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Term

Definition

Business plan

A document that summarises the work of a department or municipal
entity. It highlights the functions of the department or entity, its
organisational arrangements, planned activities as well as the costs
associated with delivering on its mandate. The planned activities of the
Tshwane Economic Development Agency revolve around economic
development interventions to address socio-economic challenges
such as unemployment, inequality and poverty. A business plan also
outlines related budget requirements for such interventions.

Deliverables

Set targets for a financial year that relate to the overall strategic
objectives of the Tshwane Economic Development Agency. The
deliverables must be in line with the five-year targets as reflected in
the 2016/21 Integrated Development Plan and must demonstrate a
progressive movement towards achieving the City of Tshwane’s goals.

IDP scorecard

Identifies the strategic objectives for the five-year term in line with the
long-term vision, Tshwane Vision 2030.

SDBIP scorecard

Drives service delivery using the Municipality’s approved budget.
Departments and municipal entities are expected to align their KPIs to
the approved budget and related projects.

Departmental
scorecard

Reflects the planned activities of a department or entity in line with its
functions. Targets set in the departmental scorecard are broken down
into quarterly targets. The scorecard is used to monitor a department
or entity’s performance on a quarterly basis.

Strategic focus area

Area of immediate importance that supports a strategic priority area
and a department or entity’s functional areas. The key focus areas
represent the work of the department or entity and support the
organisational strategy.

Functional area

Part of the approved organisational structure of the City of Tshwane
(micro structure). It is an area of work of a department or municipal
entity and has been budgeted for.

Indicator

Statement of measurement that is used to indicate whether progress is
being made in achieving a goal. An indicator provides a framework for
gathering data for measurement and reporting; translates a complex
concept into a simple measurable operational variable; enables the
review of the goal and objectives; assists in policy review processes;
and helps to provide feedback to the Municipality and staff. The
approved IDP 2016/21 and its first review contain such indicators.
Departments and municipal entities are encouraged to improve their
indicators in line with their set targets.

Key performance
area

An area of focus that defines tasks and activities that are carried out
in support of set objectives.

Strategic objectives
(City of Tshwane)

The Performance Management Guidelines state that “components
of the IDP need to be translated into a set of clear and tangible
objectives. The statement of objectives requires a tangible, measurable
and unambiguous commitment to be made. In setting objectives, a
municipality needs to carefully consider the results desired; review the
precise wording and intention of the objective; avoid overly broad
results statements; be clear about the scope and nature of change
desired and ensure that objectives are outcome and impact focused.
In line with the guidelines, the revised strategic objectives, as per the
2016/21 IDP revision, are:
1) Provide sustainable service infrastructure and human settlement
management;
2) Promote shared economic growth and job creation;
3) Ensure sustainable, safer cities and integrated social development;
4) Promote good governance and an active citizenry;
5) Ensure improved financial sustainability; and
6) Ensure continued organisational development, transformation
and innovation.

Strategic objective
(TEDA)

What TEDA intends to do or produce in order to achieve its vision and
mission.
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Abbreviation

Full name

COID
ICT
IDP
KPI
MMC
OECD
OPCA
PPP
SANEC
SCM
SDBIP
SMME
SO
TEDA
TITIIC

Compensation for Occupational Injuries and Diseases
Information and Communication Technology
Integrated Development Plan
Key Performance Indicator
Member of the Mayoral Committee
Organisation for Economic Cooperation and Development
Operation Clean Audit
Public Private Partnership
South African Netherlands Chamber of Commerce
Supply Chain Management
Service Delivery and Budget Implementation Plan
Small, Medium and Micro Enterprise
Strategic Objective
Tshwane Economic Development Agency
Tshwane International Trade and Infrastructure Investment Conference

PURPOSE
This document presents the 2016/17 Annual Report, compiled in compliance with the Municipal
Finance Management Act, 2003 (Act 56 of 2003), and the Municipal Systems Act, 2000 (Act 32
of 2000), as amended. It reflects on the performance of the Tshwane Economic Development
Agency (TEDA) for the period 1 July 2016 to 30 June 2017.
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AND EXECUTIVE SUMMARY
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1.1

FOREWORD BY THE
CHAIRPERSON

feasibility studies for some of our key projects
like the Agro-processing Hub project in the
east of the capital.
In line with the appetite to reach higher levels
of maturity, TEDA is ready to take responsibility
for some of the City of Tshwane’s catalytic/
strategic projects in order to ensure that the
entity is the implementation vehicle of the
City of Tshwane.
At the front of financial performance, TEDA
continues to exemplify prudency as expressed
through, amongst others, living up to its
expenditure plans against set performance
objectives, which resulted in few audit findings.

Prof. David Luka Mosoma
CHAIRPERSON
TEDA is progressively claiming its space in
positioning itself as a premium entity of the
City of Tshwane.
In the 2016/17 financial year, the entity has
done well in terms of its performance targets
as indicated in the tables below. This reporting
year followed another good performance in
the 2015/16 financial year where very few
targets were not met, the missed targets
being due to external dependencies. This
is a performance risk we are continuing to
address with the shareholder to ensure that
such experiences are avoided.
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TEDA has gained good traction in its
core business of promoting investment in
Tshwane and undertaking a set of economic
development projects which will soon
change the economic landscape of the city.
The entity managed to mobilise funding from
its strategic partners to assist with detailed

TEDA’s Board has had impressive ratings from
the City of Tshwane’s internal and external
audits of its governance and oversight
scorecard.
The few challenges which continue to impact
TEDA’s work include the lack of financial
sustainability and certainty in respect of TEDA’s
mandate. For its part, TEDA has demonstrated
its capacity to conceptualise, plan and
implement projects, trade and investment
promotion initiatives in line with the City of
Tshwane’s guiding strategic frameworks.

1.2

REPORT OF THE CHIEF EXECUTIVE OFFICER

Mr S. Mogaladi
CHIEF EXECUTIVE OFFICER (CEO)

Vision
The vision of the Tshwane Economic Development Agency is to be a catalyst for economic
growth and development to position Tshwane as a globally competitive capital city.

Mission
The mission of the Tshwane Economic Development Agency is to provide integrated and
innovative economic development solutions through investment promotion and funding,
programme management and property management.
The predetermined objectives and targets set out for the year under review were realised
through the entity’s four strategic objectives, namely the following:
•

To develop, facilitate and promote viable foreign and local investment in
Tshwane.

•

To identify, design and develop, and manage projects with strategic economic
and social benefits for the greater Tshwane community.

•

To promote Tshwane as a destination for investment through the implementation
of integrated marketing and communication programmes.
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•

To establish and build TEDA as a strong and effective organisation in the context
of good governance best practices.

To achieve the above-mentioned strategic objectives, TEDA has structured its operations
around three programmes whose cross-cutting functions enable it to operate in an efficient
and effective manner.
These programmes are the following:
•

Programme 1: Strategic Management, Finance and Administration

•

Programme 2: Projects Portfolio Management

•

Programme 3: Investment Promotion and Funding

Key policy developments
There have been no significant changes to TEDA’s legislation and mandate. TEDA’s work is
guided by the City of Tshwane’s 2016–2021 Integrated Development Plan (IDP) and Tshwane
Vision 2030 transformation projects, in particular economic transformation.

Key service delivery improvements
During the year under review, the City of Tshwane reviewed the future of its entities including
TEDA. The City resolved not to disestablish TEDA, but to put sufficient measures in place in
order to monitor and evaluate the operations of the entity over the next twelve months, after
which its mandate may be re-evaluated. The review of the entity’s service delivery agreement
as well as its mandate in the next financial year would ensure that the issues surrounding the
entity’s direction and financial sustainability are resolved.
TEDA made significant progress towards achieving its strategic objectives as set out in the
2016/17 Business Plan, despite financial as well as human resource constraints. The 2016/17
scorecard had to be adjusted with the removal of three strategic objectives (SOs), which
adjustment was approved by Council in April 2017.
TEDA’s organisational performance has greatly improved. The entity achieved 13 out of 16
key performance indicators (KPIs) in the 2015/16 financial year, whereas in the 2016/17 year
it achieved all 13 of its KPIs. I can therefore report proudly on the following successes of the
entity:
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•

The entity, through its facilitation role in the Tshwane Freight Terminal and Logistics
Hub, has facilitated an investment amounting to R1, 2 billion. The investment is
expected to create 80 temporary jobs during construction and 400 permanent
jobs in the first three years of operation. The investment contributes directly to the
City of Tshwane’s SDBIP KPI of rand value of investment attracted to the city and
number of income-earning opportunities facilitated.

•

The entity completed a high-level detailed feasibility study for the Tshwane Agroprocessing Hub’s bio-energy facility as well as a prefeasibility study of the Clothing
and Textile Hub.

•

TEDA, in collaboration with the Department of Trade and Industry, hosted three
export-capacity-building workshops so as to develop and capacitate Tshwanebased businesses to succeed in exporting their goods and services to the global
market.

•

TEDA undertook an international benchmarking and information-gathering
project in Ireland. The outcome would assist TEDA to develop a training course
on best practices so as to attract foreign direct investment, advise on how to
develop and implement a world-class aftercare programme, and develop a
value proposition for the aerospace industry.

•

Four trade missions were undertaken in the period under review. The last mission
was the Paris Air Show and was led by the MMC for Economic Development and
Spatial Planning.

•

As part of promoting Tshwane as an investment destination, TEDA participated in
seven exhibitions and trade shows.

•

The entity partnered with the South African Netherlands Chamber of Commerce
(SANEC) for the Ambassadors Luncheon in the period under review. The topic for
discussion was the impact of infrastructure on trade and economic growth. The
Executive Mayor of Tshwane delivered a keynote speech.
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1.3

EXECUTIVE SUMMARY

TEDA is a municipal entity that was established in November 2006 and is solely owned by
the City of Tshwane. TEDA is largely governed by the Companies Act, 2008 (Act 71 of 2008),
the Municipal Systems Act, 2000 (Act 32 of 2000), as amended, and the Municipal Finance
Management Act, 2003 (Act 53 of 2003), as amended, and its regulations.
The service delivery agreement entered into by TEDA and the City of Tshwane sets the mandate
and the business plan for the entity. The predetermined objectives and targets set out in the
business plan were attained through the entity’s four strategic objectives, namely the following:
•

To develop, facilitate and promote viable foreign and local investment in Tshwane

•

To identify, design and develop, and manage projects with strategic economic
and social benefits for the greater Tshwane community

•

To promote Tshwane as a destination for investment through the implementation
of integrated marketing and communication programmes

•

To establish and build TEDA as a strong and effective organisation in the context
of good governance best practices

To achieve the above-mentioned strategic objectives, TEDA has structured its operations
around three programmes whose cross-cutting functions enable it to operate in an efficient
and effective manner.
The programmes are:
•

Programme 1: Strategic Management, Finance and Administration
The purpose of this programme is to provide effective and efficient management
as well as strategic and administrative support to the organisation. The programme
consists of strategic management, finance and governance, and corporate
services.
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•

Programme 2: Projects Portfolio Management
The purpose of this programme is to deliver a range of developments and
programmes aimed at achieving the goals outlined in Tshwane Vision 2030, within
the parameters of TEDA’s mandate from the City of Tshwane as approved by
Council. The programme consists of infrastructure and industrial developments,
and inner city and designated areas sub-programmes.

•

Programme 3: Investment Promotion and Funding
The purpose of this programme is to promote and facilitate trade and investment
in Tshwane. The programme consists of investment promotion and aftercare,
export development and promotion, as well as marketing and communication
sub-programmes.
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CHAPTER 2
CORPORATE GOVERNANCE

17

2.1

CORPORATE GOVERNANCE

Table 1: Board of Directors
Board member
Prof. DL Mosoma
(Chairperson)

Bahula-Ermias, RS*

Capacity:
Executive/nonexecutive

Race

Gender

Board committee
membership
Board Chairperson

Non-executive

Non-executive

African

African

Male

Female

Chairperson: Social and
Ethics Committee
Finance and Risk
Committee
Projects Committee

Gouvelis, H

Non-executive

White

Male

Human Resources and
Remuneration Committee
Projects Committee

Mpungose, ZG

Non-executive

African

Female

Trade and Investment
Committee
Human Resources and
Remuneration Committee
Projects Committee

Mpyane, CR*

Non-executive

African

Male

Trade and Investment
Committee
Projects Committee

Mzizi, SP

Sibanda, FK

Singh, N

Non-executive

Non-executive

Non-executive

African

African

Indian

Female

Male

Female

Finance and Risk
Committee
Human Resources and
Remuneration Committee
Trade and Investment
Committee
Chairperson: Finance and
Risk Committee
Social and Ethics
Committee
Finance and Risk
Committee

Thubakagale, JL

Yates, M
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Non-executive

Non-executive

African

White

Male

Male

Chairperson: Human
Resources and
Remunerations Committee
Chairperson: Projects
Committee
Trade and Investment
Committee

Board member
Mogaladi

Capacity:
Executive/nonexecutive
Executive

Race
African

* This non-executive director retired on 30 June 2017.

Gender
Male

Board committee
membership
Social and Ethics
Committee
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2.2

LEGISLATIVE FRAMEWORK PRESCRIBING THE
FUNCTIONS OF THE ENTITY

TEDA strives to comply with the Constitution of the Republic of South Africa and the enabling
general legislative prescripts. In particular, TEDA is committed to comply with the following acts
and their regulations:
•

Companies Act, 2008 (Act 71 of 2008)

•

Local Government: Municipal Finance Management Act, 2003 (Act 56 of 2003)

•

Local Government: Municipal Systems Act, 2000 (Act 32 of 2000)

•

Broad-based Black Economic Empowerment Amendment Act, 2016 (Act 46 of
2016)

•

National Environmental Management Act, 1998 (Act 107 of 1998)

•

Occupational Health and Safety Act, 1993 (Act 85 of 1993)

•

Labour Relations Act, 1995 (Act 66 of 1995)

•

Basic Conditions of Employment Act, 1997 (Act 75 of 1997)

•

Employment Equity Act, 1998 (Act 55 of 1998)

•

Promotion of Access to Information Act, 2000 (Act 2 of 2000)

•

Skills Development Act, 1998 (Act 97 of 1998)

TEDA approved its Corporate Governance Policy Framework in April 2014. Among other
things, the framework sets out the roles and responsibilities of the shareholder, board and
management. The framework was developed in line with the King IV Report on Corporate
Governance, 2016 (King IV). It also incorporates the Code of Conduct for Employees and
Directors, the Fraud Prevention Policy, the Conflict of Interests Policy and the ICT Governance
Framework. TEDA adopted various human capital policies in compliance with labour market
legislation.
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TEDA reviewed the Delegations of Authority Framework and the Supply Chain Management
Policy which allocate powers and functions to the Board, management committees, CEO and

individual executive managers. The sub-delegations were also developed and adopted by the
Executive Committee in order to ensure speedy approval processes and to allow managers
to manage.

2.2.1 FUNCTIONING OF THE BOARD AGAINST THE 2016/17 WORK
PLAN
The Board approved the Annual Work Plan at the beginning of the financial year. This plan
guided the work of the Board and its committees. The Board established the following
committees to strengthen its oversight role:

2.2.1.1 Projects Committee
The mandate of this committee is to advise the Board on the implementation of TEDA’s projects
portfolio. The committee uses the Project Management Framework adopted by the Board in
order to perform its functions. During the year under review, three projects were identified,
while the City started the process of transferring additional projects to TEDA.

2.2.1.2 Trade and Investment Committee
The mandate of this committee is to advise the Board on the City of Tshwane’s economic
development initiatives, which include investment attraction, marketing and communication.
During the year under review, TEDA participated in several outbound missions aimed at
promoting local companies, successfully convened TITIIC and empowered SMMEs through
various trade initiatives.

2.2.1.3 Human Resources and Remuneration Committee
The mandate of this committee is to advise the Board on the development and implementation
of remuneration and recruitment policies of TEDA as well as other human capital policies. The
committee spearheaded the organisational design intervention which will ensure that that
TEDA has the right organisational structure with appropriate competencies among its staff in
order to deliver on TEDA’s strategic objectives.

2.2.1.4 Finance and Risk Committee
This committee’s terms of reference include overseeing the development of financial and
organisational performance policies, overseeing the development and management of risks,
ensuring an effective internal audit function and ensuring that the entity addresses external
audit findings. The committee also monitors the entity’s compliance with key legislation and
the King III Report.
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2.2.1.5 Social and Ethics Committee
This committee was established in terms of the Companies Regulations, 2011. Its terms of
reference include monitoring the activities of the company on matters related to socioeconomic development and the company’s standing with regard to the principles set out
in the UN Global Compact Principles, the Organisation for Economic Cooperation and
Development (OECD) recommendations regarding corruption, the Employment Equity Act,
1998 (Act No. 55 of 1998), the Broad-Based Black Economic Empowerment Amendment Act,
2013 (Act No. 46 of 2013) and TEDA’s corporate social responsibility.

2.2.1.6 Audit and Performance Committee of the City of Tshwane and its
municipal entities
The internal audit and risk function is performed by the City of Tshwane on behalf of TEDA. The
City of Tshwane’s Audit Committee is also TEDA’s Audit and Risk Committee.

Board committee meetings: 2016/17 financial year
Table 2: Board committee meetings

Name
of board
member
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Human
Trade and
Social
Finance
Resources
Projects
Board Investment and Ethics
and Risk
and
Committee
Committee Committee Committee
Remuneration
Committee

Total

Prof DL
Mosoma
(chairperson)

8

-

1

-

-

-

9

BahulaErmias, RS

7

-

-

5

3

-

15

Gouvelis, H

8

-

-

-

3

2

13

Mpungose,
ZG

8

4

-

-

-

2

14

Mpyane, CR

9

3

-

-

3

1

16

Mzizi, SP

7

-

-

7

4

-

18

Sibanda, FK

8

3

-

-

-

1

12

Singh, N

8

-

1

7

-

-

16

Thubakagale,
JL

9

-

-

5

-

2

16

Yates, M

9

4

-

-

4

-
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Directors’ remuneration
Table 3: Total remuneration of non-executive directors, 2016/17
Number

Surname

Initials

1

Mosoma

LD

R151 690

2

Bahula- Ermias

RS

R102 840

3

Gouvelis

H

R120 409

4

Mpungose

ZG

R144 405

5

Mpyane

C

R147 833

6

Mzizi

SP

R139 263

7

Sibanda

FK

R99 841

8

Singh

N

R149 547

9

Thubakgale

JL

R122 123

10

Yates

MW

R159 831

Total

R 1 337 783

2.3

Year to date

RISK MANAGEMENT AND INTERNAL CONTROLS

2.3.1 TEDA’S RISK MANAGEMENT STRATEGY
TEDA has adopted the Enterprise Risk Management Strategy and Policy of the City of Tshwane
and its entities. The strategy lays out the guiding principles for managing risk across the
[organisation.

2.3.2 PROVISION OF TEDA’S RISK MANAGEMENT PLAN
TEDA’s risk management implementation plan was developed in line with a risk maturity
assessment that was performed by PricewaterhouseCoopers. The implementation plan
outlined the risk management activities that the entity will implement in order to improve its risk
maturity level.
TEDA’s strategic risk plan was developed through a consultative process that involved all
the unit heads. Strategic risks were identified and submitted to the Board for approval and
subsequently approved by the City Risk Committee and Council.
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2.3.3 STRATEGIC RISK REGISTER
TEDA’s strategic risk register was developed through workshops and one-on-one consultation
processes with the entity’s business units. The register was discussed by the Finance and Risk
Committee for further inputs and approved by the Board. The Group Audit and Risk Department
monitored the implementation of the action plans to ensure that the entity mitigates all
unacceptable risks.

Table 4: TEDA’s strategic risk register
Strategic risk

RR

Inadequate marketing
of Tshwane as an
investment destination
Inadequate
compliance with
governance
framework
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To increase marketing of City of Tshwane
investment opportunities, eg projects and
incentives from the policy framework.

2.

To undertake both inbound and outbound trade
missions in order to attract investments and
identify foreign markets.

3.

To target investors for particular sectors (investor
targeting) using both country and company
analysis and investment seminars.

4.

To increase lead generation, facilitation and
follow-up, as well as company visitations as part
of investment expansion and aftercare.

5.

To share information on investing in Tshwane
(assistance with business permits, access to
opportunities, skills availability, etc).

1.

To review the service delivery agreement in order
to secure City of Tshwane support for TEDA.

2.

To continue mobilisation of funding from external
partners.

1.

To establish project oversight committees to
monitor progress on projects in which TEDA is
involved.

2.

To develop service-level agreements and project
charters for projects linked to the business plan.

1.

To implement various marketing and
communication strategies (digital marketing,
regular posts on the web, etc).

2.

To develop biannual investment bulletins.

1.

To monitor the OPCA action plan in order to
address identified weaknesses.

2.

To compile a full list of compliance indicators,
norms and standards in line with all applicable
legislations and regulatory frameworks.

LOW

1.

HIGH

Delays in
implementation of
projects

LOW

Inability to implement
the financial
sustainability model

HIGH

MEDIUM

Failure to attract
investments

Management action plan

2.3.4 RISK MANAGEMENT ASSESSMENT PROCESSES FOLLOWED
TEDA adopted the Public Sector Risk Management Framework of the National Treasury and the
King III Report on Corporate Governance in order to ensure that its risk management processes
are in line with best practices as indicated in the Enterprise Risk Management Policy for the
City of Tshwane and its entities.
Risks within TEDA are assessed, reviewed and identified annually. The aim of review and
identification is to minimise the risks faced by the entity as much as possible and to fulfil the
expectations of the shareholder and other stakeholders.
To ensure TEDA’s future sustainability, management looked at the risks facing the entity
across its major risk categories, these being strategic, financial, operational, governance and
information technology risks.
TEDA management is responsible for ensuring that the Enterprise Risk Management Strategy
and Policy are implemented. Therefore, management ensures that the action plans as
approved by the Board are carried out.
In the year under review, TEDA developed a risk appetite framework that outlines the risk
acceptance parameters, escalation process and minimum actions required for managing
risks that are within and/or outside TEDA’s risk appetite.
The objective of the Risk Appetite Framework is to articulate the process that will be adopted
to embed risk appetite and its disciplines in TEDA’s management protocol.

2.3.5 TEDA’S RISK MANAGEMENT, INTERNAL AUDIT AND AUDIT
COMMITTEE FUNCTION
The internal audit and risk function is performed by the City of Tshwane on behalf of TEDA,
and the City of Tshwane’s Audit Committee is TEDA’s Audit and Risk Committee. The Internal
Audit Unit and the Audit Committee are responsible for ensuring the effectiveness of internal
controls and reports such to the Audit and Performance Committee. These committees use
information drawn from various sources to carry out their reviews. The Board is represented on
these committees, and information from the Risk Committee is passed to the Board for final
ratification and approval.
Managers identify and manage all risks in their areas of responsibility; risks are mitigated through
enhanced internal control measures. Further assurance is provided by external auditors and
other external specialists.
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The Internal Audit Unit provides objective assurance to management, the Board and the Audit
and Performance Committee. The internal audit annual work plan is developed in conjunction
with TEDA’s management and focuses on key risks and key internal controls. Where Internal
Audit makes recommendations, management must develop and implement corrective action
plans and address the root causes of deviations. Corrective actions are tracked on a regular
basis by the City’s Internal Audit Unit and the results are reported to executive management,
the Audit and Performance Committee and the Board.

2.4

ENTITY’S SUPPLY CHAIN PROCESSES AND
PROCEDURES

2.4.1 Supply chain management process
Supply chain management (SCM) is an integral part of financial management and its role is
to provide support in terms of goods and professional services procured by TEDA. Goods and
services are procured through a system that is fair, equitable, transparent, competitive and
cost-effective, and historically disadvantaged individuals and black economic empowerment
are the chief driving forces when allocating contracts.
SCM is divided into the following five phases:
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•

Demand management: Demand management deals with identifying the need
for goods and services, ensuring that requirements are linked to the budget,
the stakeholder analysis, specifications or terms of reference, preferential
procurement strategies, evaluation criteria, lead and delivery times, the cost of
goods and services, and the necessary approvals for the acquisition of goods
and services. In this phase, the end user plays the biggest role and is assisted
by the Procurement Unit. To facilitate this process, a specification committee is
appointed which consists of the end user, supply chain management and any
other relevant role players.

•

Acquisition management: In this phase, a decision is made on how to approach
the market. The total cost of ownership is determined. Bid documents are
compiled. Bids are invited and evaluated, and contracts are signed. This phase
is executed by the Procurement Unit with some assistance from the end user
and other role players. To facilitate this process, a bid evaluation committee is
appointed which consists of the end user, supply chain management and any
other relevant role players. A tender committee (or bid adjudication committee)
is also appointed to evaluate the adjudicated contracts.

•

Logistics management: This phase elaborates on the requisitioning of goods in
storage (inventory management) for issuing to end users on request. These items
are kept in storage due to the repetitive or frequent nature of requests for them,

which makes it impractical to invite price quotations for each request. Orders are
placed with suppliers that are registered on a supplier database. The process of
placing, receiving and dispatching orders falls within the ambit of this phase.
•

Disposal management: In this phase, unserviceable, redundant or obsolete
movable items are discarded. A disposal committee is appointed to recommend
a proper disposal strategy. Disposal management is conducted in accordance
with delegated powers or authority.

•

Supply Chain management performance: This final phase focuses on monitoring
projects at their completion stage, i.e. whether the desired objectives and goals
have been achieved.

SCM also takes care of the effective, efficient, economic and transparent use, management,
safeguarding and maintenance of assets. Various types of forms are utilised to ensure proper
control while relocating and/or moving assets around. Assets are physically assessed annually
so as to determine their useful life. This is accomplished through inspecting the physical
condition of the assets.

2.4.2 Supply chain management capacity in TEDA
Currently, SCM is carried out by the following two permanent staff members:
DESIGNATION

RESPONSIBILITY

Senior Manager: Supply
Chain Management

Supply chain management and policy development

Manager: Supply Chain
Management

Tender administration

2.4.3 Approval of Supply Chain Management Policy in line with the
Municipal Finance Management Act, 2003 (Act 56 of 2003)
All SCM policies are approved by the Board through the Finance, Risk and Governance
Committee. Before approval is granted or the policy is adopted, it is ensured that the policy is
aligned with all relevant legislative frameworks such as the SCM Guide for Municipal Accounting
Officers, the Municipal Finance Management Act, 2003 (Act 56 of 2003 the Municipal Supply
Chain Model, the Preferential Procurement Policy Framework Act, 2000 (Act 5 of 2000) and
Treasury regulations as well as practice notes and circulars, etc.
The following table lists the SCM committees and their related functions.
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FUNCTIONS AND PURPOSE OF COMMITTEE

No person, advisor or corporate entity involved with the bid
specification committee, or director of such a corporate
entity, may bid for any resulting contracts.

Supply Chain A bid specification committee compiles the specifications 1
Management for each procurement of goods or services by the municipal
Policy
entity. A bid specification committee is composed of one
or more officials of the municipal entity, preferably the
manager responsible for the function involved, and it may,
when appropriate, include external specialist advisors.

GUIDELINES

The Bid Evaluation Committee must evaluate bids in
accordance with the specifications and criteria specified
in the bid documentation for a specific procurement and
evaluate each bidder’s ability to execute the contract.
It checks, in respect of the recommended bidder,
whether municipal rates and taxes and municipal service
charges are not in arrears, and it submits a report and
recommendations to the Bid Adjudication Committee with
regard to awarding the bid or any other related matters.

1

1

NUMBER OF
ACTUAL
MEETINGS
MEETINGS
PLANNED

Bid Evaluation Supply Chain A bid evaluation committee must be cross-functional and 1
Committee
Management must consist of officials from the end user that requires the
Policy
good, works or services, and at least one supply chain
management official.

Bid
Specification
Committee

SUPPLY CHAIN
MANAGEMENT
COMMITTEE

Table 5: TEDA’s supply chain committees and functions
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None

None

REASONS
FOR
DEVIATION

Not applicable

Not applicable

INTERVENTION/
ACTION TAKEN

Bid
Adjudication
Committee

SUPPLY CHAIN
MANAGEMENT
COMMITTEE
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FUNCTIONS AND PURPOSE OF COMMITTEE

It must ensure that scoring has been fair, consistent and
correctly calculated and applied and that declarations of
interest have been noted.

The Bid Adjudication Committee must ensure that
all necessary bid documents have been submitted,
that disqualifications are justified and that valid and
accountable reasons and motivations were furnished for
passing over bids.

The Bid Adjudication Committee must consider the report
and recommendations of the Bid Evaluation Committee
and make a recommendation to the Accounting Officer.

A bid adjudication committee must consist of at least four
TEDA senior officials and a technical expert in the relevant
field or an end user. The chairperson of the committee
should be the Chief Financial Officer. Neither a member of
a bid evaluation committee nor an advisor or person that
assists the bid evaluation committee may be a member of
a bid adjudication committee.

1

NUMBER OF
ACTUAL
MEETINGS
MEETINGS
PLANNED

Supply Chain The Bid Adjudication Committee must be cross-functional, 1
Management and at least one member should be a supply chain
Policy
management practitioner.

GUIDELINES
None

REASONS
FOR
DEVIATION
Not applicable

INTERVENTION/
ACTION TAKEN

Petty cash

PROCUREMENT METHOD
AND REQUIREMENTS

Three formal written
quotations and tax
clearance compliance

Three formal written
quotations and
Preferential Procurement
Policy Framework Act
(PPPFA), tax clearance
compliance

Competitive bidding
process (tenders):
Preferential Procurement
Policy Framework Act
(PPPFA, tax clearance
compliance

R10 001 to
R30 000

R30 001 to
R200 000

Unlimited

R2 001 to R10 000 Verbal quotation

0 to R2 000

VALUE OF
PURCHASE

CEO

CFO

CFO

CFO

CFO

DELEGATED
AUTHORITY

PROCUREMENT
REQUIREMENTS
DEVIATIONS

Appointment of law
firm for facilitation of
appeal resulting from
restructuring process on
behalf of TEDA to the
value of R142 100

n/a

n/a

n/a

Board
of n/a
Directors

CEO

CEO

CEO

CEO

OVERSIGHT
ROLE
REASONS

n/a

Paragraph 25.17.3(e) of the
Supply Chain Management
Policy

Regulation 36(1)(v):
Exceptional cases where it
is impractical or impossible
to follow procurement
processes

n/a

n/a

n/a

Table 6: TEDA Bid Adjudication Committee structure and non-compliance with the requirements
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n/a

Ratified by the
Board

n/a

n/a

n/a

INTERVENTION/
ACTION TAKEN

CHAPTER 3
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3.1

PERFORMANCE AGAINST TEDA’S SCORECARD FOR
2016/17

3.1.1 Performance overview
In the year under review, the entity achieved 13 out of 13 key performance indicators in
accordance with the amended 2016/17 scorecard below.
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Trade and investment
intelligence acquired

Export development
and promotion services
provided

Trade and investment
missions undertaken

Investment attracted

Facilitate economic growth
that is labour-absorptive

1.2

1.3

1.4

1.5

Output

1.1

Number

Number of opportunities to
earn income facilitated by
TEDA

Rand value of investment
attracted to the City by
TEDA

Number of trade and
investment missions
participated in

Number of capacitybuilding initiatives held for
SMME export readiness

Number of trade and
investment reports
produced

Performance indicator

300

R1 billion

3

2

3

Annual
target

Strategic Objective 1: To develop, facilitate and promote viable foreign and

3.1.2 Performance assessment (scorecard)
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400

R1,2 billion

4

3

3

Annual
performance
achieved

Achieved

Achieved

Achieved

Achieved

Achieved

Achieved/Not
achieved

-

-

-

-

-

Comments/Reason
for deviation/
Corrective measure

Tshwane Agroprocessing Hub

Tshwane freight
terminal and
logistics hub

Revitalisation
of Groenkloof
Nature Reserve

Clothing and
textile hub

Tshwane agroprocessing hub
bioenergy facility

2.2

2.3

2.4

2.5

Output

2.1

Number

Feasibility study
produced

Pre-feasibility study
produced

Preparation work
on refurbishment
completed

Project feasibility
study facilitated

Annual performance
achieved

Feasibility study of
the Tshwane agroprocessing hub
bioenergy facility

Pre-feasibility study of
the Hub

Project
implementation on
preparatory work
(eg environmental
impact assessment,
designs and permits)

Quarterly project
reports

Feasibility study of
the Tshwane agroprocessing hub
bioenergy facility
completed

Pre-feasibility study of
the hub completed

Project implementation
on preparatory work
completed

Quarterly project reports
produced

Preliminary design of the
hub completed

Infrastructure
Infrastructure feasibility
feasibility study for the study report
hub

Annual performance
target

Preliminary design of Preliminary design of
the Hub produced
the hub

Infrastructure
feasibility study for
the hub produced

Performance
indicator

Achieved

Achieved

Achieved

Achieved

Achieved

Achieved

Achieved/Not
achieved

-

-

-

-

-

-

Comments/Reasons
for deviation/
Corrective measures

Strategic Objective 2: To identify, design, develop and manage projects with strategic economic and social benefits for the
greater Tshwane community
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City’s increased
competitiveness

Output

Number of exhibitions and
trade shows participated in

Performance indicator
4

7

Annual
performance
achieved
Achieved

Achieved/Not
achieved
-

Comments/Reasons
for deviation/
Corrective measures

4.1

Number

Approved
quarterly risk
control matrix

Output

Percentage of strategic
risks monitored against the
approved strategic risk
register

Performance indicator
100%

Annual
performance
target
100%

Annual performance
achieved

Achieved

Achieved/Not
achieved

-

Comments/Reasons for
deviation/Corrective
measures

Strategic Objective 4: To establish and build TEDA as a strong and effective organisation in the context of good governance best practice

3.1

Number

Annual
performance target

Strategic Objective 3: To promote Tshwane as a viable investment destination through the implementation of an integrated marketing and
communication programme
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3.1.3 Performance improvement measures
The entity seeks to align its performance management and reporting processes with the City’s
Performance Management Framework. Progress towards achieving TEDA’s KPIs is assessed
using the performance scorecard, which measures performance in terms of both the service
delivery mandate, and financial and other resource management processes. The scorecard
targets aim to improve performance and efficiency and to achieve long-term goals.
The entity also has appropriate systems in place to ensure that reports include valid, accurate
and actual achievements against planned objectives, indicators and targets.
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CHAPTER 4
ORGANISATIONAL DEVELOPMENT PERFORMANCE
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4.1

TEDA ORGANOGRAM AND STAFF COMPONENT

As at 30 June 2017, the entity had a total of 60 posts on the structure with 32 posts filled and a
vacancy rate of 47%. The following diagram represents TEDA’s organisational structure which
was approved by the Board in April 2015.

4.2

MANAGING THE ENTITY’S WORKFORCE

4.2.1 Totals for injuries, sickness, suspensions, and capacity
building/skills development and training
Injuries

Sickness

Suspensions

Capacity building/skills development and training

-

186

-

21

No injuries at work or suspensions were reported during the period under review. A total of 186
sick leave days were utilised and 21 training interventions took place successfully.

4.2.2 Employee expenditure
For the period under review, the total employee expenditure was R30 670 377.

4.2.3 TEDA’s employee totals and vacancies turnover
There are 60 approved positions on the organisational structure; 32 are filled and 28 are vacant.

Table 7: Number of approved positions filled and vacant
Number of
posts

Number of
filled posts

Number of
vacancies

Vacancies
percentage

Chief Executive Officer

7

4

3

42%

Finance Department

8

6

2

25%

Property Management

6

-

6

100%

Company Secretary

3

3

-

0%

Corporate Services

13

9

4

31%

Investment Promotions
and Funding

10

7

3

30%

Projects Portfolio
Management

10

3

7

70%

Internal Audit

2

-

2

100%

Risk and Compliance

1

-

1

100%

TOTAL

60

32

28

47%

Business units
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4.2.4 EEA report (female positions and people with disabilities)
The entity continues to prioritise employment equity and therefore strives to achieve annual
equity targets for race, gender and disability among staff. The following table shows the
employment equity profile of each job level.

Job Levels

Foreign
Nationals

Black (A/C/I) White

Gender

Disabilities

Total

M

F

M

F

M

F

M

F

M

F

Executives

4

2

-

1

-

-

4

3

-

-

7

Senior
management

4

1

-

-

-

-

4

1

-

-

5

Middle
management

2

5

-

-

-

-

2

5

-

-

7

Specialists

2

3

-

-

-

-

2

3

-

-

5

Support

3

5

-

-

-

-

3

5

-

-

8

Total permanent

15

16

-

1

-

-

15

16

-

-

32

-

-

-

-

-

-

-

-

-

-

-

15

16

-

1

-

-

15

16

-

-

32

Temps and interns
Grand total

4.2.5 Number of approved positions, filled and vacancies
Business units

Number of posts

Number of filled posts Number of vacancies

Chief Executive Officer

7

4

3

Finance Department

8

6

2

Property Management

6

-

6

Company Secretary

3

3

-

Corporate Services

13

9

4

IPF

10

7

3

Projects Portfolio
Management

10

3

7

Internal Audit

2

-

2

Risk and compliance

1

-

1

TOTAL

60

32

28
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4.2.6 Highlights, challenges and interventions
Highlights
•

The entity implemented initiatives and interventions such as stress management,
management responsibilities and relationship management in order to improve
the health and wellness of TEDA employees.

•

To encourage good performance, the entity implemented a Rewards and
Recognition Programme during the year under review.

Challenges

4.3

•

The moratorium on recruitment was not lifted. This impeded the organisation in
recruiting sufficient employees.

•

There was a lack of budget to implement some HR projects to build a conducive
culture.

•

There was a high employee turnover due to the uncertainty about the future of
the organisation; there have been four resignations in five months in the current
financial year.

TEDA’S TURNAROUND STRATEGY ON RECRUITMENT

A moratorium was placed on recruitment processes. TEDA will continue to apply for lifting of
the moratorium in order to fill critical posts deemed necessary to deliver on its mandate.
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4.4

DISCLOSURES

Remuneration of the executive, 2016/17 (Please refer to note 20 on page 100 in the
Annual Financial Statements)
During the 2016/17 financial year, TEDA has continued to develop its staff to ensure that the
organisation has the skills and expertise available in order to meet the changing demands of
its environment. A total of 21 skills development interventions were attended.

Table 8: Training and development
Institution

Degree or diploma

Male

Female

Total

A

C

I

W

A

C

I

W

Jamela

Finance for non-financial
managers

-

-

-

-

2

-

-

-

2

GVMP

Strategy formulation and
transformational leadership

2

-

-

-

4

-

-

-

6

UP

Conducting supply chain
performance to the South African
municipal environment

1

-

-

-

-

-

-

-

1

UP

Approaches to mapping
municipal income expenditure

1

-

-

-

-

-

-

-

1

Pink Elephant

ITIL Version 3 foundation

1

-

-

-

-

-

-

-

1

CLSkills
management

Verbal reasoning and
interpersonal skills

1

-

-

-

1

-

-

-

2

ITRISA

International trade course

-

-

-

-

1

-

-

-

1

UP

Financial management for nonfinancial managers

1

-

-

-

-

-

-

-

1

NOSA

Introduction to SAMTRACK public
training

-

-

-

-

1

-

-

-

1

PRISA

Social media and content
marketing

1

-

-

-

-

-

-

-

1

SACPCMP

CPD training

1

-

-

-

-

-

-

-

1

Heart solutions

Financial acumen

2

-

-

-

4

-

-

-

6

Unisa

Value-added tax

3

-

-

-

-

-

-

-

3

UP

Construction procurement process

2

-

-

-

-

-

-

-

2

Proactive
College

Monitoring

-

-

-

-

1

-

-

-

1

Peniel

HR management, recruitment and
selection

-

-

-

-

2

-

-

-

2

Peniel

Job analysis and job evaluation

-

-

-

-

3

-

-

-

3

Peniel

HRM and strategic leadership

-

-

-

-

1

-

-

-

1

Assessment &
RPL College

MFMP RPL programme

3

-

-

-

3

-

-

1

7
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Institution

Degree or diploma

Male

Female

Total

Assessment &
RPL College

Applying accounting principles
and decision making

1

-

-

-

-

-

-

-

1

Assessment &
RPL College

Conducting working capital
management activities

1

-

-

-

-

-

-

-

1

4.5

MANAGEMENT OF LEAVE

Table 9: Leave records
2016/17
Types of
leave

Description

Total
sick
leave

For special and
sick leave (medical
certificate, death
certificate and study
leave information
provided)

Days

Sick leave

Sick leave is time away from
work due to illness/injury.
Sick leave is categorised into
normal sick leave, temporary
incapacity
leave
and
permanent disability leave.

186

Required proof provided

186

Annual leave

Annual leave is paid time off
work granted by the employer
to employees to be used
for whatever the employee
wishes.

n/a

n/a

108

Study leave

Study leave is absence from
work granted in order to allow
employees to prepare for
and write exams or to attend
a specific/limited number of
classes.

n/a

Required proof provided

95

A total of 186 sick leave days, 95 study leave days and 108 annual leave days were utilised in
the 2016/17 financial year.
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4.6

HUMAN RESOURCES

Table 10: Staff movements
African

Coloured

Indian

White

Staff
movements

Male

Female

Male

Female

Male

Female

Male

Female

Appointments

1

-

-

-

-

-

-

-

Resignations

2

2

-

-

-

-

-

-

Suspensions

-

-

-

-

-

-

-

-

79

106

-

-

-

-

-

1

Sick leave

There was only one appointment made in the 2016/17 financial year, and four resignations
were processed.

Table 11: Employee totals, vacancies and turnover
Position

Status

Plan

Events Coordinator

Vacant

Recruitment is still on hold.

Senior Manager:
Strategic Services

Vacant

Recruitment is still on hold.

Supply Chain Officer

Vacant

Recruitment is still on hold.

Three vacancies currently exist at senior management level and appointments were
expected to be made at the end of Quarter 2 of the 2016/17 financial year; however, a
moratorium was placed on the filling of vacant posts.
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4.7

COMPETENCY LEVELS OF FINANCE AND SUPPLY
CHAIN OFFICIALS

Table 12: Progress report on financial competency development
Financial competency development: Progress report
Description

Total number of
officials employed by
the entity in line with
MFMA regulation
14(4)(a) and (c)

Consolidated:
Competency
assessments
completed for A
(Regulation 14(4)(b)
and (d))

Consolidated:
Total number
of officials
whose
performance
agreements
comply with
Regulation 16.

Consolidated:
Total number
of officials
that meet
prescribed
competency
levels.

Financial officials
Accounting
Officer

1

1

1

1

Chief Financial
Officer

1

1

1

Training in
progress

Finance Senior
Manager

-

-

-

-

Any other
financial
officers

2

2

2

Awaiting
certificate

Supply Chain Management officials
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Head of
Supply Chain
Management
Unit

-

-

-

-

Supply Chain
Management
Senior
Manager

1

1

1

Awaiting
certificate

Any other
Supply Chain
Management
officials

1

1

1

Awaiting
certificate

TOTAL

6

6

6

1
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Tshwane Economic Development Agency SOC Ltd
(Registration number 2006/019396/30)
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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) (MFMA) and the
Companies Act No.71 of 2008, as amended, to maintain adequate accounting records and is responsible for the
content and integrity of the annual financial statements and related financial information included in this report. It is the
responsibility of the accounting officer to ensure that the annual financial statements fairly represent the state of affairs
of the municipal entity as at the end of the period and the results of its operations and cash flows for the period ended
30 June 2017.
The annual financial statements have been prepared in accordance with the Standards of Generally Recognised
Accounting Practices (GRAP) including any interpretations, guidelines and directives issued by the Accounting
Standards Board.
The annual financial statements are based upon appropriate accounting policies consistently applied and supported
by reasonable and prudent judgments and estimates.
The accounting officer acknowledges that he is ultimately responsible for the system of internal financial controls
established by the municipal entity and places considerable importance on maintaining a strongly controlled
environment. To enable the accounting officer to meet these responsibilities, the accounting officer sets standards for
internal control aimed at reducing the risk of error or deficit in a cost effective manner. The standards include the
proper delegation of responsibilities within a clearly defined framework, effective accounting procedures and adequate
segregation of duties to ensure an acceptable level of risk. These controls are monitored throughout the municipal
entity and all employees are required to maintain the highest ethical standards in ensuring the municipal entity’s
business is conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk
management in the municipal entity is on identifying, assessing, managing and monitoring all known forms of risk
across the municipal entity. While operating risks cannot be fully eliminated, the municipal entity endevours to
minimise it by ensuring that appropriate infrastructure, controls, systems and ethical behavior 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 annual financial statements. However, any system of internal financial control can provide only
reasonable, and not absolute, assurance against material misstatement or deficit.
The accounting officer has reviewed the municipal entity’s cash flow forecast for the period ended 30 June 2017 and
current financial position. In the light of this review the accounting officer is satisfied that the entity has access to
adequate resources to continue in operational existence for the foreseeable future.
The external auditors are responsible for independently reviewing and reporting on the municipal entity's annual
financial statements.
The annual financial statements have not been audited by the municipal entity's external auditors in accordance with
Section 126(1) of theLocal Government: Municipal Finance Management Act and Companies Act, 2008 (Act No 71 of
2008).
The annual financial statement set out on pages 4 to 66, which have been prepared on the going concern basis, were
approved by the board on 31 August 2017 and were signed by:

Mr TS Mkhwanazi (CA) SA
Chief Financial Officer
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Mr SD Mogaladi
Chief Executive Officer
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Tshwane Economic Development Agency SOC Ltd
(Registration number 2006/019396/30)
Audited Annual Financial Statements for the year ended 30 June 2017

Director's Report
The directors submit their report for the period ended 30 June 2017..
1.

Incorporation
The company was incorporated in South Africa on 23 June 2006 and obtained its certificate to commence
business on the same day.

2.

Review of activities
Main business and operations
TEDA is a state owned entity that was established by the City of Tshwane as its sole owner. The operations of
TEDA are governed by the Companies Act (Act 71 of 2008), Local Government: Municipal Systems Act (Act 32 of
2000) as amended and the Local Government: Municipal Finance Management Act (MFMA) (Act 53 of 2003) as
amended and the Regulations thereof. The mandate of TEDA has been outlined in the Service Delivery Agreement
(SDA) between the entity and the City of Tshwane. The operations of TEDA have been classified as follows:
a) Core business
• Projects Portfolio Management
• Investment Promotion and Funding
b) Support functions
• Strategy and Performance Monitoring
• Financial Services
• Office of the Company Secretary
• Corporate Services
TEDA is wholly dependent on the funds allocation from the City during the year under review.
2.1. Important policy decisions and strategic issues facing the entity.

In the previous financial years the entity focused on developing policies and strategies aimed at laying a solid
corporate governance foundation that saw TEDA gradually shedding its new entity status and improving
performance with regards to its core business. Therefore the 2016/17 financial year was about implementing
key polocies and strategies approved in the previous years, identifying high-impact projects and intensifying
its investment attraction drive .

TEDA is expected to implement its Financial Sustainability Model which will see it being profitable and
financially independent from the City. However, this may require the review of current TEDA's mandate and
concrete support from the City i.e. the transfer of projects to TEDA.
2.2. Comment on significant events that have taken place during the year.

The entity participated in outward and inward trade missions to promote local SMMEs and attract
investments.

The entity also identified key strategic projects from implementation.

3.

Going concern
GRAP 14, Para 14 requires the entity to determine whether the going concern assumption is appropriate at the
reporting date. Management has determined that the going concern assumption is appropriate due to the following:

TEDA continues to operate as a going concern more so now after the new City administration resolved not to
disestablish the entity.The entity’s business plan and budget for 2017/18 was approved by the shareholder
and there is no indication or intention to cease funding.

We draw attention to the fact that at 30 June 2017, the entity had accumulated surplus of R10,165,190:
R8,214,740 in 2017 and 2016 respectively,the entity's total assets exceed its liabilities by R 10,166,190.

At the time of preparation of the audited annual financial statements for the period under review, the board
members believed the entity will be a going concern in the foreseeable future. For this reason they continue
to adopt a going concern basis in the preparation of these annual financial statements. Refer to note 40 for
details.

4.

Subsequent events
Events after reporting date are presented in Note 42 of the annual financial statements.

4
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Director's Report
5.

Directors' interest in contracts
The Directors have declared that they or persons related to them do not have any personal interests in the
contracts entered into by the entity.

6.

Directors
The directors of the entity during the year and to the date of this report are as follows:
Name
Prof LD Mosoma (Chairperson)
Ms RS Bahula- Ermias*
Mr H Gouvelis
Ms ZG Mpungose
Mr CR Mpyane*
Ms SP Mzizi
Mr FK Sibanda
Ms N Singh
Adv JL Thubakgale
Mr MW Yates
Mr SD Mogaladi (Executive)

Nationality
South African
South African
South African
South African
South African
South African
South African
South African
South African
South African
South African

Appointment date
29 April 2015
12 April 2012
12 April 2012
29 April 2015
04 June 2013
29 April 2015
12 April 2012
12 April 2012
04 June 2013
04 June 2013
01 March 2015

*TEDA held its AGM on 30 June 2017 where the two non-executive directors were retired.
7.

Corporate governance
General
The entity is committed to business integrity, transparency and professionalism in all its activities. As part of these
commitments, the entity subscribes to international best practices and the King IV Report on Corporate
Governance, 2016. The salient feature of the entity's adoption of the King IV Code is outlined herein.
The Chairperson of the Board is an independent non-executive director and the Chief Executive Officer is an
executive director (as defined by the King IV). The roles of Chairperson and Chief Executive Officer are separate,
with responsibilities divided between them, so that no individual has unfettered powers of discretion.
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Director's Report
Board of directors
The board retains full control over the entity; its plans and strategy; acknowledge its responsibilities as to the
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 entity.
The Board is of a unitary structure comprising of non-executive directors and executive director, all of whom are
independent directors as defined in King IV.
Board Committees
The Board has delegated some of its functions to the following well-structured committees:
(i) Finance and Risk Committee
The committee comprises four non-executive directors and exercises oversight on the entity’s finance, corporate
governance compliance and risk related matters.
(ii) Projects Committee
The committee comprises five non-executive directors and exercises oversight on the planning, implementation
and management of projects in terms of the entity’s approved business plan.
(iii) Human Resources and Remuneration Committee
The committee comprises four non-executive directors and exercises oversight role on the entity’s human capital
and remuneration matters.
(iv) Social and Ethics Committee
The committee was established in terms of section 43 of the Companies Act Regulations 2011, and has five
members, three being prescribed officers. This committee exercises its responsibilities as outlined in subsection
(5) of the Regulations.
(v) Trade and Investment Committee
The committee comprises four non-executive directors and exercises oversight on trade, investment promotion
and marketing within Tshwane.
Remuneration
The City determines the upper limits of the remuneration of the Non-Executive Directors, Chief Executive Officer,
and Chief Financial Officer, whiles the Board determines the remuneration of Executive Managers using the City's
guidelines.
Audit and risk committee
(i) Group Audit Committee.
The audit committee function is performed by the Group Audit and Performance Committee established by the City
of Tshwane for all its municipal entities.
(ii) Group Risk Management Committee.
The risk function is performed by the Group Risk Committee of the City and the Finance and Risk Committee of
TEDA.
(iii) Internal audit and Risk Management.
The entity utilises the shared service provided by the City's Group Internal Audit and Risk Unit to perform the risk
and internal audit functions.
6
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8.

Share capital / contributed capital
There were no changes in the authorised or issued share capital of the entity during the year under review.

9.

Dividends
No dividends were declared or paid to shareholder during the year.

10. Secretary
The Company Secretary was appointed with effect from 01 August 2013 and performs the functions as required in
terms of section 88 of the Companies Act, 2008.
The secretary of the entity is Ms LV Mahaye.
11. Controlling entity
The entity is wholly owned by the City of Tshwane Metropolitan Municipality.
12. Auditor
The Auditor-General of South Africa will continue in office in accordance with section 90 of the Companies Act 71
of 2008, as amended and section 92 of the Municipal Finance Management Act.
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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 of such returns as required in terms of the Companies Act and that such returns are
true, correct and up to date.

Ms LV Mahaye
Company Secretary
Place of Signature

8
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Statement of Financial Position as at 30 June 2017
Figures in Rand

Note(s)

2017

2016
Restated*

Assets
Current Assets
Receivables from exchange transactions
VAT receivable
Prepayments
Cash and cash equivalents
Normal taxation
Operating lease asset

4&5
6
7
8
9
10

Non-Current Assets
Property, plant and equipment
Intangible assets

11
12

Total Assets

241,409
4,363,938
9,580
7,407,812
858,149
-

567,990
2,872,208
151,323
6,317,128
1,176,843
49,216

12,880,888

11,134,708

4,102,381
140,166

4,348,260
188,231

4,242,547

4,536,491

17,123,435

15,671,199

1,072,849
1,429,688
4,282,180

215,010
1,831,535
1,314,430
4,028,029

6,784,717

7,389,004

158,483
14,045

66,455

172,528

66,455

6,957,245

7,455,459

10,166,190

8,215,740

1,000
10,165,190

1,000
8,214,740

10,166,190

8,215,740

Liabilities
Current Liabilities
Operating lease liability
Payables from exchange transactions
Provisions
Unspent conditional grants and receipts

10
13
14
15

Non-Current Liabilities
Operating lease liability
Deferred tax

10
16

Total Liabilities
Net Assets
Share capital / contributed capital
Accumulated surplus

17

Total Net Assets

* See Note 37
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Statement of Financial Performance
Figures in Rand

Note(s)

2017

2016
Restated*

Revenue
Revenue from exchange transactions
Sale of tender documents
Rental income and other income
Interest received

18
18
18

Total revenue from exchange transactions

11,404
1,155,116
374,606

14,211
3,587,893
518,005

1,541,126

4,120,109

53,895,848
-

56,008,241
394,737

Revenue from non-exchange transactions
Transfer revenue
Grant revenue recognised
Sponsorship Income

18

Total revenue from non-exchange transactions

53,895,848

56,402,978

Total revenue

18

55,436,974

60,523,087

Expenditure
Employee related costs
Remuneration of board members
Depreciation and amortisation
Interest and penalties charged
Debt Impairment
Project management
Investment promotion and funding
Loss on disposal of assets
General expenses

19
20
21
22
23
24
25
26
27

(30,670,377)
(1,337,783)
(2,132,265)
(4,842,260)
(4,169,807)
(145,247)
(9,430,276)

(29,123,053)
(1,786,483)
(3,073,345)
(424,272)
(18,104)
(13,166,859)
(1,489,081)
(14,528)
(11,787,549)

(52,728,015)

(60,883,274)

2,708,959
(758,508)

(360,187)
(17,944)

Surplus (Deficit) for the year

1,950,451

(378,131)

Attributable to:
Owners of the controlling entity
Non-controlling interest

1,950,451
-

(378,131)
-

1,950,451

(378,131)

Total expenditure
Surplus (deficit) before taxation
Taxation

28

* See Note 37
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Statement of Changes in Net Assets
Share capital / Accumulated
contributed
surplus
capital

Figures in Rand
Balance at 01 July 2015
Changes in net assets
Prior year adjustment through the statement of financial performance*
Surplus (Deficit) for the year as previously reported
Total changes
Restated* Balance at 01 July 2016
Changes in net assets
Surplus for the year
Total changes
Balance at 30 June 2017

* See Note 37
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1,000

8,592,871

Total net
assets
8,593,871

-

(14,174)
(363,957)

(14,174)
(363,957)

-

(378,131)

(378,131)

1,000

8,214,740

8,215,740

-

1,950,450

1,950,450

-

1,950,450

1,950,450

1,000

10,165,190

10,166,190
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Cash Flow Statement
Figures in Rand

Note(s)

2017

2016
Restated*

Cash flows from operating activities
Receipts
Grants
Interest income
Rental and other income
Sale of tender documents
Sponsorship income

Payments
Compensation of employees and board fees
Suppliers
Interest and penalties charged
Taxes on surpluses
VAT paid

54,150,000
353,618
1,505,782
11,404
-

54,150,000
507,661
3,418,536
14,211
219,298

56,020,804

58,309,706

(31,865,117)
(19,179,158)
(492,225)
(1,410,051)

(31,601,687)
(26,026,145)
(54,646)
(2,181,620)
(1,553,993)

(52,946,551)

(61,418,091)

29

3,074,253

(3,108,385)

11

(1,983,569)

9

Net cash flows from operating activities
Cash flows from investing activities
Purchase of property, plant and equipment
Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

8

Cash and cash equivalents at the end of the year

(476,879)

1,090,684
6,317,128

(3,585,264)
9,902,392

7,407,812

6,317,128

* See Note 37
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Statement of Comparison of Budget and Actual Amounts
Budget on Accrual Basis
Approved
budget

Adjustments

Final Budget Actual amounts Difference
on comparable between final
basis
budget and
actual

Figures in Rand

Reference

Statement of Financial Performance
Revenue
Revenue from exchange
transactions
Sale of tender documents
Rental income and other income
Professional fees: commission
on capital projects
Interest received
Total revenue from exchange
transactions

988,159
9,299,000
193,705

1,401,000
(9,299,000)
-

2,389,159
-

11,404
1,155,116
-

193,705

374,606

11,404
(1,234,043)
180,901

10,480,864

(7,898,000)

2,582,864

1,541,126

(1,041,738)

Transfer revenue
City of Tshwane - transfers

54,150,000

4,028,024

58,178,024

53,895,848

(4,282,176)

Total revenue

64,630,864

(3,869,976)

60,760,888

55,436,974

(5,323,914)

(35,802,295)
(1,800,000)

3,620,915
-

(32,181,380)
(1,800,000)

(30,670,378)
(1,337,783)

1,511,002
462,217

(3,620,000)

(2,000,000)
(1,060,997)

(2,000,000)
(4,680,997)

(2,132,265)
(4,169,807)

(7,000,000)
(15,493,569)

1,319,676
3,710,047

(5,680,324)
(11,783,522)

(4,842,260)
(9,430,276)

838,064
2,353,246

(63,715,864)

5,589,641

(58,126,223)

(52,582,769)

5,543,454

1,719,665
-

2,634,665
-

Note 31
Note 31
Note 31
Note 31

Revenue from non-exchange
transactions

Expenditure
Employees related costs
Remuneration of board
members
Depreciation and amortisation
Investment promotion and
funding
Project management
General Expenses
Total expenditure
Operating surplus
Loss on disposal of assets
Surplus before taxation
Taxation
Actual Amount on Comparable
Basis as Presented in the
Budget and Actual
Comparative Statement
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915,000
(500,000)
415,000

1,719,665

13

(500,000)
2,134,665

(132,265)
511,190

2,854,205
(145,247)

219,540
(145,247)

2,708,958
(758,508)

2,708,958
(258,508)

1,950,451

184,214

Note 31

Note 31
Note 31
Note 31
Note 31
Note 31
Note 31

Note 31
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Accounting Policies
1.

Presentation of Audited Annual Financial Statements
The audited 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 audited annual financial statements have been prepared on an accrual basis of accounting and are in
accordance with historical cost convention as the basis of measurement, unless specified otherwise. They are
presented in South African Rand.
A summary of the significant accounting policies, which have been consistently applied in the preparation of these
audited annual financial statements, are disclosed below.
These accounting policies are consistent with the previous period.

1.1 Presentation currency
These audited annual financial statements are presented in South African Rand, which is the functional currency of
the entity.
1.2 Key management personnel
The key management of TEDA refers to the Chief Executive Officer (CEO), Chief Financial Officer (CFO) and
Executive Managers.
1.3 Going concern assumption
These audited annual financial statements have been prepared based on the expectation that the entity will
continue to operate as a going concern for at least the next 12 months.
1.4 Significant judgements and sources of estimation uncertainty
In preparing the audited annual financial statements, management is required to make estimates and assumptions
that affect the amounts represented in the audited annual financial statements and related disclosures. The areas
involving a higher degree of judgment or complexity, or areas where assumptions and estimates are significant to
the annual financial statements are disclosed below.
Trade receivables
The entity assesses its trade receivables and loans and receivables for impairment at each statement of financial
position date. In determining whether an impairment loss should be recorded in the statement of financial
performance, the entity makes judgements as to whether there is observable data indicating a measurable
decrease in the estimated future cash flows from a financial asset. The entity assesses its trade receivables and
loans and receivables for impairment at the end of each reporting period.
In determining whether an impairment loss should be recorded in surplus or deficit, the entity makes judgements
as to whether there is observable data indicating a measurable decrease in the estimated future cash flows from a
financial asset. Each receivable is reviewed individually at year end.
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1.4 Significant judgements and sources of estimation uncertainty (continued)
Impairment testing
The entity reviews and tests the carrying value of assets when events or changes in circumstances suggest that
the carrying amount may not be recoverable. If the recoverable amount is less than the carrying amount, an
impairment loss should be recognised in the statement of financial performance.
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 tangible assets are inherently uncertain and could materially change over time.
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.
Provisions
Provisions were raised and management determined an estimate based on the information available. Additional
disclosure of these estimates of provisions are included in note 14 - Provisions.
The provision is recognised at the best estimate of the consideration required to settle the obligation at the end of
the reporting period, taking into account the risks and uncertainties surrounding the obligation. Where the effect of
time value of money is material, the provision is determined by discounting to present value.
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 entity 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 entity 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 entity 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 entity to realise the net deferred tax assets
recorded at the statement of financial position date could be impacted.
Uncertainties exist with respect to the interpretation of complex tax regulations, changes in tax laws, and the
amount and timing of future taxable income. The entity establishes provisions, based on reasonable estimates, for
possible consequences of audits by the tax authorities of the respective countries in which it operates. The amount
of such provisions is based on various factors, such as experience of previous tax audits and differing
interpretations of tax regulations by the taxable entity and the responsible tax authority.
Such differences of interpretation may arise on a wide variety of issues depending on the conditions prevailing in
the respective company’s domicile. As the Company assesses the probability for litigation and subsequent cash
from exchange transactions with respect to taxes as remote, no contingent liability has been recognised. Deferred
tax assets are recognised for all unused tax losses to the extent that it is probable that taxable surplus will be
available against which the losses can be utilised. Significant management judgement is required to determine the
amount of deferred tax assets that can be recognised, based upon the likely timing and the level of future taxable
surplus together with future tax planning strategies.
Effective interest rate
The entity does not have significant exposure to interest rate risk and is not sensitive to interest rate changes thus
the prime interest rate is used to discount future cash flows.
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1.4 Significant judgements and sources of estimation uncertainty (continued)
Allowance for doubtful debts
On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is
impaired. The impairment is measured as the difference between the debtors carrying amount and the present
value of estimated future cash flows discounted at the effective interest rate, computed at initial recognition.
Property, plant and equipment
The entity’s management determines the estimated useful lives and residual values of property, plant and
equipment. These assessments are made on an annual basis and based on the indicator-approach. Where an
indication exist the entity shall revise its useful life and residual values as a change in accounting estimate.
Administrative computer equipment, office furniture and equipment, and motor vehicles are not componentised.
These assets do not have significant parts that are considered to have an estimated useful life different to the
estimated useful life of the asset as a whole.
1.5 Property, plant and equipment
Property, plant and equipment are tangible non-current assets that are held for use in the production or supply of
goods or services, rental to others, or for administrative purposes, and are expected to be used during more than one
period.
The cost of an item of property, plant and equipment is recognised as an asset when:

it is probable that future economic benefits or service potential associated with the item will flow to the entity;
and

the cost of the item can be measured reliably.
Property, plant and equipment is initially measured at cost.
The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the
asset to the location and condition necessary for it to be capable of operating in the manner intended by management.
Trade discounts and rebates are deducted in arriving at the cost.
Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition.
Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary
assets, or a combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value
(the cost). If the acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the
asset(s) given up.
When significant components of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items (major components) of property, plant and equipment.
Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs
incurred subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying
amount of an item of property, plant and equipment, the carrying amount of the replaced part is derecognised.
The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is
also included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and
where the obligation arises as a result of acquiring the asset or using it for purposes other than the production of
inventories.
Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the
location and condition necessary for it to be capable of operating in the manner intended by management.
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.
16
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1.5 Property, plant and equipment (continued)
Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.
Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their
estimated residual value.
The useful lives of items of property, plant and equipment have been assessed as follows:
Item

Average
life

Furniture and fixtures
Motor vehicles
Office equipment
IT equipment
Leasehold improvements
Library material

3 -16 years
5 years
5 -8 years
3-5 years
Lease term
5 years

useful

The depreciable amount of an asset is allocated on a systematic basis over its useful life.
Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the
item is depreciated separately.
The depreciation method used reflects the pattern in which the asset’s future economic benefits or service potential
are expected to be consumed by the entity. The depreciation method applied to an asset is reviewed at least at each
reporting date and, if there has been a significant change in the expected pattern of consumption of the future
economic benefits or service potential embodied in the asset, the method is changed to reflect the changed pattern.
Such a change is accounted for as a change in an accounting estimate.
The entity assesses at each reporting date whether there is any indication that the entity expectations about the
residual value and the useful life of an asset have changed since the preceding reporting date. If any such indication
exists, the entity revises the expected useful life and/or residual value accordingly. The change is accounted for as a
change in an accounting estimate.
The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount
of another asset.
Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further
economic benefits or service potential expected from the use of the asset.
The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or
deficit when the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and
equipment is determined as the difference between the net disposal proceeds, if any, and the carrying amount of the
item.
Assets which the entity holds for rentals to others and subsequently routinely sell as part of the ordinary course of
activities, are transferred to inventories when the rentals end and the assets are available-for-sale. Proceeds from
sales of these assets are recognised as revenue. All cash flows on these assets are included in cash flows from
operating activities in the cash flow statement.
The entity discloses expenditure to repair and maintain property, plant and equipment in the notes to the financial
statements (see note 27).
1.6 Intangible assets
An asset is identifiable if it either:

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

arises from binding arrangements (including rights from contracts), regardless of whether those rights are
transferable or separable from the entity or from other rights and obligations.
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Accounting Policies
1.6 Intangible assets (continued)
A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it as if it
were in the form of a contract.
An intangible asset is recognised when:

it is probable that the expected future economic benefits or service potential that are attributable to the asset
will flow to the entity; and

the cost or fair value of the asset can be measured reliably.
The entity assesses the probability of expected future economic benefits or service potential using reasonable and
supportable assumptions that represent management’s best estimate of the set of economic conditions that will exist
over the useful life of the asset.
Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is
measured at its fair value as at that date.
Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is
incurred.
An intangible asset arising from development (or from the development phase of an internal project) is recognised
when:

it is technically feasible to complete the asset so that it will be available for use or sale.

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

there is an ability to use or sell it.

it will generate probable future economic benefits or service potential.

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

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

Average
life

Computer software

6 years

useful

Intangible assets are derecognised:

on disposal; or

when no future economic benefits or service potential are expected from its use or disposal.
The gain or loss arising from the derecognition of an intangible assets is included in surplus or deficit when the asset
is derecognised (unless the Standard of GRAP on leases requires otherwise on a sale and leaseback).
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1.7 Financial instruments
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a
residual interest of another entity.
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 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.
Derecognition is the removal of a previously recognised financial asset or financial liability from an entity’s
statement of financial position.
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.
Classification
The entity has the following types of financial assets (classes and category) as reflected on the face of the
statement of financial position or in the notes thereto:
Cash and cash equivalent
Financial asset measured at amortised cost
Receivable from exchange transactions
Financial asset measured at amortised cost
Receivable from non-exchange transactions
Financial asset measured at amortised cost
The entity has the following types of financial liabilities (classes and category) as reflected on the face of the
statement of financial position or in the notes thereto:
Payables from exchange transactions
Financial liability measured at amortised cost
Initial recognition
The entity recognises a financial asset or a financial liability in its statement of financial position when the entity
becomes a party to the contractual provisions of the instrument.
Transaction costs are recognised as part of the cost of the instrument. Subsequent to initial recognition these
instruments are measured as set out above.
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 in the
case of a financial asset.
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1.7 Financial instruments (continued)
Subsequent measurement of financial assets and financial liabilities
The entity measures all financial assets and financial liabilities after initial recognition using the following
categories:

Financial instruments at amortised cost.
All financial assets measured at amortised cost, or cost, are subject to an impairment review.
Reclassification
The entity does not reclassify a financial instrument while it is issued or held unless it is:

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

an investment in a residual interest that meets the requirements for reclassification.
If fair value can no longer be measured reliably for an investment in a residual interest measured at fair value, the
entity reclassifies the investment from fair value to cost. The carrying amount at the date that fair value is no longer
available becomes the cost.
If a reliable measure becomes available for an investment in a residual interest for which a measure was
previously not available, and the instrument would have been required to be measured at fair value, the entity
reclassifies the instrument from cost to fair value.
Gains and losses
For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss is recognised in
surplus or deficit when the financial asset or financial liability is derecognised or impaired, or through the
amortisation process.
Impairment and uncollectibility of financial assets
The entity assess at the end of each reporting period whether there is any objective evidence that a financial asset
or group of financial assets is impaired.
Evidence of impairment may include indications that the debtors or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest or principal payments, the probability that they will enter
bankruptcy or other financial reorganisation and observable data indicating that there is a measurable decrease in
the estimated future cash flows, such as changes in arrears or economic conditions that correlate with defaults.
Where a determination was made that the likelyhood of recovering the amounts is nil impairment loss will be
recognised.
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.
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1.7 Financial instruments (continued)
Derecognition
Financial assets
The entity derecognises a financial asset only when:

the contractual rights to the cash flows from the financial asset expire, are settled or waived;

the entity transfers to another party substantially all of the risks and rewards of ownership of the financial
asset; or

the entity, despite having retained some significant risks and rewards of ownership of the financial asset, has
transferred control of the asset to another party and the other party has the practical ability to sell the asset in
its entirety to an unrelated third party, and is able to exercise that ability unilaterally and without needing to
impose additional restrictions on the transfer. In this case, the entity :
derecognise the asset; and
recognise separately any rights and obligations created or retained in the transfer.
The carrying amounts of the transferred asset are allocated between the rights or obligations retained and those
transferred on the basis of their relative fair values at the transfer date. Newly created rights and obligations are
measured at their fair values at that date. Any difference between the consideration received and the amounts
recognised and derecognised is recognised in surplus or deficit in the period of the transfer.
If the entity transfers a financial asset in a transfer that qualifies for derecognition in its entirety and retains the right
to service the financial asset for a fee, it recognise either a servicing asset or a servicing liability for that servicing
contract. If the fee to be received is not expected to compensate the entity adequately for performing the servicing,
a servicing liability for the servicing obligation is recognised at its fair value. If the fee to be received is expected to
be more than adequate compensation for the servicing, a servicing asset is recognised for the servicing right at an
amount determined on the basis of an allocation of the carrying amount of the larger financial asset.
If, as a result of a transfer, a financial asset is derecognised in its entirety but the transfer results in the entity
obtaining a new financial asset or assuming a new financial liability, or a servicing liability, the entity recognise the
new financial asset, financial liability or servicing liability at fair value.
On derecognition of a financial asset in its entirety, the difference between the carrying amount and the sum of the
consideration received is recognised in surplus or deficit.
If the transferred asset is part of a larger financial asset and the part transferred qualifies for derecognition in its
entirety, the previous carrying amount of the larger financial asset is allocated between the part that continues to
be recognised and the part that is derecognised, based on the relative fair values of those parts, on the date of the
transfer. For this purpose, a retained servicing asset is treated as a part that continues to be recognised. The
difference between the carrying amount allocated to the part derecognised and the sum of the consideration
received for the part derecognised is recognised in surplus or deficit.
If a transfer does not result in derecognition because the entity has retained substantially all the risks and rewards
of ownership of the transferred asset, the entity continue to recognise the transferred asset in its entirety and
recognise a financial liability for the consideration received. In subsequent periods, the entity recognises any
revenue on the transferred asset and any expense incurred on the financial liability. Neither the asset, and the
associated liability nor the revenue, and the associated expenses are offset.
Financial liabilities
The entity removes a financial liability (or a part of a financial liability) from its statement of financial position when
it is extinguished — i.e. when the obligation specified in the contract is discharged, cancelled, expires or waived.
An exchange between an existing borrower and lender of debt instruments with substantially different terms is
accounted for as having extinguished the original financial liability and a new financial liability is recognised.
Similarly, a substantial modification of the terms of an existing financial liability or a part of it is accounted for as
having extinguished the original financial liability and having recognised a new financial liability.
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1.7 Financial instruments (continued)
The difference between the carrying amount of a financial liability (or part of a financial liability) extinguished or
transferred to another party and the consideration paid, including any non-cash assets transferred or liabilities
assumed, is recognised in surplus or deficit. Any liabilities that are waived, forgiven or assumed by another entity
by way of a non-exchange transaction are accounted for in accordance with the Standard of GRAP on Revenue
from Non-exchange Transactions (Taxes and Transfers).
1.8 Tax
Current tax assets and liabilities
Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially
enacted at the reporting date, and any adjustment to tax payable in respect of previous years. 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
Statement of Financial Position date.
Deferred tax assets and liabilities
A deferred tax liability is recognised for all taxable temporary differences, except to the extent that the deferred tax
liability arises from the initial recognition of an asset or liability in a transaction which at the time of the transaction,
affects neither accounting surplus nor taxable profit (tax loss).
A deferred tax asset is recognised for all deductible temporary differences to the extent that it is probable that
taxable surplus will be available against which the deductible temporary difference can be utilised. A deferred tax
asset is not recognised when it arises from the initial recognition of an asset or liability in a transaction at the time
of the transaction, affects neither accounting surplus nor taxable profit (tax loss).
A deferred tax asset is recognised for the carry forward of unused tax losses and unused STC credits to the extent
that it is probable that future taxable surplus will be available against which the unused tax losses and unused STC
credits can be utilised.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the
asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.
Deferred tax is recognised using the net liability method. .
Taxation expenses and VAT
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.
Revenue, expenses and assets are recognised net of the amount of VAT except:

Where the VAT incurred on the purchase of assets or services is not recoverable from the taxation authority,
in which case the VAT is recognised as part of the cost of acquisition of the asset or as part of the expense
item applicable; and

Receivables and payables that are stated with the amount of VAT included.
The net amount of VAT recoverable from or payable to, the taxation authority is reported separate from other
receivables or payables in the annual statements of financial position.
The entity is registered with the South African Revenue Services (SARS) for VAT on the invoice basis, in
accordance with the VAT Act (Act No. 89 of 1991).
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1.9 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.
The difference between the amounts recognised as income and the contractual receipts are recognised as an
operating lease asset or liability.
Operating leases - lessor
Operating lease revenue is recognised as revenue on a straight-line basis over the lease term.
Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the
leased asset and recognised as an expense over the lease term on the same basis as the lease revenue.
The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term on a straightline basis.
The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a
straight-line basis.
Income for leases is disclosed under revenue in statement of financial performance.
When assets are leased out under an operating lease, the asset is included in the statement of financial position
based on the natureof the asset.
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.
All leases that TEDA enters into as a lessee, and where the lessor retains substantially all the risks and rewards of
ownership of the underlying asset, are classified as operating leases. Payments made under operating leases are
charged against revenue on a straight-line basis over the term of the lease.
1.10 Income received in advanced and prepayments
In the case of comprehensive and/or medium and long-term contracts, advance payments are negotiated with
customers and suppliers of the entity. These funds are paid by the entity to secure the right of use of the goods
and/or services as agreed in the contract. Advance payments received are recognised as a current liability for an
amount that is estimated to be settled within one year from reporting date and as a non-current liability for the
amount to be settled after one year from reporting date. Advance payments made are recognised as a current
assets for an amount (of an expected benefit) that is estimated to be realised within one year from reporting date
and as a non-current assets for the amount (of an expected benefit) to be realised after one year from reporting
date.
Subsequently advance payments are expensed upon receipt of an agreed goods and/ or service, and in the case
of advance receipts are recognised as revenue when the entity has delivered as agreed in the statement of
financial performance.
1.11 Impairment of cash-generating assets
Cash-generating assets are assets managed 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.
Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic
recognition of the loss of the asset’s future economic benefits or service potential through depreciation
(amortisation).
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1.11 Impairment of cash-generating assets (continued)
Carrying amount is the amount at which an asset is recognised in the statement of financial position after
deducting any accumulated depreciation and accumulated impairment losses thereon.
A cash-generating unit is the smallest identifiable group of assets managed with the objective of generating a
commercial return that generates cash inflows from continuing use that are largely independent of the cash inflows
from other assets or groups of assets.
Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs
and income tax expense.
Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life.
Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction
between knowledgeable, willing parties, less the costs of disposal.
Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value
in use.
Useful life is either:
(a) the period of time over which an asset is expected to be used by the entity; or
(b) the number of production or similar units expected to be obtained from the asset by the entity.
Identification
When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired.
The entity assesses at each reporting date whether there is any indication that a cash-generating asset may be
impaired. If any such indication exists, the entity estimates the recoverable amount of the asset.
Irrespective of whether there is any indication of impairment, the entity also test a cash-generating intangible asset
with an indefinite useful life or a cash-generating intangible asset not yet available for use for impairment annually
by comparing its carrying amount with its recoverable amount. This impairment test is performed at the same time
every year. If an intangible asset was initially recognised during the current reporting period, that intangible asset
was tested for impairment before the end of the current reporting period.
Value in use
Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be
derived from the continuing use of an asset and from its disposal at the end of its useful life.
When estimating the value in use of an asset, the entity estimates the future cash inflows and outflows to be
derived from continuing use of the asset and from its ultimate disposal and the entity applies the appropriate
discount rate to those future cash flows.
Basis for estimates of future cash flows
In measuring value in use the entity:

base cash flow projections on reasonable and supportable assumptions that represent management's best
estimate of the range of economic conditions that will exist over the remaining useful life of the asset. Greater
weight is given to external evidence;

base cash flow projections on the most recent approved financial budgets/forecasts, but excludes any
estimated future cash inflows or outflows expected to arise from future restructuring's or from improving or
enhancing the asset's performance. Projections based on these budgets/forecasts covers a maximum period
of five years, unless a longer period can be justified; and

estimate cash flow projections beyond the period covered by the most recent budgets/forecasts by
extrapolating the projections based on the budgets/forecasts using a steady or declining growth rate for
subsequent years, unless an increasing rate can be justified. This growth rate does not exceed the long-term
average growth rate for the products, industries, or country or countries in which the entity operates, or for the
market in which the asset is used, unless a higher rate can be justified.
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1.11 Impairment of cash-generating assets (continued)
Composition of estimates of future cash flows
Estimates of future cash flows include:

projections of cash inflows from the continuing use of the asset;

projections of cash outflows that are necessarily incurred to generate the cash inflows from continuing use of
the asset (including cash outflows to prepare the asset for use) and can be directly attributed, or allocated on
a reasonable and consistent basis, to the asset; and

net cash flows, if any, to be received (or paid) for the disposal of the asset at the end of its useful life.
Estimates of future cash flows exclude:

cash inflows or outflows from financing activities; and

income tax receipts or payments.
The estimate of net cash flows to be received (or paid) for the disposal of an asset at the end of its useful life is the
amount that the entity expects to obtain from the disposal of the asset in an arm's length transaction between
knowledgeable, willing parties, after deducting the estimated costs of disposal.
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.
Any impairment loss of a revalued cash-generating asset is treated as a revaluation decrease.
When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating
asset to which it relates, the entity recognises a liability only to the extent that is a requirement in the Standard of
GRAP.
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.
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1.11 Impairment of cash-generating assets (continued)
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 entity 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 entity 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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1.11 Impairment of cash-generating assets (continued)
Reversal of impairment loss
The entity assess 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-cashgenerating 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.
1.12 Share capital / contributed capital
An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all
of its liabilities.
1.13 Employee benefits
Short-term employee benefits
Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related
service is provided.
A liability is recognised for the amount expected to be paid under short-term cash bonus or profit-sharing plans if
the entity has a present legal or constructive obligation to pay this amount as a result of past service provided by
the employee and the obligation can be estimated reliably.
Medical benefits
The entity provides medical benefits for its employees through defined contribution plans. The entity has no further
payment once contributions have been paid. The contributions are recognised as employee benefit expenses in
profit or loss in the periods during which the services are rendered by the employees.
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1.13 Employee benefits (continued)
Post-employment benefits: Defined contribution plans
Defined contribution plans are post-employment benefit plans under which an entity pays fixed contributions into a
separate entity (a fund) and will have no legal or constructive obligation to pay further contributions if the fund does
not hold sufficient assets to pay all employee benefits relating to employee service in the current and prior periods.
When an employee has rendered service to the entity during a reporting period, the entity recognise the
contribution payable to a defined contribution plan in exchange for that service:

as a liability (accrued expense), after deducting any contribution already paid. If the contribution already paid
exceeds the contribution due for service before the reporting date, an 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

as an expense, unless another Standard requires or permits the inclusion of the contribution in the cost of an
asset.
Where contributions to a defined contribution plan do not fall due wholly within twelve months after the end of the
reporting period in which the employees render the related service, they are discounted. The rate used to discount
reflects the time value of money. The currency and term of the financial instrument selected to reflect the time
value of money is consistent with the currency and estimated term of the obligation.
Bonus plans
The entity recognises a provision for performance bonuses where contractually obliged or where there is a past
practice that has created a constructive obligation as a result of services received from the employee and the
obligation can be measured reliably.
The entity also recognises a libility for bonuses (13th Cheque) for employees who have structured their salaries as
such.
Leave entitlement
Employee entitlements to annual leave are recognised when they accrue. An accrual is raised for the estimated
liability for Annual leave as a result of services rendered by employees up to the reporting date. The related
expense is recognised as employee benefit expenses in surplus or deficit.
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1.13 Employee benefits (continued)
Termination benefits
The entity recognises termination benefits as a liability and an expense when the entity is demonstrably committed
to either:

terminate the employment of an employee or group of employees before the normal retirement date; or

provide termination benefits as a result of an offer made in order to encourage voluntary redundancy.
The entity is demonstrably committed to a termination when the entity has a detailed formal plan for the termination
and is without realistic possibility of withdrawal. The detailed plan includes [as a minimum]:

the location, function, and approximate number of employees whose services are to be terminated;

the termination benefits for each job classification or function; and

the time at which the plan will be implemented.
Implementation begins as soon as possible and the period of time to complete implementation is such that
material changes to the plan are not likely.
Where termination benefits fall due more than 12 months after the reporting date, they are discounted using an
appropriate discount rate. The rate used to discount the benefit reflects the time value of money. The currency and
term of the financial instrument selected to reflect the time value of money is consistent with the currency and
estimated term of the benefit.
In the case of an offer made to encourage voluntary redundancy, the measurement of termination benefits shall be
based on the number of employees expected to accept the offer.
1.14 Provisions and contingencies
Provisions are recognised when:

the entity 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 there are a number of similar obligations, the likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a whole. A provision is recognised even if the likelihood of an
from exchange transactions with respect to any one item included in the same class of obligations may be small.
Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are
measured at the present value of the expenditures expected to be incurred to settle the obligation. The increase in
the provision due to passage of time is recognised as interest expense.
Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of
time. This increase isrecognised as an interest expense.
A provision is used only for expenditures for which the provision was originally recognised.
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 entity 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.
Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 41.
A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only by
the occurrence or nonoccurrence of one or more uncertain future events not wholly within the control of the entity.
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1.14 Provisions and contingencies (continued)
A contingent liability is:

a possible obligation 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 control of the
entity;

a present obligation that arises from past events but is not recognised because:
- it is not probable that an outflow of resources embodying economic benefits or service potential will be
required to settle the obligation;
- the amount of the obligation cannot be measured with sufficient reliability.
1.15 Commitments
Commitments are legal obligations to undertake in a given way, at a given time in the future. Usually commitments
refer to the requirement for parties to a futures contract to make or receive delivery of the underlying commodities
on the expiration date of the contract or through a valid purchase order.
1.16 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.
An exchange transaction is one in which the entity 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.
Sale of tender documents
Revenue from the sale of tender documents is recognised when all the following conditions have been satisfied:

the entity has transferred to the purchaser the significant risks and rewards of ownership of the goods;

the entity retains neither continuing managerial involvement to the degree usually associated with ownership
nor effective control over the goods sold;

the amount of revenue can be measured reliably;

it is probable that the economic benefits or service potential associated with the transaction will flow to the
entity; and

the costs incurred or to be incurred in respect of the transaction can be measured reliably.
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1.16 Revenue from exchange transactions (continued)
Rendering of services
When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue
associated with the transaction is recognised by reference to the stage of completion of the transaction at the
reporting date. The outcome of a transaction can be estimated reliably when all the following conditions are
satisfied:

the amount of revenue can be measured reliably;

it is probable that the economic benefits or service potential associated with the transaction will flow to the
entity;

the stage of completion of the transaction at the reporting date can be measured reliably; and

the costs incurred for the transaction and the costs to complete the transaction can be measured reliably.
When services are performed by an indeterminate number of acts over a specified time frame, revenue is
recognised on a straight line basis over the specified time frame unless there is evidence that some other method
better represents the stage of completion. When a specific act is much more significant than any other acts, the
recognition of revenue is postponed until the significant act is executed.
When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is
recognised only to the extent of the expenses recognised that are recoverable.
Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date.
Stage of completion is determined by total services to be performed.
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
entity, and

The amount of the revenue can be measured reliably.
Interest is recognised, in surplus or deficit, using the effective interest rate method.
Rental income
Revenue from the rental of property is recognised on a straight-line basis over the lease term in accordance with the
substance of the relevant agreements. Lease incentives granted are recognised as an integral part of the total rental
income.
1.17 Revenue from non-exchange transactions
Revenue comprises gross inflows of economic benefits or service potential received and receivable by an entity,
which represents an increase in net assets, other than increases relating to contributions from owners.
Conditions on transferred assets are stipulations that specify that the future economic benefits or service potential
embodied in the asset is required to be consumed by the recipient as specified or future economic benefits or
service potential must be returned to the transferor.
Control of an asset arise when the entity can use or otherwise benefit from the asset in pursuit of its objectives and
can exclude or otherwise regulate the access of others to that benefit.
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.
Expenses paid through the tax system are amounts that are available to beneficiaries regardless of whether or not
they pay taxes.
Fines are economic benefits or service potential received or receivable by entities, as determined by a court or
other law enforcement body, as a consequence of the breach of laws or regulations.

78

31

Tshwane Economic Development Agency SOC Ltd
(Registration number 2006/019396/30)
Audited Annual Financial Statements for the year ended 30 June 2017

Accounting Policies
1.17 Revenue from non-exchange transactions (continued)
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.
Restrictions on transferred assets are stipulations that limit or direct the purposes for which a transferred asset
may be used, but do not specify that future economic benefits or service potential is required to be returned to the
transferor if not deployed as specified.
Stipulations on transferred assets are terms in laws or regulation, or a binding arrangement, imposed upon the use
of a transferred asset by entities external to the reporting entity.
Transfers are inflows of future economic benefits or service potential from non-exchange transactions, other than
taxes.
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 entity satisfies a present obligation recognised as a liability in respect of an inflow of resources from a nonexchange transaction recognised as an asset, it reduces the carrying amount of the liability recognised and
recognises an amount of revenue equal to that reduction.
Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the
entity has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the
criteria, conditions or obligations have not been met a liability is recognised. Once the conditions are met, revenue is
recognised and the corresponding liability is reduced.
Measurement
Revenue from a non-exchange transaction is measured at the amount of the increase in net assets recognised by the
entity.
When, as a result of a non-exchange transaction, the entity 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.
The transfer from City of Tshwane Metropolitan Municipality is recognised when it is probable that future economic
benefits will flow to TEDA and when the amount can be measured reliably. A transfer is recognised as revenue to the
extent that there is no further obligation arising from the receipt of transfer payment.
Conditions on transferred assets are stipulations that specify that the future economic benefits or service potential
embodied in the asset is required to be consumed by the recipient as specified or future economic benefits or
service potential must be returned to the transferor.
Gifts and donations, including goods in-kind
Gifts,sponsorships and donations, including goods in kind, are recognised as assets and revenue when it is probable
that the future economic benefits or service potential will flow to the entity and the fair value of the assets can be
measured reliably.
1.18 Investment income
Finance income comprises interest income on funds invested. Interest income is recognised as it accrues in the
Statement of Financial Performance, using the effective interest method.
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1.19 Borrowing costs
Borrowing costs are interest and other expenses incurred by an entity in connection with the borrowing of funds.
Borrowing costs are recognised as an expense in the period in which they are incurred.
1.20 Comparative figures
Prior year comparatives.
When the presentation or classification of items in the annual financial statements is amended, prior period
comparative amounts are also reclassified and restated, unless such comparative reclassification and / or
restatement is not required by a Standard of GRAP.
The nature and reason for such reclassifications and restatements are also disclosed.
Where material accounting errors, which relate to prior periods, have been identified in the current year, the
correction is made retrospectively as far as is practicable and the prior year comparatives are restated accordingly.
Where there has been a change in accounting policy in the current year, the adjustment is made retrospectively as
far as is practicable and the prior year comparatives are restated accordingly.
Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current
year.
1.21 Offset
Where a legally enforceable right of offset exists for recognised financial assets and financial liabilities, and there
is, an intention to settle the liability and realise the asset simultaneously, or to settle on a net basis, all related
financial effects are offset.
Assets, liabilities, revenues and expenses were not offset, except where offsetting is either required or permitted by
a Standard of GRAP.
1.22 Unauthorised, irregular, fruitless and wasteful expenditure
Unauthorised expenditure means any expenditure incurred by the municipality otherwise than in accordance with
section 15 or 11(3) of the Municipal Finance Management Act (Act No. 56 of 2003), and includes:

overspending of the total amount appropriated in the municipality’s approved budget;

overspending of the total amount appropriated for a vote in the approved budget;

expenditure from a vote unrelated to the department or functional area covered by the vote;

expenditure of money appropriated for a specific purpose, otherwise than for that specific purpose;

spending of an allocation referred to in paragraph (b), (c) or (d) of the definition of ‘‘allocation’’ otherwise than
in accordance with any conditions of the allocation; or

a grant by the municipality otherwise than in accordance with the Municipal Finance Management Act.
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.
Irregular expenditure means expenditure, other than unauthorised expenditure, incurred in contravention of or not
in accordance with a requirement of any applicable legislation, including the Municipal Finance Management Act,
the State Tender Board Act, or any regulations made in terms of this act, or any provincial legislation providing for
procurement procedures in that provincial government.
Irregular expenditure is treated as expenditure in the statement of financial performance after approval per the
departmental delegations.
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.
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1.22 Unauthorised, irregular, fruitless and wasteful expenditure (continued)
Fruitless and wasteful expenditure means expenditure that was made in vain and would have been avoided had
reasonable care been exercised. Fruitless and wasteful expenditure must be recovered from the responsible
official (a debtor account should be raised), or the vote if the responsible official cannot be determined. It is
treated as current assets in the statement of financial position until such expenditure is recovered from the
responsible official or funded from future revenue.
1.23 Budget information
TEDA is typically subject to budgetary limits in the form of transfers from the City of Tshwane, which is given effect
through authorising legislation or similar.
General purpose financial reporting by entity shall provide information on whether resources were obtained and
used in accordance with the legally adopted budget, where management considers a material variance 10% which
warrants explanation refer to note 31.
The approved budget is prepared on a accrual basis and presented by economic classification linked to
performance outcome objectives.
The approved budget covers the fiscal period from 2016/07/01 to 2017/06/30.
The audited annual financial statements are on accrual basis and the budget is on accrual basis of accounting
therefore a reconciliation between the statement of financial performance and the budget have been included in
the audited annual financial statements. Refer to note 31 & 32.
Comparative information is not required.
1.24 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.
TEDA consider the City of Tshwane (CoT) and its entities as related parties.
Management are those persons responsible for planning, directing and controlling the activities of the entity,
including those charged with the governance of the entity 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, management in their dealings with the entity.
Only transactions with related parties not at arm’s length or not in the ordinary course of business are disclosed.
1.25 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 entity will adjust the amount recognised in the financial statements to reflect adjusting events after the
reporting date once the event occurred.
The entity will disclose the nature of the event and an estimate 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.
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1.26 Prior year adjustments
Prior year adjustments are omissions from, and misstatements in, an entity’s financial statements for one or more
prior periods arising from failure to use or the misuse of reliable information that was available when the financial
statements for that period were issued, and could have been reasonably expected to be taken into account in
those financial statements.
All prior year adjustments are corrected retrospectively to the earliest period practicable. Comparative amounts for
prior years in which the error occurred are restated.
1.27 Accummulated surplus
Retained earnings or accummulated surplus (deficit) are the cumulative effect of differences between revenue and
expenditure as per statement of financial performance.
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2.

New standards and interpretations

2.1 Standards and interpretations effective and adopted in the current year
In the current year, the entity has adopted the following standards and interpretations that are effective for the current
financial year and that are relevant to its operations:
GRAP 17 (as amended 2016): Property, Plant and Equipment
Amendments to the Standard of GRAP on Property, Plant and Equipment resulted from editorial changes to the
original text and inconsistencies in measurement requirements in GRAP 23 and other asset-related Standards of
GRAP in relation to the treatment of transaction costs. Other changes resulted from changes made to IPSAS 17 on
Property, Plant and Equipment (IPSAS 17) as a result of the IPSASB’s Improvements to IPSASs 2014 issued in
January 2015 and Improvements to IPSASs 2015 issued in March 2016.
The most significant changes to the Standard are:

General improvements: To clarify the treatment of transaction costs and other costs incurred on assets acquired
in non-exchange transactions to be in line with the principle in GRAP 23 (paragraph .12); and To clarify the
measurement principle when assets may be acquired in exchange for a non-monetary asset or assets, or a
combination of monetary and non-monetary assets.

IPSASB amendments: To clarify the revaluation methodology of the carrying amount and accumulated
depreciation when an item of property, plant, and equipment is revalued; To clarify acceptable methods of
depreciating assets; To align terminology in GRAP 17 with that in IPSAS 17. The term “specialist military
equipment” in IPSAS 17 was replaced with the term “weapon systems” and provides a description of what it
comprises in accordance with Government Finance Statistics terminology; and To define a bearer plant and
include bearer plants within the scope of GRAP 17, while the produce growing on bearer plants will remain within
the scope of GRAP 27.
The effective date of the amendment is for years beginning on or after 01 April 2016.
The entity has adopted the amendment for the first time in the 2017 audited annual financial statements.
The impact of the amendment is not material.
GRAP 21 (as amended 2016): Impairment of non-cash-generating assets
Amendments to the Standard of GRAP on Impairment of Non-cash Generating Assets resulted from changes made to
IPSAS 21 on Impairment of Non-Cash-Generating Assets (IPSAS 21) as a result of the IPSASB’s Impairment of
Revalued Assets issued in March 2016.
The most significant changes to the Standard are:

IPSASB amendments: To update the Basis of conclusions and Comparison with IPSASs to reflect the IPSASB’s
recent decision on the impairment of revalued assets.
The effective date of the amendment is for years beginning on or after 01 April 2016.
The entity has adopted the amendment for the first time in the 2017 audited annual financial statements.
The impact of the amendment is not material.
GRAP 26 (as amended 2016): Impairment of cash-generating assets
Amendments Changes to the Standard of GRAP on Impairment of Cash Generating Assets resulted from changes
made to IPSAS 26 on Impairment of Cash-Generating Assets (IPSAS 26) as a result of the IPSASB’s Impairment of
Revalued Assets issued in March 2016.
The most significant changes to the Standard are:

IPSASB amendments: To update the Basis of conclusions and Comparison with IPSASs to reflect the IPSASB’s
recent decision on the impairment of revalued assets.
The effective date of the amendment is for years beginning on or after 01 April 2016.
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2.

New standards and interpretations (continued)
The entity has adopted the amendment for the first time in the 2017 audited annual financial statements.
The impact of the amendment is not material.

2.2 Standards and Interpretations early adopted
The entity has chosen to early adopt the following standards and interpretations:
GRAP 31 (as amended 2016): Intangible Assets
Amendments to the Standard of GRAP on Intangible Assets resulted from inconsistencies in measurement
requirements in GRAP 23 and other asset-related Standards of GRAP in relation to the treatment of transaction costs.
Other changes resulted from changes made to IPSAS 31 on Intangible Assets (IPSAS 31) as a result of the IPSASB’s
Improvements to IPSASs 2014 issued in January 2015.
The most significant changes to the Standard are:

General improvements: To add the treatment of transaction costs and other costs incurred on assets acquired in
non-exchange transactions to be in line with the principle in GRAP 23 (paragraph .12); and To clarify the
measurement principle when assets may be acquired in exchange for a non-monetary asset or assets, or a
combination of monetary and non-monetary assets

IPSASB amendments: To clarify the revaluation methodology of the carrying amount and accumulated
depreciation when an item of intangible assets is revalued; and To clarify acceptable methods of depreciating
assets
The effective date of the amendment is for years beginning on or after 01 April 2017.
The entity has early adopted the amendment for the first time in the 2017 audited annual financial statements.
The impact of the amendment is not material.
2.3 Standards and interpretations issued, but not yet effective
The entity has not applied the following standards and interpretations, which have been published and are mandatory
for the entity’s accounting periods beginning on or after 01 July 2017 or later periods:
GRAP 34: Separate Financial Statements
The objective of this Standard is to prescribe the accounting and disclosure requirements for investments in controlled
entities, joint ventures and associates when an entity prepares separate financial statements.
It furthermore covers Definitions, Preparation of separate financial statements, Disclosure, Transitional provisions and
Effective date.
The effective date of the standard is not yet set by the Minister of Finance.
The entity expects to adopt the standard for the first time when the Minister sets the effective date for the standard.
The impact of this standard is currently being assessed.
GRAP 37: Joint Arrangements
The objective of this Standard is to establish principles for financial reporting by entities that have an interest in
arrangements that are controlled jointly (i.e. joint arrangements).
To meet this objective, the Standard defines joint control and requires an entity that is a party to a joint arrangement to
determine the type of joint arrangement in which it is involved by assessing its rights and obligations and to account
for those rights and obligations in accordance with that type of joint arrangement.
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New standards and interpretations (continued)
It furthermore covers Definitions, Joint arrangements, Financial statements and parties to a joint arrangement,
Separate financial statements, Transitional provisions and Effective date.
The effective date of the standard is not yet set by the Minister of Finance.
The entity expects to adopt the standard for the first time when the Minister sets the effective date for the standard.
It is unlikely that the standard will have a material impact on the entity's audited annual financial statements.
GRAP 38: Disclosure of Interests in Other Entities
The objective of this Standard is to require an entity to disclose information that enables users of its financial
statements to evaluate:

the nature of, and risks associated with, its interests in controlled entities, unconsolidated controlled entities, joint
arrangements and associates, and structured entities that are not consolidated; and

the effects of those interests on its financial position, financial performance and cash flows.
It furthermore covers Definitions, Disclosing information about interests in other entities, Significant judgements and
assumptions, Investment entity status, Interests in controlled entities, Interests in joint arrangements and associates,
Interests in structured entities that are not consolidated, Non-qualitative ownership interests, Controlling interests
acquired with the intention of disposal, Transitional provisions and Effective date.
The effective date of the standard is not yet set by the Minister of Finance.
The entity expects to adopt the standard for the first time when the Minister sets the effective date for the standard.
It is unlikely that the standard will have a material impact on the entity's audited annual financial statements.
IGRAP 18: Interpretation of the Standard of GRAP on Recognition and Derecogntion of Land
This Interpretation of the Standards of GRAP applies to the initial recognition and derecognition of land in an entity’s
financial statements. It also considers joint control of land by more than one entity.
When an entity concludes that it controls the land after applying the principles in this Interpretation of the Standards of
GRAP, it applies the applicable Standard of GRAP, i.e. the Standard of GRAP on Inventories, Investment Property
(GRAP 16), Property, Plant and Equipment (GRAP 17) or Heritage Assets. As this Interpretation of the Standards of
GRAP does not apply to the classification, initial and subsequent measurement, presentation and disclosure
requirements of land, the entity applies the applicable Standard of GRAP to account for the land once control of the
land has been determined. An entity also applies the applicable Standards of GRAP to the derecognition of land when
it concludes that it does not control the land after applying the principles in this Interpretation of the Standards of
GRAP.
In accordance with the principles in the Standards of GRAP, buildings and other structures on the land are accounted
for separately. These assets are accounted for separately as the future economic benefits or service potential
embodied in the land differs from those included in buildings and other structures. The recognition and derecognition
of buildings and other structures are not addressed in this Interpretation of the Standards of GRAP.
The effective date of the interpretation is for years beginning on or after 01 April 2019.
The entity expects to adopt the interpretation for the first time in the 2019 audited annual financial statements.
The impact of this interpretation is currently being assessed.
Directive 12: The Selection of an Appropriate Reporting Framework by Public Entities
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New standards and interpretations (continued)
Historically, public entities have prepared financial statements in accordance with generally recognised accounting
practice, unless the Accounting Standards Board (the Board) approved the application of generally accepted
accounting practice for that entity. “Generally accepted accounting practice” has been taken to mean Statements of
Generally Accepted Accounting Practice (Statements of GAAP), or for certain entities, International Financial
Reporting Standards (IFRSs) issued by the International Accounting Standards Board. Since Statements of GAAP
have been withdrawn from 1 December 2012, public entities will be required to apply another reporting framework in
the future.
The purpose of this Directive is to prescribe the criteria to be applied by public entities in selecting and applying an
appropriate reporting framework.
The effective date of the standard is for years beginning on or after 01 April 2018.
The entity expects to adopt the standard for the first time in the 2018 audited annual financial statements.
The impact of this standard is currently being assessed.
GRAP 20: Related parties
The objective of this standard is to ensure that a reporting entity’s audited annual financial statements contain the
disclosures necessary to draw attention to the possibility that its financial position and surplus or deficit may have
been affected by the existence of related parties and by transactions and outstanding balances with such parties.
An entity that prepares and presents financial statements under the accrual basis of accounting (in this standard
referred to as the reporting entity) shall apply this standard in:

identifying related party relationships and transactions;

identifying outstanding balances, including commitments, between an entity and its related parties;

identifying the circumstances in which disclosure of the items in (a) and (b) is required; and

determining the disclosures to be made about those items.
This standard requires disclosure of related party relationships, transactions and outstanding balances, including
commitments, in the consolidated and separate financial statements of the reporting entity in accordance with the
Standard of GRAP on Consolidated and Separate Financial Statements. This standard also applies to individual
audited annual financial statements.
Disclosure of related party transactions, outstanding balances, including commitments, and relationships with related
parties may affect users’ assessments of the financial position and performance of the reporting entity and its ability to
deliver agreed services, including assessments of the risks and opportunities facing the entity. This disclosure also
ensures that the reporting entity is transparent about its dealings with related parties.
The standard states that 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. As a minimum, the following are regarded as related parties of the reporting entity:

A person or a close member of that person’s family is related to the reporting entity if that person:
has control or joint control over the reporting entity;
has significant influence over the reporting entity;
is a member of the management of the entity or its controlling entity.

An entity is related to the reporting entity if any of the following conditions apply:
the entity is a member of the same economic entity (which means that each controlling entity, controlled
entity and fellow controlled entity is related to the others);
one entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of
an economic entity of which the other entity is a member);
both entities are joint ventures of the same third party;
one entity is a joint venture of a third entity and the other entity is an associate of the third entity;
the entity is a post-employment benefit plan for the benefit of employees of either the entity or an entity
related to the entity. If the reporting entity is itself such a plan, the sponsoring employers are related to the entity;
the entity is controlled or jointly controlled by a person identified in (a); and
a person identified in (a)(i) has significant influence over that entity or is a member of the management of
that entity (or its controlling entity).
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New standards and interpretations (continued)
The standard furthermore states that related party transaction is a transfer of resources, services or obligations
between the reporting entity and a related party, regardless of whether a price is charged.
The standard elaborates on the definitions and identification of:

Close member of the family of a person;

Management;

Related parties;

Remuneration; and

Significant influence
The standard sets out the requirements, inter alia, for the disclosure of:

Control;

Related party transactions; and

Remuneration of management
The effective date of the standard is not yet set by the Minister of Finance.
It is unlikely that the standard will have a material impact on the entity's audited annual financial statements.
GRAP 109: Accounting by Principals and Agents
The objective of this Standard is to outline principles to be used by an entity to assess whether it is party to a principalagent arrangement, and whether it is a principal or an agent in undertaking transactions in terms of such an
arrangement. The Standard does not introduce new recognition or measurement requirements for revenue, expenses,
assets and/or liabilities that result from principal-agent arrangements. The Standard does however provide guidance
on whether revenue, expenses, assets and/or liabilities should be recognised by an agent or a principal, as well as
prescribe what information should be disclosed when an entity is a principal or an agent.
It furthermore covers Definitions, Identifying whether an entity is a principal or agent, Accounting by a principal or
agent, Presentation, Disclosure, Transitional provisions and Effective date.
The effective date of the standard is not yet set by the Minister of Finance.
The entity expects to adopt the standard for the first time when the Minister sets the effective date for the standard.
It is unlikely that the standard will have a material impact on the entity's audited annual financial statements.
GRAP 108: Statutory Receivables
The objective of this Standard is: to prescribe accounting requirements for the recognition, measurement, presentation
and disclosure of statutory receivables.
It furthermore covers: Definitions, recognition, derecognition, measurement, presentation and disclosure, transitional
provisions, as well as the effective date.
The effective date of the standard is not yet set by the Minister of Finance.
The entity expects to adopt the standard for the first time when the Minister sets the effective date for the standard.
It is unlikely that the standard will have a material impact on the entity's audited annual financial statements.
IGRAP 17: Service Concession Arrangements where a Grantor Controls a Significant Residual Interest in
an Asset
This Interpretation of the Standards of GRAP provides guidance to the grantor where it has entered into a service
concession arrangement, but only controls, through ownership, beneficial entitlement or otherwise, a significant
residual interest in a service concession asset at the end of the arrangement, where the arrangement does not
constitute a lease. This Interpretation of the Standards of GRAP shall not be applied by analogy to other types of
transactions or arrangements.
40

87

Tshwane Economic Development Agency SOC Ltd
(Registration number 2006/019396/30)
Audited Annual Financial Statements for the year ended 30 June 2017

Notes to the Audited Annual Financial Statements
2.

New standards and interpretations (continued)
A service concession arrangement is a contractual arrangement between a grantor and an operator in which the
operator uses the service concession asset to provide a mandated function on behalf of the grantor for a specified
period of time. The operator is compensated for its services over the period of the service concession arrangement,
either through payments, or through receiving a right to earn revenue from third party users of the service concession
asset, or the operator is given access to another revenue-generating asset of the grantor for its use.
Before the grantor can recognise a service concession asset in accordance with the Standard of GRAP on Service
Concession Arrangements: Grantor, both the criteria as noted in paragraph .01 of this Interpretation of the Standards
of GRAP need to be met. In some service concession arrangements, the grantor only controls the residual interest in
the service concession asset at the end of the arrangement, and can therefore not recognise the service concession
asset in terms of the Standard of GRAP on Service Concession Arrangements: Grantor.
A consensus is reached, in this Interpretation of the Standards of GRAP, on the recognition of the performance
obligation and the right to receive a significant interest in a service concession asset.
The effective date of the interpretation is not yet set by the Minister of Finance.
The entity expects to adopt the interpretation for the first time when the Minister sets the effective date for the
interpretation.
It is unlikely that the interpretation will have a material impact on the entity's audited annual financial statements.

2.4 Standards and interpretations not yet effective or relevant
GRAP 35: Consolidated Financial Statements
The objective of this Standard is to establish principles for the presentation and preparation of consolidated financial
statements when an entity controls one or more other entities.
To meet this objective, the Standard:

requires an entity (the controlling entity) that controls one or more other entities (controlled entities) to present
consolidated financial statements;

defines the principle of control, and establishes control as the basis for consolidation;

sets out how to apply the principle of control to identify whether an entity controls another entity and therefore
must consolidate that entity;

sets out the accounting requirements for the preparation of consolidated financial statements; and

defines an investment entity and sets out an exception to consolidating particular controlled entities of an
investment entity.
It furthermore covers Definitions, Control, Accounting requirements, Investment entities: Fair value requirement,
Transitional provisions and Effective date.
The effective date of the standard is not yet set by the Minister of Finance.
The entity does not envisage the adoption of the standard until such time as it becomes applicable to the entity's
operations.
It is unlikely that the standard will have a material impact on the entity's audited annual financial statements.
GRAP 36: Investments in Associates and Joint Ventures
The objective of this Standard is to prescribe the accounting for investments in associates and joint ventures and to
set out the requirements for the application of the equity method when accounting for investments in associates and
joint ventures.
It furthermore covers Definitions, Significant influence, Equity method, Application of the equity method, Separate
financial statements, Transitional provisions and Effective date.
The effective date of the standard is not yet set by the Minister of Finance.
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New standards and interpretations (continued)
The entity does not envisage the adoption of the standard until such time as it becomes applicable to the entity's
operations.
The impact of this standard is currently being assessed.
GRAP 32: Service Concession Arrangements: Grantor
The objective of this Standard is: to prescribe the accounting for service concession arrangements by the grantor, a
public sector entity.
It furthermore covers: Definitions, recognition and measurement of a service concession asset, recognition and
measurement of liabilities, other liabilities, contingent liabilities, and contingent assets, other revenues, presentation
and disclosure, transitional provisions, as well as the effective date.
The effective date of the standard is not yet set by the Minister of Finance.
The entity does not envisage the adoption of the standard until such time as it becomes applicable to the entity's
operations.
It is unlikely that the standard will have a material impact on the entity's audited annual financial statements.

3.

Risk management
Financial risk management
The entity’s activities expose it to a variety of financial risks: credit risk and liquidity risk.
This note presents information about the entity’s exposure to each of the above risks, the entity’s objectives,
policies and processes for measuring and managing risk, and the entity’s management of capital. Further
quantitative disclosures are included throughout these financial statements.The Board of Directors has overall
responsibility for the establishment and oversight of the entity’s risk management framework. The entity’s risk
management policies are established to identify and analyse the risks faced by the entity, to set appropriate risk
limits and controls, and to monitor risks and adherence to limits. Risk management policies and systems are
reviewed regularly to reflect changes in market conditions and the entity’s activities. The entity aims to develop a
disciplined and constructive control environment in which all employees understand their roles and obligations.
The quantitative disclosure is provided in this note.
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3.

2017

2016

Risk management (continued)
Credit risk
Credit risk is the risk of financial loss to TEDA if a customer or counterparty to a financial instrument fails to meet
its contractual obligations, and arises primarily receivables from exchange transactions.Credit risk is controlled
through the application of a credit control measures and monitoring procedures.
TEDA limits its treasury counter-party exposure arising from money market by only dealing with well established
financial institutions confirmed by the rating agency appointed by the Chief Financial Officer. TEDA only deals with
financial institutions with a short term credit rating of A+ and long-term credit rating of AA- and higher at an
International accredited creditrating agency.The entity's exposure is continuously monitored and the aggregate
value of transactions concluded is spread amongst different types of approved investments and institutions.
Potential concentrations of credit risk consist mainly of cash and cash equivalents.
Exposure to credit risk
Credit risk consists mainly of cash deposits, cash equivalents and receivables from exchange transactions. The
entity only deposits cash with major banks with high quality credit standing and limits exposure to any one counterparty.
Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers
on an ongoing basis. If customers are independently rated, these ratings are used. Otherwise, if there is no
independent rating, risk control assesses the credit quality of the customer, taking into account its financial
position, past experience and other factors. Individual risk limits are set based on internal or external ratings in
accordance with limits set by the board.
There has been no significant change during the financial year, or since the end of the financial year, to the entity's
exposure to credit risk, the approach of measurement or the objectives, policies and processes for managing this
risk. The carrying amount of financial assets recorded in the financial statements, which is net of impairment
losses,represents the entity's maximum exposure to credit risk.
Financial assets exposed to credit risk at year end were as follows:
`

Financial instrument
Trade and other receivables
Cash and cash equivalents

2017
241,409
7,407,812

2016
567,990
6,317,128

11,886,625

6,885,118

At 30 June 2017, there is no significant concentration of credit risk that had not been adequately provided for.
No security is held against Cash and Cash Equivalents.
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Risk management (continued)
Liquidity risk
Liquidity risk is the risk that TEDA will not be able to meet its financial obligations as they fall due.
The entity’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring unacceptable
losses or risking damage to the entity’s reputation.
Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of
funding through an adequate amount of committed credit facilities and the ability to close out market positions.
Due to the dynamic nature of the underlying businesses,the entity maintains flexibility in funding by maintaining
availability under committed credit lines.
The entity receives government grants every year based on budget requirements and additional revenue from
other undertakings.
Cash flow forecasts are prepared and adequately monitored.
The table below analyses the entity’s non-derivative financial instruments which will be settled on a gross basis
into relevant maturity groupings based on the remaining period at the statement of financial position to the
contractual maturity date. The amount 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 2017


Payables from exchange transactions

At 30 June 2016


Payables from exchange transactions

Less than 1
year
1,072,848

Between 1
and 2 years

Less than 1
year
1,831,535

Between 1
and 2 years

-

-

Between 2
and 5 years
Between 2
and 5 years

Over 5 years
-

Over 5 years

-

-

No financial guarantee contracts were issued by the entity and non-derivative finanacial liabilities as at the
reporting date.
Market risk
Interest rate risk
TEDA has ensured that the entity’s income and operating cash flows are substantially independent of changes in
market interest rates, due to the underlying nature of the business. TEDA has no interest bearing assets or
liabilities. Accordingly the entity’s income and expenses are substantially independent of changes in markets rates
of interest. As a result, changes in the market rate of interest have a negligible impact on the financial performance
of the entity.
The entity’s interest rate risk arises from short-term investments. Investments are made at a quoted variable rate
and the capital invested is secured/guarenteed which limits the entity's exposure to cash flow interest rate risk.
Changes in the interest rate do not have significant effect on surplus and deficit.
Capital risk management
TEDA has developed systems and internal controls that are sufficient and effective in maintaining efficient levels of
both components of working capital, current assets and current liabilities. The working capital management
ensures that TEDA has sufficient cash flow in order to meet its short-term debt obligations and operating
expenses.
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2017

2016

Receivables from exchange transactions
Board members and employees
Trade and other receivables
Interest income accrued
Provision for impairment

18,104
203,307
38,102
(18,104)

18,104
550,265
17,725
(18,104)

241,409

567,990

No trade and other receivables has been pledeged as security by TEDA nor have they been ceded to a third party.
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. The entity does not have direct customers
other than ad hoc customers who are not subjected to stringent credit quality controls.
Trade and other receivables impaired
As of 30 June 2017, there were no trade and other receivables impaired.
An amount of R18,104 was provided for as at 30 June 2017.
The ageing of this amount is as follows:
Over 24 months

-

18,104

18,104
-

18,104

18,104

18,104

Reconciliation of provision for impairment of trade and other receivables
Opening balance
Provision for impairment

The creation and release of provision for impaired receivables have been included in operating expenses in
surplus or deficit (note 23). Amounts charged to the allowance account are generally written off when there is no
expectation of recovery.
5.

6.

Consumer debtors disclosure
Gross balances
Consumer debtors - Trade and other receivables

203,307

550,265

Net balance
Consumer debtors - Trade and other receivables

203,307

550,265

Trade and other receivables
Current (0 -30 days)
31 - 60 days
> 365 days

203,306

543,710
6,555
-

203,306

550,265

4,363,938

2,872,208

VAT receivable
VAT
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VAT receivable (continued)
VAT receivable is calculated at the standard rate of 14% on all qualifiying goods and services delivered to/by
TEDA.
VAT is calculated on all qualifiying goods and services delivered to/by TEDA on an accual basis monthly.

7.

Prepayments
Prepayments

9,580

151,323

Prepaid expenses relate to the branding expense paid in advance. The movement in the current period is due to
the recognition of some branding expenses.
8.

Cash and cash equivalents
Cash and cash equivalents consist of the following:
Cash on hand
Bank balances*
Short-term deposits^

1,089
6,978,682
428,041

1,281
2,915,932
3,399,915

7,407,812

6,317,128

*The entity has a primary and a salaries bank account with Standard Bank which is used to meet the entity's
obligations.
^The entity has a short-term deposit account with Investec Bank.
The total amount of undrawn facilities available for future operating activities and
commitments

7,407,812

6,317,128

Credit quality of cash at bank and short term deposits, excluding cash on hand
The credit quality of cash at bank and short term deposits, excluding cash on hand that are neither past due nor
impaired can be assessed by reference to external credit ratings (if available) or historical information about
counterparty default rates:
The carrying amount of cash and cash equivalents approximates fair value due to the relatively short-term maturity
of these financial assets where changes in interest rate do not affect the financial position of the entity.
Cash and cash equivalents pledged as collateral
No cash and cash equivalents has been pledged as security as at 30 June 2017.
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Cash and cash equivalents (continued)
The entity had the following bank accounts
`

Account number /
description
Standard Bank - Cheque
Account - Primary Account
- 410791830
Standard Bank - Cheque
Account - Salaries Account
- 011057491
Investec Bank- Investment
Account-50009061311
Total
9.

Bank statement balances

Cash book balances

30 June 2017 30 June 2016 30 June 2015 30 June 2017 30 June 2016 30 June 2015
6,973,374
2,909,873
195,808
6,973,374
2,909,873
195,808
5,307

6,059

5,950

5,307

6,059

5,950

428,041

3,399,915

9,698,316

428,041

3,399,915

9,698,316

7,406,722

6,315,847

9,900,074

7,406,722

6,315,847

9,900,074

(1,176,843)
810,919
(492,225)
-

1,004,778
(1,003,547)
(1,178,073)

(858,149)

(1,176,843)

(158,483)
-

49,216
(215,010)

(158,483)

(165,794)

Taxation movement
Balance at beginning of the year
Current tax for the year recognised in surplus or deficit
Provisional tax paid
Normal income tax paid - prior year
Balance at end of the year

10. Operating lease asset (accrual)
Current assets
Non-current liabilities
Current liabilities

Operating lease liability is from the rental of offices used by TEDA situated at: 5th Floor; The Anker Building; 1279
Mike Crawford Road; Centurion for the period of three years starting from 1st of November 2016. It is caused by
the escalation on rental payable at every anniversary date.
Operating lease asset emanates from sub-letting agreement with the CoT which allows the CoT permission to
utilise the 1st Floor of the rented offices used by TEDA situated at: 349 Witch-Hazel Avenue; Eco-origin Building;
Block F; Highveld Extension 70; Centurion for the period of 27 months starting from 1st of May 2014. There are no
contigent rentals receivable.The contract ended on the 31 October 2016.
Refer to note 33 for a detailed discloser on operating lease as per GRAP 13 para 50.
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11. Property, plant and equipment
2017
Cost /
Valuation

2016

Accumulated Carrying value
depreciation
and
accumulated
impairment

Cost /
Valuation

Accumulated Carrying value
depreciation
and
accumulated
impairment

Furniture and fixtures
Motor vehicles
Office equipment
IT equipment
Leasehold improvements
Library material

1,674,174
1,067,708
1,190,306
1,457,268
1,863,465
11,488

(529,466)
(858,587)
(466,729)
(964,246)
(337,914)
(5,086)

1,144,708
209,121
723,577
493,022
1,525,551
6,402

1,676,723
1,067,708
1,255,654
1,944,681
6,411,837
11,488

(369,537)
(645,045)
(338,978)
(1,137,613)
(5,526,018)
(2,640)

1,307,186
422,663
916,676
807,068
885,819
8,848

Total

7,264,409

(3,162,028)

4,102,381

12,368,091

(8,019,831)

4,348,260

Reconciliation of property, plant and equipment - June 2017

Furniture and fixtures
Motor vehicles
Office equipment
IT equipment
Leasehold
improvements
Library material

Opening
balance
1,307,186
422,663
916,676
807,068
885,819

Additions
120,105
1,863,464

8,848

-

4,348,260

1,983,569

Disposals/Scr Depreciation
apping
(1,706)
(160,772)
(213,542)
(36,142)
(156,957)
(107,399)
(326,752)
(1,223,732)
(145,247)

Total
1,144,708
209,121
723,577
493,022
1,525,551

(2,446)

6,402

(2,084,201)

4,102,381

Reconciliation of property, plant and equipment - June 2016
Opening
balance
Furniture and fixtures
Motor vehicles
Office equipment
IT equipment
Leasehold
improvements
Library material

Additions

Disposals

1,607,185
636,790
1,004,154
861,615
3,046,673

69,009
115,594
275,198
17,078

11,003

-

7,167,420

476,879

Other
Depreciation
changes,
movements
(205,701)
(163,307)
(214,127)
(57,499)
(145,573)
(14,528)
(10,547)
(304,670)
(2,177,932)
(14,528)

(273,747)

Total
1,307,186
422,663
916,676
807,068
885,819

(2,155)

8,848

(3,007,764)

4,348,260

Pledged as security
No carrying value of assets has been pledged as security as at the reporting date.
Change in accounting estimates
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11. Property, plant and equipment (continued)
During the year ended 30 June 2017 TEDA reviewed the useful lives of its assets using the indicator-approach.In
assessing whether there is any indication that the expected useful life of an asset has changed, the entity
considers the following indications:
(a) The use of the asset has changed, because of the following:
(i) The entity has changed the manner in which the asset is used.
(ii) The entity has changed the utilisation rate of the asset.
(iii) The entity has made a decision to dispose of the asset in a future reporting period(s) such that this decision
changes the expected period over which the asset will be used.
(iv) Technological, environmental, commercial or other changes that occurred during the reporting period that
have, or will, change the use of the asset.
(v) Legal or similar limits placed on the use of the asset have changed.
(vi) The asset was idle or retired from use during the reporting period.
(b) The asset is approaching the end of its previously expected useful life.
(c) Planned repairs and maintenance on, or refurbishments of, the asset and/or its significant components either
being undertaken or delayed.
As a result of the assessement no property, plant and equipment useful life and residual values were changed.

Expenditure incurred to repair and maintain property, plant and equipment
Expenditure incurred to repair and maintain property, plant and equipment
included in Statement of Financial Performance
IT equipment minor screen fixes
Motor vehicle repairs

4,638
10,752

2,741
4,377

15,390

7,118

A register containing the information required by section 96 of the Municipal Finance Management Act is available
for inspection at the registered office of the entity.
12. Intangible assets
2017
Cost /
Valuation

Computer software

279,264

2016

Accumulated Carrying value
amortisation
and
accumulated
impairment
(139,098)

Cost /
Valuation

140,166

Accumulated Carrying value
amortisation
and
accumulated
impairment

279,264

Reconciliation of intangible assets - June 2017

Computer software

Opening
Amortisation
balance
188,231
(48,065)

Total

Opening
Amortisation
balance
253,812
(65,581)

Total

140,166

Reconciliation of intangible assets - June 2016

Computer software
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12. Intangible assets (continued)
Pledged as security
No intangible assets are pledged as security.
Change in accounting estimates
During the year ended 30 June 2017 TEDA reviewed the useful lives of its assets. Computer softwares were
reviewed, and the useful lives were increased to from 5 years to 6 years.
The overall net effect of the change is reduction in the depreciation charge of R24,032 in the current year and
future periods limited to the useful life.
Impairment test
*Impairment test is performed by management annually on the 1st of June, on all fixed assets including intangible
assets using the following impairment indicators;

Inspection of any physical damage,

Disposal plans,

Performance of the assets and

Changes in technological environment
As a result of the impairment test TEDA management could not find any asset/s that warrant(s) being impaired
and damages discovered during the asset verification process have been fixed and also no significant
technological changes were identified which have an adverse effect on IT equipment and other assets sensitive to
technological changes.
13. Payables from exchange transactions
Trade creditors
Board of directors accrued expenses
Employees accrued expenses

685,100
223,683
164,066

1,471,571
183,463
176,501

1,072,849

1,831,535

14. Provisions
Reconciliation of provisions - June 2017
Opening
Balance
Employee benefit - Leave pay
entitlement

1,314,430

Additions
2,952,656

Utilised
during the
year
(2,837,398)

Total
1,429,688

Reconciliation of provisions - June 2016
Opening
Balance
Employee benefit - Leave pay
entitlement

1,296,068

Additions
2,227,583

Utilised
during the
year
(2,209,221)

Total
1,314,430

Employee benefit - Leave pay entitlement
The provision is for leave entitlement not utilised by employees as at 30 June 2017 and it is only payable in cash
upon resignation. Leave days should be utilised within six mounts after the end of the cycle to avoid forfeiture and
due operational demands employees are allowed to apply for an extension which creates uncertainties on the
expected timing on leave balances.
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4,282,180

4,028,029

4,028,029
54,149,999
(53,895,848)

5,886,270
54,150,000
(56,008,241)

4,282,180

4,028,029

15. Unspent conditional grants and receipts
Unspent conditional grants and receipts comprises of:
Transfers from City of Tshwane
Movement during the period
Balance at the beginning of the year
Additions during the year
Income recognition during the period

The unspent grant is a transfer from the CoT to enable the entity to achieve its strategic objectives as per the
Service Delivery Agreement and business plan.
The unspent grant balance of R4,282,180 will be utilised on commitments raised as at the reporting date and on
activities that were not completed as envisaged in the 2016/17 business plan.
16. Deferred tax
Deferred tax liability
Property, plant and equipment
Unutilised tax loss
Provision for doubtful debts
Provision for leave
Unspent grant
Section 24C allowance
Straight lining of operating lease
Prepayment
Total deferred tax liability

(459,853)
3,802
400,313
1,199,010
(1,199,010)
44,375
(2,682)

(521,562)
37,256
5,069
368,040
1,127,848
(1,127,848)
46,422
(1,680)

(14,045)

(66,455)

The deferred tax assets and the deferred tax liability relate to income tax in the same jurisdiction, and the law
allows net settlement. Therefore, they have been offset in the statement of financial position as follows:
Reconciliation of deferred tax liability
At beginning of year
Increases (decrease) in tax loss available for set off against future taxable income
- gross of valuation allowance
Movement on property,plant and equipment as well as intangible assets
Movement in provision for doubtful debts
Movement in provision for leave pay
Movement on unspent grant
Section 24C allowance
Operating lease straight lining
Prepayment
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(66,455)
(37,256)

(48,511)
37,256

61,710
(1,267)
32,272
71,162
(71,162)
(2,047)
(1,002)

18,419
10,581
(371)
(520,308)
520,308
(83,953)
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17. Share capital / contributed capital
Authorised
1000 Ordinary shares of R1 each

1,000

1,000

Reconciliation of number of shares issued:
Reported as at 01 July 2016

1,000

1,000

Issued
Ordinary

1,000

1,000

11,404
1,155,116
374,606
53,895,848
-

14,211
3,587,893
518,005
56,008,241
394,737

55,436,974

60,523,087

11,404
1,155,116
374,606

14,211
3,587,893
518,005

1,541,126

4,120,109

53,895,848
-

56,008,241
394,737

53,895,848

56,402,978

28,191,604
1,022,176
115,258
1,223,053
118,286

26,897,790
989,491
18,362
1,217,410
-

30,670,377

29,123,053

18. Revenue
Sale of tender documents
Rental and other income
Interest earned - bank; current account
Grant revenue recognised
Sponsorship income

The amount included in revenue arising from exchanges of goods or
services are as follows:
Sale of tender documents
Rental and other income
Interest earned- bank current account

The amount included in revenue arising from non-exchange transactions is
as follows:
Transfer revenue
Grant revenue recognised
Sponsorship income

19. Employee related costs
Basic
Medical aid - company contributions
Leave pay charge movement
Defined contribution plans
Other payments*

*Other payments refer to garnishes.
Detailed information on the remuneration of key personnel refer to Note 20.
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29,868
17,813
787,446
1,239,087

1,148,803
1,265,088
988,945
605,662
11,028,174

Chief Executive Officer
Chief Financial OfficerExecutive Manager Corporate Services
Executive
Manager
Marketing
Communications

June 2016

&

1,747,013
1,156,554
1,386,078
1,145,757

Basic Salary
91,986
-

-

1,043,001

Acting
Allowance

7,743
393,723
2,494

Other

1,847,862
1,443,471
1,467,044
1,218,298

Basic Salary

*The Chief Financial Officer started on the 01 August 2016.

Chief Executive Officer
Chief Financial Officer*
Executive Manager Corporate Services
Executive
Manager
Marketing
&
Communications
Executive
Manager:
Strategy
and
Performance Monitoring
Executive
Manager
Projects
Portfolio
Management
Company Secretary
Executive Manager Investment Promotion
and Funding
Executive Manager Investment Promotion
and Funding (resigned 30 Nov 2016)

June 2017

Executive Managers

20. Remuneration of Executive Managers and Board of Directors
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100
548,000

90,000

110,000

108,000

-

459,792

32,160

61,392
55,800

21,858

51,192

335,953

-

60,636

91,283

78,559
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Cellphone Car allowance Medical Aid
Defined
allowance
contributions
36,000
74,790
17,397
106,306
33,130
74,126
24,000
41,232
74,818
24,000
240,000
92,280
24,593

212,000

10,000

24,000
24,000

24,000

24,000

Cellphone Car allowance Medical Aid
Defined
allowance
contributions
36,000
83,580
22,000
24,000
45,528
79,388
24,000
240,000
108,282
26,087

1,857,803
1,479,499
1,526,128
1,526,630

Total

13,823,006

1,525,268

1,350,480
1,257,194

1,423,812

1,196,752

1,967,442
1,473,214
2,009,683
1,619,161

Total

196,570

216,000
-

24,000
24,000
2,000
670,306

108,000

15,200

174,597

-

8,000

419,110

61,592
68,473
-

35,535

12,078

278,485

4,930

74,469

25,549

10,886,651

1,275,331
1,526,199
97,574

1,218,672

378,815

Prof LD Mosoma (Chairperson)
Ms RS Bahula- Ermias (Resigned 30 June 2017)
Mr H Gouvelis
Ms ZG Mpungose
Mr CR Mpyane (Resigned 30 June 2017)
Ms SP Mzizi
Mr FK Sibanda
Ms N Singh
Adv JL Thubakgale
Mr MW Yates

June 2017

Board of Directors
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35,138
17,569
17,569
17,569
17,569
17,569
17,569
17,569
17,569
175,690

116,553
102,840
97,698
131,978
130,264
116,552
82,272
121,694
109,696
142,262
1,151,809

Directors and Committees
committees
fees
fees

10,284

Audit and
performance
committee
fees
10,284
-

1,337,783

151,691
102,840
115,267
149,547
147,833
134,121
99,841
149,547
127,265
159,831

Total

^The following positions of Executive Manager: Investment Promotion and Funding, Project Portfolio Management and Strategy, Perfomance Management were filled as at 30
June 2016

-The Chief Financial Officer resigned on the 31 October 2015 and Senior Manager: Financial Management was acting which ended on th 24 June 2016.

9,147,583

20. Remuneration of Executive Managers and Board of Directors (continued)
Executive
Manager
Strategy
and
333,188
Performance Monitoring^
Executive
Manager
Projects
Portfolio
880,884
104,584
Management^
Company Secretary
1,189,739
Executive Manager Trade and Investment
1,217,726
Executive Manager Investment Promotion
90,644
and Funding^

Figures in Rand
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IT equipment
Furniture and fixtures
Office equipment
Leasehold improvements
Library material
Motor vehicles
Intangible assets

21. Depreciation and amortisation

Prof LD Mosoma (Chairperson)
Ms RS Bahula- Ermias
Mr H Gouvelis
Ms ZG Mpungose
Mr CR Mpyane
Ms SP Mzizi
Mr FK Sibanda
Ms N Singh
Adv JL Thubakgale
Mr L Vutula (Resigned January 2016)
Mr MW Yates

June 2016

20. Remuneration of Executive Managers and Board of Directors (continued)
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304,670
163,307
145,573
2,177,932
2,155
214,127
65,581
3,073,345

2,132,265

183,459

326,752
160,771
156,957
1,223,732
2,446
213,542
48,065

1,575,600

27,424

Directors and Retainer fees Audit and
committees
performance
fees
committee
fees
175,559
33,357
13,712
128,176
16,678
89,487
16,678
185,419
16,678
171,647
16,678
129,834
16,678
131,548
16,678
156,950
16,678
13,712
136,506
16,678
86,040
184,434
16,678
-

1,786,483

222,628
144,854
106,165
202,097
188,325
146,512
148,226
187,340
153,184
86,040
201,112

Total
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2017

2016

22. Interest and penalties charged
Late payment of tax

-

424,272

-

18,104

23. Debt impairment
Debt impairment

The debt impairment is for amounts where a determination was made that the likelyhood of recovering the
amounts is nil.
24. Project management
Agro processing-hub project
Intermodal freight terminal & logistics project
TITIIC
Revatilisation of inner city and design
Bioenergy facility
Clothing and textile hub

1,395,000
106,925
2,193,512
1,146,823

6,750,000
818,983
5,167,783
430,093
-

4,842,260

13,166,859

667,704
174,561
976,157
68,231
728,772
930,460
375,527
248,395

527,457
201,054
31,750
388,700
206,643
133,477

4,169,807

1,489,081

145,247

14,528

25. Investment promotion and funding
Events
Marketing productions
Trade conferences and missions
Public relations
Trade and investment intelligence
Investment attraction
Export development and promotion
Branding

26. Loss on assets written off
Carrying amounts of assets written off

The loss on assets written off is from lost, damaged and redundant assets that were reported and discovered
during the asset verification process and they have been approved by the Board of Directors to be written off.
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2017

2016

165,948
47,290
518,744
56,188
721,579
142,676
5,245,701
119,451
222,884
8,618
405,913
110,047
19,889
23,982
459,226
325,063
1,852
320,330
10,716
15,390
121,481
200
154,142
212,966

158,674
41,641
484,942
48,761
1,052,595
91,828
7,108,036
56,699
232,631
268,465
330,447
23,511
5,830
17,989
299,649
262,993
77,311
423,058
7,049
122,996
273,746
7,118
108,130
262,797
20,653

9,430,276

11,787,549

27. General expenses
Admin fees (pension and group risk)
Advertising
Auditors fees
Bank charges
Consulting and professional fees
Catering and office refreshments
Office space rental
Insurance
IT expenses
Staff recruitment
Printing and stationery
Staff welfare
Subscriptions and membership fees
Communication expense
Training and development
Travel and subsistence
Assets expensed less than R2000
Electricity
Uniforms
Conferences and delegation
Non-capitalised assets below R2000 adjustment
Repairs and maintenance
Compensation for Occupational Injuries and Diseases
Occupational Health and Safety
Publications and periodicals
Other expenses

28. Taxation
Major components of the tax expense
Current
Current year

810,919

(37,256)

Deferred
Current year

(52,411)

55,200

758,508

17,944

28.00 %

28.00 %

-%

(32.98)%

28.00 %

(4.98)%

Reconciliation of the tax expense
Reconciliation between applicable tax rate and average effective tax rate.
Applicable tax rate
Total Non-temporary differences

Deductible temporary differences, unused tax losses and unused tax credits for
which no deferred tax asset has been recognised.
A provisional tax payment of R492,224 has been made as at 30 June 2017 for 2016/17 financial year.
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2017

2016

1,950,450

(378,128)

2,132,265
145,247
(7,311)
115,258
-

3,073,345
14,528
18,104
(299,833)
18,362
273,746

326,581
141,743
(758,686)
(1,491,730)
266,285
254,151

(535,569)
(18,104)
1,438,252
(1,390,339)
(1,300,833)
(2,163,675)
(1,858,241)

3,074,253

(3,108,385)

29. Cash generated from (used in) operations
Surplus (deficit)
Adjustments for:
Depreciation and amortisation
Gain on sale of assets and liabilities
Debt impairment
Movements in operating lease assets and accruals
Movements in provisions
Non-Capitalised assets (below R2000) written off
Changes in working capital:
Receivables from exchange transactions
Consumer debtors
Prepayments
Payables from exchange transactions
VAT
Taxes
Unspent conditional grants and receipts

30. Financial instruments disclosure
Categories of financial instruments
June 2017
Financial assets

Trade and other receivables from exchange transactions
Cash and cash equivalents

At amortised
cost
241,409
7,407,812

Total
241,409
7,407,812

7,649,221

7,649,221

Financial liabilities
At amortised
cost
1,072,849

Trade and other payables from exchange transactions

Total
1,072,849

June 2016
Financial assets

Trade and other receivables from exchange transactions
Cash and cash equivalents

At amortised
cost
567,990
6,317,128

Total
567,990
6,317,128

6,885,118

6,885,118

Financial liabilities
At amortised
cost
1,831,535

Trade and other payables from exchange transactions

58

Total
1,831,535
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31. Budget differences
Material differences between budget and actual amounts
The entity's approved budget is R 60.7 million including the unspent grant of R4 million from 2015-16 financial
year. The approved budget covers the period from 01 July 2016 to 30 June 2017. The budget and accounting
bases are the same. The financial statements are prepared on the accrual basis using a classification on the
nature of expenses in the statement of financial performance. The budget was previously on cash basis and has
since changed to accrual basis as a result of budget adjustment, in order to align the entities reporting framework.
A reconciliation between the actual amounts on the comparable basis as presented in the statement of
comparison of budget and actual amounts and the actual amounts in the cash flow statement for the period ended
30 June 2017 is presented below. The reasons to adjust the budget during the financial year are also presented
below. The financial statements and budget documents are prepared for the same period. There is a basis
difference between the budget and the cash flow statement presented by the reconciliation statement below which
is attributed to the purchase of propert, plant and equipment.
TEDA considers 10% a material variance in monitoring spending trends, where a detail explanation of the variance
is important in order to aid planning and decision making. The budget is as per the economic classification and
explanation on spending is as follows;
Revenue Analysis
Revenue for the entity constitute of the grant received from CoT, rental income and other income, professional
fees: commission on capital projects, interest income from positive bank balance and short term investments and
sale of tender documents.

Grant revenue from CoT is transfered to TEDA every quarter in four equal installments. As at the reporting
date 100% of the budgeted revenue and of the received amount 92% was realised as revenue as a result of
spending as per the approved 2016/17 business plan. The remaining 8% of the grant will be utilised on open
commitments as at 30 June 2017 once an approval to have the funds rolled over has been approved by the
Group CFO.

Rental and other income emanates from the subletting of the office space to CoT and 100% of the funds
have been received whist other income refers to revenue earned in 2015/16 from TITIIC which was
appropriated during this reporting period thus the variance in revenue.

Professional fees commission from capital projects revenue was envisaged from the projetcs managed and
implemented by TEDA onbehalf of CoT, however the earmarked projects as per the approved business plan
were not handed over to TEDA largely due the review of TEDA that was instituted by CoT. The budget was
subsequently revised down during the budget adjusment process.

Interest income earned for the period is above the budgeted amount attributed by the strict cash flow
measures employed by keeping excess cash in a high yield short term investment account held with Investec
Bank.

Revenue from the sale of tender documents is at 100% and was not budgeted for, these funds are adhoc in
nature.
Expenditure Analysis
Total expenditure for the period is at 90% of the total budget excluding capital expenditure wich is within the
materiality set by TEDA of 90%, below is the detailed expenditure analysis per type:

Remuneration of employees is at 95% of the budget above the entity's target of 90% the review of the entity
resulted into halting the filling vacant positions.

Remuneration of board of directors is at 74% below the target attributed by the adjustment of the board
annual work plan caused by the review of TEDA where planned activities were cancelled such as the annual
board lekgotla amongst others.

Depreciation and ammortisation are non-cash items that was budgeted during the budget adjustment
process and the expense is 6.61% above budget .

Investment promotion and funding spending is at 89% slightly below the target, attributed to VAT savings on
suppliers utilised to procure services.

Projects spending is at 85% slightly below the target attributed to VAT savings on suppliers utilised to procure
services.
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31. Budget differences (continued)

General expenses spending is at 80% of the budgeted amount which is below target attributed by the review
of TEDA where planned activities were halted pending the outcome of the review.

Loss on disposal of assets is an expense incurred from the scrapping of assets due to redundancy and
damage including assets lost during the financial year where items were not budgeted for although
replacement of assets is budgeted for where expenditure on capital assets is at 93%.

Taxation expense is above the budgeted amount where the shortfall will be covered from the additional
interest income generated.
Changes from the approved budget to the final budget
The changes between the approved and final budget are a consequence of reallocations within the approved
budget parameters.
The entity embarked on a resource reallocation process by evaluating the probability of collecting the budgeted
revenue and also assessing its plans for the year in order to ensure that all planned goals are be achieved. The
resource reallocation process was limited to the entity’s overall budget as indicated above. The process included
the following:

Revenue analysis particularly the envisaged professional fees from the management and implementation of
CoT’s selected projects, as part of implementing the Financial Sustainability Model (FSM) which poses a
direct threat in ensuring that the entity is financially sustainable,

Appropriation of revenue previously earned,

Review of the business plan, other plans that could not be funded have been deferred to the future,

Savings identified from various areas, mainly from employee costs as a result of a moratorium on budgeted
vacancies and resignations, and

Identified savings from other expense items were be reallocated to areas that experienced budget pressures.
32. Reconciliation between budget and cash flow statement
Reconciliation of budget surplus/deficit with the net cash generated from operating, investing and financing
activities:
Operating activities
Actual amount as presented in the budget statement
Timing differences

1,950,451
1,123,802

2,081,386
(5,189,771)

Net cash flows from operating activities

3,074,253

(3,108,385)

Investing activities
Actual amount as presented in the budget statement
Basis differences

(1,983,569)

(476,879)
-

Net cash flows from investing activities

(1,983,569)

(476,879)

Net cash generated from operating, investing and financing activities
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1,090,684

(3,585,264)
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2017

2016

Already contracted for and authorised

Commitments less than one year

1,306,283

1,824,741

Total operational commitments
Already contracted for and authorised

1,306,283

1,824,741

4,039,764
5,736,982

2,584,355
-

9,776,746

2,584,355

33. Commitments
Authorised operational expenditure

Operating leases commitmets - as lessee (expense)
Minimum lease payments due
- within one year
- in second to fifth year inclusive

Operating lease commitment is the rental of offices used by TEDA situated at: 5th Floor; The Anker Building; 1279
Mike Crawford Road; Centurion for the period of three years starting from 1st of November 2016. No contingent
rent is payable.
Operating leases commitments - as lessor (income)
Minimum lease payments due
- within one year

-

787,858

TEDA entered into a sub-letting agreement with the CoT which allowed the CoT permission to utilise the 1st Floor
of the rented offices used by TEDA situated at: 349 Witch-Hazel Avenue; Eco-origin Building; Block F; Highveld
Extension 70; Centurion for the period of 27 months starting from 1st of May 2014. There are no contigent rents
receivable. The contract ended on the 31 October 2016.
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34. Related parties
`

Relationships
Board of directos and executive management
Controlling entity
Municipal entity under the same control
Municipal entity under the same control

Refer to directors' report
City of Tshwane Metropolitan Municipality
Housing Company Tshwane
Sandspruit Water Works Association

Related party balances
Amounts included in Trade receivable (Trade Payable) regarding related
parties
City of Tshwane Metropolitan Municipality

2,900

5,811

54,150,000

54,150,000

-

2,238

1,159,468

3,395,096

60,000

1,200,000
126,120
131,432

Related party transactions
Transfers received from related party
City of Tshwane Metropolitan Municipality
Purchases from (sales to) related parties
CoT (Printing services)
Rent and other income received from related parties
City of Tshwane Metropolitan Municipality
Expenses incurred and paid by the related party on behalf of TEDA
CoT (SAP implementation of MM and FI/CO)
CoT (MFMP Training)
CoT (Interns remuneration)

TEDA benefited from the use of the following services provided by the related party at no cost to TEDA:

Risk mangement and internal audit resources from CoT,

Audit and Performance Committee from CoT,

Use of network, telecommunication, desktop and server support provided by CoT,

mSCOA implementation (SAP) by CoT,

OHS services and Records management from CoT,

Insurance management by CoT and JOC Services from CoT,

QPR - Performance Management Solution, and

Cross check system.
Remuneration of management
Executive management and board members
*Refer to note 20
No loans were awarded to key management of TEDA during the year.
None of the key management has or had significant influence in any entity with whom TEDA had significant transactions during
the year.
35. Fruitless and wasteful expenditure
Opening balance
Fruitless and wasteful expenditure - current year
Written off

424,272
(424,272)
-
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870,123
424,272
(870,123)
424,272
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35. Fruitless and wasteful expenditure (continued)
Included under interest and penalties is the following fruitless and wasteful expenditure reported in the year ended
30 June 2016 which were under investigation and were subsequently written off after the finalisation of the
investigation.

Interest charged by SARS under the Voluntary Disclosure Programme (VDP) on VAT 201 returns that were
not submitted correctly amounted to R382,449 with only R12,824 payable.

Understatement charge on VAT201 and EMP201 totaling to R41,823.
36. Irregular expenditure

TEDA did not incur irregular expenditure for the period ended 30 June 2017 and 30 June 2016.
37. Prior-year adjustments
Presented below are those items contained in the statement of financial position, statement of financial performance
and cash flow statement that have been affected by prior-year adjustments:
Statement of financial position
2016
Note
Provisions
Deferred tax

14
16

As previously Correction of
reported
error
(1,294,744)
(19,686)
(71,967)
5,512
(1,366,711)

(14,174)

Restated
(1,314,430)
(66,455)
(1,380,885)

Statement of finanical performance
2016
Note
Employee cost
Taxation

19
28

Surplus for the year

As previously Correction of
reported
error
(29,103,367)
(19,686)
(23,456)
5,512
(29,126,823)

(14,174)

Restated
(29,123,053)
(17,944)
(29,140,997)

Errors
The following prior period error adjustments occurred.
Leave provision balance reported in prior year did not include accumulated leave balance thus the prior
adjustment in the leave pay provision of R19,686 and the resulting impact on deferred tax of R5,512.
The following prior period errors adjustments occurred:
38. Regulation 45
The financial statements of a municipality must disclose particulars of any award of more than R2 000 to a person
who is a spouse, child or parent of a person in the service of the state or has been in the service of the state in the
previous 6 months indicating:

The name of that person,

The capacity in which that person is in the service of the state/municipality; and

The amount of the award
No Awards were made in terms of regulation 45.

110

63

Tshwane Economic Development Agency SOC Ltd
(Registration number 2006/019396/30)
Audited Annual Financial Statements for the year ended 30 June 2017

Notes to the Audited Annual Financial Statements
Figures in Rand

2017

2016

39. Additional disclosure in terms of Municipal Finance Management Act
Consultants/Professional Services
Opening balance
Current year fees
Amount paid - current year
Amount paid - previous years

29,367
721,579
(709,167)
(29,367)

274,234
1,052,595
(1,023,228)
(274,234)

12,412

29,367

518,744
(518,744)
-

282,557
484,942
(484,942)
(282,557)

Audit fees
Opening balance
Current year fees
Amount paid - current year
Amount paid - previous years

-

-

PAYE and UIF
Opening balance
Current year payroll deductions
Amount paid - current year
Amount paid - previous years

9,189,818
(9,189,818)
-

716,893
8,660,443
(8,660,443)
(716,893)

-

-

Pension and Medical Aid Deductions
Current year raised
Amount paid - current year

2,245,229
(2,245,229)

2,206,901
(2,206,901)

-

-

The entity has a pension fund defined contribution plan with Momentum where employees pay a fixed amount and
the employer pays for the administration fees.
The entity has a group risk plan with Discovery Life where employees pay a fixed amount and the employer pays
for the administration fees.
Medical Aid contributions are with Discovery Medical Aid Scheme and Bonitas Medical Aid Scheme.
VAT
VAT receivable

4,363,938

2,872,208

VAT is calculated on all qualifiying goods and services delivered to/by TEDA on an invoice basis. All VAT returns
have been submitted by the due date throughout the year.
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39. Additional disclosure in terms of Municipal Finance Management Act (continued)
Supply chain management regulations
Paragraph 12(1)(a)-(d)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:
• Written or verbal quotation for values up to R2,000 up to R10,000 (VAT included),
• Formal written quotations for values over R10,000 up to R200,000 (VAT included), and
• Competitive bidding process for values above R200,000 (VAT Included).
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 then reports them to
the next meeting of the accounting officer and includes a note to the interim financial statements.
In terms of section 36(1)(a) of the Supply Chain Management Regulations, the accounting officer may dispense
with the official procurement processes in the following instances:
• in an emergency
• if such goods or services are produced or available from a single provider only
• for the acquisition of special works of art or historical objects where specifications are difficult to complete
• in any other exceptional case where it is impractical or impossible to follow the official procurement processes.
TEDA deviated from the official procurement processes during the financial year were a s follow;Incident
Board meetings management software (hosting services)
Re-appointment of services provider to continue with the service
Contracts extended on a month to month basis with service providers due to
uncertainties emerging from the review of the entity by the City of Tshwane

142,100
2,587,694

36,799
-

2,729,794

36,799

40. Going concern
The financial statements have been prepared on the basis of accounting policies applicable to a going concern.
This basis presumes that the 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.
In assessing the going concern, the accounting authority considers financial position, potential sources of funding
and political factors.
We draw attention to the fact that at 30 June 2017, the entity had accumulated surplus of R 10,165,190 and that
the entity's total assets exceed its liabilities by R 10,166,190.

TEDA continues to operate as a going concern more so now after the new City administration resolved not to
disestablish the entity.The entity’s business plan and budget for 2017/18 was approved by the shareholder
and there is no indication or intention to cease funding.

At the time of preparation of the audited annual financial statements for the period under review, the board
members believed the entity will be a going concern in the foreseeable future. For this reason they continue
to adopt a going concern basis in the preparation of these annual financial statements.
41. Contingencies
The entity as at 30 June 2017 had the following contingent liabilities:


112

Litigation is in the process on a dispute with a service provider whereby the service provider is seeking
damages of R873,125 including legal costs and disbursements. The entity's lawyers and management
consider the likelihood of the action against the entity being successful as unlikely.
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Figures in Rand

2017

2016

42. Events after the reporting date
The directors are not aware of any matter or circumstance arising since the end of the financial year that requires
adjustment to or disclosure in the financial statements.
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CHAPTER 6
AUDITOR GENERAL REPORT
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6.1

REPORT OF THE AUDITOR-GENERAL

Report of the auditor-general to the Gauteng Provincial Legislature
and the council of the City of Tshwane Metropolitan Municipality on
Tshwane Economic Development Agency (SOC) Ltd
Report on the audit of the financial statements
Opinion
1. I have audited the financial statements of the Tshwane Economic Development Agency
(SOC) Ltd set out on pages … to …, which comprise the statement of financial position
as at 30 June 2017, and the statement of financial performance, statement of changes
in net assets, cash flow statement and statement of comparison of budget information
with actual information for the year then ended, as well as the notes, to the financial
statements, including a summary of significant accounting policies.
2. In my opinion, the financial statements present fairly, in all material respects, the
financial position of the Tshwane Economic Development Agency (SOC) Ltd as at
30 June 2017, and its financial performance and cash flows for the year then ended in
accordance with the South African Standards of Generally Recognised Accounting
Practice (SA Standards of GRAP) and the requirements of the Municipal Finance
Management Act, 2003 (Act No. 56 of 2003) (MFMA) and the Companies Act, 2008
(Act No. 71 of 2008) (Companies Act).

Basis for opinion
3. I conducted my audit in accordance with the International Standards on Auditing (ISAs).
My responsibilities under those standards are further described in the auditor-general’s
responsibilities for the audit of the financial statements section of this report.
4. I am independent of the municipal entity in accordance with the International Ethics
Standards Board for Accountants’ Code of ethics for professional accountants (IESBA
code) and the ethical requirements that are relevant to my audit in South Africa. I have
fulfilled my other ethical responsibilities in accordance with these requirements and the
IESBA code.
5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide
a basis for my opinion.

Other matter
6. I draw attention to the matter below. My opinion is not modified in respect of this matter.
Unaudited disclosure notes
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7. In terms of section 125(2) (e) of the MFMA the municipal entity is required to disclose
particulars of non-compliance with the MFMA. This disclosure requirement did not form
part of the audit of the financial statements and, accordingly, I do not express an
opinion on it.
1

Responsibilities of the accounting officer for the financial statements
8. The accounting officer is responsible for the preparation and fair presentation of the
financial statements in accordance with the SA Standards of GRAP and the
requirements of the MFMA and the Companies Act and for such internal control as the
accounting officer determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.
9. In preparing the financial statements, the accounting officer is responsible for assessing
the entity’s ability to continue as a going concern, disclosing, as applicable, matters
relating to going concern and using the going concern basis of accounting unless there
is an intention to liquidate the municipal entity or to cease operations, or has no realistic
alternative but to do so.

Auditor-general’s responsibilities for the audit of the financial statements
10. My objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes my opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with the ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.
11. A further description of my responsibilities for the audit of the financial statements is
included in the annexure to this auditor’s report.

Report on the audit of the annual performance report
Introduction and scope
12. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004)
(PAA) and the general notice issued in terms thereof I have a responsibility to report
material findings on the reported performance information against predetermined
objectives for selected strategic objectives presented in the annual performance report.
I performed procedures to identify findings but not to gather evidence to express
assurance.
13. My procedures address the reported performance information, which must be based on
the approved performance planning documents of the municipal entity. I have not
evaluated the completeness and appropriateness of the performance indicators
included in the planning documents. My procedures also did not extend to any
disclosures or assertions relating to planned performance strategies and information in
respect of future periods that may be included as part of the reported performance
information. Accordingly, my findings do not extend to these matters.
14. I evaluated the usefulness and reliability of the reported performance information in
accordance with the criteria developed from the performance management and
reporting framework, as defined in the general notice, for the following selected
2
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strategic objectives presented in the annual performance report of the municipal entity
for the year ended 30 June 2017:
Strategic objectives

Pages in the annual
performance report

Strategic objective 1:To develop, facilitate and promote
viable foreign and local investment in the City of Tshwane

X-X

Strategic objective 2:To identify, design, develop and
manage projects with strategic economic and social benefits
for the greater Tshwane

X-X

Strategic objective 3:To promote Tshwane as a viable
investment destination through the implementation of an
integrated marketing and communication programme

X-X

15. I performed procedures to determine whether the reported performance information
was properly presented and whether performance was consistent with the approved
performance planning documents. I performed further procedures to determine whether
the indicators and related targets were measurable and relevant, and assessed the
reliability of the reported performance information to determine whether it was valid,
accurate and complete.
16. I did not raise any material findings on the usefulness and reliability of the reported
performance information for the following strategic objectives:


Strategic objective 1: To develop, facilitate and promote viable foreign and local
investment in the City of Tshwane



Strategic objective 2: To identify, design, develop and manage projects with
strategic economic and social benefits for the greater Tshwane community



Strategic objective 3: To promote Tshwane as a viable investment destination
through the implementation of an integrated marketing and communication
programme.

Other matter
17. I draw attention to the matter below.
Achievement of planned targets
18. Refer to the annual performance report on pages’ x to x; for information on the
underachievement of planned targets for the year and explanations provided for the
achievement of targets. This information should be considered in the context of the
conclusions expressed on the usefulness and reliability of the reported performance
information.
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Report on the audit of compliance with legislation
Introduction and scope
19. In accordance with the PAA and the general notice issued in terms thereof I have a
responsibility to report material findings on the compliance of the municipal entity with
specific matters in key legislation. I performed procedures to identify findings but not to
gather evidence to express assurance.
20. I did not raise material findings on compliance with the specific matters in key
legislation as set out in the general notice issued in terms of the PAA.

Other information
21. The accounting officer is responsible for the other information. The other information
comprises the information included in the annual report which includes the director’s
report, the audit committee’s report and the company secretary’s certificate, as required
by the Companies Act. The other information does not include the separate financial
statements, the auditor’s report and those selected objectives presented in the annual
performance report that have been specifically reported in the auditor’s report.
22. My opinion on the financial statements and findings on the reported performance
information and compliance with legislation do not cover the other information and I do
not express an audit opinion or any form of assurance conclusion thereon.
23. In connection with my audit, my responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the
financial statements and the selected objectives presented in the annual performance
report, or my knowledge obtained in the audit, or otherwise appears to be materially
misstated.
24. If, based on the work I have performed, I conclude that there is a material misstatement
of this other information; I am required to report that fact.
25. I have nothing to report in this regard.

Internal control deficiencies
26. I considered internal control relevant to my audit of the financial statements, reported
performance information and compliance with applicable legislation; however, my
objective was not to express any form of assurance thereon. I did not identify any
significant deficiencies in internal control.

4
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Other reports
27. There were no engagements conducted by various parties that have or could
potentially have an impact on the municipal entity’s financial statements, reported
performance information and compliance with applicable legislation and other related
matters.

Johannesburg
30 November 2017

120

5

Annexure – auditor-general’s responsibility for the audit
1. As part of an audit in accordance with the ISAs, I exercise professional judgement and
maintain professional scepticism throughout my audit of the financial statements, and the
procedures performed on reported performance information for selected objectives and
on the municipal entity’s compliance with respect to the selected subject matters.

Financial statements
2. In addition to my responsibility for the audit of the financial statements as described in
the auditor’s report, I also:


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



obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the municipal entity’s internal control



evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the board of directors, which
constitutes the accounting officer



conclude on the appropriateness of the board of directors, which constitutes the
accounting officer’s use of the going concern basis of accounting in the preparation
of the financial statements. I also conclude, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the municipal entity’s ability to continue as a going concern. If I
conclude that a material uncertainty exists, I am required to draw attention in my
auditor’s report to the related disclosures in the financial statements about the
material uncertainty or, if such disclosures are inadequate, to modify the opinion on
the financial statements. My conclusions are based on the information available to
me at the date of the auditor’s report. However, future events or conditions may cause
a municipal entity’s to cease continuing as a going concern



evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation



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

6
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Communication with those charged with governance
3. I communicate with the accounting officer regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that I identify during my audit.
4. I also confirm to the accounting officer that I have complied with relevant ethical
requirements regarding independence, and communicate all relationships and other
matters that may reasonably be thought to have a bearing on my independence and,
where applicable, related safeguards.

6.2

MANAGEMENT LETTER ACTION PLAN

In 2015/16, the entity received an unqualified audit with findings. The following table depicts
the progress against the action plan based on the audit outcome of the 2015/16 audit report.
The action plans were constructed to address the root causes as highlighted by the auditors.

Table 13: Action plan based on 2015/16 Auditor-General’s report
NUMBER OF
FINDINGS

REPEAT
FINDINGS

NUMBER OF
FINDINGS
RESOLVED

NUMBER OF
FINDINGS NOT
YET RESOLVED

Annexure A: Matters
affecting the audit report

1

1

1

0

Annexure B: Other important
matters
Annexure C: Administrative
matters
TOTAL

3

0

2

1

3

0

3

0

7

1

6

1

CLASSIFICATION

Table 14: Action plan based on 2016/17 Auditor-General’s report
CLASSIFICATION
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NUMBER OF
FINDINGS

REPEAT
FINDINGS

NUMBER OF
FINDINGS
RESOLVED

NUMBER OF
FINDINGS NOT
YET RESOLVED

Annexure A: Matters
affecting the audit report

0

0

0

0

Annexure B: Other
important matters

2

0

2

0

Annexure C: Administrative
matters

0

0

0

0

TOTAL

2

0

2

0

7

1.

Number

123

Provision for
leave pay:
Understatement
of Leave
Provision

Finding
Management comment on audit
finding:

Management agrees with audit
finding, the leave pay provision
balance will be corrected and
AFS will be adjusted as well as
other affected accounts. The
leave pay provision balance
report is generated by the
service provider who manages
the payroll, the leave provision
Internal control deficiency
report was supposed to have two
Management did not prepare
columns showing both current
regular, accurate and complete
and previous accumulated
financial and performance
portion of the leave days, the
reports that are supported and
report received from the service
evidenced by reliable information. provider only had one column
which was only the current
leave balance. To prepare
the AFS we used the report as
Impact
provided. A correct report has
This will result in an understatement been supplied by the service
of provisions and expenses.
provider and the service provider
confirmed that the report used
had erroneously omitted the
Recommendation
prior year leave balance cycle
column. Management believes
Management should also ensure
the internal controls relative to
that when calculating provisions
the preparation, review and
for leave pay, all leave days in the
disclosure of the leave provision
current cycle and previous cycle
balance, are intact therefore, this
are included.
is an isolated error.

It was noted that provision for
leave was understated on the
annual financial statements. A
difference or R 353 375 was noted
between the amounts per the
schedule and the supporting
documents.

Audit finding

Background

ANNEXURE B: OTHER IMPORTANT MATTERS

Recommendations by the Auditor
General

Responsible
person

No further
action
required
as this
Chief
was an
Financial
isolated
Officer
error
that was
corrected.

Action
plan

Progress

Immediate No further
action
required
as this was
corrected.

Due date

2.

Number

124

Commitments:
Understatement
of Commitments

Finding

Management should ensure
that the commitments register is
reviewed by senior management
and casted for accuracy.

Recommendation

This will result in the
understatement of the
commitment amounts disclosed.

Impact

Management did not prepare
regular, accurate and complete
financial and performance
reports that are supported and
evidenced by reliable information.

Internal control deficiency

It was identified that commitments
disclosure was understated on the
annual financial statements. The
table below shows the difference
between the amount on the
AFS and the amount as per the
commitment register.

Audit finding

Recommendations by the Auditor
General

The error is an isolated event
since the commitment
register is maintained on the
excel spreadsheet inherently
susceptible to minor errors.

Management agrees with the
audit finding and as such the
commitments and the annual
financial statements will be
corrected, management
endeavoured to check the
commitment register to ascertain
the root cause of the error and
discovered that the controls to
review and approve the register
by senior management is in place
(as provided to the auditors).

Management comment on audit
finding:

Background

Responsible
person

No further
action
required
as this
Chief
was an
Financial
isolated
Officer
error
that was
corrected.

Action
plan

Immediate

Due date

No further
action
required
as this was
corrected.

Progress

						CHAPTER 7 CONCLUSION
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TEDA performed well in the 2016/17 financial year and met all its KPIs and their related targets.
The City of Tshwane reviewed the existence of its entities in the current financial year, including
TEDA. This review was concluded in Quarter 4. The City resolved not to disestablish TEDA.
However, sufficient measures will be put in place to monitor and evaluate the operations of
the entities over the next 12 months, after which a re-evaluation of the mandate of the entities
will be considered.
The review of the entity’s service delivery agreement as well as its mandate in the next financial
year would address the issues surrounding the entity’s direction and financial sustainability.
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