DEPARTMENT OF ECONOMIC, SMALL BUSINESS DEVELOPMENT, TOURISM AND
ENVIRONMENTAL AFFAIRS
VOTE 3
NOTES TO THE ANNUAL FINANCIAL STATEMENTS
for the year ended 31 March 2016

Claims against the department (claimant did not 23
issue summons to department)
Accrued departmental revenue (Restatement of (721)

the balance due to recalculation of the amount due

by the service provider)

Accrued departmental revenue - Impairment 126
(Restatement of the balance due to recalculation of

the amount due by the service provider)

Irregular Expenditure (Expenditure reported as (25,376)
possible irregular expenditure in the prior year

does not compromise irregular expenditure).

Recalculation of irregular expenditure amounts 1,444
related to prior years
Related Party transactions (Interest and rent of (9,689)

land -Payment made by PW on our behalf
erroneously disclosed by the department)

Net effect (34,194)
2014/15
R’000
Notes to AFS
(38,750)
Conditional Grants (Earmarked Funds (i.e.
Infrastructure and REA ) are not conditional
grants).
Departmental Revenue - Sales of capital assets (13,442)

(Incorrect application of modified cash standard on

biological assets)

Departmental Revenue - Sales of good and 13,442
services other than capital (Incorrect application of

modified cash standard on biological assets)

Minor Assets (Maria Maroka Handover assets 633
capitalised from prior year)
Consumables (Department is a non-inventory 2,121

department as per description of on the Accounting

manual for departments).

Inventory (Department is a non-inventory (2,121)
department as per description of on the Accounting

manual for departments).

Expenditure for capital assets ( The splitting of (951)
infrastructure enhancement allocation (conditional)

expenditure between movable assets and

infrastructure assets mostly impacts additions to

assets for Maria Moroka resort for 2014/15).

Net cash flow available from operating activities - (13,442)
proceeds from sale of capital assets (Incorrect

application of modified cash standard on biological

assets)

Net cash flow available from operating activities - 13,442
add back non cash/cash movements not deemed

operating activities (Incorrect application of

modified cash standard on biological assets)
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DEPARTMENT OF ECONOMIC, SMALL BUSINESS DEVELOPMENT, TOURISM AND
ENVIRONMENTAL AFFAIRS
VOTE 3
NOTES TO THE ANNUAL FINANCIAL STATEMENTS
for the year ended 31 March 2016

Transfers and subsidies - Unspent portion ( (15,509)
Incorrect interpretation of AFS framework and
clarification obtained on 31/07/2016)

Net effect (54,577)
2014/15
R’000

Movable tangible assets

Biological assets - Incorrect application of modified (53,230)

cash standard on biological assets

Machinery and equipment - (Maria Maroka (491)

Handover assets capitalised from prior year.

Seekoeivlei resort asset. Prior period errors.

Duplicate asset. Firearms at H/O. E.E Gariep

assets transferred to Agriculture. Laptop transfer

received from Public Works)

Minor assets - (E.E Gariep assets transferred to 1,800
Agriculture. Maria Maroka Handover assets

capitalised from prior year. Sandveld and

Seekoeivlei assets. Prior period errors.)

Minor Assets - Biological assets - Incorrect (40,691)
application of modified cash standard on biological

assets

Intangible capital assets - Derecognised Intangible (45)
Asset

Immovable assets - S42 transfer of immovable 18,139

assets to PW

Net effect (74,518)
2014/15
R’000

Annexures

Annexure 3B - case not disclosed in the prior year. 5

Claimant did not issue summons to department.

(Rounding difference)

Annexure 6 - Department is a non-inventory (2,334)
department as per description of on the

Accounting manual for departments

Annexure 7 - This note relates only to WIP in (72,535)
respect of capital projects that are ongoing and not

all movable tangible assets.

Net effect (74,864)
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DEPARTMENT OF ECONOMIC, SMALL BUSINESS DEVELOPMENT, TOURISM AND
ENVIRONMENTAL AFFAIRS
VOTE 3
NOTES TO THE ANNUAL FINANCIAL STATEMENTS
for the year ended 31 March 2016

33.

Transfer of functions

The Free State Executive Council approved in October 2009 that the Gariep State Fish
Hatchery which currently falls under DESTEA be transferred to the Department of Agriculture.
The Gariep Hatchery currently has 9 employees which are appointed as Auxillary Service
Officers. Due to the fact that the Fish Hatchery has been transferred to the Department of
Agriculture the 9 employees must also be transferred. During 2010 the Department of
Agriculture was engaged with regards to the transfer of the Fish Hatchery and its employees to
them and initially the transfer was supposed to have been effected from 01 April 2011 but
Agriculture did not obtain approval for the transfer.

The 2 recognised unions in the department, namely PSA and NEHAWU, were engaged about
the transfer during the departmental Consultative Committee Meeting (DCC) which was held on
17/02/2011. The 2 unions agreed that the affected officials can be transferred to the
Department of Agriculture. In 2014, the Department of Agriculture was again engaged about
the transfer and it was agreed that the affected officials would assume duty in their department
with effect from 01 July 2014. An official was transferred to the Protected Area, within the
department, with effect from 01/07/2014.

The compensation budget in respect of the 8 officials from 01/07/2014 to 30/06/2015 was
transferred to the Department of Agriculture. Personnel transferred to Department of agriculture
were 6 in total and they were transferred with effect from 01 November 2014.

The COE budget of DESTEA was subsequently reduced in 2014/15 financial period by an
amount of R 3 475 million and Department of Agriculture COE allocation increased by R 3 475
million during the 2014/15 budget adjustment. The movable assets transfer took place during
January 2016 and assets to the value of R 124 244.02 were transferred to Department of
Agriculture.
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ANNEXURE 7
MOVEMENT IN CAPITAL WORK IN PROGRESS

MOVEMENT IN CAPITAL WORK IN PROGRESS FOR THE YEAR ENDED 31 MARCH 2016

Current
Year
Opening Capital Completed Closing
balance WIP Assets balance
R’000 R’000 R’000 R’000
BUILDINGS AND OTHER FIXED STRUCTURES 47,734 14,207 (18,139) 43,802
Dwellings - - - -
Non-residential buildings - - - -
Other fixed structures 47,734 14,207 (18,139) 43,802
TOTAL 47,734 14,207 (18,139) 43,802
MOVEMENT IN CAPITAL WORK IN PROGRESS FOR THE YEAR ENDED 31 MARCH 2015
Current
Prior Year
Opening period Capital Completed Closing
balance error WIP Assets balance
R’000 R’000 R’000 R’000 R’000
BUILDINGS AND OTHER FIXED 21,242 18,139 8,353 47,734
STRUCTURES
Dwellings - - - - -
Non-residential buildings - - - - -
Other fixed structures 21,242 18,139 8,353 - 47,734
TOTAL 21,242 18,139 8,353 47,734

A restatement had been made on this annexure due to incorrect reporting done for the 2014/15 financial year.

This note relates only to WIP in respect of capital projects that are ongoing; hence only the one amount has been

left under other fixed structures.
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Report of the auditor-general to Free State
Legislature nature conservation trust fund

Report on the financial statements

Infroduction

1.

| have audited the financial statements of the Nature Conservation Trust Fund set out

on pages 221 to 225, which comprise the appropriation statement, the statement of financial
position, the statement of profit or loss and other comprehensive income, statement of
changes in net assets, and statement of cash flows-for the year then ended

31 March 2016, as well as the notes, comprising a summary of significant accounting
policies and other explanatory information.

Accounting Officer’s responsibility for the financial statements

2.

The accounting officer is responsible for the preparation and fair presentation of these
financial statements in accordance with 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) and
for such internal control as the accounting officer determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

Auditor-general’s responsibility

3.

My responsibility is to express an opinion on the financial statements based on my
audit. | conducted my audit in accordance with International Standards on Auditing.
Those standards require that | comply with ethical requirements, and plan and perform
the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgement, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation
of the financial statements 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 entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.
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5. | believe that the audit evidence | have obtained is sufficient and appropriate to provide
a basis for my unqualified audit opinion.

Opinion

6. In my opinion, the financial statements present fairly, in all material respects, the

financial position and its financial performance and cash flows of the Nature
Conservation Trust for the year then ended as at 31 March 2016, in accordance with SA
standards of GRAP and the requirements of the PFMA.

Emphasis of matter

7.

| draw attention to the matter below. My opinion is not modified in respect of this matter.

Related parties

8. As disclosed in the annual financial statements, the Nature Conservation Trust Funds

management decisions are controlled by the Free State Department of Economic, Small
Business Development, Tourism and Environmental Affairs.

Report on other legal and regulatory requirements

9.

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, | have a responsibility to report
findings on the reported performance information against predetermined objectives of
selected programmes presented in the annual performance report, compliance with
legislation and internal control. The objective of my tests was to identify reportable
findings as described under each subheading but not to gather evidence to express
assurance on these matters. Accordingly, | do not express an opinion or conclusion on
these matters.

Compliance with legislation

10. | did not identify any instances of material non-compliance with specific matters in key

legislation, as set out in the general notice issued in terms of the PAA.
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Internal contirol

11. | considered internal control relevant to my audit of the financial statements, annual

performance report and compliance with legislation. | did not identify any significant
deficiencies in internal control.

huduor - Gereral

Bloemfontein
31 July 2016

A UDITOR-GENERAL

SOUTH A FRICA

Audliting to build public confidence
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NATURE CONSERVATION TRUST FUND
ACCOUNTING POLICIES
for the year ended 31 March 2016

The financial statements have been, unless otherwise indicated, prepared in accordance with
the following policies, which have been applied consistently in all material respects. However,
where appropriate and meaningful, additional information has been disclosed to enhance the
usefulness of the financial statements. Deviances from the basis of preparation must be clearly
stated and if possible the effect of non-compliance should be disclosed in the notes to the
financial statements.

1. Basis of preparation

These annual financial statements were prepared in accordance with Standards of Generally
Recognized Accounting Practice (GRAP), as issued by the Accounting Standards Board in
accordance with Section 91(1) of the Public Finance Management Act,(Act No 1 of 1999).

The annual financial statements were prepared on the accrual basis of accounting and
incorporate the historical cost conventions as the basis of measurement, except where specified
otherwise.

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

2. Revenue from exchange transaction

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.

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.

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 shall be measured at the fair value of the consideration received or receivable.

Interest, royalties and dividends

Revenue arising from the use by others of entity assets yielding interest, royalties and dividends
or similar distributions shall be

recognized when:

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

(b) the amount of the revenue can be measured reliably.

Revenue shall be recognized using the following accounting treatments:
(a) Interest shall be recognized using the effective interest rate method as set out in the
Standard of GRAP on Financial Instruments.
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(b) Royalties shall be recognized as they are earned in accordance with the substance of the
relevant agreement.

(c) Dividends or similar distributions shall be recognized when the owner’s right to receive
payment is established.

3. Financial Instruments
Initial Recognition

The department recognizes a financial asset or a financial liability in its Statement of Financial
Position when, and only when, the entity becomes a party to the contractual provisions of the
instrument. This is achieved through the application of trade date accounting.

The department classifies financial instruments or their component parts as a financial liabilities,
financial assets or residual interests in conformity with the substance of the contractual
arrangement and to the extent that the instrument satisfies the definitions of a financial liability,
a financial asset or a residual interest.

Financial instruments are evaluated, based on their terms, to determine if those instruments
contain both liability and residual interest components (i.e. to assess if the instruments are
compound financial instruments). To the extent that an instrument is in fact a compound
instrument, the components are classified separately as financial liabilities and residual interests
as the case may be.

Initial Measurement

Financial instrument are measured initially at its fair value plus, in the case of a financial asset
or a financial liability not subsequently measured at fair value, transaction costs that are directly
attributable to the acquisition or issue of the financial asset or financial liability.

Subsequent Measurement

Financial instruments at amortized cost are subsequently measured at amortized cost using
effective interest method.

Derecognition

A financial asset is derecognized at trade date, when:

The cash flows from the asset expire, are settled or waived;

a) Significant risks and rewards are transferred to another party; or

b) Despite having retained significant risks and rewards, the entity has transferred control of the
asset to another entity.

Gains and losses

For financial assets and financial liabilities measured at amortized cost or cost, a gain or loss is
recognized in surplus or deficit when the financial asset or financial liability is derecognized or
impaired or through the amortization process.
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Impairments

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

Financial assets held at amortized cost:

The department first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant and individually or collectively for financial assets
that are not individually significant. If the entity determines that no objective evidence of
impairment exists for an individually assessed financial asset, whether significant or not, it
includes the asset in a group of financial assets with similar credit risk characteristics and
collectively assesses them for impairment. Assets that are individually assessed for impairment
and for which an impairment loss is or continues to be recognized are not included in the
collective assessment of impairment.

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

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment was recognized (such as an
improvement in the debtor's credit rating), the previously recognized impairment loss shall be
reversed either directly or by adjusting an allowance account. The reversal shall not result in a
carrying amount of the financial asset that exceeds what the amortized cost would have been
had the impairment not been recognized at the date the impairment is reversed. The amount of
the reversal is recognized in surplus or deficit.

4. Equity

Equity is the net difference between assets and liabilities. It is represented by Trust Fund
Capital Account.

The Capital Account represents the net carrying value of assets. As such all decreases or
increases with regard to assets, are to be debited or credited to this account, with a contra entry
to the relevant asset accounts.

5. Comparative figures

Where necessary, comparative figures have been adjusted to conform to changes in
presentation in the current year. The comparative figures shown in these financial statements
are limited to the figures shown in the previous year’s audited financial statements and such
other comparative figures reasonable expected to be available.
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