
 01.  PRESENTATION OF ANNUAL  
   FINANCIAL STATEMENTS

 The Annual Financial Statements have been prepared in accordance 
with the Standards of Generally Recognised Accounting Practice 
[GRAP], issued by the Accounting Standards Board in accordance 
with Section 91[1] of the Public Finance Management Act [Act 1 
of 1999].

 The Annual Financial Statements have been prepared on an 
accrual basis of accounting and are in accordance with historical 
cost convention as the basis of measurement, unless specified 
otherwise. They are presented in South African rands.

 In the absence of an issued and effective Standard of GRAP, 
accounting policies for material transactions, events or conditions 
were developed in accordance with paragraphs 8, 10 and 11 of 
GRAP 3, as read with Directive 5.

 Assets, liabilities, revenues and expenses were not offset, except 
where offsetting is either required or permitted by a Standard of GRAP.

 A summary of the significant accounting policies, which have been 
consistently applied in the preparation of these Annual Financial 
Statements, are disclosed below. These accounting policies are 
consistent with the previous period, except for the changes set out 
in the note changes in accounting policy.

 1.1 COMMITMENTS

 Items are classified as commitments when an entity has committed 
itself to future transactions that will normally result in the outflow 
of cash.

 Disclosures are required in respect of unrecognised contractual 
commitments.

 Commitments for which disclosure is necessary to achieve a fair 
presentation should be disclosed in a note to the Financial 
Statements, if both the following criteria are met:

•	Contracts	 should	 be	 non-cancellable	 or	 only	 cancellable	 at	
significant cost [for example, contracts for computer or building 
maintenance services]

•	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

 1.2 SIGNIFICANT JUDGEMENTS AND SOURCES OF 
ESTIMATION UNCERTAINTY

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

 
 SIGNIFICANT JUDGEMENTS INCLUDE:

 Trade receivables / Held to maturity investments and/or loans 
and receivables

 The entity assesses its trade receivables, held to maturity 
investments and loans and receivables for impairment at the end 
of each reporting period. In determining whether an impairment 
loss should be recorded in surplus or deficit, the surplus makes 
judgements as to whether there is observable data indicating a 
measurable decrease in the estimated future cash flows from a 
financial asset.

 Fair value estimation

 The carrying value, less impairment provision of trade receivables 
and payables, are assumed to approximate their fair values. The 
fair value of financial liabilities for disclosure purposes is estimated 
by discounting the future contractual cash flows at the current 
market interest rate that is available to the entity for similar 
financial instruments.

 Provisions

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

 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.

 Allowance for doubtful debts

 On debtors an impairment loss is recognised in surplus and 
deficit when there is objective evidence that it is impaired. The 
impairment is measured as the difference between the debtors 
carrying amount and the present value of estimated future cash flows,  
discounted at the effective interest rate, computed at initial recognition.
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 1.3 PROPERTY, PLANT AND EQUIPMENT

 Property, plant and equipment is initially measured at cost.

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

 Where an asset is acquired through a non-exchange transaction, 
its cost is its fair value as at date of acquisition. Where an item 
of property, plant and equipment is acquired in exchange for 
a non-monetary asset or monetary assets, or a combination of 
monetary and non-monetary assets, the asset acquired is initially 
measured at fair value [the cost]. If the acquired item’s fair value 
was not determinable, its deemed cost is the carrying amount of 
the asset[s] given up.

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

 Land and buildings comprise mainly office buildings. Freehold 
land and buildings are shown at fair value, based on valuations by 
external independent valuers every three years, less subsequent 
depreciation for buildings. Any accumulated depreciation at the 
date of revaluation is eliminated against the gross carrying amount 
of the asset, and the net amount is restated to the revalued 
amount of the asset. All other property, plant and equipment is 
stated at historical cost less depreciation. Historical cost includes 
expenditure that is directly attributable to the acquisition of the items.

 Subsequent costs are included in the asset’s carrying amount or 
recognised as a separate asset, as appropriate, only when it is 
probable that future economic benefits associated with the item 
will flow to the Board and the cost of the item can be measured 
reliably. All other repairs and maintenance are charged to the 
statement of financial performance during the financial period in 
which they are incurred.

 Increases in carrying value arising on revaluation are credited 
directly to the revaluation reserve. Decreases that offset previous 
increases of the same asset are charged against the revaluation 
reserve directly in equity; all other decreases are charged to the 
statement of financial performance.

 Land is not depreciated. Depreciation on other assets is calculated 
using the straight-line method to allocate their cost or revalued 
amounts to their residual values over their estimated useful lives.

 Costs associated with developing or maintaining computer 
software programmes are recognised as an expense as incurred. 
Minor assets of R5 000 or less are charged to the statement of 
financial performance in full as expenditure in the year.

 The assets’ residual values and useful lives are reviewed, and 
adjusted if appropriate, at each statement of financial position 
date. An asset’s carrying amount is written down immediately to 
its recoverable amount if the asset’s carrying amount is greater than 
its estimated recoverable amount.

 Gains and losses on disposals are determined by comparing 
proceeds with carrying amounts. These are included in the 
statement of financial performance. When revalued assets are sold, 
the amounts included in the revaluation reserve are transferred to 
the reserve fund.

 Assets that have indefinite useful life, such as land, are not subject 
to amortisation and are tested annually for impairment. Assets 
that are subject to amortisation are reviewed for impairment 
whenever events or changes in circumstances indicate that the 
carrying value may not be recoverable. An impairment loss is 
recognised for the amount by which the asset’s carrying amount 
exceeds its recoverable amount. The recoverable amount is the 
higher of the asset’s fair value less costs to sell and value in use. 
For the purpose of assessing impairment, assets are grouped at the 
lowest levels for which they are separately identifiable cash flows. 
Non-financial assets that suffered an impairment are reviewed for 
possible reversal of the impairment at each reporting date.

 
 The useful life is the period over which an asset is expected to be 

used and is summarised as follows:

 ITEM   AVERAGE  USEFUL LIFE
	 Buildings		 	 Straight	line	 	 50	years
	 Furniture	and	equipment	 Straight	line	 	 3-10	years
	 Motor	vehicles	 	 Straight	line	 	 5	years
	 Computer	equipment	 	 Straight	line	 	 3-7	years
	 Technical	equipment	 	 Straight	line	 	 3-8	years

 1.4 FINANCIAL INSTRUMENTS  

 Financial assets  

 The Board classifies its financial assets as held to maturity. 
Management determines the classification of financial assets at 
initial recognition.

 This applies to investments where there are fixed or determinable 
payments and fixed maturity dates and the Board has the positive 
intent and ability to keep the investments until maturity. These 
investments are measured and recognised at amortised costs with  
interest-income recognised in the statement of financial performance.

 Assets in this category are classified as current assets if they are 
expected to be realised within 12 months of the statement of 
financial position date.

 The Board assesses at each statement of financial position date 
whether there is objective evidence that a financial asset or a 
group of financial assets are impaired. If any such evidence 
exists for available-for-sale financial assets, the cumulative loss 
measured as the difference between the acquisition cost and the 
current fair value, less any impairment loss on that financial asset 
previously recognised in profit or loss, is removed from net assets 
and recognised in the statement of financial performance.

 
 Receivables from exchange transactions

 Trade receivables are measured at initial recognition at fair 
value, and are subsequently measured at amortised cost using 
the effective interest rate method. Appropriate allowances for 
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estimated irrecoverable amounts are recognised in surplus or 
deficit when there is objective evidence that the asset is impaired. 
Significant financial difficulties of the debtor, probability that 
the debtor will enter bankruptcy or financial reorganisation, and 
default or delinquency in payments [more than 30 days overdue] 
are considered indicators that the trade receivable is impaired. The 
allowance recognised is measured as the difference between the 
asset’s carrying amount and the present value of estimated future 
cash flows discounted at the effective interest rate computed at 
initial recognition.

 The carrying amount of the asset is reduced through the use of 
an allowance account, and the amount of the deficit is recognised 
in surplus or deficit within operating expenses. When a trade 
receivable is uncollectible, it is written off against the allowance 
account for trade receivables. Subsequent recoveries of amounts 
previously written off are credited against operating expenses in 
surplus or deficit.

 
 Payables from exchange transactions

 Trade payables are initially measured at fair value, and are 
subsequently measured at amortised cost, using the effective 
interest rate method.

 
 Cash and cash equivalents

 Cash and cash equivalents comprise cash on hand and deposits 
held at call with banks and bank overdrafts. Bank overdrafts are 
shown within borrowings in current liabilities on the statement of 
financial position.

 1.5   LEASES

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

 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.

 1.6   PROVISIONS AND CONTINGENCIES

 Provisions are recognised when:
•	The	entity	has	a	present	obligation	as	a	result	of	a	past	event
•	It	is	probable	that	an	outflow	of	resources	embodying	economic	

benefits or service potential will be required to settle the obligation
•	A	reliable	estimate	can	be	made	of	the	obligation

 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.

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

 Loan commitment is a firm commitment to provide credit under 
pre-specified terms and conditions.

 
 The entity recognises a provision for financial guarantees and loan 

commitments when it is probable that an outflow of resources 
embodying economic benefits and service potential will be required 
to settle the obligation and a reliable estimate of the obligation can 
be made.

 Determining whether an outflow of resources is probable in relation 
to financial guarantees requires judgement. Indications that an 
outflow of resources may be probable are:

•	Financial	difficulty	of	the	debtor
•	Defaults	or	delinquencies	in	interest	and	capital	repayments	by	the	

debtor
•	Breaches	of	the	terms	of	the	debt	instrument	that	result	in	it	being	

payable earlier than the agreed term and the ability of the debtor 
to settle its obligation on the amended terms

•	A	decline	in	prevailing	economic	circumstances	[e.g.	high	interest	
rates, inflation and unemployment] that impact on the ability of 
entities to repay their obligations

 Where a fee is received by the entity for issuing a financial 
guarantee and/or where a fee is charged on loan commitments, it is  
considered in determining the best estimate of the amount required 
to settle the obligation at reporting date. Where a fee is charged 
and the entity considers that an outflow of economic resources is 
probable, an entity recognises the obligation at the higher of:

•	The	 amount	 determined	 in	 accordance	 with	 the	 Standard	 of	
GRAP on Provisions, Contingent Liabilities and Contingent Assets

•	The	amount	of	the	fee	initially	recognised	less,	where	appropriate,	
cumulative amortisation recognised in accordance with the Standard  
of GRAP on Revenue from Exchange Transactions

 1.7   REVENUE RECOGNITION

 Revenue comprises the fair value of the consideration received or  
receivable for the sale of services in the ordinary course of the Board’s  
activities. Revenue is recognised in the accounting period in which  
the services are rendered, and is exclusive of Value Added Taxation.

 Revenue is recognised when the amount of revenue can be reliably 
measured and it is probable that future economic benefits will 
flow to the Board. The amount of revenue is not considered to be 
reliably measurable until all contingencies relating to the delivery 
of service have been resolved. The Board bases its estimates on 
historical results, taking into consideration the type of customer, 
the type of transaction and the specifics of each arrangement.

 Interest income is recognised on a time proportion basis using the 
effective interest method. When a receivable is impaired the Board 
reduces the carrying amount to its recoverable amount being the 
future estimated cash flow discounted at the original effective 
interest rate of the instrument. Interest income on impaired loans 
is recognised using the original effective interest rate.
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 1.8   RESERVES

 Self-insurance reserve:

 A self-insurance reserve fund was established to manage the 
uninsured risks of the PPECB. The reserve covers 20% of 
uninsured movable assets [laptop computers as well as technical 
equipment carried by inspectors] and also provides for potential 
indemnity claims based on 1.5% of turnover.

 
 Asset replacement fund:

 PPECB is a non-profitable entity. It has significant investment 
in fixed assets. This reserve was established to provide for the 
replacement of computer as well as technical equipment, without 
placing reliance on excessive levy increases.

 Revaluation reserve:

 This reserve was established due to surpluses that were generated 
on the revaluation of land and buildings.

 General reserve:

 The general reserve is maintained to protect PPECB’s operating 
capacity by funding non-recurring or unforeseen needs, including 
severe weather or other natural disasters and unexpected 
obligations after the budget process has occurred, or opportunities 
to achieve cost savings.

 1.9   EMPLOYEE BENEFITS

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

 A constructive obligation is an obligation that derives from an 
entity’s actions where by 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 and 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	and	salaries
•	Short-term	 compensated	 absences	 [such	 as	 paid	 annual	 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	and	performance-related	payments	payable	within	12	
months after the end of the reporting period in which the employees 
render the related service

 

 The entity recognises the expected cost of bonus 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.

 Long-term employee benefits

 The Board has an obligation to provide long-term service benefits 
to all employees appointed prior to 1997. According to the current 
long service bonus policy, which the Board institutes and operates, 
permanent employees are entitled to a long service bonus after 
completion of a continuous period of service of 20 years, 30 years 
and 40 years.

 
 Post-employment benefits: Defined contribution plans

 Defined contribution plans are post-employment benefit plans 
under which an entity pays fixed contributions into a separate 
entity [a fund] and will have no legal or constructive obligation to 
pay further contributions if the fund does not hold sufficient assets 
to pay all employee benefits relating to employee service in the 
current and prior periods.

 When an employee has rendered service to the entity during a 
reporting period, the entity recognise the contribution payable to a 
defined contribution plan in exchange for that service:

•	As	 a	 liability	 [accrued	 expense],	 after	 deducting	 any	 contribution	
already paid. If the contribution already paid exceeds the 
contribution due for service before the reporting date, an entity 
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

•	As	an	expense,	unless	another	Standard	 requires	or	permits	 the	
inclusion of the contribution in the cost of an asset

 1.10 OFF-SETTING

 If the Board undertakes, in the course if it’s ordinary activities, 
transactions that do not generate revenue but are incidental to its 
main revenue-generating activities, the results of such transactions 
are presented by netting any income with related expenses arising 
on the same transaction, when this presentation reflects the 
substance of the transaction or other event.

 1.11 TAX

 In terms of the Income Tax Act [Act 58 of 1962], the PPECB is not  
subject to normal taxation. No provision has been made for taxation.

 1.12 FRUITLESS AND WASTEFUL EXPENDITURE

 Fruitless expenditure means expenditure which was made in vain 
and would have been avoided had reasonable care been exercised.

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

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

 [a] This Act
 [b] The State Tender Board Act, [Act 86 of 1968], or any  

  regulations made in terms of the Act; or
 [c] Any provincial legislation providing for procurement  

  procedures in that provincial government

 National Treasury Practice Note no. 4 of 2008/2009, which was 
issued in terms of sections 76[1] to 76[4] of the PFMA, requires 
the following [effective from 1 April 2008]:

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

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

 Where irregular expenditure was incurred in the previous financial 
year and is only condoned in the following financial year, the 
register and the disclosure note to the Financial Statements must be 
updated with the amount condoned.

 Irregular expenditure that was incurred and identified during 
the current financial year and which was not condoned by the 
National Treasury or the relevant authority must be recorded 
appropriately in the irregular expenditure register. If liability for the 
irregular expenditure can be attributed to a person, a debt account 
must be created if such a person is liable in law. Immediate steps 
must thereafter be taken to recover the amount from the person 
concerned. If recovery is not possible, the accounting officer or 
accounting authority may write off the amount as debt impairment 
and disclose such in the relevant note to the Financial Statements. 
The irregular expenditure register must also be updated accordingly. If 
the irregular expenditure has not been condoned and no person is 
liable in law, the expenditure related thereto must remain against 
the relevant programme/expenditure item, be disclosed as such in 
the note to the Financial Statements and updated accordingly in the 
irregular expenditure register.

 1.14 SEGMENT INFORMATION

 A segment is an activity of an entity:
•	That	generates	economic	benefits	or	 service	potential	 [including	

economic benefits or service potential relating to transactions 
between activities of the same entity]

•	Whose	 results	 are	 regularly	 reviewed	by	management	 to	make	
decisions about resources to be allocated to that activity and in 
assessing its performance

•	For	which	separate	financial	information	is	available

 Reportable segments are the actual segments which 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 segment’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 the segment’s liabilities that are used by management 
are reported for that segment. If amounts are allocated 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 
reported in terms of that measure. If management uses more 
than one measure of a segment’s surplus or deficit, the segment’s 
assets 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.

 1.15 BUDGET INFORMATION

 The PPECB is subject to budgetary limits in the form of 
appropriations or budget authorisations [or equivalent], which is  
given effect through authorising legislation, appropriation or similar.

 General purpose financial reporting by the PPECB shall provide 
information on whether resources were obtained and used in 
accordance with the legally adopted budget.

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

 The approved budget covers the fiscal period from 01/04/2016 to 
31/03/2017.

 The statement of comparison of budget and actual information 
has been included in the Annual Financial Statements as the 
recommended disclosure when the Annual Financial Statements 
and the budget are on the same basis of accounting as determined 
by National Treasury. Refer to note 26.

 
 1.16 RELATED PARTIES

 The entity operates in an economic sector currently dominated by 
entities directly or indirectly owned by the South African Government. 
As a consequence of the constitutional independence of the three  
spheres of government in South Africa, only entities within the 
national sphere of government are considered to be related parties.
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 Management are those persons responsible for planning, directing 
and controlling the activities of the entity, including those charged 
with the governance of the entity in accordance with legislation, in 
instances where they are required to perform such functions.

 Close members of the family of a person are considered to be 
those family members who may be expected to influence, or be 
influenced by, that management in their dealings with the entity.

 
1.17 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]

•	 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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