1.4 Intangible Assets (continued)
The entity discloses relevant information relating to assets under construction or development, in the notes to
the financial statements (see note ).
Intangible assets are derecognised:
•
•

on disposal; or
when no future economic benefits or service potential are expected from its use or disposal.

The gain or loss arising from the derecognition of an intangible assets is included in surplus or deficit when the
asset is derecognised.
The amortisation charge for each period shall be recognised in surplus or deficit unless this or another
Standard permits or requires it to be included in the carrying amount of another asset.
The amortisation period and the amortisation method for an intangible asset with a finite useful life shall
be reviewed at least at each reporting date. If the expected useful life of the asset is different from previous
estimates, the amortisation period shall be changed accordingly. If there has been a change in the expected
pattern of consumption of the future economic benefits or service potential embodied in the asset, the
amortisation method shall be changed to reflect the changed pattern. Such changes shall be accounted for as
changes in accounting estimates in accordance with the Standard of GRAP on Accounting Policies, Changes in
Accounting Estimates and Errors.
1.5 Financial instruments
Initial Recognition and Measurement
Financial instruments are recognised initially when the company becomes a party to the contractual provisions
of the instruments.
The company classifies financial instruments, or their component parts, on initial recognition as a financial
asset, a financial liability or an equity instrument in accordance with the substance of the contractual
arrangement.
Loans to (from) Group Companies
These include loans to and from controlling entities, fellow controlled entities, controlled entities, joint ventures
and associates and are recognised initially at fair value plus direct transaction costs.
On loans receivable an impairment loss is recognised in profit or loss when there is objective evidence that
it is impaired. The impairment is measured as the difference between the investment’s carrying amount and
the present value of estimated future cash flows discounted at the effective interest rate computed at initial
recognition.
Impairment losses are reversed in subsequent periods when an increase in the investment’s recoverable amount
can be related objectively to an event occurring after the impairment was recognised, subject to the restriction
that the carrying amount of the investment at the date the impairment is reversed shall not exceed what the
amortised cost would have been had the impairment not been recognised. Loans to group companies are
classified as loans and receivables.
Loans to Shareholders

Impairment losses are reversed in subsequent periods when an increase in the investment’s recoverable amount
can be related objectively to an event occurring after the impairment was recognised, subject to the restriction
that the carrying amount of the investment at the date the impairment is reversed shall not exceed what the
amortised cost would have been had the impairment not been recognised.
Loans to group company (City of Johannesburg Metropolitan Municipality) are classified as loans and
receivables.
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 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.
Trade and other receivables are classified as loans and receivables.
Amounts that are receivable within 12 months from the reporting date are classified as current.
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 demand deposits, and other short-term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of
changes in value. These are initially and subsequently recorded at fair value.
Bank Overdraft and Borrowings
Bank overdrafts and borrowings are initially measured at fair value, and are subsequently measured at
amortised cost, using the effective interest rate method. Any difference between the proceeds (net of
transaction costs) and the settlement or redemption of borrowings is recognised over the term of the
borrowings in accordance with the company’s accounting policy for borrowing costs.
Other financial liabilities are measured initially at fair value and subsequently at amortised cost, using the
effective interest rate method.
Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdrafts are expensed as
incurred

These financial assets are initially measured at fair value plus direct transaction costs.
Subsequently these loans are measured at amortised cost using the effective interest rate method, less any
impairment loss recognised to reflect irrecoverable amounts.
On loans receivable an impairment loss is recognised in profit or loss when there is objective evidence that
it is impaired. The impairment is measured as the difference between the investment’s 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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