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Audit and Risk Committee Report 
We are pleased to present our report for the 

financial year ended 31 March 2020.  
The Audit Committee reports that it has complied with its 
responsibilities arising from Section 51 (1)(a)(ii) of the Public Fi-
nance Management Act and Treasury Regulation 27.1. The Audit 
Committee also reports that it has adopted appropriate formal 
terms of reference as its Audit Committee Charter has regulated 
its affairs in compliance with this charter and has discharged all 
its responsibilities as contained therein.

It meets at least four times a year, in line with its approved terms 
of reference. During the year under review, the committee held 
five meetings, which were also attended by the auditors from 
the Auditor-General’s office. 

The Audit and Risk Committee Chairperson, Mr Mduduzi 
Zakwe, was appointed to the position from 16 July 2020. The 
former Committee Chairperson, Mr Siyabonga Dube, who 
served as Chairperson from September 2019 to June 2020, was 
appointed as Chairperson of the Board from 8 July 2020. 

The Effectiveness of Internal Control 
In line with the PFMA and King IV recommendations, Internal 
Audit provides the Audit and Risk Committee and manage-
ment with the assurance that the internal controls in place are 
adequate, effective and serving the desired purposes. 

This is achieved by adhering to the risk management processes, 
as well as identifying corrective actions and recommended 
enhancements to the controls and processes. 

A formal risk identification process was conducted during the 
period under review, and the Board prioritised the effective 
monitoring and management of the strategic risks that affect the 
business. 

In line with the principles of combined assurance, the Audit and 
Risk Committee, EXCO, the Management Committee, Internal 
Audit, as well as Governance, Risk and Compliance worked 
collaboratively to ensure quality assurance while maintaining 
independence. 

No matters were reported in the various reports of the internal 
auditors, the audit report on the annual financial statements or 
the management report of the Auditor-General of South Africa 

that indicate any material deficiencies in the systems of internal 
control or any deviations therefrom. 

This is because the Audit and Risk Committee monitors the au-
dit register, ensuring that corrective measures on findings raised 
by both the internal and external auditors are implemented. 
Accordingly, the unit can report that the internal controls over 
financial reporting for the period under review were efficient 
and effective.

As part of the Audit and Risk Committee’s responsibilities, 
predetermined objectives and KPIs are reviewed quarterly in 
line with the approved strategic plan and annual performance 
plan. In addition to the financial and non-financial performance 
information, the Audit and Risk Committee ensures that South 
African Tourism complies with all applicable South African and 
international laws.

Our review of the findings of the Internal Audit work, which was 
based on the risk assessments conducted within the public en-
tity, revealed certain weaknesses that were raised with the public 
entity for remedial action. 

In-Year Management and Monthly/ 

Quarterly Report  
The public entity reported monthly and quarterly to the Treasury 
as is required by the PFMA. 

Evaluation of Financial Statements 

The Audit and Risk Committee has:

•	 Reviewed and discussed the audited annual financial 	 	
	 statements to be included in the annual report with the	
	 Auditor-General of South Africa and the Accounting 		
	 Officer.
•	 Reviewed the Auditor-General’s management report and 	
	 management’s response.
•	 Reviewed and assessed South African Tourism’s compliance 	
	 with statutory, legal and regulatory provisions.
•	 Reviewed all adjustments resulting from the audits conducted 	
	 and reported.
•	 Ensured the adequacy, reliability and accuracy of the financial 	
	 information provided by management.

The Audit and Risk Committee agrees with − and has accepted − 
the Auditor-General’s report on the annual financial statements. 
Therefore, the audited statements should be accepted and read 
together with the report of the Auditor-General.
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Auditor’s Report
We have reviewed the entity’s implementation plan for audit issues 
raised in the prior year and we are satisfied that matters have been 
adequately resolved. In cases where they have not been resolved, 
action plans, with specific timelines, have been put in place. 

The Audit Committee concurs and accepts the conclusions of the 
Auditor-General on the annual financial statements and is of the 
opinion that the audited annual financial statements be accepted 
and read together with the report of the Auditor-General.

Auditor-General of South Africa
We have also met with the Auditor-General of South Africa to 
ensure there are no unresolved issues.

Mr Mduduzi Zwake CA(SA)
Chairperson of the Audit and Risk Committee
30 September 2020

CRITERIA RESPONSE DISCUSSION

Yes/No
(include a discussion on your  
response and indicate what measures 
have been taken to comply)

Determining qualification criteria for the issuing of licences,  
concessions or other authorisations in respect of economic  
activity in terms of any law? 

N/A

Developing and implementing a preferential procurement policy? 

Determining qualification criteria for the sale of state-owned enterprises? N/A

Developing criteria for entering into partnerships with the private sector? Yes
The partnership policy is  
currently in progress.

Determining criteria for the awarding of incentives, grants and  
investment schemes in support of Broad Based Black Economic  
Empowerment? 

N/A

B-BBEE Compliance Performance Information 
Has the Public Entity applied any relevant Code of Good Practice (B-BBEE Certificate Levels 1-8) with regards to the following: 
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HUMAN 
RESOURCES 

MANAGEMENT 

INTRODUCTION

In delivering on its mandate of building an inspiring and ener-
gised organisation, as well as improving operational efficiency, 
in the year under review, South African Tourism continued to 
ensure that all its actions, at an organisational and an employee 
level, were geared towards meeting its defined goals. This could 
only be achieved by ensuring that South African Tourism and 
its employees clearly understood their role in achieving these 
goals. To ensure this, the following initiatives were undertaken 
during the period under review:

Human Capital Strategy
South African Tourism continued to implement its revised Hu-
man Capital Strategy in 2019/20. This robust and well-crafted 
strategy is aimed at reawakening passion and drive among all 
employees by maintaining a high-performance culture within 
South African Tourism to contribute to achieving its goals. It 
further serves to attract, engage, nurture and retain talent while, 
at the same time, building leadership capability that will inspire 
and steer the organisation towards its goals.

Human Resources Information System
In line with South African Tourism’s goal to become operation-
ally efficient, the Human Resources Information System post-
implementation review was a key focus in the period under 
review. After the implementation of the Oracle Human Re-
sources system, as well as the development and implementation 
of the Oracle Performance Management System, user reviews 
were conducted to ensure the effectiveness of the system. South 
African Tourism’s human capital strategic intent was instrumental 
in assessing the principles used to guide key components within 
the performance management system. 

Employee Engagement 
Employee engagement positively contributes to staff morale, 
productivity and a sense of belonging. South African Tourism 
seeks to promote open communication at all levels. The follow-
ing feedback sessions and interventions were carried out during 
the year under review:

•	 Focus groups were held to obtain further insights following 	
	 the employee engagement survey conducted in the previous 	
	 review period.
•	 A provider was appointed to conduct team engagement  
	 sessions in line with the results shared with the business  
	 during the period under review. 

Employee engagement increased from 62.5% in 2017/18  
to 68.85% in 2018/19 and again to 72% in 2019/20. Several  
initiatives contributed to the increase:

•	 Team engagement sessions were initiated across the  
	 organisation which served to address key learnings from the 	
	 employee engagement survey results.
•	 To enhance employee development, the bursary policy  
	 ensured bursaries were issued to qualifying employees.
•	 A structured and registered learnership programme was 	
   maintained to enable youth development and enhance 	
   delivery.
•	 Communication to staff was maintained through a broad 
	 staff meeting.

Performance Management 
As part of building an inspiring and energised organisation, 
South African Tourism has continued to align the automated 
performance management system with business needs. This is 
aimed at ensuring that the organisation’s operations align with 
its deliverables, right down to individual objectives. The system 
also ensures the efficient management of standardised, high-
quality data and information to support better decision-making 
across the business. The performance management system is 
supported by a set of principles and behaviours based on the 
organisation’s values.

South African Tourism employees set, reviewed and appraised 
their performance objectives on the Oracle Performance Man-
agement System during the period under review.

Human Capital Compliance Review
In 2019/20, Human Capital continued to maintain a database 
of human capital-related legislation and review policies to ad-
dress the identified gaps. Among other activities, it continued to 
review the General Human Capital Policy so that it aligned with 
best practice.
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PROGRAMME 
TOTAL  

EXPENDITURE 
(R’000)

PERSONNEL 
EXPENDITURE 

(R’000)

PERSONNEL  
EXPENDITURE 

AS A % OF 
TOTAL  

EXPENDITURE 

NUMBER OF 
EMPLOYEES

AVERAGE  
PERSONNEL 

COST PER  
EMPLOYEE 

(R’000)

Administration/Corporate 
Support

152,190 51,708 34% 56 923

Business Enablement 79,059 14,218 18% 11 1,292

Leisure Tourism Marketing 960,976 118,941 12% 83 1,433

Business Events 178,855 17,445 10% 17 1,026

Tourist Experience 77,021 16,678 22% 19 878

Total 1,448,101 218,989 15% 186 1,177

LEVEL
PERSONNEL  

EXPENDITURE  
(R’000)

% OF PERSONNEL 
EXPENDITURE TO 

TOTAL PERSONNEL 
COST 

NUMBER OF  
EMPLOYEES

AVERAGE  
PERSONNEL COST 

PER EMPLOYEE 
(R’000)

Top management                         13,159 6% 6 2,193

Senior management                         30,309 14% 16 1,894

Professionally qualified                       131,064 59% 88 1,489

Skilled                         40,429 18% 63 641

Semi-skilled                          3,930 2% 13 302

Unskilled  - 0% - -

Other* (internships)                          2,309 1% 26 88

Total  221,199 212  1,043 

Human Resources Oversight Statistics 
The table below summarises South African Tourism’s expenditure and provides an indication of the personnel cost per programme  
and salary band.

Personnel cost by objective

Personnel cost per salary band
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LEVEL
PERFORMANCE  

REWARDS

PERSONNEL  
EXPENDITURE  

(R’000)

PERSONNEL  
EXPENDITURE  

AS A % OF TOTAL 
EXPENDITURE

Top management 363 13,159 3%

Senior management 1,582 31,467 5%

Professionally qualified 3,266 88,498 4%

Skilled 1,373 34,711 4%

Semi-skilled 365 3,930 9%

Unskilled

Other

Total 6,949 171,765 4%

Note: During the year under review, no performance incentives were declared. The table above details the last leg of the long-term incentive from the previous 

financial years..

Performance Incentive System 
South African Tourism uses a three-tier performance management system to monitor and evaluate its organisational and employee 
performance. The system aims to incentivise employees to proactively and consistently contribute to the organisation exceeding its 
short- and long-term key performance areas and targets, as contained in its five-year strategic plan, annual performance plan  
and budget.

Performance-related pay has been institutionalised as standard practice at South African Tourism. Underpinning South African Tour-
ism’s performance-driven corporate culture is a work environment that encourages staff to continuously enhance their capabilities and 
strive for excellence while living the organisation’s values.

The table below represents the performance rewards per salary band:

Skills Development  
Skills development has become an increasingly important tool to improve performance and organisational effectiveness, leading  
to the creation of an inspired and energised organisation with world-class efficiencies. South African Tourism acknowledges that  
providing opportunities for learning and development benefits employees, enhancing their professional development and prospects 
for advancement within the organisation. Skills development is central to aligning human capital with the organisation’s strategic  
deliverables. South African Tourism is committed to upskilling employees. As a result, more staff members continue to take part in  
various learning and development interventions. 



93 ANNUAL REPORT 2019 | 2020 GENERAL INFORMATION

SOUTH AFRICAN TOURISM

TRAINING COSTS  
PROGRAMME/ 
ACTIVITY/ 
OBJECTIVE

PERSONNEL  
EXPENDITURE

TRAINING  
EXPENDITURE

TRAINING  
EXPENDITURE  

AS A % OF  
PERSONNEL  

COST

NO. OF  
EMPLOYEES 

TRAINED

AVERAGE  
TRAINING  
COST PER  

EMPLOYEE
(R’000)(R’000) (R’000)

Programme 1: Corporate Support 51,708 228 0,4% 16 14 

Programme 2:  
Business Enablement

14,217 1,135 8% 64 17 

Programme 3:  
Leisure Tourism Marketing

118,940 1,147 1% 52 22 

Programme 4: Business Events 17,444 295 1,7% 10 29 

Programme 5: Tourist Experience 16,678 617 3,7% 27 22 

Total 218,989 3,424 1,56% 169 106 

PROGRAMME

2018/19 2019/20 2019/20 2019/20
% OF  

VACANCIES
NUMBER OF 
EMPLOYEES

APPROVED 
POSTS

NUMBER OF 
EMPLOYEES

VACANCIES

Programme 1: Corporate Support 55 58 55 3 1.5%

Programme 2: Business  
Enablement

11 12 11 1 0.5%

Programme 3: Leisure Tourism 
Marketing

82 93 84 9 4.5%

Programme 4: Business Events 17 17 14 3 1.5%

Programme 5: Tourist Experience 18 20 22 0 -

Total 183 202 186 16 7.9%

Workplace Skills Plan and Training Cost for 2019/20 
A Workplace Skills Plan was developed and implemented in 2019/20. It was informed by the skills audit outcomes and employees’ 
personal development plans. The overall investment in training for the year under review was R3,424,483. The Skills Development Levy 
for the financial year was R1,465,415. This means that South African Tourism invested more than 230% of its Skills Development Levy 
for 2019/20.

Training and development interventions were undertaken per programme as follows:

Employment and Vacancies
To maintain its equity targets, South African Tourism aims to fill all vacancies that may arise. The Board-approved structure entails 202 
positions, compared to the headcount of 186 positions. The table below summarises South African Tourism’s employment vacancies 
report. Recruitment has continued to be a core focus in the year under review.

*Personnel expenditure source: EMP 201
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LEVELS

2019/20 2019/20 2019/20

% OF VACANCIES
APPROVED  

POSTS
NUMBER OF  
EMPLOYEES

VACANCIES

Top management 7 7 0 -

Senior management 16 14 2 1%

Professionally qualified 96 87 9 4.5%

Skilled 70 66 4 2%

Semi-skilled 13 12 1 0.5%

Unskilled - - - -

Total 202 186 16 7.9%

LEVELS
EMPLOYMENT AS AT 

31 MARCH 2019
TERMINATIONS APPOINTMENTS

EMPLOYMENT AS 
AT 31 MARCH 2020

Top management 6 1 2 7

Senior management 15 1 - 14

Professionally qualified 88 10 9 87

Skilled 61 3 8 66

Semi-skilled 13 - - 12

Unskilled - - - -

Total 183 17 17 186

At the end of March 2020, South African Tourism was operating at an 92.08% occupancy rate against the approved staff establishment, 
with the remaining 7.92% recorded as a vacancy rate. There are no vacancies at top management level. 

Staff Movements
The following table represents employee movements for the period under review:
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Reasons For Staff Turnover 
The table below outlines the reasons why staff members left the organisation during the period under review in relation to the number 
who left. Quarterly statistics are reported, and the annual turnover rate is an average of the four quarterly statistics.

Equity Target and Employment Equity Status  
The employment equity figures are based on all South African employees. While labour laws of international offices promote diversity, 
South Africa’s employment equity legislation does not affect them, meaning these offices are exempt from employment equity targets. 
For the period under review, the employment equity targets for South African Tourism were determined based on employment equity 
legislation and South Africa’s economically active population profile. In total, 81.72% of the organisation’s staff members are South 
African, an increase of 1.62% from the previous financial year.

Females represent 61.84%, while males represent 38.16% of South African employees across South African Tourism. In total, 71.28% of 
the South African female employees are African, while 75.86% of South African male employees are African.

REASON NUMBER % OF TOTAL NO. OF STAFF LEAVING

Death - -

Resignation 13 87%

Dismissal 0 -

Retirement 0 -

Ill health 0 -

Expiry of contract 2 13%

Total 15

NATURE OF DISCIPLINARY ACTION NUMBER

Verbal warning -

Written warning -

Final written warning 1

Dismissal 0

Total 1

South African Tourism recorded a staff turnover rate of 8.06% for 2019/20, down from 9.2% in the previous financial year. While the 
overall labour turnover is 8.06%, voluntary labour turnover is 6.9%. Employee resignation is the main reason for staff turnover. Overall, 
15 employees left South African Tourism in 2019/20, down by 12% from the previous financial year.

Industrial Relations: Misconduct and Disciplinary Action 
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Staff with a Disability 
South African Tourism continues to strive for fair representation of people with disabilities. At the end of March 2020, it had two  
employees with a disability, which equates to 1.07% of staff. The organisation’s demographic employee profile complies with the  
employment equity plans.

The table below details South African Tourism’s disability profile at all occupational levels, compared to the internal target. 

DISABILITY PROFILE

PROGRAMME
MALE FEMALE

CURRENT TARGET CURRENT TARGET

Top management, excluding  
non-executive directors

0 - - -

Senior management 0 - -

Professionally qualified and experienced 
specialists, and middle management

2 2 - -

Skilled technical and academically  
qualified workers, junior  
management, supervisors, foremen  
and superintendents

0 0 - -

Semi-skilled and discretionary  
decision-making

0 0 - -

Unskilled and defined decision-making 0 0 - -

Total 2 2 - -
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Report of the auditor-general to  
Parliament on the South African Tourism
Report on the audit of the  
financial statements
Opinion
1.	 I have audited the financial statements of the South 		
	 African Tourism set out on pages 106 to 149, which 
	 comprise the statement of financial position as at 31 	       	
	 March 2020, statement of financial performance, 
	 statement of changes in net assets and cash flow 
	 statement 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 South African 	
	 Tourism as at 31 March 2020, and 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 	
	 Public Finance Management Act of South Africa, 1999 (Act 	
	 No. 1 of 1999) (PFMA). 

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 auditor’s report. 

4.	 I am independent of the public entity in accordance with 	
	 Sections 290 and 291 of the Code of Ethics for professional 	
	 accountants and parts 1 and 3 of the International Code 	
	 of Ethics for Professional Accountants (including 		
	 International Independence Standards) of the 
	 International Ethics Standards Board for Accountants 		
	 (IESBA codes) as well as 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 codes.
 
5.	 I believe that the audit evidence I have obtained is sufficient 	
	 and appropriate to provide a basis for my opinion.

Emphasis of matter
6.	 I draw attention to the matters below. My opinion is not 	
	 modified in respect of these matters.

Irregular expenditure
7.	 As disclosed in note 32 to the financial statements, 
	 irregular expenditure of R49,962,765 was incurred in the 	
	 current year due to non-compliance with prescribed 
	 procurement prescripts.

A significant subsequent event after the financial 
statements and the date of the auditor’s report
8.	 I draw attention to note 30 to the financial statements, 	
	 which deals with subsequent events and specifically the 	
	 possible effects of the future implications of COVID-19 	
	 on the public entity. Management has revised the 
	 annual performance plan for 2020-21 as a result of a 
	 budget reduction of 66% (R866 million). 

Responsibilities of the accounting authority  
for the financial statements
9.	 The board of directors, which constitutes the Accounting  
	 Authority, 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 PFMA, and for such internal control as the 		
	 Accounting Authority determines is necessary to enable 	
	 the preparation of financial statements that are free from 	
	 material misstatement, whether due to fraud or error.

10.		In preparing the financial statements, the Accounting 
	  Authority is responsible for assessing the public 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 the 
	 appropriate governance structure either intends to 		
	 liquidate the public entity or to cease operations, or has  
	 no realistic alternative but to do so. 
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Auditor-General’s responsibilities for the audit  
of the financial statements
11.	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. 

12.	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
13.	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 on the usefulness and reliability of the reported 	
	 performance information against predetermined
	 objectives for selected programmes presented in the 		
	 annual performance report. I performed procedures to 	
	 identify material findings but not to gather evidence to 	
	 express assurance.

14.	My procedures address the usefulness and reliability of the 	
	 reported performance information, which must be based on 	
	 the approved performance planning documents of the  
	 public entity. I have not evaluated the completeness and 	
	 appropriateness of the performance indicators included 	
	 in the planning documents. My procedures do not  
	 examine whether the actions taken by the public entity 	
	 enabled service delivery. My procedures also do 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.  

15.	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 programme presented in the  
	 annual performance report of the public entity for the year 	
	 ended 31 March 2020:
 

16.	 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 pro	
	 cedures to determine whether the indicators and related 	
	 targets were measurable and relevant, and assessed the reli	
	 ability of the reported performance information to deter	
	 mine whether it was valid, accurate and complete.

17.	 The material findings in respect of the usefulness and  
	 reliability of the selected programme are as follows:

Programme 5 – Tourist experience
Number of officials/frontline staff that attended the welcome 
training:

18.	 The achievement of 514 was reported against a target of 	
	 800 in the annual performance report. However, some 	
	 supporting evidence provided differed materially from the 	
	 reported achievement, while in other instances I was unable 	
	 to obtain sufficient appropriate audit evidence. This was due 	
	 to the lack of accurate and complete records. I was unable 	
	 to further confirm the reported achievement by alternative 	
	 means. Consequently, I was unable to determine whether 	
	 any further adjustments were required to the reported 	
	 achievement.

PROGRAMME 
PAGES IN THE ANNUAL  

PERFORMANCE REPORT

Programme 5 – Tourist experience 57 – 62
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Other matters
19.	I draw attention to the matter below:

Achievement of planned targets
20.	Refer to the annual performance report on pages 21 to 62
	 for information on the achievement of planned targets 	
  	 for the year and explanations provided for the under/over 	
	 achievement of a significant number of targets. This 
	 information should be considered in the context of the 	
     material findings on the usefulness and reliability of the 	
     reported performance information in paragraph 18 of this 	
	 report.

Report on the audit of compliance  
with legislation
Introduction and scope
21.	In accordance with the PAA and the general notice issued  
	 in terms thereof, I have a responsibility to report material 	
	 findings on the public entity’s compliance with specific 	
	 matters in key legislation. I performed procedures to identify 	
	 findings but not to gather evidence to express assurance. 

22.	The material findings on compliance with specific matters in 	
	 key legislation are as follows:

 Expenditure management
23.	Effective and appropriate steps were not taken to prevent 	
	 irregular expenditure of R49,962,765 as disclosed in note 	
	 30 to the annual financial statements, as required by 		
	 Section 51(1)(b)(ii) of the PFMA. The majority of the 		
	 irregular expenditure was caused by contracts identified 	
	 the previous year, which were amended or extended 		
	 without the approval of the National Treasury as required 	
	 by paragraph 9.1 and 9.2 of national treasury instruction 	
	 note 3 of 2016-17. 

Procurement and contract management
24.	Some quotations were accepted from prospective
	 suppliers who did not submit a declaration on whether 	
	 they are employed by the state or connected to any 		
	 person employed by the state, which is prescribed in order 	
	 to comply with treasury regulation 16A8.3.

25.	Some contracts were awarded to bidders who did not
	 submit a declaration on whether they are employed by
	 the state or connected to any person employed by the 	
	 state, which is prescribed in order to comply with Treasury  
	 regulation 16A8.3.

Submission of the financial statements
26.	The financial statements submitted for auditing were not 	
	 prepared in accordance with the prescribed financial  
	 reporting framework as required by Section 55(1)(b) of the
	 PFMA. Material misstatements of revenue and 
	 the segment information disclosure note identified by
	 the auditors in the submitted financial statements were 	
	 corrected, resulting in the financial statements receiving 	
	 an unqualified audit opinion.

Other information
27.	The Accounting Authority is responsible for the other 
	 information. The other information comprises the 
	 information included in the annual report, which includes
	 the Audit and Risk Committee’s Report, the Chair of the
	 Board’s Report and the Chief Executive Officer’s
	 Report. The other information does not include
	 the financial statements, the auditor’s report and those
	 selected programmes presented in the annual
	 performance report that have been specifically 		
	 reported in this auditor’s report.

28.	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.

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

30.	 If based on the work I have performed, I conclude that 	
	 there is a material misstatement in this other information,  
	 I am required to report that fact. I have nothing to report 	
	 in this regard. 
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Internal control deficiencies
31.	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
	 on it. The matters reported below are limited to the 		
	 significant internal control deficiencies that resulted in 	
	 the findings on the performance report and the findings 	
	 on compliance with legislation included in this report.

32.	There has been a slow response to addressing non- 
	 compliance. Leadership did not ensure that the public entity 	
	 complied with applicable law and legislation. The public 	
	 entity’s internal processes and systems did not prevent  
	 irregular expenditure.

33.	The public entity compiled an action plan based on the audit 	
	 report findings; however, they did not adequately monitor 	
	 the existing action plan. The underlying systems and controls 	
	 were inadequate to provide reliable evidence to support the 	
	 reporting on predetermined objectives for programmes 	
	 selected for auditing. The relevant staff did not verify the  
	 data in the registers. 

Auditor-General
Pretoria
1 October 2020
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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 programmes and 	
	 on the public entity’s compliance with respect to the 		
	 selected subject matters.

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

	 •	 identify and assess the risks of material misstatement 	
		  of the financial statements, whether due to fraud or 	
		  error; design and perform audit procedures responsive 	
		  to those risks; and obtain audit evidence that is 		
		  sufficient and appropriate to provide a basis for my
		  opinion. The risk of not detecting a material 		
		  misstatement resulting from fraud is higher than for
		  one resulting from error, as fraud may involve collusion, 	
		  forgery, intentional omissions, misrepresentations or the 	
		  override of internal control.
	 •	 obtain an understanding of internal control relevant to
		  the audit in order to design audit procedures that 
		  are 	appropriate in the circumstances, but not for the 	
		  purpose of expressing an opinion on the effectiveness 	
		  of the public entity’s internal control.
	 •	 evaluate the appropriateness of accounting policies 	
		  used and the reasonableness of accounting estimates
		  and related disclosures made by the Board of Directors,
		  which constitutes the accounting authority.
	 •	 conclude on the appropriateness of the Board of 
		  Directors, which constitutes the accounting authority’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 relating to events or 		
		  conditions that may cast significant doubt on the 		
		  ability of the South African Tourism 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 my opinion on the financial statements. My 	
		  conclusions are based on the information available to
		  me at the date of this auditor’s report. However, future 	
		  events or conditions may cause a public entity to cease 	
		  operating as a going concern.
	 •	 evaluate the overall presentation, structure and content
		  of the financial statements, including the disclosures, 	
		  and determine whether the financial statements 		
		  represent the underlying transactions and events in a 	
		  manner that achieves fair presentation.

Communication with those charged  
with governance
3.	 I communicate with the accounting authority regarding, 	
	 among other matters, the planned scope and timing of the 	
	 audit and significant audit findings, including any significant 	
	 deficiencies in internal control that I identify during my audit. 
4.	 I also confirm to the Accounting Authority 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, 
	 actions taken to eliminate threats or safeguards applied. 
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NOTES 2020 2019

Current assets 

Receivables from exchange transactions 6 73,020, 266 28,750,323

Staff advances – current 5 169,599 97,210

Cash and cash equivalents 7 624,938,538 609,509,616

698,128,403 638,357,149

Non-current assets 

Property, plany and equipment 2 86,724,542 91,818,280

Intangible 3 3,642,522 2,364,929

90,367,064 94,183,209

Total assets 788,495,467 732,540,358

Liabilities 

Current liabilities 

Finance lease obligation 9 40,769 112,534

Operating lease liability 1,933,140 -

Trade and other payables 12 426,872,355 559,539,714

Income received in advance 10 - 715,020

Provisions 11 1,746,281 22,208,140

430,592,545 582,575,408

Non-current liabilities 

Finance lease obligation 9 65,033 153,454

Provisions 11 28,099,626 28,324,022

28,164,659 28,477,476

Total liabilities 458,757,204 611,052,884

Net assets 329,738,263 121,487,474

Reserves 

Revaluation reserve 8 76,651,806 76,521,191

Accumulated surplus 253,086,457 44,966,282

Total Net Assets 329,738,263 121,487,474

Statement of Financial Position 
as at 31 March 2020

South African Tourism  
Financial Statements for the year ended 31 March 2020 
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NOTES 2020 2019

Revenue 

Revenue from exchange transactions 

Sundry income 110,188,996 58,999,053

Grading revenue 15 23,844,713 21,738,538

Interest received 16 21,663,261 37,611,298

Gain on foreign exchange 834,526 -

Total revenue from exchange transactions 156,531,496 118,348,889

Revenue from non-exchange transactions 

Transfer revenue 

Government grants and subsidies 17 1,256,522,893 1,208,048,000

Voluntary TOMSA levies 156,818,353 121,515,767

Total revenue from non-exchange transactions 1,413,341,246 1,329,563,767

Total revenue  13 1,569,872,742 1,447,912,656

Expenditure 

Employee related costs 18 (230,038,295) (237,717,012)

Administration and management fees 19 (70,686,393) (51,732,455)

Depreciation and amortisation (5,961,629) (8,109,008)

Finance costs 20 (14,236) (21,423)

Lease rentals on operating lease 14 (23,546,845) (16,813,501)

Bad debts 21 (379,157) (1,581,496)

Loss on disposal of assets and liabilities (151,803) (2,759)

Loss on foreign exchange - (6,393,173)

Marketing expenses (1,095,061,956) (1,143,955,683)

Auditors remuneration 22 (8,353,770) (6,698,921)

Grading expenses (13,906,684) (15,893,515)

Total expenditure (1,448,100,768) (1,488,918,946)

Surplus (deficit) for the year 121,771,974 (41,006,290)

Statement of Financial  
Performance 

South African Tourism  
Financial Statements for the year ended 31 March 2020 
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REVALUATION RESERVE ACCUMULATED SURPLUS TOTAL NET ASSETS

Balance at 01 April 2018 70,626,045 128,263,436 198,889,481

Currency translation differences (2,545,155) - (2,545,155)

Surplus for the year - (41,006,290) (41,006,290)

Net income (losses) recognised directly in net 
assets

8,440,302 (39,226,954) (30,786,652)

Other 3 - (2,947,347) (2,947,347)

Total changes 5,895,147 (83,180,591) (77,285,444)

Balance at 01 April 2019 76,521,192 44,966,282 121,487,474

Net income (losses) recognised directly in net 
assets 

- - -

Surplus for the year - 121,771,974 121,771,974

Movement in the current year 130,614 86,348,201 86,478,815

Total changes 130,614 208,120,175 208,250,789

Balance at 31 March 2020 76,651,806 253,086,457 329,738,263

Note(s)             8

Statement of Changes  
in Net Assets 

South African Tourism  
Financial Statements for the year ended 31 March 2020 
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NOTES 2020 2019

Cash flows from operating activities 

Receipts 

Sale of goods and services 93,092,202 198,054,821

Grants 1,369,331,033 1,208,048,000

Interest income 21,547,369 37,238,924

1,483,970,604 1,443,341,745

Payments 

Employee costs (230,664,750) (213,222,990)

Suppliers (1,235,454,632) (1,189,368,169)

Finance cost (18,843) (20,989)

(1,466,138,225) (1,402,612,148)

Net cash flows from operating activities 24 17,832,379 40,729,597

Cash flows from investing activities 

Purchase of property, plant & equipment 2 (2,380,361) (5,958,137) 

Proceeds from sale of property, plant & equipment 2 223,715 197,748

Purchase of other intangible assets 3 - (720,588)

Proceeds from sale of other intagible assets 3 - 1,341,358

Movement in staff advances (72,389) 118,835

Net cash flows from investing activities (2,229,035) (5,020,784)

Cash flows from financing activities 

Finance lease payments (174,422) (787)

Net increase/(decrease) in cash and cash equivalents 15,428,922 35,708,026

Cash and cash equivalents at the beginning of the year 609,509,616 573,801,590

Cash and cash equivalents at the end of the year 7 624,938,538 609,509,616

Cash Flow Statement  

South African Tourism  
Financial Statements for the year ended 31 March 2020 
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Accounting Policies 

South African Tourism  
Financial Statements for the year ended 31 March 2020 

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

The annual financial statements have been prepared on an ac-
crual 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 financial 
statements, are disclosed below. 

These accounting policies are consistent with the previous 
period.

1.1	 Presentation currency 
These financial statements are presented in South African rand, 
which is the functional currency of South African 
Tourism. 

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

1.3	 Significant judgements and sources  
	 of estimation uncertainty 
In preparing the financial statements, management is required 
to make estimates and assumptions that affect the amounts rep-
resented in the financial statements and related disclosures. Use 
of available information and the application of judgement is in-
herent in the formation of estimates. Actual results in the future 
could differ from these estimates which may be material to the 
financial statements. Significant judgements include provisions 
and extension of useful life in the line with GRAP 17. 

 

Trade receivables
The entity assesses its trade receivables for impairment at the 
end of each reporting period. In determining whether an im-
pairment 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 esti-
mated future cash flows from a financial asset. 

Provisions 

Provisions are measured at present value of estimated future 
outflows required to settle the obligation unless the impact of 
timing is immaterial. Management considers the probability of 
the potential outcome during the process of determining the 
best estimate of future settlement amount. 

Post-retirement benefits 
The present value of the post-retirement obligation depends 
on a number of factors that are determined on an actuarial 
basis using a number of assumptions. The assumptions used 
in determining the net cost (income) include the discount rate. 
Any changes in these assumptions will impact on the carrying 
amount of post-retirement obligations. 

The entity determines the appropriate discount rate at the end 
of each year. This is the interest rate that should be used to 
determine the present value of estimated future cash outflows 
expected to be required to settle the pension obligations. 

Effective interest rate 

This entity uses an appropriate interest rate, taking into account 
guidance provided in the standards and applying professional 
judgement specific to circumstances to discount future  
cashflows. 
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Accounting Policies 

South African Tourism  
Financial Statements for the year ended 31 March 2020 

1.3	 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 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 the 
initial recognition. Management makes certain assumptions 
regarding the categorisation of debtors into groups with similar 
risk profiles in order to assess and determine possible impair-
ment. In this case there is no material variance between group 
and individual impairment. 

The measurement of receivables is derived after consideration of 
the allowance for doubtful debts. Trade receivables over 90 days 
are provided for, as significant days outstanding are deemed to 
be an indicator of impairment. The exceptions to this are gover-
ment entities due to past payment trend analysis. 

Depreciation and amortisation 
Depreciation and amortisation recognised on property, plant 
and equipment and intagible assets is determined with refer-
ence to the useful lives of the underlying items. The useful lives 
of assets are based on management’s estimation of the assets 
condition, including expected condition at the end of period of 
use, its current use as well as expected future use. 

Significant judgement was applied in determining the extended 
useful lives of fixed assets. Individual useful lives are reviewed 
with sufficient regularity and adjusted through depreciation 
catchup method where necessary. 

Principal and agent arrangement 
In determining the existence of a principal vs agent arrange-
ments in terms of GRAP 109, judgement is applied in relation 
to the entities’ mandate for purposed concluding if the entity is 
an agent. Judgement is applied in relation to industry norm for 
purposes of concluding if the entity is a principal. 

Pension and other post-employment benefits 
Post-employment pension benefits offered by the entity take the 
form of a defined contribution plan. A defined contribution plan 
is a post-employment benefit plan under which an entity pays 
fixed contributions into a separate fund, resulting in no legal or 
contructive obligations 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. 

1.4	 Property, plant and equipment 
Property, plant and equipment are tangible non-current assets 
(including infrastructure assets) that are held for use in the pro-
duction or supply of goods or services, rental to others, or for 
administrative purposes, and are expected to be used in 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,
•  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 pur-
chase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operat-
ing 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 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 ac-
quired 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 those 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. 



112ANNUAL REPORT 2019 | 2020 FINANCIAL INFORMATION

SOUTH AFRICAN TOURISM

Accounting Policies 

South African Tourism  
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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.

Property, plant and equipment is carried at cost less accumu-
lated depreciation and any impairment losses except for
land, buildings and artwork which is carried at revalued amount 
being the fair value at the date of revaluation less any
subsequent accumulated depreciation and subsequent accumu-
lated impairment losses.

South African Tourism has elected to adopt the asset manage-
ment framework for recognition of minor assets. Revaluations 
are made with sufficient regularity such that the carrying amount 
does not differ materially from that determined using fair value 
at the end of the reporting period.

When an item of property, plant and equipment is revalued,  
any accumulated depreciation at the date of the revaluation  
is eliminated against the gross-carrying amount of the asset  
and the net amount restated to the revalued amount of  
the asset.

Any increase in an asset’s carrying amount, as a result of a  
revaluation, is credited directly to a revaluation surplus.  
The increase is recognised in surplus or deficit to the extent  
that it reverses a revaluation decrease of the same asset
previously recognised in surplus or deficit.

Any decrease in an asset’s carrying amount, as a result of a 
revaluation, is recognised in surplus or deficit in the current
period. The decrease is debited directly to a revaluation  
surplus to the extent of any credit balance existing in the
revaluation surplus in respect of that asset.

The revaluation surplus in equity related to a specific item  
of property, plant and equipment is transferred directly to
retained earnings when the asset is derecognised.

The revaluation surplus in equity related to a specific item  
of property, plant and equipment is transferred directly to
retained earnings as the asset is used. The amount transferred  
is equal to the difference between depreciation based on
the revalued carrying amount and depreciation based on the 
original cost of the asset.

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

Property, plant and equipment except for land, buildings and 
artwork are carried at cost less accumulated depreciation
and any impairment losses.

Property, plant and equipment carried at revalued amount,  
being the fair value at the date of revaluation less any
subsequent accumulated depreciation and subsequent  
accumulated impairment losses. Revaluations are made with
sufficient regularity such that the carrying amount does not  
differ materially from that which would be determined using  
fair value at the end of the reporting period.
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Any increase in an asset’s carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The increase is  
recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same asset previously recognised in surplus  
or deficit. 
 
Any decrease in an asset’s carrying amount, as a result of a revaluation, is recognised in surplus or deficit in the current period. The 
decrease is debited in revaluation surplus to the extent of any credit balance existing in the revaluation surplus in respect of that asset.
 
The useful lives of items of property, plant and equipment have been assessed as follows:

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 depreci-
ated 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’s 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 use-
ful 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 ben-
efits 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.				  

ITEM DEPRECIATION METHOD AVERAGE USEFUL LIFE

Buildings Straight line 50 years

Furniture and fixtures Straight line 4-40

Motor vehicles Straight line 4-15 years

IT equipment Straight line 3-20 years

Leasehold improvements Straight line Period of lease or shorter 

Lift Straight line 5-50 years

Airconditioning Straight line 5-20 years

Leased assets Straight line Period of lease or shorter 

Electrical installation Straight line 5-20 years
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1.5	I ntangible assets
An asset is identifiable if it either:

•	 is separable, that is, capable of being separated or divided  
	 from an entity and sold, transferred, licensed, rented or
	 exchanged, either individually or together with a related  
	 contract, identifiable assets or liability, regardless of
	 whether the entity intends to do so; or
•	 arises from binding arrangements (including rights from  
	 contracts), regardless of whether those rights are
	 transferable or separable from the entity or from other  
	 rights and obligations.

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

An intangible asset is recognised when:

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

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

Where an intangible asset is acquired through a non-exchange 
transaction, its initial cost at the date of acquisition is measured 
at its fair value as at that date. Expenditure on research (or on 
the research phase of an internal project) is recognised as an 
expense when it is incurred. 

An intangible asset arising from development (or from the  
development phase of an internal project) is recognised
when:

•	 it is technically feasible to complete the asset so that it will be 	
	 available for use or sale.
•	 there is an intention to complete and use or sell it.
•	 there is an ability to use or sell it.
•	 it will generate probable future economic benefits or  
	 service potential.
•	 there are available technical, financial and other resources  
	 to complete the development and to use or sell the asset.
 
 

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

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 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).

ITEM DEPRECIATION METHOD AVERAGE USEFUL LIFE

Marketing costs Straight line 20 years

Computer software, other Straight line 10-12 years

Website costs Straight line 2-10 years

1.6	 Financial instruments 
A financial instrument is any contract that gives rise to a finan-
cial asset of one entity and a financial liability or a residual
interest of another entity.

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

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

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

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

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

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

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

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

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

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

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

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

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:

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:

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.

Initial measurement of financial assets and  
financial liabilities
The entity measures a financial asset and financial liability ini-
tially at its fair value plus transaction costs that are directly
attributable to the acquisition or issue of the financial asset or 
financial liability.

CLASS CATEGORY

Trade and other receivables
Financial asset measured at  
amortised cost

Cash and cash equivalents Financial asset measured at fair value

CLASS CATEGORY

Finance lease liability
Financial liability measured at amor-
tised cost

Trade and other payables
Financial liability measured at amor-
tised cost
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Subsequent measurement of financial assets  
and financial liabilities
The entity measures all financial assets and financial liabilities 
after initial recognition using the following categories:

•	 Financial instruments at fair value.
•	 Financial instruments at amortised cost.
•	 Financial instruments at cost.

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

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

Subsequent measurement of financial assets  
and financial liabilities
The entity measures all financial assets and financial liabilities 
after initial recognition using the following categories:

•	 Financial instruments at fair value.
•	 Financial instruments at amortised cost.
•	 Financial instruments at cost.

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

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

If there is objective evidence that an impairment loss on finan-
cial 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 fu-
ture cash flows (excluding future credit losses that have not been 
incurred) discounted at the financial asset’s original effective 
interest rate unless the impact of discounting is immaterial. The 
carrying amount of the asset is reduced directly or through the 
use of an allowance account. The amount of the loss is recog-
nised in surplus or deficit. 

Significant financial difficulty, probability of bankruptcy, financial 
reorganisation, default or delinquency in payment (greater than 
90 days) are all indicators of possible impairment.

Statutory receivables are receivables that arise from legislation, 
supporting regulations, or similar means, and require
settlement by another entity in cash or another financial asset.

Carrying amount is the amount at which an asset is recognised 
in the statement of financial position.

The cost method is the method used to account for statutory re-
ceivables. It requires that such receivables be measured at their 
transaction amount, plus any accrued interest or other charges 
(where applicable) and, less any accumulated impairment losses 
and any amounts derecognised. 

Nominal interest rate is the interest rate and/or basis specified in 
legislation, supporting regulations or similar means.

The transaction amount (for purposes of this Standard) for a 
statutory receivable means the amount specified in, or calculat-
ed, levied or charged in accordance with, legislation, supporting 
regulations, or similar means.

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

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

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

The discount rate used in calculating the present value of the 
minimum lease payments is the entity’s incremental
borrowing rate.
Minimum lease payments are apportioned between the finance 
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charge and reduction of the outstanding liability. The finance 
charge is allocated to each period during the lease term so as to 
produce a constant periodic rate on the remaining balance of 
the liability.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Recoverable amount of an asset or a cash-generating unit is the 
higher its fair value less costs to sell and its value in use.
Useful life is either:

•	 the period of time over which an asset is expected to be used 	
	 by the entity; or
•	 the number of production or similar units expected to be 	
	 obtained from the asset by the entity

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

Termination benefits are employee benefits payable as a result 
of either:

•	 an entity’s decision to terminate an employee’s employment 	
	 before the normal retirement date; or
•	 an employee’s decision to accept voluntary redundancy in 	
	 exchange for those benefits.

Other long-term employee benefits are employee benefits 
(other than post-employment benefits and termination  
benefits) that are not due to be settled within 12 months after 
the end of the period in which the employees render  
the related service.
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1.9	 Employee benefits (continued)

A constructive obligation is an obligation that derives from an 
entity’s actions whereby through an established pattern of past 
practice, published policies or a sufficiently specific current 
statement, the entity has indicated to other parties that it will 
accept certain responsibilities. As a result, the entity has created 
a valid expectation on the part of those other parties that it will 
discharge those responsibilities.

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

Short-term employee benefits include items such as:
•	 wages, salaries and social security contributions.
•	 short-term compensated absences (such as paid annual leave 	
	 and paid sick leave) where the compensation for the
	 absences is due to be settled within 12 months after the 	
	 end of the reporting period in which the employees
	 render the related employee service.
•	 bonus, incentive and performance-related payments pay	
   able within 12 months after the end of the reporting
	 period in which the employees render the related service.
•	 non-monetary benefits (for example, medical care, and free or 	
	 subsidised goods or services such as housing, cars
	 and cellphones) for current employees.

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

•	 as a liability (accrued expense), after deducting any amount 	
	 already paid. If the amount already paid exceeds the
	 undiscounted amount of the benefits, the entity recognises  
	 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 benefits in the cost of an asset.

The expected cost of compensated absences is recognised  
as an expense as the employees render services that increase 
their entitlement or, in the case of non-accumulating absences, 

when the absence occurs. The entity measures the expected 
cost of accumulating compensated absences as the additional 
amount that the entity expects to pay as a result of the unused 
entitlement that has accumulated at the reporting date.

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

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 recognises 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 report  	
    ing date, an entity recognises that excess as an asset (pre-    	
    paid expense) to the extent that the prepayment will lead 	
	 to, for example, a reduction in future payments or a
	 cash refund.
•	 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.

Accounting Policies 
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Actuarial assumptions
Actuarial assumptions are unbiased and mutually compatible.
Financial assumptions are based on market expectations, at the 
reporting date, for the period over which the obligations zare to 
be settled.

The rate used to discount post-employment benefit obligations 
(both funded and unfunded) 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 post-employment benefit obligations.

Assumptions about medical costs take into account estimated 
future changes in the cost of medical services, resulting from 
both inflation and specific changes in medical costs.

1.10	 Provisions
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 eco	
	 nomic benefits or service potential will be required to
	 settle the obligation.
•	 a reliable estimate can be made of the obligation.

The amount of a provision is the best estimate of the expendi-
ture expected to be required to settle the present obligation
at the reporting date.

Where the effect of time value of money is material, the amount 
of a provision is the present value of the expenditures expected 
to be required to settle the obligation.

The discount rate is a pre-tax rate that reflects current market 
assessments of the time value of money and the risks specific to 
the liability.

Where some or all of the expenditure required to settle a  
provision is expected to be reimbursed by another party,  
the reimbursement is recognised when, and only when, it is 
virtually certain that reimbursement will be received if the entity
settles the obligation. The reimbursement is treated as a sepa-
rate asset. The amount recognised for the reimbursement
does not exceed the amount of the provision.

Provisions are reviewed at each reporting date and adjusted to 
reflect the current best estimate. Provisions are reversed if
it is no longer probable that an outflow of resources embodying 
economic benefits or service potential will be required to
settle the obligation.

Where discounting is used, the carrying amount of a provision 
increases in each period to reflect the passage of time. This 
increase is recognised as an interest expense.

A provision is used only for expenditures for which the provision 
was originally recognised. 

Provisions are not recognised for future operating surplus.

If an entity has a contract that is onerous, the present obliga-
tion (net of recoveries) under the contract is recognised and 
measured as a provision.

A constructive obligation to restructure arises only when an entity:

•	 has a detailed formal plan for the restructuring, identifying at least: 
	 - the activity/operating unit or part of an activity/operating 	
		  unit concerned;
	 - the principal locations affected;
	 - the location, function and approximate number of employ-	
   		 ees who will be compensated for services being terminated;
	 - the expenditures that will be undertaken; 
	 - when the plan will be implemented; and,
•	 has raised a valid expectation to those affected that it will carry 	
	 out the restructuring by starting to implement that plan or  
	 announcing its main features to those affected by it.

No obligation arises as a consequence of the sale or transfer of 
an operation until the entity is committed to the sale or
transfer, that is, there is a binding arrangement.
After their initial recognition contingent liabilities recognised in 
entity combinations that are recognised separately are subse-
quently measured at the higher of:

•	 the amount that would be recognised as a provision; and
•	 the amount initially recognised less cumulative amortisation.

Accounting Policies 
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1.11	 Commitments
Items are classified as commitments when an entity has com-
mitted itself to future transactions that will normally result in
the outflow of cash.

Disclosures are required in respect of unrecognised contractual 
commitments.

Commitments for which disclosure is necessary to achieve a fair 
presentation should be disclosed in a note to the financial 

statements, if both the following criteria are met:

•	 Contracts should be non-cancellable or only cancellable at 	
	 significant cost (for example, contracts for computer or
	 building maintenance services); and
•	 Contracts should relate to something other than the routine, 	
	 steady, state business of the entity – therefore salary
	 commitments relating to employment contracts or social 	
	 security benefit commitments are excluded.

1.12	 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 goods
Revenue from the sale of goods 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.
•	 the costs incurred or to be incurred in respect of the 	 	
	 transaction can be measured reliably.

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 comple-
tion 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 com	
	 plete 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 services performed to date as a 
percentage of total services to be performed.
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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.

1.13	 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 speci-
fied or future economic benefits or service potential must be 
returned to the transferor.

Control of an asset arises when the entity can use or otherwise 
benefit from the asset in pursuit of its objectives and can ex-
clude 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.

Non-exchange transactions are transactions that are not ex-
change 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 trans-
ferred asset by entities external to the reporting entity.

Tax expenditures are preferential provisions of the tax law that 
provide certain taxpayers with concessions that are not
available to others.

The taxable event is the event that the government, legislature 
or other authority has determined will be subject to taxation.

Taxes are economic benefits or service potential compulsorily 
paid or payable to entities, in accordance with laws and or
regulations, established to provide revenue to government. 
Taxes do not include fines or other penalties imposed for
breaches of the law.

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 recog-
nised 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 liabil-
ity 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.

Accounting Policies 
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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 mea-
sured 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.

1.14	 Interest
Interest received is recognised as the interest accrues.

1.15	 Borrowing costs
Borrowing costs are recognised as an expense in the period in 
which they are incurred.

1.16	 Accounting by principals and agents
Identification
An agent is an entity that has been directed by another entity  
(a principal), through a binding arrangement, to undertake
transactions with third parties on behalf of the principal and for 
the benefit of the principal.

A principal is an entity that directs another entity (an agent), 
through a binding arrangement, to undertake transactions
with third parties on its behalf and for its own benefit.

A principal-agent arrangement results from a binding arrange-
ment in which one entity (an agent), undertakes transactions
with third parties on behalf of, and for the benefit of, another 
entity (the principal).

Identifying whether an entity is a  
principal or an agent
When the entity is party to a principal-agent arrangement, it 
assesses whether it is the principal or the agent in accounting 
for revenue, expenses, assets and/or liabilities that result from 
transactions with third parties undertaken in terms of the  
arrangement.

The assessment of whether an entity is a principal or an agent 
requires the entity to assess whether the transactions it
undertakes with third parties are for the benefit of another  
entity or for its own benefit.

Binding arrangement
The entity assesses whether it is an agent or a principal by  
ssessing the rights and obligations of the various parties
established in the binding arrangement.

Where the terms of a binding arrangement are modified, the 
parties to the arrangement re-assess whether they act as a  
principal or an agent. 

Assessing which entity benefits from the  
transactions with third parties
When the entity in a principal-agent arrangement concludes 
that it undertakes transactions with third parties for the
benefit of another entity, then it is an agent. If the entity con-
cludes that it is not an agent, then it is the principal in the
transactions.

The entity is an agent when, in relation to transactions with third 
parties, all three of the following criteria are present:

•	 It does not have the power to determine the significant terms 	
	 and conditions of the transaction.
•	 It does not have the ability to use all, or substantially all, of the 	
	 resources that result from the transaction for its own benefit.
•	 It is not exposed to variability in the results of the transaction.

Where the entity has been granted specific powers in terms 
of legislation to direct the terms and conditions of particular 
transactions, it is not required to consider the criteria of whether 
it does not have the power to determine the significant terms 
and conditions of the transaction, to conclude that is an agent. 
The entity applies judgement in determining whether such pow-
ers exist and whether they are relevant in assessing whether the 
entity is an agent.
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Recognition
The entity, as a principal, recognises revenue and expenses that 
arise from transactions with third parties in a principal-agent ar-
rangement in accordance with the requirements of the relevant 
Standards of GRAP.

The entity, as an agent, recognises only that portion of the  
revenue and expenses it receives or incurs in executing the
transactions on behalf of the principal in accordance with the 
requirements of the relevant Standards of GRAP.

The entity recognises assets and liabilities arising from principal-
agent arrangements in accordance with the requirements of the 
relevant Standards of GRAP.

1.17	 Translation of foreign currencies
Foreign currency transactions
A foreign currency transaction is recorded, on initial recognition 
in Rands, by applying to the foreign currency amount the spot 
exchange rate between the functional currency and the foreign 
currency at the date of the transaction.
At each reporting date:

•	 foreign currency monetary items are translated using the  
	 closing rate;
•	 non-monetary items that are measured in terms of historical 	
	 cost in a foreign currency are translated using the exchange 	
	 rate at the date of the transaction; and
•	 non-monetary items that are measured at fair value in a  
	 foreign currency are translated using the exchange rates
	 at the date when the fair value was determined.

Exchange differences arising on the settlement of monetary 
items or on translating monetary items at rates different from
those at which they were translated on initial recognition during 
the period or in previous financial statements are recognised in 
surplus or deficit in the period in which they arise.

When a gain or loss on a non-monetary item is recognised 
directly in net assets, any exchange component of that gain or
loss is recognised directly in net assets. When a gain or loss on  
a non-monetary item is recognised in surplus or deficit, any ex-
change component of that gain or loss is recognised in surplus 
or deficit.

Cash flows arising from transactions in a foreign currency are 
recorded in Rands by applying to the foreign currency amount 

the exchange rate between the Rand and the foreign currency  
at the date of the cash flow.

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

Budget information, in accordance with GRAP 1, is separately 
disclosed in these annual financial statements. South African 
Tourism does not make its budget publicly available and is thus 
not required to disclose budget information in accordance with 
GRAP 24.

Material of prior periods, changes or errors, is dealt with in 
terms of applicable GRAP statement. Presentation and classifica-
tion is consistent with previous financial year.

1.19	 Comparative figures
Unauthorised expenditure means:

•	 expenditure that was not budgeted for and
•	 expenditure not in accordance with the purpose of a vote or, 	
	 in the case of a main division, not in accordance with the 	
	 purpose of the main division.

All expenditure relating to unauthorised expenditure is recog-
nised as an expense in the statement of financial performance 
in the year that the expenditure was incurred. The expenditure 
is classified in accordance with the nature of the expense, and, 
where recovered, it is subsequently accounted for as revenue in 
the statement of financial performance.

1.20	Unauthorised expenditure
Unauthorised expenditure means:

•	 expenditure which was not budgeted for and
•	 expenditure not in accordance with the purpose of a vote 	
	 or, in the case of a main division, not in accordance with the 	
	 purpose of the main division.

All expenditure relating to unauthorised expenditure is recog-
nised as an expense in the statement of financial performance 
in the year that the expenditure was incurred. The expenditure 
is classified in accordance with the nature of the expense, and 
where recovered, it is subsequently accounted for as revenue in 
the statement of financial performance.
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1.21   Fruitless and wasteful expenditure
Fruitless expenditure means expenditure which was made in 
vain and would have been avoided had reasonable care been 
exercised.

All expenditure relating to fruitless and wasteful expenditure is 
recognised as an expense in the statement of financial per-
formance in the year that the expenditure was incurred. The 
expenditure is classified in accordance with the nature of the 
expense, and where recovered, it is subsequently accounted for 
as revenue in the statement of financial performance.

1.22   Irregular expenditure
Irregular expenditure is defined in Section 1 of the PFMA as 
expenditure other than unauthorised expenditure incurred in
contravention of or that is not in accordance with a requirement 
of any applicable legislation, including:

(a)	this Act; or
(b	 the State Tender Board Act, 1968 (Act No. 86 of 1968), or 	
	 any regulations made in terms of the Act; or
(c)	any provincial legislation providing for procurement proce	
	 dures in that provincial government.

Irregular expenditure that was incurred and identified during  
the current financial year and which was condoned before year 
end and/or before finalisation of the financial statements must 
also be recorded appropriately in the irregular expenditure reg-
ister. In such an instance, no further action is also required with 
the exception of updating the note to the financial statements.

Irregular expenditure that was incurred and identified during the 
current financial year and for which condonement is being
awaited at year end must be recorded in the irregular expendi-
ture register. No further action is required with the exception
of updating the note to the financial statements.

Where irregular expenditure was incurred in the previous finan-
cial 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.

1.23   Segment information
A segment is an activity of an entity:

•	 that generates economic benefits or service potential (in	
	 cluding economic benefits or service potential relating to
	 transactions between activities of the same entity);
•	 whose results are regularly reviewed by management to 	
	 make decisions about resources to be allocated to that
	 activity and in assessing its performance; and
•	 for which separate financial information is available.

Reportable segments are the actual segments that are reported 
on in the segment report. They are the segments
identified above or alternatively an aggregation of two or more 
of those segments where the aggregation criteria are met.

Measurement
The amount of each segment item reported is the measure 
reported to management for the purposes of making decisions
about allocating resources to the segment and assessing its 
performance. Adjustments and eliminations made in preparing 
the entity’s financial statements and allocations of revenues and 
expenses are included in determining reported segment surplus 
or deficit only if they are included in the measure of the seg-
ment’s surplus or deficit that is used by management. Similarly, 
only those assets and liabilities that are included in the measures 
of the segment’s assets and segment’s liabilities that are used by 
management are reported for that segment. If amounts are allo-
cated to reported segment surplus or deficit, assets or liabilities, 
those amounts are allocated on a reasonable basis.

If management uses only one measure of a segment’s surplus 
or deficit, the segment’s assets or the segment’s liabilities in 
assessing segment performance and deciding how to allocate 
resources, segment surplus or deficit, assets and liabilities are re-
ported in terms of that measure. If management uses more than 
one measure of a segment’s surplus or deficit, the segment’s as-
sets or the segment’s liabilities, the reported measures are those 
that management believes are determined in accordance with 
the measurement principles most consistent with those used in 
measuring the corresponding amounts in the entity’s financial 

statements.
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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.

Control is the power to govern the financial and operating  
policies of an entity so as to obtain benefits from its activities.

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.

Significant influence is the power to participate in the financial 
and operating policy decisions of an entity, but not to control 
those policies.

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 family members who may be expected to influence,
or be influenced by, that management in their dealings with  
the entity.

The entity is exempt from disclosure requirements in relation  
to related party transactions if that transaction occurs within
normal supplier and/or client/recipient relationships on terms 
and conditions no more or less favourable than those which
it is reasonable to expect the entity to have adopted if dealing 
with that individual entity or person in the same circumstances 
and terms and conditions are within the normal operating pa-
rameters established by that reporting entity’s legal mandate.

Where the entity is exempt from the disclosures in accordance 
with the above, the entity discloses narrative information about 
the nature of the transactions and the related outstanding bal-
ances, to enable users of the entity’s financial statements to un-
derstand the effect of related party transactions on its financial 
statements.

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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 Reconciliation of intangible assets – 2019  

OPENING BALANCE ADDITIONS DISPOSALS AMORTISATION TOTAL

Marketing rights 817,641 - - (186,464) 631,177

Computer software 1,985,542 - (1,235,288) (86,074) 664,180 

Website costs 1,234,179 - (106,070) (683,047) 445,062 

Service concession  
assets [State class] 

- 720,588 - (96,078) 624,510 

4,037,362 720,588 (1,341,358) (1,051,663) 2,364,929

Computer costs mainly comprise of the Oracle ERP system and QIT grading system

4. Employee benefit obligations

Defined benefit plan

The entity is under no obligation to cover any unfunded benefits.

Employee Pension Fund

South African Tourism has a defined contribution plan covering all its employees. Retirement benefits are based on the growth  
of  each member’s investment. As at 31 March 2020, the value of South African Tourism retirement fund was R116,888,594,23  

(2019: R98,339,705,84).

5. Staff advances
Staff advances comprise mainly of refundable educational bursaries and upfront travel advances which were outstanding at reporting 
date. Staff advances increased from 2019: R97,210 to R169,599 in the current financial year.

3. Intangible assets 
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Item 2020 2019

Trade receivables 50,611,741 4,235,654

Deposits 8,769,366 9,577,958

Prepaid expenses 13,639,159 14,936,711

73,020,266 28,750,323

Trade receivables held by the entity at 31 March 2020 amounted to R50,6 million (2019: R4,2 million). Short-term receivables with no 
stated interest rate is measured at original invoice amount if the effect of discounting is immaterial. Accounts receivable discounting 
procedures were performed and the results were immaterial.

Trade debtors significantly increased due to the conclusion of the bid party agreement in the year under review, no revenue was  
recognised in the prior year in this regard. The entity has provided fully for all receivables over 90 days because historical experience is 
such that receivables that are beyond 90 days are generally not recoverable except for government entities.

The creation and release of provision of impaired receivables have been included in operating expenses in surplus or deficit to the 
extent that they related to the current year. Amounts charged to the allowance account are generally written off when there is no 
expectation of recovering additional cash.

Trade and other receivables impaired

The amount of the provision was R1,853,089 as of 31 March 2020 (2019: R2,472,369). The ageing of these receivables is as follows:

Reconciliation of provision for impairment of trade and other receivables. 

Item 2020 2019

90 - 180 days 217,932 885,012

180 - 360 days 405,495 539,651

361+ 1,229,662 1,047,706

1,853,089 2,472,369

Opening balance 2,472,369 1,332,335

Provision for impairment (619,280) 1,140,034

1,853,089 2,472,369

6. Receivables from exchange transactions 
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Opening balance 76,521,192 70,626,045

Change during the year 130,614 5,895,147

76,651,806 76,521,192

Opening balance 715,020 1,192,975

Movement during the year (715,020) (477,955)

- 715,020

Notes to the Financial  
Statements 

South African Tourism  
Financial Statements for the year ended 31 March 2020 

7. Cash and cash equivalents

8. Revaluation reserve

10. Income received in advance

9. Finance lease obligation

Cash and cash equivalents consist of:

Cash on hand 78,207 69,554

Bank balances 624,860,331 609,440,062

624,938,538 609,509,616

Minimum lease payments due

- within one year 75,010 131,472

- in second to fifth year inclusive 28,448 166,478

103,458 297,950

Plus: future finance charges 8,136 29,899

Present value of minimum lease payments 111,594 327,849

Present value of minimum lease payments due

- within one year 99,035 112,534

- in second to fifth year inclusive 135,034 155,516

234,069 268,050

Non-current liabilities 65,033 153,454

Current liabilities 40,769 112,534

105,802 265,988
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11. Provisions

Reconciliation of provisions – 2020

OPENING BALANCE ADDITIONS
REVERSED  

DURING THE YEAR
TOTAL

Provision – input VAT claims 22,208,140 - (22,208,140) -

Post retirement health care benefits 28,324,022 1,521,885 - 29,845,907

50,532,162 1,521,885 (22,208,140) 29,845,907

Reconciliation of provisions - 2019

OPENING 
BALANCE

ADDITIONS TOTAL

Provision - input VAT credits 19,618,823 2,589,317 22,208,140

Post retirement health care benefits 23,474,058 4,849,964 28,324,022

43,092,881 7,439,281 50,532,162

Non-current liabilities 28,099,626 28,324,022

Current liabilities 1,746,281 22,208,140

29,845,907 50,532,162

Current year assessment on the liability of input VAT materialising is remote

Employee benefit cost provision

The post-retirement medical aid liability as at 31 March 2020 is R29,845,906. The weighted average discount rate in the current valu-
ation has been revised to 11.10% from the 9.58% p.a. used in the 2019 projection, with medical aid scheme assumption rate revised 
from 9.2% p.a. to 9.61% p.a. This resulted in a decrease in the real discount rate from 0.35% p.a. to 1.35%. The difference between inter-
est rate and contribution increase is 1.35% (2019: 0.38%) with an actaurial loss of R327,632.

Retirement age is 65 with an assumed maximum survival age of 115. Normal retirement age is 65. The movement in post-retirement 
liability has been recognised in the Statement of Financial Performance. Mortality assumptions: Pre-retirement: SA85-90 (light) with a 
three-year age reduction for females. Post-retirement: PA (90) with a one-year age reduction.

Employee benefit cost provision reconciliation

The results of the valuation are highly sensitive to changes in the discount rate assumptions. Due to rising interest rates, and therefore 
an increase in the real discount rate, the total closing balance of the post-employment health care liability as at 31 March 2020 is lower 
than anticipated in 2019.

The closing balance of SA Tourism’s post-employment health care liability as at 31 March 2020 is R29,845,906.
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2020 2019

Opening Balance of obligation 28,324,022 23,474,058

Interest Cost 3,143,664 2,248,815

Current Service Cost 1,454,903 1,256,588

Actuarial (gain)/loss 327,632 2,127,655

Change in Discount Rate/Medical Cost Assumptions (1,977,653) 1,432,643

Departures (385,704) (842,389)

New Members 531,551 333,887

Loss of Beneficiaries (12,201) (274,732)

Addition of Beneficiaries 5,020 25,345

Benefits paid (1,565,328) (1,457,848)

29,845,906 28,324,022

The valuation was conducted by MM Geringer in his capacity as Director of SolveCo (Pty). MM Geringer is a Fellow of the Institute of 
Actuaries and Fellow of the Acturial Society of South Africa. MM Geringer was assisted by W du Toit, Actuarial Manager at SolveCo 
(Pty) Ltd. There is no conflict of interest.

12. Trade and other payables

Trade payables and other payables 198,619,535 156,167,272

Accrued liabilities 228,252,820 403,372,442

426,872,355 559,539,714

13. Revenue

Sundry income 110,188,996 58,999,053

Grading income 23,844,713 21,738,538

Interest received – investment 21,663,261 37,611,298

Government grants & subsidies 1,256,522,893 1,208,048,000

Voluntary TOMSA levies (TBCSA) 156,818,353 121,515,767

Gain on foreign exchange 834,526 -

1,569,872,742 1,447,912,656

Notes to the Financial  
Statements 

South African Tourism  
Financial Statements for the year ended 31 March 2020 

11. Provisions (Continued)
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16. Investment revenue 

Interest received

Bank 21,663,261 37,611,298

13. Revenue (Continued)

The amount included in revenue arising from exchanges of goods or services are as follows:

Sundry income 110,188,996 58,999,053

Grading income 23,844,713 21,738,538

Interest received – investment 21,663,261 37,611,298

Gain on foreign exchange 834,526 -

156,531,496 118,348,298

The amount included in revenue arising from non-exchange transactions is as follows:

Taxation revenue 

Transfer revenue 

Government grants and subsidies 1,256,522,893 1,208,048,000

Voluntary TOMSA levies 156,818,353 121,515,767

1,413,341,246 1,329,563,767

Nature of sundry income 

Sundry income is generated mainly from exhibitions such as Indaba and Meetings Africa

14.  Lease rentals on operating lease Premises

Contractual amounts 22,545,1553 16,763,441

Equipment - Contingent amounts 1,001,690  50,060

23,546,845 16,813,501

15. Grading income

Grading revenue 23,844,713 21,738,538

Grading expenses (13,906,684) (15,853,918)

9,938,029 5,884,620

Notes to the Financial  
Statements 

South African Tourism  
Financial Statements for the year ended 31 March 2020 
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18. Employee-related costs 

Basic 181,084,903 142,837,527

Employee structured 13th cheque 462,878 22,372,100

Medical aid – company contributions 2,679,329 2,450,292

UIF 486,560 484,012

SDL 5,006,831 4,375,729

Leave pay provision charge (5,465,742) (3,048,895)

Other short-term costs 441,100 4,152 

Defined contribution plans 11,003,926 10,253,013

Allowances 22,794,877 43,954,745

Social insurance 4,830,870 4,562,203

Other HR costs 6,712,763 9,472,134

230,038,295 237,717,012

19.  Administrative expenditure 

Administration and management fees – third party 68,234,389 50,330,820

Administration and management fees – related party 2,452,004 1,401,635

70,686,393 51,732,455

Administrative expenditure comprises mainly legal fees, IT support and licensing fees. Administrative and management fees- related 
party relates to expenses incurred by the Accounting Authority of the South African Tourism.

Notes to the Financial  
Statements 

South African Tourism  
Financial Statements for the year ended 31 March 2020 

17. Government grants and subsidies 

Operating grants 

Government grant 1,256,522,893 1,208,048,000

Bonus comprises solely employee optional structured 13th cheque. There were no performance-related bonuses charge in the 2020 
financial year.

Other HR costs comprise staff training, bursaries, staff surveys and related interventions.
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20. Finance costs

Finance leases 14,236 21,423

21. Bad debts

Bad debts written off 379,157 1,581,496

22. Auditors’ remuneration

Fees 8,353,770 6,698,921

23. Taxation

Reconciliation of the tax expense

South African Tourism is exempt from income tax in terms of Section 10(1)(CA)(1) of Income Tax Act.
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25. Commitments

2020 2019

Authorised capital expenditure 

Not yet contracted for and authorised by members

Property, plant and equipment 12,869,000 16,527,933

Total capital commitments 

Already contracted for but not provided for - 16,527,933

Not yet contracted for and authorised by members 12,869,000 -

12,869,000 16,527,933

Notes to the Financial  
Statements 

South African Tourism  
Financial Statements for the year ended 31 March 2020 

2020 2019

Surplus (deficit) 121,171,974 (41,006,291)

Depreciation and amortisation 5,961,629 8,109,008

Loss on sale of assets 151,803 2,759

(Gain)/Loss on unrealised foreign exchange - (42,536,545)

Finance costs – finance leases 14,236 (21,423)

Debt impairment 379,157 1,581,496

Movements in operating lease assets and accruals 1,933,140 -

Movements in provisions (20,686,255) 7,439,281

Items recognised directly in net assets 85,686,211 (2,622,479)

Changes in working capital:

Other non-cash items 651,963

Receivables from exchange transactions (44,269,943) 4,963,333

Staff advances – current (379,157) (97,210)

Statutory receivables - -

Trade and other payables (132,667,359) 105,158,357

Income received in advance (715,020) (477,955)

17,832,379 40,729,597

Other non-cash items comprises foreign operation translation adjustments and movements in unrealised foreign transactions.

24. Cash generated from operations
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25. Commitments (continued)

2020 2019

Authorised operational expenditure

Already contracted for but not provided for 

·  Subvention funding 6,115,000 8,665,000

·  Media placement 27,600,000 -

33,715,000 8,665,000

Not yet contracted for and authorised by members 

·  Subvention funding 1,072,000 5,057,000

Total operational commitments 

Already contracted for but not provided for 33,715,000 8,665,000

Not yet contracted for and authorised by members 1,072,000 5,057,000

34,787,000 13,722,000

Notes to the Financial  
Statements 

South African Tourism  
Financial Statements for the year ended 31 March 2020 

Operating leases – as lesee (expense) 

Minimum lease payment due 

- within one year 17,727,068 11,576,299

- in second to fifth year inclusive 44,703,432 25,975,421

62,430,500 37,551,720

Operating  lease  payments  represent  rentals  payable  by  the  entity  for  certain  of  its  office  properties. Leases  are negotiated for 
an average term of four to 10 years with rental of office equipment varying between two and five years. The is no option to purchase 
at end of lease term.

Total commitments

Total commitments 

Authorised capital expenditure 12,869,000 16,527,933

Authorised operational expenditure 34,787,0007 13,722,000

47,656,000 30,249,933

This committed expenditure relates to plant and equipment and will be financed by available bank facilities, retained
surpluses, existing cash resources, funds internally generated, and so on.
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26. Contingent liabilities 

Litigation is in the process against the entity relating to labour relations related matters and the gross contigent costs are estimated to 
be R7,828,732.54 (2019: R10,165,000).

SA Tourism adopted GRAP 19.111 to account for the entity’s contingent liability as disclosure of some or all of the information required 
may seriously prejudice the position of the entity as the matter is sub-judice.

27. Related parties 

2020 2019

Related party transactions 

Entity 

Telkom 2,470 49,912

South African Airways 12,432,730 17,107,533

South African Revenue Services 47,281,153 44,812,126

Compensation to members and other key management 

Short-term employees 15,387,558 15,658,899

Post-employment benefits 1,712,671 1,119,167

17,109,229 16,778,066

South African Tourism is 100% controlled by the government as represented by the Department of Tourism. South African Tourism is 
a Schedule 3A public entity in terms of the Public Finance Management Act. During the financial year, South African Tourism received 
grant income of R1,256,522,893 (2019: R1,208,048,000). No amounts were due to the Department as at 31 March 2020. Related party 
relationships exist. However, all purchasing and selling transactions were concluded at arm’s length. South African Tourism transacted 
with the following entities within the ambit of the national sphere of government.

Given the impact of COVID-19 on the tourism sector, the Department of Tourism made R200 million available to assist SMMEs in   
the tourism and hospitality sector that are under stress due to the restrictions placed on travel. The funds are to be dispensed through 
South African Tourism. The Department transfered an additional R100 million to South African Tourism for this purpose as at  
reporting date.
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2020 2019

Financial assets exposed to credit risk at year end were as follows:

Financial instrument 2020

Trade and other receivables at amortised cost 73,020,216 28,750,323

Cash and cash equivalents 624,938,538 609,509,616

Finance lease obligation – non-current portion 65,033 153,454

Finance lease obligation – current portion 40,769 112,534

Trade and other payables 426,872,355 559,539,714

Liquidity risk

The entity’s risk to liquidity is a result of the funds available to cover future commitments. The entity manages liquidity risk through an 
ongoing review of future commitments and credit facilities.

Credit risk

Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The entity only  
deposits cash with major banks with high quality credit standing and limits exposure to any one counter-party.

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. The utilisation of credit limits is regularly moni-
tored. Sales to retail customers are settled in cash or using major credit cards. Credit guarantee insurance is purchased when deemed 
appropriate.

Market and interest rate risk

As the entity has no significant interest-bearing assets, the entity’s income and operating cash flows are substantially independent of 
changes in market interest rates.

Finance leases are classified in terms of GRAP 13 as they meet the requirements set in that accounting standard. No leases are with 
financial institutions and the interest risk associated with these finance leases is immaterial. Cash held in foreign amounts is mainly  
for settling foreign creditors. Temporary reserves accrue interest at the country’s prevailing interest rate.

It would not be approriate to have a weighted average interest rate for all markets because each market has different risk  
characteristics and, as such, as weighted averarge interest rate would be misleading to the users of our financial statements.

No interest rate sensitivity analysis is disclosed.

28. Financial instruments
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28. Financial instruments (continued)

29. Going concern

2020 2019

Financial assets exposed to credit risk at year end were as follows:

GBP 22.13 18.91

JPY 0.16 0.13

EUR 19.77 16.26

USD 17.93 14.49

AUD 11.07 10.29

INR 0.24 0.21

CNY 2.53 2.16

Foreign exchange risk

The entity operates internationally and is exposed to foreign exchange risk arising from various currency exposures, primarily with 
respect to the US dollar and the British pound. Foreign exchange risk arises from future commercial transactions, recognised assets and 
liabilities and net investments in foreign operations.

The entity does not hedge foreign exchange fluctuations. South African Tourism’s foreign currency risk relates to those monetary bal-
ances emanating from foreign marketing expenditure and administrative costs of its international offices. These are normally settled 
within a short time frame to limit the risk of currency fluctuations.

SA Tourism is sensitive to fluctuations in major currencies as the entity operates in different countries with a ZAR-denominated govern-
ment grant. The rand devalued by 18% against the pound, 25% against the dollar and 23% against the euro. Transactions are accounted 
for at spot rate at transaction date. Monetary items are revalued at closing rate at the end of the financial year.

We draw attention to the fact that at 31 March 2020, the entity had an accumulated surplus of R253,086,457 and that the entity’s total 
assets exceed its liabilities by R329,738,263.

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

There were no material changes in budget rates used during the financial year when compared with the previous financial year. South 
African Tourism used the following budget rates for planning purpose: USD 12.82 (2019: 12.26); EUR 16.13 ( 2019: 15.07); JPY 0.12 
(2019: 0.11); GBP 18.12 (2019: 17.10); AUD 10.29 (2019: 9.83); CNY0,46 (2019; 0.53).



144ANNUAL REPORT 2019 | 2020 FINANCIAL INFORMATION

SOUTH AFRICAN TOURISM

Notes to the Financial  
Statements 

South African Tourism  
Financial Statements for the year ended 31 March 2020 

On 15 March 2020, the COVID-19 pandemic was declared a national disaster to enable the national government to introduce 
measures to combat the spread of COVID-19 within South Africa. This was followed by an announcement by President Ramaphosa on 
Monday, 23 March 2020, to implement a countrywide lockdown to contain the spread of the pandemic. The economic shutdown has 
had a severe impact on the tourism sector, with most businesses now non-operational. 

As a result of government-wide reprioritisation to combat COVID-19 South African Tourism’s Annual Performace Plan for the year  
2020-21 was revised, resulting in a budget reduction of 66% (R866 million).

30 Events after the reporting date

31. Fruitless and wasteful expenditure

32. Irregular expenditure

2020 2019

Opening balance 66,473 -

Penalties and fees - 21,742

Auditor-General travel expenses - 44,731

Less: Credit from the Auditor-General (44,731) -

Less: Resolved through consequence management (21,742) -

- 66,473

2020 2019

Opening balance as previously reported 98,577,225 5,186,869

Add: irregular expenditure – current year 49,962,765 94,396,066

148,539,990 99,582,935

Details of irregular expenditure 
Contract variation after awarding work to a vendor. An investigation was  
conducted and disciplinary action taken (condened in the current year).  
Unethical behaviour by employees. Employees dismissed after a disciplinary  
process (condened in the current year).  
Less: Amounts recoverable - prior period

(2,429,550) -

	 (1,751,609) -

- (1,005,710)

Closing balance 144,358,831 98,577,225



145 ANNUAL REPORT 2019 | 2020 FINANCIAL INFORMATION

SOUTH AFRICAN TOURISM

Notes to the Financial  
Statements 

South African Tourism  
Financial Statements for the year ended 31 March 2020 

32. Details of Irregular Expenditure

33.  Segment information 

General information and identification of segments

The entity is organised and reports to management on the basis of two major functional areas: Head Office and International branches. 
The segments were organised around the type of service delivered and the target market. Management uses these same segments for 
determining strategic objectives. Segments were aggregated for reporting purposes.

Information reported about these segments is used by management as a basis for evaluating the segments’ performances and for  
making decisions about the allocation of resources. The disclosure of information about these segments is also considered appropriate 
for external reporting purposes.

Aggregated segments

The entity operates in South Africa as well as in 11 countries. Segments were aggregated on the basis of a geographical area in which 
the marketing activities are executed.

Types of goods and/or services by segment

Details of current year Irregular Expenditure 

FCB Contract Extension Marketing agency Contract variation 40,585,649

Fidelity Security Service Security services Contract variation 733,986

Masana Hygiene Services Cleaning services Contract variation 640,521

KPNR German PR Services Contract variation 1,054,583

Garona Communications and projects 
International Stand Construction Tender  Incorrect BBBEE points  
allocated to the winning bidder 

6,948,026

Total 49,962,765

#Total contract variation – paragraph 3.9.5 of National Treasury instruction note on enhancing compliance monitoring and improving 
transparency and accountability in chain management where thresholds on variations of contracts are not applicable to transversal 
term contracts facilitated by the relevant treasuries and specific term contracts in such contracts, orders are placed as and when  
commodities are required and that at the time of awarding the contract, required quantities are not known. The variable associated 
with the FCB contract is R341,852,095, which is mainly attributable to media buy. On average the entity spends R460 million per  
annum on global media.

These reportable segments as well as the goods and/or services for each segment are set out below:

Reportable segment Goods and/or services 

Head office 
Domestic marketing, quality assurance, NCB and support to domestic 
and global marketing

International Offices International marketing 
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33. Segment information (continued)

Segment surplus or deficit, assets and liabilities

 
2019 HEAD OFFICE 

INTERNATIONAL  
MARKETING

TOTAL 

Revenue

Revenue from non-exchange transactions 1,329,563,767 - 1,329,563,767

Interest revenue 37,452,352 158,946 37,611,298

Sundry income 54,223,056 4,775,997 58,999,053

Forex gain 10,010,619 110,007,365 120,017,984

Grading revenue 21,738,538 - 21,738,538

Total segment revenue 1,452,988,332 114,942,308 1,567,930,640

Entity’s revenue 1,567,930,640

Expenditure

Salaries and wages 170,133,121 67,583,893 237,717,014

Marketing expenses 716,680,459 427,275,224 1,143,955,683

General expenses 68,518,011 32,312,307 100,830,318

Loss on disposal of assets - 2,759 2,759

Foreign exchange loss 16,743,153 109,688,004 126,431,157

Total segment expenditure 972,074,744 636,862,187 1,608,936,931

Total segmental surplus/(deficit) (41,006,291)

Assets 

Segment assets 566,054,967 166,485,391 732,540,358

Total assets as per statement of financial position 732,540,358

Liabilties 

Segment liabilities 39,473,486 571,579,398 611,052,884

Total liabilities as per statement of financial position 611,052,884
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33. Segment information (continued)

 
2020 HEAD OFFICE 

INTERNATIONAL  
MARKETING

TOTAL 

Revenue

Revenue from non exchange transactions 1,413,341,246 - 1,413,341,246

Interest revenue 21,482,760 180,501 21,663,261

Sundry income 106,482,760 3,706,965 110,189,725

Forex gain (5,646,106) 	 6,479,903 	 833,797

Grading revenue 23,844,713 - 23,844,713

Total segment revenue 1,559,505,373 10,367,369 1,569,872,742

Entity’s revenue 1,569,872,742

Expenditure

Salaries and wages 165,532,281 64,506,012 230,038,293

Marketing expenses 762,475,632 332,573,809 	 1,095,049,441

General expenses 88,395,848 34,465,382 122,861,230

Loss on disposal of Assets 127,224 24,579 151,803

Total segment expenditure 1,016,530,985 431,569,782 1,448,100,767

Total segmental surplus/(deficit) 121,771,975

Assets 

Segment assets 563,465,022 225,030,445 788,495,467

Total assets as per statement of financial position 788,495,467

Liabilties 

Segment liabilities 196,925,894 (655,683,098) (458,757,204)

Total liabilities as per statement of financial position (458,757,204)
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34. Accounting by principals and agents

The entity is a party to a principal-agent arrangement(s).

 Details of the arrangment(s) is/are as follows:

Department of Tourism Tourism Relief Fund 

The Department of Tourism made R200 million available to assist SMMEs in the tourism and hospitality sector that are under particular 
stress due to the restrictions placed on travel. 

The Tourism Relief Fund provides once-off capped grant assistance to SMMEs in the  tourism value chain to ensure their sustainability 
during and after the implementation of government measures to curb the spread of COVID-19 in South Africa.

Capped at R50,000 per entity, grant funding can be utilised to subsidise expenses towards fixed costs, operational costs, supplies and 
other pressure costs items. 

The Department is responsible for receiving applications, adjudicating, approval and verification of beneficiary banking payments 
details. South African Tourism is responsible for processing approved beneficiary payments solely on instructions from the Department. 
Fifty percent (50%) (R100 million) was funded from South African Tourism’s surplus for the 2019/20 financial year.

Risk identification and assessment of internal controls

The risk identification process included a review of the Tourism Relief Fund value chain with the objective of assigning risk mitigations 
owners at both the Department and South African Tourism.

The process identified possible risks in the process, including inherent relief funding risks such as legal and perception risks, risk of false 
accounting and manipulation of data, inadequate financial systems, capacity constraints, risks of mismanagement, diversion and cor-
ruption potentially reducing the assistance for the people in need.

Tourism Relief Fund perception and legal risks have and continue to be managed by the Department. This includes any Tourism Relief 
Fund legal matters or media statements. The Department is also responsible for preventative controls in so far as beneficiary data is 
concerned. 

In response to risks directly affecting South African Tourism’s role in the Tourism Relief Fund value chain, the entity identified and 
implemented the following risk mitigations/internal controls:

Internal capacity constraint: were addressed through a combination of spare capacity due to reduced financial transactional activity as 
a result of COVID-19 and use of technological solutions such as Accounts Payable automation enables South African Tourism to meet 
its beneficiary payment processing requirements. 

Monitoring and independent audits: in response to recent increase in the number of relief funds offered by different government depart-
ments, the Office of the Auditor-General took a pro-active approach in the audit of relief funds.
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2020 2019

Fee paid

Management fees – Meetings Africa 11,071,556 11,071,556

Management fees – Indaba - 7,049,000

Notes to the Financial  
Statements 
34. Accounting by principals and agents (continued)

Management of Exhibitions

The Meetings Africa and Indaba are exhibitions owned by South African Tourism. Synergy Business Events was appointed to manage  
exhibitions on behalf of the organisation. Synergy Business Events collects revenue from exhibitors and pays all the exhibition-related  
costs. The resulting residual is remitted to South African Tourism by Synergy Business Events in line with a binding agreement between the two entities.

Entity as principal
Resources (including assets and liabilities) of the entity under the custodianship of the agent. Synegy currently holds cash advancement of  
R3.7 million in relation to Indaba 2020. A corresponding receivable have been recognised in the entities Statement of Financial Position.
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