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ACCOUNTING POLICIES FOR THE DEPARTMENT OF EDUCATION
FOR THE YEAR-ENDED 31 MARCH 2022

PART A: ACCOUNTING POLICIES

Summary of significant accounting policies

The financial statements have been prepared in accordance with the following policies, which
have been applied consistently in all material aspects, unless otherwise indicated.
Management has concluded that the financial statements present fairly the department’s
primary and secondary information.

The historical cost convention has been used, except where otherwise indicated. Management
has used assessments and estimates in preparing the annual financial statements. These are
based on the best information available at the time of preparation.

Where appropriate and meaningful, additional information has been disclosed to enhance the
usefulness of the financial statements and to comply with the statutory requirements of the

Public Finance Management Act (PFMA), Act 1 of 1999 (as amended by Act 29 of 1999), and
the Treasury Regulations issued in terms of the PFMA and the annual Division of Revenue Act.

1 Basis of preparation
The financial statements have been prepared in accordance with the Modified Cash
Standard.

2 Going concern

The financial statements have been prepared on a going concern basis.

3 Presentation currency

Amounts have been presented in the currency of the South African Rand (R) which is
also the functional currency of the department.

4 Rounding

Unless otherwise stated financial figures have been rounded to the nearest one
thousand Rand (R’000).

5 Foreign currency translation

Cash flows arising from foreign currency transactions are translated into South African
Rands using the spot exchange rates prevailing at the date of payment / receipt.

6 Comparative information

6.1 Prior period comparative information

Prior period comparative information has been presented in the current year’s financial
statements. Where necessary figures included in the prior period financial statements
have been reclassified to ensure that the format in which the information is presented is
consistent with the format of the current year’s financial statements.

6.2 Current year comparison with budget

A comparison between the approved, final budget and actual amounts for each
programme and economic classification is included in the appropriation statement.

7 Revenue

71 Appropriated funds

Appropriated funds comprises of departmental allocations as well as direct charges
against the revenue fund (i.e. statutory appropriation).

Appropriated funds are recognised in the statement of financial performance on the
date the appropriation becomes effective. Adjustments made in terms of the
adjustments budget process are recognised in the statement of financial performance
on the date the adjustments become effective.
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The net amount of any appropriated funds due to / from the relevant revenue fund at
the reporting date is recognised as a payable / receivable in the statement of financial
position.

7.2 Departmental revenue
Departmental revenue is recognised in the statement of financial performance when
received and is subsequently paid into the relevant revenue fund, unless stated
otherwise.
Any amount owing to the relevant revenue fund at the reporting date is recognised as a
payable in the statement of financial position.

7.3 Accrued departmental revenue
Accruals in respect of departmental revenue (excluding tax revenue) are recorded in
the notes to the financial statements when:
e it is probable that the economic benefits or service potential associated with the

transaction will flow to the department; and

e the amount of revenue can be measured reliably.
The accrued revenue is measured at the fair value of the consideration receivable.
Accrued tax revenue (and related interest and / penalties) is measured at amounts
receivable from collecting agents.
Write-offs are made according to the department’s debt write-off policy

8 Expenditure

8.1 Compensation of employees

8.1.1 | Salaries and wages
Salaries and wages are recognised in the statement of financial performance on the
date of payment.

8.1.2 | Social contributions
Social contributions made by the department in respect of current employees are
recognised in the statement of financial performance on the date of payment.
Social contributions made by the department in respect of ex-employees are classified
as transfers to households in the statement of financial performance on the date of
payment.

8.2 Other expenditure
Other expenditure (such as goods and services, transfers and subsidies and payments
for capital assets) is recognised in the statement of financial performance on the date of
payment. The expense is classified as a capital expense if the total consideration paid
is more than the capitalisation threshold.

8.3 Accruals and payables not recognised
Accruals and payables not recognised are recorded in the notes to the financial
statements at cost at the reporting date.

8.4 Leases

8.4.1 | Operating leases
Operating lease payments made during the reporting period are recognised as current
expenditure in the statement of financial performance on the date of payment.
The operating lease commitments are recorded in the notes to the financial statements.

8.4.2 | Finance leases
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Finance lease payments made during the reporting period are recognised as capital
expenditure in the statement of financial performance on the date of payment.

The finance lease commitments are recorded in the notes to the financial statements
and are not apportioned between the capital and interest portions.

Finance lease assets acquired at the end of the lease term are recorded and measured
at the lower of:

* cost, being the fair value of the asset; or

* the sum of the minimum lease payments made, including any payments made to
acquire ownership at the end of the lease term, excluding interest.

Aid Assistance

Aid assistance received

Aid assistance received in cash is recognised in the statement of financial performance
when received. In-kind aid assistance is recorded in the notes to the financial
statements on the date of receipt and is measured at fair value.

Aid assistance not spent for the intended purpose and any unutilised funds from aid
assistance that are required to be refunded to the donor are recognised as a payable
in the statement of financial position.

9.2

Aid assistance paid

Aid assistance paid is recognised in the statement of financial performance on the date
of payment. Aid assistance payments made prior to the receipt of funds are recognised
as a receivable in the statement of financial position.

10

Cash and cash equivalents
Cash and cash equivalents are stated at cost in the statement of financial position.

Bank overdrafts are shown separately on the face of the statement of financial position
as a current liability.

For the purposes of the cash flow statement, cash and cash equivalents comprise cash
on hand, deposits held, other short-term highly liquid investments and bank overdrafts.

11

Prepayments and advances

Prepayments and advances are recognised in the statement of financial position when
the department receives or disburses the cash.

Prepayments and advances are initially and subsequently measured at cost.
<Indicate when prepayments are expensed and under what circumstances.>

12

Loans and receivables

Loans and receivables are recognised in the statement of financial position at cost plus
accrued interest, where interest is charged, less amounts already settled or written-off.
Write-offs are made according to the department’s write-off policy.

13

Investments
Investments are recognised in the statement of financial position at cost.

14

Financial assets

14.1

Financial assets (not covered elsewhere)

A financial asset is recognised initially at its cost plus transaction costs that are directly
attributable to the acquisition or issue of the financial asset.

At the reporting date, a department shall measure its financial assets at cost, less
amounts already settled or written-off, except for recognised loans and receivables,
which are measured at cost plus accrued interest, where interest is charged, less
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amounts already settled or written-off.

14.2

Impairment of financial assets

Where there is an indication of impairment of a financial asset, an estimation of the
reduction in the recorded carrying value, to reflect the best estimate of the amount of
the future economic benefits expected to be received from that asset, is recorded in the
notes to the financial statements.

15 Payables
Payables recognised in the statement of financial position are recognised at cost.

16 Capital Assets

16.1 | Immovable capital assets
Immovable assets reflected in the asset register of the department are recorded in the
notes to the financial statements at cost or fair value where the cost cannot be
determined reliably. Immovable assets acquired in a non-exchange transaction are
recorded at fair value at the date of acquisition. Immovable assets are subsequently
carried in the asset register at cost and are not currently subject to depreciation or
impairment.
Subsequent expenditure of a capital nature forms part of the cost of the existing asset
when ready for use.
Additional information on immovable assets not reflected in the assets register is
provided in the notes to financial statements.

16.2 | Movable capital assets
Movable capital assets are initially recorded in the notes to the financial statements at
cost. Movable capital assets acquired through a non-exchange transaction is
measured at fair value as at the date of acquisition.
Where the cost of movable capital assets cannot be determined reliably, the movable
capital assets are measured at fair value and where fair value cannot be determined;
the movable assets are measured at R1.
All assets acquired prior to 1 April 2002 (or a later date as approved by the OAG) may
be recorded at R1.
Movable capital assets are subsequently carried at cost and are not subject to
depreciation or impairment.
Biological assets are subsequently carried at fair value.
Subsequent expenditure that is of a capital nature forms part of the cost of the existing
asset when ready for use.

16.3 | Intangible assets

Intangible assets are initially recorded in the notes to the financial statements at cost.
Intangible assets acquired through a non-exchange transaction are measured at fair
value as at the date of acquisition.

Internally generated intangible assets are recorded in the notes to the financial
statements when the department commences the development phase of the project.

Where the cost of intangible assets cannot be determined reliably, the intangible capital
assets are measured at fair value and where fair value cannot be determined; the
intangible assets are measured at R1.

All assets acquired prior to 1 April 2002 (or a later date as approved by the OAG) may
be recorded at R1.

Intangible assets are subsequently carried at cost and are not subject to depreciation or
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impairment.

Subsequent expenditure of a capital nature forms part of the cost of the existing asset
when ready for use.

16.4 | Project Costs: Work-in-progress

Expenditure of a capital nature is initially recognised in the statement of financial
performance at cost when paid.

Amounts paid towards capital projects are separated from the amounts recognised and
accumulated in work-in-progress until the underlying asset is ready for use. Once
ready for use, the total accumulated payments are recorded in an asset register.
Subsequent payments to complete the project are added to the capital asset in the
asset register.

Where the department is not the custodian of the completed project asset, the asset is
transferred to the custodian subsequent to completion.

17 Provisions and Contingents

17.1 | Provisions

Provisions are recorded in the notes to the financial statements when there is a present
legal or constructive obligation to forfeit economic benefits as a result of events in the
past and it is probable that an outflow of resources embodying economic benefits or
service potential will be required to settle the obligation and a reliable estimate of the
obligation can be made. The provision is measured as the best estimate of the funds
required to settle the present obligation at the reporting date.

17.2 | Contingent liabilities

Contingent liabilities are recorded in the notes to the financial statements when there is
a possible obligation that arises from past events, and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future
events not within the control of the department or when there is a present obligation
that is not recognised because it is not probable that an outflow of resources will be
required to settle the obligation or the amount of the obligation cannot be measured
reliably.

17.3 | Contingent assets

Contingent assets are recorded in the notes to the financial statements when a possible
asset arises from past events, and whose existence will be confirmed by the
occurrence or non-occurrence of one or more uncertain future events not within the
control of the department.

17.4 | Commitments

Commitments (other than for transfers and subsidies) are recorded at cost in the notes
to the financial statements when there is a contractual arrangement or an approval by
management in a manner that raises a valid expectation that the department will
discharge its responsibilities thereby incurring future expenditure that will result in the
outflow of cash.

18 Unauthorised expenditure

Unauthorised expenditure is recognised in the statement of financial position until such
time as the expenditure is either:

e approved by Parliament or the Provincial Legislature with funding and the related
funds are received; or

e approved by Parliament or the Provincial Legislature without funding and is written
off against the appropriation in the statement of financial performance; or

“Ngwana sejo o a tlhakanelwa” ‘



ANNUAL REPORT 2021/2022 * NORTH WEST DEPARTMENT OF EDUCATION

ACCOUNTING POLICIES FOR THE DEPARTMENT OF EDUCATION

FOR THE YEAR-ENDED 31 MARCH 2022

* transferred to receivables for recovery.

Unauthorised expenditure is measured at the amount of the confirmed unauthorised
expenditure.

19

Fruitless and wasteful expenditure

Fruitless and wasteful expenditure is recorded in the notes to the financial statements
when confirmed. The amount recorded is equal to the total value of the fruitless and or
wasteful expenditure incurred.

Fruitless and wasteful expenditure is removed from the notes to the financial
statements when it is resolved or transferred to receivables for recovery.

Fruitless and wasteful expenditure receivables are measured at the amount that is
expected to be recoverable and are de-recognised when settled or subsequently
written-off as irrecoverable.

20

Irregular expenditure

Irregular expenditure is recorded in the notes to the financial statements when
confirmed. The amount recorded is equal to the value of the irregular expenditure
incurred unless it is impracticable to determine, in which case reasons therefor are
provided in the note.

Irregular expenditure is removed from the note when it is either condoned by the
relevant authority, transferred to receivables for recovery or not condoned and is not
recoverable.

Irregular expenditure receivables are measured at the amount that is expected to be
recoverable and are de-recognised when settled or subsequently written-off as
irrecoverable.

21

Changes in accounting policies, accounting estimates and errors

Changes in accounting policies that are effected by management have been applied
retrospectively in accordance with MCS requirements, except to the extent that it is
impracticable to determine the period-specific effects or the cumulative effect of the
change in policy. In such instances the department shall restate the opening balances
of assets, liabilities and net assets for the earliest period for which retrospective
restatement is practicable.

Changes in accounting estimates are applied prospectively in accordance with MCS
requirements.

Correction of errors is applied retrospectively in the period in which the error has
occurred in accordance with MCS requirements, except to the extent that it is
impracticable to determine the period-specific effects or the cumulative effect of the
error. In such cases the department shall restate the opening balances of assets,
liabilities and net assets for the earliest period for which retrospective restatement is
practicable.

22

Events after the reporting date

Events after the reporting date that are classified as adjusting events have been
accounted for in the financial statements. The events after the reporting date that are
classified as non-adjusting events after the reporting date have been disclosed in the
notes to the financial statements.

23

Principal-Agent arrangements

The department is party to a principal-agent arrangement for [IDT, Public Works and
SITA]. In terms of the arrangement the department is the agent and is responsible for
the construction and maintenance of the schools. All related revenues, expenditures,
assets and liabilities have been recognised or recorded in terms of the relevant policies
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listed herein. Additional disclosures have been provided in the notes to the financial
statements where appropriate.

24

Departures from the MCS requirements

The Department of Education and Sports Development’s management has concluded

that the financial statements present fairly the department’s primary and secondary
information; that the department complied with the Standard except that it has departed
from a particular requirement to achieve fair presentation; and the requirement from
which the department has departed, the nature of the departure and the reason for
departure.

25

Capitalisation reserve

The capitalisation reserve comprises of financial assets and/or liabilities originating in a
prior reporting period but which are recognised in the statement of financial position for
the first time in the current reporting period. Amounts are recognised in the
capitalisation reserves when identified in the current period and are transferred to the
National/Provincial Revenue Fund when the underlying asset is disposed and the
related funds are received.

26

Recoverable revenue

Amounts are recognised as recoverable revenue when a payment made in a previous
financial year becomes recoverable from a debtor in the current financial year.
Amounts are either transferred to the National/Provincial Revenue Fund when
recovered or are transferred to the statement of financial performance when written-off.

27

Related party transactions

A related party transaction is a transfer of resources, services or obligations between
the reporting entity and a related party. Related party transactions within the
Minister/MEC’s portfolio are recorded in the notes to the financial statements when the
transaction is not at arm’s length.

Key management personnel are those persons having the authority and responsibility
for planning, directing and controlling the activities of the department. The number of
individuals and their full compensation is recorded in the notes to the financial
statements.

28

Inventories

At the date of acquisition, inventories are recognised at cost in the statement of
financial performance.

Where inventories are acquired as part of a non-exchange transaction, the inventories
are measured at fair value as at the date of acquisition.

Inventories are subsequently measured at the lower of cost and net realisable value or
where intended for distribution (or consumed in the production of goods for distribution)
at no or a nominal charge, the lower of cost and current replacement value.

The cost of inventories is assigned by using the weighted average cost basis.

29

Public-Private Partnerships

Public Private Partnerships are accounted for based on the nature and or the
substance of the partnership. The transaction is accounted for in accordance with the
relevant accounting policies.

A summary of the significant terms of the PPP agreement, the parties to the agreement,
and the date of commencement thereof together with the description and nature of the
concession fees received, the unitary fees paid, rights and obligations of the
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department are recorded in the notes to the financial statements.

30 Employee benefits

The value of each major class of employee benefit obligation (accruals, payables not
recognised and provisions) is disclosed in the Employee benefits note.
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NORTH WEST: EDUCATION
Notes to the Appropriation Statement

Final Actual Variance asa %
4.1 Per economic classification: Appropriation Expenditure Variance of Final Approp.
R’000 R’000 R’000 %
Current expenditure
Compensation of employees 14533 975 14 487 922 46 053 0,3%
Goods and services 1812215 1777074 35141 1,9%
Interest and rent on land - 140 - 140 #DIV/0!
Transfers and subsidies
Departmental agencies and accounts 18 254 18 254 - 0%
Non-profit institutions 1852776 1794 467 58 309 3,1%
Households 81300 103731 - 22431 -27,6%
Payments for capital assets
Buildings and other fixed structures 915 655 903 035 12 620 1,4%
Machinery and equipment 81205 34394 46 811 57,6%
Final Actual Variance asa %
4.2 Per conditional grant Appropriation Expenditure Variance of Final Approp.
R’000 R’000 R’000 %
Only show the conditional grants applicable to the department
Education Infrastructure Grant 1190 805 1190123 682 100%
HIV and Aids (Life Skills Education) Grant 15909 14782 1127 93%
Learners with Profound Intellectual Disabilities Grant 19527 20976 - 1449 107%
Maths, Science and Technology Grant 41592 38747 2845 93%
National School Nutrition Programme Grant 547 682 506 708 40974 93%
Expanded Public Works Programme Integrated Grant for
Provinces - Education And Sports Development 2002 2065 - 63 103%
Social Sector Expanded Public Works Programme Incentive Grant for Provinces -
Education And Sports Development 4591 4579 12 100%
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NORTH WEST: EDUCATION
Statement of Financial Performance

Note
REVENUE
Annual appropriation 1
Departmental revenue 2
TOTAL REVENUE
EXPENDITURE
Current expenditure
Compensation of employees 3
Goods and services 4
Interest and rent on land 5

Total current expenditure

Transfers and subsidies
Transfers and subsidies 6
Total transfers and subsidies

Expenditure for capital assets
Tangible assets 7
Total expenditure for capital assets

TOTAL EXPENDITURE

SURPLUS/(DEFICIT) FOR THE YEAR

Reconciliation of Net Surplus/(Deficit) for the year
Voted Funds

Annual appropriation

Conditional grants

Departmental revenue and NRF Receipts 13
SURPLUS/(DEFICIT) FOR THE YEAR

@ . “Ngwana sejo o a tlhakanelwa”

2021/22

19295 380
9 660

19 305 040

14 487 925
1777070
140

16 265 135

1916 452

1916 452

937430

937 430

19119 017

186 023

176 363

132 235
44128

9 660

186 023

2020/21

17 688 797

17 688 797

13 606 334
1549 657
244

15156 235

1890679

1890679

434 426

434 426

17 481 340

207 457

207 457

136 622
70 835

207 457
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