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Accounting Officer's Responsibilities and Approval

The Accounting Officer is required by the Municipal Finance Management Act (Act 56 of
2003), to maintain adequate accounting records and is responsible for the content and
integrity of the financial statements and related financial information included in this report.
It is the responsibility of the Accounting Officer to ensure that the financial statements fairly
present the state of affairs of the Entity as at the end of the financial year and the results of
its operations and cash flows for the period then ended. The external auditors are engaged
to express an independent opinion on the financial statements and were given unrestricted
access to all financial records and related data.

The financial statements have been prepared in accordance with Statements of Generally
Recognised Accounting Practice (GRAP) including any interpretations, guidelines and
directives issued by the Accounting Standards Board.

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

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

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

The Accounting Officer has reviewed the entity’s cash flow forecast for the year to 30 June
2018 and, in the light of this review and the current financial position, he is satisfied that the
Entity has or has access to adequate resources to continue in operational existence for the
foreseeable future.

The financial statements set out on page 4 to 37, which have been prepared on the going

ontern basis, were approved by the Accounting Officer on 31 August 2017 and signed
erg¢under.

~

Mr GM Mvoko
Accounting Officer
2017/08/31
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Statement of Financial Position as at 30 June 2017

Figures in Rand Note(s) 2017 2016

Assets

Current Assets

Receivables from exchange transactions 4 296,552 -

Receivables from non-exchange transactions 5 658,350 -

VAT receivable 6 30,532 40,429

Cash and cash equivalents 7 4,895,201 5,631,438
5,880,635 5,671,867

Non-Current Assets

Property, plant and equipment 8 91,225 107,185

Total Assets 5,971,860 5,779,052

Liabilities

Current Liabilities

Payables from exchange transactions 9 538,477 467,998

Unspent conditional grants and receipts 10 1,061,055 2,014,765

Provisions 1 155,596 378,893
1,755,128 2,861,656

Total Liabilities 1,755,128 2,861,656

Total assets less liabilities 4,216,732 2,917,396

Net Assets

Accumulated surplus 4,216,732 2,917,396

Total Net Assets 4,216,732 2,917,396
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Statement of Financial Performance

Figures in Rand Note(s) 2017 2016
Revenue

Revenue from exchange transactions

Rental of facilities and equipment 293,900 -
Other Revenue 10,450 -
investment revenue 12 297,435 284,722
Total revenue from exchange transactions 601,785 284,722
Revenue from non-exchange transactions

Transfer revenue

Government grants & subsidies 13 6,031,210 1,720,000
Total revenue 6,632,995 2,004,722
Expenditure

Employee costs 14 (3,401,336)  (3,910,786)
Remuneration of board members 15 (151,837) (101,336)
Depreciation and amortisation (24,981) (26,032)
Finance costs 16 (648) (1,064)
Grants and subsidies paid 17 (878,648) -
General Expenses 18 (876,210) (789,100)
Total expenditure (5,333,660) (4,828,318)
Surplus (deficit) for the year 1,299,335 (2,823,596)
Attributable to:

Controlling entity 1,299,335 (2,823,596)
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Statement of Changes in Net Assets

Accumulated Total net

Figures in Rand surplus assets
Balance at 01 July 2015 5,740,992 5,740,992
Changes in net assets

Deficit for the year (2,823,596) (2,823,596)
Balance at 01 July 2016 2,917,397 2,917,397
Changes in net assets

Surplus for the year 1,299,335 1,299,335
Balance at 30 June 2017 4,216,732 4,216,732
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Cash Flow Statement
Figures in Rand Note(s) 2017 2016

Cash flows from operating activities

Receipts
Government grants and subsidies 4,500,000 1,720,000
Investment revenue 297,435 284,722
Other receipts 35,644 -
4,833,079 2,004,722
Payments
Employee costs (3,558,996) (3,633,605)
Cash paid to suppliers (878,648) -
Other payments (1,122,651) (286,856)
(5,560,295)  (3,820,461)
Net cash flows from operating activities 19 (727,216)  (1,815,739)
Cash flows from investing activities
Purchase of property, plant and equipment 8 (9,021) (14,999)
Net (decrease) / increase in cash and cash equivalents (736,237)  (1,830,738)
Cash and cash equivalents at the beginning of the year 5,631,438 7,462,176
Cash and cash equivalents at the end of the year 7 4,895,201 5,631,438
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CACADU DISTRICT DEVELOPMENT AGENCY SOE SOC LTD

Financial Statements for the year ended 30 June 2017

Accounting Policies

1. Presentation of financial statements

The 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 56 of
2003.

These 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 applied, are disclosed
below.

These accounting policies are consistent with the previous period.

1.1 Presentation of currency

These financial statements are presented in South African Rand. All amounts are rounded
to the nearest rand.

1.2 Going concern assumption

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

1.3 Basis of Preparation
Statement of compliance

The annual financial statements have been prepared in accordance with the Standards of
Generally Recognised Accounting Practices (GRAP) prescribed by the Minister of Finance.

Accounting policies for material transactions, events or conditions not covered by the above
GRAP Standards have been developed in accordance with paragraphs 7, 11 and 12 of
GRAP 3. These accounting policies and the applicable disclosures have been based on the
International Financial Reporting Standard (IFRS) and the International Public Sector
Accounting Standards (IPSAS), where applicable, in terms of Directive Five including any
interpretations of such Statements issued by the Accounting Practices Board.

These accounting policies have been applied to ensure that the financial statements
provide information that is relevant to the decision-making needs of users and are reliable.

Basis of measurement

Use of estimates and judgements

The preparation of financial statements requires management to make judgements,
estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ from
these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised and in
any future periods affected.

In particular, information about significant areas of estimation uncertainty and critical
judgements in applying accounting policies that have the most significant effect on the
amount recognised in the financial statements are described in the notes.

10
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Financial Statements for the year ended 30 June 2017

Accounting Policies

1.3 Basis of Preparation (continued)

Estimates and judgements are made to identify impairments required to be made to assets.
The condition of the assets are assessed together with the use of the asset to determine
whether an impairment is required.

The useful life of an asset is reviewed annually and management assess the condition and
the usefulness of the asset at each reporting date to determine the remaining useful life of
the assets.

Offsetting

Assets, liabilities, revenues and expenses have not been offset, except when offsetting is
required or permitted by a Standard of GRAP.

There are no key assumptions concerning the future, and other key sources of estimation
uncertainty at the reporting date, that have a significant risk of causing a material
adjustment to the carrying value of assets and liabilities within the next financial year.

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.

Recognition

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

Initial measurement
Property, plant and equipment is initially measured at cost.

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

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

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

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

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

11
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Financial Statements for the year ended 30 June 2017

Accounting Policies

1.4 Property, plant and equipment (continued)

Depreciation

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

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

On acquisition of items of property, plant and equipment, the useful lives are assessed as
follows:

Ite Average useful life
Furniture and fixtures 7 - 15 years
Office equipment 2 - 10 years
Computer equipment 2 - 10 years

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

The residual values and useful lives of each assets is assessed using an indicator
approach which is based on the condition of the assets in relation to the age of the assets.

Reviewing the useful life of an asset on an annual basis does not require the entity to
amend the previous estimate unless expectations differ from the previous estimate.

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

Impairment

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

If it is not possible to estimate the recoverable amount of the individual asset, the
recoverable amount of the cash-generating unit to which the asset belongs is determined.

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

If the recoverable amount of the 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 of assets carried at cost less any accumulated depreciation or
amortisation is recognised immediately in surplus or deficit.

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

Where there is an impairment, the depreciation charge will be adjusted in accordance with
the revised useful life and residual value of the asset.

12
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Financial Statements for the year ended 30 June 2017

Accounting Policies

1.4 Property, plant and equipment (continued)

Derecognition

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.

Gains and losses

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

1.5 Provisions
Provisions are recognised when:

* the entity has a present obligation as a result of a past event;

J it is probable that an outflow of resources embodying economic benefits or
service potential will be required to settle the obligation; and

o 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.

Provisions are reviewed at each reporting date and adjusted to reflect the current best
estimate of the provision. 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.

A provision is used only for expenditures for which the provision was originally recognised.
Provisions are not recognised for future operating deficits.

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 contingent asset is a possible asset that arises from past events and whose existence will
be confirmed only by the occurrence or non-occurrence of one or more uncertain future
events not wholly within the contro! of the entity.

A contingent liability is a possible obligation depending on whether some uncertain future
event occurs, or a present obligation but payment is not probable or the amount cannot be
measured reliably

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed
in note 22 and 23.

13
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Accounting Policies

1.6 Receivables from exchange and non-exchange transactions

Receivables are classified as “Financial assets at amortised costs” and are initially
recognized at fair value plus / minus transaction costs. Subsequent measurement is at
amortised value. An estimate is made for doubtful receivables based on a review of all
outstanding amounts at year end. Bad debts are written off during the year in which they
are identified based on an assessment on the recoverability of the receivable. Amounts
that are receivable within 12 months from the reporting date are classified as current.

1.7 Payables from exchange and non-exchange transactions

Payables are classified as “Liabilities at amortised cost” and are initially recognized at the
fair value of the present obligation of a past event. Subsequent measurement is at
amortised value.

When a financial asset or financial liability is recognised initially, an entity shall measure it
at its fair value plus, in the case of a financial asset or a financial liability not subsequently
measured at fair value, transaction costs that are directly attributable to the acquisition or
issue of the financial asset or financial liability.

1.8 Revenue from 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. Typical
exchange transactions are the purchase or sale of goods or services based on market
prices.

Interest is recognised using the effective interest rate and rentals are recognised on a time
proportion basis.

Revenue from the sale of goods is recognised when the risk is passed to the consumer.
All other revenue is recognised as it accrues.
Measurement

Revenue is measured at the fair value of the consideration received or receivable, net of
trade discounts and volume rebates.

14
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Financial Statements for the year ended 30 June 2017

Accounting Policies

1.9 Revenue from non-exchange transactions

Non-exchange transactions are transactions that are not exchange transactions. In a non-
exchange transaction, an entity either receives value from another entity without directly
giving approximately equal value in exchange, or gives value to another entity without
directly receiving approximately equal value in exchange.

Donations are recognised on a cash receipt basis, or where the donation is in the form of
property, plant and equipment, at the cost of the consideration received or receivable.

Revenue from public contributions is recognised when all conditions associated with the
contribution have been met or where the contribution is to finance property, plant and
equipment, when such items of property, plant and equipment is brought into use. Where
public contributions have been received, but the municipality has not met the condition, a
liability is recognised.

Contributed property, plant and equipment is recognised when ownership of the items of
property, plant and equipment is transferred to the entity.

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is
based on legislated procedures, including those set out in the Municipal Finance
Management Act (Act no. 56 of 2003) and is recognised when the recovery thereof from the
responsible officials is virtually certain.

Revenue received from conditional grants, donations and funding is recognised as revenue
to the extent that the entity has complied with any of the criteria, conditions or obligations
embodied in the agreement. Where the criteria, conditions or obligations have not been
met, a liability is recognised.

1.10 Grants, transfers and donations

Unconditional grants and receipts

Revenue from unconditional grants is recognised when it is probable that the economic
benefits or service potential will flow to the entity and the amount of the revenue can be
measured reliably. Since these grants are unconditional and there are no attached
stipulations, the grants are recognised as revenue or, if the asset recognition criteria have
been met, as assets in the reporting period in which they are received or receivable.

Conditional grants and receipts

Revenue received from conditional grants, donations and funding is recognised as revenue
to the extent that the entity has complied with any of the criteria, conditions or obligations
embodied in the agreement. Where the criteria, conditions or obligations have not been
met, a liability is recognised. Revenue is recognised and the liability decreased as the
conditions associated with the grant is met.

Interest earned on investments is treated in accordance with grant conditions. If interest is
payable to the grantor, it is recognised as a liability and if not, it is recognised as interest
earned in the statement of financial performance.

15
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Accounting Policies

1.11 VAT
The entity accounts for Value Added Tax on the invoice basis.

The entity is liable to account for VAT at the standard rate (14%) in terms of section 7 (1)
(a) of the VAT Act, in respect of the supply of goods or services except where the supplies
are specifically zero-rated in terms of section 11, exempted in terms of section 12 of the
VAT Act or is out of scope for VAT purposes.

VAT is submitted on a bi-monthly basis.
Measurement
Initial measurement is at cost. Subsequent measurement is at amortised cost if material.

Derecognition

VAT is derecognised when the net payment is paid or received from SARS, whichever is
applicable when the VAT return is presented.

1.12 Segmental information

The principal segments have been identified on a primary basis by classification of the
revenue and expenditure and on a secondary basis by the classification of service of
operations. The secondary basis is representative of the internal structure for both
budgeting and management purposes.

The policy is not applicable to the current year.

1.13 Unauthorised expenditure

Unauthorised expenditure means:

e overspending of a vote or a main division within a vote; and
J expenditure not in accordance with the purpose of a vote or, in the case of a
main division, not in accordance with the purpose of the main division.

All expenditure relating to unauthorised 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.

1.14 Irreqular expenditure

Irregular expenditure as defined in section 1 of the MFMA, means expenditure incurred by a
municipality in contravention of, or that is not in accordance with requirements of the
following Acts or Regulation, and which has not been condoned:

- Municipal Finance Management Act

- Municipal Systems Act

- Public Office-Bearers Act

- Municipal Supply Chain Management Regulations or related by-laws

The irregular expenditure excludes expenditure by a municipality which falls within the
definition of "unauthorised expenditure”.

Irregular expenditure that was incurred and identified during the current financial year 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 required with the exception of updating the note to the financial
statements.

16
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Accounting Policies

1.14 Irregular expenditure (continued)

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 / written off.

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.

1.15 Fruitless and wasteful expenditure

Fruitless and wasteful expenditure is expenditure that was made in vain and would have
been avoided had reasonable care been exercised. Fruitless and wasteful expenditure is
accounted for as expenditure in the Statement of Financial Performance and detailed
further in the notes to the financial statements and where recovered, it is subsequently
accounted for as revenue in the Statement of Financial Performance.

1.16 Comparative information

Where necessary, comparative figures have been reclassified to conform to changes in
presentation in the current year.

1.17 Einance costs

Finance costs are recognised as an expense in the period in which they are incurred.
1.18 Financial instruments

Classification

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

° Financial assets at amortised cost
. Financial liabilities measured at amortised cost

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

Initial recognition and measurement

Financial instruments are recognised initially when the entity becomes a party to the
contractual provisions of the instruments.
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1.18 Financial instruments (continued)

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

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

Subseguent measurement

Financial assets at amortised cost are subsequently measured at amortised cost, using the
effective interest method, less accumulated impairment losses.

Financial liabilities at amortised cost are subsequently measured at amortised cost, using
the effective interest method.

Impairment of financial assets

Impairment losses are recognised by reducing the asset.

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

Cash and cash equivalents

Cash includes cash on hand and cash held at banks. Cash equivalents are short-term,
liquid investments that are held with registered banking institutions with maturities of three
months or less and are subject to an insignificant risk of change in value.

Cash and cash equivalents are classified as "Financial asset at amortised cost" and are
initially measured at fair value plus / minus transaction costs. Subsequent measurement is
at face value or, if material, at amortised cost.

Gains and losses

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

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

Derecognition:

Financial assets

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

*  the rights to receive cash flows from the asset have expired,

. the entity retains the right to receive cash flows from the asset, but has assumed
an obligation to pay them in full without material delay to a third party under a
‘pass-through’ arrangement; or

* the entity has transferred its rights to receive cash flows from the asset and
either
- has transferred substantially all the risks and rewards of the asset, or
- has neither transferred nor retained substantially all the risks and

rewards of the asset, but has transferred control of the asset.
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1.18 Financial instruments (continued)

Where the entity has transferred its rights to receive cash flows from an asset and has
neither transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the asset is recognised to the extent of the entity's
continuing involvement in the asset.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged,
cancelled or expires. Where an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as a derecognition of
the original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recognised in surplus or deficit.

1.19 Unutilised conditional grants and receipts
Initial recognition

Unutilised conditional grants are reflected on the Statement of Financial Position as a short-
term portion of unspent conditional grants. They represent unspent government grants,
subsidies and contributions from the public. The following conditions are set for the
creation and utilisation of these creditors:

- The grant received is initially recognised at cost as unspent conditional grants.

- Whenever an item of property, plant and equipment is funded from a grant, an
amount equal to the purchase price is transferred from the unspent conditional
grants account to the operating account on the Statement of Financial
Performance as revenue.

- Whenever operational expenditure is funded from a grant, an amount equal to the
expenditure is transferred from the unspent conditional grants account to the
operating account on the Statement of Financial Performance as revenue to offset
the expenditure which was expensed through the operating account.

- The cash which backs the unspent portion is invested until utilised.

- Interest earned on the investment is treated in accordance with grant conditions. If
the grant conditions indicate that interest is payable to donors then interest earned
on unutilised conditional grants is allocated to the funds  and is not recognised in
the Statement of Financial Performance.

- The unspent grant is classified as “Financial liabilities at amortised cost".

Subseguent measurement

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

Derecognition

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

1.20 Events after reporting date

Management conducts an assessment on any events occurring subsequent to the end of
the reporting date and prior to the finalisation of the financial statements to identify any
incidents that would provide the user with additional information that could influence
decision-making and the usefulness of the financial statements. This information is then
disclosed accordingly in the financial statements.

1.21 Effective interest rate

The entity uses the prime interest rate less 0.5% to discount future cash flows.
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1.22 Capital commitments

Capital commitments disclosed in the financial statements represents the balance
committed to capital projects at the reporting date that will be incurred subsequent to the
reporting date. The capital commitment disclosed identifies awards entered into by the
municipality against the capital projects as well as a commitment upon approval of a budget
for a capital project.

1.23 Budget information

The approved budget is prepared on a accrual basis and presented by functional
classification linked to performance outcome objectives.

The approved budget covers the fiscal period from 2016/07/01 to 2017/06/30.

The Statement of comparative and actual information has been included in the financial
statements as the recommended disclosure when the financial statements and the budget
are on the same basis of accounting.

Budget variances of 10% and more is condidered material and explanation thereof is
provided for in the notes to the financial statements.

1.24 Related parties

Management are those persons responsible for planning, directing and controliing the
activities of the municipality, including those charged with the governance of the
municipality 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 municipality.

All transactions with related parties are disclosed.
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1.25 Employee benefits

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

Short-term employee benefits

Short-term employee benefits are employee benefits (other than termination benefits) that
are due to be settled within twelve months after the end of the period in which the
employees render the related service.

Short-term employee benefits include items such as:

. wages, salaries and social security contributions;

. short-term compensated absences (such as paid annual leave and paid sick
leave) where the compensation for the absences is due to be settled within
twelve months after the end of the reporting period in which the employees
render the related employee service; and

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

When an employee has rendered service to the entity during a reporting period, the entity
recognise the undiscounted amount of short-term employee benefits expected to be paid in
exchange for that service:

* as a liability (accrued expense), after deducting any amount already paid. If the
amount already paid exceeds the undiscounted amount of the benefits, the entity
recognise that excess as an asset (prepaid expense) to the extent that the
prepayment will lead to, for example, a reduction in future payments or a cash
refund; and

o as an expense, unless another Standard requires or permits the inclusion of the
benefits in the cost of an asset.

The entity recognise the expected cost of bonus, incentive and performance related
payments when the entity has a present legal or constructive obligation to make such
payments as a result of past events and a reliable estimate of the obligation can be made.
A present obligation exists when the entity has no realistic alternative but to make the
payments.

1.26 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.

Entity as a lessor

Assets leased to third parties under operating leases are included in property, plant and
equipment in the statement of financial position. They are depreciated over their expected
useful lives on a basis consistent with similar owned property, plant and equipment.

Where the assets are not owned by the entity, an agreements giving the right to use the
assets are in place. The assets will not be included in property, plant and equipment in the
statement of financial position and will not be depreciated by the entity.

Rental income (net of any incentives given to lessees) is recognised on a straight-line basis
over the lease term.
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1.26 Leases (continued)

Entity as the lessee

Leases in terms of which the entity assumes substantially all the risks and rewards of
ownership are classified as finance leases and where the lessor retains substantially all the
risks and rewards of ownership are classified as operating leases.

Upon initial recognition the finance leased asset is measured at an amount equal to the
lower of its fair value and the present value of the minimum lease payments and the
corresponding liabilities are raised. Subsequent to initial recognition, the asset is accounted
for in accordance with the accounting policy applicable to that asset. Lease payments are
allocated between the lease finance cost and the capital repayment using the effective
interest rate method. Lease finance costs are expensed when incurred.

Payments made under operating leases (net of any incentives received from the lessor) are
charged to the Statement of Financial Performance on a straight-line basis over the period
of the lease.
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Figures in Rand 2017 2016

2. Changes in accounting policy

There were no changes in accounting policies during the financial year.
3. New standards and interpretations
3.1 Standards and interpretations effective in the current year

In the current fnancial year, the entity has adopted all the following standard that is effective
for the current financial year and that may be relevant to its operations.

Standard/ Interpretation: Effective date: Expected impact:
Years beginning on or
after
GRAP 18: Segment reporting To be determined The effects on the financial statements are limited :

the standard is being implemented. However, the
effective date for entities is to be determined by the
Minister of Finance.

4. Receivables from exchange transactions

Trade debtors 296,552 -

Receivables from exchange transactions past due but not impaired

Receivables which are less than 3 months past due are not considered to be impaired. At
30 June 2017, R 125,970 (2016: R -) were past due but not impaired.

The difference between the amount below and the amount disclosed here relate to
receivables that are not yet past due.

The ageing of amounts past due but not impaired is as follows:
3 to 6 months 125,970 -

Receivables from exchange transactions impaired

As of 30 June 2017, there were no receivables from exchange transactions impaired and
provided for.

The total receivables from exchange transactions is owed by Progress Flight Academy for
the utilisation of runways 16/34, 12/30 two hangars and the terminal building at the
Somerset East aerodrome. The lease agreement is for a period of 9 years and 364 days
and this is the first year of the agreement.

Management has considered the impairment of the amount past due by considering the
new agreement entered into as well as the circumstances of the debtor and can confirm
that the debtor will pay the outstanding balance in the new financial year. Therefore, no
impairment was raised.
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