bison expansion resulted in additional investment in affor-
estation and equipment. ECDCs involvement with PG Bison 
goes back to 2005 when the corporation facilitated the road 
and electrical infrastructure required by the investor for its ini-
tial R1 billion investment for its chipboard plant. Over the years, 
ECDC has managed the Ugie roundtable aftercare platform as 
well as post-investment support to PG Bison. The roundtable 
investigates other post-investment support such as SMME op-
portunities and lobbying government on environmental issues. 
In addition, ECDC has also undertaken an economic impact as-
sessment of PG Bison operations.

The facilitation of the PG Bison investment also led to Singisi 
Forest Products in Langeni near Mthatha saving 200 jobs.  This 
facilitation process resulted in the construction of the road link-
ing Ugie and the Langeni Saw Mill. Langeni would have reduced 
the number of workers to keep the factory running optimally if it 
was not supplemented by PG Bison and conversely wood chips 
being sent from Langeni to PG Bison Ugie. 

There was also a further investment decision made at the board 
level of Singisi Sawmill on the revamp and renewal of old and 
aging machinery and equipment. The old equipment is being 
replaced with a new set of capital so as to improve the quality of 
the output which should lead to better quality and efficiency at 
operational level. ECDC owns a 7,3% stake in the company and 
its role is primarily strategic through its participation at Board 
level where these matters are debated and decided. 

Furthermore, ECDC played a central role in the facilitation of 130 
afforestation jobs as part of the DBSA Jobs Fund collaboration 
with the Eastern Cape Rural Development Agency (ECRDA). The 
collaboration is premised on the rehabilitation and planting of 
new trees in communities, social facilitation, monitoring and 
evaluation, implementation of a forestry development model, 
provision of training and capacity-building for workers. 

The community-owned forestry projects are Sinawo, Gqukunqa, 
Sixhotyeni, Mkhambati, Izinini and Lusikisiki. A total of 1,387ha 
of trees were planted at these projects in 2016/17. A total of 
526 hectares were planted in Sinawo,  206.9 ha in Sixhotyeni, 
143 ha in Gqukunqa, 59.3 ha in Izinini, 200.9 ha in Mkhambathi 
and151.6 ha in Lusikisiki. A total of R44,5 million was spent in 
planting activities through the collaboration.

R133m expansion

200 jobs R44,5m in total

130 afforestation jobs
for PG Bison resulted in additional investment in 
afforestation and equipment

were saved for Singisi Forest Products as a result of the PG Bison 
investment facilitated by ECDC

was spent in planting activities for Sinawo, Gqukunqa, Sixhotyeni, 
Mkhambati, Izinini and Lusikisiki resulting in 1,387ha planted

facilitated as part of the DBSA Jobs Fund collaboration with the 
Eastern Cape Rural Development Agency (ECRDA)
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ECDC was also involved in additional R100 million investment 
of the 43 Air School in Port Alfred. The school trains pilots with 
the majority being international students and it contributes to 
the tourism sector in the region. ECDC was instrumental in lob-
bying the local municipality to do access road upgrades to the 
air school. The corporation is continuously lobbying for visa reg-
ulations for the international students making it easy for them 
to get visas to access the facility. There are plans to extend the 
runway and ECDC is involved in lobbying for the expansion of 
the school.

ECDC also provided ongoing marketing assistance to the Tiffin-
dale Ski Resort. The corporation initiated the signage campaign 
and it also assisted with route marketing for tourism products 
such as the High Five. ECDC also provided information and as-
sistance on the Tourism Support Plan of the National Depart-
ment of Tourism. This initiative led to the creation of 87 mainly 
youth jobs.

During the period under review, ECDC finalised and the Dim-
baza Agri-Village and Eco-industrialisation Master Plan to a 
number of local, provincial and national stakeholders. These 
stakeholders included the Dimbaza Local Business Forum, Fort 
Cox College, traditional leadership; small scale farmers, Buffalo 
City Metro and Amathole District Municipality. The plan was also 
presented to the Provincial Government’s Growth and Develop-
ment Economic Cluster which is composed of the Heads of De-
partments from all provincial government departments. Further 
engagements were held with the South African National Roads 
Agency (SANRAL), power utility ESKOM), and later to the Cabinet 
Committee on Economic Development and finally to the Exec-
utive Council of MECs, chaired by the Premier. At national level, 
the plan was presented to the Department of Trade and Industry 
(the dti), Department of Rural Development and Land Reform 
(DRDLR), Development Bank of Southern Africa (DBSA) and to 
the Industrial Development Corporation (IDC).

The highlight of this work was the ultimate approval of the Mas-
ter plan by the full provincial EXCO. Tis means the Dimbaza revit-
alisation project has the full backing of stakeholders and should 
find expression in their respective plans going forward.

ECDC was also involved in the facilitation of jobs in the ex-
pansion of Froteck SA in their injection moulding plant in Fort 
Jackson. This facilitation role involved a number of activities in-
cluding access to industrial investment incentives, links to other 
government departments, investor serving and aftercare work. 
Frotek’s investment to-date has accumulated to R24 million 
within the Buffalo City Metro.

Jobs were also created through ECDCs facilitation role of the 
Langklip Estate, a holiday resort in Langkloof near Jobertina in 
Sarah Baartman District. Langklip is a referral from Nelson Man-
dela Bay Tourism (NMBT). The facilitation work done involved 
advice on the various forms of investor support provided in 
the province, including the national incentives administered 
through the dti, financing for expansion through ECDC and IDC, 
as well as strategic advice involving the long-term expansion 
plan. This facilitation work resulted or contributed to the deci-
sion by the investor to invest R3,8 million in the estate which is 
located within the Sarah Baartman District Municipality.

Finally, ECDC also organised business cham-
bers to go to a reciprocal visit to Lower Saxony 
in Germany with the Premier. The Eastern Cape 
already has a twinning agreement with Lower 
Saxony and the visit aimed to strengthen eco-
nomic, sport, agriculture, renewable energy and 
innovation relationships with the region.

ECDC also facilitated an expansion of polymer products man-
ufacturer Rehau at the Fort Jackson Industrial Park. The R450 
million investment which was for the expansion of buildings 
and equipment created an additional 57 jobs. ECDCs involve-
ment was providing investment advice, aftercare support, site 
tours and visits and the corporation also assisted Rehau with 
purchasing ECDC vacant property. The company also rents a 
further three ECDC properties in Fort Jackson.

R450m investment

57 additional jobs
for the expansion of polymer products manufacturer Rehau

were created as a result of the investment
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Properties
The organisation uses its property portfolio to respond to the varied socio-economic demands of 
the Eastern Cape as well as a platform to stimulate investment and trade. Currently, ECDCs prop-
erty function provides leasing and asset management of premises to light industrial, retail, com-
mercial, industrial and residential. Furthermore, ECDC provides integrated property management 
services, inclusive of property management, asset management, facilities management and project 
management. This portfolio is ripe for investment and further development which should promote 
robust and energised economic activity. 

However, the economic downturn characterised by a stagnant 
economy, channels demand to the more resilient industrial and 
residential property portfolios. Consequently, during 2016/17, 
ECDC placed a premium on income and expenditure as well as 
supply and demand variables.

Rental collections on the portfolio amounted to R67,9 million in 
2016/17. Total income was stable at R91m and the disposal of 
non-core assets was R15,7 million. The corporation also recov-
ered R4,7 million in bad debts and rental interest of R1,6 million.  
The industrial and residential portfolio requires urgent capitalisa-
tion due to its physical condition.  The industrial and residential 
repositioning strategy has identified low-yielding assets for dis-
posal and high yielding assets for major remodelling and refur-
bishment.  The funding requirement for this strategy is approx-
imately R1 billion to be invested over the next five years.  This 
will be funded through a combination of internal and external 
generated capital. 

Slow economic growth combined with high increasing adminis-
tered costs is impacting negatively on businesses located within 
the portfolio. The concentration on the industrial and residen-
tial portfolios poses significant risk to the cash flow ability of the 
portfolio.  ECDC is currently exploring a number of commercial 
and retail developments aimed at reducing this concentration on 
mitigating this risk.

R91m

R4,7m

was the total income with disposal of non-core 
assets at R15,7m

in bad debts was recovered by the corporation

R67,9m
Rental revenue collected from the overall 
property  portfolio in 2016/17

Rental:

Income:

Debt Recovery:
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To improve the efficacy of this portfolio, in 2016/17 ECDC imple-
mented a turnaround strategy which was aimed at improving 
operational and turnaround of performance. The strategy fo-
cused on improving financial performance, optimising the value 
of the investment portfolio, recapitalising the investment portfo-
lio and positioning the business for growth opportunities.

Significant progress was also made in the attainment of these 
turnaround priorities. However, the recapitalisation of the port-
folio will require significant financial resources and ECDC is cur-

rently engaging on how this task will be funded.  In addition, a 
number of investment opportunities have also been identified 
and are currently being packaged for implementation.

By the end of the period under review, the property portfolio 
had 1,368 leases accommodated within the portfolio with in ex-
cess of 16,000 people employed. The overall vacancy rates grew 
by 4% from 23% to 27%, of which 77% relates to vacancies in 
the industrial portfolio as tenants were negatively affected by 
the economic downturn.

Turnaround Strategy

Residential  53% Residential  23%

Industrial     47% Industrial     77%

Vacancies
per Sector

Portfolio by
per Sector
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The performance of the last three years demonstrates stable in-
come with a potential to grow with the repositioning strategy in 
place. There are several short-term and medium-term strategies 
implemented to increase revenue.

Future Plans
ECDC intends to continue to drive an energised implementation 
of the repositioning strategy which will focus on increasing rev-
enue, reducing costs and investing in the investment portfolio. 
The organisation is targeting to recapitalise the portfolio by ap-
proximately R200million, to grow property revenue by 20% and 
renewing leases at market rentals and acquisitions as well as 
reduce operating costs by 60%.

Greater focus will placed on reducing high security costs, reduc-
tion of property vacancy levels to 15% by introducing develop-
ment leases and improving the value of the investment portfolio 
by 5% and the investment yield to 12%.

Financial Performance

60,9

69,5
67,9
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Strategic Projects
During 2016/17, ECDC intensified its efforts in the delivery of 
social infrastructure as mandated by the Eastern Cape gov-
ernment. The Eastern Cape faces massive social infrastructure 
backlogs particularly in areas such as health, education as well 
as water and sanitation. As a result, government obligates ECDC 
to use its technical acumen to discharge the delivery of social 
infrastructure programmes that should bring about real and 
immediate social change. This vote of confidence on ECDC by 
government means the corporation carries a momentous task 
of driving social change and redress that will transform the ma-

terial conditions of communities across the Eastern Cape. Such 
an enormous undertaking requires clarity of thought as well as 
a capable and fit-for-the-cause organisation. 

However, the delivery of infrastructure in the Eastern Cape is 
a collaborative exercise which requires the mobilisation of the 
resources of partner institutions in order to effect a more sub-
stantial development impact. In essence, ECDC cannot hope to 
be effective without rallying the support and leveraging the re-
sources of other public sector partners.

Project Implemntation
In the 2016/17 financial year, strategic projects unit implemented the following projects:

Item Client Description of Work Projects Status Construction Start 
Date 

Construction Projected 
Completion Date 

SOCIAL INFRASTRUCTURE

1 Provincial Treasury (PT) Phase 1: Makana - 
Sewer Interventions

Construction 30 March 2017 30 May 2018

2 Department of 
Education (DoE) 

Flagstaff Comprehensive – 
Phase 1 – Primary School 

Construction 04 November 2015 29 May 2017

Department of 
Education (DoE) 

Dilizintaba HS Construction 05 November 2015 11 July 2017

Department of 
Education (DoE) 

Plangeni JSS Construction 29 February 2016 29 August 2017

Department of 
Education (DoE) 

Project Management Office (PMO) On Site 01 August 2015 30 August 2018

3 Mayibuye Transport 
Services (MTC) 

Refurbishment of Alice Depot Construction 19 February 2016 22 February 2017

Mayibuye Transport 
Services (MTC) 

Refurbishment of Queenstown 
Depot 

Construction 07 April 2016 30 July 2017

ECONOMIC INFRASTRUCTURE

4 Eastern Cape 
Development 
Corporation (ECDC)

Redevelopment of Mdanstane Mall Planning 05 April 2016 30 May 2018

Erection of Security Fence and 
Construction of Guardhouse at 
Fort Jackson Industrial Park

Construction 06 May 2016 30 July 2017
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The first task of the PMO was to stabilise the infrastructure 
department at the ECDOE to ensure that it performs optimal-
ly. Subsequently, ECDoE spent their entire budget allocation in 
2016/17. In addition, the department benefitted from procure-
ment, auditing and financial management support that the PMO 
was providing. 

At the same time the strategic project unit was one of the EC-
DoE’s implementing agents which was tasked with the construc-
tion and refurbishment of four schools. Three of these schools 
will reach practical completion in 2017/18 and one still at plan-
ning stage. The schools are Dilizintaba in Tsolo, Plangeni in Bizana 
as well as Flagstaff Primary School and Flagstaff High School. The 
total cost of the schools is R48,8 million; R50,3 million; R38,5 mil-
lion and an estimated R90 million, respectively. The construction 
of these schools will benefit about 3,214 learners. 

The organisation has also successfully implemented the water 
crisis intervention where R92 million will be spent on the proj-
ect by June 2017 to stabilise water supply. ECDC also began the 
implementation of the Makana sanitation infrastructure project 
in 2016/17. Three contractors were appointed to implement the 
sanitation intervention in 2016/17 to the value of R30 million and 
they are already on site. The project was necessitated by debil-
itated sanitation infrastructure which posed a serious health as 
risk as well as to support new developments.  

Phases two to four of the project estimated at R70 million are 
being planned for implementation in 2017/18. The projected 
value of the project is R100 million which should create direct 
employment for about 500 people. The project will benefit Al-
icedale, Joza Extension 6, Riebeek East, Hogenoeg, Seven Foun-
tains and Fort Brown and other surrounding areas.

In 2015/16, ECDC was requested to assist the Eastern Cape Department of Education (ECDoE) with the establishment of a Project 
Management Office (PMO). The PMO was capacitated with technical, financial and supply chain management resources to assist 
the department with implementation and monitoring of all its projects.

Economic Infrastructure
During 2016/17 DEDEAT requested ECDC to assist in the implementation of their economic infrastructure projects. These projects 
consisted of security fencing for the Fort Jackson, Dimbaza and Somerset East industrial parks. ISIDP also assisted with the revit-
alisation of the Butterworth factory which manufactures Eskom filter bags as well as the upgrade of the road to the Rance Timber 
Sawmill in Stutterheim. Additional projects included the revitalisation of the Mdantsane Mall to the tune of R300 million of the 
Medium Term Expenditure Framework. These projects will improve economic infrastructure and their effectiveness to carry out the 
development mandate.

Social Infrastructure 

Over R227m 3,214 R30m 500 jobs
for the construction and 
refurbishment of four schools,
3 of which will reach practical
completion in 2017/18

learners will benefit 
from these projects

to implement the Makana 
sanitation infrastructure proj-
ect in 2016/17

are expected to be 
employed by the project
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SECTION SIX
Human Resources Report

Lorem ipsum dolor sit amet, consectetur adipiscing elit. Nunc mi lorem, mattis et arcu sed, 
ultrices fermentum nisl. Maecenas non nunc dignissim, vestibulum neque vel, vestibulum 

lorem. Aliquam eu gravida metus.
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HR Strategic Focus
The purpose of the Human Resources function is to provide integrated Human Capital solutions to the ECDC with a passion for 
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 adopted 
and implemented HR Competency Model as framed by the SABPP standards to achieve optimum performance and instil a culture 
of service delivery and excellence. In order to ensure that the mandate is upheld the following were the areas of focus:

The Human Resources Department continues with the en-
hancement of performance culture while closely monitoring the 
embedment of ePerformance and ensuring that there is con-
tinuous adherence to the completion and submission of Per-
formance Reviews by all staff.  Whilst driving compliance in the 
area of Performance Management, ECDC is now also focusing 
on quality to ensure that employees are contracting in line with 
the reviewed corporate plan. Performance reviews as at year 
end are standing at 100%. 

In the year under review, the ECDC’s workforce was made of 
up to 163 employees. The vacancy rate is 11.4%, based on the 
manpower plan of 184 compared to 19.7% based on total staff 
establishment of 203 positions. The staff turnover is 1.22% for 
this quarter compared to 3% industry rate. ECDC is pleased to 
report that the leadership capacity has improved in the entire 
organisation with the following 3 critical positions being filled: 
Regional managers for Mthatha and Butterworth, as well as the 
Head: Properties who assumed duties in April 2017.

Performance Management Talent Management

Performance reviews

163

203

184 21 (11.4%)

Vacancy rate 1.22%
as at year end are standing at 100%

Permanent employees at the start and end of period

Total Staff Establishment

Manpower Plan Vacant positions & rate under Manpower Plan

stands at 11.4% based on 184 is the staff turnover

Staff Profile as at 31 March 2017

ECDC staff turnover Actual

Add: Recruitment 4

Less: Resignations 3

Deaths & Dismissals 0

Retirements 1

Expiry of contracts 0

Contract Employees 2

Staff turnover rate 1.8%

Management (Grades 16-25) 1.2%

Bargaining Unit (Grades 2-15) 0.6%

Vacant positions 40

Vacancy rate 19.7%
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The vacancy rate is 19.7% (considerably high) compared the norm of 12% because it is based on 
the total staff establishment inclusive of the 19 frozen positions. The vacancy rate is 11.4% based 
on the manpower plan of 184 positions (203 -19 frozen positions). 

Strategic Projects 

ECDC staff turnover Actual

Employees as at the start of the period 11

Add: Recruitment 2

Less: Resignations 0

Deaths 0

Dismissals 0

Retirements 0

Expiry of contracts 0

TOTAL as at 30 June 2016 13

TOTAL STAFF ESTABLISHMENT 26

Less Actual Positions filled in staff establishment 13

Vacant Positions 13

Vacancy rate 50%

Add Interns 1

Male Female Foreign Nationals Total

Occupational Level A C I W A C I W Male Female

Provincial EAP 43.2% 5.9% 0.1% 3.0% 39.8% 5.5% 0.1% 2.4% 0 0 100%

Grand Total 55 2 2 6 92 2 0 4 0 0 163

ECDC 34% 1.2% 1.2% 3.4% 56% 1.2% 0 2.5% 0 0 100%

Variance 9.2% 4.7% -1.1% -0.4% -16.2% 4.3% 0.1% -0.1% 0 0 0

The recruitment in strategic projects responds to the demand 
in terms of the number of projects at hand hence the vacancy 
rate remains high. The Strategic Projects vacancy rate does not 
have an impact on the overall organisational Key Performance 
Indicators (KPIs).

26

13 (50%)

is the total staff establishment

of the positions are vacant

The key intent of employment equity within the 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 the 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.

Source: Statistics South Africa (December 2016) A: African    C: Coloured    I: Indian    W: White

Performance Management
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Occupational Categories Male Female Total

A C I W A C I W

Unskilled (Grade 2-6)

Target 1 0 0 0 6 0 0 0 7

Actual 1 0 0 0 6 0 0 0 7

Variance 0 0 0 0 0 0 0 0 0

% Variance 0% 0 0 0 0% 0 0 0 0%

Semi-skilled (Grade 7-11)

Target 22 2 0 1 40 1 1 1 68

Actual 13 0 0 0 48 1 0 0 62

Variance 9 2 0 1 -8 0 1 1 6

% Variance 41% 100% 0 100% -0.2% 0% 100% 100% 9%

Skilled Supervision (12-16)

Target 36 3 1 6 35 2 1 4 88

Actual 28 1 0 4 30 1 0 3 67

Variance 8 2 1 2 5 1 1 1 21

% Variance 22% 67% 0 33% 14% 50% 100% 25% 24%

Senior management (Grade 17-25)

Target 18 1 3 4 11 1 1 1 40

Actual 13 1 2 2 8 0 0 1 27

Variance 5 0 1 2 3 1 1 0 13

% Variance 28% 0 33% 50% 27% 0 0 0 33%

TOTAL

Target 77 6 4 11 92 4 3 6 203

Actual 53 2 2 7 93 2 0 4 163

Variance 24 4 2 4 -1 2 3 2 40

% Variance 31% 67% 50% 36% -1.08% 50% 100% 33% 19.7%

Target Employees with disabilities 1 0 0 0 1 0 0 0 2

Grand Total (Establishment) 77 6 4 11 92 4 3 6 203

Interns 0 0 0 0 4 0 0 0 4

ECDC will focus on the following initiatives in the year ahead to sustain the positive progress made in respect of employment equity:
•  The newly revised and approved Employment Equity Plan addressing gaps in the following areas will be communicated to staff: 
 African Males, Coloured Males, Coloured Females and over staffing in African females particularly in semi-skilled and unskilled levels. 
• Development of a comprehensive disability management strategy. 
• Consciously appointing people with disability in line with the current Employment Equity plan.
• 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.



PG//58

African   90%

Indian   1.2%

African Women  56%

Coloured   2.4%

White   5.9%

African Men  34%

White Men  3.4%

White Women 2.5%

Employees 
by Race

Employees 
by Gender

163 ECDC
Employees

59.7% of
employees
are woman

ECDC Employment Equity by 
Employment Categories

Occupational/equity categories

Occupational Categories (and Grade) Male Female Total

A C I W A C I W

Top management (20-25) 3 0 0 0 3 0 0 0 6

Senior management (17-19) 11 1 2 2 6 0 0 1 23

Skilled supervision   (12-16) 28 1 0 4 31 1 0 3 68

Semi-skilled   (7-11) 11 0 0 0 47 1 0 0 59

Unskilled    (2-6) 1 0 0 0 6 0 0 0 7

TOTAL PERMANENT 55 2 2 6 92 2 0 4 163

TOTAL TEMPORARY 0 0 0 0 0 0 0 0 0

Employees with disabilities 1 0 0 0 0 0 0 0 1

TOTAL EMPLOYEES 55 2 2 6 92 2 0 4 163
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Training as at 31 March 2017

No Training Programme Gender Total Budget

Male   Female

1. Report writing training 5 5 10 R23,820.00

2. Effective Presentation Training 3 7 10 R33,360.00

3. Finance for Non-Financial Managers 1 9 10 R126,900.00

4. Supply Chain Training 1 7 8 R61,550.00

5. Customer Care Training 6 7 13 R26,180.00

6. Project Management 3 12 15 R282,150.00

7 Property Management Training 3 6 9 R97,500.00

8 Business Analysis Training 1 1 R12,900.00

9 Health and Safety Training 2 8 10 R17,100.00

10 Intermediate & advanced excel training 
programme

4 12 16 R21,000.00

11 Balanced Scorecard Training 3 3 R143,640.00

12 Potatoes SA Transformation Symposium 2 1 3 R1500.00

13 3RD Regional Border Kei Regional Confer-
ence

3 2 5 R15,310.00

14 Report writing 3 3 R6900.00

15 Workplace Mediator training 1 1 R24,510.00

16 UNISA Annual Archives Lecture 1 1 00 

17 Professional Development Programme in 
Public Relations Management

1 1 R6,777.66

18 Government Media: Essential of Tools for 
Editors and Journalist short course

1 1 R15,000.00

19 The Certified Talent Economist Programme 1 1 R51,060.97

TOTAL 121 R967,157.66
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SECTION SEVEN
Performance Against Predetermined Objectives

The Eastern Cape Development Corporation  set itself predetermined objectives 
which was not reviewed at midyear.
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KPI 
No.

Key performance 
area

Key performance 
indicator

Annual 
planned target

Actual 
Performance

Deviation 
(%)

Comment/ Reason for 
Deviation

1.1.1 SMME development 
finance support

Rand value of loans 
disbursed

R110 million R 168 387 905 53% Improved customer care, close 
monitoring and quality due 
diligence which resulted in 
quick turnover of Nexus loans, 
increased number of loans 
approved (SMMEs funded) and 
higher uptake of construction 
loans in response to provincial 
demand for this financial year. 

1.1.2 SMME development 
finance support

Number of SMMEs 
received development 
finance

205 263 28%

1.1.3 SMME non- financial 
support  

Number of SMMEs  as-
sisted with non- finan-
cial support services

290 368 27% Relationships forged with var-
ious stakeholders, the launch 
of the Creative Industries Craft 
Shop, as well as outreach 
programmes implemented by 
ECDC regional offices resulted 
in more uptake that planned. 

1.1.4 Imvaba Co-operatives Number Co-operatives 
supported with finance

16 16 0% Target achieved 

1.1.5 Incubation 
programme 

Number of entrepre-
neurs in the incubation 
programme

50 52 4% Positive response to recruit-
ment calls resulted in better 
uptake.

1.1.6 Local & Foreign Direct  
Investments

Rand value of 
investments realised

R 750 mil R 633 186 327 -16% This target was set against 
promises from third parties 
which were not honoured - in 
part or in full and/or on time.  
The investment timeline and 
investment decisions could not 
be secured timeously.

1.1.7 3rd  Party funding Rand value of 3rd Party 
Funding leveraged for 
risk sharing

R90 mil R 76 927 790 -15% This target as well depends on 
the appetite of third parties and 
could be adversely impacted by 
prevailing economic situations.  
The overall target remained un-
der-achieved due to investment 
decision-making lagging and 
tough economic outlook.

1.1.8 Risk Capital Number of invest-
ments facilitated 

8 9 13% Attending consultation out-
reach programmes resulted in 
investment opportunities being 
identified and pursued resulting 
in an over achievement.

1.1.9 Integrated export 
support  

Number of SMMEs/
Local Entrepreneurs 
provided with integrat-
ed  export support

80 93 16% Extensive outreach primarily to 
provide information and attract 
SMME’s to the various sessions 
resulted in higher support.

Goal 1: Stimulate Economic Activity 

Strategic Objective 1.1: Optimise investment in priority sectors of the provincial economy in line with government imperatives
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KPI 
No.

Key performance 
area

Key performance 
indicator

Annual 
planned 
target

Actual 
Performance

Deviation 
(%)

Comment/ Reason for 
Deviation

1.1.10 Critical skills 
training

Number of people trained 
(sector development and 
strategic initiative)

400 559 40% Over-achievement due to 
demand and over-subscription 
for some programmes. This was 
also coupled with extensive 
marketing of the training 
sessions.

1.1.11 Jobs facilitation Number of jobs facilitated 
by Development Finance 
(DF), Risk Capital (RC) and 
Investment Promotion (IP)

4100 4209 3% Although job facilitation was 
constrained due to projects 
not materialising fast enough, 
delayed announcement with 
respect to IPP agreements; 
robotification in auto industry 
and  mechanisation in forestry 
industry, there was a significant 
contribution by the construction 
sector and especially the work 
of the infrastructure develop-
ment unit of ECDC.

1.1.12 Township Revitali-
sation

Mdantsane Mall 
Revitalisation Project Plan

Advertise
and appoint a
contractor

Tender document 
for turnkey 
contract is 
complete and the 
tender was 
advertised on the 
31st March 2017.

-10% The delay was due to budget 
allocation confirmation letter 
from the Shareholder which 
was received in 16 February 
2017 and the tender could not 
be advertised before the budget 
allocation letter was received.

1.1.13 Youth supported Number of Youth 
supported

160 189 18% Despites slower growth in 
certain sectors especially 
construction, forestry and re-
newable energy, youth support 
was bolstered due to the youth 
internship provided through 
ECDC.

1.1.14 Impact assessment 
reports

Number of impact 
assessments compiled 

2 2 0% Target achieved.

Goal 1: Stimulate Economic Activity (Cnt.)

Strategic Objective 1.1: Optimise investment in priority sectors of the provincial economy in line with government imperatives
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KPI 
No.

Key performance 
area

Key performance 
indicator

Annual 
planned 
target

Actual 
Performance

Deviation 
(%)

Comment/ Reason for Deviation

2.1.1 Cost optimisation Cost-to-income ratio 
(excluding impairment)

1.11:1 1:1.059

2.1.2 Property disposal Rand value of 
properties disposed 

R115mil R 14 336 246 -88% Due to delays in municipal sub-divi-
sions, clearance processing delays as a 
result of political instability there.

Delays in purchaser’s not paying transfer 
costs on time.

Delays in going to auction due to historic 
valuations and public dissatisfaction.

The above reasons were beyond 
management control as ECDC struggled 
despite several attempts to resolve 
these with the municipalities.

2.1.3 Rental income Rand value of rental 
income collected

R115 mil R 63 417 000 -45% Existing and new vacancies on all 
residential flats, Mdantsane Mall, Devel-
opment house etc cannot be filled due 
to change in strategy with rand value 
amounting to more than R12m.

Vacant stand-alone houses could not 
be leased as they are earmarked for 
auction.

Rental loss due to disposal of houses. A 
disposal amount of R14m has been paid 
to our realisation account.

Current rental collection has increased 
by R3m in 2016/17 financial year as 
compared to 2015/2016.

Separate water and electric meters 
could not be installed on multi-tenanted 
complexes due to strategic decision 
taken and it affected our recoveries.

Eviction of defaulting Tenants has created 
more vacancies

Goal 2: Optimise all resources to maximise investment returns 
and attain sustainability 
Strategic Objective 2.1: Attain financial sustainability by exceeding costs
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KPI 
No.

Key performance area Key performance 
indicator

Annual planned 
target

Actual 
Performance

Deviation 
(%)

Comment/ Reason for 
Deviation

2.2.1 Financial governance and 
management  

Audit outcome Unqualified audit 
outcome

TBC TBC To be confirmed post audit

KPI 
No.

Key performance area 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 employ-
ees contracted and 
reviewed Performance 
Contracts

100% 100% 0% Target achieved

2.3.2 Attraction and retention of 
critical skills

% critical positions 
filled and retained

90% 90% 0% Target achieved

2.3.2 Integrated Enterprise Resourcing 
Planning (ERP) system 

Acquisition and 
implementation of ERP 
system 

ERP implemented 0% -100% After due consideration 
of projects costs and risk 
appetite of initial advisory 
received the initial tender 
was cancelled and options 
for the project financing 
route to consider both SAP 
platforms i.e. SAP 4 HANA 
and SAP ECC

Goal 2: (Cnt.)

Strategic Objective 2.2: Attain clean audit

Strategic Objective 2.2: Attain clean audit
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SECTION EIGHT
Corporate Governance

Lorem ipsum dolor sit amet, consectetur adipiscing elit. Nunc mi lorem, mattis et arcu sed, 
ultrices fermentum nisl. Maecenas non nunc dignissim, vestibulum neque vel, vestibulum 

lorem. Aliquam eu gravida metus.
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Statement of 
Responsibilities and 
Approval
The external auditors are engaged to express an independent opinion on the annual financial statements.

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 stan-
dards for internal control aimed at reducing the risk of error or 
loss in a cost effective manner. These standards include prop-
er delegation of responsibilities within a clearly defined frame-
work, effective accounting procedures and adequate segrega-
tion of duties to ensure an acceptable level of risk. During the 
year under review such controls were monitored as far as rea-
sonably 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 elim-
inated, 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 con-
trol provides reasonable assurance that the financial records 
may be relied upon for the preparation of annual financial state-
ments. Any system of internal control can, however, provide 
only reasonable, and not absolute, assurance against material 
misstatement or loss.

Ndzondelelo Dlulane
Chief Executive Officer

Sandile Sentwa
Chief Financial Officer

Nhlanganiso Dladla
Chairperson of the Board
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Corporate Governance

The ECDC endorses the code of corporate practices and con-
duct 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 Corpora-
tion further subscribes to the corporate governance principles 
set out in the Public Finance Management Act (the PFMA).

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

The Corporation values are entrenched through an approved 
Code of Ethics (Code) 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 pro-
ceedings 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.

The Board continued to implement the Corporate Governance Framework, which consolidates the cor-
porate 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.

Introduction 

Conflict of Interests

Corporate Governance Framework 
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The Member of the Executive Council responsible for the De-
partment 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 Eastern Cape Development Corporation Act 
7(2) provides that there shall not be less than 5 and not more 
than 18 directors. As at 31 March 2017, the Board is comprised 9 
directors of whom the majority (9), are non-executive, including 
the Chairman. The Chairman and the Chief Executive’s roles and 
responsibilities are separate.

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 direc-
tors to the Corporation’s business environment, risk manage-
ment, regulatory environment, governance framework, sustain-
ability issues and fiduciary duties. Non-executive directors are 
regularly kept abreast of relevant Corporation matters and reg-
ulatory developments.  

The Company Secretary is responsible to:
• Ensure 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 as to 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; and

• Maintaining statutory records in accordance with legal 
 requirements.

The Board has access to the services and advice of the Com-
pany 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 ac-
cordance with the applicable legislation and is considered by 
the Board to be fit and proper for the position.

The chairperson is in constant engagement with the shareholder representative on the Corporation’s 
needs and requirements as far as the Board matters are concerned.

Board composition Board induction and information

Company Secretarial function

Succession planning
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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 IV and the requirements of the Public Finance Management Act 
including Protocol on Corporate Governance in the Public Sector.
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.

Board and committees’ membership and meeting attendance 

Board and Committee meeting attendance

Non–executive directors Audit, Risk & 
Compliance

HR & REMCO Funding & 
Investment

Social & Ethics Governance & 
Nomination

NDladla (Chairperson) 

L Jiya (Deputy Chairperson) • • •

B Nqadolo • •

M Maqetuka • • •

R Nicholls* •

N Madiba • • •

P Bosman • • •

S Thobela • • •

M Sishuba • • •

M Damane • • •

Non–executive 
directors

Board 
appointment 
& resignation 
date

Board: 
6 meetings

Audit, Risk & 
Compliance:
4 meetings 

HR & 
REMCO:
4 meetings 

Funding & 
Investment:
4 meetings

Social & 
Ethics:
4 meeting

Governance 
& Nomination:
2 meeting

AD – HOC 
Meetings

L Jiya 19/10/2011 6 - - 4 4 2 22

M Maqetuka 08/11/2012 6 - 4 - 4 2 30

N Dladla 01/10/2014 6 1 1 1 1 2 78

S Thobela 15/09/2014 6 - 4 4 4 - 33

M Sishuba 01/10/2014 6 4 4 - 4 - 20

N Madiba 15/09/2014 6 4 4 - - 2 37

P Bosman 01/10/2014 6 4 - 4 - 1 28

M Damane 15/09/2014 6 4 4 4 - 30

B Nqadolo 03/11/2009 6 2 - 4 - - -

R Nicholls** 03/11/2009 - 4 - - - - -

* External Audit Committee Member
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• 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.

Matters reserved for Board decision

The Board has delegated to the Chief Executive, the day today running of the business within the 
approved Delegation of Authority Framework. The Delegation of Authority Framework applies to all 
employees of the Corporation. 

Delegation of Authority
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Audit, Risk and Complaince 
Management Committee Report

This report is provided by the Audit Risk and Compliance Com-
mittee (ARC) in respect of the 201/16 financial year of Eastern 
Cape Development Comporation (ECDC). The ARC’s function is 
guided by a detailed charter which is informed by the relevant 
governance prescript and aligned to the business. 

The purpose of the ARC 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 ac-
counting standards.

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 4 times a year. During the year under review, four (4) meetings were held.

Mandate

Audit, Risk and Compliance Committee Members and Attendance

Purpose

We are pleased to present our report for the financial year ended 31 March 2017 

Overview

Name of Member Period of Membership 19/04/16 23/05/16 19/10/16 13/02/17

P. Bosman 01/10/2014 – 31/03/2017 • • • •

N. Madiba 01/10/2014 – 31/03/2017 • • • •

M Sishuba 01/10/2014 – 31/03/2017 • • • •

B. Nqadolo 01/04/2014 – 31/03/2017 • • • •

R. Nicholls 01/04/2014 – 31/03/2017 • • • •

• Present    • Absent with apology
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During the year various reports of the Internal Auditor as well as 
the Audit Report on the Annual Financial Statements and Man-
agement Letter of the Auditor General indicated that the system 
of internal control has shortcomings.  The Audit, Risk and Com-
pliance 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 effective throughout the year under review, 
with the exception of the procurement processes in respect of 
the qualification raised by the Auditor General.   

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 meet-

ings, including its annual work programme, co ordination with 
the external auditors, the reports of significant investigations 
and the responses of management to issues raised therein.

In respect of the co-ordination 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.

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 below standard and notes the significant improvement from 
the previous year.

Effectiveness of Internal Control

Internal Audit

Monthly and Quarterly Performance Information

The Audit, Risk and Compliance Committee is a committee of the Board and has discharged its re-
sponsibilities 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.

Audit, Risk and Compliance Committee’s Role and Responsibilities 
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In respect of legal and regulatory requirements to the  extent that it may have an impact on the financial statements, the ARC:
• Reviewed the Corporation’s internal legal team 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 year to capacity building the area 
of legal and compliance was not implemented. Notwithstanding this, there has been substantial compliance with its legal, regulatory, 
or other responsibilities.

In respect of risk management and information technology, the ARC, 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.
• 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 assess the risk management processes at a level 3 of the maturity model. 

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.

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. 

Legal and Compliance

Risk Management and Information Technology
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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 in-

cluded in the annual report;
• reviewed the Auditor-General’s audit report, the management letter and management responses thereto; and
• 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 com-
mittee 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. 

Evaluation of Annual Financial Statements

P Bosman
Chairperson of the Audit, Risk and Compliance Committee
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Directors’ Report

The directors are pleased to present their report and the audited financial statements for the year ended 31 March 2017. 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 share-
holder represented by the Member of the Executive Council of the 
Department of Economic Affairs and Tourism.

Directors
The composition of the Board, together with summary curricula vi-
tae of each Director is set out in the Corporate Governance Report.

Competency of the Chief 
Financial Officer
In accordance with King IV, the Audit, Risk and Compliance Commit-
tee has assessed the competency of the Chief Financial Officer and 
the Finance Function.

The Audit, Risk and Compliance Committee notes some shortcom-
ings 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 fi-
nancial statements for the year ended 31 March 2017 are in accor-
dance with International Financial Reporting Standards (IFRIS) and 
consistent with those applied in the prior year. 

Critical judgments 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.

Authorised and issued share 
capital
The authorised share capital of the Corporation remained un-
changed at R 1 billion rand worth of Ordinary Shares. Of this the 
Corporation issued R427 589 674 million worth of ordinary shares 
to the Provincial Government of the Eastern Cape (Department 
of Economic Development and Environmental Affairs). The issued 
share capital is made up of 213 794 837 million “A” shares of R1 
each and 213 794 837 million “B” shares of R1 each.

Mandate

R1billion

R427 589 674

R213 794 837

worth of Ordinary Shares for the corporation

worth of ordinary shares were issued to the Provincial 
Government (DEDEA)

“A” shares of R1 each of the issued share capital
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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 xxx 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 2017 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 and 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 recognised that remuneration is a business issue, not purely a human resources issue, as it has a direct impact on operational ex-
penditure, 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.  Accordingly the objec-
tive 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;
•  Established 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.

Divisions, subsidiaries and associate companies
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Fees were paid to directors for the Board, sub-committee and ad-hoc attendance during the financial year under review.

Director’s fees

Board Audit, Risk & 
Compliance
Committee

Social & 
Ethics 

Committee

Human 
Resources & 

Remuneration 
Committee

Funding & 
Investment 
Committee

Governance & 
Nominations 

Committee

Ad-hoc TOTAL

Dladla 137 150.00 5 275.00 5 275.00 5 275.00 5 275.00 15 825.00 412 075.00 586 150.00

Jiya 110 775.00 - 21 100.00 - 102 862.50 10 550.00 116 675.00 361 962.50

Maqetuka 68 575.00 - 31 650.00 42 200.00 - 10 550.00 158 875.00 311 850.00

Damane 84 400.00 - 21 100.00 42 200.00 68 575.00 - 159 500.00 375 775.00

Madiba 84 400.00 42 200.00 - 63 300.00 - 10 550.00 195 800.00 396 250.00

Thobela 68 575.00 - 21 100.00 42 200.00 63 300.00 - 174 700.00 369 875.00

Sishuba 76 487.50 36 925.00 21 100.00 42 200.00 - - 106 125.00 282 837.20

Bosman 68 575.00 84 400.00 - - 47 475.00 5 275.00 148 325.00 354 050.00

Nicholls - 55 387.50 - - - - - 55 387.50

Nqadolo - - - - - -
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SECTION NINE
Report of the Auditor-General 

Report of the auditor-general to Eastern Cape Provincial Legislature on the Eastern Cape 
Development Corporation.

PG//82
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I conducted my audit in accordance with the International 
Standards on Auditing (ISAs). My responsibilities under those 
standards are further described in the auditor-general’s re-
sponsibilities for the audit of the financial statements section 
of my report.

I am independent of the public entity in accordance with the 
International Ethics Standards Board for Accountants’ Code 
of ethics for professional accountants (IESBA code) and the 
ethical requirements that are relevant to my audit in South 
Africa. I have fulfilled my other ethical responsibilities in ac-
cordance with these requirements and the IESBA code.

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

Basis of Opinion

Report on the audit of the 
consolidated and separate 
financial statements

I have audited the consolidated and separate financial statements of the Eastern Cape Development Corporation 
(ECDC) and its subsidiaries set out on pages ... to ..., which comprise the consolidated and separate statement 
of financial position as at 31 March 2017, the consolidated and separate statement of financial performance, 
statement of changes in equity and statement of cash flows for the year then ended, as well as the notes to the 
consolidated and separate financial statements, including a summary of significant accounting policies.

In my opinion, the consolidated and separate financial state-
ments present fairly, in all material respects, the consolidated 
and separate financial position of the ECDC group as at 31 
March 2017, and its financial performance and cash flows for 
the year then ended in accordance with South African State-

ments of Generally Accepted Accounting Practice (SA State-
ments of GAAP) prescribed by the Accounting Standards Board 
and the requirements of the Public Finance Management Act of 
South Africa, 1999 (Act No. 1 of 1999) (PFMA) and the Eastern 
Cape Development Corporation Act, 1997 (Act No. 2 of 1997).

Opinion
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Emphasis of matters

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

R17,04m
Irregular expenditure incurred in the current year is 
disclosed in note 36 to the financial statements.

R38,94m
in material impairments to rental debtors written-off

Material write-offs and 
impairments
Included in note 20 to the consolidated and separate fi-
nancial statements are material write-offs relating to loans 
advanced amounting to R82,35 million and material impair-
ments to rental debtors amounting to R38,94 million.

Non-current asset held for sale
Magwa Enterprises Tea was in the process of being trans-
ferred to the Department of Rural Development and Agrari-
an Reform with effect from March 2017 and as a result has 
not been consolidated in the current year as disclosed in 
note 42 to the consolidated financial statements.

The board of directors, which constitutes the accounting author-
ity, is responsible for the preparation and fair presentation of the 
consolidated and separate financial statements in accordance with 
SA Statements of GAAP and the requirements of the PFMA and for 
such internal control as the accounting officer determines is neces-
sary to enable the preparation of consolidated and separate finan-
cial statements that are free from material misstatement, whether 
due to fraud or error.

In preparing the consolidated and separate financial statements, 
the accounting officer is responsible for assessing the ECDC group’s 
ability to continue as a going concern, disclosing, as applicable, 
matters relating to going concern and using the going concern ba-
sis of accounting unless the intention is to liquidate the entity or 
cease operations, or there is no realistic alternative but to do so.

My objectives are to obtain reasonable assurance about whether 
the consolidated and separate financial statements as a whole are 
free from material misstatement, whether due to fraud or error, 
and to issue an auditor’s report that includes my opinion. Reason-
able assurance is a high level of assurance, but is not a guarantee 
that an audit conducted in accordance with ISAs will always detect 
a material misstatement when it exists. Misstatements can arise 
from fraud or error and are considered material if, individually or in 
aggregate, they could reasonably be expected to influence the eco-
nomic decisions of users taken on the basis of these consolidated 
and separate financial statements.

A further description of my responsibilities for the audit of the con-
solidated and separate financial statements is included in the an-
nexure to the auditor’s report.

Responsibilities of accounting 
authority for the 
financial statements

Auditor-general’s responsibilities 
for the audit of the consolidated 
and separate financial statements
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Report on the audit of the 
consolidated and separate 
financial statements

In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and the general 
notice issued in terms thereof, I have a responsibility to report material findings on the reported performance 
information against predetermined objectives for selected strategic goal presented in the annual performance 
report. I performed procedures to identify findings but not to gather evidence to express assurance.

My procedures address the reported performance information, 
which must be based on the approved performance planning 
documents of the entity. I have not evaluated the completeness 
and appropriateness of the performance indicators included in 
the planning documents. My procedures also did not extend to 
any disclosures or assertions relating to planned performance 
strategies and information in respect of future periods that may 
be included as part of the reported performance information. 
Accordingly, my findings do not extend to these matters.

I evaluated the usefulness and reliability of the reported perfor-
mance information in accordance with the criteria developed 
from the performance management and reporting framework, 
as defined in the general notice, for the following selected stra-
tegic goal presented in the annual performance report of the 
entity for the year ended 31 March 2017:

I performed procedures to determine whether the reported 
performance information was properly presented and whether 
performance was consistent with the approved performance 
planning documents. I performed further procedures to deter-
mine whether the indicators and related targets were measur-
able and relevant, and assessed the reliability of the reported 

performance information to determine whether it was valid, 
accurate and complete.

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

Introduction and scope

Strategic goal 1: stimulate economic activity in priority 
sectors on page X and X
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Report on audit of 
compliance with legislation

Other information

In accordance with the PAA and the general notice issued in terms thereof, I have a responsibility to report material findings on the 
entity’s compliance with specific matters in key legislation. I performed procedures to identify findings but not to gather evidence 
to express assurance. The material findings in respect of the compliance criteria for the applicable subject matters are as follows:

The ECDC and its subsidiaries’ accounting officers are responsi-
ble for the other information. The other information comprises 
the information included in the annual report, which includes 
the director’s report, the audit committee’s report and the 
company secretary’s certificate as required by the Companies 
Act. The other information does not include the consolidated 
and separate financial statements, the auditor’s report thereon 
and the selected strategic goal presented in the annual perfor-
mance report that have been specifically reported on in the au-
ditor’s report.

My opinion on the financial statements and findings on the re-
ported performance information and compliance with legisla-
tion do not cover the other information and I do not express 
an audit opinion or any form of assurance conclusion thereon.

In connection with my audit, my responsibility is to read the 
other information and, in doing so, consider whether the oth-
er information is materially inconsistent with the consolidated 
and separate financial statements and the selected strategic 
objective presented in the annual performance report or my 
knowledge obtained in the audit, or otherwise appears to be 
materially misstated. If, based on the work I have performed on 
the other information obtained prior to the date of this auditor’s 
report, I conclude that there is a material misstatement of this 
other information, I am required to report that fact.

I did not find any material inconsistencies between the other 
information and the consolidated and separate financial state-
ments and the selected strategic goal presented in the annual 
performance report that I have audited.

Introduction and scope

Expenditure management

Effective steps were not taken to prevent irregular expenditure, amounting to R17,04 million as disclosed in 
note 36 of the annual financial statements, in contravention of section 51(1)(b)(ii) of the PFMA.
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Internal control 
deficiencies

I considered internal control relevant to my audit of the consoli-
dated and separate financial statements, reported performance 
information and compliance with applicable legislation; how-
ever, my objective was not to express any form of assurance 
thereon. The matters reported below are limited to the signifi-
cant internal control deficiencies that resulted in the finding on 
compliance with legislation included in this report.

There has been an improvement in financial and performance 
reporting; however, the issue of non-compliance with legisla-
tion remains an area of concern. Oversight and accountability 
should be strengthened for the entity to achieve a better audit 
outcome.
 
Irregular expenditure is a recurring concern for the entity. Pro-
active monitoring is required in order to detect and respond to 
potential deviations from supply chain management prescripts 
so that irregular expenditure can be prevented where possible.

Although risk management activities took place within the en-
tity and the necessary policies and procedures have been for-
mulated and documented, non-compliance with supply chain 
management prescripts was not adequately addressed. This 
has resulted in the reduced effectiveness of internal audit and 
the audit committee.

East London, 31 July 2017
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Annexure — Auditor-general’s 
responsibility for the audit

In addition to my responsibility for the audit of the consolidated 
and separate financial statements, as described in the auditor’s 
report, I also:
• identify and assess the risks of material misstatement of the 

consolidated and separate financial statements whether due 
to fraud or error, design and perform audit procedures re-
sponsive to those risks, and obtain audit evidence that is suf-
ficient and appropriate to provide a basis for my opinion. The 
risk of not detecting a material misstatement resulting from 
fraud is higher than for one resulting from error, as fraud may 
involve collusion, forgery, intentional omissions, misrepresen-
tations or the override of internal control.

• obtain an understanding of internal control relevant to the au-
dit 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.

• evaluate the appropriateness of accounting policies used and 
the reasonableness of accounting estimates and related dis-
closures made by the board of directors, which constitutes 
the accounting authority.

• conclude on the appropriateness of the accounting authority’s 
use of the going concern basis of accounting in the preparation 
of the financial statements. I also conclude, based on the audit 
evidence obtained, whether a material uncertainty exists relat-
ing to events or conditions that may cast significant doubt on 
the ECDC and its subsidiaries’ ability to continue as a going 
concern. If l conclude that a material uncertainty exists, I am 
required to draw attention in my auditor’s report to the relat-
ed disclosures in the financial statements about the material 
uncertainty or, if such disclosures are inadequate, to modify 

the opinion on the financial statements. My conclusions are 
based on the information available to me at the date of the 
auditor’s report. However, future events or conditions may 
cause a public entity to cease operating as a going concern.

• evaluate the overall presentation, structure and content of the 
financial statements, including the disclosures, and whether 
the financial statements represent the underlying transac-
tions and events in a manner that achieves fair presentation.

• obtain sufficient appropriate audit evidence regarding the fi-
nancial information of the entities or business activities within 
the group to express an opinion on the consolidated financial 
statements. I am responsible for the direction, supervision 
and performance of the group audit. I remain solely responsi-
ble for my audit opinion.

Communication with those 
charged with governance

Communicate with the accounting authority regarding, among 
other matters, the planned scope and timing of the audit and 
significant audit findings, including any significant deficiencies 
in internal control that I identify during my audit.

also confirm to the accounting authority that I have complied 
with relevant ethical requirements regarding independence, 
and communicate all relationships and other matters that may 
reasonably be thought to have a bearing on my independence 
and, where applicable, related safeguards.

Financial statements

As part of an audit in accordance with the ISAs, I exercise professional judgement and maintain professional 
scepticism throughout my audit of the consolidated and separate financial statements, and the procedures per-
formed on reported performance information for selected strategic goal and on the entity’s compliance with 
respect to the selected subject matters.
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SECTION EIGHT
Annual Financial Statements

Lorem ipsum dolor sit amet, consectetur adipiscing elit. Nunc mi lorem, mattis et arcu sed, 
ultrices fermentum nisl. Maecenas non nunc dignissim, vestibulum neque vel, vestibulum 

lorem. Aliquam eu gravida metus.

PG//90
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Figures in Rand thousand Group Company

Assets Note(s) 2017 2016 2015 2017 2016 2015

Non-Current Assets 38 - - 24240 - - -

Biological assets 2 1201012 1097747 929461 1130205 1032197 874361

Property, plant and equipment 3 52653 58706 94428 26169 22522 24461

Intangible assets 39 354 577 5418 307 475 98

Investments in subsidiaries 4 - - - 23011 23012 23012

Investments in associates 5 29736 26798 23919 - - -

Loans to group companies 6 - - - 27288 24939 22141

Investments 7 28079 35252 35394 25072 31954 31857

Operating lease asset 344 613 650 - - -

Loans advanced 9 47144 45731 14848 47144 45663 14848

359322 265424 128358 279196 180762 990778

Current Assets

Inventories 41 - 2033 3073 - - -

Current tax receivable - 85 85 - - -

Trade and other receivables 10 57050 40153 25211 55187 35409 20062

Loans advanced 9 32911 36987 87112 32911 36880 87112

Cash and cash equivalents 11 182557 270735 301274 155417 247000 279077

272518 349993 416755 243515 319289 386251

Non-current assets held for sale 42 13839 8985 4245 4315 8985 4245

Total Assets 645679 624402 549358 527026 509036 381274

Equity and Liabilities

Equity Attributable to Equity
Holders of Parent

Share capital 12 427 590 427 590 427 590 427 590 427 590 427 590

Reserves 13 403 554 409 739 427 949 404 754 409 739 410 540

Retained income 583 135 528 310 415 060 424 737 370 173 283 984

1 414 279 1 365 639 1 270 599 1 257 081 1 207 502 1 122 114

Non-controlling interest 1 195 1 114 (5 666) - - -

1 415 474 1 366 753 1 264 933 1 257 081 1 207 502 1 122 114

Non-Current Liabilities

Loans from group companies 6 - - - 59 751 57 913 52 720

Loans from shareholders 40 - - 28 306 - - -

Interest bearing borrowings 14 - - 23 875 - - 198

Finance lease obligation 43 - 11 541 - - 508

Operating lease liability 6 15 80 - - -

Retirement benefit obligation 15 31 565 29 923 27 210 31 565 29 923 27 210

Deferred income 16 806 379 504 - - -

Deferred tax 8 5 22 16 - - -

32 382 30 350 80 532 91 316 87 836 80 636

Statement of Financial Position as at 31 March 2015
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Group Company

Current Liabilities Note(s) 2017 2016 2015 2017 2016 2015

Loans from shareholders 40 - - 508 - - -

Interest bearing borrowings 14 - 235 507 - 235 507

Current tax payable 66 66 108 - - -

Finance lease obligation 43 11 530 553 - 508 508

Operating lease liability 13 68 101 - - -

Trade and other payables 17 85 947 89 987 91 299 84 296 89 054 75 549

Deferred income 16 106 329 136 413 110 817 94 333 123 901 101 960

192 366 227 299 203 893 178 629 213 698 178 524

Liabilities of disposal groups 42 5 457 - - - - -

Total Liabilities 230 205 257 649 284 425 269 945 301 534 259 160

Total Equity and Liabilities 1 645 679 1 624 402 1 549 358 1 527 026 1 509 036 1 381 274

Group Company

Current Liabilities Note(s) 2017 2016 2017 2016

Continuing operations

Revenue 19 138 272 137 932 123 551 123 918

Other income 55 192 25 445 56 038 25 325

Government grants 156 643 178 461 141 864 153 518

Operating expenses (415 878) (440 469) (386 564) (399 112)

Operating loss 20 (65 771) (98 631) (65 111) (96 351)

Investment revenue 22 10 539 10 002 11 243 10 890

Fair value adjustments 23 110 307 177 834 108 548 171 773

Income from equity accounted investments 2 938 2 880 - -

Finance costs 24 (128) (133) (116) (123)

Profit before taxation 57 885 91 952 54 564 86 189

Taxation 25 16 (6) - -

Profit from continuing operations 57 901 91 946 54 564 86 189

Discontinued operations

Loss from discontinued operations 42 (3 524) (53 696) - -

Profit for the year 54 377 38 250 54 564 86 189

Other comprehensive income:

Available-for-sale financial assets adjustments (7 000) - (7 000) -

Gains and losses on property revaluation 815 (801) 2 015 (801)

Other comprehensive (loss) income for the year net of taxation 35 (6 185) (801) (4 985) (801)

Total comprehensive income for the year 48 192 37 449 49 579 85 388

Statement of Comprehensive Income



PG//94

Group Company

Current Liabilities Note(s) 2017 2016 2017 2016

Continuing operations

Revenue 19 138 272 137 932 123 551 123 918

Other income 55 192 25 445 56 038 25 325

Government grants 156 643 178 461 141 864 153 518

Operating expenses (415 878) (440 469) (386 564) (399 112)

Operating loss 20 (65 771) (98 631) (65 111) (96 351)

Investment revenue 22 10 539 10 002 11 243 10 890

Fair value adjustments 23 110 307 177 834 108 548 171 773

Income from equity accounted investments 2 938 2 880 - -

Finance costs 24 (128) (133) (116) (123)

Profit before taxation 57 885 91 952 54 564 86 189

Taxation 25 16 (6) - -

Profit from continuing operations 57 901 91 946 54 564 86 189

Discontinued operations

Loss from discontinued operations 42 (3 524) (53 696) - -

Profit for the year 54 377 38 250 54 564 86 189

Other comprehensive income:

Available-for-sale financial assets adjustments (7 000) - (7 000) -

Gains and losses on property revaluation 815 (801) 2 015 (801)

Other comprehensive (loss) income for the year net of taxation 35 (6 185) (801) (4 985) (801)

Total comprehensive income for the year 48 192 37 449 49 579 85 388

Attributable to:

Owners of the parent:

Profit for the year from continuing operations 57 820 91 880 54 564 86 189

Loss for the year from discontinuing operations (3 524) (53 696) - -

Profit for the year attributable to owners of the parent 54 296 38 184 54 564 86 189

Non-controlling interest:

Profit for the year from continuing operations 81 66 - -

Total comprehensive income attributable to:

Owners of the parent 48 111 37 383 49 579 85 388

Non-controlling interest 81 66 - -

48 192 37 449 49 579 85 388

Other comprehensive income:

Available-for-sale financial assets adjustments (7 000) - (7 000) -

Gains and losses on property revaluation 815 (801) 2 015 (801)

Other comprehensive income for the year net of taxation 35 (6 185) (801) (4 985) (801)

Statement of Comprehensive Income
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Group Share 
capital

Revaluation
reserve

Fair value
adjustment assets

available-forsale
reserve

Other 
NDR

Total 
reserves

Retained
income

Total attributable to
equity holders of the 

group / company

Non-
controlling

interest

Total 
equity

Balance at 01 April 2015 427 590 21 004 22 680 384 265 427 949 415 060 1 270 599 (5 666) 1 264 933

Profit for the year - - - - - 38 184 38 184 66 38 250

Total comprehensive income for the year - - - - - 38 184 38 184 66 38 250

Oceanwise - discontinued operations - (17 409) - - (17 409) 75 066 57 657 6 714 64 371

Revaluation of PPE calculated incorrectly - (801) - - (801) - (801) - (801)

Total contributions by and distributions to owners of company recognised directly in equity - (18 210) - - (18 210) 75 066 56 856 6 714 63 570

Opening balance as previously reported Adjustments 427 590 2 794 22 680 384 265 409 739 535 769 1 373 098 1 114 1 374 212

Prior period errors (refer to note 38) - - - - - (7 459) (7 459) - (7 459)

Balance at 01 April 2016 as restated 427 590 2 794 22 680 384 265 409 739 528 310 1 365 639 1 114 1 366 753

Profit for the year - - - - - 54 296 54 296 81 54 377

Fair value gains/Profit or (Loss) - 815 (7 000) - (6 185) - (6 185) - (6 185)

Total comprehensive income for the year - 815 (7 000) - (6 185) 54 296 48 111 81 48 192

ECMA  - discontinued operations - - - - - 126 126 - 126

USICO - discontinued operations - - - - - 403 403 - 403

Total contributions by and distributions to owners of company recognised directly in equity - - - - - 529 529 - 529

Balance at 31 March 2017 427 590 3 609 15 680 384 265 403 554 583 135 1 414 279 1 195 1 415 474

Company

Balance at 01 April 2015 427 590 3 595 22 680 384 265 410 540 283 984 1 122 114 - 1 122 114

Profit for the year - - - - - 86 189 86 189 - 86 189

Fair value gains transferred/Profit or (Loss) - (801) - - (801) - (801) - (801)

Total comprehensive income for the year - (801) - - (801) 86 189 85 388 - 85 388

Opening balance as previously reported Adjustments 427 590 3 595 22 680 384 265 410 540 377 591 1 215 721 - 1 215 721

Prior year adjustments (refer to note 38) - (801) - - (801) (7 418) (8 219) - (8 219)

Balance at 01 April 2016 as restated 427 590 2 794 22 680 384 265 409 739 370 173 1 207 502 - 1 207 502

Profit for the year - - - - - 54 564 54 564 - 54 564

Fair value gains transferred/Profit or (Loss) - 2 015 (7 000) - (4 985) - (4 985) - (4 985)

Total comprehensive income for the year - 2 015 (7 000) - (4 985) 54 564 49 579 - 49 579

Balance at 31 March 2017 427 590 4 809 15 680 384 265 404 754 424 737 1 257 081 - 1 257 081

Statement of Changes in Equity
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Group Share 
capital

Revaluation
reserve

Fair value
adjustment assets

available-forsale
reserve

Other 
NDR

Total 
reserves

Retained
income

Total attributable to
equity holders of the 

group / company

Non-
controlling

interest

Total 
equity

Balance at 01 April 2015 427 590 21 004 22 680 384 265 427 949 415 060 1 270 599 (5 666) 1 264 933

Profit for the year - - - - - 38 184 38 184 66 38 250

Total comprehensive income for the year - - - - - 38 184 38 184 66 38 250

Oceanwise - discontinued operations - (17 409) - - (17 409) 75 066 57 657 6 714 64 371

Revaluation of PPE calculated incorrectly - (801) - - (801) - (801) - (801)

Total contributions by and distributions to owners of company recognised directly in equity - (18 210) - - (18 210) 75 066 56 856 6 714 63 570

Opening balance as previously reported Adjustments 427 590 2 794 22 680 384 265 409 739 535 769 1 373 098 1 114 1 374 212

Prior period errors (refer to note 38) - - - - - (7 459) (7 459) - (7 459)

Balance at 01 April 2016 as restated 427 590 2 794 22 680 384 265 409 739 528 310 1 365 639 1 114 1 366 753

Profit for the year - - - - - 54 296 54 296 81 54 377

Fair value gains/Profit or (Loss) - 815 (7 000) - (6 185) - (6 185) - (6 185)

Total comprehensive income for the year - 815 (7 000) - (6 185) 54 296 48 111 81 48 192

ECMA  - discontinued operations - - - - - 126 126 - 126

USICO - discontinued operations - - - - - 403 403 - 403

Total contributions by and distributions to owners of company recognised directly in equity - - - - - 529 529 - 529

Balance at 31 March 2017 427 590 3 609 15 680 384 265 403 554 583 135 1 414 279 1 195 1 415 474

Company

Balance at 01 April 2015 427 590 3 595 22 680 384 265 410 540 283 984 1 122 114 - 1 122 114

Profit for the year - - - - - 86 189 86 189 - 86 189

Fair value gains transferred/Profit or (Loss) - (801) - - (801) - (801) - (801)

Total comprehensive income for the year - (801) - - (801) 86 189 85 388 - 85 388

Opening balance as previously reported Adjustments 427 590 3 595 22 680 384 265 410 540 377 591 1 215 721 - 1 215 721

Prior year adjustments (refer to note 38) - (801) - - (801) (7 418) (8 219) - (8 219)

Balance at 01 April 2016 as restated 427 590 2 794 22 680 384 265 409 739 370 173 1 207 502 - 1 207 502

Profit for the year - - - - - 54 564 54 564 - 54 564

Fair value gains transferred/Profit or (Loss) - 2 015 (7 000) - (4 985) - (4 985) - (4 985)

Total comprehensive income for the year - 2 015 (7 000) - (4 985) 54 564 49 579 - 49 579

Balance at 31 March 2017 427 590 4 809 15 680 384 265 404 754 424 737 1 257 081 - 1 257 081
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Group Company

Note(s) 2017 2016 2017 2016

Cash flows from operating activities

Cash used in operations 26 (113 963) (73 827) (119 043) (87 912)

Interest income 8 908 9 900 7 459 8 916

Dividends received 742 101 624 -

Finance costs (128) (133) (116) (123)

Tax received 27 85 - - -

Net cash used in operating activities (104 356) (63 959) (111 076) (79 119)

Cash flows from investing activities

Purchase of property, plant and equipment 3 (1 691) (1 297) (809) (1 019)

Sale of property, plant and equipment 3 13 1 2 -

Purchase of investment property 2 (3 706) - - -

Sale of investment property 2 15 919 5 171 15 815 5 171

Purchase of intangible assets 39 (83) (538) (17) (473)

Loans advanced to group companies (5 169) (13 762) (5 680) (680)

Loans disbursed (163 037) (90 147) (163 037) (90 079)

Loans collected 174 030 135 100 173 962 135 100

Net cash generated from investing activities 16 276 34 528 20 236 48 020

Cash flows from financing activities

Repayment of interest bearing borrowings (235) (470) (235) (470)

Finance lease payments (530) (525) (508) (508)

Net cash flows of discontinued operations 688 239 - -

Net cash from financing activities (77) (756) (743) (978)

Total cash movement for the year (88 157) (30 187) (91 583) (32 077)

Cash and cash equivalents at the beginning of the year 270 735 301 274 247 000 279 077

Decoupling of MAGWA/OCEANWISE (21) (352) - -

Cash and cash equivalents at the end of the year 11 182 557 270 735 155 417 247 000

Statement of Cash Flows
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Accounting Policies

The consolidated annual financial statements of the Eastern 
Cape Development Corporation have been prepared in accor-
dance with South African Statements of Generally Accepted Ac-
counting Practice as prescribed by the Accounting Standards 
Board and in the manner required by the Public Finance Man-
agement 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 build-
ings, 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 Ac-
cepted 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 account-
ing 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 con-
solidated annual financial statements are prepared using ac-
crual 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 set-
tle 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 fu-
ture economic benefits associated with it will flow to the Group
and its cost or fair value can be measured reliably. A liability, be-
ing 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.

1. Presentation of Consolidated 
Annual Financial Statements
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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.

Investment property is held for long-term rental yields 
or for capital appreciation or both and comprises prop-
erties 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. In-
vestment properties are initially measured at cost, in-
cluding transaction costs, and are subsequently stated 
at fair value determined by an independent sworn ap-
praiser, 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 mea-
sured at fair value. Fair value gains and losses are recognised in 
the profit or loss for the period.

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 sub-
sequently to add to, replace part of, or service it. If a replace-
ment cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the re-
placed part is derecognised.

Property, plant and equipment is carried at cost less accumulat-
ed 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 re-
valuation less any subsequent accumulated depreciation and 
subsequent accumulated impairment losses.

Recognised amounts in the consolidated annual financial state-
ments 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.

Post-balance sheet events

1.1 Presentation of Consolidated 
Annual Financial Statements

1.2 Property, plant and 
equipment
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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 as-
sets, liabilities, income, expenses and cash flows of the corporation 
and its subsidiaries. The results of the subsidiaries acquired or dis-
posed during the year are included 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 accu-
mulated impairment.

The cost of an investment in a subsidiary is the aggregate of:
•  the fair value, at the date of exchange, of assets given, liabil-

ities 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.

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 prop-
erty, 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 dif-
ference between the net disposal proceeds, if any, and the carrying 
amount of the item.

1.3 Investments in subsidiaries

Item Average useful life

Land Indefinite

Buildings and infrastructure 25 - 50 years

Finance lease asset 3 - 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

Other Property, plant and equipment 5 - 6 years
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Associates are entities, including unincorporated partnerships and companies without a share capital, over 
which the Group exercises significant influence.

1.4 Investments in associates

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 invest-
ment 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 car-
rying 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 unre-
lated 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 as-
sociate’s identifiable assets, liabilities and contingent liabilities 
over the cost is excluded from the carrying amount of the in-
vestment 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 Corpo-
ration holds a long-term equity interest and over which it exer-
cises a significant influence over its financial and operating pol-
icies, 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 consid-
ered to be a permanent diminution in the value of the investment.
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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 accumulat-
ed 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. Val-
ue in use is estimated taking into account future cash flows, fore-
cast 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. Subse-
quent 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 re-
maining 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 car-
rying amount that would have been recognised had no im-
pairment 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.

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, ex-
cept 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 be-
comes 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 val-
ue through profit or loss are recognised in profit or loss.

1.5 Impairment of assets

1.6 Financial instruments
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Subsequent measurement

Financial instruments at fair value through profit or loss are sub-
sequently 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 rec-
ognised in profit or loss as part of other income when the group’s 
right to receive payment is established.

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 im-
pairment 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 accumulat-
ed 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 calcu-
lated 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 disclosed as commit-
ments 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 finan-
cial 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 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 avail-
able-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 sub-
sidiaries, subsidiaries, joint ventures and associates and are rec-
ognised 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 rec-
ognition, 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 in-
vestment is determined by the intention to keep the investment 
on a long term basis.
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Trade and other receivables

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at am-
ortised 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. Signif-
icant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reor-
ganisation, 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 subse-
quently 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 val-
ue, and are subsequently measured at amortised cost, using the 
effective interest rate method. Any difference between the pro-
ceeds (net of transaction costs) and the settlement or redemption 
of borrowings is recognised over the term of the borrowings in ac-
cordance 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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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 in-

struments 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 pro-
ceeds 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 com-
ponent is initially measured at the residual amount after deducting 
from the fair value of the compound instrument the amount sepa-
rately 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 div-
idends within equity in the period in which they are payable. Divi-
dends for the year that are declared after the balance sheet date are 
disclosed in the notes.

1.7 Share capital and equity 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 bene-
fit 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 as-
surance 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 be-
comes 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. 
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1.9 Revenue

Revenue is measured at the fair value of the consideration re-
ceived or receivable and represents the amounts receivable for 
goods, services and operating lease income provided in the nor-
mal 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.

1.10 Employee benefits

Short-term employee benefits

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

Employee benefits cost include all forms of consideration given in 
exchange for services rendered by employees. The cost of provid-
ing employee benefits is recognised in profit or loss in the period 
they are earned by employees. The cost of shortterm 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 ab-
sences is recognised as an expense as the employees render ser-
vice that increases their entitlement or, in the case of non-accumu-
lating 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 pro-
jected 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 indus-
try-managed (or state plans) retirement benefit schemes are dealt 
with as defined contribution plans where the group’s obligation un-
der the schemes is equivalent to those arising in a defined contri-
bution retirement benefit plan.

Defined benefit plans

For defined benefit plans the cost of providing the benefits is deter-
mined using the projected unit credit method. Actuarial valuations 
are conducted on an annual basis by independent actuaries sepa-
rately for each plan.
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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.

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 com-
mitted 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 ob-
ligation, 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 unrec-
ognised 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 re-
duction in future contributions to the plan.

1.11 Leases
A lease is classified as a finance lease if it transfers substantially 
all the risks and rewards incidental to ownership. A lease is clas-
sified 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 pay-

ments. 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 borrow-
ing 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 ar-
ranging operating leases are added to the carrying 
amount of the leased asset and recognised as an ex-
pense 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 prof-
it 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.

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.
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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 de-
ductible 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 de-
ductible 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 dif-
ferences, unless specifically exempt, at the tax rates that have 
been enacted or substantially enacted at the statement of finan-
cial 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 dif-
ferences 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 prob-
able that the temporary difference will not reverse in the forsee-
able future.

A deferred tax asset is recognised for the carry forward of un-
used 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 real-
ised or the liability is settled, based on tax rates (and tax laws) 
that have been enacted or substantively enacted by the state-
ment of financial position date.

The consolidated annual financial statements are prepared 
in accordance with and comply with SA GAAP and its inter-
pretations adopted by the Accounting Practices Board. In 
the preparation of the consolidated annual financial state-
ments 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 impair-
ment in accordance with accounting policy 1.5. Impair-
ment 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 fu-
ture 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 provi-
sion 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 occur-
rence 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.

1.12 Tax
1.13 Key assumptions 
concerning the future and key 
sources of estimation
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Provisions, contingent liabilities and contingent assets

Provisions
Provisions are recognised when:
• The company has a present legal or constructive obligation as 

a result of past events.
• It is probable that an outflow of resources embodying economic 

benefits will be required to settle the obligation.
• A reliable estimate of the obligation can be made.

Provisions are measured at the present value of the expenditures 
expected to be required to settle the obligation using pretax rate 
that reflects current market assessments of the time value of 
money and the risks specific to the obligation. Provisions are not 
recognized for future operating losses. The increase in the pro-
vision due to passage of time is recognized as interest expense.

Contingent liabilities

Contingent liabilities are possible obligations that arise from past 
events and whose existence will be confirmed only by the occur-
rence or non-occurrence of one or more uncertain future events 
not wholly within the control of the Group. Contingent liabilities 
are not recognised in the Statement of Financial Position but are 
disclosed in the notes to achieve fair presentation.

Contingent assets
Contingent assets are disclosed where an inflow of economic 
benefits is probable. When the realization of income is virtually 
certain, then the related asset is not a contingent asset and its 
recognition is appropriate.

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 pro-
jected future activities of the entity. These values are established 
either by independent valuers or management and are reviewed 
by the Development Investment Committee.

1.14 Interest bearing borrowing 
and borrowing costs

Interest bearing borrowings are initially measured at fair value, 
and are subsequently measured at amortised cost, using the ef-
fective 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 in-
vestment of those borrowings.

•  Weighted average of the borrowing costs applicable to the en-
tity on funds generally borrowed for the purpose of obtaining 
a qualifying asset. The borrowing costs capitalised do not ex-
ceed 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 borrow-
ing costs are recognised as an expense in the period in which 
they are incurred.

1.15 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 aris-
ing 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.
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1.16 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 capi-
talised only when it increases the future economic benefits em-
bodied in the specific asset to which it relates. All other expendi-
ture is recognised in the Statement of Financial Performance as 
an expense when incurred.

Amortisation

Amortisation is charged to the Statement of Financial Perfor-
mance 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.

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

1.18 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. Manage-
ment 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 mea-
sured 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.

1.19 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 expen-
diture is classified in accordance with the nature of the expense, 
and where recovered, it is subsequently accounted for as reve-
nue in the statement of financial performance.

1.20 Irregular expenditure
Irregular expenditure as defined in section 1 of the PFMA is ex-
penditure other than unauthorised expenditure, incurred in con-
travention of or that is not in accordance with a requirement of 
any applicable legislation, including
a) PFMA, or
b) any provincial legislation providing for procurement procedures 
in provincial government.

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

1 - 5 years
is the estimated useful live of computer software
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Irregular expenditure that was incurred and identified during the current financial year and for which con-
donement 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 ex-
penditure 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 expendi-
ture 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 State-
ment of Financial Performance.

1.21 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.

PG//112
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2017 2016 2015

Group Cost /
Valuation

Accumulated
depreciation

Carrying 
value

Cost /
Valuation

Accumulated
depreciation

Carrying 
value

Cost /
Valuation

Accumulated
depreciation

Carrying 
value

Investment 
property

1 201 012 - 1 201 012 1 097 747 - 1 097 747 929 461 - 929 461

Company

Investment 
property

1 130 205 - 1 130 205 1 032 197 - 1 032 197 874 361 - 874 361

Reconciliation of investment property - 
Group - 2017

Opening
balance

Additions Disposals Transfers Fair value
adjustments

Total

Investment property 1 097 747 3 706 (12 979) 1 940 110 598 1 201 012

Reconciliation of investment property - 
Group - 2016

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

Reconciliation of investment property - Company - 2017 Opening
balance

Disposals Transfers Fair value
adjustments

Total

Investment property 1 032 197 (12 480) 1 940 108 548 1 130 205

Reconciliation of investment property - 
Group - 2015

Investment property 2 051 831 (12 452) 6 554 (1 280 060) 163 588 929 461

Reconciliation of investment property - Company - 2016

Investment property 874 361 (9 196) (4 741) 171 773 1 032 197

Reconciliation of investment property - Company - 2015

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

Notes to the Consolidated Annual Financial Statements

2. Investment Property

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 - 2017 Percentage Value Number

Type of properties

Residential 33 369 653 408

Commercial 46 521 345 369

Vacant land 15 166 663 982

Industrial 2 24 136 11

Other 4 48 408 81

100 1 130 205 1 851

Corporation - 2016

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

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

The fair values of the Investment Properties are based on valuations by independent valuers who hold the relevant professional qualifica-
tions 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 prop-
erties 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 includ-
ed 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.
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Investment Property (continued)

Freehold title is held as follows: Corporation - 2017 Percentage Value Number

Corporation 82 928 091 1 749

Government 7 81 158 62

Tribal land 6 66 731 10

Municipality 5 54 225 30

100 1 130 205 1 851

Freehold title is held as follows: Corporation - 2016

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

Freehold title is held as follows: Corporation - 2015

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

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 the 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 prop-

erties are situated on forestry estates and hotels on the Wild Coast. 
The Corporation’s right to occupy properties to the value of R66.7 
million (2016: R65.4 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.
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3. Property, plant and equipment

2017 2016 2015

Group Cost / 
Valuation

Accumulated 
depreciation

Carrying 
value

Cost / 
Valuation

Accumulated 
depreciation

Carrying 
value

Cost / 
Valuation

Accumulated 
depreciation

Carrying 
value

Land 4 465 - 4 465 4 465 - 4 465 4 315 - 4 315

Buildings and 
infrastructure

58 703 (13 045) 45 658 55 188 (12 438) 42 750 60 211 (11 268) 48 943

Finance lease asset 1 603 (1 596) 7 1 603 (1 073) 530 1 603 (549) 1 054

Plant and machinery 835 (251) 584 11 543 (4 281) 7 262 35 486 (12 995) 22 491

Furniture and 
fixtures

3 315 (2 624) 691 3 490 (2 462) 1 028 3 171 (2 263) 908

Motor vehicles 184 (184) - 2 552 (1 141) 1 411 3 075 (1 460) 1 615

Office equipment 1 106 (773) 333 734 (603) 131 796 (658) 138

IT equipment 10 805 (9 996) 809 10 767 (9 918) 849 10 365 (9 681) 684

Leasehold 
improvements

- - - - - - 20 737 (6 960) 13 777

Other property, plant 
and equipment

2 082 (1 976) 106 2 301 (2 021) 280 2 577 (2 074) 503

Total 83 098 (30 445) 52 653 92 643 (33 937) 58 706 142 336 (47 908) 94 428

Company 

Land 3 265 - 3 265 3 265 - 3 265 3 265 - 3 265

Buildings and 
infrastructure

31 183 (9 996) 21 187 26 468 (9 389) 17 079 27 191 (8 219) 18 972

Leasehold property 1 523 (1 523) - 1 523 (1 016) 507 1 523 (508) 1 015

Furniture and 
fixtures

3 014 (2 421) 593 2 984 (2 206) 778 2 719 (2 017) 702

Motor vehicles 184 (184) - 184 (184) - 184 (184) -

Office equipment 1 029 (632) 397 655 (542) 113 623 (526) 97

IT equipment 10 129 (9 402) 727 9 854 (9 076) 778 9 211 (8 806) 405

Other property, plant 
and equipment

1 766 (1 766) - 1 766 (1 764) 2 1 766 (1 761) 5

Total 52 093 (25 924) 26 169 46 699 (24 177) 22 522 46 482 (22 021) 24 461
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Reconciliation of property, plant and equipment:

Group - 2017 Opening
balance

Additions Disposals Revaluations Other changes,
movements

Depreciation Total

Land 4 465 - - - - - 4 465

Buildings and infrastructure 42 750 2 700 - 815 - (607) 45 658

Finance lease asset 530 - - - - (523) 7

Plant and machinery 7 262 644 - - (7 127) (195) 584

Furniture and fixtures 1 028 45 - - (112) (270) 691

Motor vehicles 1 411 - - - (1 411) - -

Office equipment 131 461 (2) - (58) (199) 333

IT equipment 849 518 (8) - (18) (532) 809

Other property, plant and equipment 280 23 - - (184) (13) 106

58 706 4 391 (10) 815 (8 910) (2 339) 52 653

Reconciliation of property, plant and equipment:

Group - 2016 Opening
balance

Additions Transfers 
and

disposals

Classified 
as held 
for sale

Transfers Revaluations Other 
changes,

movements

Depreciation
and

Impairment

Total

Land 4 315 - - - - 150 - - 4 465

Buildings and 
infrastructure

48 943 - - - (4 300) - (802) (1 091) 42 750

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 
and equipment

503 11 - (162) - - - (72) 280

94 428 1 297 (21) (28 566) (4 300) 150 (802) (3 480) 58 706
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Reconciliation of property, plant and equipment:

Company - 2017 Opening
balance

Additions Disposals Revaluations Other changes,
movements

Depreciation Total

Land 3 265 - - - - - 3 265

Buildings and infrastructure 17 079 2 700 - 2 015 - (607) 21 187

Finance lease asset 507 - - - - (507) -

Furniture and fixtures 778 30 - - - (215) 593

Office equipment 113 366 (2) - (22) (102) 397

IT equipment 778 413 (7) - (22) (435) 727

Other property, plant and equipment 2 - - - - (2) -

22 522 3 509 (9) 2 015 - (1 868) 26 169

Reconciliation of property, plant and equipment:

Group - 2015 Opening
balance

Additions Additions
through

business
combinations

Transfers 
and

disposals

Revaluations Other 
changes,

movements

Depreciation Impairment
loss

Total

Land 8 136 - - (3 821) - - - - 4 315

Buildings and 
infrastructure

499 277 - - (449 529) (458) 3 595 (3 942) - 48 943

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 
improvements

- - 20 737 - - - (640) (6 320) 13 777

Other property, plant 
and equipment

2 543 28 262 (2 148) - - (130) (52) 503

543 092 651 45 946 (475 661) (458) (7 569) (16 679) 94 428
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Reconciliation of property, plant and equipment:

Company - 2016 Opening balance Additions Disposals Other changes,
movements

Depreciation Total

Land 3 265 - - - - 3 265

Buildings and infrastructure 18 972 - - (802) (1 091) 17 079

Leasehold property 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 5 - - - (3) 2

24 461 1 019 (15) (802) (2 141) 22 522

Company - 2016 2017 2016 2015 - - -

Property, plant and equipment - - 49 794 - - -

Finance lease asset 7 23 39 - - -

Reconciliation of property, plant and equipment:

Company - 2015

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 - - - (2) 5

24 888 449 (10) 4 648 (5 514) 24 461

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. There are no restrictions on the title to the property, plant and equipment.

Revaluations

The effective date of the revaluations was 31 March 2017. The fair 
values of the office buildings are based on valuations by indepen-
dent 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.

Every 3 years
The office buildings are re-valued independently
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The carrying value of the revalued assets under the cost model would have been:

Company - 2016 2017 2016 2015 2017 2016 2015

Office Buildings 21 772 24 764 24 582 9 729 14 523 13 787

Name of company % holding 
2017

% holding 
2016

% holding 
2015

Carrying 
amount 2017

Carrying 
amount 2016

Carrying 
amount 2015

Umthatha Holiday Inn 49.5 49.5 49.5 29 736 26 798 23 919

Name of company Carrying amount 2017 Carrying amount 2016 Carrying amount 2015

Various subsidiaries (Listed in note 6) 24 341 24 342 24 342

Impairment of investment in subsidiaries 24 341 (1 330) 24 342 (1 330) 24 342 (1 330)

23 011 23 012 23 012

The group holds a 49.95% (2014:49.95%) interest in the associate of which 9.95% (2014:9.95%) is held by the Corporation. Mthatha hotel (Pty) 
LTD is the operating company of the Umthatha Hiliday Inn, whose principal place of business is Umthatha in the Eastern Cape.

4. Investments in subsidiaries

5. Investments in associates
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Group Company

Subsidiaries 2017 2016 2015 2017 2016 2015

Windsor Hotel (Pty) LTD - - - 742 919 1 028

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 5 585 - - 5 585 5 584 5 584

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

The loan is interest free and has no fixed terms of repayment.

Centre for Investment and Marketing in the Eastern Cape (CIMEC) - - - 17 874 15 372 13 363

The loan is interest free and has no fixed terms of repayment.

Transido (Pty) LTD - - - 78 160 78 137 78 113

The loan is interest free and has no fixed terms of repayment.

Umtata Small Industries Complex (Pty) LTD (USICO) - - - -                     
-

- 403

The loan is interest free and has no fixed terms of repayment.

Transkei Share Investment Company Limited (INTRASHARE) - - - (15 608) (15 635) (15 662)

The loan is interest free and has no fixed terms of repayment.

TDC Property Investments (Pty) LTD - - - (1 931) (1 861) (1 890)

Transdev Properties (Pty) LTD - - - (42 212) (40 417) (35 168)

The loan is interest free and has no fixed terms of repayment. -

Impairment of loans to subsidiaries 5 585 
(5 585)

13 762 
(13 762)

-
-

44 610
(77 073)

57 861
(90 835)

57 181
(87 760)

- - -  (32 463) (32 974) (30 579)

Group Company

Associates 2017 2016 2015 2017 2016 2015

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.

Impairment of loans to associates 4 333 
(4 333)

4 333 
(4 333)

4 333 
(4 333)

4 333 
(4 333)

4 333 
(4 333)

4 333 
(4 333)

- - - - - -

6. Loans to (from) group companies

IIncluded in the balances owed to / (from) group companies above is a loan owed by Magwa Enterprise Tea (Pty) Ltd. The Eastern Cape De-
velopment Corporation (ECDC) has 100% shareholding in this company, which it holds on behalf of the Eastern Cape Provincial Government. 
However ,the shareholding has been transferred to Eastern Cape Department of Rural Development and Agragrian Reform with effect from 
01 April 2017.
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Investments

At fair value through profit or loss - designated

Listed shares 3 007 3 298 3 537 - - -

Available for sale

Unlisted shares 16 500 23 500 23 500 16 500 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 21 079 20 961 20 864 21 079 20 961 20 864

Held to maturity (impairments) 69 981
(61 409)

69 863
(61 409)

69 766
(61 409)

69 981
(61 409)

69 863
(61 409)

69 766
(61 409)

8 572 8 454 8 357 8 572 8 454 8 357

Total other financial assets 28 079 35 252 35 394 25 072 31 954 31 857

Non-current assets

At fair value through profit or loss - designated 3 007 3 298 3 537 - - -

Available-for-sale 16 500 23 500 23 500 16 500 23 500 23 500

Held to maturity 8 572 8 454 8 572 8 454 8 357

28 079 35 252 35 394 25 072 31 954 31 857

Group Company

Associates 2017 2016 2015 2017 2016 2015

Non-current assets - - - 27 288 24 939 22 141

Non-current liabilities (59 751) (57 913) (52 720)

- - - (32 463) (32 974) (30 579)

7. Investments

The ECDC holds 42% of Worthytrade 93 (Pty) Ltd, which was then granted a loan to invest in a new venture. However, the venture could 
not raise adequate capital to commence with operations. Therefore Worthytrade 93 (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. Worthytrade 93 (Pty) 
Ltd has subsequently been deregistered.

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.

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. 
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Group Company

Level 1 2017 2016 2015 2017 2016 2015

Listed shares 3 007 3 298 3 537 - - -

Cash and cash equivalents 182 557 270 735 301 274 155 417 247 000 279 077

185 564 274 033 304 811 155 417 247 000 279 077

Level 3

Investment securities 8 572 8 454 8 357 8 572 8 454 8 357

Loans and receivables 137 449 123 484 127 821 135 242 117 952 122 022

Investments in subsidiaries - - - 23 011 23 012 23 012

Investments in associates 29 736 26 798 23 919 - - -

175 757 158 736 160 097 166 825 149 418 153 391

Reconciliation of financial assets at fair value through profit or loss measured at level 3

Group - 2017 Opening
balance

Gains or
(losses) in

profit or 
loss

Advances,
Rentals 

and
collections

Closing
balance

Investment securities 8 454 118 - 8 572

Loans and receivables 123 484 (51 107) 65 072 137 449

Investments in associates 26 798 2 938 - 29 736

158 736 (48 051) 65 072 175 757

Reconciliation of financial assets at fair value through profit or loss measured at level 3

Group - 2016 Opening
balance

Gains in 
profit

or loss

Advances,
Rentals 

and
collections

Disposal 
of

subsidiary

Closing
balance

Investment securities 8 357 97 - - 8 454

Loans and receivables 127 821 33 750 (36 858) (1 229) 123 484

Investments in associates 23 919 2 879 - - 26 798

160 097 36 726 (36 858) (1 229) 158 736

Reconciliation of financial assets at fair value through profit or loss measured at level 3

Group - 2015 Opening
balance

Gains or
(losses) in

profit or 
loss

Purchases Advances,
Rentals 

and
collections

Disposal 
of

subsidiary

Closing
balance

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
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Reconciliation of financial assets at fair value through profit or loss measured at level 3

Company - 2017 Opening
balance

Gains or
(losses) in

profit or 
loss

Advances,
Rentals 

and
collections

Closing
balance

Investment securities 8 454 118 - 8 572

Loans and receivables 117 952 (51 052) 68 342 135 242

Investments in associates 23 012 (1) - 23 011

149 418 (50 935) 68 342 166 825

Reconciliation of financial assets at fair value through profit or loss measured at level 3

Company - 2016 Opening
balance

Gains or
(losses) in

profit or 
loss

Advances,
Rentals 

and
collections

Closing
balance

Investment securities 8 357 97 - 8 454

Loans and receivables 122 022 (22 522) 18 452 117 952

Investments in associates 23 012 - - 23 012

153 391 (22 425) 18 452 149 418

Reconciliation of financial assets at fair value through profit or loss measured at level 3

Company - 2015 Opening
balance

Losses in 
profit

or loss

Purchases Advances,
Rentals 

and
collections

Closing
balance

Investment securities 8 954 (1 063) 466 - 8 357

Loans and receivables 158 812 (41 119) - 4 329 122 022

Investments in associates 23 006 - 6 - 23 012

190 772 (42 182) 472 4 329 153 391

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.

Level 1

Unlisted shares 16 500 23 500 23 500 16 500 23 500 23 500

16 500 23 500 23 500 16 500 23 500 23 500
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Group Company

2017 2016 2015 2017 2016 2015

Reconciliation of available-for-sale financial assets measured at level 3

Group - 2017 Opening
balance

Gains or
losses in

other 
compre-
hensive 
income

Closing
balance

Investment securities 23 500 (7 000) 16 500

Reconciliation of available-for-sale financial assets measured at level 3

Company - 2017 Opening
balance

Gains or
losses in

other 
compre-
hensive 
income

Closing
balance

Investment securities 23 500 (7 000) 16 500

Reconciliation of available-for-sale financial assets measured at level 3

Group - 2016 Opening
balance

Closing
balance

Investment securities 23 500 23 500

Reconciliation of available-for-sale financial assets measured at level 3

Company - 2016 Opening
balance

Closing
balance

Investment securities 23 500 23 500

Reconciliation of available-for-sale financial assets measured at level 3

Group - 2015 Opening
balance

Closing
balance

Investment securities 23 500 23 500

Reconciliation of available-for-sale financial assets measured at level 3

Company - 2015 Opening
balance

Closing
balance

Investment securities 23 500 23 500
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Group Company

Deferred tax liability 2017 2016 2015 2017 2016 2015

Deferred tax (5) (22) (16) - - -

- - -

At beginning of the year (22) (16) 800 - - -

Accelerated capital allowances for tax purposes - 11 7 - - -

Increase (decrease) in tax losses available for set off against future taxable income - - (18) - - -

Originating temporary difference on tangible fixed assets - - (18) - - -

Reversing temporary difference on product development costs - - (94) - - -

Originating temporary difference on health care benefits - - (152) - - -

Originating temporary difference on revaluation of property - - (19) - - -

Prepayments (17) (17) 36 - - -

Other (Specify) - - (558) - - -

(5) (22) (16) - - -

Loans advanced 246 722 303 318 319 304 246 722 303 143 319 304

Impairment allowance (166 667) (220 600) (217 344) (166 667) (220 600) (217 344)

80 055 82 718 101 960 80 055 82 543 101 960

Trade receivables 5 737 10 583 8 101 5 891 6 854 5 609

Employee costs in advance - - 2 - - -

Prepayments 19 1 107 1 008 - 1 030 888

Deposits 30 62 95 - - -

VAT 66 10 159 27 - 10 040 -

Other receivables 51 198 18 242 15 978 49 296 17 485 13 565

57 050 40 153 25 211 55 187 35 409 20 062

Loans advanced

Non-current assets 47 144 45 731 14 848 47 144 45 663 14 848

Current assets 32 911 36 987 87 112 32 911 36 880 87 112

80 055 82 718 101 960 80 055 82 543 101 960

8. Deferred tax

9. Loans advanced

10. Trade and other receivables

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 ac-
counts, shares, business rights and any other factors depending on 
the loan product and items that are being financed. 
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Group Company

Trade receivables 2017 2016 2015 2017 2016 2015

Gross receivables 285 909 249 295 352 054 284 326 245 091 347 502

Impairment (280 172) (238 712) (343 953) (278 435) (238 237) (341 893)

5 737 10 583 8 101 5 891 6 854 5 609

Cash on hand 11 13 16 5 7 4

Bank balances 48 038 62 217 82 974 33 943 50 626 75 230

Short-term deposits 134 508 208 505 218 285 121 469 196 367 203 843

182 557 270 735 301 275 155 417 247 000 279 077

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

Issued

Reported as at 01 April 2016 427 590 427 590 427 590 427 590 427 590 427 590

10. Trade and other receivables

12. Share capital

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.

Cash and cash equivalents are held for the purpose of meeting short-term cash commitments rather than for investment or other pur-
poses. Cash and cash equivalents include cash on hand, bank deposits, investments in money market instruments and comprise:

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.
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Group Company

Trade receivables 2017 2016 2015 2017 2016 2015

Pre-incorporation reserve 384 265 384 265 384 265 384 265 384 265 384 265

Property, plant and equipment (PPE) revaluation reserve 3 609 2 794 3 595 4 809 2 794 3 595

Fair value adjustment on available-for-sale reserve 15 680 22 680 22 680 15 680 22 680 22 680

Aquisition of Oceanwise (Pty) Ltd - - 17 409 - - -

403 554 409 739 427 949 404 754 409 739 410 540

Held at amortised cost

Development Bank of Southern Africa - 235 705 - 235 705

Industrial Development Corporation of South Africa Ltd - - 23 664 - - -

Motor vehicle finance - - 13 - - -

- 235 24 382 - 235 705

Non-current liabilities

At amortised cost - - 23 875 - - 198

Current liabilities

At amortisation cost - 235 507 - 235 507

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.

13. Reserves

14. Interest bearing borrowings

Pre-incorporation reserves
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15. Retirement benefit obligation

The Company operates a medical aid defined benefit plan which provides post-employment medical benefits. The medical scheme, 
which is governed by the Medical Schemes Act, 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.

Group Company

Trade receivables 2017 2016 2015 2017 2016 2015

Balance at beginning of the period (29 923) (27 210)  (22 933) (29 923) (27 210) (22 933)

Current service cost (1 501) (1 237) (1 059) (1 501) (1 237) (1 059)

Interest (2 808) (2 293) (2 075) (2 808) (2 293) (2 075)

Contributions 618 518 471 618 518 471

Actuarial gains (losses) 2 049 299 (1 614) 2 049 299 (1 614)

(31 565) (29 923) (27 210) (31 565) (29 923) (27 210)

Changes in present value

Opening balance (29 923) (27 210)  (22 933) (29 923) (27 210) (22 933)

Contributions by members 618 518 471 518 518 471

Net expense recognised in profit or loss (2 260) (3 231) (4 748) (2 260) (3 231) (4 748)

(31 565) (29 923) (27 210) (31 565) (29 923) (27 210)

Net expense recognised in the income statement

Current service cost (1 501) (1 237) (1 059) (1 501) (1 237) (1 059)

Interest (2 808) (2 293) (2 075) (2 808) (2 293) (2 075)

Actuarial gains (losses) 2 049 299 (1 614) 2 049 299 (1 614)

(2 260) (3 231) (4 748) (2 260) (3 231) (4 748)

Present value of accrued liability

Active members 22 183 21 285 19 978 22 183 21 285 19 978

CAWMs liability 9 382 8 638 7 232 9 382 8 638 7 232

31 565 29 923 27 210 31 565 29 923 27 210

Past (accrued) and future service liability

Health care cost inflation 7.69 % 8.47 % 7.68 % 7.69 % 8.47 % 7.68 %

Discount rate used 9.18 % 9.49 % 8.51 % 9.18 % 9.49 % 8.51 %
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Group Company

Expected future expenditure 2017 2016 2015 2017 2016 2015

Service cost 1 513 1 501 1 237 1 513 1 501 1 237

Interest cost 2 862 2 808 2 293 2 862 2 808 2 293

4 375 4 309 3 530 4 375 4 309 3 530

Group Company

Five year forcast 2017 2018 2019 2020 2021 2022

Post retirement obligation at start of the period 29 923 31 565 35 164 39 169 43 626 48 584

Interest cost 2 808 2 862 3 189 3 554 3 959 4 411

Service cost 1 501 1 513 1 652 1 803 1 968 2 150

Expected benefit payments (618) (776) (836) (900) (969) (1 044)

Actuarial gains/losses (2 049) - - - - -

Post retirement obligation at end 31 565 35 164 39 169 43 626 48 584 54 101

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 per-
formed at 31 March 2017 assumptions used in the sensitivity anal-
ysis are one percentage variation in:

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.

Health care cost inflation

1% increase - effect on current service cost & interest cost 804 675 583 804 675 583

1% increase - effect on accumulated benefit obligation 4 924 4 907 3 751 4 924 4 907 3 751

1% decrease - effect on current service cost & interest cost (646) (543) (469) (646) (543) (469)

1% decrease - effect on accumulated benefit obligation (4 072) (4 022) (3 057) (4 072) (4 022) (3 057)

Mortality rate

Pre-expected retirement mortality SAB85-90
(Light) - 3

SAB85-90
(Light) - 3

SAB85-90
(Light) - 3

SAB85-90
(Light) - 3

Pre-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
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Group Company

Defferred income 2017 2016 2015 2017 2016 2015

Non-current liabilities 806 379 504 - - -

Current liabilities 106 329 136 413 110 817 94 333 123 901 101 960

107 135 136 792 111 321 94 333 123 901 101 960

Group Company

Defferred income 2017 2016 2015 2017 2016 2015

Trade payables 1 466 2 960 13 399 1 308 2 760 3 067

Amounts received in advance - 4 310 - - -

VAT 3 690 25 7 896 3 482 - 7 400

Government funds 6 040 3 448 3 661 6 040 3 448 3 661

Accrued leave pay 7 806 7 260 8 016 7 602 7 117 7 792

Accrued bonus 2 573 1 335 1 536 1 955 1 335 1 536

Other payables 64 368 74 955 56 481 63 909 74 394 52 093

85 947 89 987 91 299 84 296 89 054 75 549

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. 

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.

16. Deferred income

17. Trade and other payables

18. Government grants

Analysis per group company

Eastern Cape Development Corporation 94 333 123 901 101 960 94 333 123 901 101 960

Automotive Industrial Development Centre 12 802 12 891 9 361 - - -

107 135 136 792 111 321 94 333 123 901 101 960
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2017 2016 2017 2016

Government grants 156 643 178 461 141 864 153 518

Sale of goods - 32 - -

Rendering of services 9 615 8 498 3 969 3 260

Rental Income 83 324 83 925 74 249 75 181

Interest received on loans 18 251 22 987 18 251 22 987

Interest on rent 27 082 22 490 27 082 22 490

138 272 137 932 123 551 123 918

Operating lease charges 2017 2016 2017 2016

Premises

Contractual amounts 5 314 5 683 4 324 4 453

Equipment

Contractual amounts 375 344 359 344

5 689 6 027 4 683 4 797

Loss on sale of property, plant and equipment - 20 7 15

Loss on sale of investment property 395 4 025 - 4 025

Profit on sale of investment property (605) - (605) -

Loans bad debts written off 63 414 3 706 63 414 3 706

Rental debtors written off - 138 911 - 138 911

Loan to group companies written off 18 931 - 18 931 -

Impairment on loans to group companies 10 375 13 762 5 169 2 985

Reversal of impairment on loans to group companies (18 931) - (18 931) -

Impairment of loans advanced 10 838 3 346 24 264 3 346

Reversal of impairment on loans advanced (63 414) - (63 414) -

Impairment on rent debtors 38 938 35 255 25 403 35 255

Reversal of impairment on trade and other receivables - (138 911) - (138 911)

Amortisation on intangible assets 306 265 185 96

Depreciation on property, plant and equipment 2 339 3 482 1 868 1 643

Employee costs 144 208 123 076 131 261 110 409

Direct property operating expenditure 109 441 79 533 109 441 79 533

19. Revenue

Operating loss for the year is stated after accounting for the following:

20. Operating loss
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21. Auditors’ remuneration

22. Investment revenue

23. Fair value adjustments through profit or loss

24. Finance costs

25. Taxation

Group Company

2017 2016 2015 2017 2016 2015

Fees - - 3 126 4 195 2 915 3 935

Dividend income

Listed financial assets - Local - - 118 101 - -

Unlisted financial assets - Local - - 624 - 624 -

742 101 624 -

Dividend income

Investment property - - 110 598 178 073 108 548 171 773

Other financial assets - - (291) (239) - -

110 307 177 834 108 548 171 773

Dividend income

Non-current borrowings - - 6 10 - -

Late payment of tax 6 - - -

Interest paid - - 116 123 116 123

128 133 116 123

Deferred

Major components of the tax (income) expense (16) 6 - -

Interest revenue

Subsidiaries - - - - 2 271 1 974

Current accounts - - 9 797 9 901 8 348 8 916

- - 9 797 9 901 10 619 10 890

- - 10 539 10 002 11 243 10 890

Major components of the tax (income) expense
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Group Company

Reconciliation of the tax expense 2017 2016 2015 2017 2016 2015

Reconciliation between accounting profit and tax expense

Accounting profit 57 885 91 952 54 564 86 189

Tax at the applicable tax rate of 28% (2016: 28%) 148 (9) - -

Tax effect of adjustments on taxable income

Deferred tax effect - 15 - -

Tax losses carried forward (164) - - -

(16) 6 - -

Balance at beginning of the year 85 85 - -

Closing balance - (85) - -

85 - - -

Group Company

Reconciliation of the tax expense 2017 2016 2015 2017 2016 2015

Reconciliation between accounting profit and tax expense 57 885 91 952 54 564 86 189

Adjustments for:

Depreciation of property, plant & equipment 2 339 3 480 1 868 2 141

(Profit) loss on sale of assets (210) 4 025 (605) 4 025

(Profit) or Loss on sale of property, plant & equipment (3) 20 7 15

Amortisation of intangible assets 306 265 185 96

Income from equity accounted investments (2 938) (2 879) - -

Dividends received (742) (101) (624) -

Interest income (27 159) (32 887) (25 710) (31 903)

Finance costs 128 133 116 123

Fair value adjustments (110 307) (177 834) (108 548) (171 773)

Impairments 59 785 (67 589) 54 470 (78 312)

Movements in retirement benefit assets and liabilities 1 642 2 713 1 642 2 713

Loans written off 366 3 227 366 3 227

Inter-company loans written off - 479 - 479

Changes in working capital:

Trade and other receivables (61 510) 67 960 (62 448) 59 620

Trade and other payables (3 888) 4 201 (1 221) 9 970

Deferred income (29 657) 29 008 (33 105) 25 478

(113 963) (73 827) (119 043) (87 912)

26. Cash used in operations

27. Tax refunded (paid)
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28. Contingencies

Contingent liabilities

The Group has exposure to litigation of R14.7million (2016:R14.7million) against it,as tabulated below.

Matters under consideration:

2017
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. The matter was withdrawn on 26 April 2017

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.

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 held in abeyance.

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.
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8. Claim for payment of damages - Telesure Group
Approximate potential liability: R2,565,006
Status of 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.

2017
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 held in abeyance.

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
order. The matter is still pending and no trial date has been set.
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8. Claim for payment of damages - Telesure Group
Approximate potential liability: R2,565,006
Status of 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.

29. Commitments

30. Related parties

Group Company

2017 2016 2015 2017 2016 2015

Authorised capital expenditure

Already contracted for but not provided for

- Project funds orders not yet paid 86 325 113 012 86 325 113 012

Operating leases – as lessee (expense)

Minimum lease payments due

 - within one year 3 735 5 687 3 517 4 429

 - in second to fifth year inclusive 223 2 545 146 2 358

3 958 8 232 3 663 6 787

Relationships
Shareholder

Department of Economic Development and Environmental Affairs and Tourism (DEDEAT)

Directors
Key management and other senior managers

Eastern Cape Development Corporation

T Rozani (Head: Development Finance and Business Support - started 01 September 2016)

M. Lindie (Chief Economist - resigned 30 November 2016)

N Ngewu (Executive: Office of the Chief Executive Officer)

S. Sentwa (Chief Financial Officer)

N. Dlulane (Chief Executive Officer)

B Melitafa (Executive: Strategic projects)

N. Ngqubekile(Executive: Corporate Services - started 03 January 2017)

T Shenxane (Head: Innovation, Trade and Investment Promotion - started 03 January 2017)

M Mpikashe (Executive Manager: Legal and Compliance - started 03 January 2017)

AIDC Development Centre Eastern Cape (Proprietary) Limited

J. Manilal (Chief Executive Officer)

Operating leases – as lessor (income)

Minimum lease payments due

 - within one year 36 349 36 924 36 349 36 924

 - in second to fifth year inclusive 39 797 42 957 39 797 42 957

 - later than five years 24 814 8 368 24 814 8 368

100 960 88 249 100 960 88 249
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Related party balances

Amounts included in Trade and other receivable (Trade and other Payable) regarding related parties

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:

ECDC executive management - (5) - (5)

Middle management - 125 - 125

Related party: 2017 Preference/
ordinary shares

Loan balance Accumulated
impairment

Bio Coal Manufacturers and distributers (Pty) Ltd 30 7 882 6 581

Crossmed Health Care (Pty) Ltd 22 3 503 -

Singisi Forest Products 820 - -

Ndlambe Natural Industrial Products (Proprietory) Ltd 100 5 477 548

972 16 862 7 129

Related party: 2016

Border Copiers 676 4 232 4 232

Automotive Industry Development Centre - Eastern Cape 100 2 000 2 000

Magwa Tea Enterprise (Proprietory) Ltd 100 5 584 5 584

Digitisation & Remanufacturing Institute of South Africa (DRISA) - 3 762 1 062

Oceanwise (Pty) Ltd 1 108 9 348 9 348

Crossmed Health Care (Pty) Ltd 22 3 053 _

Silver Moon Investments 183 CC 300 3 245 3 245

Singisi Forest Products 820 - -

Bio Coal Manufacturers and distributers (Pty) Ltd 30 5 689 5 689

3 156 35 913 30 170
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Related party transactions 2017 2016 2017 2016

Subsidiaries and associates

Interest from subsidiaries - - 2 271 1 974

Government grants paid to Automotive Industry Development Centre (AIDC) - - 11 605 15 286

Rent paid to subsidiaries - - 2 930 2 664

Management fees received - - 1 362 1 285

Interest received from related parties

Border Copiers (Proprietory) Ltd - - 492 413

Ndlambe Natural Industrial Products (Proprietary) Ltd - - 445 415

Oceanwise (Pty) Ltd - - 1 499 1 364

Operational expenditure paid on behalf of

Eastern Cape Information Technology Initiative 4 278 2 316 4 278 2 316

Rent received from related parties

Eastern Cape Appropriate Technology unit 29 47 29 47

Eastern Cape Liquor Board 425 386 425 386

Non-executive Directors fees Total

2017 3 094 3 094

2016 2 109 2 109

31. Director’s and prescribed officer’s emoluments
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Executive - 2017 Total Earnings Benefits Total

Mr. N. Dlulane (CEO) 2 392 053 307 309 2 699 362

Mrs N Ngewu (Executive: Office of the CEO) 1 885 017 230 899 2 115 916

Mr S Sentwa ( CFO) 1 912 286 184 424 2 096 710

Mr B Melitafa (Executive: Strategic Projects) 1 552 139 188 493 1 740 632

Mr. M. Lindie (Chief Economist until 30 November 2016) 1 231 250 133 910 1 365 160

Ms T Rozani (Head: Development Finance & Business Support) - started 01 September 2016 817 071 79 721 896 792

Mr. M Mpikashe (Executive: Legal services & Compliance) - started 03 January 2017 365 247 50 595 415 842

Mrs. N. Ngqubekile (Executive: Corporate Services) - started 03 January 2017 395 393 42 708 438 101

Mr T. Shenxane (Head: Innovation, Trade and Investment Promotion) started 03 January 2017) 343 098 29 807 372 905

10 893 554 1 247 866 12 141 420

Executive - 2016

Mr. N. Dlulane(Chief Executive Officer, started December 2015) 1 893 400 210 180 2 103 580

Mrs. N. Ngewu (Executiver:Corporate Services) 1 439 798 166 775 1 606 573

Mr. S. Sentwa (Chief Financial Officer) 1 430 098 127 152 1 557 250

Mr. B. Melitafa (Executive: Stategic projects) 1 311 255 152 364 1 463 619

Mr. M. Lindie (Chief economist) 1 401 857 178 084 1 579 941

Mr J. Cerff (Executive manager: Infrastructure development) 1 744 994 - 1 744 994

Mr D. Mandel (Acting Executive: Development Finance and Business Support) 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

12 689 278 1 282 694 13 971 972

Compensation to executive management
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32. Risk management

Introduction

The essential function of risk management is to identify measure 
and monitor the risk profile of ECDC. Risk management under-
scores the fact that the survival of an organisation depends heav-
ily 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 val-
ue based, organisationally embedded, supported and assured, 
and reviewed on a regular basis.

ERM is considered from an enterprise wide port-
folio perspective satisfying three requirements, 
namely integration (spanning all lines of business), 
comprehensive (covering all types of risk) and stra-
tegic (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 develop-
ment 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 tol-
erates risks as described by performance indicators, operational 
parameters and process controls to increase shareholders value.

Risk tolerance levels assists management to make better in-
formed 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, Op-
erational, 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.
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Financial Risk

Financial risks includes credit, interest and market risk. These risks try to minimise losses which may re-
sult due to ECDC’s own funding structure and as a result of its external investment and financing activities

Financial Risk: Credit Risk

Financial: Market Risk

Credit risk is the potential that a borrower or counter party fails 
to meet their obligations as per agreed terms. Credit risk is inher-
ent 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 rent-
al 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 severi-
ty of loss defined by both the probability of default as reduced by 
the recoveries that could be made in the event of default.

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. 

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
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Financial: Interest rate risk

Liquidity risk

Operational Risk

Interest rate risk is the potential negative impact on Net Interest 
Income and it refers to the vulnerability of ECDC’s financial condi-
tion 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.

Liquidity risk is defined as the risk of failure to meet all finan-
cial obligations on a timely basis, without incurring above normal 
costs. This risks specifically arises from the inability to honour ob-
ligations 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 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
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Compliance Risk

Information Technology Risk

Liquidity risk exposure as at 31 March 2017

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.

Technology is core to ECDC’s business. Technology governance is 
vital to striking the right balance between holding on to our tech-
nology lead and managing our costs. It is also fully integrated into 
our strategic and business processes. All IT decisions are bench-
marked against best practice and according to COBIT standard 
where applicable.

IT risk is managed by keeping up to date with the latest advanc-
es 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 informa-
tion. Disaster recovery has been identified as having the highest 
impact on ECDC business operations and is being managed.

Assets On demand
and less than

one month

1 to 12 months More than 12
months

Total

Investments - - 25 072 25 072

Trade and other receivables - 55 187 - 55 187

Loans advanced - 32 911 47 144 80 055

Cash and cash equivalents 155 417 - - 155 417

155 417 88 098 72 216 315 731

Liabilities

Trade and other payables - 84 296 - 84 296

Liquidity gap 155 417 3 802 72 216 231 435



ECDC 2016/17 ANNUAL REPORT   PG//147

Liquidity risk exposure as at 31 March 2016

Assets On demand
and less than

one month

1 to 12 months More than 12
months

Total

Investments - - 31 954 31 954

Trade and other receivables - 35 409 - 35 409

Loans advanced - 36 880 45 663 82 543

Cash and cash equivalents 247 000 - - 247 000

247 000 72 289 77 617 396 906

Liabilities

Interest bearing borrowings

Trade and other payables - 89 054 - 89 054

Finance lease obligation - 508 - 508

- 89 797 - 89 797

Liquidity gap 247 000 (17 508) 77 617 307 109

Interest rate risk

Cashflow sensitivity analysis for variable rate instruments

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 in-
vestments are also made in line with Board policy and would be 
less profitable as interest rates drop.

Group Company

Variable rate instruments 2017 2016 2015 2017 2016 2015

Financial assets 377 821 458 386 491 566 366 030 444 857 478 109

Financial liabilities (86 043) (90 847) (145 770) (144 047) (147 710) (129 990)

291 778 367 539 345 796 221 983 297 147 348 119

Profit or loss on sensitivity

Financial assets 3 778 4 584 4 916 3 660 4 449 4 781

Financial liabilities (860) (908) (1 458) (1 440) (1 477) (1 300)

2 918 3 676 3 458 2 220 2 972 3 481
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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:

As at 31 March 2017, the Group had Loan advances and Trade receivables of R446 839 (Company: R445 102) which were impaired 
and provided for.

The ageing of these classes are as follows:

Group Company

Variable rate instruments 2017 2016 2015 2017 2016 2015

Loans advanced 80 055 82 718 101 960 80 055 82 543 101 960

Trade and other receivables* 57 050 28 887 24 176 55 187 24 339 19 174

Investments 28 079 35 252 35 394 25 072 31 954 31 857

Investments in associate 29 736 26 798 23 919 - - -

Cash and cash equivalents 182 557 270 735 301 274 155 417 247 000 279 077

Maximum exposure 377 477 444 390 486 723 315 731 385 836 432 068

* - Excludes prepayments and VAT receivables

Group 30 days 60 days >90 days Total

Loans advanced - - 166 667 166 667

Trade receivables - - 280 172 280 172

- - 446 839 446 839

Company

Loans advanced - - 166 667 166 667

Trade receivables - - 278 435 278 435

- - 445 102 445 102
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33. Financial assets by category

The accounting policies for financial instruments have been applied to the line items below:

Group - 2017 Loans and
receivables

Fair value
through profit

or loss -
designated

Held to
maturity

investments

Available 
for sale

Carrying
amount

Investments - 3 007 8 572 16 500 28 079

Loans advanced 80 055 - - - 80 055

Trade and other receivables 57 050 - - - 57 050

Investments in associate - 29 736 - - 29 736

Cash and cash equivalents - 182 557 - - 182 557

137 105 215 300 8 572 16 500 377 477

Group - 2016

Investments - 3 298 8 454 23 500 35 252

Loans advanced 82 718 - - - 82 718

Trade and other receivables 40 153 - - - 40 153

Investments in associate - 26 798 - - 26 798

Cash and cash equivalents - 270 735 - - 270 735

122 871 300 831 8 454 23 500 455 656

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 associate - 23 919 - - 23 919

Cash and cash equivalents - 301 274 - - 301 274

127 171 328 730 8 357 23 500 487 758
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Company - 2017 Loans and
receivables

Fair value
through profit

or loss -
designated

Held to
maturity

investments

Available 
for sale

Carrying
amount

Investments - - 8 572 16 500 25 072

Loans advanced 80 055 - - - 80 055

Trade and other receivables 55 187 - - - 55 187

Loans to group companies 27 288 - - - 27 288

Investments in subsidiaries - 23 011 - - 23 011

Cash and cash equivalents - 155 417 - - 155 417

162 530 178 428 8 572 16 500 366 030

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 - 2016

Investments - - 8 454 23 500 31 954

Loans advanced 82 543 - - - 82 543

Trade and other receivables 35 409 - - - 35 409

Loans to group companies 24 939 - - - 24 939

Investments in subsidiaries - 23 012 - - 23 012

Cash and cash equivalents - 247 000 - - 247 000

142 891 270 012 8 454 23 500 444 857
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Group - 2017 Financial liabilities at 
amortised cost

Carrying
amount

Trade and other payables 85 947 85 947

Finance lease obligation 11 11

Operating lease liabilities 9 9

85 967 85 967

Group - 2016

Interest bearing borrowings 235 235

Trade and other payables 89 987 89 987

Finance lease obligation 541 541

Operating lease liabilities 83 83

90 846 90 846

Company - 2017

Trade and other payables 84 296 84 296

Loans from group companies 59 751 59 751

144 047 144 047

Company - 2016

Interest bearing borrowings 235 235

Trade and other payables 89 054 89 054

Loans from group companies 57 913 57 913

Finance lease obligation 508 508

147 710 147 710

Company - 2015

Interest bearing borrowings 705 705

Trade and other payables 75 549 75 549

Loans from group companies 52 720 52 720

Finance lease obligation 1 016 1 016

129 990 129 990

Group - 2015

Interest bearing borrowings 24 382 24 382

Trade and other payables 91 299 91 299

Finance lease obligation 1 094 1 094

Operating lease liabilities 181 181

Loans from owners 28 814 28 814

145 770 145 770
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35. Other comprehensive income

The accounting policies for financial instruments have been applied to the line items below:

Components of other comprehensive income - Group - 2017
Available-for-sale financial assets adjustments
Closing balance (7 000) 
 
Movements on revaluation
Closing balance 815 
 
Components of other comprehensive income - Group - 2016      
Movements on revaluation
Closing balance (801)  

Components of other comprehensive income - Company - 2017      
Available-for-sale financial assets adjustments
Closing balance (7 000)  

Movements on property revaluation
Closing balance 2 015  

Components of other comprehensive income - Company - 2016      
Movements on revaluation
Closing balance (801)

36. Irregular expenditure

The Eastern Cape Development Corporation (ECDC) incurred cummulative irregular expenditure totalling R25,117 million
(2016:R33,452 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 R24,203 million has been condoned by the Board

2017 2016 2017 2016

Opening balance 8 075 8 075 8 075 8 075

Current year Irregular expenditure 17 042 25 377 17 042 25 377

Condoned by the Board (24 203) (25 377) (24 203) (25 377)

Closing balance 914 8 075 914 8 075
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37. Prior period errors

Introduction

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. The corresponding financial state-
ments notes have accordingly been adjusted for the items below.

Eastern Cape Development Corporation

Property, Plant and Equipment, Reserves, Depreciation 
and Other Comprehensive Income

The Revaluation reserve for the buildings was overstated by an 
amount of R801 due to incorrect calculation of fair values. Also as 
a result of this, the depreciation was understated by an amount 
of R497. Further, the cost and accumulated depreciation were 
over/understated by R722 (cost overstatement) and R576 (accu-
mulated depreciation understatement) respectively.

Trade and other receivables

Payments amounting to R14,047 million effected during the 
2016/17 financial year included invoices relating to the 2015/16 
financial year. The input VAT included therein of R1,359 million 
has been adjusted into trade and other receivables.

Trade and other payables

The accruals were understated by R14,047 million due to invoices 
relating to the 2015/16 financial year that were submitted for pay-
ment after year end as indicated in Trade and other receivables 
above.

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

Project funds amounting to R3,537 million were incorrectly re-
ported as deferred income and have now been reclassified to 
trade and other payables.

Government grants and Operating expenditure

Expenditure amounting to R3,182 milion relating to projects that are 
implemented by the ECDC was not released to revenue. The related 
expenditure was also not recognised.This has been corrected.

Retirement benefit obligation

In the valuation of the retirement benefit obligation, the actuaries 
assumed that the benefit would be extended to the dependants of 
the main beneficiary, that is, the ECDC retired employee. This is in 
contravention of the current Hunam Resources policy, as such the 
actuaries have therefore recalculated the value for the obligation in 
line with the policy. The impact of the recalculation on the 2014/15 
financial year is a reduction in the previously reported amount of 
R32,389 million by R5,179 million. The statement of financial posi-
tion has therefore been restated to R27,210 million for the 2014/15
financial year. 

The impact for the 2015/16 is tabulated below.

Group financial statements

The errors relating to the Eastern Cape Development Corporation 
as indicated above have a related impact in the Group financial 
statements. Further, adjustments relating to a subsidiary, Automo-
tive Industry Development Centre Eastern Cape (AIDC), were effect-
ed in the group to account for the final audit adjustments made in 
the 2015/16 financial year. These adjustments have been tabulated 
below.

Total comprehensive income for the year 
and Retained income

The above mentioned errors have had an impact on Total compre-
hensive income for the year, and consequently an impact on Re-
tained Income. The impact of these adjustments is tabulated below.

Statement of changes in Equity

To the extent that the prior period errors affect the statement of 
changes in equity, such corrections have been effected in
the previous period.

Cashflow statement

To the extent that the above adjustments affect the cashflow state-
ment, such corrections have been effected in the previous period.



PG//154

Note on Irregular expenditure

The amount of irregular expenditure that was reported in the 2015/2016 financial year was incorrectly reported as R26,194 million. The 
note has been corrected to reflect the correct amount of R25,377 million

Property, plant and equipment 2016 2016

Balance as previously reported - 60 006 - 23 821

Adjustment - (1 300) - (1 299)

As Adjusted - 58 706 - 22 522

Loans advanced - -

Balance as previously reported - 45 663 - 45 663

Subsidiary (AIDC) - re-mapping - 68 -

As adjusted - 45 731 - 45 663

Loan to incubatees

Balance as previously reported - 175 - -

Subsidiary (AIDC) - re-mapping - (68) - -

As adjusted - 107 - -

Trade and other receivables

Balance as previously reported - 38 852 - 34 050

Adjustment - 1 359 - 1 359

Subsidiary - AIDC - (58) -

As adjusted - 40 153 - 35 409

Reserves

Balance as previously reported - 410 540 - 410 540

Adjustment - (801) - (801)

As adjusted - 409 739 - 409 739

Retained Income

Balance as previously reported - 535 769 - 377 591

Adjustment - (7 418) - (7 418)

Subsidiary - AIDC - (41) - -

As adjusted - 528 310 - 370 173

Deferred tax

Subsidiary - AIDC - 22 - -

Trade and other payables

Balance as previously reported - 72 402 - 71 470

Adjustment - 17 584 - 17 584

Subsidiary - AIDC - 1 -

As adjusted - 89 987 - 89 054

Deferred income

Balance as previously reported - 139 991 - 127 438

Adjustment - (3 537) - (3 537)

Subsidiary - AIDC - (41) - -

As adjusted 136 413 123 901
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Property, plant and equipment 2016 2016

Revenue

Balance as previously reported - 137 950 - 123 918

Subsidiary - AIDC - (18) -

As adjusted - 137 932 123 918

Other income

Balance as previously reported - 25 447 - 25 319

Adjustment - 6 - 6

Subsidiary - AIDC - (8) - -

25 445 25 325

Government grants

Balance as previously reported - 175 270 - 150 335

Adjustment - 3 183 - 3 183

Subsidiary - AIDC - 8 - -

As adjusted

Operating expenses

Balance as previously reported - (424 682) - (383 326)

Adjustment - (15 786) - (15 786)

Subsidiary - AIDC - (1) - -
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