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CHAPTER 1. MAYOR’S FOREWORD AND EXECUTIVE SUMMARY 

COMPONENT A – MAYOR’S FOREWARD AND ACCOUNTING AUTHORITY’S STATEMENT 

 

Executive Mayor’s Foreword 

Amathole District Municipality adopted a Long Term Vision of an 

Amathole Smart District towards 2058 commonly known as Building a 

Smart District together with its Municipal Turnaround Strategy: 

Bringing ADM Back to Its Former Glory. This is part of strides in the 

journey of addressing the imbalances of the past and ensuring that 

we fight the triple challenges of poverty, unemployment and 

inequality, on which some meaningful progress can be noted.  

 

As we continue with our developmental local government agenda as bestowed by our people 

when we commenced the term, ASPIRE, as our development agency, must be properly 

positioned in response to Building a Smart District.  

 

ADM Institutional Strategic Planning session held in 2019, extended the scope of ASPIRE to 

holistically deal with District Economic Growth and Development beyond Small Town 

Revitalisation in order to bring about spatial economic transformation for our District.  

 

ADM Council has appointed a new Board of Directors in January 2019 to assist its parent 

municipality to drive the realisation of Building a Smart District.  The new Board of 

Directors for a period of 3 years are:  

• Chairperson of the Board: Prof. Christian Addendorf  

• Deputy Chairperson: Dr. Mark Williams  

• Mr Sthembiso Khanyile  

• Mr. Nkosinathi Mbende  

• Ms. Machaka Mohesana  

 

As ADM, we are confident in this team that it will bring about visionary leadership and 

stability in ensuring the realization of both the mandate and new scope of ASPIRE as part of  

an Amathole Smart District towards 2058: Building a Smart District and our Municipal 

Turnaround Strategy: “Bringing ADM Back To Its Former Glory”.  This will ensure 

continuous alignment and harmony with the parent municipality.  
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In the same breath, we would also like to thank the outgone Board for their service to 

ASPIRE.  

 

I would like to thank the Board of Directors, led by Prof Chris Addendorf and his Executive 

Management team together with all its stakeholders for “hitting the road running” and 

being responsive under the year review to the new scope of assisting an Amathole Smart 

District towards 2058: Building a Smart District.  

 

CLLR Z.M. MNQWAZI  

ACTING EXECUTIVE MAYOR 
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The Accounting Authority’s statement 

January 2019 saw the commencement of the New Board of Directors 

of ASPIRE as appointed by Amathole District Municipality. In 

addition, during ADM Institutional Strategic Planning session, 

ASPIRE’s mandate was reconfirmed by the parent municipality 

however the scope was expanded to District Economic Growth and 

Development beyond Small Town Revitalisation in order to bring 

about spatial economic transformation.  

 

In response to such, ASPIRE has reviewed its 5 year (2019-2024) Strategic Plan towards the 

implementation of a Smart District. This culminated in the review of our Vision that is 

ASPIRE: A prosperous and Smart Amathole District with our mission being the catalyst 

to promote and implement sustainable spatial and social economic development in 

Amathole District. A conceptual framework of ASPIRE Turnaround Strategy is currently 

being developed with the principles of:  

• Brand Repositioning - Building confidence of the ASPIRE important Stakeholders 

• Organisation Development and Design - revise the current organizational structure to 

respond to ASPIRE’s expanded scope and mandate, and  

• Financial Sustainability - Building a sound financial base  

 

Under the year review, ASPIRE focused on the finalisation of the construction of the Alice 

Transport Hub and handed over to Raymond Mhlaba Local Municipality in April 2019. This 

was a major milestone as part of Small Town Revitalisation Program being implemented by 

ASPIRE.  

 

The vacancies of critical positions in Executive Management remains an area of concern that 

the Board is attending too. We would like to express our appreciation to Amathole District 

Municipality for the secondment of senior officials to ensure there is minimal disruptions in 

business operations. 

 

It is unfortunate that ASPIRE has received a Qualified Audit opinion from the Auditor 

General however management will in the next financial year be focusing on addressing the 

findings through an Audit Action Plan which we will continue to monitor and oversight 

together with the Audit and Risk Committee.   
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On a positive note, we have been having bilateral engagements with various strategic 

stakeholders to collaborate with ASPIRE in the attainment of its new Strategic Outlook. We 

know these engagements will soon yield results and indeed this will ensure there is 

alignment and realisation of an Amathole Smart District towards 2058: Building a Smart 

District. 

 

I would like to thank the Board of Directors for their support, passion, energy and expertise 

in providing leadership towards the mandate and new scope that has been bestowed by the 

parent municipality. In addition, I would like to thank Amathole District Municipality for the 

support in the endeavors that have been taken by ASPIRE. Furthermore, I would like to thank 

the Executive Management team for their efforts towards the vision of a prosperous and 

Smart Amathole District. Finally, we would like to thank our strategic stakeholders and 

potential partners for their support.    

 

PROF. C.A. ADDENDORF  

CHAIRPERSON OF THE BOARD  
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COMPONENT B – EXECUTIVE SUMMARY 

1.1 Executive Summary 

ASPIRE’s financial year commenced with the preparation and drafting of the annual financial 

statements for the previous year, in preparation for submission to the Auditor General for 

audit purposes.  This process was successfully completed by the required deadline of 31 

August 2018 and the annual financial statements were submitted, as required.   

During October 2018, the CFO resigned, but the team pulled together and all audit requests 

for information from the Auditor General were provided on time.  During December 2018, 

the parent municipality seconded an official to act in the position of CFO, to ensure 

continued financial management in the finance department and to ensure compliance with 

relevant legislation. 

January 2019 saw the appointment of a new board of directors, with a clear instruction from 

the parent municipality to expand the scope of the mandate of ASPIRE.  This resulted in a 

review of the ASPIRE strategy during the second half of the year, with the new strategy 

being approved shortly before the start of the new financial year.  This new strategy will 

see ASPIRE focus on the implementation of key catalytic projects to bring life to the Vision 

2058 goal of the parent municipality. 

A focus for the year has been the finalisation of the construction of the Alice Transport Hub.  

This project was completed in March 2019 and was handed over to the Raymond Mhlaba 

Local Municipality at a handover ceremony and launch during April 2019, which was 

attended by locals and dignitaries.  

During May 2019, the Board took the decision to suspend the CEO in order to conduct 

investigations in respect of alleged misconduct.  As at year end, this process was still 

underway and the parent municipality was in the process of identifying an official who could 

be seconded to ASPIRE to act in the CEO position. 

Due to various findings identified by the auditors, the agency has unfortunately received a 

qualified audit opinion for only the second time in its existence.  Management are aware of 

the short comings and have commenced with drafting an action plan to address same.  

In closing, the behind-the-scenes and planning initiates being undertaken by the Board will 

hopefully shortly come to fruition, with the allocation of much needed funding to ASPIRE, 

in order to commence with the rollout of the strategy, with the aim of a better Amathole 

for all. 
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1.2 Agency Functions, Population and Environmental Overview 

1.2.1. Agency Functions of ASPIRE 

ASPIRE was founded as the Amathole Economic Development Agency (AEDA), a proprietary 

limited company, on 1 September 2005. It was envisaged ASPIRE would support the parent 

municipality’s goal of local economic growth and assist the Amathole District Municipality 

with the implementation of local economic development initiatives.  Over the years, 

ASPIRE’s experience and understanding of the Amathole region and its challenges grew. Its 

mandate is:  

 
“the promotion and implementation of development policies in areas of economic 
production and investment in the Amathole Region”.  
 

The vision of the Amathole District Municipality is to become a leading, dynamic, innovative, 

pioneering and focused district municipality dedicated to servicing the needs of its 

communities and their social and economic development. Its mission includes contributing 

to the betterment of its communities’ lives through a participatory development process to 

ensure that they have access to socio-economic opportunities.  

 

The role of ASPIRE is to assist the Amathole District Municipality in attaining its vision and 

to support a mission that specifically spells out the participatory nature of the development 

process. The key is the building of networks with counterparts by investing upfront in 

relationship building – and this takes time. ASPIRE believes that any subsequent success 

emanates from this investment and from the consistent involvement of local municipalities 

and communities in the development process. 

 

1.2.2. Population and Environmental Overview 

Amathole District Municipality is situated in the central part of the Eastern Cape 

stretching along the Sunshine Coast from the Fish River Mouth, along the Eastern Seaboard 

to just south of Hole in the Wall along the Wild Coast. It is bordered to the north by the 

Amathole Mountain Range. The municipality is comprised of six local municipalities: 

Mbhashe, Mnquma, Great Kei, Amahlathi, Ngqushwa and Raymond Mhlaba.  

Four heritage routes have been developed that are named after Xhosa kings and heroes. 

They are the Maqoma Route, the Makana Route, the Sandile Route and the Phalo Route. 

These intertwine with the other tourism routes located within the district, namely the 

Sunshine Coast Route, the Wild Coast Route, the Amathole Mountain Escape Route and the 

Friendly N6 Route. 
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The district consists mainly of rural villages and small towns and covers a land area of 

23,577 kms2.   

Cities/Towns: Adelaide, Alice, Amatola Coastal, Bedford, Butterworth, Cathcart, Dutywa, 

Elliotdale, Fort Beaufort, Hamburg, Hogsback, Kei Mouth, Kei Road, Keiskammahoek, 

Kentani, Komga, Middeldrift, Morgan Bay, Ngqamakhwe, Peddie, Seymore, Stutterheim, 

Willowvale 

 
Diagram 1: Map of Amathole District Municipality  

 

The profile of ADM, as mapped in different Economic Profiles is provided below: 

 

Demographic Information   
  2016 2011 

Population 880 790 855 793 

Age Structure 

Population under 15 32.70% 33.50% 

Population 15 to 64 61.60% 57.60% 

Population over 65 5.70% 8.90% 

Dependency Ratio 

Per 100 (15-64) 62.4 73.6 

Sex Ratio 

Males per 100 females 89.6 88.5 

Population Growth 

Per annum 0.65% n/a 

Education (aged 20 +) 
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No schooling 10.20% 13.20% 

Matric 19.00% 13.20% 

Higher education 5.70% 5.90% 

Household Dynamics 

Households 213 763 227 821 

Average household size 4.1 3.6 

Female headed households 52.20% 53.00% 

Formal dwellings 55.90% 52.70% 

Housing owned 71.20% 67.80% 

Household Services 

Flush toilet connected to sewerage 17.00% 15.40% 

Weekly refuse removal 17.40% 16.50% 

Piped water inside dwelling 12.30% 12.50% 

Electricity for lighting 82.40% 69.80% 

 

Over and above the need to promote investments and business in the Amathole Region, 

there is an ever-growing demand on municipal services and infrastructure to support growth 

of new settlements. The District Municipality’s mandate is water and sanitation in the main, 

therefore ASPIRE’s role becomes more prominent to drive other economic growth and 

development areas within the District.   

 

Natural Resources 

Major Natural Resource Relevance to Community 

Mountain (Amathole Mountain) Recreation, biodiversity, tourism  

Coastline which includes estuaries, 
conservancies, national heritage sites, 
rocky shores and sandy beaches. 

Recreation and Tourism, research and 
education, cultural values, commercial and 
subsistence agriculture 

Freshwater systems Mari culture and aquaculture 

Biodiversity and natural forests 
Land-based projects, carbon credits, 
environmental projects 

 

1.3. Service Delivery Overview 

During the course of the past 6 years or so ASPIRE has been able to successfully implement 

high impact socio-economic infrastructure projects that were mainly meant to upgrade 

infrastructure in some selected small towns within the District. This was made possible 

through funding from the National Treasury’s Neighbourhood Grant, National Lotteries Fund 

and the National Department of Tourism with full support of Amathole District Municipality.  
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Financial year 2018/19 saw ASPIRE implementing the last of a number of small town 

regeneration projects stemming back from 2013, with funding received from National 

Treasury.  The Alice Transport Hub project was completed in March 2019 and handed over 

to the Raymond Mhlaba Local Municipality in April 2019.   

 

1.4. Financial Health Overview 

ASPIRE has achieved and operating surplus of R5,4 million before taxation in the current 

financial year due to reduced operating expenditure emanating from the implementation of 

austerity measures as prescribed by Treasury as well as the non-filling of vacant positions.   

The main challenge for ASPIRE is the generation stemming from investor’s reluctance in 

investing in the public sector.  The construction of the Alice Transport Hub, being the only 

project implemented by ASPIRE in the current year, was completed in the last quarter of 

the year with the issue of the final completion certificate.  The additional gazetted funds 

for the NDPG grant could not be fully utilised and the remainder of the funds will possibly 

be returned to the funder as it was expressly stated that there would be no roll-overs 

allowed on the additional funding provided. 

ASPIRE’s total budget has decreased by 5% during the current year (2019: R30.07 million; 

2018: R31.7 million).  The entire operational allocation (R15.5 million) approved by the 

parent municipality to the Agency was received in full during the year.  The parent 

municipality continues to honour its commitments of supporting ASPIRE for her operational 

needs as well as in kind support, that forms part of the signed Service Level Agreement.    

The implementation of mSCOA is still pending as Treasury and ADM are still in 

communication and the directive by Treasury is for ASPIRE to utilise the same financial 

reporting system as that of the parent municipality. 

Preliminary operating results for the year depict an operating surplus after tax of R3,99 

million (2018: R1.6 million). The liquidity ratio has improved to 2.3:1 (2018: 1.2:1 - restated) 

which shows an improvement. 

 

1.4.1 Strengths 

ASPIRE continued to receive unqualified audit opinions in the past two financial years.  This 

is evidence of sound financial management as duly implemented by ASPIRE.  The agency 
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continues to be a catalyst for project implementation within the district with the Alice 

Transport Hub project completed during the last quarter of the financial year.  

 

1.4.2 Weaknesses and threats 

The inability attract additional funding for project implementation as well as for operational 

purposes continues to inhibit long-term sustainability of ASPIRE.  This has resulted in 

ASPIRE’s continued reliance on the parent municipality in order to sustain her operations.   

1.4.3 Financial ratios 

Liquidity – ASPIRE’s liquidity ratio for 2019 is 2.3:1 (2018-1:2 restated), which is above the 

norm of 2:1 being an improvement from the previous financial years. This ratio is a reflection 

of the implementation of austerity measures and shows prudent spending on operations.  As 

a 100% municipal entity, ASPIRE will always require maximum support from the parent 

municipality. 

 

Operating Ratios 

Detail % 

Employee Cost 44% 

Repairs & Maintenance 0% 

Finance Charges & Impairment 0%  

  T 1.4.3 

 

Employee Costs - This ratio indicates that 44% (2018: 44%) of the operating costs are 

attributable to employee costs, which remains the largest operating expense to the Agency. 

This ratio is higher than the national treasury norm of 40%.  A concerted effort to reduce 

this ratio will be addressed in future years through diversification of funding sources and 

strengthening the processes to be followed in ensuring that commitments by funders and 

partners are honoured.  

 

1.5. Organisational Development Overview 

At the close of the financial year, a total of 10 staff were employed after two resignations 

during the year.  During October 2018, the CFO resigned but this gap was filled by the 

secondment of an acting CFO from our parent municipality.    



 

11 | P a g e  
 

Six posts are currently frozen, as per a resolution taken by the Board, until such time that 

the agency has secured funding for projects, which would then require additional staff to 

ensure implementation, as well as the completion of the reviewed strategy in line with the 

parent municipality’s Vision 2058. 

1.6. Auditor General Report 

The auditor general was on site for a period of approximately 3 months during which time 

numerous requests for information was issued and the relevant information provided within 

the required turnaround times.   

Various communication of audit findings were issued by the auditor which the executive 

management in turn provided additional information and committed to resolving the 

findings in order to ensure effective financial management and compliance going forward. 

1.7. Statutory Annual Report Process 

The purpose of the Annual Report is: 

• to provide a record of the activities of the municipal entity during the financial year 

to which the report relates; 

• to provide a report on performance in service delivery and budget implementation 

for the financial year; 

• to promote accountability to the local community for the decisions made throughout 

the year by the municipal entity; and 

• To reduce the additional reporting requirements that will otherwise arise from 

Government Departments, monitoring agencies and financial institutions. 

The process implemented in the preparation of the annual report is as follows: 

ACTIVITY TIMEFRAME 

Submit draft Annual Report and AFS to Internal Audit and 
AG. 

July 

Submitted draft municipal entity Annual Report to ADM 
Municipal Manager 

August 

Submitted Municipal and Municipal entity draft Annual 
Report to the Combined Audit/Performance Committee 

July/August 

Combined Audit/Performance committee considered 
unaudited Annual Report of municipality and entity 

August 

ADM Mayor tabled the unaudited draft Annual Reports in 
Council 

August 

Municipality and municipal entity submits Annual Report 
including final AFS and APP to Auditor-General for auditing 
purposes - due 31 August 

31 August 
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ACTIVITY TIMEFRAME 

Auditor-General audits the Annual Report and submits an 
audit report to the Accounting Officer for the municipality 
and municipal entity 

September to November 

Auditor-General's report issued in November. Once the AG 
reports have been issued no further changes are allowed as 
the audit process is completed. 

November 

Presentation of the final annual report and Audited 
Financial statements to the Accounting Authority  

 
November  

Mayor tables audited Annual Report and financial 
statements to Council 

November / December 

Audited Annual Report is made public e.g. posted on 
municipal entity's website 

December 
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CHAPTER 2. GOVERNANCE 

The Amathole Economic Development Agency trading as ASPIRE was established in 2005 and 

is wholly owned by the Amathole District Municipality.  As a result of the legislation of the 

new Company’s Act, the agency became a state owned company in terms of the law.   

 

It is intended to assist the district municipality in the performance of any of its functions 

and powers with regard to the promotion and implementation of the municipality’s local 

economic development policies in the areas of economic production and commercial 

activities. As a local government entity, ASPIRE is committed to good governance and 

compliance. A comprehensive compliance framework has been developed and implemented.  

 

COMPONENT A – BOARD AND ADMINISTRATIVE GOVERNANCE 

2.1 Board Governance 

2.1.1 Board Structure 

 

 

The Board of ASPIRE consists of the following committees:  

• Audit and Risk Committee (ARC) 

Section 166 (1) of the Municipal Finance Management Act of 2003 provides that each 

municipality and each municipal entity must have an audit committee. Section 166(6) of the 

same Act further provides that a single audit committee may be established for, inter alia, 

a municipality and a municipal entity under its sole control. Thus, in terms of section 166(1) 

BOARD

FINANCE 
COMMITTEE

SOCIAL AND 
ETHICS 

COMMITTEE

AUDIT AND 
RISK 

COMMITTEE

INTERNAL 
AUDIT
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read with section 166(6) of the Municipal Finance Management Act of 2003, there is an Audit 

and Risk Committee that serves both ADM and ASPIRE 

 

• Social and Ethics Committee (SEC) 

The Committee is a statutory committee in respect of those statutory duties assigned to it 

in terms of section 72(4) of the Companies Act of 2008, and as the committee of the Board 

in respect of all other duties assigned to it by the Board. The duties and responsibilities of 

the members are ser out in its terms of reference. The committee was established in 

compliance with King 111 Code on Good Governance. The Board is in the process to review 

the Terms of Reference of the Committee to ensure the committee is compliant with the 

King IV Code on Good Governance. The committee is functional and is comprised of three 

members of the board. 

 

• Finance Committee  

There is a Finance Committee that assists the Board in fulfilling its oversight responsibilities 

on matters relating to, or having a bearing an overall financial management and 

performance of ASPIRE. The Committee came into being after the separation of the Audit 

and Finance Committee, which was seen to be in conflict with the role of the Audit 

Committee. The Board then accepted the recommendations of the Audit and Risk 

Committee to separate the two committees.  

 

The Board of Directors constitutes the accounting authority of ASPIRE, reporting and 

accountable to the ADM Council. On January 2019 the ADM Council appointed five (5) board 

members constituting the ASPIRE Board of Directors for a period of three (3) years, which 

period will end on the 31 December 2022. The Amathole District Municipality has two 

representatives on the Board of Directors of ASPIRE that attend board meetings. The Chief 

Executive Officer, as the accounting officer is accountable to the Board and is a permanent 

attendee of the Board of Directors meetings.   

 

ASPIRE continues to enjoy support from the ADM Internal Audit Unit which performs internal 

audit and risk management functions for ASPIRE in line with a Council resolution to this 

effect. The sharing of the ADM appointed Audit and Risk Committee continues to add value 

to ASPIRE, as well as ensuring significant cost savings. 
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The Board is comprised of the following members: 

 

Prof Chris Adendorff

•Chairperson of the Board

•Doctor of Development Studies

▪Doctor of Business Administration

▪Master of Philosophy in Future Studies

▪Doctor of Philosophy

▪Master of Commerce

▪Bachelor of Commerce

▪BTech Human Resources

▪National Diploma in Human Resources Management)

Dr Mark Williams

•Chairperson of the Finance Committee

•Doctor of Philosophy in Construction Management

▪Masters of Business Administration

▪Bachelor of Commerce Honours

▪Bachelor of Commerce

▪Post Graduate Certificate in Global Leadership and Public Policy 

▪Post Graduate Certificate in Corporate Governance and Board Leadership 

▪Certificate in Audit Committee and Board Leadership

Mr Sithebiso Khanyile

•Member of the Board

▪National Diploma in Human Resources Management

▪Certificate in Introduction to Thought Leadership for Africa's Renewal

▪Certificate in African Political Economy - The African Economic Challenge

•Certificate in Africa and International Trade - Building an African Developmental State

•Certificate in Entrpreneurship Development Programme

•Currently studying CPMD with WITS

Mr Nkosinathi Mbende

•Member of the Board

•Registered Professional Natural Scientist

•Bachelor of Science Honours: Agriculture 

▪Bachelor of Science

▪Post Graduate Diploma in Management

▪Certificate in Municipal Finance Management 

•Certificate in Corporate Governance

•Member of IODSA

Ms Machaka Mosehana

•Chairperson of the Social and Ethics Committee

▪Bachelor of Commerce: Information Systems

▪Post Graduate Diploma: Business Administration

▪Masters in Business Administration (current) 



 

16 | P a g e  
 

2.1.2 Main Responsibilities of the Board 

The Board of Directors is primarily responsible providing strategic direction to the Agency. 

The main responsibilities of the Board are:  

• Ensuring efficiency and effectiveness of operations, the optimum utilisation of 

resources, legal compliance, safeguarding of assets and the existence of sound and 

effective internal controls;  

• Review and approval of business plans, budgets, major contracts and commitments;  

• Accountability for the process of risk management;  

• Monitoring Organisational Performance;  

• Approval of major policy decisions;  

• Appointing the Chief Executive Officer;  

• Presentation of the financial statements and the assurance of integrity, objectivity 

and reliability of these statements; and  

• Annual performance assessments of all sub-committees.   

 

The Board is scheduled to meet at least four (4) times in a year or as necessary and is guided 

by its Board Charter on how it conducts its meetings. There are three (3) committees that 

assist the Board in delivering on its oversight mandate are in place.  The directors who serve 

in the Board of Directors are remunerated in accordance with the board policy which was 

approved by the ADM Council.   There are no members of the Board that receive performance 

bonuses.  Board fees are paid as per attendance.  

2.2 Administrative Governance 

 

 

 

 

Chief Executive 
Officer

Company 
Secretary

Executive 
Manager:  

Operations

Executive 
Manager:  

Corporate Services

Chief Financial 
Officer

PA to the CEO
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The Executive Committee (EXCO) of ASPIRE is comprised of the Chief Executive Officer as 

chairperson of EXCO and the four (4) Executives, including the Company Secretary. In 

addition to the daily operations of the organisation, the core responsibility of EXCO includes 

the implementation of polices, strategy and business plan formulation, and risk 

management.   

 

The year under review saw ASPIRE stabilising with a positive outlook. The relations between 

ASPRE and ADM have improved tremendously, and have been based professionalism.  Below 

are the executives who served during the year under review:   

 

• Ms N Klaas (Chief Executive Officer) 

• Adv TDL Sagela  (Company Secretary) Appointed 1 August 2018  

• Mrs S Weppelman (Executive Manager: Corporate Services) 

• Mr L Fokazi (Chief Financial Officer) Resigned in October 2018 

• Ms N Mqalo (Acting Chief Financial Officer) Appointed 3 December 2018 

 

COMPONENT B – CORPORATE GOVERNANCE 

ASPIRE is committed to excellent service delivery and good governance.  ASPIRE continues 

to ensure that it complies with the key legislative framework and developed a compliance 

checklist has been monitoring tool during the year under review.   

Furthermore, the Agency is consistent in submitting statutory and quarterly oversight 

reports to ADM in an effort to monitor performance. 

The review of policies was undertaken to ensure their relevancy and staff were consulted 

in the policy review and development process to that they embrace such policies.  

Eight (8) Board meetings (four scheduled and four special meetings) and fourteen (14) Board 

committee meetings were held during the period under review. Management has done its 

best in ensuring that the Board resolutions are implemented and communicated to the 

relevant persons. 

2.3 Risk Management. 

The Municipal Finance Management Act 56 of 2003 Section 62 states that the Accounting 

Officer is responsible for managing the financial administration of the municipal entity, and 

must for this purpose take all reasonable steps to ensure that:   
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• The resources of the municipal entity are used effectively, efficiently and 

economically;  

• Full and proper records of the financial affairs of the municipal entity are kept 

in accordance with any prescribed norms and standards ; and 

• The municipality has effective, efficient and transparent systems -   

o Of financial and risk management and internal control; and  

o Of internal audit operating in accordance with any prescribed norms and 

standards 

Risk management has as its purpose the identification of potential events that may affect 

the agency and its ability to deliver on its performance objectives and ultimately its 

mandate. 

As part of risk management, ASPIRE has a risk management policy, which incorporates an 

enterprise-wide risk management system in which all identified risk areas are managed 

systematically and continuously on an on-going basis at departmental level. The risk register 

is treated as a working risk management document because risks are constantly recorded 

and managed. Management monitors and evaluates the implementation and efficiency of 

controls and actions to improve current controls in the risk register.  

 

The Audit and Risk Committee, which ensures that there is an effective risk management 

process and system in place, reports on risk related matters to the ASPIRE Board.  

 

 

Risk Management Process  

Effective risk management is fundamental to the agency’s business activities. The agency 

seeks to achieve an appropriate balance between risk and reward in the business. It 

continues to build and enhance the risk management capabilities that assist in achieving its 

goals in a controlled environment.  

The risk management process involves the identification and assessment of risks as part of 

an on-going process. ASPIRE conducts an annual strategic risk assessment workshop to ensure 

that there is a link between risk management and the business planning processes. After 

identifying these possible events, the likelihood and impact that the event would have on 

the agency as a whole, it is the responsibility of management to identify mitigating actions 

which would reduce the risk to a more tolerable and manageable occurrence.  In the process 

of doing so, the agency is able to provide reasonable assurance that the risk can be 

contained in the event that it did occur. The process this year was supported by the ADM 
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internal audit and risk function.  All employees are required to take ownership of risks that 

fall within their respective areas of responsibilities. 

 

The risk management programmes and/or activities that were implemented during the 

2018/2019 financial year were as follows : 

 

• Establishment of the Risk Management Committee 

• Development of strategic and operational risk registers 

• Strategic Risks Management and Monitoring  

• Departmental Risk Management and Monitoring 

• Compliance Monitoring  

• Audit Tracking Reports and Monitoring  

The risk management committee held quarterly risk management meetings where progress 

on the risk mitigation activities were assessed and monitored.  Reports from these meetings 

were submitted to the quarterly Audit and Risk Committee meetings.  The Executive 

Committee and the Audit and Risk Committee will continue to monitor the implementation 

of the documents listed above to ensure that the organisation is proactive in addressing risks 

and strengthening its internal control environment.  

 

2.4 Anti-Corruption and Fraud 

The ASPIRE Fraud Prevention Policy clearly articulates the zero tolerance stance of the 

agency towards fraud, corruption, maladministration or any other dishonest activities. In 

support of the Fraud Prevention Policy, two further policies stipulate the required levels of 

ethical behaviour required to ensure no fraud acts are committed.  These policies are the 

Code of Conduct and the Supply Chain Management Policy.  

The Fraud Prevention Policy provides for the controls which will assist in the prevention and 

detection of fraud and corruption, as well as providing guidelines as to how to respond 

should fraud and/or corruption be identified. Strategies for the prevention, detection, 

response and investigation of fraud and corruption are outlined. Employees are tasked with 

the responsibility to report all incidents of fraud and corruption that may come to their 

attention.   

The Code of Conduct speaks to issues of safeguarding the Agency’s assets, including funds, 

property, information and records. It also provides guidelines with regards to nepotism and 

other conflicts of interest.  
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The Supply Chain Management Policy provides the framework within which contracts are 

awarded to service providers and goods are procured. The Policy covers issues of abuse of 

the supply chain management process and provides guidelines for ethical practice.  

 

2.5 Supply Chain Management. 

In line with the requirements of the Municipal Supply Chain Management Regulations of 

2005, Regulation 2(2), the Supply Chain Management Policy of ASPIRE has been developed 

to be consistent with the Supply Chain Management Policy of the parent municipality. This 

policy been designed to be fair, equitable, transparent, competitive and cost effective. It 

is based on the requirements of section 111 of the Local Government Municipal Finance 

Management Act (No. 56 of 2003) and complies with the regulatory framework for municipal 

supply chain management. 

The policy provides for a SCM Unit under the leadership of the Chief Finance Officer. The 

Board has the final responsibility for the oversight of SCM, through the accounting officer.  

The policy provides for a range of supply chain management processes which includes 

tenders, quotations, disposals and deviations.  It further specifies which process must be 

followed for each range of commodities.  There are procedures and mechanisms in place 

for each type of procurement process that is required to be followed.  There is flexibility in 

the process in cases of emergencies and if the contract is below the prescribed thresholds.  

The Agency also undertakes a pre-qualification of all bids received during a competitive 

bidding process.  Bid Administration is strictly adhered to when advertising, opening, 

registering, recording, evaluating and adjudicating tenders.  The final terms of the contracts 

are negotiated in certain circumstances.   

The SCM Policy further provides the framework for ethical practices within ASPIRE, guiding 

staff members with regards to issues such as favouritism, acceptance of gifts from service 

providers, etc. The policy provides a clear framework within which to address and resolve 

disputes, objections, complaints and queries. 

Due to financial constraints, ASPIRE has been unable to establish a fully-fledged SCM unit 

and has continued to rely on the parent municipality’s support for effective functionality. 

2.6 Website 

At the start of the financial year, a new website was launched which was developed with 

assistance of the IT department of the parent municipality.  This brought to an end the 
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continuous problems that were being experienced, especially by hackers, with the previous 

website in the previous financial year. 

Documents that are posted on the website include: 

• Approved Budgets 

• Amended Budgets 

• Performance Reports 

• Annual Reports 

• Tenders 

• Vacancies 

• Current news 
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CHAPTER 3. PERFORMANCE 

COMPONENT A – EXECUTIVE OFFICE 

3.1. Board of Directors 

The Board met quarterly in order to implement its oversight role over the operations of the 

organisation.    

3.2. Office of the CEO 

During the period under review, ASPIRE was faced with major challenges that impacted 

heavily on its seamless operations.  Some of the challenges are attributed to limited budget 

to cover basic administration cost, no budget for new projects, instability in leadership, 

negative media publicity.  

 

Despite all the above, the Executives remained steadfast in maintaining and upholding 

governance at ASPIRE. One of the most important exercises that was performed internally 

was the review of policies.  

 

COMPONENT B – OPERATIONS 

Below is a synopsis of the activities that the unit was engaged with during financial year 

2017/18.  During this period,  

3.3. Small Town Regeneration 

Funding proposals 

Planning involves the drafting and preparation of feasibility studies and business proposals 

for submission to potential funders.  During the year under review, business proposals were 

submitted to a number of funders, both in the public and private sector. International 

funding organisations were also targeted.   
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For the year under review, the following have been prepared and / or submitted: 

 

Business Concept 

Documents Prepared 

1. Pre-feasibility study of timber production in Amahlathi 

Local municipality 

2. Amathole Digital Investment and Promotion Portal 

Concept Document finalised 

Business Proposals 

Submitted 

1. ASPIRE Rural Enterprise Programme – Engen – 

R88,663,800 (3 year project) 

2. Amathole Rural Enterprise Program – LREDS – 

R88,663,800 

3. Authentic Amatole GIS Portal – LREDS – R3,000,000 

4. Authentic Amatole GIS Portal – Silicon Overdrive – 

R3,000,000 

5. Amathole Rural Enterprise Program – Sibanye Stillwater 

– R88,663,800 

6. Authentic Amatole GIS Portal – EU Fund – R3,000,000 

7. Desalination Feasibility – EU Fund – R88,663,800 

8. Authentic Amatole GIS Portal – Fuji – R3,000,000 

 

Alice Transport Hub project 

This project reached practical completion during December 2018 and Final Completion in 

March 2019.  The launch and handover of the project took place during April 2019 at the 

project site.   

3.4. Legacy Project close out 

Alice CBD Upgrade project. 

The projects was handed over as part of the launch of the Alice Transport Hub project and 

brought to a close the regeneration projects currently being undertaken in Alice.   

 

EC Adopt-a Spot Project 

The main aim of this project was to assisting Buffalo City Metro (BCM) in its attempts to 

identify illegal dumping sites, revitalise these areas and develop vegetable gardens for food 

security.  The project was being implemented in Haven Hills, Zwelitsha, Ziphunzana and 

Duncan Village.  The project concluded in the previous financial year and ASPIRE was 

awaiting the final outcome of the audit process. 
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Upon finalisation of the audit process, the department paid over the retention fee of 

R225,000 in May 2019.   

 

COMPONENT C – CORPORATE SERVICES 

3.6. Human Resources & Organizational Structure 

The year commenced with a total of 12 staff, but by year end this had reduced to 10 as a 

result of resignations.  In line with the Board’s resolution to freeze the filling of vacant 

positions, the vacant posts of Chief Financial Officer r and Project Manager were not filled.  

This is in addition to the other vacant posts which have not been filled for an extended 

period of time.  The non-recruitment of warm bodies to fill these positions is in line with 

the Board resolution not to do so until such time that ASPIRE has received project funding 

to validate the appointment of a warm body.  To assist, the parent municipality seconded 

an acting CFO to lead the Finance unit. 

 

 

 

The current organogram of ASPIRE as approved by the Board is reflected below.  

 

Year 2017/18

Employees

Approved 

Posts Employees

Vacancies 

(fulltime 

equivalents)

Vacancies (as 

a %  of total 

posts)

# # # # %

1-3 1 1 1 0 0%

4-6 1 1 1 0 0%

7-9 2 3 2 1 33%

10-12 4 6 3 1.05 18%

13-15 0 1 0 1 100%

16-18 2 4 2 1.85 46%

19-20 1 1 1 0 0%

TOTAL 11 17 10 4.904 29%

Year 2018/19

Employees : All

Task Grade
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3.7. Information and Communication Technology 

The main objectives of ICT  is  providing and maintaining Information Systems (IS) that 

respond to the information needs and requirements of the agency as well as to ensure 

connectivity of users at all times by focusing on the following areas: 

• Security of IT systems and platforms 

• Availability and performance of systems 

• Support and maintain systems used by various departments 

• Seamless integration of systems and platforms according to business requirements 

Whilst the agency is small, the availability and accuracy of information through the efficient 

utilisation of technology is of paramount importance.  Due to its size, however, this vital 

resource is outsourced due to the fact that a full time resource would not provide value.  

This however, results in the unfortunate situation of not having an IT resource on site to 

resolve issues as and when they arise.  The main responsibility of the outsourced service 

provider is to provide IT related desktop and network support, as well as maintain the overall 

ICT environment so that it responds to the information needs and requirements of the 

agency. 

During the year, the agency purchased new laptops as part of the upgrade of IT equipment 

to align with the rollout of Mscoa.  This reduced the callouts to the procured service provider 

as the old equipment had been requiring constant repairs, resulting in high expenditure.  At 

the close of the financial year, the agency was in the process of moving to the parent 

municipality’s premises and as such, investigations into the capability of the parent IT 

platform to host the various IT components and servers of the agency were being 

investigated.  
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COMPONENT D – FINANCE 

3.8. Risk Management 

At the start of the financial year, the strategic risk register was finalised with the 

identification and assessment of risks.  As part of risk management, mitigating actions to 

improve the internal control environment to mitigate these risks were implemented.  The 

strategic risk register for the year contained a total of 9 strategic risks. 

Risk Mitigating Activities 

1. Inability to effectively carry out the 

mandate of the parent municipality 

 

Convene induction of new board 
members.  Quarterly reporting to ADM 
Council 

2. Lack of mechanisms to monitor the 

performance board and its sub 

committees 

Evaluate effectiveness of Board and sub-
committees on annual basis 

3. Inadequate mainstreaming of ICT 

function 

 

Adopt governance Framework.  Approve a 

Strategy and implementation plan.  

4. 1. Ineffective implementation of 

performance management system 

Conduct quarterly audit reviews 

5. Non adherence to legislation, internal 

policies and processes 

 

Review and Approval of Policies by the 
Board on annual basis 

6.  Negative Reputation Maintain good governance and positive 
audit outcomes.  Improve stakeholder 
relations.  Develop and implement brand 
reposition strategy. 

7. Ineffective financial management Migrate to SAGE Evolution in order to 
comply with mSCOA.  Continuous SCM 
training 

8.Financial sustainability To effectively implement fund raising 
initiatives 

9.Ineffective Project Management Ensure implementation of Project 
Management cycle   
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3.9. Legal 

There have been two (2) legal matters reported during the period under review, namely a 

matter that has been instituted by the Agency against a service provider to claim money 

that has been unlawfully paid to it and a claim lodged by the former Chief Executive Officer.    

The criminal case against the three executives was withdrawn during March 2018, ending a 

long period of 18 months during which the trial was postponed numerous times. 

The matter lodged by the former CEO was forwarded to ADM to resolve. 

3.10. Procurement 

The procurement of all goods and services is guided by the Supply Chain Management Policy 

which has been adopted by the Board and is reviewed annually. Details are included in 

Section 2.5 above. 

The internal Audit unit performed internal audit reviews on procurement during current 

financial year and controls in place were found to be acceptable.  Due to funding 

constraints, ASPIRE continues to receive support from the parent municipality on SCM 

related matters as we do not have a fully established SCM unit.   

  



 

29 | P a g e  
 

COMPONENT E – ORGANISATIONAL PERFORMANCE SCORECARD 
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CHAPTER 4. ORGANISATIONAL DEVELOPMENT PERFORMANCE 

Organisational development provides an agency with the opportunity to improve the 

effectiveness and efficiency of itself by increasing its capacity to manage both internal and 

external functions and relationships.  This increased capacity enables the organisation to 

deliver on its mandate and achieve its strategic goals. 

An Organizational Development plan provides the organisation with an opportunity to 

improve interpersonal and group processes, provide more effective communication, 

increase the ability to cope with organisational problems and pressures, to streamline 

decision making and implement appropriate leadership styles.  All these work at creating 

an environment of trust and cooperation amongst staff members, with the value system of 

the organisation as the base. 

COMPONENT A – INTRODUCTION TO AGENCY PERSONNEL 

4.1. Employee Totals, Turnover and Vacancies 

During the year, the Board reviewed the organogram to ensure alignment with the reviewed 

strategy.  AS a result, the number of positions on the organogram reduced from 28 to 17.  

As at year end, only 11 positions were filled.  This is in line with the decision by the Board 

not to recruit upon termination of any employee, except key strategic positions.   

 

 

 

 

 

 

 

Year 2017-2018

Employees

Approved 

Funded Posts Employees Vacancies Vacancies

# # # # %

CEO 1 1 1 0 0%

Senior Management 2 4 2 2 50%

Middle Management 2 6 2 4 67%

Support Staff 5 6 5 1 17%

Totals 10 17 10 7 41%

Employees

Year 2018-2019

Description
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The turnover rate for the Agency during the 2018/19 financial year is at 18% (2017/2018 

21%).  The continued downward trend is affirmation of the work being done to stabilise the 

agency through effective leadership.  In an effort to understand the reasons for staff exiting 

the agency, exit interviews are held with the exiting staff in order to identify gaps in the 

HR value proposition.  The reasons for staff resignations, as per input on the exit interviews 

were alternative employment opportunities for growth.   

COMPONENT B – MANAGING THE WORKFORCE 

ASPIRE reviews policies annually to ensure that a standardised approach to the management 

of staff is both legislatively up to date and current in terms of best practices.  Staff 

management is a core function of each line manager and the various policies provide a 

structured approach that management can utilise to implement the various HR related 

policies and procedures.  Human resource policies also are effective at supporting and 

building the desired institutional culture. All HR policies are available to staff at all times, 

which provide clear guidelines and frameworks to assist in the day to day fulfilment of their 

duties and provide direction on compliance.   

Approved 

Funded Posts

Vacancies 
(Total time that 

vacancies exist 

using fulltime 

equivalents)

Vacancies (as 

a %  of total 

posts)

# # %

1-3 1 0 0%

4-6 1 0 0%

7-9 3 1.00 33%

10-12 6 1.05 18%

13-15 1 1 100%

16-18 4 1.85 46%

19-20 1 0 0%

17 4.9 28%

Vacancy Rate : 2018/19

Task Grading

Total 

Appointments at 

beginning of 

Financial Year

Terminations 

during the 

Financial Year

Turn Over 

Rate

# # %

2015-2016 22 4 18%

2016-2017 19 7 37%

2017-2018 14 3 21%

2018-2019 11 2 18%

Details

Turn Over Rate 2018-2019
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4.2. Policies 

 

Policies are reviewed and where shortcomings/gaps are identified, changes are effected to 

close these gaps.  All policies are reviewed on an annual basis to ensure compliance with 

prescripts.  Once a policy has been reviewed and possible amendments have been suggested, 

the following process is initiated to ensure approval: 

• The policy will be drafted and or reviewed 

• The policy is submitted to staff for their comments and input 

• Possible amendments/suggestions/proposals are consolidated into one policy review 

document  

• Consultation occurs at a staff meeting where the changes are highlighted and 

amendments finalised 

• The policy is submitted to EXCO for final review 

• The policy will be tabled at the next Board sub-committee meeting for 

recommendation to the Board  

• The policy will be tabled at the next Board meeting for approval.  

Completed Reviewed

Date Last 

Reviewed and 

Approved by 

Board of 

Directors

1 Cellphone and Landline Policy 100% 100% 25-Oct-18

2 Code of Conduct 100% 100% 25-Oct-18

3 Communications 100% 100% 25-Oct-18

4 Declaration of Interest 100% 100% 25-Oct-18

5 Employee Assistance 100% 100% 25-Oct-18

6 Employment Equity Policy 100% 100% 25-Oct-18

7 Information technology 100% 100% 25-Oct-18

8 Leave 100% 100% 17-Jan-19

9 Occupational Health and safety 100% 100% 25-Oct-18

10 Performance Management 100% 100% 25-Oct-18

11 Recruitment, Selection and Placement 100% 100% 25-Oct-18

12 Remuneration (Staff) 100% 100% 25-Oct-18

Name of HR Related Policy
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4.3. Injuries, Sickness and Suspensions 

 

Staff sick leave decreased slightly over the period under review.   Sick leave is monitored 

to ensure no abuse is detected.  When sick leave is for greater than 2 consecutive days, a 

sick leave note from a doctor is required, or if sick is taken on a Monday/Friday or post / 

prior a public holiday. 

 

  

 

Total sick 

leave

Proportion of 

sick leave 

without 

medical 

certificate

Employees 

using sick 

leave

Total 

employees 

in post

Average sick 

leave per 

Employees

Estimated 

Cost

Days % # # Days R'000

Senior Management 18 17% 3 4 4.50 93

Middle Management 33 56% 3 3 11.00 74

Support Staff 9 40% 4 5 1.80 8

Totals 60 16% 10 12 5.77 175

Task Grade

Number of Days and Cost of Sick Leave

Injury 

Leave 

Taken

Employees 

using injury 

leave

Proportion 

of 

employees 

using 

injury 

leave

Average 

Injury 

Leave per 

employee

Estimated 

Cost

Days % # # R'000

No Injuries on duty during the year

Number and Cost of Injuries on Duty

Type of Injury

Position

Nature of alleged 

misconduct Date of suspension

Details of 

Disciplinary Action 

or Status of Case 

and Reasons why 

not finalised Date Finalised

CEO Non Performance May-19

Investigation 

underway
In progress

Number and Period of Suspensions
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4.4. Performance Rewards 

Performance contracting of all staff was finalised at the start of the financial year.  Staff 

appraisals and evaluations are conducted quarterly. 

No performance bonus was paid to staff during the financial year as due to cost cutting 

measures, no budget was allocated. 

 

 

 

COMPONENT C – CAPACITATING THE WORKFORCE 

4.5. Skills Development and Training 

During the year, the CEO attended the legislated CPMD training which was also a 

requirement of her original employment conditions.  This was successfully completed.   

The SCM Administrator attended SCM Management training which was also successfully 

completed.   

During the budget adjustment process, an additional amount of R200K was allocated to 

training needs.  Prior to this, staff were requested to undergo the online Ethics in the Public 

Sector training program offered by the National School of Government.  This course was 

completed by minimal staff and as such, a facilitated process will be undertaken for this 

course in the new financial year. 

By year end, the following training needs had been procured: 

 

Gender

Total number of 

employees in 

group

Number of 

beneficiaries

Expenditure 

on Rewards

Proportion of 

beneficiaries 

within group

# # R'000 %

Female 0 0 0 0%

Male 0 0 0 0%

Female 0 0 0 0%

Male 0 0 0 0%

Female 0 0 0 0%

Male 0 0 0 0%

Task Grade

Senior Management 

Middle Management

Support Staff

Performance Rewards by Gender
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COMPONENT D – MANAGING THE WORKFORCE EXPENDITURE 

4.6. Employee Expenditure 

At the end of the financial year, the personnel expenditure stands at 44% of the total 

expenditure.  An inflationary increase was implemented, with effect from July 2018 for all 

general staff.  An increase was also extended to the executive team during January 2019, 

after confirmation of the upper limits from the parent municipality and approval by the 

Board had been finalised. 

The Agency remunerates staff on a total cost to company basis and includes participation in 

the company provident fund in the HR offering. 

 

Type of Training

Internal / 

External No of staff Cost

Emotional Intelligence External 12 11,200                

Introduction to the Health and Safety Act External 12 18,626                

Business Proposal Writing External 8 25,200                

Corporate Governance External 10 25,300                

Excel - advanced External 3 3,795                  

Excel - Intermediate External 7 8,850                  

Finance for Non-financial managers External 3 14,791                

Excel - advanced External 7 13,300                

Minute Taking External 4 11,996                

Description R’000
Senior 

management

Middle 

management

Coordination 

/administration
TOTAL

Salaries and wages

Normal        4,452,725     2,157,390           1,273,254     7,883,369 

Leave paid / Accrued             78,856        118,406                20,658        217,920 

Overtime                    -                  -                         -                   -   

Staff and Company 

contributions

Provident fund           368,852        211,703              167,707        748,262 

Medical aid                    -            89,247                87,390        176,637 

Other                    -                  -   -                                    -   

Allowances

Travel and vehicle           258,382          24,000                       -          282,382 

Other             34,251        133,141                20,962        188,354 

Housing benefit and 

allowances
                   -                  -                         -                   -   

Loans and advances                    -                  -                         -                   -   

Other benefits and 

allowances

Bonus and leave                    -                  -                         -                   -   

Arrears owed to 

municipality
                   -                  -                         -                   -   
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CHAPTER 5. FINANCIAL PERFORMANCE 

COMPONENT A –STATEMENTS OF FINANCIAL PERFORMANCE 

5.1 Statements of Financial Performance 

5.1.1 Introduction to Financial Statements 

The annual financial statements have been prepared on the accrual basis of accounting and 

in accordance with historical cost convention, unless otherwise specified.  The annual 

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

Generally Recognised Accounting Practice (GRAP), including any interpretations and 

directives issued by the Accounting Standards Board in accordance with Section 122(3) of 

the Municipal Finance Management Act, (Act No. 56 0f 2003). 

The principle accounting policies adopted in the preparation of the annual financial 

statements are set out in the annual financial statements contained in this document. 

5.1.2 Financial Performance 

The Agency reported an overall surplus of R3.99 million (2018: surplus of R1.6 million) for 

the current financial year, and a total revenue of R24.2 million (2018: R24 million).  

Operating revenue has remained steady when compared to the previous year.  However, the 

continued inability to raise funds for additional projects to be implemented still remains a 

thorn in ASPIRE’s long-term financial sustainability.  

The Agency managed to spend 77% (R18.8 million) of the approved budget in the current 

financial year.  The two major projects that contributed to the under-expenditure were 

mainly the Alice Transport Hub project that was finalised in March 2019 and the Municipal 

Standard Chart of Accounts (mSCOA) roll-out project that is still pending as Treasury and 

ADM are still in communication and the directive by Treasury is for ASPIRE to utilise the 

same financial reporting system as that of the parent municipality. 

5.1.3 Financial Position 

The liquidity position of the Agency has improved compared to the previous financial year.  

This is despite the Agency only implementing one big project, the Alice Transport Hub 

Project. In the 2019 financial year, the Agency reported a slight increase of R430 thousand 

in cash and cash equivalents to R10.1 million (2018: R9.7million).  



 

40 | P a g e  
 

The Agency’s liquidity ratio showing 2.4:1 (1.3:1 - 2018), also reflects a positive increase in 

the current year. The increase is attributed to the reduced spending on the nice to have’s 

and strict cash flow management.  However, the Agency needs to take cognisance of the 

fact that its operating budget for the new year has not been increased and continuous 

cashflow management will be required.  

 

5.1.3.1 Project Expenditure 

Actual expenditure on projects was in respect of the last NDPG funded project being 

implemented in Alice.  This is the only project being implemented by ASPIRE during the 

financial year.  Under expenditure on this item is in respect of the additional R920K received 

from NDPG for the project and the R900K set aside for the GIS project which only 

commenced towards the end of the financial year. 

5.1.3.2 Staff Costs 

Staff costs depict an under-expenditure of 8% during the year.  This is mainly attributable 

to vacant positions not filled during the year as per a Board resolution on the freezing on 

non-essential posts.   Included in the costs are acting allowances paid to the seconded 

official from ADM to act in the post of the CFO. 

5.1.3.3 Administrative costs 

Administrative costs depict an under-expenditure mainly due to under-expenditure on the 

implementation of the Municipal Standard Chart of Accounts (mSCOA) project. 

5.1.4 Grants 

5.1.4.1 Grant Income 

The entity’s budget and financial reporting is prepared on a comparable basis with regards 

to sundry income, interest received and expenditure. However, with regards to Grant 

income, the budget is prepared on a cash basis or, alternatively, when the grant will be 

allocated to the entity. For financial reporting, grants are recorded as revenue from non-

exchange transactions when they become receivable, and are then recognised as income on 

a systematic basis over the periods necessary to match the grants with the related costs 

which they are intended to compensate. 

The entity’s adjusted budget was approved by the Board of Directors during January 2019 

and submitted to the parent municipality accordingly. A comparison between the budget 

and actual financial performance is as follows: 



 

41 | P a g e  
 

The total variance of R6.1 million is attributed to the following: 

• The grants are recognised to the extent that expenditure is incurred, hence non 

incurring of expenditure resulted in lower income realised from the grants 

implemented with NDPG funding 

• The mSCOA grant from the parent municipality was not received and has not been 

recognized as no expenditure was incurred during the year 

 

 

5.2 Asset Management 

Section 63 of the Municipal Finance Management Act requires the accounting officer to have 

a consistent regulatory framework in which ASPIRE operates. An Asset Management Policy 

was designed to promote efficient and effective management, monitoring, control and 

safeguarding of all assets controlled and owned by the Agency. To ensure accurate recording 

of asset information in the asset register is in accordance with the applicable accounting 

standards approved by National Treasury. 

Capital Assets are classified into the following categories for the financial reporting 

purposes: 

1. Property, Plant and Equipment 

Land and Buildings (land and buildings not held as investment) 

Infrastructure Assets (immovable assets that are used to provide basic services) 

Community Assets (resources contributing to the general well-being of the 

community) 

Heritage Assets (culturally significant resources) 

Other Assets (ordinary operational resources) 

2. Intangible Assets (GRAP 102) (assets without physical substance held for ordinary 

operational resources). 

3. Investment Property (GRAP 16) – investment assets (resources held for capital or 

operational gain) 

4. Biological Assets (GRAP 101) (livestock and plants held) 

5. Assets classified as held-for-sale (GRAP 100) (assets identified to be sold in the next 

12 months and reclassified as inventory) 
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The Agency does not have a large asset base as it operates as an implementing Agency within 

the Amathole District Municipality. Most of the Agency’s assets are fully depreciated but are 

currently in use as we cannot afford to replace them.  Included in total assets are assets 

totalling R1.3 million which have been fully depreciated at year end.  During the year, new 

laptops were purchased to replace the laptops that were already fully depreciated.   

5.3 Financial Ratios 

 

5.3.1 Liquidity Ratio 

This ratio measures the Agency’s ability to pay its debts when due and is calculated by 

dividing the total current assets by current liabilities. The higher the ratio the better. 

ASPIRE’s current ratio is at 2.4:1 which is above the accepted norm of 2:1.  This implies that 

the Agency will be able to pay its debts in the short term.  This is an improvement from the 

prior year’s ratio of 1.3:1. 

5.3.2 Employee Cost Ratio 

This ratio measures what percentage of the total operating budget was spent on paying 

employee costs. It is calculated by dividing the total employee cost by the total operating 

costs. 

 

Over the past 3 financial years, ASPIRE has shown a continued improvement in reducing this 

ratio downwards to 44% in the current financial year.  Whilst this is still below treasury’s 

accepted norm of 40%, the continued year on year reduction points to the positive.  

 

 

YEAR LIQUIDITY

EMPLOYEE 

COST

2013 0.98 35%

2014 1.07 14%

2015 0.95 60%

2016 1.1 76%

2017 1 51%

2018 1.2 44%

2019 2.4 44%

RATIOS
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COMPONENT B –SPENDING AGAINST CAPITAL BUDGET 

5.4 Capital Expenditure 

ASPIRE completed implementing the Alice Transport Hub Project that was initially planned 

for implementation in the 2015/16 financial year and was delayed due to challenges linked 

to the appointment of a suitable service provider. Implementation of this project 

commenced during October 2017 and was completed in March 2019.   

5.5 Sources of Finance 

The value in revenue during the period under review remained constant when compared to 

the previous financial year due to the following: 

• An 15% Increase in operational grant allocation from the parent municipality 

• A 24% decrease in conditional grant receipts for the projects currently being 

implemented 

• A 85% increase in interest received from the operational call bank accounts 

• Over 100% increase in services in kind revenue in lieu of services currently being 

offered by the parent municipality. 
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COMPONENT C –CASHFLOW MANAGEMENT AND INVESTMENTS 

5.6 Cash-flow Statement 

Cash Flow Statement  

Figures in Rand Note(s) 2019 2018 
Restated* 

 

 
Cash flows from operating activities 

   

 

Receipts    

Grants  22,172,981 21,787,111 

Interest income  336,828 181,248 

Other receipts  11,844 102 

Other cash item  232,030 - 

  22,753,683 21,968,461 

 
Payments 

   

Employee costs  (7,941,375) (9,621,084) 

Suppliers  (8,610,213) (9,169,428) 

Finance costs  - (71,159) 

Board and sub-committee expenditure  (937,375) (730,562) 

Taxes on surpluses 10 (1,891,568) - 

Grant returns 17 (2,781,412) (1,902,381) 

  (22,161,943) (21,494,614) 

Net cash flows from operating activities 28 591,740 473,847 

 
Cash flows from investing activities 

   

 

Purchase of property, plant and equipment 

 

8 
 

(145,271) 
 

- 

Proceeds from sale of property, plant and equipment 8 21,002 13,212 

Purchase of other intangible assets 9 (37,267) - 

Net cash flows from investing activities  (161,536) 13,212 

 
Net increase/(decrease) in cash and cash equivalents 

  
430,204 

 
487,059 

Cash and cash equivalents at the beginning of the year  9,715,670 9,228,611 

Cash and cash equivalents at the end of the year 7 10,145,874 9,715,670 
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COMPONENT D –OTHER FINANCIAL MATTERS 

5.7 Supply Chain Management 

Section 3(1) (b) and (c) of the SCM Regulations state that the accounting officer of a 

municipal entity must, at least annually, review the implementation of the SCM policy and 

when necessary submit proposals for the amendment of the policy to Board of Directors.   

Section 117 of the MFMA states that: “No councillor of any municipality may be a member 

of a municipal bid committee or any other committee evaluating or approving tenders, 

quotations, contracts or other bids, not attend any such meeting as an observer.”  The 

accounting officer established a committee system that is consistent with the MFMA and 

Municipal SCM Regulations for competitive bids consisting of: 

• A bid specification committee 

• A bid evaluation committee 

• A bid adjudication committee 

Rules and procedures governing the functioning of the abovementioned bid committees 

were developed and implemented. Chapter 6 of the Municipal Regulations on Minimum 

Competency Levels states that: “The accounting officer and any other official of a municipal 

entity involved in the implementation of the SCM Policy of the municipal entity must 

generally have the skills, experience and capacity to assume and fulfil the responsibilities 

and exercise the functions and power in respect of Supply Chain Management.” The 

regulations indicate the minimum competency levels for Heads and Managers in Supply Chain 

Management.  Due to the size of the Agency the Head of Supply Chain Management, is 

currently the Chief Financial Officer and we continue to receive support from the parent 

municipality in this regard. 

5.8 GRAP Compliance 

GRAP is the acronym for Generally Recognized Accounting Practice and it provides the rules 

by which municipal entities are required to maintain their financial accounts. Successful 

GRAP compliance will ensure that accounts are comparable and more informative for the 

municipality/municipal entity. It will also ensure that the entity is more accountable to its 

citizens and other stakeholders. Information on GRAP compliance is needed to enable 

National Treasury to assess the pace of progress and consider the implications.  

ASPIRE has prepared fully GRAP compliant annual financial statements. 
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CHAPTER 6. AUDITOR GENERAL AUDIT FINDINGS 

6.1 Introduction 

The accounting officer of the Agency is responsible for the preparation and fair presentation 

of the annual financial statements in accordance with the South African Standards of 

Generally Recognised Accounting Practice (GRAP) and the requirements of the Municipal 

Finance Management Act No. 56 of 2003 (MFMA) and for internal controls that management 

determines necessary to enable the annual financial statements to be prepared free from 

material misstatements whether due to fraud or error.  

The Constitution S188 (1) (b) and section 4 of the Public Audit Act of South Africa No. 25 of 

2004 states that the functions of the Auditor-General include the auditing and reporting on 

the accounts, financial statements and financial management of all municipalities. MSA S45 

states that the results of performance measurement must be audited annually by the 

Auditor-General. 
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COMPONENT A – AUDITOR GENERAL OPINION OF FINANCIAL STATEMENTS – YEAR 1 

6.2 Auditor General Report 2018-2019 
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ACRONYMS 

ADM   Amathole District Municipality 

AFS   Annual financial statements 

AREDS   Amathole Regional Economic Development Strategy 

ARC  Agricultural Research Council 

BCMM  Buffalo City Metropolitan Municipality 

CAPEX  Capital expenditure 

CBD   Central business district 

CCMA  Commission for Conciliation, Mediation and Arbitration 

CEO  Chief executive officer 

CFO  Chief Finance Officer 

CSIR  Council for Scientific and Industrial Research 

ECDC   Eastern Cape Development Corporation 

DAFF  Department of Agriculture, Forestry and Fisheries 

DEA (National) Department of Environmental Affairs 

DLGTA  Department of Local Government and Traditional Affairs 

DRDLR  Department of Rural Development and Land Reform 

DRPW   Department of Roads and Public Works 

EC  Eastern Cape 

ECDC  Eastern Cape Development Corporation 

ECF  Employment Creation Fund 

ECMAC  Eastern Cape Manufacturing Advisory Centre 

EIA   Environmental impact assessment 

EPIP  Environmental protection and infrastructure programmes 
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EXCO  Executive committee 

FET  Further education and training 

GIZ   German development service 

GRAP   Generally recognised accounting practice 

HIV  Human immunodeficiency virus 

HR   Human resources 

ICT   Information and communications technology 

IT  Information Technology 

LED   Local economic development 

LESS  Legislative and Executive Support Services 

LM   Local municipality 

LSDF   Local spatial development framework 

M&E   Monitoring and evaluation 

MFMA   Municipal Finance Management Act 

MM  Municipal manager 

MoA  Memorandum of agreement 

MoU   Memorandum of understanding 

NAMC  National Agricultural Marketing Council 

NDPG   Neighbourhood Development Partnership Grant 

NEDA  Nkonkobe Economic Development Agency 

NRM  Natural resource management 

NMMU  Nelson Mandela Metropolitan University 

OD  Organisational development 

PMS  Performance management system  
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PPECB  Perishable Products Export Control Board 

RoD  Record of decision (in the EIA process) 

SARS  South African Revenue Service 

SCM   Supply chain management 

SDL  Skills development levy 

SEDA  Small Enterprise Development Agency 

SETA  Sector Education and Training Authority 

SMME   Small Micro Medium Enterprise 

WSP  Workplace skills plan 
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APPENDICES 

Appendix A 

Board of Directors: Attendance and Remuneration for the period 1 January 2019 to 30 June 2019 

Director Board  Social and Ethics 
Committee  

Audit and Risk 
Committee  

Finance 
Committee  

Directors Fees 
Paid 

R 

(2 meetings) 
(2 Special) 

(2 meetings) (2 meetings) 
 

(2 meetings)  

Prof C. Adendorff (Chairman) 4    99,324 

Dr M Williams (Deputy 
Chairman) 

2   2 36,000 

Ms MM Mosehana 4 2   70,466 

Mr NE Mbende 2 1 2 2 95,808 

Mr. S. Khanyile  2  1 54,238 

Board of Directors: Attendance and Remuneration for the period 1 January 2019 to 30 June 2019 

Director Board  Ad Hoc 
Committee 

Social and 
Ethics 
Committee  

Audit and Risk 
Committee  

Finance 
Committee  

Directors 
Fees Paid 

R 
(2 meetings) 
(2 special) 

(3 meetings) (2 meetings) (2 meetings) 
(3 Special) 

(2 meetings)  

Mr N Mbende (Chairman) 4 3    70 139 

Mr M July (Deputy 
Chairman) 

4 3  2 2 82,508 

Mr. AT Qunta 4  2   34,500 

Mr TW Nkwentsha 4  3   52,250 

Ms. T Buswana 3 3   3 74,625 

Mrs F Mushohwe 3   2 3 97,125 

Ms M Mosehana 3  1   34,017 
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Appendix B 

Board Committees 

Audit and Risk Committee 

The committee is made up of three (3) independent members and 1 non-executive director 

that advises both the ASPIRE Board and the ADM Council.  It meets at least four times in a 

year.  

As provided for in the Municipal Finance Management Act, this committee is responsible for 

overseeing effectiveness of internal controls, financial reporting, risk management and 

performance of internal auditors. The committee is scheduled to meet four (4) times in a 

year. 

Social and Ethics Committee 

The committee is made up of three (3) non- executive directors and its main function is to 

assist the Board of Directors in fulfilling its obligation and oversight responsibility for social 

and ethical business operations and human resource strategies and policies.  

The committee is scheduled to meet four times in a year. 

The Committee monitors and has oversight over the following functional areas:  

• Social and Economic Development 

• Good Corporate Citizenship 

• Environment, Health and Safety 

• Stakeholder Relationships 

• Labour and Employment 

Finance Committee  

There are three (3) non- executive directors in this committee.  The role of the finance 

committee is to assist the Board in fulfilling its oversight responsibilities.  The focus of the 

committee is on matters relating to, or having a bearing on the overall financial 

management and performance of ASPIRE. Responsibility for policies and strategies relating 

to Treasury activities, supply chain management, optimum debtors management, optimal 

management of capital spending and budgeting also rests with this committee. The 

committee will also be responsible to ensure that the Supply Chain Management Policy is 

correctly implemented on receipt of the Quarterly reports from Management.  
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Appendix C 

DISCLOSURES OF FINANCIAL INTEREST 

Period 1 July 2018 to 30 June 2019 (Current Year) 

Position Name Description of Financial 

Interest 

CEO N Klaas Nil 

Chief Financial Officer – 

Resigned October 2018 

L Fokazi Nil 

Company Secretary T Sagela Nil 

Executive Manager:  

Corporate Services 

S Weppelman Nil 
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Amathole Economic Development Agency SOC Limited
(Registration number 2005/030812/30)
Trading as ASPIRE
Annual Financial Statements for the year ended 30 June 2019

Board of Director's Responsibilities and Approval

The Municipal Finance Management Act requires the Board of Directors to ensure that The Amathole Economic Development
Agency SOC Limited (Hereafter the Agency) keeps full and proper records of its financial affairs. The annual financial
statements should fairly present the state of affairs of The Amathole Economic Development Agency SOC Limited and the
results of its operations and cash flows for the period then ended in terms of the Statements of Generally Recognised
Accounting Practices (GRAP).

The annual financial statements are the responsibility of the Board of Directors. The external auditors are responsible for
independently auditing and reporting on the financial statements.

The annual financial statements have been prepared in accordance with Generally Recognised Accounting Practice and the
Companies Act. These annual financial statements are based on appropriate accounting policies, supported by reasonable and
prudent judgments and estimates. The Board of Directors has reviewed the company’s budgets and cash flow forecasts for the
year ended 30 June 2019 and believes that the entity is a going concern.

On the basis of this review, and in the light of the current financial position and existing borrowing facilities, the Board of
Directors has every reason to believe, that the company will be a going concern in the year ahead and consequently have
continued to adopt the going concern basis in preparing the financial statements.

To enable the Board of Directors to meet the above responsibilities, the Board of Directors sets standards and implements
systems of internal control and risk management that are designed to provide reasonable, but not absolute assurance against
material misstatements and losses.

The Agency maintains internal financial controls to provide assurance regarding:
The safeguarding of assets against unauthorised use or disposition, and the maintenance of proper accounting records and the
reliability of financial information used within the business 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 control, therefore, aims to provide reasonable
assurance with respect to the reliability of financial information and, in particular, financial statement presentation. Further,
because of changes in conditions, the effectiveness of internal financial controls may vary over time. The Board of Directors is
of the opinion that the entity’s systems of internal control and risk management did function as intended in the year under
review.

In the opinion of the Board of Directors, based on the information available to date, the annual financial statements fairly
present the financial position of The Amathole Economic Development Agency SOC Limited at 30 June 2019 and the results of
its operations and cash flow information for the year and the Code of Corporate Practices and Conduct has been adhered to.

The annual financial statements set out on pages  4 to  53, which have been prepared on the going concern basis, 
were approved by the Board of Directors on 29 August 2019 and were signed on its behalf by:

Prof. C.M.  Adendorff
Board Chairperson
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(Registration number 2005/030812/30)
Trading as ASPIRE
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Board of Director's Report

The Board of Directors submit their report for the year ended 30 June 2019.

1. Constitution

The Amathole Economic Development Agency SOC Limited is a municipal entity constituted by the Amathole District
Municipality and became operational with effect from 1 September 2005.

2. Review of activities

Main business and operations

The main objectives of the agency are to stimulate economic growth in the Amathole District through promotion of
entrepreneurial activity, leveraging of business development support and facilitation of investment into strategic economic
sectors and spatial nodes.

The operating results and state of affairs of the agency are fully set out in the attached Annual Financial Statements.

3. Going concern

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

We draw attention to the fact that at 30 June 2019, the agency had accumulated surplus  of R6 244 034 (2018: R2 694 930)
and that the agency's total assets exceed its liabilities by R6 245 034 (2018:  R2 695 930).  The Board of Directors is of the
view that based on the above review, the agency will continue to operate for the foreseeable future.

4. Subsequent events

There are no events identified after the reporting date.

5. Accounting policies

The annual financial statements were prepared in accordance with the Generally Recognised Accounting Practices (GRAP)
issued by the Accounting Standards Board as the prescribed framework by National Treasury, including any interpretations of
such statements issued by the Accounting Practices Board.

6. Share capital / contributed capital

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

7. Insurance

The Agency protects itself against catastrophic financial and fraudulent losses by means of a normal external insurance policy
through Indwe Insurance Brokers. 

8. Board of Directors

The Board of Directors of the agency during the year and to the date of this report are as follows:

Name Changes
Prof. C.M.  Adendorff Appointed Tuesday, 01 January 2019
Dr. M. A. Williams Appointed Tuesday, 01 January 2019
Ms. M. Mosehana Re-Appointed Tuesday, 01 January 2019
Mr. S. Khanyile Appointed Tuesday, 01 January 2019
Mr. N. Mbende Re-Appointed Tuesday, 01 January 2019
Mr. M.M. July Expired Monday, 31 December 2018
Ms. T. Buswana Expired  Monday, 31 December 2018
Ms. F. Mushohwe Expired  Monday, 31 December 2018
Mr. T.W. Nkwentsha Expired  Monday, 31 December 2018
Mr. A.T. Qunta Expired  Monday, 31 December 2018

4
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(Registration number 2005/030812/30)
Trading as ASPIRE
Annual Financial Statements for the year ended 30 June 2019

Board of Director's Report

The Board of Directors held 7 meetings (4 ordinary and 3 special) during the year.  There were also 13 board committee
meetings during the year.

9. Corporate governance

General

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

The agency confirms and acknowledges its responsibility to total compliance with the Code of Corporate Practices and
Conduct ("the Code") laid out in the King IV Report on Corporate Governance for South Africa 2016. The board discusses  the
responsibilities of management in this respect, at Board meetings and monitors the agency's compliance with the code on a
three monthly basis.

The salient features of the agency's adoption of the Code is outlined below:

Board of directors

The Board:
 retains full control over the agency, its plans and strategy;
 acknowledges its responsibilities as to strategy, compliance with internal policies, external laws and regulations,

effective risk management and performance measurement, transparency and effective communication both
internally and externally by the agency;

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

Chairperson and chief executive

The Chairperson is a non-executive and independent director (as defined by the Code).

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

Audit and risk committee

The audit and risk committe is on a shared services arrangement with the Amathole District Municipality.

Internal audit

The internal audit unit is on a shared services arrangement with the Amathole District Municipality and was effective for the
entire financial year.

10. Compliance with MFMA

The Accounting Authority is of the opinion that the Agency complies in all material respects with the MFMA

11. Controlling entity

The Amathole Economic Development Agency SOC Limited has no subsidiaries or associated companies.

The annual financial statements set out below, which have been prepared on the going concern basis, were approved 
by the Board of Directors on 29 August 2019 and were signed on its behalf by:

Prof. C.M.  Adendorff
Board Chairperson
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Amathole Economic Development Agency SOC Limited
(Registration number 2005/030812/30)
Trading as ASPIRE
Annual Financial Statements for the year ended 30 June 2019

Company Secretary’s Certification 

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

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

I hereby confirm, in my capacity as Company Secretary of the Amathole Economic Development Agency SOC Limited for the
financial year ended 30 June 2019, the company has filed all the required returns and notices in terms of the  in terms of the
Companies Act 71 of 2008, and that all such returns and notices are true, correct and up to date.

Adv. T. Sagela
Company Secretary
Place of Signature
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Amathole Economic Development Agency SOC Limited
(Registration number 2005/030812/30)
Trading as ASPIRE
Annual Financial Statements for the year ended 30 June 2019

Statement of Financial Position as at 30 June 2019
Figures in Rand Note(s) 2019 2018

Restated*

Assets

Current Assets

Receivables from exchange transactions 3 162,742 394,768

VAT receivable 4 120,328 656,460

Cash and cash equivalents 7 10,145,873 9,715,670

10,428,943 10,766,898

Non-Current Assets

Property, plant and equipment 8 138,012 55,045

Intangible assets 9 28,497 -

166,509 55,045

Total Assets 10,595,452 10,821,943

Liabilities

Current Liabilities

Current tax payable 5 31,985 486,927

Operating lease liability 12 12,191 8,708

Payables from exchange transactions 11 1,280,612 3,627,287

Unspent conditional grants and receipts 13 3,025,630 4,003,091

4,350,418 8,126,013

Total Liabilities 4,350,418 8,126,013

Net Assets 6,245,034 2,695,930

Share capital / contributed capital 14 1,000 1,000

Accumulated surplus 6,244,034 2,694,930

Total Net Assets 6,245,034 2,695,930

* See Note 33
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Amathole Economic Development Agency SOC Limited
(Registration number 2005/030812/30)
Trading as ASPIRE
Annual Financial Statements for the year ended 30 June 2019

Statement of Financial Performance
Figures in Rand Note(s) 2019 2018

Restated*

Revenue

Revenue from exchange transactions

Other income 15 11,844 274,800

Interest received - investment 16 336,828 181,248

Gain on disposal of assets 20,137 -

Total revenue from exchange transactions 368,809 456,048

Revenue from non-exchange transactions

Transfer revenue

Government grants & subsidies 17 15,681,396 13,500,000

Services in kind 18 1,228,358 531,729

Other Grant Income 17 1,030 1,486,873

NDPG Capital Grant 17 6,490,555 8,083,001

Total revenue from non-exchange transactions 23,401,339 23,601,603

Total revenue 19 23,770,148 24,057,651

Expenditure

Employee related costs 20 (8,271,832) (9,623,061)

Board and sub-committee expenditure 21 (1,254,374) (966,812)

Depreciation and amortisation 22 (70,210) (87,389)

Finance costs 23 - (71,159)

Lease rentals 24 (658,653) (577,943)

Contracted services 25 (6,006,913) (7,003,217)

Project expenditure 26 (1,301) (1,479,441)

Loss on disposal of assets and liabilities - (60,573)

General Expenses 27 (2,521,136) (2,057,866)

Total expenditure (18,784,419) (21,927,461)

Surplus before taxation 4,985,729 2,130,190

Taxation 6 1,436,626 486,927

Surplus for the year 3,549,103 1,643,263

* See Note 33
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Amathole Economic Development Agency SOC Limited
(Registration number 2005/030812/30)
Trading as ASPIRE
Annual Financial Statements for the year ended 30 June 2019

Statement of Changes in Net Assets

Figures in Rand

Share capital /
contributed

capital

Accumulated
surplus

Total net
assets

Opening balance as previously reported 1,000 1,021,327 1,022,327
Adjustments
Correction of errors - 30,340 30,340

Balance at 01 July 2017 as restated* 1,000 1,051,667 1,052,667
Changes in net assets
Surplus for the year - 1,643,263 1,643,263

Total changes - 1,643,263 1,643,263

Restated* Balance at 01 July 2018 1,000 2,694,931 2,695,931
Changes in net assets
Surplus for the year - 3,549,103 3,549,103

Total changes - 3,549,103 3,549,103

Balance at 30 June 2019 1,000 6,244,034 6,245,034

Note(s) 14

* See Note 33
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Amathole Economic Development Agency SOC Limited
(Registration number 2005/030812/30)
Trading as ASPIRE
Annual Financial Statements for the year ended 30 June 2019

Cash Flow Statement
Figures in Rand Note(s) 2019 2018

Restated*

Cash flows from operating activities

Receipts

Grants 22,172,981 21,787,111

Interest income 336,828 181,248

Other receipts 11,844 102

Other cash item 232,030 -

22,753,683 21,968,461

Payments

Employee costs (7,941,375) (9,621,084)

Suppliers (8,610,213) (9,169,428)

Finance costs - (71,159)

Board and sub-committee expenditure (937,375) (730,562)

Taxes on surpluses 10 (1,891,568) -

Grant returns 17 (2,781,412) (1,902,381)

(22,161,943) (21,494,614)

Net cash flows from operating activities 28 591,740 473,847

Cash flows from investing activities

Purchase of property, plant and equipment 8 (145,271) -

Proceeds from sale of property, plant and equipment 8 21,002 13,212

Purchase of other intangible assets 9 (37,267) -

Net cash flows from investing activities (161,536) 13,212

Net increase/(decrease) in cash and cash equivalents 430,204 487,059

Cash and cash equivalents at the beginning of the year 9,715,670 9,228,611

Cash and cash equivalents at the end of the year 7 10,145,874 9,715,670

* See Note 33
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Amathole Economic Development Agency SOC Limited
(Registration number 2005/030812/30)
Trading as ASPIRE
Annual Financial Statements for the year ended 30 June 2019

Budget on Accrual Basis

Figures in Rand

Approved
budget

Adjustments Final Budget Actual amounts
on comparable

basis

Difference
between final
budget and

actual

Reference

Statement of Financial Performance

Revenue

Revenue from exchange
transactions

Other income - (rollup) 392,285 - 392,285 11,844 (380,441)

Other income 20,000 (20,000) - - -

Interest received - investment 160,000 - 160,000 336,828 176,828 42.1

Total revenue from exchange
transactions

572,285 (20,000) 552,285 348,672 (203,613)

Revenue from non-exchange
transactions

Transfer revenue

ADM grant 15,525,799 - 15,525,799 15,525,799 -

Services in kind - - - 1,228,358 1,228,358 42.3

ADM (mSCOA) 6,000,000 - 6,000,000 155,597 (5,844,403) 42.2

Third Party Grant 10,000,000 (10,000,000) - - -

Other Income - - - 1,030 1,030

NDPG Capital Grant 7,080,000 920,000 8,000,000 6,490,555 (1,509,445) 42.4

Total revenue from non-
exchange transactions

38,605,799 (9,080,000) 29,525,799 23,401,339 (6,124,460)

Total revenue 39,178,084 (9,100,000) 30,078,084 23,750,011 (6,328,073)

Expenditure

Personnel (11,050,000) 2,100,000 (8,950,000) (8,271,832) 678,168 42.5

Board and sub-committee
expenditure

(900,000) - (900,000) (1,254,374) (354,374) 42.6

Depreciation and amortisation (150,000) 50,000 (100,000) (70,210) 29,790 42.7

Lease rentals (400,285) (351,715) (752,000) (658,653) 93,347

Contracted Services (17,080,000) 8,000,000 (9,080,000) (6,006,913) 3,073,087 42.8

Transfers and Subsidies - - - (1,301) (1,301)

General Expenses (3,914,799) 1,264,299 (2,650,500) (1,910,446) 740,054 42.9

Repairs and maintenance (15,000) (85,000) (100,000) (7,721) 92,279

Audit Fees (715,000) (77,584) (792,584) (599,203) 193,381 42.10

Other operating poject - (900,000) (900,000) (3,766) 896,234 42.11

Total expenditure (34,225,084) 10,000,000 (24,225,084) (18,784,419) 5,440,665

Operating surplus 4,953,000 900,000 5,853,000 4,965,592 (887,408)

Gain on disposal of assets and
liabilities

- - - 20,137 20,137

Surplus before taxation 4,953,000 900,000 5,853,000 4,985,729 (867,271)

Taxation - - - 1,436,626 1,436,626

Actual Amount on Comparable
Basis as Presented in the
Budget and Actual
Comparative Statement

4,953,000 900,000 5,853,000 3,549,103 (2,303,897)
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Amathole Economic Development Agency SOC Limited
(Registration number 2005/030812/30)
Trading as ASPIRE
Annual Financial Statements for the year ended 30 June 2019

Accounting Policies

1. Presentation of Annual Financial Statements

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised
Accounting Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal
Finance Management Act (Act 56 of 2003).

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

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

1.1 Presentation currency

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

All figures are rounded off to the nearest Rand.

1.2 Going concern assumption

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

1.3 Significant judgements and sources of estimation uncertainty

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the
amounts represented in the annual financial statements and related disclosures. Use of available information and the
application of judgement is inherent in the formation of estimates. Actual results in the future could differ from these
estimates which may be material to the annual financial statements.

Receivables

The agency assesses its receivables for impairment at the end of each reporting period. In determining whether an
impairment loss should be recorded in surplus or deficit, the agency makes judgements 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. For amounts due to the agency, significant financial
difficulties of the receivable as well as the probability that the receivable will enter bankruptcy and default payments are all
considered indicators of impairment.

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 less costs to sell. These calculations require the use of estimates and
assumptions. It is reasonably possible that the assumption may change which may then impact our estimations and may
then require a material adjustment to the carrying value of goodwill and tangible assets.

Value in use of cash generating assets

The agency reviews and tests the carrying value of assets when events or changes in circumstances suggest that the
carrying amount may not be recoverable. Assets are grouped at the lowest level for which identifiable cash flows are largely
independent of cash flows of other assets and liabilities. If there are indications that impairment may have occurred,
estimates are prepared of expected future cash flows for each group of assets. Expected future cash flows used to
determine the value in use of goodwill and tangible assets are inherently uncertain and could materially change over time.
They are significantly affected by a number of factors including economic factors such as inflation and interest.
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Amathole Economic Development Agency SOC Limited
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Trading as ASPIRE
Annual Financial Statements for the year ended 30 June 2019

Accounting Policies

1.3 Significant judgements and sources of estimation uncertainty (continued)

Value in use of non-cash generating assets

The agency 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 occured, the remaining service
potential of the asset is determined.  The most appropriate approach selected to determine the remaining service potential
is dependant on the availability of data and the nature of the impairment.

Provisions

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

Useful lives of assets

The agency's management determines the estimated useful lives and related depreciation charges for property, plant and
equipment and other assets. This estimate is based on industry norms and on the pattern in which an asset's future
economic benefits or service potential is expected to be consumed by the agency.

Effective interest rate

The agency used the incremental borrowing rate to discount future cash flows.

Taxation

Judgement is required in determining the provision for income taxes due to the complexity of legislation. There are many
transactions and calculations for which the ultimate tax determination is uncertain during the ordinary course of business.
The agency recognises liabilities for anticipated tax audit issues based on estimates of whether additional taxes will be due.
Where the final tax outcome of these matters is different from the amounts that were initially recorded, such differences will
impact the income tax and deferred tax provisions in the period in which such determination is made.

The agency recognises the net future tax benefit related to deferred income tax assets to the extent that it is probable that
the deductible temporary differences will reverse in the foreseeable future. Assessing the recoverability of deferred income
tax assets requires the agency to make significant estimates related to expectations of future taxable income. Estimates of
future taxable income are based on forecast cash flows from operations and the application of existing tax laws in each
jurisdiction. To the extent that future cash flows and taxable income differ significantly from estimates, the ability of the
agency to realise the net deferred tax assets recorded at the end of the reporting period could be impacted.

1.4 Property, plant and equipment

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

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

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

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

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

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

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

1.4 Property, plant and equipment (continued)

Item Depreciation method Average useful life

Furniture and fixtures Straight line 7
Office equipment Straight line 5
Computer equipment Straight line 3

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

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

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

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

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

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

The agency separately discloses expenditure to repair and maintain property, plant and equipment in the notes to the
financial statements (see note 8).

1.5 Intangible assets

An asset is identifiable if it either:
 is separable, i.e. is capable of being separated or divided from an entity and sold, transferred, licensed, rented or

exchanged, either individually or together with a related contract, identifiable assets or liability, regardless of
whether the entity intends to do so; or

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

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

An intangible asset is recognised when:
 it is probable that the expected future economic benefits or service potential that are attributable to the asset will

flow to the agency; and
 the cost or fair value of the asset can be measured reliably.

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

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

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

1.5 Intangible assets (continued)

An intangible asset arising from development (or from the development phase of an internal project) is recognised when:
 it is technically feasible to complete the asset so that it will be available for use or sale.
 there is an intention to complete and use or sell it.
 there is an ability to use or sell it.
 it will generate probable future economic benefits or service potential.
 there are available technical, financial and other resources to complete the development and to use or sell the

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

Subsequent to initial measurement Intangible assets are carried at cost less any accumulated amortisation and any
impairment losses.

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

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

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

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

Internally generated goodwill is not recognised as an intangible asset.

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

Item Depreciation method Average useful life

Computer software Straight line 3

Intangible assets are derecognised:
 on disposal; or
 when no future economic benefits or service potential are expected from its use or disposal.

1.6 Financial instruments

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

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

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

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

1.6 Financial instruments (continued)

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

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

A financial asset is:
 cash;
 a residual interest of another entity; or
 a contractual right to:

- receive cash or another financial asset from another entity; or
- exchange financial assets or financial liabilities with another entity under conditions that are potentially
favourable to the entity.

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

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

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

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

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

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

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

A residual interest is any contract that manifests an interest in the assets of an entity after deducting all of its liabilities. A
residual interest includes contributions from owners, which may be shown as:

 equity instruments or similar forms of unitised capital;
 a formal designation of a transfer of resources (or a class of such transfers) by the parties to the transaction as

forming part of an entity’s net assets, either before the contribution occurs or at the time of the contribution; or
 a formal agreement, in relation to the contribution, establishing or increasing an existing financial interest in the

net assets of an entity.

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

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

 the entity designates at fair value at initial recognition; or
 are held for trading.

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

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

- it is acquired or incurred principally for the purpose of selling or repurchasing it in the near-term; or
- on initial recognition it is part of a portfolio of identified financial instruments that are managed together and
for which there is evidence of a recent actual pattern of short term profit-taking;
- non-derivative financial assets or financial liabilities with fixed or determinable payments that are
designated at fair value at initial recognition; and
- financial instruments that do not meet the definition of financial instruments at amortised cost or financial
instruments at cost.

Classification

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

`

Class Category
Receivables from exchange transactions Financial asset measured at fair value
Cash and cash equivalents Financial asset measured at fair value

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

`

Class Category
Payables from exchange transactions Financial liability measured at amortised cost
Operating lease liability Financial liability measured at fair value

Initial recognition

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

The agency recognises financial assets using trade date accounting.

Initial measurement of financial assets and financial liabilities

The Agency measures a financial asset and financial liability initially at amortised cost.

The agency first assesses whether the substance of a concessionary loan is in fact a loan. On initial recognition, the agency
analyses a concessionary loan into its component parts and accounts for each component separately. The agency
accounts for that part of a concessionary loan that is:

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

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

Subsequent measurement of financial assets and financial liabilities

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

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

Fair value measurement considerations

The best evidence of fair value is quoted prices in an active market. If the market for a financial instrument is not active, the
agency establishes fair value by using a valuation technique. The objective of using a valuation technique is to establish
what the transaction price would have been on the measurement date in an arm’s length exchange motivated by normal
operating considerations. Valuation techniques include using recent arm’s length market transactions between
knowledgeable, willing parties, if available, reference to the current fair value of another instrument that is substantially the
same, discounted cash flow analysis and option pricing models. If there is a valuation technique commonly used by market
participants to price the instrument and that technique has been demonstrated to provide reliable estimates of prices
obtained in actual market transactions, the entity uses that technique. 

The chosen valuation technique makes maximum use of market inputs and relies as little as possible on entity-specific
inputs. It incorporates all factors that market participants would consider in setting a price and is consistent with accepted
economic methodologies for pricing financial instruments. Periodically, an agency calibrates the valuation technique and
tests it for validity using prices from any observable current market transactions in the same instrument (i.e. without
modification or repackaging) or based on any available observable market data.

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

Gains and losses

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

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

Impairment and uncollectibility of financial assets

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

Financial assets measured at amortised cost:

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

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

Financial assets measured at cost:
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1.6 Financial instruments (continued)

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

Derecognition

Financial assets

The agency derecognises financial assets using trade date accounting.  The agency derecognises a financial asset only
when:

 the contractual rights to the cash flows from the financial asset expire, are settled or waived;
 the agency transfers to another party substantially all of the risks and rewards of ownership of the financial asset;

or
 the agency, despite having retained some significant risks and rewards of ownership of the financial asset, has

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

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

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

Financial liabilities

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

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

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

1.7 Tax

Current tax assets and liabilities

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the amount already paid in
respect of current and prior periods exceeds the amount due for those periods, the excess is recognised as an asset.

Current tax liabilities (assets) for the current and prior periods are measured at the amount expected to be paid to
(recovered from) the tax authorities, using the tax rates (and tax laws) that have been enacted or substantively enacted by
the end of the reporting period.
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1.7 Tax (continued)

Tax expenses

Current and deferred taxes are recognised as income or an expense and included in surplus or deficit for the period, except
to the extent that the tax arises from:

 a transaction or event which is recognised, in the same or a different period, to net assets; or
 a business combination.

Current tax and deferred taxes are charged or credited to net assets if the tax relates to items that are credited or charged,
in the same or a different period, to net assets.

1.8 Leases

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

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

Operating leases - lessee

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

1.9 Impairment of cash-generating assets

Cash-generating assets are assets used with the objective of generating a commercial return. An asset generates a
commercial return when it is deployed in a manner consistent with that adopted by a profit-oriented entity.

Identification

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

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

Irrespective of whether there is any indication of impairment, the agency also tests a cash-generating intangible asset with
an indefinite useful life or a cash-generating intangible asset not yet available for use for impairment annually by comparing
its carrying amount with its recoverable amount. This impairment test is performed at the same time every year. If an
intangible asset was initially recognised during the current reporting period, that intangible asset was tested for impairment
before the end of the current reporting period.

Value in use

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

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

Discount rate

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money, represented by the
current risk-free rate of interest and the risks specific to the asset for which the future cash flow estimates have not been
adjusted.
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1.9 Impairment of cash-generating assets (continued)

Recognition and measurement (individual asset)

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is
reduced to its recoverable amount. This reduction is an impairment loss.

An impairment loss is recognised immediately in surplus or deficit.

After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-generating asset is adjusted
in future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on a
systematic basis over its remaining useful life.

Cash-generating units

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is
not possible to estimate the recoverable amount of the individual asset, the agency determines the recoverable amount of
the cash-generating unit to which the asset belongs (the asset's cash-generating unit).

If an active market exists for the output produced by an asset or group of assets, that asset or group of assets is identified
as a cash-generating unit, even if some or all of the output is used internally. If the cash inflows generated by any asset or
cash-generating unit are affected by internal transfer pricing, the agency use management's best estimate of future price(s)
that could be achieved in arm's length transactions in estimating:

 the future cash inflows used to determine the asset's or cash-generating unit's value in use; and
 the future cash outflows used to determine the value in use of any other assets or cash-generating units that are

affected by the internal transfer pricing.

Cash-generating units are identified consistently from period to period for the same asset or types of assets, unless a
change is justified.

The carrying amount of a cash-generating unit is determined on a basis consistent with the way the recoverable amount of
the cash-generating unit is determined.

An impairment loss is recognised for a cash-generating unit if the recoverable amount of the unit is less than the carrying
amount of the unit. The impairment is allocated to reduce the carrying amount of the cash-generating assets of the unit on a
pro rata basis, based on the carrying amount of each asset in the unit. These reductions in carrying amounts are treated as
impairment losses on individual assets.

In allocating an impairment loss, the entity does not reduce the carrying amount of an asset below the highest of:
 its fair value less costs to sell (if determinable);
 its value in use (if determinable); and
 zero.

The amount of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to the other
cash-generating assets of the unit.

Where a non-cash-generating asset contributes to a cash-generating unit, a proportion of the carrying amount of that non-
cash-generating asset is allocated to the carrying amount of the cash-generating unit prior to estimation of the recoverable
amount of the cash-generating unit.
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1.9 Impairment of cash-generating assets (continued)

Reversal of impairment loss

The agency assesses at each reporting date whether there is any indication that an impairment loss recognised in prior
periods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the entity
estimates the recoverable amount of that asset.

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the
estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised. The carrying
amount of the asset is increased to its recoverable amount. The increase is a reversal of an impairment loss. The increased
carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would
have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the asset in prior
periods.

A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit.

Any reversal of an impairment loss of a revalued cash-generating asset is treated as a revaluation increase.

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash-generating asset is
adjusted in future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on
a systematic basis over its remaining useful life.

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata
with the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment
losses for individual assets. No part of the amount of such a reversal is allocated to a non-cash-generating asset
contributing service potential to a cash-generating unit.

In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased
above the lower of:

 its recoverable amount (if determinable); and
 the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment

loss been recognised for the asset in prior periods.

The amount of the reversal of the impairment loss that would otherwise have been allocated to the asset is allocated pro
rata to the other assets of the unit.

1.10 Impairment of non-cash-generating assets

Non-cash-generating assets are assets other than cash-generating assets.

Identification

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

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

Irrespective of whether there is any indication of impairment, the entity also tests a non-cash-generating intangible asset
with an indefinite useful life or a non-cash-generating intangible asset not yet available for use for impairment annually by
comparing its carrying amount with its recoverable service amount. This impairment test is performed at the same time
every year. If an intangible asset was initially recognised during the current reporting period, that intangible asset was
tested for impairment before the end of the current reporting period.

Value in use

Value in use of non-cash-generating assets is the present value of the non-cash-generating assets remaining service
potential.  The present value of the remaining service potential of a non-cash-generating assets is determined using the
following approach:
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1.10 Impairment of non-cash-generating assets (continued)

Recognition and measurement

If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the carrying amount of
the asset is reduced to its recoverable service amount. This reduction is an impairment loss.

An impairment loss is recognised immediately in surplus or deficit.

After the recognition of an impairment loss, the depreciation (amortisation) charge for the non-cash-generating asset is
adjusted in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (if
any), on a systematic basis over its remaining useful life.

Reversal of an impairment loss

The agency assesses at each reporting date whether there is any indication that an impairment loss recognised in prior
periods for a non-cash-generating asset may no longer exist or may have decreased. If any such indication exists, the
agency estimates the recoverable service amount of that asset.

An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there has been a change in
the estimates used to determine the asset’s recoverable service amount since the last impairment loss was recognised.
The carrying amount of the asset is increased to its recoverable service amount. The increase is a reversal of an
impairment loss. The increased carrying amount of an asset attributable to a reversal of an impairment loss does not
exceed the carrying amount that would have been determined (net of depreciation or amortisation) had no impairment loss
been recognised for the asset in prior periods.

A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus or deficit.

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the non-cash-generating
asset is adjusted in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual
value (if any), on a systematic basis over its remaining useful life.

1.11 Share capital / contributed capital

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

1.12 Provisions and contingencies

Provisions are recognised when:
 the agency has a present obligation as a result of a past event;
 it is probable that an outflow of resources embodying economic benefits or service potential will be required to

settle the obligation; and
 a reliable estimate can be made of the obligation.

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at
the reporting date.

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures
expected to be required to settle the obligation.

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks
specific to the liability.

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

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it
is no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to
settle the obligation.

Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of time. This
increase is recognised as an interest expense.

Provisions are not recognised for future operating surplus .

If an entity has a contract that is onerous, the present obligation (net of recoveries) under the contract is 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:

- the activity/operating unit or part of an activity/operating unit concerned;
- the principal locations affected;
- the location, function, and approximate number of employees who will be compensated for services being
terminated;
- the expenditures that will be undertaken; and
- when the plan will be implemented; and

 has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that
plan or announcing its main features to those affected by it.

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are both: 
 necessarily entailed by the restructuring; and
 not associated with the ongoing activities of the agency

No obligation arises as a consequence of the sale or transfer of an operation until the agency is committed to the sale or
transfer, that is, there is a binding arrangement.

After their initial recognition contingent liabilities recognised in entity combinations that are recognised separately are
subsequently measured at the higher of:

 the amount that would be recognised as a provision; and
 the amount initially recognised less cumulative amortisation.

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 32 .

1.13 Commitments

Items are classified as commitments when an entity has committed itself to future transactions that will normally result in the
outflow of cash.

Disclosures are required in respect of unrecognised contractual commitments.

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

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

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

1.14 Revenue from exchange transactions

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

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

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

Measurement

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

Interest, royalties and dividends

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

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

 The amount of the revenue can be measured reliably.

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

Service fees included in the price of the product are recognised as revenue over the period during which the service is
performed.

1.15 Revenue from non-exchange transactions

Exchange transactions are transactions in which one entity receives assets or services, or has liabilities extinguished, and
directly gives approximately equal value (primarily in the form of cash, goods, services, or use of assets) to another entity in
exchange.

Recognition

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

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

Measurement

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

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

Taxes

The agency recognises an asset in respect of taxes when the taxable event occurs and the asset recognition criteria are
met.

Resources arising from taxes satisfy the definition of an asset when the agency controls the resources as a result of a past
event (the taxable event) and expects to receive future economic benefits or service potential from those resources.
Resources arising from taxes satisfy the criteria for recognition as an asset when it is probable that the inflow of resources
will occur and their fair value can be reliably measured. The degree of probability attached to the inflow of resources is
determined on the basis of evidence available at the time of initial recognition, which includes, but is not limited to,
disclosure of the taxable event by the taxpayer.

The agency analyses the taxation laws to determine what the taxable events are for the various taxes levied. 

The taxable event for income tax is the earning of assessable income during the taxation period by the taxpayer.

The taxable event for value added tax is the undertaking of taxable activity during the taxation period by the taxpayer.

The taxable event for customs duty is the movement of dutiable goods or services across the customs boundary.

The taxable event for estate duty is the death of a person owning taxable property.

The taxable event for property tax is the passing of the date on which the tax is levied, or the period for which the tax is
levied, if the tax is levied on a periodic basis.

Taxation revenue is determined at a gross amount. It is not reduced for expenses paid through the tax system.

Transfers

Apart from Services in kind, which are not recognised, the agency recognises an asset in respect of transfers when the
transferred resources meet the definition of an asset and satisfy the criteria for recognition as an asset.

The agency recognises an asset in respect of transfers when the transferred resources meet the definition of an asset and
satisfy the criteria for recognition as an asset.

Transferred assets are measured at their fair value as at the date of acquisition.

Services in-kind

Except for financial guarantee contracts, the agency recognise services in-kind that are significant to its operations and/or
service delivery objectives as assets and recognise the related revenue when it is probable that the future economic
benefits or service potential will flow to the agency and the fair value of the assets can be measured reliably.

Where services in-kind are not significant to the agency’s operations and/or service delivery objectives and/or do not satisfy
the criteria for recognition, the agency disclose the nature and type of services in-kind received during the reporting period.

1.16 Comparative figures

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year.

1.17 Fruitless and wasteful expenditure

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been
exercised.

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

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

(a) this Act; or
(b)         the State Tender Board Act, 1968 (Act No. 86 of 1968), or any regulations made in terms of the Act; or
(c) any provincial legislation providing for procurement procedures in that provincial government.

Irregular exenditure is recorded in the notes to the financial statements when confirmed.  The amount recorded is equal to
the value of the value of the irregular expenditure incurred unless it is impracticable to determine, in which case reasons
therefor are provided in the notes.

Irregular exenditure is removed from the note when it is either condoned by the relevant authority, transfered to receivables
for recovery or not condoned and is not recoverable.

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

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

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

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

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003), the
Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of
the economic entity’s supply chain management policy. Irregular expenditure excludes unauthorised expenditure.

1.19 Budget information

Agencies are typically subject to budgetary limits in the form of appropriations or budget authorisations (or equivalent),
which is given effect through authorising legislation, appropriation or similar.

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

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

The approved budget covers the fiscal period from 2018/07/01 to 2019/06/30.

The budget for the economic entity includes all the entities approved budgets under its control.

The annual financial statements and the budget are on the same basis of accounting therefore a comparison with the
budgeted amounts for the reporting period have been included in the Statement of comparison of budget and actual
amounts.
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1.19 Budget information (continued)

The Statement of comparative and actual information has been included in the annual financial statements as the
recommended disclosure when the annual financial statements and the budget are on the same basis of accounting as
determined by National Treasury.

Comparative information is not required.

1.20 Related parties

A related party is a person or an entity with the ability to control or jointly control the other party, or exercise significant
influence over the other party, or vice versa, or an entity that is subject to common control, or joint control.

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

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

The agency is exempt from disclosure requirements in relation to related party transactions if that transaction occurs within
normal supplier and/or client/recipient relationships on terms and conditions no more or less favourable than those which it
is reasonable to expect the agency to have adopted if dealing with that individual entity or person in the same
circumstances and terms and conditions are within the normal operating parameters established by that reporting entity's
legal mandate.

Where the agency is exempt from the disclosures in accordance with the above, the agency discloses narrative information
about the nature of the transactions and the related outstanding balances, to enable users of the entity’s financial
statements to understand the effect of related party transactions on its annual financial statements.

1.21 Events after reporting date

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

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

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

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

The agency will disclose the nature of the event and an estimate of 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.

2. New standards and interpretations

2.1 Standards and interpretations issued, but not yet effective

The agency has not applied the following standards and interpretations, which have been published and are mandatory for
the agency’s accounting periods beginning on or after 01 July 2019 or later periods:

Standard/ Interpretation: Effective date:
Years beginning on or
after

Expected impact:

 GRAP 104 (amended): Financial Instruments 01 April 2099 Unlikely there will be a
material impact

 GRAP 34: Separate Financial Statements 01 April 2020 Unlikely there will be a
material impact
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2. New standards and interpretations (continued)
 GRAP 35: Consolidated Financial Statements 01 April 2020 Unlikely there will be a

material impact
 GRAP 36: Investments in Associates and Joint Ventures 01 April 2020 Unlikely there will be a

material impact
 GRAP 37: Joint Arrangements 01 April 2020 Unlikely there will be a

material impact
 GRAP 38: Disclosure of Interests in Other Entities 01 April 2020 Unlikely there will be a

material impact
 GRAP 110 (as amended 2016): Living and Non-living

Resources
01 April 2020 Unlikely there will be a

material impact
 IGRAP 1 (revised): Applying the Probability Test on Initial

Recognition of Revenue
01 April 2020 Unlikely there will be a

material impact
 GRAP 18 (as amended 2016): Segment Reporting 01 April 2019 Not expected to impact

results but may result in
additional disclosure

 GRAP 20: Related parties 01 April 2019 Not expected to impact
results but may result in
additional disclosure

 GRAP 32: Service Concession Arrangements: Grantor 01 April 2019 Unlikely there will be a
material impact

 GRAP 108: Statutory Receivables 01 April 2019 Unlikely there will be a
material impact

 GRAP 109: Accounting by Principals and Agents 01 April 2019 Unlikely there will be a
material impact

 IGRAP 17: Service Concession Arrangements where a
Grantor Controls a Significant Residual Interest in an Asset

01 April 2019 Unlikely there will be a
material impact

 IGRAP 18: Interpretation of the Standard of GRAP on
Recognition and Derecognition of Land

01 April 2019 Unlikely there will be a
material impact

 IGRAP 19: Liabilities to Pay Levies 01 April 2019 Unlikely there will be a
material impact
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3. Receivables from exchange transactions

Deposits 44,000 44,000
Sundry receivables 118,742 350,768

162,742 394,768

Sundry receivables include an amount of R45 761 being:
-The balance of recoveries, amounting to R9 371, for expenditure incurred on the procurement of a computer which was
lost during the current financial year which was deemed to be fruitless and wasteful after investigation by management, as
well as 
- The balance of recoveries, amounting to R36 390, for expenditure deemed to be fruitless and wasteful after investigation
by the Board relating to the procurement of services from consultants incurred in the prior years.

Credit quality of trade and other receivables

The credit quality of trade and other receivables that are neither past nor due nor impaired can be assessed by reference to
historical information about counterparty default rates:

Trade and other receivables past due but not impaired

No trade and other receivables that were past due but not impaired.

The ageing of amounts  is as follows:

Deposits paid - Ageing +365 days 44,000 44,000
Prepayments - Ageing current (0 - 90 days) - 55,398
Sundry receivables -  Ageing (0 - 90 days) 9,371 275,360
Sundry receivables -  Ageing +365 days 109,370 20,010

4. VAT receivable

VAT 120,328 656,460

The entity is registered for VAT on the invoice basis.

The VAT returns for the 2019 financial year were all submitted on time.

5. Current tax payable

South African normal tax

The income tax rate of 28% for both 2018 and 2019

Taxation asset

Column
heading

Amount paid / payable at beginning of year 486,926 - -
Add: Paid during year (1,891,567) - -
Current Tax 1,436,626 486,926 -

31,985 486,926 -
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6. Taxation

Major components of the tax expense

Current
Local income tax - current period 1,436,626 486,927

Reconciliation of the tax expense

The income tax rate of 28% has been used in both 2018 and 2019.

Applicable tax rate %28.00 %28.00

A provision of R1,436,626 has been made for 2019 tax based on taxable income of R5,130,807 as at 30 June 2019.

7. Cash and cash equivalents

Cash and cash equivalents consist of:

Cash on hand 1,354 186
Bank balances 2,508,946 2,954,801
Short-term deposits 7,635,573 6,760,683

10,145,873 9,715,670

Included in cash and cash equivalents are funds for: - -
Unspent conditional grants 2,194,484 5,708,212
Operations 7,961,180 3,996,785

The unspent conditional grants amounts of R2 194 484 (2018:R5 708 212) is held in respect of conditional grants still to be
implemented in terms of project specifications. 

The cash and cash equivalents amount does not balance to the cashflow resulting from adjusting journals processed
correctly recognising the NDPG Grant revenue exclusive of VAT.  The difference of R1 079 785 relates to the prior VAT
portion incorrectly recognised.

Cash and cash equivalents pledged as collateral

None of the items of cash and cash equivalents were pledged as collateral security
during the year.
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7. Cash and cash equivalents (continued)

The agency had the following bank accounts

`

Account number / description Bank statement balances Cash book balances
30 June 2019 30 June 2018 30 June 2017 30 June 2019 30 June 2018 30 June 2017

AEDA call account : Standard
Bank 

5,441,090 3,837,150 2,627,097 5,441,090 3,837,150 2,627,097

AEDA cheque account :
Standard Bank 

2,508,736 159,449 79,899 2,508,736 159,449 79,899

Aspire - Natural Resources
Management: Standard Bank

210 2,783,066 3,279,576 210 2,783,066 3,279,576

NDPG call account 2,194,483 2,917,307 2,023,577 2,194,484 2,917,307 2,023,577
Black Wattle account - 6,226 6,226 - 6,226 6,226
Cash on hand 1,354 186 1,577 1,354 186 1,577
EA - Dot cheque account:
Standard Bank

- 4,447 6,353 - 4,447 6,353

EC-BCM Waste Management:
Standard Bank

- - 53,191 - - 53,191

HAR Dot cheque account:
Standard Bank

- 7,839 9,745 - 7,839 9,745

DEA - Adopt a spot cheque
account: Standard Bank

- - 1,141,370 - - 1,141,370

Total 10,145,873 9,715,670 9,228,611 10,145,874 9,715,670 9,228,611
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8. Property, plant and equipment

2019 2018

Cost /
Valuation

Accumulated
depreciation

and
accumulated
impairment

Carrying value Cost /
Valuation

Accumulated
depreciation

and
accumulated
impairment

Carrying value

Furniture and fixtures 440,708 (417,721) 22,987 442,595 (399,898) 42,697
Office equipment 80,925 (74,855) 6,070 82,252 (75,162) 7,090
IT equipment 479,658 (370,703) 108,955 368,370 (363,112) 5,258

Total 1,001,291 (863,279) 138,012 893,217 (838,172) 55,045
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8. Property, plant and equipment (continued)

Reconciliation of property, plant and equipment - 2019

Opening
balance

Additions Disposals Depreciation Total

Furniture and fixtures 42,697 - (492) (19,218) 22,987
Office equipment 7,090 5,500 (373) (6,147) 6,070
IT equipment 5,258 139,771 - (36,074) 108,955

55,045 145,271 (865) (61,439) 138,012

34



Notes to the Annual Financial Statements
Figures in Rand 2019 2018

Restated*

8. Property, plant and equipment (continued)

Reconciliation of property, plant and equipment - 2018

Opening
balance

Disposals Depreciation Total

Furniture and fixtures 132,026 (43,245) (46,084) 42,697
Office equipment 47,891 (29,128) (11,673) 7,090
IT equipment 34,181 (1,412) (27,511) 5,258

214,098 (73,785) (85,268) 55,045

Pledged as security

None of the above property, plant and equipment have been pledged as security.

Capitalised expenditure (excluding borrowing costs)

Furniture and fixtures 5,500 -
IT equipment 139,771 -

145,271 -

Other information

The following property, plant and equipment are fully depreciated but are still
used by the entity 
Computer equipment 449,411 338,123
Office Equipment 55,200 47,793
Furniture and fittings 295,831 295,831

800,442 681,747
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8. Property, plant and equipment (continued)

Maintenance of property, plant and equipment

Maintenance of property, plant and equipment by nature and type of expenditure - 2019

Direct Costs
General

expenses
Furniture and fixtures 5,060
Office equipment 1,000
IT equipment 1,661

7,721

Maintenance of property, plant and equipment by nature and type of expenditure - 2018

Direct Costs
General

expenses
Furniture and fixtures 11,090
IT equipment 4,764

15,854

9. Intangible assets

2019 2018

Cost /
Valuation

Accumulated
amortisation

and
accumulated
impairment

Carrying value Cost /
Valuation

Accumulated
amortisation

and
accumulated
impairment

Carrying value

Computer software, other 308,939 (280,442) 28,497 271,672 (271,672) -
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9. Intangible assets (continued)

Reconciliation of intangible assets - 2019

Opening
balance

Additions Amortisation Total

Computer software, other - 37,267 (8,770) 28,497

Reconciliation of intangible assets - 2018

Opening
balance

Amortisation Total

Computer software, other 2,122 (2,122) -

Pledged as security

 None of the above property, plant and equipment has been pledged as security.

Other information

Fully amortised intangible assets still in use 271,672 271,672

The amortisation expense has been included in the line item 'depreciation and amortisation' on the Statement of Financial
Performance. A useful life of 3 years has been used in the calculation of amortisation. 
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10. Tax paid

Balance at beginning of the year (486,927) -
Current tax for the year recognised in surplus or deficit (1,436,626) (486,927)
Balance at end of the year 31,985 486,927

(1,891,568) -

11. Payables from exchange transactions

Trade payables (33,265) 13,981
Project accruals and other creditors 726,807 2,932,538
Accrued leave pay 581,329 587,798
Payroll accruals 5,741 92,970

1,280,612 3,627,287

The prior year figure for payroll accruals has been restated by an amount of R7 503 relating to a premium for provident fund
that was not paid over to Sanlam.  The prior period error note has been adjusted accordingly.

Trade payables includes a credit note from the Auditor General for an invoice amounting to R48 144.29 which was queried
by the Agency.  This amount will be set-off against the 2019/20 audit fees.

12. Operating lease asset (accrual)

Current liabilities (12,191) (8,708)

The operating lease liability emanates from the straight-lining of leases for office accommodation and photocopier
machines.  The lease for office accommodation is for a period of 2 years with an escalation clause of  7% while the lease
for potocopier rental is for 3 years with an escalation of 10%.

13. Unspent conditional grants and receipts

An additional allocation of R920 000 was gazetted for the Neighbourhood Development Partnership Grant (NDPG) in
February 2019 for utiisation in the Alice Transportation Hub Project.  Due to time constraints the additional work was
awarded to Siviwe Jayiya Construction who was the contractor appointed fo the construction of the Alice Taxi Rank.  On
acceptance of appointment, the contractor did not have a valid tax clearance certificate.  A valid tax clearance certificate
was subsequently presented to the Agency, the contract has been deemed irregular with an outstanding invoice of R362
952. The irregular expenditure has been disclosed under the irregular expenditure note 34.

A Board decision was taken to cancel the Natural Resource Management project as it became too expensive for ASPIRE to
implement. An amount of R2 781 412 was returned to Department of Environmental Affairs.

During the 2017/2018 audit, it was identified that the following unspent conditional grant balances are no longer in the bank
accounts and were used in the previous accounting periods: - Department of Rural Development and Agrarian Land Reform
- R405, DEDEAT/ECDC- Emthonjeni Arts - R21 275, ADM Co-ops - R200 000, DBSA Drylands Funds - R5 436.  The above
finding resulted in an overstatement of unspent conditional grants by R227 119.   These grants have been written off by the
Board during the 2018/19 financial year.

Adjusting journals have been processed correctly recognising the NDPG Grant revenue exclusive of VAT.  The differences
of R1 079 785 relates to the prior year VAT portion incorrectly recognised.

Unspent conditional grants and receipts comprises of:

Unspent conditional grants and receipts
Adopt-a-Spot Grant - (1)
Natural Resource Management Grant - 2,783,067
Neighbourhood Development Partnership Grant (NDPG) 2,194,484 388,879
Industrial Development Corporation 831,146 831,146

3,025,630 4,003,091
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13. Unspent conditional grants and receipts (continued)

Movement during the year

Balance at the beginning of the year 4,003,091 7,188,235
Additions during the year 8,296,159 8,287,112
Return of unspent grant (2,781,412) (1,902,382)
Income recognition during year (6,492,208) (9,569,874)

3,025,630 4,003,091

See note 17 for reconciliation of grants from National/Provincial Government.

14. Share capital / contributed capital

Authorised
1000 Ordinary shares of R1 each 1,000 1,000

Issued
1000 Ordinary shares of R1 each 1,000 1,000

There were no shares issued during the financial year.

15. Other income

Income from sale of tender documents - 49,800
Staff recoveries 11,844 -
Implementation fees - 225,000

11,844 274,800

An amount of R11 844 has been paid out by the insurance company for  computers lost by employees.

16. Interest received

Interest received
Standard Bank Call Account 336,828 181,052
SARS account - 196

336,828 181,248
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17. Government grants and subsidies

Operating grants

Amathole District Municipality Grant 15,681,396 13,500,000

Conditional and Unconditional

Included in above are the following grants and subsidies received:

Current year receipts 15,681,396 13,500,000
Conditions met - transferred to revenue (15,681,396) (13,500,000)

- -

EC - BCM Waste Management

Balance unspent at beginning of year - 53,191
Conditions met - transferred to revenue - (11,661)
Return of unspent grant to DEA - (41,530)

- -

EC Adopt-a-Spot

Balance unspent at beginning of year (1) 1,000,749
Current-year receipts - 4,154
Conditions met - transferred to revenue 1 (978,702)
Return of unspent grant to DEA - (26,202)

- (1)

Natural Resource Management Grant (NRM)

Balance unspent at beginning of year 2,783,067 3,279,576
Conditions met - transferred to revenue (1,655) (496,509)
Return of unspent grant to DEA (2,781,412) -

- 2,783,067

The NRM grant was returned to the Department of Environmental Affairs during the 2019 financial year.  (see note 13).

A Board decision was taken to cancel the NRM project as it became too expensive for ASPIRE to implement. An amount of
R2 781 412 was returned to Department of Environmental Affairs. 
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17. Government grants and subsidies (continued)

Neighbourhood Development Partnership Grant

Balance unspent at beginning of year 388,879 2,023,574
Current-year receipts 8,296,159 8,282,955
Conditions met - transferred to revenue (6,490,554) (8,083,001)
Return of unspent grant to National Treasury - (1,834,649)

2,194,484 388,879

The opening balance for the NDPG was understated by R188 925 during the previous financial year, as such the NDPG
unspent conditional grant figure was restated by R188 925.

An additional amount of R1 058 000 inclusive of VAT was gazetted during the 2019 financial year, R417 394 has been
committed.

Industrial Development Corporation

Balance unspent at beginning of year 831,146 831,146

Department of Rural Development and Agrarian Reform

Balance unspent at beginning of year 405 405
Written - off during year (405) -

- 405

A balance of R405 of unspent funds relating to the Department of Rural Development and Agrarian Reform was written off
during the 2018/19 financial year.  This balance was carried forward from previous financial years.

DEDEAT/ECDC - Emthonjeni Arts

Balance unspent at beginning of year 21,275 21,275
Written - off during year (21,275) -

- 21,275

A balance of  R21 275 of unspent funds relating to DEDEAT/ECDC - Emthonjeni Arts project was written off during the
2018/19 financial year.  This balance was carried forward from previous financial years.

Amathole District Municipality : Co-Ops Support

Balance unspent at beginning of year 200,000 200,000
Written - off during year (200,000) -

- 200,000

A balance of R200 000 of  unspent funds relating to Amathole District Municipality : Co-Ops Support was written off during
the 2018/19 financial year.  This balance was carried forward from previous financial years.

DBSA Drylands fund: Ndakana

Balance unspent at beginning of year 5,439 5,439
Written off during year (5,439) -

- 5,439

A balance of R5 439 of unspent funds relating to DBSA Drylands Fund: Ndakana  was written off during the 2018/19
financial year.  This amount was carried forward from previous financial years.
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18. Services in kind

Services in kind
Internal audit function 580,902 295,479
Audit committee fees 317,000 236,250
Secondment of Acting Chief Financial Officer 330,456 -

1,228,358 531,729

Services in kind relate to in kind costs for shared services received from the parent municipality for internal audit services,
audit and risk committee fees as well as the secondment of the Acting CFO.

19. Revenue

Other income 11,844 274,800
Interest received - investment 336,828 181,248
Government grants & subsidies 15,681,396 13,500,000
Services in kind 1,228,358 531,729
Natural Resource Management Grant 1,030 1,486,873
Neighbourhood Development Partnership Grant 6,490,555 8,083,001

23,750,011 24,057,651

The amount included in revenue arising from exchanges of goods or services
are as follows:
Other income 11,844 274,800
Interest received - investment 336,828 181,248

348,672 456,048

The amount included in revenue arising from non-exchange transactions is as
follows:
Taxation revenue
Transfer revenue
Government grants & subsidies 15,681,396 13,500,000
Services in kind 1,228,358 531,729
Other grant income 1,030 1,486,873
NDPG capital grant 6,490,555 8,083,001

23,401,339 23,601,603
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20. Employee related costs

Basic Salary 6,795,654 8,140,684
UIF 19,588 24,643
WCA 4,802 4,831
SDL 65,116 98,931
Provident fund 727,111 689,630
Leave paid 117,069 193,606
Other allowances 212,036 470,736
Service in kind - ACFO 330,456 -

8,271,832 9,623,061

Remuneration of Chief Executive Officer

Annual Remuneration 1,695,790 1,583,353
Contributions to UIF & SDL 17,225 17,006
Contributions to Provident Fund 194,722 181,831

1,907,737 1,782,190

Remuneration of Chief Financial Officer

Annual Remuneration 440,127 1,335,858
Contributions to UIF & SDL 4,840 15,117
Company contributions to Provident Fund 6,345 24,402
Acting allowance 134,263 34,250

585,575 1,409,627

The CFO resigned on 10 October 2018.  An acting CFO has been seconded from the parent municipality from 3 December
2018.

Remuneration of Executive Manager: Corporate Services

Annual Remuneration 1,140,066 1,064,475
Contributions to UIF & SDL 13,076 12,326
Contributions to Provident Fund 130,909 122,243

1,284,051 1,199,044

Company Secretary

Annual Remuneration 768,301 806,274
Contributions to UIF & SDL 8,953 9,699
Contributions to Provident Fund 87,888 15,034

865,142 831,007

The Company Secretary resigned with effect 30 June 2018.  A new Company Secretary was appointed 1 August 2018.
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21. Board and sub-committee expenditure

Non-executive

2019

Directors' fees Audit and
Risk

Committee
Fees -

Services in
kind

Total

Prof. C.M.  Adendorff 99,324 - 99,324
Dr. M. A. Williams 36,000 - 36,000
Ms. M. Mosehana 104,483 - 104,483
Mr. S. Khanyile 54,238 - 54,238
Mr. N. Mbende 190,824 - 190,824
Mr. M.M. July 82,508 - 82,508
Ms. T. Buswana 74,625 - 74,625
Ms. F. Mushohwe 97,125 - 97,125
Mr. T.W. Nkwentsha 52,250 - 52,250
Mr. A.T. Qunta 34,500 - 34,500
Travel and accommodation 89,628 - 89,628
Ms. V Ntsodo - 87,000 87,000
Ms. T. Maqwati-Naku - 65,000 65,000
Mr. P. Zitumane - 60,000 60,000
Ms .V. Hlehliso - 65,000 65,000
Mr. B. Bothma - 40,000 40,000
Board registration fees 21,870 - 21,870

937,375 317,000 1,254,375

2018

Directors' fees Audit and
Risk

Committee
Fees -

Services in
kind

Total

Ms. M. Mosehana 84,492 - 84,492
Mr. N. Mbende 127,978 - 127,978
Mr. M.M. July 99,152 - 99,152
Ms. T. Buswana 85,500 - 85,500
Ms. F. Mushohwe 153,250 - 153,250
Mr. T.W. Nkwentsha 81,888 - 81,888
Mr. A.T. Qunta 83,000 - 83,000
Travelling and Accommodation 15,302 - 15,302
Ms. L. Smith - 45,750 45,750
Mr. M. Sibam - 30,750 30,750
Mr. P. Zitumane - 63,750 63,750
Ms. T. Maqwathi-Naku - 20,000 20,000
Mr. G.E. Duitwileng - 10,000 10,000
Ms. V. Hlehliso - 30,000 30,000
Ms. V. Ntsodo - 36,000 36,000

730,562 236,250 966,812

22. Depreciation and amortisation

Property, plant and equipment 70,210 87,389
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23. Finance costs

Interest paid - SARS - 71,159

24. Lease rentals on operating lease

Premises
Rent paid - Buildings 621,440 537,899
Equipment
Rent paid - Office equipment 37,213 40,044

658,653 577,943

25. Contracted services

NDPG Capital Expenditure 6,006,913 7,003,217

Contracted services relates to the Neighbourhood Development Partnership Grant (NDPG) capital conditional grant that
was utilised for the construction of the Alice Transport Hub.

26. Project expenditure

Other subsidies
Project Expenditure 1,301 1,479,441

The above amount comprises of Natural Resources Management R1 204 and  Adopt-a-Spot R96. 

The comparative figure consists of Natural Resources Management R494 324, Adopt-a-Spot R974 892 and EC-BCM
Waste Management R10 225.
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27. General expenses

Accounting fees 612,352 376,940
Advertising 91,480 27,127
Auditors remuneration 599,200 577,189
Bank charges 21,489 32,813
Cleaning 14,145 10,356
Computer expenses 3,742 13,122
Consulting and professional fees 37,550 161,416
Consumables - 180
Insurance 101,222 118,680
IT expenses 99,797 121,273
Postage and courier 600 473
Printing and stationery 69,142 63,684
Repairs and maintenance 7,721 15,854
Security 28,253 25,055
Staff welfare 54,308 43,842
Subscriptions and membership fees 39,600 42,075
Telephone and fax 178,173 226,512
Training 203,468 5,663
Travel - local 195,398 135,603
Electricity 131,775 55,321
Board Refreshments 16,148 -
Recruitment expenditure 15,573 4,688

2,521,136 2,057,866

The prior year comparative figure for General Expenditure has been restated to include Repairs and Maintenance amount
of R15,854.  Due to the nature and non-materiality of the repairs and maintenance amount, this item has not been
separately disclosed as per GRAP 17 under the sub-heading 'Expenditure incurred on repairs and maintenance'.   

Repairs and maintenance amount of R7 721 has been included under General Expenses 

28. Cash generated from operations

Surplus 3,549,103 1,643,263
Adjustments for:
Depreciation and amortisation 70,210 87,389
(Loss) gain on sale of assets and liabilities (20,137) 60,573
Movements in operating lease assets and accruals 3,483 (38,966)
Movement in tax receivable and payable (454,942) 486,926
Changes in working capital:
Receivables from exchange transactions 232,026 (325,058)
Payables from exchange transactions (2,346,674) 2,447,295
VAT 536,132 (702,431)
Unspent conditional grants and receipts (977,461) (3,185,144)

591,740 473,847

29. Auditors' remuneration

Fees 599,200 577,189

30. Financial instruments disclosure

Categories of financial instruments

2019

Financial assets
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30. Financial instruments disclosure (continued)
At amortised

cost
Total

Trade and other receivables from exchange transactions 162,742 162,742
Cash and cash equivalents 10,145,873 10,145,873

10,308,615 10,308,615

Financial liabilities

At amortised
cost

Total

Trade and other payables from exchange transactions 1,280,615 1,280,615

2018

Financial assets

At amortised
cost

Total

Trade and other receivables from exchange transactions 394,768 394,768
Cash and cash equivalents 9,715,670 9,715,670

10,110,438 10,110,438

Financial liabilities

At amortised
cost

Total

Trade and other payables from exchange transactions 3,627,287 3,627,287

31. Commitments

Authorised capital expenditure

Already contracted for but not provided for
 Property, plant and equipment 640,605 6,441,948

Authorised operational expenditure

Already contracted for but not provided for
 Operational Expenditure 784,833 1,555,841

Total operational commitments
Authorised capital expenditure 640,605 6,441,948
Authorised operational expenditure 784,833 1,555,841

1,425,438 7,997,789

Operating leases - as lessee (expense)

Minimum lease payments due
 - within one year 408,819 812,910
 - in second to fifth year inclusive - 554,706

408,819 1,367,616

Operating lease payments represent rentals payable by the agency for property rental and photocopier rental.  No
contingent rent is payable.

47



Notes to the Annual Financial Statements
Figures in Rand 2019 2018

Restated*

32. Contingencies

Contingent Liability
Contingency for employee claim 1,570,356 1,570,356

During the 2017/2018 financial year, a former employee demanded payment for monies owed in respect of amounts
originally deducted from a lumpsum payment, including interest.

The former CEO, Mrs Mnqetha, is suing the agency for amounts that she alleges are due and payable to her in terms of the
settlement agreement and her employment contract to the value of R1 570 356. A Notice to defend was filed with the Court
on the 30 October 2018 and served to the plaintiff.  Subsequently, the plea of the particulars of claim were filed and served
to the pliantiff.  The plaintiff has not filed and served any further papers with the Court and to the defendant.  The matter is
thus in the pleading stages.  It is the responsibility of the plaintiff to file the notice for a trial date or any further court
documents.

Contingent assets

ASPIRE Board resolved on the 30 October 2018 to recover the amount of R1 569 333.91 that was irregularly paid to HS
Toni Attorneys who was appointed to conduct the investigation on the former Chief Executive Officer, Mrs Mnqetha.  In this
regard a civil action has been instituted to claim from HS Toni Attorneys and the board members of that time the said
amount. 

Contingent Asset
1,569,334

33. Prior period errors

During the 2016/2017 financial year, a premium for provdent fund was not paid over to Sanlam resulting in an
understatement of Provision for Provident fund in the prior years.  The error was corrected in the current financial year and
was retrospectively adjusted by an amount of R7 503. 

During the 2017/2018 financial year,  audit differences in the opening balances of the NDPG unspent conditional grant that
related to prior years were identified.  The above finding resulted in an understatement of unspent conditional grants by
R188 925.  The balance of the unspent conditional grants has been restated by this amount.  The error was corrected in the
current financial year and was retrospectively adjusted by an amount of R188 925. 

During the 2017/2018 audit, it was identified that the following unspent conditional grant balances are no longer in the bank
accounts and were used in the previous accounting periods: - Department of Rural Development and Agrarian Land Reform
- R405, DEDEAT/ECDC- Emthonjeni Arts - R21 275, ADM Co-ops - R200 000, DBSA Drylands Funds - R5 436.  The above
finding resulted in an overstatement of unspent conditional grants by R227 119.   The error was corrected in the current
financial year and was retrospectively adjusted by an amount of R227 119. 

The comparative figure for VAT Receivable on the face of the balance sheet did not agree with the final trial balance (TB)
used to populate the 2017/18 financial statements.  The opening balance for VAT receivable has been restated to reflect
the amount on the TB being R656 460.

The correction of the errors resulted in adjustments as follows:

Statement of financial position
Increase Provision for Provident Fund - 7,503
Increase in Unspent Conditional grants - 188,925
Decrease in Unspent Conditional Grants - (227,119)
Increase in Opening Accumulated Surplus or Deficit - 30,340
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34. Irregular expenditure

Opening balance as previously reported 9,303,748 4,756,282

Opening balance as restated 9,303,748 4,756,282
Add: Irregular Expenditure - current year 9,018,835 5,348,315
Less: Amount written off - current (7,902,336) (29,182)
Less: Amount written off  relating to prior years (5,319,133) (771,667)

Closing balance 5,101,114 9,303,748

Amounts written-off

The Irregular expenditure amount of R8 601 440 (2018: R5 319 133) emanated from the fact that the Agency did not obtain
MBD4 forms from suppliers to confirm that they were not in the service of the state.  An amount of R13 920 573 has been
written off during the 2018/2019 financial year.

Additional funds amounting to R920 000 were gazetted for the Alice Transport Hub.  An invoice of R417 395 has been
presented, payment was made after the reporting date. A valid tax clearance certificate was not furnished within seven days
of award,  however a valid tax clearance certificate was presented thirty days after the date of acceptance of appointment
resulting in the contract being deemed  irregular.  The committed amount forms part of the irregular expenditure for the
2018/2019 financial year.

The final NDPG invoice relating to retention and a variation order amounting to R699 103.57 was written off by the Board in
August 2019. 

Amounts awaiting write off
Current year 1,116,499 5,319,133
Prior years 3,984,615 3,984,615
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35. Related parties

`

Relationships
Directors Refer to directors' report note 21
Controlling entity Amathole District Municipality
Members of key management

Ms N Klaas (Suspended 24 May 2019) 
Mrs S Weppelman
Mr T Sagela
Mr L Fokazi (Resigned 10 October 2018)
Ms N Mqalo (Acting CFO - Seconded from Amathole District Municipality from 3 December 2018)
Ms AN Tinta (Interim CEO from 15 July 2019)

Related party transactions

Amathole District Municipality
Operational Grant 17,858,119 15,390,000
Capital Subsidy 178,936 -

Neighbourhood Development Partnership Grant
Capital Grant - on behalf of the controlling entity 9,200,000 8,000,000

Shared Internal Audit Services
Internal Audit Services - from controlling entity 580,902 295,479

Fees paid to Audit Committee Members
L Smith - 45,750
M Sibam - 30,750
P Zitumane 60,000 63,750
T Maqwathi-Naku 65,000 20,000
GE Duitlwileng - 10,000
V Hlehliso 65,000 30,000
V Ntsodo 87,000 36,000
B Bothma 40,000 -

Secondment of Services
Acting Chief Financial Officer 330,456 -

36. Comparative figures

Certain comparative figures have been reclassified.

Included in general expenditure is repairs and maintenance of R15 854.  Refer Note 27. 

The effects of the reclassification are as follows: 
- Overstatement of the General Expenditure opening balance comparative amount by R15 854 relating to Repairs and
Maintenance 
- Understatement of the Repairs and Maintenance opening balance comparative amount by R15 854. 

The repairs and maintenance comparative amounts have been reclassified as general expenditure due to their nature and
materiality as they relate to the repairs of computers and minor office repairs.
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37. Risk management

Liquidity risk

The agency’s risk to liquidity is a result of the funds available to cover future commitments. The agency manages liquidity
risk through an ongoing review of future commitments and credit facilities.

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored.

The table below analyses the agency’s financial liabilities and net-settled derivative financial liabilities into relevant maturity
groupings based on the remaining period at the statement of financial position to the contractual maturity date. The
amounts disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 months equal their
carrying balances as the impact of discounting is not significant.

At 30 June 2019 Less than 1
year

Between 1
and 2 years

Between 2
and 5 years

Over 5 years

 Payables from exchange transactions 1,331,715 - - -
 Unspent conditional grant 3,025,630 - - -

At 30 June 2018 Less than 1
year

Between 1
and 2 years

Between 2
and 5 years

Over 5 years

 Payables from exchange transactions 3,619,780 - - -
 Unspent conditional grant 4,741,286 - - -

Credit risk

Credit risk consists mainly of cash deposits, cash equivalents and receivables. The agency only deposits cash with major
banks with high quality credit standing and limits exposure to any one counter-party.

Receivables comprise of sundry debtors. Management evaluated credit risk relating to customers on an ongoing basis.
Risk control assesses the credit quality of the customer taking into account its financial position, past experience and other
factors. 

Financial assets exposed to credit risk at year end were as follows:

`

Financial instrument 2019 2018
Receivables from exchange transactions 162,742 394,768
Cash and cash equivalents 10,145,873 9,715,670

Market risk

Interest rate risk

As the entity has no significant interest-bearing assets, the entity's income and operating cashflows are substantially
independent of changes in market interest rates.

38. Going concern

We draw attention to the fact that at 30 June 2019, the agency had an accumulated surplus  of R 6,244,034 and that the
agency's total assets exceed its liabilities by R 6,245,034.

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

There were no significant events identified after the reporting date. 

40. Fruitless and wasteful expenditure

Opening balance as previously reported 125,994 73,172

Opening balance as restated 125,994 73,172
Add: Fruitless and Wasteful Expenditure - current year 11,844 125,994
Less: Amounts recoverable - current (15,902) -
Less: Amount written off - current - (73,172)
Less: Amount written off - prior period (71,158) -

Closing balance 50,778 125,994

The initial fruitless and wasteful expenditure amount, as it relates to he procurement of services from consultants by Ms N.
Klaas in the prior years, is R54 836.  To date a total amount of R17 906 has been recovered, R13 429 relates to the current
year. The remainder will be recovered over the duration of the employee's contract.

During 2018/2019, an amount of R11 844 was incurred in respect of computers lost, one was deemed by the insurance
company to be loss due to negligence.  R10 721 is the cost of the computer to be recovered from M. Mlomzale, an amount
of R1 350 has been recovered to date, the remaining amount of R9 371 will be recovered over the course of 22 moths.  The
insurance claim submitted for the second computer lost by Mr L. Tyala  was paid by the insurance company while the
excess amount of R1 122.50 has been recovered in full from the employee.    An amount of R2 473 has been recovered for
the two computers fo the period ended 30 June 2019.

The opening balance relates to fruitless and wasteful expenditure incurred during the 2017/2018 financial year on
expenditure relating to penalties and interest incurred from SARS. An amount of R71 158 was written off by the Board in
October 2018.

41. Deviation from supply chain management regulations

Paragraph 12(1)(d)(i) of Government gazette No. 27636 issued on 30 May 2005 states that a supply chain management
policy must provide for the procurement of goods and services by way of a competitive bidding process.

Paragraph 36 of the same gazette states that the accounting officer may dispense with the official procurement process in
certain circumstances, provided that he records the reasons for any deviations and reports them to the next meeting of the
board and includes a note to the annual financial statements.

The following deviations were incurred during the 2018/19 financial year:

1. Daily Dispatch Media: Three quotations could not be obtained as Daily Dispatch is the most widely read and distributed
local newspaper in the Amathole District and is published daily.  All other local newspapers only publish weekly or monthly.
The advertisements related to:-  The Advertisement for the CFO position in October 2018 - (R4 295).

        -  The advertisement for the Provision of Lease Property and Parking for ASPIRE (R4 295).

2. Siviwe Jayiya Construction: The procurment of Goods and Services for the Alice Transport Hub (R1 058 000) - The
decision to utilise procurement through Regulation 36, being a deviation, emanated from the urgency in finalising the Alice
Transport Hub project as the launch of the completed Upgrade of the Alice Transportation Hub was  scheduled for the 12
April 2019 while the funds were deposited into the Agency's bank account on 28 March 2019.  

3. Indwe Risk Serrvices: for the procurement of Directors and Officers Liability (R23 400) - Two quotations were obtained
instead of three.  Numerous insurers were approched but declined to quote, these include Leppard Carargue, AC&E, SHA.

4.  AdaptIT: Procurement of CaseWare for the preparation 2018/19 AFS (R189 207) - AdaptIT is the sole distributor of
CaseWare software products in Africa. They are responsible for marketing and selling, template development,
implementation, support and training.
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42. Budget differences

Material differences between budget and actual amounts

42.1  More efficient cash management enabled higher interest to be earned.

42.2 An amout R6 000 000 budgeted for mSCOA for the 2018/2019 financial year, R155 597 was realised by ASPIRE as
project implementation has not started, this amount was utilised for the purchase of Computer Equipment and software in
preparation for mSCOA. 

42.3 Services in kind from shared Internal Audit, Audit and Risk Committees and the secondment of the Acting Chief
Financial Officer.

 42.4  Additional income gazetted for the Neighbourhood Development Partnership Grant (NDPG).

 42.5  Under expenditure on personnel costs due to non-filling of the CFO position as well as the resignation of staff.

 42.6 The amount for the Audit and Risk committee declared as Services in Kind makes up the majority of the difference
being R317 000
.
 42.7 Under expenditure on depreciation due to most assets being fully depreciated.

42.8. Contracted Services expenditure relates to expenditure on the NDPG Grant, there is an outstanding invoice of R417
395 as disclosed in the Contracted Services note, no payments has been processed against the gazetted additional funds
to date.

 42.9  Under expeniture due to non implementation of the mSCOA project as well as the implementation of the National
Treasury austerity measures.

42.10 Under expenditure on Audit Fees as the planned amount was below actual amount billed.

42.11  There has been minimal expenditure to date on the GIS Portal relating to travel, the project could not be fully
implemented due to there being no formal agreements with the Local Municiplaities.

43. Impairment of assets

The main classes of assets have been assessed for impairment and no indication for the impairment of assets exists. 
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