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PART C: GOVERNANCE 

3.1. INTRODUCTION 

Eastern Cape Provincial Arts and Culture Council 

Annual Report for 2023/24 

The ECPACC Council has a duty and judiciary responsibilities to ensure that transparency, accessibility and 
accountability with public resources at its disposal. It undertakes its obligations with integrity, care, honesty 
and a professional ethos acting in furtherance of the public good, the rule of law, transparent processes, and 
a strong civil society participating in public affairs. 

During the year under review the council played its oversight role effectively. It provided sound leadership to 
management and staff. This enabled the entity to undertake its objectives of promoting the development and 
transformation of the arts and culture industry in the province. 

-3-.2-;-f>ORl"fOtlO-COMMtTl"-EE-S 

During the year under review the entity submitted the following documents to the Portfolio Committee for 
Sport, Recreation, Arts and Culture at the Eastern Cape Legislature: 

(a) Annual Performance Plan and the Annual Operational Plan for 2024/25
(b) 2022/23 Annual Report
(c) Semester Performance and Financial Report 2023/24

3.3. EXECUTIVE AUTHORITY 

ECPACC maintains a very good relationship with the Executive Authority, the MEC for the Department of 
Sport, Recreation, Arts and Culture. During the year under review, the entity has had various meetings with 
the MEC to discuss several matters pertaining to governance, strategy review of ECPACC as well as the 
execution of the strategy. Furthermore, ECPACC has fulfilled its statutory obligation to submit quarterly 
performance reports to the executive authority. These reports show how the entity has performed against the 
indicators and targets set in the annual performance plan for the year. During the year under review the entity 
submitted these reports with other statutory submissions to the Executive Authority as detailed below: 

1 

2 

3 

4 
5 

6 
7 

8 

Fourth Quarter Performance & Financial 30 April 2023 
Report 2022/23 
First Quarter Performance & Financial Report 31 July 2023 
2023/24 
Audited Annual Financial Statements & 31 July 2023 
Annual Performance Re ort 2022/23 
ECPACC 2024/25 Bud et Se tember 2023 
Second Quarter Performance & Financial 31 October 2023 
Re ort 2023/24 
Annual Re ort 2022/23 Financial Year 31 Au ust 2023 
Semester Report 2023/24 - Performance 31 October 2023 
and Finance 
Third Quarter Performance Re ort 2023/24 31 Janua 2024 

None 

None 

None 

None 
None 

None 
None 

None 
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Eastern Cape Provincial Arts and Culture Council 
 

Annual Financial Statements
 

Report of the Chief Executive Officer at 31 March 2024 

 
 

 

Introduction 

The Councillors who constitute the Accounting Authority in terms of the Public Finance 

Management Act, 1999 (Act No. 1 of 1999) (PFMA), Treasury Regulations and other relevant 

laws of the Republic of South Africa present their report which forms part of the unaudited 

annual financial statements for the year ended 31 March 2024. 
 
The Eastern Cape Provincial Arts & Culture Council is established as a public entity in terms 

of the Eastern Cape Provincial Arts & Culture Council Act, 2000 (Act No. 6 of 2000) (Eastern 

Cape) and is listed as a provincial public entity in Schedule 3C of the PFMA. 

2. Councillors 

The members of the council detailed below are appointed for a three-year period. 

Mr PG Zitumane (Chairperson) 

Ms. B Tonise (Deputy-Chairperson) 

Ms. P Loyilane 

Dr S Potelwa 

Dr N Khewu 

Mr. M Mzanywa  

Mr V Mshudulu (Non-remunerative member) 

Mr. L Mtimde 

Ms N Jongilanga 

Mr. L Mbikahlobo                        

3. Members of the Audit and Risk Committee 

The members serving on the Audit and Risk Committee during the year under review are as 

follows: 

Mr L Mtimde (Chairperson)  
Mr W Mushohwe CA (SA), MBA 
Ms N Jongilanga 
Ms C Dali CA (SA) (Non-remunerative member) 

Mrs S Peter - LLB* 

*Ms S Peter resigned from the Audit and Risk Committee with effect from 30 April 2024.   
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4. Principal Activities 

The Council is entrusted with the responsibility of fostering the arts and promoting the culture 

of the Eastern Cape.  The Council activities are developed to allow for the expression of the 

unique identity of the province and enable its artists to realise their potential through their 

expression of the arts to build an improved quality of life for themselves and their communities. 

5. General review of the state of financial affairs 

The Eastern Cape Provincial Arts & Culture Council's business and operations and the results 

thereof are clearly defined in the attached annual financial statements.  The total adjusted 

budget of the entity amounted to R28 866 644, inclusive of the equitable share, film sector 

development funding, approved rollovers and administered funds. No material fact or 

circumstance has occurred between the accounting date and the date of this report. 

6. Grant Funding and Rollovers 

The Eastern Cape Provincial Arts & Culture Council has received grant funding to the value 

of R20 465 000 (2022/23: R13 120 000) from the Department of Sport, Recreation, Arts and 

Culture (DSRAC) for the year under review. The transfer is inclusive of the R7 820 000 for film 

sector development, specifically to support season 2 of Gqeberha: The Empire telenovela 

which is currently produced in Gqeberha, and also R12 645 000 for the equitable share. The 

entity also received approval from the Eastern Cape Provincial Treasury (ECPT) for the 

2022/23 rollover request amounting to R7 479 200. Finally, the entity also received 

administered funds from its strategic partners amounting to R362 443. This brought the total 

adjusted budget of the entity to R28 866 644. 
 
7. Events after reporting date 

Management is not aware of any events after reporting date that require disclosure at 31 

March 2024. 

8. Going Concern 

Based on the available information at 31 March 2024, the entity will continue to operate as a 

going concern over the twelve month period ending 31 March 2025.  However, the entity 

continues to operate under unfavourable solvency conditions as its indicative baseline budget 

allocation proves to be inadequate. 

The unfavourable operating conditions are mitigated by the legislated funding commitment 

endorsed by the Eastern Cape Provincial Legislature and documented in the Eastern Cape 

Estimates for Public Entities 2024/25 book issued by the ECPT.  This document affirms a 

multi-year transfer of funds to ECPACC to ensure that the entity is able to continue its 

operation at least up to and including 2025/26 financial year.   
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9. Auditors 

The Auditor-General of South Africa will continue in office in accordance with Section 58 of 

the PFMA. 

Lunika Chartered Accountants and Auditors are the current internal auditors of the entity. 

 

 

Mr M. Nkasawe 

Chief Executive Officer 

31 July 2024
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Eastern Cape Provincial Arts and Culture Council 
Annual Financial Statements 

General Information at 31 March 2024 

 

Country of incorporation and 

domicile: 

Nature of business and 

principal activities: 

Accounting Authority: 

Council members: 

Business and Registered 

address:                        

 

 

 

 

 

Abbreviations: 

ASB   

CSIR   
 
CCMA   

OTP   
DEDEAT 

  

ECPACC    

A Schedule 3C Public Entity listed in the PFMA and incorporated in Eastern 

Cape, South Africa. 

 

Development and promotion of Arts & Culture. 

The Accounting Authority was appointed on 22 April 2022 for a three-year 

term. 

Mr PG Zitumane (Chairperson) 

Ms B Tonise (Deputy-Chairperson) 

Ms P Loyilane 
Dr S Potelwa 

Dr N Khewu 

Mr L Mtimde 

Mr M Mzanywa 

Mr L Mbikahlobo 

Ms N Jongilanga 

Mr V Mshudulu (Non-remunerative member) 

Physical Postal 

16 Commissioner Street P. O. Box 18372 

EAST LONDON CBD Quigney 

5200 EAST LONDON, 5211. 

 

Lunika Chartered Accountants and Auditors (Internal Auditors) 

 
Accounting Standards Board     

Council for Scientific and Industrial Research   

Commission for the Conciliation, Mediation and Arbitration 

Office of the Premier       

Department of Economic Development, Environmental Affairs and 
Tourism 

Eastern Cape Provincial Arts and Culture Council 
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DSRAC   

ECPT   

GRAP   
 
 
PFMA   

    

SPO   

SPR   
 
AGSA   
 

 

 

Department of Sports, Recreation, Arts and Culture 

Eastern Cape Provincial Treasury     

Generally Recognised Accounting Practice   

Public Finance Management Act (Act No. 1 of 1999, as amended)  
 
Statement of Financial Position     

 

Statement of Financial Performance      

 
Auditor General of South Africa     
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Eastern Cape Provincial Arts and Culture Council  
Annual Financial Statements 

Statement of Responsibility by the Accounting Authority at 31 March 2024 

 

The annual financial statements are primarily the responsibility of the Accounting Authority.  

The annual financial statements have been prepared in accordance with the effective Standards 

of Generally Recognised Accounting Practices (GRAP) including any interpretations, guidelines 

and directives issued by the Accounting Standards Board. 

The Accounting Authority has reviewed the entity's budgets and cash flow forecasts for the year 

ended 31 March 2025.  On the basis of this review, the Accounting Authority believes that the 

entity will be a going concern in the year ahead and have continued to adopt the going concern 

basis in preparing the annual financial statements.   

During the year under review the entity's main budget amounted to R11 680 000 which 

comprised of the R11 120 000 for the equitable share and own revenue of R560 000. The 

adjusted budget amounted to R28 866 644, which comprised of the main budget and the R9 

345 000 additional budget to be utilised on the entity's operations and the film sector 

development, the approved roll-over funds of R7 479 200 and finally the administered funds of 

R362 444.  
 
There has been a R1 525 000 increase in the equitable share compared to the prior year which 

represents a 13.71% increase.  
 
The Accounting Authority sets standards to enable management to meet the above 

responsibilities by implementing systems of internal control and risk management that are 

designed to provide reasonable, but not absolute assurance against material misstatements and 

losses.  The entity maintains internal financial controls to provide assurance regarding: 
 

(a) The safeguarding of assets against unauthorised use or disposal; and 

(b) The maintenance of proper accounting records and the reliability of financial information 

used within the entity or for publication. 

The controls contain self-monitoring mechanisms, and actions are taken to correct deficiencies 

as they are identified.  Even an effective system of internal control, no matter how well designed, 

has inherent limitations, including the possibility of circumvention or the overriding of controls.   

An effective system of internal controls, therefore, aims to provide reasonable assurance with 

respect to the reliability of financial information and, in particular, financial statement 

presentation.  Furthermore, because of changes in conditions, the effectiveness of internal 

financial control may vary over time. 
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The Accounting Authority has reviewed the entity's systems of internal control and risk 

management for the period from 1 April 2023 to 31 March 2024.  The Accounting Authority is of 

the opinion that the entity's system of internal control and risk management were effective for 

the period under review.  However, there is still room for improvement in view of the internal 

audit findings raised in the year under review and the high vacancy rate. 

In the opinion of the Accounting Authority, based on the information available to date, the annual 

financial statements fairly present the financial position of the Eastern Cape Provincial Arts & 

Culture Council as at 31 March 2024, its financial performance and cash flow information for 

the year then ended and the Code of Corporate Practices and Conduct has been adhered to. 
 
The audited annual financial statements set out on pages 10 to 58, which have been prepared 

on the going concern basis, were approved by the Accounting Authority in terms of section 

51(1)(f) of the Public Finance Management Act 1999, (Act No. 1 of 1999) (PFMA) on 30 July 

2024 and were signed on its behalf by: 

 

Mr PG Zitumane 

Chairperson of the Council 
31 July 2024 
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Eastern Cape Provincial Arts and Culture Council  
Annual Financial Statements 

Audit and Risk Committee Report for the year ended 31 March 2024 

 

Report of the Audit and Risk Committee 

We are pleased to present our report for the financial year ended 31 March 2024. 

Audit and Risk Committee and attendance  

The Audit and Risk Committee consists of the members listed hereunder and meet per the 

schedule of meetings in its approved Audit and Risk Committee charter. 

Name of member                                                             Number of meetings attended 

Mr L Mtimde (Chairperson)        7 of 7 

Mr W Mushohwe CA (SA), MBA       7 of 7  
Ms N Jongilanga         7 of 7  
Ms C Dali CA (SA) (Non-remunerative member)     5 of 7 
Mrs S Peter (LLB)*                                                                                                    4 of 7 

*Ms S Peter resigned from the Audit and Risk Committee with effect from 30 April 2024. 

Audit and Risk Committee Responsibility  

The Audit and Risk Committee reports that it has complied with its responsibilities arising from 

Section 51 (1)(a)(ii) of the Public Finance Management Act and Treasury Regulation 27.1. The 

Audit and Risk Committee further reports that it has adopted appropriate formal terms of 

reference as its Audit and Risk Committee Charter, has regulated its affairs in compliance with 

this charter and has discharged all its responsibilities as contained therein. 
 
The Effectiveness of Internal Control and Financial Concerns  

Management periodically presents to the Audit and Risk Committee an audit tracking document 

whereby audit findings raised in the previous financial year by both the external auditors and 

internal auditors are monitored and action plans to address the audit findings are assessed. 

The limited final baseline departmental allocation for the equitable share is a concern as the 

entity continues to operate under stringent budgetary conditions which affects effective 

implementation of mandated programmes.  

This unfavourable going concern assumption is mitigated by the legislated funding commitment 

endorsed by the Eastern Cape Provincial Legislature and documented in the Eastern Cape 

Estimates for Public Entities 2024/25 book issued by the ECPT.  This document affirms a multi-

year transfer of funds to ECPACC to ensure that the entity is able to continue its operation at 

least up to and including 2025/26 financial year.   
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Audit and Risk Committee Report at 31 March 2024 

 

 

In-Year Monitoring and Quarterly Report  

The Audit and Risk Committee met seven times during the year and performed the quarterly 

review of financial and performance information reports and Management has reported 

quarterly on these reports to the ECPT and DSRAC as is required by the PFMA. 

Evaluation of Financial Statements and Performance Information  

The Audit and Risk Committee has met to perform a review of the unaudited annual financial 

statements and the annual performance information report. In this respect we performed a 

high- level review of the annual financial statements and annual performance information. 

The Audit and Risk Committee continues to be concerned with the lack of a dedicated Human 

Resources Management function in the entity which is a direct result of inadequate funding.  

This vacuum has resulted in the accumulation of various labour matters which remains 

unresolved. 

Review of the Eastern Cape Provincial Arts and Culture Council Act (Act No. 6 of 2000) 

During the current financial year the review of the ECPACC Act, including extensive 

consultations, was completed and the reviewed Act will be tabled in parliament at the beginning 

of the seventh administration by the Eastern Cape government. This is a significant milestone 

as this review took excessively long to complete due to various challenges. 

Submission of the unaudited annual financial statements and annual performance report  

The Audit and Risk Committee have considered the possible errors within the current unaudited 
annual financial statements and annual performance report and have concluded that the 
information should be submitted to the Eastern Cape Provincial Treasury and Auditor General 
by 31 May 2024. 

CL Mtimde 

eSignature 
Chairperson of the Audit and Risk Committee   
31 July 2024 
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Eastern Cape Provincial Arts and Culture Council  
Annual Financial Statements 

Statement of Financial Position (SPO) for the year ended 31 March 2024 
 

Figures in Rand Note(s) 2024 2023 

ASSETS 
Non-current assets 
Property, plant and equipment   2             886,894      1,181,700  
Intangible assets  3                         -                    - 
Trade and other receivables - Non-exchange transactions  5               77,733           77,733 
             964,627     1,259,433 

Current assets 
Inventory  4             155,664         158,784  
Trade and other receivables   5          9,142,425     11,909,480 
Cash and cash equivalents   6          1,812,487       8,940,208  
                                                                                                                                    11,110,576     21,008,472 
    
TOTAL ASSETS                                          12,075,203     22,267,908 

LIABILITIES 
Current liabilities 
Unspent conditional grant  7         7,093,059     15,495,526 
Administered funds   8            347,201         699,866  
Trade payables and accruals  9            652,055      1,104,194  
TOTAL LIABILITIES         8,092,314     17,299,586 
NET ASSETS 
Reserves 
 
 
Accumulated surplus         3,982,889       4,968,322  
TOTAL NET ASSETS AND LIABILITIES        12,075,203     22,267,908 
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*Expenditure disclosed in the AFS has been analysed by nature. 

 

Eastern Cape Provincial Arts and Culture Council 
Annual Financial Statements

Statement of Financial Performance (SPR) for the year ended 31 March 2024

Figures in Rand Note(s) 2024 2023

REVENUE

Revenue from exchange transactions 10.1/19 2,051              3,855                    

Revenue from non-exchange transactions 10.2 28,867,912    25,926,266          

Other income 10.3/19 463,558          192,413               

TOTAL REVENUE 29,333,521    26,122,534         

EXPENSES*

Employee benefit costs 18 8,604,480       7,191,164            

Depreciation and amortisation expense 2/3 301,806          302,660               

Project expenses 12 17,836,059    13,920,679          

Other expenses 27 3,961,954       4,851,118            

TOTAL EXPENDITURE 30,704,299    26,265,621         

(DEFICIT) FROM OPERATIONS 12 (1,370,778)     (143,087)              

Interest earned 13 466,094          728,673               

Loss on assets written-off (80,749)          -                            

SURPLUS/(DEFICIT) FOR THE YEAR (985,433)        585,587               
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Eastern Cape Provincial Arts and Culture Council  
Annual Financial Statements 

Statement of Changes in Net Assets for the year ended 31 March 2024 

Figures in Rand Note(s) 
Accumulated         

surplus/(deficit) 
Total Net    

Assets 
Opening Balance at 1 April 2022         4,383,187      4,383,187 

Surplus for the year            585,587          585,587 

Opening Balance at 1 April 2023         4,968,322      4,968,322 

Deficit for the year           (985,433)  (985,433) 

Closing Balance at 31 March 2024         3,982,889      3,982,889 
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Eastern Cape Provincial Arts and Culture Council  
Annual Financial Statements 

Cash Flow Statement for the year ended 31 March 2024 

 

Figures in Rand  Note(s)                   2024           2023 

Cash flows from operating activities 
Cash receipts from customers and grants received        20,874,495              13,893,772 
Cash paid to suppliers and employees                    (28,386,971)             (33,434,569) 
Interest earned  13             466,094                     728,673 
Net cash (outflow) / inflow from operating activities   15         (7,046,382)             (18,812,124) 

Cash flows from investing activities 
Purchase of property, plant and equipment   2              (87,300)                   (711,707)  
Insurance proceeds                  5,961                                 - 
Net cash outflow from investing activities              (81,339)                   (711,707) 

    
Net (decrease) / increase in Cash and cash 

equivalents  
       (7,127,721)              (19,523,831) 

Cash and cash equivalents at beginning of the year          8,940,208              28,464,039 

Cash and cash equivalents at end of year  6          1,812,487                8,940,208 
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Eastern Cape Provincial Arts and Culture Council  
Annual Financial Statements 

Statement of Comparison of Budget and Actual Amounts 
For the year ended 31 March 2024 

 

 
 

* Refer to Note 19 of the Annual Financial Statements for explanation on material differences.  

Figures in Rand 

Note 19

Note Approved Adjustment Roll-over Final Actual Variance* %

REVENUE

Revenue from exchange transactions 10.1 -                     -                    -                     -                     2,051              2,051              -100.00%

Interest received 13 160,000        -                    -                     160,000        466,094         306,094         191.31%

Revenue from non-exchange transaction 10.2 11,120,000   9,707,444    7,479,200     28,306,644   28,867,912    561,268         1.98%

Other non-tax revenue 10.3 400,000        -                    -                     400,000        463,558         63,558            15.89%

Sub-total 11,680,000   9,707,444    7,479,200     28,866,644   29,799,615    932,971         3.23%

EXPENSES

Employee benefit costs 18 7,047,000     1,584,402    -                     8,631,402     8,604,480      (26,922)          -0.31%

Depreciation and amortisation expense 2/3 -                     -                    -                     -                     301,806         301,806         100.00%

Project expenses 12 1,627,000     7,332,714    7,479,200     16,438,914   17,836,059    1,397,145      8.50%

Other expenses 27 3,006,000     790,328       -                     3,796,328     3,961,954      165,626         4.36%

Sub-total 11,680,000   9,707,444    7,479,200     28,866,644   30,704,299    1,837,655      6.37%

Loss on assets written-off 80,749           

DEFICIT FOR THE YEAR (985,433)       

2024

Note Approved Adjustment Roll-over Final Actual Variance %

REVENUE

Revenue from exchange transactions 10.1 -                 -               -                 3,856              3,856              

Interest received 13 160,000        -               160,000        728,673         568,673         355.4%

Revenue from non-exchange transaction 10.2 11,120,000   2,000,000    27,334,780   40,454,780   25,926,266    (14,528,514)   -35.9%

Other non-tax revenue 10.3 400,000        -               400,000        192,413         (207,587)        -51.9%

Sub-total 11,680,000  2,000,000   27,334,780   41,014,780  26,851,208    (14,163,572)  -34.5%

EXPENSES

Employee benefit costs 18 7,047,000     (1,206,659)  -                     5,840,341     7,191,164      1,350,823      23.1%

Depreciation and amortisation expense 2/3 -                 -               -                     -                 302,660         302,660         100.0%

Project expenses 12 1,627,000     2,000,000    27,334,780   30,961,780   13,920,679    (17,041,102)   -55.0%

Other expenses 27 3,006,000     1,206,659    -                     4,212,659     4,851,118      638,459         15.2%

Sub-total 11,680,000  2,000,000   27,334,780   41,014,780  26,265,621    (14,749,159)  -36.0%

SURPLUS FOR THE YEAR 585,587         

2023
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1. Basis of Preparation 

 

The annual financial statements have been prepared in accordance with the effective Standards of Generally 

Recognised Accounting Practices (GRAP) including any interpretations, guidelines and directives issued by 

the Accounting Standards Board. 

Presentation currency 

The annual financial statements are presented in South African Rand, which is the functional currency of 

the entity. Unless stated otherwise, all figures have been rounded off to the nearest Rand. 

Going concern assumption 

 

These annual financial statements have been prepared on the assumption that the entity will continue to 

operate as a going concern for at least the next 12 months. 

Comparative information 

 

When the presentation or classification of items in the annual financial statements is amended, prior period 

comparative amounts are restated. The nature and reason for the reclassification is disclosed. Where 

accounting errors have been identified in the current year, the correction is made retrospectively as far as 

is practicable, and the prior year comparatives are restated accordingly. 

Where there has been a change in accounting policy in the current year, the adjustment is made 

retrospectively as far as is practical, and the prior year comparatives are restated accordingly. 

Significant judgments 

In preparing the annual financial statements, management is required to make estimates and assumptions 

that affect the amounts represented in the annual financial statements and related disclosures. Use of 

available information and the application of judgment is inherent in the formation of estimates. Actual results 

in the future could differ from these estimates which may be material to the annual financial statements. 

Significant judgments include: 

Trade Receivables 

 

The entity assesses its trade receivables for impairment at each reporting date. In determining whether an 

impairment loss should be recorded in the Statement of Financial Performance, the entity makes judgments 
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as to whether there is observable data indicating a measurable decrease in the estimated future cash flows 

from a financial asset. 

The impairment for receivables is calculated on a portfolio basis, based on historical loss ratios, adjusted 

for national and industry-specific economic conditions and other indicators present at the reporting date that 

correlate with defaults on the portfolio. 
 

Fair value estimation 

 

The carrying value less impairment provision of trade receivables and payables are assumed to approximate 

their fair values. The fair value of financial liabilities for disclosure purposes is estimated by discounting the 

future contractual cash flows at the current market interest rate that is available to the entity for similar 

financial instruments. 

Impairment testing 

 

The recoverable amounts of cash-generating units and individual assets have been determined based on 

the higher of value-in-use calculations and fair values. These calculations require the use of estimates and 

assumptions. 

The entity reviews and tests the carrying value of assets when events or changes in circumstances suggest 

that the carrying amount may not be recoverable. If there are indications that impairment may have occurred, 

estimates are prepared of expected future cash flows for each group of assets. 

If the recoverable service amount of a non-cash generating asset is less than its carrying amount, the 

carrying amount of the asset shall be reduced to its recoverable service amount. That reduction is an 

impairment loss. An impairment loss shall be recognised immediately in surplus or deficit, unless the asset 

is carried at a revalued amount. Any impairment loss of a revalued asset shall be treated as a revaluation 

decrease. 

Provisions 

Provisions were raised and management determined an estimate based on the information available.  

Provisions are measured at management’s best estimate of the expenditure required to settle the obligation 

at the reporting date and are discounted to present value where the effect is material. 
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Useful lives and residual values 

 

The entity re-assesses the useful lives and residual values of property, plant and equipment on an annual 

basis. In re-assessing the useful lives and residual values of property, plant and equipment management 

considers the condition and use of the individual assets, to determine the remaining period over which the 

asset can and will be used. 

1.2. Statements and interpretations effective in 2023/24 

In the current year, the entity has adopted the following standards and interpretations that are effective for 

the current financial year and that are relevant to its operations: 
 
Reference Title 

 
GRAP 1 Presentation of Financial Statements 
GRAP 2 Cash Flow Statements 
GRAP 3 Accounting Policies, Changes in Accounting Estimates and 

Errors 
GRAP 4 The Effects of Changes in Foreign Exchange Rates 
GRAP 5 Borrowing Costs 
GRAP 6 Consolidated and Separate Financial Statements 
GRAP 7 Investments in Associates 
GRAP 8 Interest in Joint Ventures 
GRAP 9 Revenue from Exchange Transactions 
GRAP 10 Financial Reporting in Hyperinflationary Economies 
GRAP 11 Construction Contracts 
GRAP 12 Inventories 
GRAP 13 Leases 
GRAP 14 Events After the Reporting Date 
GRAP 16 Investment Property 
GRAP 17 Property Plant and Equipment 
GRAP 18 Segment Reporting 
GRAP 19 Provisions, Contingent Liabilities and Contingent Assets 
GRAP 20 Related Party Disclosures 
GRAP 21 Impairment of Non-cash-generating Assets 
GRAP 23 Revenue from Non-exchange Transactions (Taxes and 

Transfers) 
GRAP 24 
 

Presentation of Budget Information in Financial Statements 
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GRAP 25 Employee Benefits 
GRAP 26 Impairment of Cash-generating assets 
GRAP 31 Intangible Assets 
GRAP 32 Service Concession Arrangements: Grantor 
GRAP 100 Discontinued Operations 
GRAP 104 Financial Instruments 
GRAP 105 Transfer of Functions Between Entities Under Common Control 
GRAP 106 Transfer of Functions Between Entities Not Under Common 

Control 
GRAP 107 Mergers 
GRAP 108 Statutory Receivables 
GRAP 109 
IGRAPs 1-21 

Accounting by Principals and Agents 
Various 

 
1.3. Standards issued but not yet effective 

Amendments were made to the following Standards of GRAP and have been approved, but are not yet 

effective: 
Item No GRAP Number GRAP Title 

1. GRAP 103 Heritage Assets 
2. GRAP 104 Financial Instruments 
3. GRAP 105 Transfer of Functions Between 

Entities Under Common Control 
4. GRAP 106 Transfer of Functions Between 

Entities Not Under Common 

Control 
5. GRAP 107 Mergers 
6. IGRAP 22 Foreign Currency Transactions 

and Advance Consideration 
 
1.4. Revenue recognition 

Revenue comprises the consideration received or receivable for the sale of goods in the ordinary course of 

the Council's activities. Revenue is measured at the fair value of the consideration received or receivable 

net of estimated returns. 

Revenue is recognised as follows: 
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1.4.1. Revenue from exchange transactions 

                
Interest income is accrued on a timely basis by reference to the principal amount outstanding and at the 

interest rate applicable. 

Revenue from the sale of goods is recognised when all of the following conditions have been satisfied: 

(a) the entity has transferred to the buyer the significant risks and rewards of ownership of the goods; 

 

(b) the entity retains neither continuing managerial involvement to the degree usually associated with 

ownership nor effective control over the goods sold; 
(c) the amount of revenue can be measured reliably; 
(d) it is probable that the economic benefits or service potential associated with the transaction will 

flow to the entity; and 
(e) the costs incurred or to be incurred in respect of the transaction can be measured reliably. 

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue 

associated with the transaction is recognised by reference to the stage of completion of the transaction at 

the reporting date. The outcome of a transaction can be estimated reliably when all of the following 

conditions are satisfied: 
 
(a) the amount of revenue can be measured reliably; 
(b) it is probable that the economic benefits associated with the transaction will flow to the entity; 
(c) the stage of completion of the transaction at the reporting date can be measured reliably; and 

(d) the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, 

revenue shall be recognised only to the extent of the expenses recognised that are recoverable.  Revenue 

from exchange transactions refers to revenue that accrued to the entity directly in return for services 

rendered /goods sold, the value of which approximates the consideration received or receivable. 

Revenue is measured at the fair value of the consideration received or receivable and represents the 

amounts receivable for goods and services provided in the normal course of business, net of trade discounts 

and volume rebates. 

104



Eastern Cape Provincial Arts and Culture Council  
Annual Financial Statements 

Accounting Policies for the year ended 31 March 2024 

 

 
 

1.4.2. Revenue from non-exchange transactions 

Revenue received from conditional grants is recognised as revenue to the extent that there are no further 

conditions attached to the grant that give rise to an obligation to repay. To the extent that the criteria, 

conditions or obligations have not been met a liability is recognised. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on 

legislated procedures, including those set out in the Public Finance Management Act (Act No.1 of 1999) and 

is recognised when the recovery thereof from the responsible councillors or officials is virtually certain. 

Government grants 

Government grants are recognised when there is reasonable assurance that: 

 

(a) The Council will comply with the conditions attaching to them; 
(b) The grants will be received. 

Government grants are recognised as income over the periods necessary to match them with the related 

costs that they are intended to compensate. 

A government grant that becomes receivable as compensation for expenses or losses already incurred or 

for the purpose of giving immediate financial support to the entity with no future related costs is recognised 

as income of the period in which it becomes receivable. 

Government grants relating to assets, including non-monetary grants at fair value, are presented in the 

statement of financial position recording the grant as an unspent conditional liability or by reducing the 

carrying amount of the asset equal to grant received. 

Grants related to income are presented as a credit in the statement of financial performance (separately). 

Repayment of a grant related to income is applied first against any un-amortised deferred credit set up in 

respect of the grant. To the extent that the repayment exceeds any such deferred credit, or where no 

deferred credit exists, the repayment is recognised immediately as an expense. 

Repayment of a grant related to an asset is recorded by increasing the carrying amount of the asset or 

reducing the unspent conditional grant balance by the amount repayable. The cumulative additional 

depreciation that would have been recognised to date as an expense in the absence of the grant is 

recognised immediately as an expense. 
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1.5. Property, plant and equipment 

1.5.1. Recognition 

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

(a) it is probable that future economic benefits associated with the item will flow to the Council; 

and (b) the cost of the item can be measured reliably. 

1.5.2. Initial recognition 

The Council adopted the cost model for all classes of property, plant and equipment. 

Property, plant and equipment are initially recorded at cost. 

1.5.3. Subsequent measurement 

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

Any subsequent expenditure to any asset that increases the value of the asset is seen as an improvement 

and will be capitalised during the year in which such expenditure is incurred.  Replacement costs or repairs 

that does not increase the value of any asset, will be expensed in the year such expenditure is incurred. 

1.5.4. Depreciation 

When 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 and are depreciated according 

to their different useful lives. 

The depreciation charge for each year is recognised in surplus and deficit unless it is included in the carrying 

amount of another asset. 

Assets held under finance leases are depreciated over the lower of the term of the lease period or the life 

expectancy of the asset. 

Depreciation is calculated on cost less residual value, using the straight-line method, over the estimated 

useful lives of the assets. The Depreciation method is assessed at each reporting date for appropriateness.  
 
The annual depreciation rates are based on the following estimated useful lives: 
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The residual value and the useful life of each asset are reviewed annually. 

1.5.5. Impairment 

The Council assesses at each statement of financial position date whether there is any indication that an 

asset may be impaired. If any such indication exists, the entity estimates the recoverable amount of the 

asset. 

 

If it is not possible to estimate the recoverable amount of the individual asset, the recoverable amount of the 

cash-generating unit to which the asset belongs is determined. 

The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell 

and its value in use. 

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is 

reduced to its recoverable amount. That reduction is an impairment loss. 

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised 

immediately in surplus or deficit. Any impairment loss of a revalued asset is treated as a revaluation 

decrease. 

An impairment loss is recognised for cash-generating units if the recoverable amount of the unit is less than 

the carrying amount of the units. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation is 

recognised immediately in surplus or deficit. 

If the recoverable service amount of a non-cash generating asset is less than its carrying amount, the 

carrying amount of the asset shall be reduced to its recoverable service amount. That reduction is an 

impairment loss. An impairment loss shall be recognised immediately in surplus or deficit, unless the asset 

33% 20%

10% 20%

10%

Office furniture and fittings

Computer equipment

Office equipment

Motor vehicles

Plant and equipment
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is carried at a revalued amount. Any impairment loss of a revalued asset shall be treated as a revaluation 

decrease. 

1.5.6. Derecognition 

The carrying amount of an item of property, plant and equipment shall be derecognised: 

(a) on disposal, or 
(b) when no future economic benefits or service potential is expected from its use or disposal. 

1.5.7. Gains or losses 

The gains and losses arising from the derecognition of property, plant and equipment (difference between 

carrying amount less any revaluation surpluses and net disposal proceeds) are included in surplus or deficit. 

1.6. Intangible assets 

1.6.1. Definition 

An intangible asset is an identifiable non-monetary asset without physical substance. 

1.6.2. Initial recognition 

Intangible assets that are acquired by the Council are stated at cost less accumulated amortisation and 

impairment losses. 

1.6.3. Subsequent recognition 

Subsequent expenditure on capitalised intangible assets is capitalised only when it increases the future 

economic benefits embodied in the specific asset to which it relates. All other expenditure is expensed as 

incurred. 

No intangible asset arising from research shall be recognised. Expenditure on research (or on the research 

phase of an internal project) shall be recognised as an expense when it is incurred. 

An intangible asset arising from development (or from the development phase of an internal project) shall 

be recognised if, and only if, an entity can demonstrate all of the following: 

 

(a) the technical feasibility of completing the intangible asset so that it will be available for use or sale; 
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(b) the intention to complete the intangible asset and use or sell it; 
(c) the ability to use or sell the intangible asset; 
(d) how the intangible asset will generate probable future economic benefits or service potential; 
(e ) the availability of adequate technical, financial and other resources to complete the development 

and to use or sell the intangible asset; and 
(f) its ability to measure reliably the expenditure attributable to the intangible asset during its 

development. 

1.6.4. Amortisation 

Amortisation of intangible assets is recognised in the statement of financial performance on a straight-line 

basis over the assets’ estimated useful lives as follows: 
Computer software 50% 
The useful lives and amortisation method of an intangible asset is assessed on an annual basis.  

1.6.5. Derecognition 

The carrying amount of an item of intangible assets shall be derecognised: 
(a) on disposal, or 
(b) when no future economic benefits or service potential are expected from its use or disposal. 

1.6.6. Gains or losses 

The gains and losses arising from the derecognition of intangible assets (difference between carrying 

amount less any revaluation surpluses and net disposal proceeds) are included in surplus or deficit. 

1.6.7. Impairment 

The Council assesses at each statement of financial position date whether there is any indication that an 

asset may be impaired. If any such indication exists, the entity estimates the recoverable amount of the 

asset. 

If it is not possible to estimate the recoverable amount of the individual asset, the recoverable amount of the 

cash generating unit to which the asset belongs is determined. The recoverable amount of an asset or a 

cash generating unit is the higher of its fair value less costs to sell and its value in use.  

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is 

reduced to its recoverable amount. That reduction is an impairment loss. An impairment loss of assets 

109



Eastern Cape Provincial Arts and Culture Council  
Annual Financial Statements 

Accounting Policies for the year ended 31 March 2024 

 
 

carried at cost less any accumulated depreciation or amortisation is recognised immediately in surplus or 

deficit. Any impairment loss of a revalued asset is treated as a revaluation decrease.  

1.7. Leases 

1.7.1. Recognition 

Leases are classified as finance leases where substantially all the risks and rewards associated with 

ownership of an asset are transferred to the entity through the lease agreement. Assets subject to finance 

leases are recognised in the Statement of Financial Position at the inception of the lease, as is the 

corresponding finance lease liability. 

Assets subject to operating leases, i.e. those leases where substantially all of the risks and rewards of 

ownership are not transferred to the lessee through the lease, are not recognised in the Statement of 

Financial Position. The operating lease expense is recognised over the course of the lease arrangement.  

1.7.2. Measurement 

Assets subject to a finance lease, as recognised in the Statement of Financial Position, are measured (at 

initial recognition) at the lower of the fair value of the assets and the present value of the future minimum 

lease payments. Subsequent to initial recognition these capitalised assets are depreciated over the contract 

term. 

The finance lease liability recognised at initial recognition is measured at the present value of the future 

minimum lease payments. Subsequent to initial recognition this liability is carried at amortised cost, with the 

lease payments being set off against the capital and accrued interest. The allocation of the lease payments 

between the capital and interest portion of the liability is effected through the application of the effective 

interest method. 

The finance charges resulting from the finance lease are expensed, through the Statement of Financial 

Performance, as they accrue. The finance cost accrual is determined using the effective interest method.  

The lease expense recognised for operating leases is charged to the Statement of Financial Performance 

on a straight-line basis over the term of the relevant lease. To the extent that the straight lined lease 

payments differ from the actual lease payments the difference is recognised in the Statement of Financial 

Position as either lease payments in advance (operating lease asset) or lease payments payable (operating 

lease liability) as the case may be. This resulting asset and / or liability is measured as the undiscounted 

difference between the straight-line lease payments and the contractual lease payments. 
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1.7.3. Derecognition 

The finance lease liabilities are derecognised when the entity’s obligation to settle the liability is extinguished. 

The assets capitalised under the finance lease are derecognised when the entity no longer expects any 

economic benefits or service potential to flow from the asset. 

The operating lease liability is derecognised when the entity’s obligation to settle the liability is extinguished. 

The operating lease asset is derecognised when the entity no longer anticipates economic benefits to flow 

from the asset. 

Contingent rentals are recognised as expenses in the period in which they are incurred and are not included 

in the straight-line lease expense. 

1.8. Prepayments 

Prepayments relate to advance payments in respect of goods and/or services which are not yet received at 

delivered at year-end. 

1.9. Inventory 

Inventory, which consists of arts and crafts designed from the use of ceramic, glass, beads, grass, pottery, 

wood and cloth, are valued at the lower of cost and net realisable value using the weighted average cost 

method. 

 Cost is determined based on the purchase price. 

1.10. Financial instruments 

The Council classifies financial assets and financial liabilities into the following categories: 

Cash and cash equivalents - at fair value 
Loans and receivables - at amortised cost 
Trade and other payables - at amortised cost 

Administered funds - at amortised cost 
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1.10.1. Initial recognition and measurement 

Financial instruments are recognised initially when the entity becomes a party to the contractual provisions 

of the instruments. 

The entity 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. 

For financial instruments which are not at fair value through surplus or deficit, transaction costs are included 

in the initial measurement of the instrument. Transaction costs on financial instruments at fair value through 

surplus or deficit are recognised in surplus or deficit. 

1.10.2. Subsequent measurement 

Financial instruments at fair value through surplus or deficit are subsequently measured at fair value, with 

gains and losses arising from changes in fair value being included in surplus or deficit for the period. 

Loans and receivables are subsequently measured at amortised cost, using the effective interest method, 

less accumulated impairment losses. 

1.10.3. Impairment of financial assets 

At the end of each reporting period the entity assesses all financial assets, other than those at fair value 

through surplus or deficit, to determine whether there is objective evidence that a financial asset or group 

of financial assets has been impaired. 

Impairment losses are recognised in surplus or deficit. 

Impairment losses are reversed when an increase in the financial asset's recoverable amount can be related 

objectively to an event occurring after the impairment was recognised, subject to the restriction that the 

carrying amount of the financial asset at the date that the impairment is reversed shall not exceed what the 

carrying amount would have been had the impairment not been recognised. 

Reversals of impairment losses are recognised in surplus or deficit except for equity investments classified 

as available for sale. 
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1.10.4. Gains and losses 

A gain or loss arising from a change in a financial asset or financial liability is recognised as follows: 

(a) A gain or loss on a financial asset or financial liability classified as at fair value through surplus or 

deficit is recognised in surplus or deficit, and 

(b) For financial assets and financial liabilities carried at amortised cost, a gain or loss is recognised in 

surplus or deficit when the financial asset or financial liability is derecognised or impaired, and 

through the amortisation process. 

1.10.5. Derecognition of Financial Assets and Liabilities 

1.10.5.1. Financial assets 

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) 

is derecognised where: 

(a) the rights to receive cash flows from the asset have expired; 

 

(b) the entity retains the right to receive cash flows from the asset, but has assumed an obligation to 

pay them in full without material delay to a third party under a ‘pass-through’ arrangement; or 

(c) the entity has transferred its rights to receive cash flows from the asset and either- 
(i) has transferred substantially all the risks and rewards of the asset, or 
(ii) has neither transferred nor retained substantially all the risks and rewards of the asset, but 

has transferred control of the asset. 

Where the entity has transferred its rights to receive cash flows from an asset and has neither transferred 

nor retained substantially all the risks and rewards of the asset nor transferred control of the asset, the asset 

is recognised to the extent of the entity’s continuing involvement in the asset. 

1.10.5.2. Financial liabilities 

A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expires. 

Where an existing financial liability is replaced by another from the same lender on substantially different 

terms, or the terms of an existing liability are substantially modified, such an exchange or modification is 
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treated as a derecognition of the original liability and the recognition of a liability, and the difference in the 

respective carrying amounts is recognised in surplus or deficit. 

1.10.6. Trade and other receivables 

Accounts receivable are initially recognized at fair value. Subsequent measurement is at amortised value if 

material. An estimate is made for doubtful receivables based on a review of all outstanding amounts at year 

end.  Bad debts are written off during the year in which they are identified.  Amounts that are receivable 

within 12 months from the reporting date are classified as current. 

1.10.7. Trade and other payables  

Trade and other payables are classified as “Liabilities at amortised cost” and are initially recognized at the 

fair value of the present obligation of a past event. Subsequent measurement is at amortised value if 

material. 

Accruals are recognised at the date of receipt of goods or services.  All accruals are recognised at financial 

yearend. 

1.10.8. Administered fund Liability 

Administered funds comprise of funds received or held on behalf of third parties where ECPACC make 

payments on behalf of these third parties based on instructions from them.   The unspent funds are classified 

as “Financial liabilities at amortised cost”.  Subsequent measurement is at amortised value, if material.  

Where condition of the funds are no longer enforced, the amount is recognised as other income. 

1.10.9. Cash and cash equivalents 

Cash and cash equivalents comprise cash on hand and demand deposits and any 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. 

1.10.10. Effective interest rate 

The entity uses the prime interest rate to discount future cash flows. 

Interest is recognised, in surplus or deficit, using the effective interest rate method. 
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1.11. Provisions and contingencies 

Provisions are recognised when:  
(a) the Council has a present obligation as a result of a past event; 
(b) it is probable that an outflow of resources embodying economic benefits will be required to settle 

the obligation; and 
(c) a reliable estimate can be made of the obligation. 

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

obligation. 

Where some or all of the expenditure required in settling a provision is expected to be reimbursed by another 

party, the reimbursement shall be recognised when, and only when, it is virtually certain that reimbursement 

will be received if the entity settles the obligation. The reimbursement shall be treated as a separate asset. 

The amount recognised for the reimbursement shall not exceed the amount of the provision. 

Provisions are not recognised for future operating losses. 

If an entity has a contract that is onerous, the present obligation under the contract shall be recognised and 

measured as a provision. 
 

A constructive obligation to restructure arises only when an entity has a detailed formal plan for the 

restructuring, identifying at least: 

(a) The business or part of a business concerned; 
(b) The principal locations affected; 
(c) The location, function, and appropriate number of employees who will be compensated for 

terminating their services; 
(d) The expenditure that will be undertaken; and (e) When the plan will be implemented. 

1.12. Budget information 

The budget is prepared annually in accordance with the provisions of the Public Finance Management Act 

1999 (No. 1 of 1999), directives issued by the executive authority and best practice budgeting practice. 

Budget virements may only be performed within the levels specified by approved delegation of authority.  

Unbudgeted expenditure is subject to Council approval which will only be granted in extraordinary 

circumstances. 
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Comparison of budget and actual amounts are presented in Note 19. Differences (variances) between the 

actual amounts and budget amounts are presented. 

The annual financial statements and budget are not presented on the same basis as the annual financial 

statements are prepared on the accrual basis and the budget on the modified cash basis of accounting.  A 

reconciliation between the surplus/(deficit) for the period as per the Statements of Financial Performance 

and budgeted surplus/(deficit) is included in Note 19. 

1.13. Unspent conditional grant 

1.13.1. Initial recognition 

Unspent conditional grants are reflected on the Statement of Financial Position as unspent conditional grant.  

They represent unspent government grants.  The following conditions are set for the creation and utilisation 

of these payables: 

(a) The grants received are initially recognised at cost as unspent conditional grant. 

 

(b) Whenever an item of property, plant and equipment  is funded from a grant, an amount equal to the 

purchase price is transferred from the unspent conditional grant account to the operating account 

on the Statement of Financial Performance as revenue. 
(c) Whenever operational expenditure is funded from a grant an amount equal to the expenditure is 

transferred from the unspent conditional grant account to the operating account on the Statement 

of Financial Performance as revenue to offset the expenditure which was expensed through the 

operating account. 
(d) The cash which backs the unspent portion is invested until utilised. 
(e) 

Interest earned on the investment is treated in accordance with grant conditions.  If the grant 

conditions indicate that interest is payable to donors then interest earned on unutilised conditional 

grants is allocated to the funds and is not recognised in the Statement of Financial Performance. 
(f) The unspent grant is classified as “Financial liabilities at amortised cost”. 

1.13.2. Subsequent measurement 

Unspent conditional grants are subsequently measured at amortised cost if material. 

1.13.3.  Derecognition 

Unspent conditional grants are derecognised when the balance was expended per the conditions as set for 

a grant. 
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1.14. Fruitless, wasteful and irregular expenditure 

1.14.1. Fruitless and wasteful expenditure 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had 

reasonable care been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the 

Statement of Financial Performance and detailed further in the notes to the annual financial statements and 

where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 

1.14.2. Irregular expenditure 

Irregular expenditure is expenditure that is contrary to any applicable legislation.  Irregular expenditure 

incurred is recorded as an expense in the Statement of Financial Performance and detailed further in the 

notes to the annual financial statements, and where recovered, it is subsequently accounted for as revenue 

in the Statement of Financial Performance. 
 

1.15. Related parties 

Parties are considered to be related if one party has the ability to control the other party or exercise 

significant influence over the other party in making financial and operating decisions or if the related party 

entity and another entity are subject to common control. 

1.16. Contingent Liabilities 

A contingent liability is a present obligation that arises from past events but is not recognised because it is 

not probable that an outflow of resources embodying economic benefits will be required to settle the 

obligation and the amount of obligation cannot be measured with sufficient reliability. 

1.17. Commitments 

Items are classified as commitments when an entity has committed itself to future transactions that will 

normally result in the outflow of cash. 

No commitment is entered into when quotations are requested and therefore a quotation will not lead to the 

disclosure of a commitment. The expense will only be considered to be contracted for when an order is 

issued. 
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1.18. Events after reporting date 

Events after the reporting date are those events, both favourable and unfavourable, that occur between the 

reporting date and the date when the financial statements are authorised for issue.  Two types of events 

can be identified: 

·       those that provide evidence of conditions that existed at the reporting date (adjusting events after the 

reporting date); and 

·       those that is indicative of conditions that arose after the reporting date (non-adjusting events after the 

reporting date). 

The entity will adjust the amounts recognised in the financial statements to reflect adjusting events after the 

reporting date once the event occurred. 

The entity will disclose the nature of the event and an estimate its financial effect or a statement that 

such estimate cannot be made in respect of all material non-adjusting events, where non-disclosure 

could influence the economic decisions of users taken on the basis of the financial statements.  

1.19. Taxation 

The entity is exempt from taxation as the entity is a schedule 3C public entity formed by the government. 

1.20. Employee benefits 

Employee benefits are all forms of consideration given by the entity in exchange for service rendered by 

employees. 

1.20.1. Short-term employee benefits 

Short-term employee benefits are employee benefits (other than termination benefits) that are due to be 

settled within twelve months after the end of the period in which the employees render the related service. 

Short-term employee benefits include items such as: 
- Salaries and wages; 
- short term compensated absences (such as paid annual leave and paid sick leave) where the 

compensation for the absences is due to be settled within twelve months after the end of the reporting 

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

reporting 

118



Eastern Cape Provincial Arts and Culture Council  
Annual Financial Statements 

Accounting Policies for the year ended 31 March 2024 

 

 
 

1.20.2. Leave pay 

The expected cost of compensated absences is recognised as an expense as the employees render 

services that increase their entitlement or, in the case of non-accumulating absences, when the absence 

occurs. The entity measures the expected cost of accumulating compensated absences as the additional 

amount that the entity expects to pay as a result of the unused entitlement that has accumulated at the 

reporting date. The liability is based on the total amount of leave days due to the employees at reporting 

date and on the basic salary of the employees. 

1.20.3. Annual Bonus 

The entity recognises the expected cost of bonus, incentive and performance related payments only when 

the entity has a present legal or constructive obligation to make such payments as a result of past events 

and if a reliable estimate of the obligation can be made. A present obligation exists when the entity has no 

realistic alternative but to make the payments. 

 

The entity pays out an annual bonus to its employees during the month of December annually.  A liability 

relating to the anticipated bonuses payable is raised and is based on the monthly basic salary of the 

individual. 

1.21. Key Management Personnel 

 

The entity recognises all forms of consideration given by the entity in exchange for service rendered by the 

Chief Executive Officer and the Finance Manager. 

1.22. Other income 

Other income comprises of consideration received or receivable which are not classified as sale of arts and 

craft artefacts, interest, royalties and dividends or similar distributions. The entity recognises other income 

when it is probable that the economic benefit associated with the transaction will flow to the entity; and the 

amount of the other income can be measured reliably. The other income is measured at fair value of the 

consideration received or receivable. 

1.23 Segment Reporting 

A segment is an activity of an entity that generates economic benefits or service potential (including 

economic benefits or service potential relating to transactions between activities of the same entity); whose 

results are regularly reviewed by management to make decisions about resources to be allocated to that 
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activity and in assessing its performance; and for which separate financial information is available. ECPACC 

is managed as one segment and as such there is no separate segment disclosure. 

1.24 Consignment stock 

The entity holds consignment stock to be sold on behalf of crafters. Consignment stock is separately 

distinguished from the entity’s own stock and  the closing value of consignment stock is disclosed in the 

annual  financial statements.
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Figures in Rand 2024 2023

2. Property, plant and equipment

Plant and equipment

Opening net carrying amount at beginning of year 11,989               16,426               

Gross carrying amount 441,866             441,866             

Accumulated depreciation (429,877)            (425,440)           

Depreciation charge -                          (4,437)                

Closing net carrying amount at end of year -                          11,989               

Gross carrying amount 441,866             441,866             

Cost write-off (210,814)            -                     

Adjusted gross carrying amount 231,052             441,866             

Accumulated depreciation (429,877)            (429,877)           

Accumulated depreciation write-off 198,825             -                     

Adjusted accumulated depreciation (231,052)            (429,877)           

Computer equipment

Opening net carrying amount at beginning of year 208,755             73,057               

Gross carrying amount 725,909             538,226             

Accumulated depreciation (517,154)            (465,169)           

Additions 87,300               187,683             

Depreciation charge (92,678)              (51,985)              

Closing net carrying amount at end of year 187,551             208,755             

Gross carrying amount 813,209             725,909             

Cost write-off (296,067)            -                          

Adjusted gross carrying amount 517,142             725,909             

Accumulated depreciation (609,832)            (517,154)           

Accumulated depreciation write-off 280,241             -                     

Adjusted accumulated depreciation (329,591)            (517,154)           

Office equipment

Opening net carrying amount at beginning of year 841,713             501,676             

Gross carrying amount 1,201,317          677,293             

Accumulated depreciation (359,604)            (175,617)           

Additions -                          524,024             

Disposals -                          -                          

Depreciation charge (200,981)            (183,987)           

Closing net carrying amount at end of year 617,268             841,713             

Gross carrying amount 1,201,317          1,201,317          

Cost write-off (79,039)              -                          

Adjusted gross carrying amount 1,122,278          1,201,317         

Accumulated depreciation (560,585)            (359,604)           

Accumulated depreciation write-off 55,575               -                     

Adjusted accumulated depreciation (505,010)            (359,604)           

Office furniture and fittings

Opening net carrying amount at beginning of year 119,243             139,405             

Gross carrying amount 637,745             637,745             

Accumulated depreciation (518,502)            (498,340)           

Additions -                          -                          
Disposals -                          -                          

Depreciation charge (8,147)                (20,162)              

Closing net carrying amount at end of year 82,076               119,243             

Gross carrying amount 637,745             637,745             

Cost write-off (220,330)            -                          

Adjusted gross carrying amount 417,415             637,745             

Accumulated depreciation (526,649)            (518,502)           

Accumulated depreciation write-off 191,309             -                          

Adjusted accumulated depreciation (335,339)            (518,502)           
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Property, Plant and Equipment Reconciliation

Opening net carrying amount at beginning of year 1,181,700          730,564             

Gross carrying amount 3,006,837          2,295,130          

Accumulated depreciation (1,825,137)         (1,564,566)        

Additions 87,300               711,707             

Disposals -                          -                          

Depreciation charge (301,806)            (260,571)           

Closing net carrying amount at end of year 886,894             1,181,700         

Gross carrying amount (Before write-off) 3,094,137          3,006,837          

Gross carrying amount write-off (806,250)            -                          

Gross accumulated depreciation (Before write-off) (2,126,943)         (1,825,137)        

Gross accumulated depreciation write-off 725,950             -                     

Pledged as security

No property, plant and equipment has been pledged as security.

A detailed fixed asset register is available for inspection at the registered office.

There were no contractual commitments for the acquisition of Property, Plant and Equipment during the 2023/24 financial 

year.

No repairs and maintenance expenditure were incurred on Property, Plant and Equipment during the 2023/24 financial year 

(2022/23: R0).

During the year a 100% asset verification was conducted and the necessary adjustments were made to asset values as 

detailed above and in the detailed accompanying asset register.
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Inventory comprises of arts and craft products purchased by the craft hubs.  
 

 

 

Non-exchange transactions - Non-current 
 
Deposits/Prepayment - Non-exchange transactions                                                                                  77,733                  77 733 
Total                                                                77 733                  77,733 

 

 

3. Intangible assets

Computer software

Opening net carrying amount at beginning of year -                          42,089               

Gross carrying amount 703,390             703,390             

Accumulated amortisation (703,390)            (661,301)           

Additions -                          -                     

Amortisation charge -                          (42,089)              

Closing net carrying amount at end of year -                          -                          

Gross carrying amount 703,390             703,390             

Accumulated amortisation (703,390)            (703,390)           

4. Inventory

Finished goods 155,664             158,784             

Total 155,664             158,784             

5. Trade and other receivables

Exchange transactions - Current

Other receivables - Exchange transactions 358,454             248,863             

Accrued rent receivable - Exchange transactions -                          16,744               

Pre-paid expenditure - Projects 8,783,971          11,643,873       

Total 9,142,425          11,909,480       

Prepayments are reconciled as follows:

Opening balance 11,721,606       3,585,686         

Additions: 4,408,166          8,135,920         

- Film development 3,984,206          7,721,120          

- ECPACC Projects 423,960             414,800             

Less: Projects expenses for prior year prepayments 7,268,068          -                          

- Film development 6,928,668          -                          

- ECPACC Projects 339,400             -                          

Closing balance 8,861,704          11,721,606       
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Exchange transactions – Current 

 

Other receivables primarily relate to rental due from a crafter for the use of the craft hub for production. 

Pre-paid expenditure relates to prepaid project expenses in respect of funded beneficiaries whose 

reports were still outstanding at year-end and also the rental deposit that was paid to the ECDC in 

respect of the rental of the EC Craft Hub offices. 

Non-exchange transactions - Non-Current 

 

Relates to the deposit held by Eastern Cape Development Corporation (Landlord) for premises currently 

occupied by the Eastern Cape Arts & Craft hub in Mthatha. 

 

Trade and other receivables pledged as security 

 
None of the trade and other receivables are pledged as security. 

Credit quality of trade and other receivables 

The entity's management considers all the above trade and other receivables to be of a good credit quality.  

A significant portion of the Trade receivables comprises the prepaid project expenses in respect of 

approved funded beneficiaries whose reports were still outstanding at year-end. Other receivables 

primarily relate to rent receivable which is assessed as having low credit risk as such receivables are 

contractually bound. 

 

 

Administered funds balance at 31 March 2024 amounted to R347 646 (2022/23: R699 866).  Refer to Note 

8.  Administered funds are not available for ECPACC's operational use. 

The Cash and cash equivalents at 31 March 2024 is primarily due to funds retained for film development 

projects and ECPACC programmes. A roll-over application has been submitted to the Eastern Cape 

Provincial Treasury for all the committed funds from the 2023/24 financial year to be rolled over to the 

2024/25 financial year. 

Security 

 
No cash and cash equivalents (or portions thereof) was pledged as security for any financial liability. 

6. Cash and cash equivalents

Cash and cash equivalents consist of:

Cash at bank 1,803,651          8,928,363          

Cash on hand 8,836                  11,846               

Total 1,812,487          8,940,208         
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Credit quality of cash at bank (excluding cash on hand) 

Management considers that all of the above cash and cash equivalent categories are of good credit quality. 

The maximum exposure to credit risk at the reporting date is the fair value of each class of cash and cash 

equivalent mentioned above. 

 

The above note is reconciled to the cash and cash equivalents as follows: 

 

7. Unspent conditional grant

Opening balance 15,495,526        27,162,995       

Add: Grants received during the year

7,820,000          2,000,000          

Grants received - capital -                          -                          

Grants received - operational - DSRAC 7,820,000          2,000,000          

Grants available for the year 23,315,526        29,162,995       

Less: Administration fee transferred to other income -                          -                          

Surrendered funds during the year -                          -                          

Conditions met transferred to SPR 16,222,467        13,667,469       

Cost of asset additions -                          602,917             

Operating expenditure - DSRAC 16,222,467        13,064,552       

Operating expenditure plus inventory purchases - DEDEAT -                          -                          

Closing balance 7,093,059          15,495,526       

Unspent conditional grant relates to the balance of the film development funding received from DSRAC which has not yet 

met all the conditions for the utilization of the grant as detailed in the memorandum of agreement and the grant funding 

agreement, as the entity was still waiting for the grant expenditure utilisation reports from the funded beneficiaries at year 

end. Funds received are spent in accordance with the terms and conditions detailed in the memorandum of agreement. 

2024 2023
Closing bank balance - 31 March 1,812,487 8,940,208
Closing unspent conditional grant balance 7,093,059 15,495,526
Difference 5,280,572 6,555,318 

Analysis of the difference:
Gqeberha: The Empire prepayments 3,820,000 2,374,780 
Other film prepayments 164,206     2,884,172 
Drama series funding 500,000     1,000,000 
Likely surrender 796,366     296,366     

5,280,572 6,555,318 
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8. Administered funds

Reconciliation of administered funds - 2024

National Lotteries Board 185,156                -                               -                          (185,156)            -                          

Department of Arts and Culture 305,947                -                               -                          -                          305,947             

CSIR 93,331                  308,000                  (401,331)            -                          -                     

National Arts Council 115,432                54,445                    (13,191)              (115,432)            41,254               

Total 699,866                362,445                  (414,522)            (300,588)            347,201             

Reconciliation of administered funds - 2023

National Lotteries Board 185,156                  -                          -                          185,156             

Department of Arts and Culture 386,373                  200,000             (280,426)            305,947             

CSIR -                               415,000             (321,669)            93,331               

National Arts Council 115,432                  -                          -                          115,432             

Total 686,961                  615,000             (602,095)            699,866             

Administered funds comprise of funds received/held on behalf of third parties where ECPACC makes payments on behalf of 

these third parties based on a memorandum of agreement between the parties.  The cash and cash equivalents disclosed in 

Note 6 includes the unspent balance of the administered funds as detailed above.

Opening Balance

Receipts during 

the year

 Payments 

during the year 

Reclassified to 

income Closing Balance

Opening Balance

 Payments 

during the year Closing Balance

Receipts during 

the year
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9. Trade payables and accruals

Accruals - Exchange transactions 117,685             300,725             

Sundry creditor - Exchange transactions 45,116               279,336             

Accrued employee benefit obligation - Exchange transactions 321,783             342,272             

Payments due to crafters 167,471             181,471             

Income received in advance -                          390                    

Total 652,055             1,104,194         

Liquidity risk

31 March 2024 31 March 2023

1-3 months 1-3 months

Trade payables                 45,116 279,336             

Accruals               117,685 300,725             

The entity did not default on any of the accounts payable.

The  following  table  details  the  entity’s  remaining  contractual maturity  for  its  financial  liabilities.  The table has been 

drawn up based on the undiscounted cash flows of financial liabilities based on the earliest date on which the entity can be 

required to pay.  The table includes both estimated interest and principal cash flows. The non-exchange transactions are 

excluded from the liquidity risk.

The entity’s risk to liquidity is a result of the funds available to cover future commitments.  The entity manages liquidity risk 

through an ongoing review of future commitments and credit facilities.  Stringent cash management procedures are in place.  

These include cash flow forecasting.
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10. Revenue

10.1 Revenue from exchange transactions

Sale of arts and craft 2,051                  3,855                 

Revenue is generated from the sale of arts and crafts products at the craft hubs.

10.2 Revenue from non-exchange transactions

Equitable share 12,645,000        11,120,000       

Conditional Grant - Film Stimulus Funding 16,222,912        13,667,469       

Services in-kind -                          1,138,797          

Total 28,867,912       25,926,266       

10.3 Other income

Insurance proceeds 5,961                  -                          

Rental of craft hub 120,000             120,000             

Interest charged on overdue trade debtors account -                          37,498               

Other 337,597             34,915               

Total 463,558             192,413             

Funds received were spent in accordance with the terms and conditions detailed in the memorandum of agreement and in 

respect of the conditional grant revenue has been recognised to the extent of expenditure incurred and the conditions met.

The services in-kind consist of the following:

Public works and SMADA construction (Pty) Ltd entered into a lease agreement on behalf of the department of Social 

Development and DSRAC for premises in East London for no value charged from two latter departments and DSRAC 

allocated ECPACC to occupy the office space for no value.

Services in-kind in the comparative year relate to the secondment of Mr Monde Nkasawe from the Office of the premier 

(OTP) to act as a Chief Executive Officer (CEO) at ECPACC effective from 1 January 2022 and he remained in the OTP payroll 

until 31 December 2022, therefore remuneration paid by OTP to the value of R1 138 797 from 1 April 2022 to 31 December 

2022 (2021/22: R379 599) was recognised as revenue in those respective years. No services in-kind were recognised in the 

current year, as the CEO was appointed on 1 January 2023.
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11. Cost of sales

Cost of goods sold 3,120                  4,070                 

12. Operating surplus / (deficit)

Operating surplus/(deficit) for the period is stated after accounting for the following:

Rental in respect of operating lease 369,857             360,416             

Depreciation and amortisation 301,806             302,660             

Employee benefits 8,604,480          7,191,164          

Project expenses 17,836,059        13,920,679       

Repairs and maintenance 17,858               14,489               

Travel and subsistence 166,260             212,009             

Loss on assets written-off 80,749               -                          

Project expenses

Project expenses funded from the equitable share            1,613,147 856,127             

Project expenses funded from the conditional grant          16,222,912 13,064,551       

Total         17,836,059         13,920,679 

Employee benefits relate to salary costs for staff located at ECPACC Head Office and Eastern Cape Arts and Craft Hub.  At 31 

March 2024, 17 staff members were in the employ of the entity.  During the year the entity made the appointments for the 

Arts Development Manager, Finance Manager and the Executive Personal Assistant (PA) to the CEO. There were no 

resignations in the year under review.

Project expenses relate to the Eastern Cape arts and culture projects that are funded from the equitable share and the film 

development projects that are funded from the film stimulus funding and these are awarded annually to various 

organisations and individuals. 

13. Finance income

Interest on

 - Cash and bank deposits 466,094             728,673             

14. Auditors' remuneration

Statutory audit 992,017             1,011,360          

The annual financial statements of ECPACC are audited by the Auditor General of South Africa.
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15. Reconciliation of net cash flows from operating activities

(Deficit) / Surplus for the year (985,433)            585,587             

Adjustments for:

Depreciation and amortisation                   301,806             302,660             

Movements in administered funds (352,665)            12,905               

Movements in unspent conditional grant (8,402,467)         (11,667,469)      

Employee benefit obligation (leave and 13th cheque) 321,782             342,272             

Reversal of prior year employee benefit obligation -                          (242,311)           

Services in-kind- Revenue -                          (1,138,796)        

Services in-kind- Expenditure -                          1,138,796          

Loss on assets written-off 80,749               -                     

Other income (337,597)            -                     

Other non-cash items 9,406                  -                     

Changes in working capital

Inventory 3,120                  4,070                 

Trade and other receivables - Exchange and non-exchange transactions 2,767,055          (8,173,417)        

Trade and other payables (452,138)            23,578               

Total (7,046,382)        (18,812,124)      
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16. Operating lease arrangements

Lessee - Office premises

Up to 1 year 403,270             369,931             

2 to 3 years 174,644             577,914             

More than 3 years -                          -                          

Total 577,914             947,846             

At the reporting date the entity had outstanding commitments under non-cancellable operating leases, which falls due as 

follows:

17. Councillor's emoluments

The following emoluments were paid to the councillors for services rendered during the year:

Non-executive - 2024

Surname Initials

Travel & 

Disbursements Sitting fee Total

Zitumane PG 6,000                  104,225             110,225             

Tonise B 2,000                  35,560               37,560               

Mshudulu* V 2,880                  -                          2,880                 

Jongilanga N 3,240                  81,648               84,888               

Mzanywa M 2,880                  62,208               65,088               

Mbikahlobo L 3,240                  66,096               69,336               

Mtimde L 3,240                  89,424               92,664               

Loyilane P 3,240                  73,872               77,112               

Potelwa S 3,240                  89,424               92,664               

Khewu N 3,240                  69,984               73,224               

Total                 33,200               672,441 705,641             

Non-executive - 2023

Surname Initials

Travel & 

Disbursements Sitting fee Total

Zitumane PG                 34,232 138,927             173,159             

Tonise B                    4,000 27,756               31,756               

Mshudulu* V 3,600                                             -                   3,600 

Jongilanga N                    3,600 61,770               65,370               

Mzanywa M                    3,600 55,550               59,150               

Mbikahlobo L                    3,600 56,660               60,260               

Mtimde L                    3,600 53,770               57,370               

Loyilane P                    3,600 58,235               61,835               

Potelwa S                    3,600 54,660               58,260               

Khewu N                    3,600 42,440               46,040               

Total                 67,032               549,768 616,800             

43

*Mr V Mshudulu is a non-remunerated member who is only reimbursed for subsistence, travel and connectivity expenditure 

incurred in preforming his duties as a Council member.
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18. Employee benefit costs

Basic salary 5,601,962          4,283,602          

13th cheque 482,802             285,574             

Leave gratuity -                          19,137               

Back pay 78,729               99,240               

Non-pensionable cash allowance -                          79,212               

Acting allowance 49,871               13,009               

Housing allowance 249,600             223,600             

Medical-aid allowance 152,585             108,900             

Pension allowance 772,461             570,552             

Unemployment Insurance Fund 31,458               27,269               

Leave gratuity & 13th cheque accrual 321,782             342,272             

Stipend 13,500               -                          

CCMA Settlement Award 849,730             -                          

Services in-kind -                          1,138,797          

Total 8,604,480          7,191,164         

Senior management's emoluments

Chief Executive Officer - Mr MV Nkasawe

Basic salary 1,287,554          321,889             

13th cheque 107,296             -                          

Housing allowance 15,600               3,900                 

Medical aid allowance 12,168               3,042                 

Unemployment Insurance Fund 2,125                  531                    

Leave gratuity & 13th cheque accrual 39,024               46,649               

Pension allowance 167,382             41,846               

TOTAL 1,631,150          417,858             

Former Chief Executive Officer - Ms P Skoti*

CCMA Settlement Award 849,730             -                          

13th chq -                          67,573               

TOTAL 849,730             67,573               

Chief Financial Officer - Mr SB Mtintso

Basic salary 1,058,580          1,018,080          

13th cheque 88,215               64,890               

Back pay -                          22,780               

Non-pensionable cash allowance -                          8,475                 

Housing allowance 15,600               15,600               

Medical-aid allowance 12,168               12,168               

Pension allowance 137,615             132,350             

Unemployment Insurance Fund 2,125                  2,125                 

Leave gratuity & 13th cheque accrual 42,196               51,744               

TOTAL 1,356,500          1,328,212         

*In August 2023 the Commission for Conciliation, Mediation and Arbitration (CCMA) ruled in favour of the former CEO, Ms P 

Skoti in respect of the two cases she had lodged against the entity in the 2021/22 financial year for alleged unfair 

discrimination and constructive dismissal. The settlement amounted to R849 730, which was her ten months' gross salary at 

the time of her resignation. 
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19. Reconciliation of budget deficit with the statement of financial performance

Approved Adjustments Final Actual Variance

REVENUE

-                         -                                                   -   2,051                  2,051                 

Interest received 160,000                -                                        160,000 466,094             306,094             

11,120,000           17,186,644                     28,306,644 28,867,912        561,268             

Other non-tax revenue                  400,000 -                                        400,000 463,558             63,558               

Sub-total            11,680,000              17,186,644         28,866,644 29,799,615                    932,971 

EXPENSES

Employee benefit costs 7,047,000             1,584,402                          8,631,402 8,604,480          (26,922)              

Depreciation and amortisation -                         -                                                   -   301,806             301,806             

Project expenses 1,627,000             14,811,914                     16,438,914 17,836,059        1,397,145          

Other expenses 3,006,000             790,328                             3,796,328 3,961,954          165,626             

Sub-total            11,680,000              17,186,644         28,866,644 30,704,299                 1,837,655 

Loss on assets written-off                 80,749 

DEFICIT FOR THE YEAR (985,433)           

The entity's budget of R11 680 000 was tabled in the Eastern Cape Provincial Legislature.  The Eastern Cape has a total of 

eleven public entities listed in Schedule 3 of the Public Finance Management Act 1 of 1999 (PFMA), as amended and are 

included in the approved budget.

The annual financial statements have been prepared on an accrual basis and in accordance with the effective Standards of 

Generally Recognised Accounting Practices (GRAP) including any interpretations, guidelines and directives issued by the 

Accounting Standards Board.  

Revenue from exchange 

transactions

Revenue from non-exchange 

transactions
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Explanation for material differences:

Revenue from exchange transactions

Interest earned

Other non-tax revenue

Employee benefit costs

Projects and Other expenses

Revenue from Non- Exchange Transactions

High revenue recognised is due to significant improvement in expenditure patterns and reporting on the film development  

grant and ECPACC projects.

The low value for sale of arts and craft artefacts resulted from the closure of the Amathole Craft Hub and Chris Craft Hub 

and the fact that most stock sold during the year is consignment stock.

Increase in the interest revenue resulted from the high bank balance throughout the year due to approved rollovers.

Increase in non-tax revenue resulted from increase in sundry debtors.

Employee benefit costs include a payment of the out-of-court settlement to the value of R849 730 made to the former Chief 

Executive Officer (CEO), Ms P Skoti, in respect of the CCMA award made in her favour for her alleged unfair discrimination 

and constructive dismissal cases she had lodged against the entity in the 2021/22 financial year. The settlement was made in 

August 2023.

Over-expenditure on projects and other expenses is primarily attributable to the recognition of project expenses in respect 

of prior year projects prepayments from the film conditional grant, for which the conditions were met in the current year. 

134



Eastern Cape Provincial Arts and Culture Council 

 

Annual Financial Statements 

Notes to the Annual Financial Statements for the year ended 31 March 2024 

 

 
 

 

 
 
 
 

20. Related parties and related party transactions

Eastern Cape Development Corporation

Eastern Cape Arts & Craft Hub               369,857               360,416 

Department of Sports, Recreation, Arts and Culture (DSRAC)

Sale transactions with Government Institutions

The Eastern Cape Provincial Arts & Culture Council receives grant funding from DSRAC who is the parent department of the 

entity and the sole funder of the entity's operations.  A total of R20 465 000 (2022/23: 13 120 000) in transfers were received 

from DSRAC during the year under review. Grant funding received includes R7 820 000 received for the film sector 

development and R12 645 000 to fund the operations of the entity.

ECPACC Head office, located at 16 Commissioner Street, is occupying premises under the Department of Sports, Recreation, 

Arts and Culture at no cost.

The Eastern Cape Provincial Arts & Culture Council hub sells arts and crafts to various government institutions.  These sale 

transactions were concluded within normal operating procedures and on terms that were no more or no less favourable 

than the terms it would use to transact with any other entity or person. Sales for the 2023/24 financial year are immaterial 

in the context of the entity's operations and funding.

Funds disbursed to Eastern Cape Development Corporation for the rent of premises occupied by the Eastern Cape Arts & 

Craft Hub.

20.1. Compensation of councillors and key management personnel

20.2. Related party relationship

The compensation of councillors and key management personnel is set out in Notes 17 and 18 to the annual financial 

During 2023/24 financial year there were no transactions with institutions controlled by members of the Council or Key 

Management Personnel. (2022/23: None)
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21. Irregular expenditure

Irregular expenditure – current year 10,313               58,650               

The above irregular expenditure for 2023/24 relates to expenditure incurred on the incorrect charging of VAT in respect of 

the payroll administration services contract. In respect of the 2022/23 financial year, irregular expenditure relates to 

expenditure incurred without following due procurement processes. A detailed investigation into the irregular expenditure 

for 2022/23 was conducted during the current financial year and the detailed report was tabled at the Council meeting on 30 

May 2024 for approval.

22. Fruitless and wasteful expenditure

There was no fruitless and wasteful expenditure in the current year and prior year.

23. Contingent Liability

Contingent liability for the prior year compromises of the following matters:

Litigation and claim against ECPACC.

Constructive dismissal -                          1,017,891          

Unfair discrimination -                          3,201,107          

Total -                          4,218,998         

The total legal costs paid in the current year in respect of this litigation amounted to R41 400 (2022/23: R453 428). 

ECPACC is listed as a schedule 3C public entity in the PFMA and therefore litigation and claims against the entity is 

guaranteed and funded by the Provincial Government through the Provincial Revenue Fund.

During the 2021/22 financial year, the entity was taken to the CCMA by the former CEO, Ms P. Skoti for constructive 

dismissal and unfair discrimination and the matter was settled out of court in August 2023 at the value of R849 730, which 

was her ten (10) months' gross salary, hence the nil amounts disclosure of the contingent liability in the current year.

24. Consignment stock held 

During the year ECPACC held consignment stock to sell on behalf of crafters as follows:

Consignment stock 1,014,005          1,000,840         
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25. Risk Management

Liquidity Risk 

Credit Risk

Financial Assets         10,954,912         20,849,688 

Cash and cash equivalents            1,812,487           8,940,208 

Trade and other receivables from exchange transactions            9,142,425         11,909,480 

26. Financial Instruments

31 March 2024

Amortised Cost Fair Value

Financial Assets

9,142,425          1,812,487         

Cash and cash equivalent -                                    1,812,487 

Trade and other receivables            9,142,425 -                     

Financial Liabilities 677,473             -                     

Trade and other payables 330,272             -                     

Administered funds 347,201             -                     

31 March 2023

Amortised Cost Fair Value

Financial Assets

11,909,480       8,940,208         

Cash and cash equivalent -                                    8,940,208 

Trade and other receivables          11,909,480 -                     

Financial Liabilities 1,461,788          -                     

Trade and other payables 761,922             -                     

Administered funds 699,866             -                     

The entity 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.

The Council manages liquidity risk through an ongoing review of future commitments. Cash flow forecasts are

prepared and monitored. 

Credit risk consists mainly of cash deposits, cash equivalents and receivables. The entity only deposits cash

with a major bank with high credit standards and therefore has no concentration of credit risks. Other receivables primarily 

relate to rent receivable which are assessed as having low credit risk as such receivables are contractually bound.

The entity’s maximum exposure to credit risk is equal to the cost amount of the financial assets at balance sheet date and is 

summarised below:
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27. Other expenses

Accommodation               278,068               706,515 

Accounting fees                 28,124                 27,587 

Advertising & promotion                 21,813               150,677 

Auditors' remuneration - Internal               268,116                 63,711 

Auditors' remuneration - External               992,017           1,011,360 

Bank charges                 28,093                 30,709 

Catering                 31,112                 57,958 

Cleaning and teas                 25,845                 10,650 

Computer expenses                 53,668                 20,060 

Cost of sales                   3,120                   4,070 

Councillors' remuneration               705,641               616,800 

Facilitation of training & development Workshop                            -                 20,400 

Insurance               170,496               136,274 

Lease rentals on operating lease               369,857               360,416 

Legal fees                 41,400               453,428 

Postage and courier                       957                   5,668 

Printing and stationery               107,863               169,110 

Professional fee               277,513               481,708 

Repairs and maintenance                 17,858                 14,489 

Security                 76,510                   7,840 

Website cost                            -                   9,400 

Subscription                 14,703                 77,219 

Telephone and fax               136,171               173,367 

Transport Costs                   9,549                      894 

Travel and subsistence               166,260               212,009 

Water, electricity and sanitation                 21,700                 28,800 

Exhibition expenses                 30,500                           - 

Public art installation fees                 85,000                           - 

Total           3,961,954           4,851,118 
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28. Going Concern

29. Events after the reporting date

There were no events that occurred after the reporting period which necessitated an adjustment or further disclosure to the 

annual financial statements.

Management took into account all available information at 31 March 2024 and concludes that the entity will be able to 

operate as a going concern over the twelve-month period ending 31 March 2025.

This assumption takes into account the legislated funding commitment endorsed by the Eastern Cape Provincial Legislature 

and documented in the Eastern Cape Estimates for Public Entities 2024/25 book issued by the ECPT.  This document affirms 

a multi-year transfer of funds to ECPACC to ensure that the entity is able to continue its operation at least up to and 

including 2025/26 financial year.  
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Detailed Statement of Financial Performance for the year ended 31 March 2024

Figures in Rand Note(s) 2024 2023

Revenue

Revenue from exchange transactions 10.1 2,051                     3,856              

Cost of sales

Opening inventory 158,784                162,854          

Purchases -                             -                       

Closing inventory (155,664)               (158,784)         

11 3,120                     4,070              

Gross deficit (1,069)                   (214)                

Other income

Interest received 13 466,094                728,673          

Sundry Income 10.3 463,558                192,413          

Revenue from non-exchange transactions 10.2 28,867,912           25,926,266     

29,796,495          26,847,138    

Expenses

Accommodation 278,068                706,515          

Accounting fees 28,124                  27,587            

Advertising & promotion 21,813                  150,677          

Auditors remuneration - Auditor General 14 992,017                1,011,360       

Auditors remuneration - Internal 268,116                63,711            

Bank charges 28,093                  30,709            

Catering 31,112                  57,958            

Cleaning and teas 25,845                  10,650            

Computer expenses 53,668                  20,060            

Councillors remuneration 17 705,641                616,800          

Depreciation and amortisation 12 301,806                302,660          

ECPACC projects and art centre support 12 17,836,059           13,920,679     

Employee costs 12 8,604,480             7,191,164       

Facilitation of training & development Programme -                             20,400            

Public art installation fees 85,000                  -                       
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Insurance 170,496                136,274          

Lease rentals on operating lease 12/16 369,857                360,416          

Legal fees 41,400                  453,428          

Postage and courier 957                        5,668              

Printing and stationery                              107,863                169,110          

Professional fees 277,513                481,708          

Repairs and maintenance 12 17,858                  14,489            

Security 76,510                  7,840              

Website costs -                             9,400              

Subscription 14,703                  77,219            

Telephone and fax 136,171                173,367          

Transport Costs 9,549                     894                  

Travel and subsistence 12 166,260                212,009          

Water, electricity and sanitation 21,700                  28,800            

Donation -                             -                       

Exhibition expenses 30,500                  -                       

Total operating expenditure 30,701,179          26,261,551    

Surplus/(Deficit) for the year (904,684)               585,587          

Loss on assets written-off (80,749)                 -                       

Surplus/(Deficit) for the year (985,433)               585,587          
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