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PUBLIC ENTITY’S GENERAL INFORMATION

REGISTERED NAME:

PHYSICAL ADDRESS:

POSTAL ADDRESS:

TELEPHONE NUMBER/S:
EMAIL ADDRESS:

WEBSITE ADDRESS:
EXTERNAL AUDITORS:
BANKERS:

COMPANY/ BOARD SECRETARY

The Northern Cape Economic Development

Trade and Investment Promotion Agency is a
scheduled 3C public entity incorporated under the
NCEDA Act, Act No 4 of 2008.

DSC Building, First Floor,

69 Memorial Road
Kimberley
8301

DSC Building, First Floor,

69 Memorial Road
Kimberley
8301

087 086 0350
info@nceda.co.za
www.nceda.co.za

Auditor General of South Africa
Standard Bank

None




LIST OF ABBREVIATIONS/ACRONYMS

AFS
APR
AGSA
MEC
BBBEE
CEO
CFO
coo
PFMA
TR
MTEF
SMME
SCM
UIP
NCEDA

DTIC
DEDaT

Annual Financial Statements

Annual Performance Report

Auditor General of South Africa

Member of Executive Council

Broad Based Black Economic Empowerment
Chief Executive Officer

Chief Financial Officer

Chief Operations Officer

Public Finance Management Act

Treasury Regulations

Medium Term Expenditure Framework

Small, Medium and Micro Enterprises

Supply Chain Management

Upington Industrial Park

Northern Cape Economic Development, Trade and Investment
Promotion Agency

Department of Trade Industry and Competition

Department of Economic Development and Tourism
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3. Namakwa SEZ received funding from the dtic to advance professional studies critical for SEZ
designation;

4. Upington Industrial Park received grant funding which enabled the implementation of phase 1 which is
still in progress, with the dtic as the funder and the DBSA as the implementing agents;

5. Kathu Industrial Park: has been identified as a catalytic project by Infrastructure South Africa to unlock
the bulk infrastructure to enable industrialisation and inception node of the N14 corridor;

6. Witsand Nature Reserve achieved break even financially for the first time;,

7. Successfully implemented the DSBD craft support programme for entrepreneurs in the arts and craft
sector through the provision of market access as well as product and enterprise development;

8. Mizedogg Livestock (Pty) Ltd, implementation of Phase 1 of the project encompassed the establishment
of a feedlot in Colesberg;

9. Richtersveld Growers (Pty) Ltd is an agricultural project with strategic importance to the Boegoebaai
Port and Green Hydrogen Cluster Project which received funding for production processes Assisted
several investors to meet desired outcomes through extensive support given;

10. Signed a Heads of Agreement with the Port of Rotterdam and assisted with the signing of a
Memorandum of Agreement with Sasol;

11. Strengthened governance and improved compliance;

12. Sasol investment secured.

Regardless of the limitations on the budget and human capital, NCEDA received other mandates from the
authorities which were successfully implemented in the 2021/22 financial year, due to good governance and
good project management. Such projects include two agricultural projects, Mizedogg Livestock {Pty) Ltd and
Richtersveld Growers (Pty) Ltd. A key matter requiring support remain the financial and human capital resourcing

of NCEDA to achieve our set mandates.

Since NCEDA embarked on a three-year turnaround strategy from 2020/21 - 2022/23 financial year, the results
of the sacrifices and commitment made by the entity in the past two years are evident on the performance, as
the entity has managed to achieve an unqualified audit opinion on both Annual Financial Statement and
Performance Information in two consecutive years, in 2020/21 and again in the 2021/22 financial year. The goal
is to maintain this momentum and achieve a clean audit in the 2022/23 financial year. This can be achieved
through strengthening governance and continued implementation of all internal and external policies that have

a barring on the performance of the entity.

I would like to thank our MEC for Economic Development and Finance, Mr A. Vosloo for his guidance and

leadership, the HOD for DEDaT, Mr T. Mabija for the invaluable support and direction given in delivering the




mandate of this entity, the management and staff of NCEDA for their dedication and sacrifices throughout the

year under difficult and challenging conditions.

Mr Hendrik Louw
Chairperson (Acting)
NCEDA

Date: 30 August 2022







2. The Boegoebaai Port and Green Hydrogen Cluster Project has initiated the pre-feasibility phase and has
developed an agile approach to this phase whilst several iterations will be conducted in order to assess
the various business cases and techno-economic solutions;

3. Namakwa SEZ received funding from the dtic to advance professional studies critical for SEZ
designation;

4. Upington Industrial Park received grant funding which enabled the implementation of phase 1 which is
still in progress, with the dtic as the funder and the DBSA as the implementing agents;

5. Kathu Industrial Park: has been identified as a catalytic project by Infrastructure South Africa to unlock
the bulk infrastructure to enable industrialisation and inception node of the N14 corridor;

6. Witsand Nature Reserve achieved break even financially for the first time;

7. Successfully implemented the DSBD craft support programme for entrepreneurs in the arts and craft
sector through the provision of market access as well as product and enterprise development;

8. Mizedogg Livestock (Pty) Ltd, implementation of Phase 1 of the project encompassed the establishment
of a feedlot in Colesberg;

9. Richtersveld Growers (Pty) Ltd is an agricultural project with strategic importance to the Boegoebaai
Port and Green Hydrogen Cluster Project which received funding for production processes Assisted
several investors to meet desired outcomes through extensive support given;

10. Signed a Heads of Agreement with the Port of Rotterdam and assisted with the signing of a
Memorandum of Agreement with Sasol;

11. Strengthened governance and improved compliance;

12. Sasol investment secured.

Regardless of the limitations on the budget and human capital, NCEDA received other mandates from the
authorities which were successfully implemented in the 2021/22 financial year, due to good governance and
good project management. Such projects include two agricultural projects, Mizedogg Livestock (Pty) Ltd and
Richtersveld Growers (Pty) Ltd. A key matter requiring support remain the financial and human capital resourcing

of NCEDA to achieve our set mandates.

Since NCEDA embarked on a three-year turnaround strategy from 2020/21 - 2022/23 financial year, the results
of the sacrifices and commitment made by the entity in the past two years are evident on the performance, as
the entity has managed to achieve an unqualified audit opinion on both Annual Financial Statement and
Performance Information in two consecutive years, in 2020/21 and again in the 2021/22 financial year. The goal
is to maintain this momentum and achieve a clean audit in the 2022/23 financial year. This can be achieved
through strengthening governance and continued implementation of all internal and external policies that have

a barring on the performance of the entity.




| would like to thank our MEC for Economic Development and Finance, Mr A. Vosloo for his guidance and
leadership, the HOD for DEDaT, Mr T. Mabija for the invaluable support and direction given in delivering the
mandate of this entity, the management and staff of NCEDA for their dedication and sacrifices throughout the

year under difficult and challenging conditions.

Mr Hendrik Louw
Chief Executive Officer (Acting)
NCEDA

Date: : 30 August 2022
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EXECUTIVE AUTHORITY ACCOUNTING AUTHORITY
Hon. A Vosloo Mr. Hendrik Louw
MEC Finance, Economic (Acting) Accounting
Development and Tourism Officer/ Authority
NCEDA

EXECUTIVE MANAGEMENT

(OO

Mr. S. Modise (Acting) Mrs. T. Mangojane Ms. S. Ntame (Acting)
Head of Project Management Chief Finacial Officer Chief Operations Officer

9000

Mr. 0. Coetzee Mr. J. Martiens Mrs. N. Nyembe (Acting) Mr. D. Kruger
Head of MSICC Head of Witsand Head of Office of the Chief Risk Officer
Nature Reserve CEO
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NCEDA also functions under the following policy mandates:

National Development Plan (NDP)

The National Development Plan is a long-term plan for the country as it is a 20-year vision. The plan

has a target of increasing employment by 11 million by 2030. This is proposed to be done by:

>

» Realising an environment for sustainable employment and inclusive economic

.

growth,

% Promoting employment in labour-absorbing industries,

% Raising exports and competitiveness,

% Strengthening government's capacity to give leadership to economic
development and

% Mobilising all sectors of society around a national vision.

Medium Term Strategic Framework

Medium Term Strategic Framework (MTSF) sets out government’s priority focus areas for next 5
years. The country adopted the National Development Plan {(NDP) which is a 20-year development
plan, the National Growth Plan (NGP), the Industrial Policy Action Plan (IPAP) and the National
Infrastructure Plan (NIP) which are short to medium term plans that are aimed at implementing the

NDP.

Provincial Growth and Development Strategy (PGDS)

At a provincial level, there are also strategies and policies that have been developed to respond to
high levels of unemployment in the province and in a way providing support to the national
government strategies and policies. One of these strategies is the Provincial Growth and
Development Strategy (PGDS). One of the targets for this strategy is to curb unemployment by

creating sustainable employment.




Figure 2: NCEDA Organisational structure for 2021/22
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its investment initiative. The Inaugural Session of the South Africa Trade and Investment Month
at Expo2020 Dubai was officially opened on the 1% of November 2021. The Dubai Initiative also
made export promotions of the Northern Cape products and various engagements on the new
AfCFTA and what does it means to South African, especially Northern Cape exporters.

e COP26: NCEDA with provincial delegates, attended the United Nations Framework Convention
on Climate Change (UNFCCC) Conference of Parties (COP26) Glasgow, Scotland. The
conference took place in November with 26 nations attending. One of the major highlights was
the launch of the Northern Cape Green Hydrogen Strategy with the Honourable Minister Barbara
Creecy of the Department of Forestry, Fisheries and Environment (DFFE) representing the
National Government and leading the delegation. One of the key aspects was that South Africa
was pledging to align with the Paris Agreement and initiate a process that will realise the
reduction in the use of fossil fuel.

e South African Embassy: Washington- NCEDA hosted the South African Embassy in Washington
DC on the theme " Understanding Business Opportunities in South Africa’s Province, Northern
Cape'’ where investors from the US were in attendance seeking opportunities to invest in the
Northern Cape. The webinar happened on the 2™ of February 20222 as part of investment
initiatives being supported by NCEDA.

* South Africa Investment Conference (SAIC): NCEDA participated on the 4% South African
Investment Conference which is dully known as the Presidential Investment Conference. NCEDA
exhibited the province’s value proposition and responded to visits by potential investors on the
stand.

* Exporting to US Webinar- NCEDA hosted in collaboration with USAID TradeHub a webinar which
focused on how Northern Cape businesses can gain entry to by meeting entry requirements to

US markets. The webinar took place on the 23 of February 2022.

Strategy to overcome areas of under performance

¢ No underperformance, but maintaining consistency and appoint personnel as the function
is being done by the CEO.
PROGRAMME 3: PROJECT MANAGEMENT UNIT (PMU)

Purpose: addressing the market failure of cost of doing business in a rural setting through the provision of an

enabling infrastructure and an investor friendly business environment.






















Witsand

NATURE RESERVE
haning Sma's ©

For bookings: visit Witsand Nature Reserve:
www.witsandkalahari.co.za or call 083 234 7573
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PART C

GORVERNANCE




13. INTRODUCTION

NCEDA as a scheduled 3C entity is subjected to all the governance regulations which the entity
needs to fulfil. These range from the company appointing board of directors, auditors and is
further subjected to the Standing Committee on Public Accounts (SCOPA) and many other
enforcements.

14. PORTFOLIO COMMITTEE

NCEDA presented its APP and the budget for 2021/22 to the SCOPA on 02 June 2021.
SCOPA's recommendations included, amongst others, the following:

* DEDaT, and NCEDA should ensure that it employs a measurable monitoring mechanism with specific
timelines to adequately track and monitor progress of the implementation of planned mega projects
in the Province;

* DEDaT and NCEDA should develop a plan to ensure that manganese and iron ore projects are
developed that can enhance economic development and ensure beneficiation in the Province;

* DEDaT and NCEDA must ensure that once the investigations into irregular expenditure have been
concluded, the Committee is provided with a report on conseguence management that was

instituted against transgressing officials.

15. EXECUTIVE AUTHORITY

Mr Abraham Vosloo who is the Member of the Executive Council is the executive authority to

the agency.

16. THE ACCOUNTING AUTHORITY / BOARD

% The Accounting Authority
Mr Hendrik Louw is the Accounting Authority of the entity.

% Board Composition

Mr Hendrik Louw is the Executive Authority of the entity.

% Sub-Committee Meeting
In 2021/22, NCEDA did not have any board sub-committee meetings.

<+ Remuneration

This refers to remuneration of the board members. During the time of reporting, NCEDA did not

have the functioning board.

41
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21. FRAUD AND CORRUPTION

The policy on fraud and corruption was adopted by the board. The policy is being implemented

and monitored.

22. MINIMISING CONFLICT OF INTEREST

Employees are prohibited from engaging in any business activities that are actually or adversely or
detrimental to the best interest, mission and objectives of NCEDA. The policy on managing
conflict of interest was adopted by NCEDA board. The board declares a conflict of interest in

every board meeting.

23. CODE OF CONDUCT

The code of conduct acts as a guideline to all NCEDA employees as to what is expected of them.
Employees signed the code of conduct and human resource unit monitors the implementation of

same.

24. HEALTH SAFETY AND ENVIRONMENTAL ISSUES

NCEDA adhere to all health and safety protocols in the work place as defined in the 1SO

standards.

25. COMPANY /BOARD SECRETARY

NCEDA did not have dedicated personnel for the company secretary during the year of reporting.

26. SOCIAL RESPONSIBILITY
During 2021/22 financial year, NCEDA didn't partake in any CSI programs due to COVID-19.

27. AUDIT COMMITTEE REPORT

The Audit Committee Report was signed on the 15 August 2022 for the financial year ended 31
March 2022.
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misstatements of non-current assets / revenue / expenditure / disclosure items identified by the auditors
in the submitted financial statements were corrected, resulting in the financial statements receiving an

unqualified audit opinion.

Expenditure management

25. Effective steps were not taken to prevent fruitless and wasteful expenditure amounting to R195 027,02, as
disclosed in note 38 to the annual financial statements, as required by section 51(1)(b)(ii) of the PFMA. The
majority of the fruitless and wasteful expenditure disclosed in the financial statements was caused by a
payment resulting from of a court order indicating that the public entity should pay the attorney fees and

disbursements of the plaintiff.

Revenue management
26. Effective and appropriate steps were not taken to collect all revenue due, as required by section 51(1)(b)(i)
of the PFMA.

Consequence management

27. | was unable to obtain sufficient appropriate audit evidence that disciplinary steps were taken against
officials who had incurred irregular and fruitless and wasteful expenditure as required by section
51(1)e)(iii) of the PFMA. This was due to proper and complete records that were not maintained as

evidence to support the investigations into irregular expenditure.

Other information

28. The accounting authority is responsible for the other information. The other information comprises the
information included in the annual report. The other information does not include the financial
statements, the auditor’s report and those selected programme presented in the annual performance

report that have been specifically reported in this auditor’s report.

29. My opinion on the financial statements and findings on the reported performance information and
compliance with legislation do not cover the other information and | do not express an audit opinion or

any form of assurance conclusion on it.

30. In connection with my audit, my responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements and the selected
programme presented in the annual performance report, or my knowledge obtained in the audit, or

otherwise appears to be materially misstated.

31. | did not receive the other information prior to the date of this auditor’s report. When | do receive and
read this information, if | conclude that there is a material misstatement therein, | am required to
communicate the matter to those charged with governance and request that the other information be
corrected. If the other information is not corrected, | may have to retract this auditor’s report and re-issue

an amended report as appropriate. However, if it is corrected this will not be necessary.

Internal control deficiencies
32. | considered internal control relevant to my audit of the financial statements, reported performance

information and compliance with applicable legislation; however, my objective was not to express any







Annexure — Auditor-general’s responsibility for the audit

1.

As part of an audit in accordance with the ISAs, | exercise professional judgement and maintain
professional scepticism throughout my audit of the financial statements and the procedures performed on
reported performance information for selected and on the public entity’s compliance with respect to the

selected subject matters.

Financial statements

2.

In addition to my responsibility for the audit of the financial statements as described in this auditor’s

report, | also:

o identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error; design and perform audit procedures responsive to those risks; and obtain audit evidence
that is sufficient 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, misrepresentations or the override of internal control

e obtain an understanding of internal control relevant to the audit 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 public entity’s internal control

¢ evaluate the appropriateness of accounting policies used and the reasonableness of accounting

estimates and related disclosures made by the accounting authority

e conclude on the appropriateness of the accounting authority’s use of the going concern basis of
accounting in the preparation of the financial statements. | also conclude, based on the audit evidence
obtained, whether a material uncertainty exists relating to events or conditions that may cast
significant doubt on the ability of the Northern Cape Economic Development Trade and Investment
Promotion Agency to continue as a going concern. If | conclude that a material uncertainty exists, | am
required to draw attention in my auditor’s report to the related disclosures in the financial statements
about the material uncertainty or, if such disclosures are inadequate, to modify my opinion on the
financial statements. My conclusions are based on the information available to me at the date of this
auditor’s report. However, future events or conditions may cause a public entity to cease operating as

a going concern

e evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and determine whether the financial statements represent the underlying transactions and

events in a manner that achieves fair presentation

Communication with those charged with governance

3.

| 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 | identify during my audit.

| also provide the accounting authority with a statement that | have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters
that may reasonably be thought to bear on my independence and, where applicable, actions taken to

eliminate threats or safeguards applied.
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These annual financial statements have been prepared in compliance with the applicable requirements of the Public
Finance Management Act, Act 1 of 1999.
Published 31 May 2022
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MEC Member of Executive Officer
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PFMA Public Finance Management Act
NCEDA Northern Cape Economic Development, Trade and Investment Promotion Agency
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Accounting Authority's Responsibilities and Approval

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

The annual financial statements have been prepared in accordance with International Financial Reporting Standards
(GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board.

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

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

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

The accounting authority has reviewed the entity’s cash flow forecast for the year to 31 March 2023 and, in the light of this
review and the current financial position, they are satisfied that the entity has or has access to adequate resources to
continue in operational existence for the foreseeable future.

The entity is wholly dependent on the entity for continued funding of operations. The annual financial statements are
prepared on the basis that the entity is a going concern and that the entity has neither the intention nor the need to liquidate
or curtail materially the scale of the entity.

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

The external auditors are responsible for independently reviewing and reporting on the entity's annual financial statements.
The annual financial statements have been examined by the entity's external auditors and their report is presented on page
4.

The annual financial statements set out from page 4, which have been prepared on the going concern basis, were approved
by the accounting authority on 31 May 2022 and were signed on its behalf by:

H Louw
Accounting Authority
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Accounting Authority's Report

The accounting authority submit their report for the year ended 31 March 2022.

1. Review of activities

Main business and operations

The entity is a public entity established in terms of Northern Cape Economic Development, Trade and Investment
Promotion Agency Act, Act 4 of 2008. The entity is a non - profit entity and is focused on service delivery in the Northern

Cape Province. the entity is listed in the PFMA as a schedule 3C - Public Entity.

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

Net surplus of the entity was R 24 894 024 (2021: surplus R 10 400 395).
2. Going concern

We draw attention to the fact that at 31 March 2022, the entity had an accumulate a net surplus of R 33 219 494 and that
the entity's total assets exceed its liabilities by R 33 219 494.

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of
liabilities, contingent obligations and commitments will occur in the ordinary course of business.

The ability of the entity to continue as a going concern is dependent on a number of factors. The most significant of these is
that the accounting authority continue to procure funding for the ongoing operations for the entity to meet its mandate. The
entity receives funding from the Northern Cape Department of Economic Development and Tourism and there is no
indication that the department are going to withdraw funding from the entity.

The entity has the support o of the department and oversight bodies in order to ensure that the entity remains sustain and
to enhance the financial position of the entity, through monitoring of project plans and budgets.

3. Subsequent events

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

4. Members’ interest in contracts

None of the executives involved in the entity had an interest in any of the contractual agreements.

5. Accounting Authority

The entity did not have a board constituted for the financial year under review, although the accounting officer has been
appointed with accounting authority powers, in terms of chapter 6, part 2 of the PFMA s.2(b).

6. Executive authority
The entity's executive authority is MEC of the Northern Cape Department of Economic Development and Tourism.
7. Auditors

Office of the Auditor General South Africa will continue in office for the next financial period.
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Statement of Financial Position as at 31 March 2022

Figures in Rand Note(s) 2022 2021
Restated*

Assets

Current Assets

Inventories 8 10 581 8 983
Receivables from exchange transactions 9 103 059 526 174
Cash and cash equivalents 11 37 270 904 12 684 847

37 384 544 13 220 004

Non-Current Assets

Property, plant and equipment 3 8 781 599 6 921 302
Intangible assets 4 930 983 199 493
Receivables from exchange transactions 9 383 939 383 939
10 096 521 7504734
Total Assets 47 481 065 20724738
Liabilities
Current Liabilities
Finance lease obligation 12 233776 106 087
Payables from exchange transactions 6 4 442 982 6343414
Transfers payable {non-exchange) 7 - 1434619
Unspent conditional grants and receipts 13 8 384 407 3078693
Bank overdraft 11 1969 -
13 063 134 10 962 813
Non-Current Liabilities
Finance lease obligation 12 55949 65 024
Operating lease liability 5 1142 488 720 075
1198 437 785 099
Total Liabilities 14 261 571 11 747 912
Net Assets 33 219 494 8 976 826
Accumulated surplus 33219 494 8 976 826

Total Net Assets 33 219 494 8 976 826
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Statement of Financial Performance

Figures in Rand Note(s) 2022 2021
Restated*
Revenue
Revenue from exchange transactions
Sale of goods 224 155 71230
Rendering of services 15 4 339 862 1704 257
Interest received 366 996 49 407
Administration and management fees received - 565 275
Other income 16 182 869 28 235
Total revenue from exchange transactions 5113 882 2418 404
Revenue from non-exchange transactions
Transfer revenue
Government grants & subsidies 19 68 689 631 43 565 833
Services received in kind 3858 187 2116111
Total revenue from non-exchange transactions 72 547 818 45 681 944
Total revenue 14 77 661 700 48 100 348
Expenditure
Employee related costs 20 (16 791 058) (16 377 666)
Consulting and professional fees 21 (12264 566) (4 607 273)
Depreciation and amortisation 22 (1415765) (1363 186)
Impairments (60 188) -
Finance costs 23 (103 034) (23 255)
Lease rentals on operating lease 17 (2 204 595) (2 266 297)
Bad debts written off (31 475) -
Cost of sale / inventory (118 413) (112 874)
Transfer payments- Projects 25 (10 500 000) (2 175 000)
General Expenses 26 (8 507 479) (10 692 606)
Repairs and maintenance (671 103) (81 796)
Total expenditure (52 667 676) (37 699 953)
Surplus for the year 24 994 024 10 400 395
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Statement of Changes in Net Assets

Accumulated Total net

Figures in Rand surplus / deficit assets
Opening balance as previously reported (1411579) (1411 579)
Adjustments

Prior year adjustments 33 (12 132) (12 132)
Balance at 01 April 2020 as restated* (1423711) (1423 711)
Changes in net assets

Surplus for the year - as previously stated 9 865 529 9 865 529
Prior year adjustment (Note 33) 534 866 534 866
Surplus for the year - restated 10 400 395 10 400 395
Restated* Balance at 01 April 2021 8 976 826 8 976 826
Changes in net assets

Surplus for the year 24 994 024 24 994 024
Adjustments relating to restatements (Note 33) (751 356) (751 356)
Total changes 24 242 668 24 242 668
Balance at 31 March 2022 33219 494 33 219 494
Note(s)
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Cash Flow Statement

Figures in Rand Note(s) 2022 2021
Restated*

Cash flows from operating activities

Receipts

Grants and subsidies 73 227 995 41 528 225

Sale of goods and services 5124 108 2473073

Interest received 366 996 49 407

Other cash item - 565 275
78 719 099 44 615 980

Payments
Employee costs
Suppliers
Finance costs

Net cash flows from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment
Purchase of other intangible assets

Net cash flows from investing activities

Cash flows from financing activities

Finance lease payments
Other cash item

Net cash flows from financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

(13 322 075)
(36 805 483)

(14 089 464)
(16 026 931)

(696) (452)
(50 128 254) (30 116 847)

27 28 590 845 14 499 133
3 (2740839) (3723114)
4 (980 997) (119 544)
(3721836) (3 842658)

(250 678) (154 700)

(34 243) -

(284 921) (154 700)

24 586 057 10 501 775

12 684 847 2183072

1 37270904 12 684 847
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Accounting Policies

Figures in Rand Note(s) 2022 2021

1. Presentation of Annual Financial Statements

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised
Accounting Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 91(1) of the Public
Finance Management Act (Act 1 of 1999).

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with
historical cost convention as the basis of measurement, unless specified otherwise. They are presented in South African
Rand.

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

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

These accounting policies are consistent with the previous period.

1.1 Presentation currency

These annual financial statements are presented in South African Rand, which is the functional currency of the entity.
1.2 Going concern assumption

These annual financial statements have been prepared based on the expectation that the entity will continue to operate as
a going concern for at least the next 12 months.

1.3 Property, plant and equipment

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used
during more than one period.

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

Property, plant and equipment is initially measured at cost.

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to
the location and condition necessary for it to be capable of operating in the manner intended by management. Trade
discounts and rebates are deducted in arriving at the cost.

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

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the
acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up.

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

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of
property, plant and equipment, the carrying amount of the replaced part is derecognised.

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

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the
location and condition necessary for it to be capable of operating in the manner intended by management.
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Accounting Policies

1.3 Property, plant and equipment (continued)

Items such as spare parts, standby equipment and servicing equipment are recognised when they meet the definition of
property, plant and equipment.

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet
the recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any
remaining inspection costs from the previous inspection are derecognised.

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.

Property, plant and equipment are depreciated on the straight-line basis over their expected useful lives to their estimated
residual value.

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

Item Depreciation method Average useful life
Buildings Straight-line 50 years

Furniture and fixtures Straight-line 6 years

Motor vehicles Straight-line 5-6 years

Office equipment Straight-line 6 years

IT equipment Straight-line 5 years

Leasehold equipment Straight-line 2-5 years

Rental Improvements Straight-line 10 years

The depreciable amount of an asset is allocated on a systematic basis over its useful life.

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

The depreciation method used reflects the pattern in which the asset’s future economic benefits or service potential are
expected to be consumed by the entity. The depreciation method applied to an asset is reviewed at least at each reporting
date and, if there has been a significant change in the expected pattern of consumption of the future economic benefits or
service potential embodied in the asset, the method is changed to reflect the changed pattern. Such a change is accounted
for as a change in an accounting estimate.

The entity assesses at each reporting date whether there is any indication that the entity expectations about the residual
value and the useful life of an asset have changed since the preceding reporting date. If any such indication exists, the
entity revises the expected useful life and/or residual value accordingly. The change is accounted for as a change in an
accounting estimate.

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

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

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

The entity separately discloses expenditure to repair and maintain property, plant and equipment in the notes to the
financial statements (see note 3 ).

The entity discloses relevant information relating to assets under construction or development, in the notes to the financial
statements (see note 3 ).
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Accounting Policies

1.4 Intangible assets

An asset is identifiable if it either:

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

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

A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it as if it were
in the form of a contract.

An intangible asset is recognised when:
. it is probable that the expected future economic benefits or service potential that are attributable to the asset will
flow to the entity; and
. the cost or fair value of the asset can be measured reliably.

The entity assesses the probability of expected future economic benefits or service potential using reasonable and
supportable assumptions that represent management’s best estimate of the set of economic conditions that will exist over
the useful life of the asset.

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

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred.

An intangible asset arising from development (or from the development phase of an internal project) is recognised when:
it is technically feasible to complete the asset so that it will be available for use or sale.

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

there is an ability to use or sell it.

it will generate probable future economic benefits or service potential.

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

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

® o o o o

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

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no
foreseeable limit to the period over which the asset is expected to generate net cash inflows or service potential.
Amortisation is not provided for these intangible assets, but they are tested for impairment annually and whenever there is
an indication that the asset may be impaired. For all other intangible assets amortisation is provided on a straight-line basis
over their useful life.

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date.
Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator
that the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is

amortised over its useful life.

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised
as intangible assets.

Internally generated goodwill is not recognised as an intangible asset.

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

Item Depreciation method Average useful life

Computer software, other Straight-line 3 years
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1.5 Financial instruments

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

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

A concessionary loan is a loan granted to or received by an entity on terms that are not market related.

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to
discharge an obligation.

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
foreign exchange rates.

Derecognition is the removal of a previously recognised financial asset or financial liability from an entity’s statement of
financial position.

A derivative is a financial instrument or other contract with all three of the following characteristics:

. lts value changes in response to the change in a specified interest rate, financial instrument price, commodity
price, foreign exchange rate, index of prices or rates, credit rating or credit index, or other variable, provided in
the case of a non-financial variable that the variable is not specific to a party to the contract (sometimes called
the ‘underlying’).

. It requires no initial net investment or an initial net investment that is smaller than would be required for other
types of contracts that would be expected to have a similar response to changes in market factors.

. It is settled at a future date.

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

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

A financial asset is:
. cash;
. a residual interest of another entity; or
. a contractual right to:
- receive cash or another financial asset from another entity; or
- exchange financial assets or financial liabilities with another entity under conditions that are potentially
favourable to the entity.

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for
aloss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified
terms of a debt instrument.

A financial liability is any liability that is a contractual obligation to:
. deliver cash or another financial asset to another entity; or
o exchange financial assets or financial liabilities under conditions that are potentially unfavourable to the entity.
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1.5 Financial instruments (continued)

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in market interest rates.

Liquidity risk is the risk encountered by an entity in the event of difficulty in meeting obligations associated with financial
liabilities that are settled by delivering cash or another financial asset.

Loan commitment is a firm commitment to provide credit under pre-specified terms and conditions.
Loans payable are financial liabilities, other than short-term payables on normal credit terms.

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market risk comprises three types of risk: currency risk, interest rate risk and other price risk.

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in market prices (other than those arising from interest rate risk or currency risk), whether those changes are caused by
factors specific to the individual financial instrument or its issuer, or factors affecting all similar financial instruments traded
in the market.

A financial asset is past due when a counterpart has failed to make a payment when contractually due.

A residual interest is any contract that manifests an interest in the assets of an entity after deducting all of its liabilities. A
residual interest includes contributions from owners, which may be shown as:
. equity instruments or similar forms of unitised capital;
. a formal designation of a transfer of resources (or a class of such transfers) by the parties to the transaction as
forming part of an entity’s net assets, either before the contribution occurs or at the time of the contribution; or
. a formal agreement, in relation to the contribution, establishing or increasing an existing financial interest in the
net assets of an entity.

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

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

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

. are held for trading.

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

Financial instruments at fair value comprise financial assets or financial liabilities that are:
o derivatives;
. contingent consideration of an acquirer in a transfer of functions between entities not under common control to
which the Standard of GRAP on Transfer of Functions Between Entities Not Under Common Control (GRAP 106)

applies
. combined instruments that are designated at fair value;
. instruments held for trading. A financial instrument is held for trading if:

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

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

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

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




Northern Cape Economic Development, Trade and Investment Promotion
Agency

Annual Financial Statements for the year ended 31 March 2022

Accounting Policies

1.5 Financial instruments (continued)
Classification

The entity has the following types of financial assets (classes and category) as reflected on the face of the statement of
financial position or in the notes thereto:

Class Category
Cash and cash equivalents Financial asset measured at amortised cost
Receivables, exchange transactions Financial asset measured at amortised cost
Receivable, non-exchange Financial asset measured at amortised cost

The entity has the following types of financial liabilities (classes and category) as reflected on the face of the statement of
financial position or in the notes thereto:

Class Category
Trade and other payables,exchange Financial liability measured at amortised cost
Finance lease obligations Financial liability measured at amortised cost

Initial recognition

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

The entity recognises financial assets using trade date accounting.
Initial measurement of financial assets and financial liabilities

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

The entity measures a financial asset and financial liability initially at its fair value [if subsequently measured at fair value].
The entity first assesses whether the substance of a concessionary loan is in fact a loan. On initial recognition, the entity
analyses a concessionary loan into its component parts and accounts for each component separately. The entity accounts

for that part of a concessionary loan that is:

- a social benefit in accordance with the Framework for the Preparation and Presentation of Financial Statements,
where it is the issuer of the loan; or

- non-exchange revenue, in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions
(Taxes and Transfers), where it is the recipient of the loan.

Subsequent measurement of financial assets and financial liabilities

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

All financial assets measured at amortised cost, or cost, are subject to an impairment review.
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1.5 Financial instruments (continued)
Fair value measurement considerations

The best evidence of fair value is quoted prices in an active market. If the market for a financial instrument is not active, the
entity establishes fair value by using a valuation technique. The objective of using a valuation technique is to establish what
the transaction price would have been on the measurement date in an arm’s length exchange motivated by normal
operating considerations. Valuation techniques include using recent arm’s length market transactions between
knowledgeable, willing parties, if available, reference to the current fair value of another instrument that is substantially the
same, discounted cash flow analysis and option pricing models. If there is a valuation technique commonly used by market
participants to price the instrument and that technigue has been demonstrated to provide reliable estimates of prices
obtained in actual market transactions, the entity uses that technique. The chosen valuation technique makes maximum
use of market inputs and relies as little as possible on entity-specific inputs. It incorporates all factors that market
participants would consider in setting a price and is consistent with accepted economic methodologies for pricing financial
instruments. Periodically, an entity calibrates the valuation technique and tests it for validity using prices from any
observable current market transactions in the same instrument (i.e. without modification or repackaging) or based on any
available observable market data.

The fair value of a financial liability with a demand feature (e.g. a demand deposit) is not less than the amount payable on
demand, discounted from the first date that the amount could be required to be paid.

Reclassification
The entity does not reclassify a financial instrument while it is issued or held unless it is:

- combined instrument that is required to be measured at fair value; or

- an investment in a residual interest that meets the requirements for reclassification.
Where the entity cannot reliably measure the fair value of an embedded derivative that has been separated from a host
contract that is a financial instrument at a subsequent reporting date, it measures the combined instrument at fair value.
This requires a reclassification of the instrument from amortised cost or cost to fair value.
If fair value can no longer be measured reliably for an investment in a residual interest measured at fair value, the entity
reclassifies the investment from fair value to cost. The carrying amount at the date that fair value is no longer available
becomes the cost.
If a reliable measure becomes available for an investment in a residual interest for which a measure was previously not
available, and the instrument would have been required to be measured at fair value, the entity reclassifies the instrument
from cost to fair value.

Gains and losses

A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at fair value is
recognised in surplus or deficit.

For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss is recognised in surplus or
deficit when the financial asset or financial liability is derecognised or impaired, or through the amortisation process.

Impairment and uncollectibility of financial assets

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

Financial assets measured at amortised cost:
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1.5 Financial instruments (continued)

If there is objective evidence that an impairment loss on financial assets measured at amortised cost has been incurred, the
amount of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s original
effective interest rate. The carrying amount of the asset is reduced directly OR through the use of an allowance account.
The amount of the loss is recognised in surplus or deficit.

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

Financial assets measured at cost:

If there is objective evidence that an impairment loss has been incurred on an investment in a residual interest that is not

measured at fair value because its fair value cannot be measured reliably, the amount of the impairment loss is measured
as the difference between the carrying amount of the financial asset and the present value of estimated future cash flows

discounted at the current market rate of return for a similar financial asset. Such impairment losses are not reversed.

Derecognition
Financial assets
The entity derecognises financial assets using trade date accounting.
The entity derecognises a financial asset only when:
- the contractual rights to the cash flows from the financial asset expire, are settled or waived;
- the entity transfers to another party substantially all of the risks and rewards of ownership of the financial asset; or

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

- derecognise the asset; and
- recognise separately any rights and obligations created or retained in the transfer.

The carrying amounts of the transferred asset are allocated between the rights or obligations retained and those transferred
on the basis of their relative fair values at the transfer date. Newly created rights and obligations are measured at their fair
values at that date. Any difference between the consideration received and the amounts recognised and derecognised is
recognised in surplus or deficit in the period of the transfer.

If the entity transfers a financial asset in a transfer that qualifies for derecognition in its entirety and retains the right to
service the financial asset for a fee, it recognise either a servicing asset or a servicing liability for that servicing contract. If
the fee to be received is not expected to compensate the entity adequately for performing the servicing, a servicing liability
for the servicing obligation is recognised at its fair value. If the fee to be received is expected to be more than adequate
compensation for the servicing, a servicing asset is recognised for the servicing right at an amount determined on the basis
of an allocation of the carrying amount of the larger financial asset.

If, as a result of a transfer, a financial asset is derecognised in its entirety but the transfer results in the entity obtaining a
new financial asset or assuming a new financial liability, or a servicing liability, the entity recognise the new financial asset,
financial liability or servicing liability at fair value.
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1.5 Financial instruments (continued)

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

If the transferred asset is part of a larger financial asset and the part transferred qualifies for derecognition in its entirety, the
previous carrying amount of the larger financial asset is allocated between the part that continues to be recognised and the
part that is derecognised, based on the relative fair values of those parts, on the date of the transfer. For this purpose, a
retained servicing asset is treated as a part that continues to be recognised. The difference between the carrying amount
allocated to the part derecognised and the sum of the consideration received for the part derecognised is recognised in
surplus or deficit.

If a transfer does not result in derecognition because the entity has retained substantially all the risks and rewards of
ownership of the transferred asset, the entity continues to recognise the transferred asset in its entirety and recognise a
financial liability for the consideration received. In subsequent periods, the entity recognises any revenue on the transferred
asset and any expense incurred on the financial liability. Neither the asset, and the associated liability nor the revenue, and
the associated expenses are offset.

Financial liabilities

The entity removes a financial liability {(or a part of a financial liability) from its statement of financial position when it is
extinguished — i.e. when the obligation specified in the contract is discharged, cancelled, expires or waived.

An exchange between an existing borrower and lender of debt instruments with substantially different terms is accounted
for as having extinguished the original financial liability and a new financial liability is recognised. Similarly, a substantial

modification of the terms of an existing financial liability or a part of it is accounted for as having extinguished the original
financial liability and having recognised a new financial liability.

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

Presentation

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

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

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

Distributions to holders of residual interests are recognised by the entity directly in net assets. Transaction costs incurred on
residual interests are accounted for as a deduction from net assets. Income tax [where applicable] relating to distributions to
holders of residual interests and to transaction costs incurred on residual interests are accounted for in accordance with the
International Accounting Standard on Income Taxes.

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

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

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

When a lease includes both land and buildings elements, the entity assesses the classification of each element separately.
Finance leases - lessee

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the fair
value of the leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to

the lessor is included in the statement of financial position as a finance lease obligation.

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in the
lease.

Minimum 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.

Any contingent rents are expensed in the period in which they are incurred.

Operating leases - lessor

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

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

The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term on a straight-line basis.

The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line
basis.

Income for leases is disclosed under revenue in statement of financial performance.

Operating leases - lessee

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

1.7 Inventories

Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then
their costs are their fair value as at the date of acquisition.

Subsequently inventories are measured at the lower of cost and net realisable value.
Inventories are measured at the lower of cost and current replacement cost where they are held for;
. distribution at no charge or for a nominal charge; or

. consumption in the production process of goods to be distributed at no charge or for a nominal charge.

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of
completion and the estimated costs necessary to make the sale, exchange or distribution.

Current replacement cost is the cost the entity incurs to acquire the asset on the reporting date.

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the
inventories to their present location and condition.

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for
specific projects is assigned using specific identification of the individual costs.
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1.7 Inventories (continued)

The cost of inventories is assigned using the weighted average cost formula. The same cost formula is used for all
inventories having a similar nature and use to the entity.

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which
the related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are
distributed, or related services are rendered. The amount of any write-down of inventories to net realisable value or current
replacement cost and all losses of inventories are recognised as an expense in the period the write-down or loss occurs.
The amount of any reversal of any write-down of inventories, arising from an increase in net realisable value or current
replacement cost, are recognised as a reduction in the amount of inventories recognised as an expense in the period in
which the reversal occurs.

1.8 Cash and cash equivalents

Cash comprises cash on hand and demand deposits.

Cash equivalents are short-term, highly liquid investments that are readily convertible to known amounts of cash and which
are subject to an insignificant risk of changes in value.

Cash equivalents are held for the purpose of meeting short-term cash commitments rather than for investment or other
purposes.

Cash and cash equivalents comprise bank balances, cash on hand, deposits held at call with banks and other short-term
highly liquid investments with original maturities of three months or less which are available on demand.

Some equity investments are included in cash equivalents when they are, in substance, cash equivalents.

Bank overdrafts which are repayable on demand forms an integral part of the entity’s cash management activities, and as
such are included as a component of cash and cash equivalents.

1.9 Impairment of cash-generating assets

Cash-generating assets are assets used with the objective of generating a commercial return. Commercial return means
that positive cash flows are expected to be significantly higher than the cost of the asset.

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

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

A cash-generating unit is the smallest identifiable group of assets used with the objective of generating a commercial return
that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or
groups of assets.

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

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

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

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use.
Useful life is either:
. the period of time over which an asset is expected to be used by the entity; or

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

Criteria developed by the entity to distinguish cash-generating assets from non-cash-generating assets are as follows:
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1.9 Impairment of cash-generating assets (continued)
Identification
When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired.

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

Irrespective of whether there is any indication of impairment, the entity also tests a cash-generating intangible asset with an
indefinite useful life or a cash-generating intangible asset not yet available for use for impairment annually by comparing its

carrying amount with its recoverable amount. This impairment test is performed at the same time every year. If an intangible
asset was initially recognised during the current reporting period, that intangible asset was tested for impairment before the

end of the current reporting period.

Value in use

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived from
the continuing use of an asset and from its disposal at the end of its useful life.

When estimating the value in use of an asset, the entity estimates the future cash inflows and outflows to be derived from
continuing use of the asset and from its ultimate disposal and the entity applies the appropriate discount rate to those future
cash flows.

1.10 Share capital / contributed capital

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its
liabilities.

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

A qualifying insurance policy is an insurance policy issued by an insurer that is not a related party (as defined in the
Standard of GRAP on Related Party Disclosures) of the reporting entity, if the proceeds of the policy can be used only to
pay or fund employee benefits under a defined benefit plan and are not available to the reporting entity’s own creditors
(even in liquidation) and cannot be paid to the reporting entity, unless either:
. the proceeds represent surplus assets that are not needed for the policy to meet all the related employee benefit
obligations; or
. the proceeds are returned to the reporting entity to reimburse it for employee benefits already paid.

Termination benefits are employee benefits payable as a result of either:
. an entity’s decision to terminate an employee’s employment before the normal retirement date; or
. an employee’s decision to accept voluntary redundancy in exchange for those benefits.

Other long-term employee benefits are employee benefits (other than post-employment benefits and termination benefits)
that are not due to be settled within twelve months after the end of the period in which the employees render the related
service.

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

Composite social security programmes are established by legislation and operate as multi-employer plans to provide post-
employment benefits as well as to provide benefits that are not consideration in exchange for service rendered by
employees.

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