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Please refer to note 4 above, the financial estimate cannot be determined reliably as the extent of
covid-19 is unknown.

The company is confident that funding from the current munipalities is sufficient for the company to
continue its operations as a going concern. Covid-19 had no impact on the funding we are receiving
from the municipalities and from COGTA. One municipality has withdrawn as per note 4 above.
Further grant funding is expected from COGTA for IUDF and DPW for the EPWP project. There is
also funding expected from GIZ for Urban safety and from AFD for built environment project.
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Independent Auditor’s Report

To the Directors of South African Cities Network NPC

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of South African Cities Network NPC set out on
pages 53 to 68, which comprise the statement of financial position as at 30 June 2020, and the
statement of profit or loss and other comprehensive income, statement of changes in equity and
statement of cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies.

In our opinion, the financial statements present fairly, in all material respects, the financial position
of South African Cities Network NPC as at 30 June 2020, and its financial performance and cash
flows for the year then ended in accordance with the International Financial Reporting Standard
for Small and Medium-sized Entities and the requirements of the Companies Act of South Africa.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the company in
accordance with the Independent Regulatory Board for Auditors’ Code of Professional Conduct for
Registered Auditors (IRBA Code) and other independence requirements applicable to performing
audits of financial statements in South Africa. We have fulfiled our other ethical responsibilities in
accordance with the IRBA Code and in accordance with other ethical requirements applicable to
performing audits in South Africa. The IRBA Code is consistent with the corresponding sections
of the International Ethics Standards Board for Accountants’ International Code of Ethics for
Professional Accountants (including International Independence Standards). We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of matter — impact of the outbreak of covid-19 on the
financial statements

In forming our opinion on the company financial statements, which is not modified, we draw your
attention to the directors’ view on the impact of the COVID-19 as disclosed on page 46, and the
consideration in the going concern basis of preparation in note 16 on page 66.
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Since the balance sheet date, the company has assessed the impact of COVID-19 on the annual
financial statements and considered the potential impact on the business. While it is envisaged that
there will be no impact on the performance of the company as at financial year end, the full impact
of COVID-19 cannot be reasonably estimated at this time. The notes referred to elaborate on the
directors’ determination as to why COVID-19 is not considered an adjusting subsequent event.

Management will continue to assess the financial impact of COVID-19 and its impact on the
company’s financial condition, liquidity, operations, suppliers, industry and workforce, while placing
the health and safety of employees first.

Emphasis of matter — non-registration of VAT

We draw attention to note 5 to the financial statements which indicates that the company has not
complied with certain sections of the Value Added Tax Act for the period 1 June 2006 to date. The
company is not yet registered for VAT and did not declare and pay any output VAT to the South
Africa Revenue Service (SARS). In 2011 the company obtained an instruction for SARS to register
for VAT and declare and pay over VAT. The company completed their application process and is
currently waiting for the outcome of the application from SARS. The VAT liability reflected on the
statement of financial position includes the management estimate of the VAT outstanding amount,
the related penalties and interest up to the reporting date. Our opinion is not modified in respect of
this matter

Other Information

The directors are responsible for the other information. The other information comprises the
information included in the document titled “South African Cities Network NPC Annual Financial
Statements for the ended 30 June 2020”, which includes the Directors’ Report, as required by the
Companies Act of South Africa. The other information does not include the financial statements and
our auditor’s reports thereon.

Our opinion on the financial statements does not cover the other information and we do not express
an audit opinion or any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. If, based on the work we have performed on the other information obtained
prior to the date of this auditor’s report, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.
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Other matter

The financial statements of South African Cities Network NPC for the year ended 30 June 2019,
were audited by another auditor who expressed an unmodified opinion on those statements on
23 September 2020.

Responsibilities of the Directors for the Financial Statements

The directors are responsible for the preparation and fair presentation of the financial statements
in accordance with International Financial Reporting Standard for Small and Medium-sized Entities
and the requirements of the Companies Act of South Africa, and for such internal control as the
directors determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors either intend to liquidate the
company or to cease operations, or have no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

QOur 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 our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with 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 the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain

professional scepticism throughout the audit. We also:

e |dentify 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 our 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.

e 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 company’s internal control.
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e FEvaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.

e Conclude on the appropriateness of the directors’ use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in @ manner that achieves fair presentation.

We communicate with the directors regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

o

Partner; Daniel Tekie
REGISTERED AUDITOR

Date: 09 April 2021
Address: Pretoria

mazars

Registered Auditor — A firm of Chartered Accountants (SA) e IRBA Registration Number 900222

PARTNERS: MV Ninan (National Co-CEQ), MC Olckers (National Co-CEQ), SJ Adlam, JC Combrink, GJ De Beer, G Deva,
Y Dockrat, JJ Eloff, MH Fisher, GD Jackson, D Keeve, R Murugan, MV Patel, S Ranchhoojee, DM Tekie, S Truter, S Vorster

A full list of national partners is available on request or at www.mazars.co.za
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Statement of Financial Position

ANNUAL FINANCIAL STATEMENTS

AS AT 30 JUNE 2020
Figures in Rand Notes 2020 2019
Restated*
Assets
Non current assets 1026 500 392 967
Property, plant and equipment 2 1026 500 392 967
Current assets 40 954 824 47 663 953
Trade and other receivables 3 9135237 14936 117
Cash and cash equivalents 4 31819587 32727 836
Total assets 41 981 324 48 056 921
Equity and Liabilities
Equity 14 402 741 20287 010
Retained income 14 402 741 20287 010
Current Liabilities 27 578 583 27 769 911
Trade and other payables 5 24 847 225 18 512 990
Deferred income 6 2731358 9 256 921
Total Equity and Liabilities 41 981 324 48 056 921
Statement of Comprehensive Income
Figures in Rand Notes 2020 2019
Restated*
Revenue 7 46 640 290 43936 053
Other income 9 872 541 297 868
Operating expenses (65 374 437) (24 748 547)
Operating (loss) profit 11 (7 861 606) 1119485374
Investment revenue 10 1977 337 1265 847
Total comprehensive gain (deficit) for the year (5 884 269) 20 751 221

* See note 18
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Statement of Changes in Equity

Figures in Rand Retained income Total equity
Balance at 01 July 2018 (464 211) (464 211)
Total comprehensive income for the year 20 751 221 20 751 221
Restated*
Opening balance as previously reported 20852 774 20852 774
Prior period error (665 764) (665 764)
Balance at 01 July 2019 20287 010 20287 010
Restated*
Total comprehensive loss for the year (5 884 269) (5884 269)
Balance at 30 June 2020 14 402 741 14402 7M1
Statement of Cash Flows

. . 2019
Figures in Rand Notes 2020 Restated*
Cash flows from operating activities
Cash (used in) generated from operations 13 (1941114 24 057 246
Interest income 1977 337 1265 847
Net cash from operating activities 36 223 25 323 093
Cash flows from investing activities
Purchase of property, plant and equipment 2 (944 472) (628 744)
Total cash movement for the year (908 249) 24 694 349
Cash at the beginning of the year 32727 836 8033 487
Total cash at end of the year 4 31 819 587 32727 836

* See note 18
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Accounting Policies

0 Basis of preparation and summary of significant accounting policies

The financial statements have been prepared on a going concern basis in accordance with the
International Financial Reporting Standard for Small and Medium-sized Entities, and the Companies
Act of South Africa. The financial statements have been prepared on the historical cost basis,
except for biological assets at fair value less point of sale costs, and incorporate the principal
accounting policies set out below. They are presented in South African Rands.

These accounting policies are consistent with the previous period.

1.1 Significant judgements and sources of estimation uncertainty

Critical judgements in applying accounting policies

Management are required to make critical judgements in applying accounting policies from time to
time. The judgements, apart from those involving estimations, that have the most significant effect
on the amounts recognised in the financial statements, are outlined as follows:

Key sources of estimation uncertainty

Useful lives of property, plant and equipment

The company reviews the estimated useful lives of property, plant and equipment when changing
circumstances indicate that they may have changed since the most recent reporting date. During
the current year, the directors determined that the useful lives of certain items of surveillance
equipment should be shortened, due to developments in technology.

Impairment testing

The company reviews and tests the carrying value of property, plant and equipment, investment
property on the cost model and intangible assets when events or changes in circumstances
suggest that the carrying amount may not be recoverable. When such indicators exist, management
determine the recoverable amount by performing value in use and fair value calculations. These
calculations require the use of estimates and assumptions. When it is not possible to determine the
recoverable amount for an individual asset, management assesses the recoverable amount for the
cash generating unit to which the asset belongs.

Value added tax

The company is not yet registered for VAT and , as such, did not declare any VAT outputs on
income received to date. The VAT amount as reflected on the financial statements is based on
management best estimate of the amount payable including penalties and interest.

ACCOUNTING POLICIES @
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1.2 Property, plant and equipment

Property, plant and equipment are tangible assets which the company holds for its own use or for
rental to others and which are expected to be used for more than one period.

Property, plant and equipment is initially measured at cost.

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

Expenditure incurred subsequently for major services, additions to or replacements of parts
of property, plant and equipment are capitalised if it is probable that future economic benefits
associated with the expenditure will flow to the company and the cost can be measured reliably.
Day to day servicing costs are included in profit or l0ss in the period in which they are incurred.

Property, plant and equipment is subsequently stated at cost less accumulated depreciation and
any accumulated impairment losses, except for land which is stated at cost less any accumulated
impairment losses.

Depreciation of an asset commences when the asset is available for use as intended by
management. Depreciation is charged to write off the asset’s carrying amount over its estimated
useful life to its estimated residual value, using a method that best reflects the pattern in which the
asset’s economic benefits are consumed by the company.

The useful lives of items of property, plant and equipment have been assessed as follows:

ITEM DEPRECIATION METHOD AVERAGE USEFUL LIFE
Furniture and fixtures Straight line 6 years
Office equipment Straight line 5 years
IT equipment Straight line 3 years

When indicators are present that the useful lives and residual values of items of property, plant and
equipment have changed since the most recent annual reporting date, they are reassessed. Any
changes are accounted for prospectively as a change in accounting estimate.

Impairment tests are performed on property, plant and equipment when there is an indicator that
they may be impaired. When the carrying amount of an item of property, plant and equipment is
assessed to be higher than the estimated recoverable amount, an impairment loss is recognised
immediately in profit or l0ss to bring the carrying amount in line with the recoverable amount.

e SACN ANNUAL REPORT 2020




ANNUAL FINANCIAL STATEMENTS

South African Cities Network (NPC)
(Registration number: 2002/031754/08

Non-Profit Company No: 032-488 NPO)

Financial Statements for the year ended 30 June 2020

An item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected from its continued use or disposal. Any gain or l0ss arising from the
derecognition of an item of property, plant and equipment, determined as the difference between
the net disposal proceeds, if any, and the carrying amount of the item, is included in profit or loss
when the item is derecognised.

1.3 Financial instruments

Initial measurement

Financial instruments are initially measured at the transaction price (including transaction costs
except in the initial measurement of financial assets and liabilities that are measured at fair value
through profit or loss) unless the arrangement constitutes, in effect, a financing transaction in which
case it is measured at the present value of the future payments discounted at a market rate of
interest for a similar debt instrument.

Financial instruments at amortised cost

These include loans, trade receivables and trade payables. Those debt instruments which meet
the criteria in section 11.8(b) of the standard, are subsequently measured at amortised cost using
the effective interest method. Debt instruments which are classified as current assets or current
liabilities are measured at the undiscounted amount of the cash expected to be received or paid,
unless the arrangement effectively constitutes a financing transaction.

At each reporting date, the carrying amounts of assets held in this category are reviewed to
determine whether there is any objective evidence of impairment. If there is objective evidence,
the recoverable amount is estimated and compared with the carrying amount. If the estimated
recoverable amount is lower, the carrying amount is reduced to its estimated recoverable amount,
and an impairment loss is recognised immediately in profit or loss.

Financial instruments at cost
Equity instruments that are not publicly traded and whose fair value cannot otherwise be measured
reliably without undue cost or effort are measured at cost less impairment.

Financial instruments at fair value

All other financial instruments, including equity instruments that are publicly traded or whose fair
value can otherwise be measured reliably, without undue cost or effort, are measured at fair value
through profit and loss.

If a reliable measure of fair value is no longer available without undue cost or effort, then the fair
value at the last date that such a reliable measure was available is treated as the cost of the
instrument. The instrument is then measured at cost less impairment until management are able to
measure fair value without undue cost or effort.

ACCOUNTING POLICIES @
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1.4 Tax

Current tax assets and liabilities

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the
amount already paid in respect of current and prior periods exceeds the amount due for those
periods, the excess is recognised as an asset.

This entity is a non-profit organisation and, as a result tax is not levied on any profit.

1.5 Impairment of assets

The company assesses at each reporting date whether there is any indication that property, plant
and equipment may be impaired.

If there is any such indication, the recoverable amount of any affected asset (or group of related
assets) is estimated and compared with its carrying amount. If the estimated recoverable amount is
lower, the carrying amount is reduced to its estimated recoverable amount, and an impairment loss
is recognised immediately in profit or loss.

If an impairment loss subsequently reverses, the carrying amount of the asset (or group of related
assets) is increased to the revised estimate of its recoverable amount, but not in excess of the
amount that would have been determined had no impairment loss been recognised for the asset
(or group of assets) in prior years. A reversal of impairment is recognised immediately in profit
or loss.

1.6 Revenue: Government grants

Grants that do not impose specified future performance conditions are recognised in income when
the grant proceeds are receivable.

Grants that impose specified future performance conditions are recognised in income only when
the performance conditions are met.

Grants received before the revenue recognition criteria are satisfied are recognised as a liability.

Grants are measured at the fair value of the asset received or receivable.
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1.7 Revenue: Subscriptions

ANNUAL FINANCIAL STATEMENTS

Service revenue is recognised by reference to the stage of completion of the transaction at the
end of the reporting period. The Stage of completion is determined by surveys of work performed.
When the outcome of a transaction involving the rendering of services cannot be estimated reliably,
revenue is recognised only to the extent of the expenses recognised that are recoverable.

Interest is recognised, in profit or loss, using the effective interest rate method.

Deferred income and goverment grants are recognised until such time as the services is rendered
or the grant’s performance conditions are met, the grant is recognised as deferred income in the

statement of financial position.

Q Property, plant and equipment

2020 2019
Costor  Accumulated  Carrying Costor  Accumulated  Carrying
revaluation depreciation value revaluation  depreciation value

Furniture and fixtures 814 747 (231 423) 583 324 171872 (163 981) 7891
Office equipment 125146 (114729 10 417 125146 (112 070) 13076
IT equipment 1017 592 (584 833) 432 759 715995 (343 995) 372000
Total 1957 485 (930985) 1026 500 1013013 (620 046) 392 967
Reconciliation of property, plant and equipment - 2020

Opening balance Additions Depreciation  Closing balance
Furniture and fixtures 7891 642 875 (67 442) 583 324
Office equipment 13076 _ (2 659) 10 417
IT equipment 372000 301 597 (240 838) 432 759

392 967 944 472 (310 939) 1026 500

Reconciliation of property, plant and equipment - 2019

Opening balance Additions Depreciation  Impairment loss Closing balance
Furniture and fixtures 32870 - (24 979) - 7891
Office equipment - 13295 (219) - 13076
IT equipment 156 153 615 449 (166 613) (232 989) 372000
189 023 628 744 (191 811) (232 989) 392 967
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0 Trade and other receivables

2020 2019
Trade receivables 7644 800 14 270 097
Staff advances 1490 437 666 020

9135 237 14936 117

@O Cash and cash equivalents

2020 2019
Cash and cash equivalents consist of:
Cash on hand 1500 1500
Bank balances 1454 590 640 369
Investment accounts 30 363 497 32 085 967

31819 587 32727 836
@ Trade and other payables

2020 2019
Trade payables 4643 647 1029212
VAT 17 940 138 15041 220
Accrued leave pay 1068 690 386 020
Accrued bonus 776 594 773 354
Payroll accruals 411 136 695 460
Accrued expense 7020 587 724

24 847 225 18 512 990

Reconciliation of property, plant and equipment — 2020
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Value added tax

In 2011 the company obtained instruction from the South African Revenue Services (SARS) to
be registered for Value Added Tax (VAT). Currently, the company is not yet registered for VAT and,
as such, did not declare any VAT outputs on income received to date. In 2011, the company
applied for the voluntary disclosure program (VDP) at SARS. Following numerous written and verbal
communication, as well as various meetings with SARS, the directors have been informed that the
VDP application was still being processed. Due to the delay the directors have escalated the matter
with the Ministry and Department of Co-operative Government and Traditional Affairs (COGTA) and
are awaiting feedback. The liability reflected in the statement of financial position is based on the
calculated VAT amount (capital) as well as the calculated penalties and interest. SARS can at their
discretion waive the penalties or they can levy 200% additional taxes as stated in the VAT Act. Refer
to the emphasis of matter paragraph in the audit report.

The Directors are also not aware of any material non-compliance with statutory or regulatory

requirements or of any pending changes to legislation which may affect the company other than
the non-compliance with the Value Added Tax Act.

@ Deferred income

2020 2019
Deferred income 2731358 9 256 921
@ Revenue
Figures in Rand 2020 2019
Buffalo City Muncipality 3370348 2762122
Ekurhuleni Metropolitan Municipality 3770348 2762122
eThekwini Metropolitan Municipality 3746190 2762122
City of Johannesburg 3770348 2762122
Mangaung Municipality 3370 348 2762122
Msunduzi Municipality 3370 348 2762122
Nelson Mandela Metropolitan Municipality 3370 348 2762122
City of Tshwane 3370348 2762122
Government grants 18 501 664 21839 077

46 640 290 43 936 053
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O Grants

Figures in Rand 2020 2019
Department of Cooperative Governance and Traditional Affairs 14 082 627 8035373
GIZ Income 92 000 350 000
City of Johannesburg — CDS = 436 050
City of Johannesburg — Climate Change = 1103 637
Grant —AFD 496 172 -
Grant Income EPWP 220114 1000 000
Grant Income — NRF Chairs = 5735200
Grant Income — Step = 750 000
Grant Income — SCODA = 750 000
Grant Income — International = 282 150
Grant Income — Building = 200 000
Grant Income — Strenghtening = 400 000
Grant Income — Spacial = 400 000
Grant Income — Coastal Cities = 200 000
Grant Income — Future Cities = 200 000
Grant Income — Implementing = 200 000
Green Fund — DBSA 731472 21 467
The South African Council for Planners = 32610
The National Treasury 1840 000 1500 000
Urban Conference = 35000
Income — SALGA 200 000 -
COGTA — IUDF 831279 207 590
Income — Tshimolong 8 000 -
18 501 664 21839077
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© oOtherincome

Figures in Rand 2020 2019

Recoveries 453130 175164

Reversal of accruals 419 411 122 704
872 541 297 868

Other income mainly consists of recoveries. These recoveries relate to project management fees,
supervision fees and fees for attending meetings.

@ Investment revenue

Figures in Rand 2020 2019

Interest revenue
Call account 1977 337 1265 847

@ Operating (loss) profit

Operating (loss) profit for the year is stated after accounting for the following:

Figures in Rand 2020 2019

Impairment on property, plant and equipment = 232 989
Profit on exchange differences 15914 -
Depreciation on property, plant and equipment 310939 191 810
Employee costs 17 520 143 14 446 613
Auditor’s remuneration 395 696 1569 123
City Development Strategies 3897 029 2092 783
Knowledge management and communication 429 353 505 402
Networking and strategic input 1913 349 143 384
Office Consumables 684 354 367 462
Organisational development 3517528 1411 476
Sustainable cities 879 368 1661907
Well governed cities = 493 877
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@ Taxation

No provision of income tax was made as the company qualified for excemption from income tax in
terms of section 10(1)(cN) as read with section 30 of the Income Tax Act.

@ Cash (used in) generated from operations

Figures in Rand 2020 2019

(Loss) prafit before taxation (65884 269) 20751 221
Adjustments for:

Depreciation and amortisation 310939 191 810
Interest received (1977 337) (1265 847)
Impairment loss = 232 989

Changes in working capital:

Trade and other receivables 5800 880 (2627 069)
Prepayments = 21 226
Trade and other payables 6 334 235 5728 499
Deferred income (6 525 562) 1024 417

(1941 114) 24 057 246

@ Related parties

Relationships

Partners Department of Co-operative Governance and
Traditional Affairs

Mandela Bay Development Agency

Members Ekurhuleni Metropolitan Municipality
City of Tshwane
eThekwini Metropolitan Municipality
Buffalo City Municipality
Mangaung Municpality
Nelson Mandela Metropolitan Municipality
City of Johannesburg
Msunduzi Muncipality
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Related party balances and transactions with entities with control, joint control
or significant influence over the company

Related party transactions

Figures in Rand 2020 2019

Grants received

Department of Co-operative Governance and Traditional Affairs 7765000 8035373

Revenue received

Ekhurhuleni Metropolitan Municipality 3770348 2762122
City of Tshwane 3370348 2762122
eThekwini Metropolitan Municipality 3746190 2762122
Buffalo City Municipality 3370348 2762122
Mangaung Local Municipality 3370 348 2762122
City of Johannesburg 3770348 2762122
Msunduzi Municipality 3370 348 2762122
Nelson Mandela Metropolitan Municipality 3370 348 2762122

Related party balances and transactions with key management

Related party balances

Figures in Rand 2020 2019

Compensation paid to key management

L. Njezula 1540 755 1090 368
S. Joseph 1473120 1310152
Y. Dambuza 1473079 1308 441

Advances made to directors and key management

S.M.M Mbanga 503 140 213480
Y. Dambuza 663 111 365 888
L. Njezula 127 539 7099
S. Joseph 3076
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@ Directors' remuneration

Executive
Emoluments Travel Allowance Total
2020
S.M.M. Mbanga 2 967 260 96 000 3063 260
2019
S.M.M. Mbanga 2764518 96 000 2860518
Non-executive
Directors’ fees Total
2020
Blanche Yolisa Kani 108 500 108 500
Ashraf Mohamed Adam 106 500 106 500
Modjadiji Mehildah Malahlela 45 500 45 500
Nontando Christine Zintle Ngamlana 109 500 109 500
370 000 370 000
2019

There were no emoluments paid to non-executive directors in the 2019 period as non-executive directors were appointed in
June 2019 with their first meeting held in July 2019 relating to 2020 finanical year end.

@ Going concern

We draw attention to the fact that at 30 June 2020, the company had accumulated profits of
R 14 402 741 and that the company’s total assets exceed its liabilities by R 14 402 741.

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 obligations and commitments
will occur in the ordinary course of business.

The directors believe that the company has adequate financial resources to continue in operation
for the foreseeable future and accordingly the financial statements have been prepared on a
going concern basis. The directors have satisfied themselves that the company is in a sound
financial position and that it has access to sufficient borrowing facilities to meet its foreseeable cash
requirements. The directors are not aware of any new material changes that may adversely impact
the company. The directors are also not aware of any material non-compliance with statutory or
regulatory requirements or of any pending changes to legislation which may affect the company.
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Please refer to note 17 below, the financial estimate cannot be determined reliably as the extent of
covid-19 is unknown.

The company is confident that funding from the current munipalities is sufficient for the company to
continue its operations as a going concern. Covid-19 had no impact on the funding we are receiving
from the municipalities and from COGTA. One municipality has withdrawn as per note 4 above.
Further grant funding is expected from COGTA for IUDF and DPW for the EPWP project. There is also
funding expected from GIZ for Urban safety and from AFD for built environment project..

@ Events after the reporting period

The financial statements were authorised for issue on Monday, 08 March 2021 by the board of
directors of the company.

The board of directors is aware of the covid-19 pandemic as well as the country’s downgrade to
sub-investment grade. The pandemic is considered to be a non-adjusting event and there is no
immediate concern around going concern. Management has established high-level task teams that
are continually assessing and monitoring developments with regard to the disease and at the time
of finalising the report, the board of directors is confident that our responses are adequate and the
crisis is being continuously monitored to assess the impact on the company. The financial estimate
cannot be determined reliably as the extent of covid-19 is unknown.

Subsequent to year end, one municipality has withdrawn its funding.

Apart from the above, the directors are not aware of any other material event which occurred after
the reporting date and up to the date of this report.

@ Prior period errors

The entity had paid out bonuses in the current year pertaining to prior period employees’
performances but has not raised a provision for bonuses. The opening balance retained earnings
and the provision for bonuses has been corrected as per the below:

The entity did not reverse 2018 deferred income in the 2019 financial year, this resulted in the decrease
of deferred income in the current year and a decrease in retained earnings as presented below:

Figures in Rand 2020 2019

Statement of Financial Position

Increase in Provision for Bonusses = (773 354)
Decrease in deferred income = 207 591
Profit or Loss

Decrease in Retained Earnings = 565 764
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Detailed Income Statement

Figures in Rand Notes 2020 Rezs(t);tg &
Revenue
Subscriptions received 28 138 626 30739766
Government grants 18 501 664 13196 287
7 46 640 290 43 936 053
Other income
Recoveries 453 130 175164
Other income 419 411 122 704
872 541 297 868
Operating expenses
Auditors remuneration (395 696) (159 123)
Bad debts (16 680 743) -
City development strategies (3 897 029) (2092 783)
Depreciation (310 939) (424 799)
Employee costs (17 520 143) (14 446 613)
Financial and legal fees (307 160) (13 881)
Inclusive cities (6 025 492) (772 288)
Information technology (1 034 620) (489 788)
Insurance (40115) (40 138)
Knowledge management and communications (429 353) (605 716)
Networking and strategic input (1913 349) (143 384)
Office consumables (684 354) (384 268)
Organisational development (3517 528) (1411 476)
Placement fees (332 500) (17 746)
Productive cities (1075 703) (1 655 846)
Profit and loss on exchange differences (15914) -
Staff welfare (24 549 (14811)
Sustainable cities (879 368) (1661 907)
Travel — local (274 930) (20103)
Travel — overseas (14 952) -
Well governed cities = (493 877)
(55 374 437) 24 748 547)
Operating (loss) profit 11 (7 861 606) 19 485 374
Investment income 10 1977 337 1265 847
Total comprehensive (l0ss) income for the year (5 884 269) 20 751 221

* See note 18

The supplementary information presented does not form part of the financial statements and is unaudited
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