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Report of the Independent Auditors

To the trustees of Southern Africa Trust

We have audited the accompanying annual financial statements of Southern Africa Trust, which comprise the balance sheet as at 34
March 2007, the income statement, the statement of changes in equiry and cagh flow statement for the year then ended, 8 summary of
significant accounting policies and other explanatory notes, as set out on pages 5to 11,

Trustees' Responsibility for the Financial Statements

The trust's trustees are responsible for the preparation and fair presentation of these annual finaneial statetnents in agcordanse with the
basis of accounting as set out in Note | to the financial statements. This responsibility includes: designing, implementing and
maintaining intermal control relevant to the preparation and fair presentation of annual financial statements that are free from material
misstatement, whether due to frand or error; selecting and applying appropriate accounting policies; and making accounting sstimates
that are reasonable in the circumstances.

Auditors' Responsibility

Our respondibility i to express an opinion on these annual financisl statements based on our audit. We conducted our audit in
sccordance with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance whether the annual financial statemenis are free from material misstatement.

An audit involves performing procedures to obtuin audit evidenge about the amounts and diselosures in the annual financial statements.
The procedutes selected depend on the auditory’ judgement, including the assessment of the visky of material misstatement of the arnual
finangial statements, whether dug to fraud or error, In msking those risk assessments, the auditor considers intemal control relevant to the
entity's preparation and fair presentation of the annual 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 appropriatensss of aceounting policies used and the reasonableness of aceounting extimates made by the trustc:s.
as well as evaluating the overall presentation of the annusl financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinlon

In our opinion, the accompanying annual financial statements have becn preparcd, in all material respects, in accordance with the bagis
of aceounting described in note 1.

Supplementary Information
We draw vour attention to the fact that with the supplementary information set out on page 12 does not form part of the annual financial

statemnents and 15 presented as additional information, We have not audited this information and accordingly do not express an epinion
thercon.

B Spencer Steward 19 May 2007
Chartered Accountants (South Africa)
Regigtered Auditors Pretoria
Member Firma b South Afvica Partners Consultants
Cape Town Fietermaritzburg ) B ] Bosman P'W Lacxecke A Fahy
Durban Port Ellzabath AREdge (Managing) D € Malan A ] Heynen
Jehannesburg JEAE M I MeGarrigle | MeKay

| € Lemmer | Mare



Southern Africa Trust
{Registration number IT3101/05)
Annual Finangial Statementy for the year ended 31 March 2007

Trustees' Responsibilities and Approval

The trustees are required to maintain adequate accounting records and are responsible for the content and integrity of the annual financial
statements and related financial information included in this report, It is their responsibility to ensure that the annual financial statements
fairly present the state of atfairs of the trust as at the end of the financial year and the results of its operations and cash flows for the
period then ended, in conformity with generallly accepted accounting practice, The external auditors are engaged to express an
independent opinion on the annual financial statements,

The annual financial statements are prepared in accordance with generally accepted accounting practice and are baged upon appropriate
accounting policies consistently applied and supported by reasonable and prudent judgments and estimates.

The trustees acknowledge that they are ultimately respensible for the system of internal financial control established by the trust and
place considerable importance an maintaining a strong control environment. To enable the trustees to meet these responsibilities, the
board sets standards for internal control aimed at reducing the risk of ertor or loss in a cost effective manner. The standards include the
proper delegation of responsibilities within a cleatly defined framework, effective accounting procedures and adequate segregation of
duties to ensure an acceptable level of risk. These controls are monitored throughout the trust and all employees are required to maintain
the highest ethical standards in ensuring the trust’s business is conducted in a manner that in all reasonable circumstances is above
reproach, The focus of risk management in the trust is on identitying, assessing, managing and monitaring ell known forms of nsk across
the trust, While operating risk eannot be fully eliminated, the trust endeavours to minimise it by ensuring that appropriate infrustructure,
controls, systems and cthical behaviour are applied and managed within predetermined procedures and constraints,

The trustees are of the opinion, based on the information and explanations given by management, that the systetn of internal control
provides reasonable assurance that the financiat records may be relied on for the preparation of the annual financial statements. However,
any system of internal financial control can provide only reasonable, and not absolute, assurance against material misstatement or loss,

The trustces have reviewed the trust's cash flow forecast for the year to 31 March 2008 and, in the light of this review and the current
financial position, they sre satisfied that the trust has or has segess to adequate resources to continue in operational existence fot the
foresecable future,

The annual financial statements set out on pages 5 to 12, which have been prepared on the going concern basis, were approved by the
boatd on 19 May 2007 and were sighed on its behalf by:

't

Trustee Truste ..-""f




Southern Africa Trust

(Registration number IT3101/05)

Annual Financial Statcments for the vear ended 31 March 2007

Balance Sheet

Figures in Rand Notes 2007 2006

Assets

Non-Current Agsets

Property, plant and equipment 2 260,691 -

Current Assets

Sundry debtors 412,294 -

Cash and cash equivalents 3 9,633,621 8,140,800
10,045,915 8,140,899

Total Assets 10,306,606 8,140,899

Equity and Liabilities

Equity

Trust capital 100 100

Crants for future digbursement 5,812,165 6,780,644

Accumulated surplus 308,515 654

6,120,780 6,781,398

Liabilities

Current Liabilities

Trade and other payables 4,185,826 1,359,501

Total Equity and Linbilities 10,306,606 8,140,899
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Southern Africa Trust

(Registration humber IT3101/05)

Annual Financial Statements for the year ended 31 March 2007

Income Statement

Figures in Rand Motes 2007 2006
Grant income received 4q 26,824 217 B, 711,920
Grant income disbursed {16,777,311) (535,000)
Revenue 10,046,906 8,176,920
Operating expenses (11,015,385) (1,396,287)
Operating (deficit) surplus (968.479) 6,780,633
Envestment revenue 307,861 665
(Deficit) surplus for the period {660,618) 6,781,298

6



Southern Africa Trust
{Registration number IT3101/035)

Annual Finangial Statements for the year ended 3§ March 2007

Statement of Changes in Equity

Trust capital Grants for future Accumulated Total equity
Figures in Rand disbursement surplus
Balanee at 01 Decernber 2005 - - - -
Changes in equity
Surplus for the year 6,781,298 6,781,298
Increase in trust capital 100 100
Transfer to Gramts for future disbursement 6,780,644 (6,780,644) -
Total changes 100 6,780,644 654 6,781,398
Balance at 01 April 2006 100 6,780,644 654 6,781,398
Changes in equity
Deficit for the year (660,618) (660,618)
Transfer from Grants for future disbursement (968,479) 968,479
Total changes - (968,479) 307,861 (660,618)
Balance at 31 Marech 2007 100 5,812,165 308,515 6,120,780

MNote(s)

D




Southern Africa Trust
(Registration number IT3101/05)

Annual Finuncial Stutementy for the year ended 31 March 2007

Cash Flow Statement

Figures in Rand Motes 2007 2006
Cash flows from operating activities

Cash generated from operations 5 1,474,185 8,140,134
Interest income 307,861 6635
Net cash from operating activities 1,782,046 8,140,799
Cash flows from investing activities

Purchasc of property, plant and equipment 2 {289,324) -
Cash flows from financing activities

Total cash movement for the period 1,492,721 8,140,399
Cash at the beginning of the periad 5,140,859 -
Total cash at end of the period 3 9,633,621 8,140,899
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Southern Africa Trust

(Registration number 1T3101/03)
Annual Finangial Staterents for the year ended 31 March 2007

Accounting Policies

1, Presentation of Annual Financial Statements

The annual financial statements have been prepared on the historical cost basis, and incorporate the principal accounting policics set out
below.

These accounting policies are consistent with the previous period.
1.1 Property, plant and equipment
The eost of an item of property, plant and equipment is recognised as an assct when:
. it is probable that future econpmic benefits associated with the item will flow to the trust; and
*  the cost of the item can be measured reliably.
Costs include costs incurred initially to acquire or construet an item of property, plant and equipment and costs incurred subsequently to
add to, replace part of, or service it. [f 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.

The initial estimate of the costs of digmantling and removing the item and restoring the site on which it is located is also included in the
cost of property, plant and equipment.

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.

Item Average useful life
Fumiture and fittings 10 years
Muotor vehicles 5 years

The residuul value and the uscful life of cach asset are reviewed at sach financiat period-end.

The deprcciation charge for sach period is recognised in protit or loss unless it is included in the carrying amount of another asset.

The gain or logs arising from the derecognition of an item of property, plant and equipment is included in profit or loss when the item is
derccognised, The guin or loss arising from the derecognition of an item of property, plant und squipment is determined as the difference
between the net disposal proceeds, it any, and the carrying amount of the item.

1.2 Financial instruments

Initinl recognition

"The trust classifies Minaneial instruments, or their componcnt parts, on initial recognition as a financial asset, a financial liability or an
equity instrument in accordance with the substance of the contractual arrangement,

Financial assets and financial lighilities are recopnised on the trust's balance sheet when the trust becomes party to the contractual
provisions of the instrument,

Cash and cash cqulvalents

Cash and cush equivalents comprise cash on hand and demand deposits, and other short-lerm highly liquid inveatments that are readily
gonvertible (o a known amount of ¢ash and are subject to an insignilicant risk of changes in value, These are initially and subsequently
recordad at fair valug,

1.3 Impairment of assets

‘The trust assesses st each balance sheet date whether there is any indication that an asset may be impaired. 1f any such indication exists,
the trust cstimates the recoverable amount of the asset.

If there 1% any indication that an assct may be impaired, (he recoverable amount is cstimated for the indivigual asset. If it is not possible
to estimule the recoverable amount of the individual asset, the recoverable amount of the cash-genervating unit to which the asset belongs
is determincd.

The recoverable mmount of an asset or a cash-generating unit is the higher of its fair value less costs 1o sell and its value in usc.

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to its recoverable

"’ DL@



Southern Africa Trust
(Registration number [T3101/05)
Annual Financial Statements for the year ended 31 March 2007

Accounting Policies

1. Presentation of Annual Financial Statements

The annual financial statements have been prepared on the hiztorical cost basis, and incorporate the principal accounting policics sct out
below,

These accounting policies are consistent with the previous period.
1.1 Property, plant and equipment
The cost of an item of property, plant and equipment is recognised as an asset when;
* it is probable that future economic benefits associated with the item will flow to the trust; and
*  the cost of the item can be measured reliably.
Costs include 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 recopnised in the carrying amount of an item of property, plant and

cquipment, the carrying amount of the replaced part is derecogniscd.

The initial estimate of the costs of dismantling and removing the item and restoring the sitc on which it is located is also included in the
cost of property, plant and equipment.

PFroperty, plant and equipment 15 carmed at cost less aceumulated depreciation and any impairment losses,

Item Average useful life
Fumniture and fittings 10 years
Motor vehicles § years

The tesidual value and the useful life of each asset are reviewed at each financial period-end.

The depreciation charge for cach peried is recognised in profit or loss unless it is included in the carrying amount of another asset.

The gain or loss ansing from the derecognition of an item of property, plant and equipment iz included in profit or loss when the item is
derccognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is determined as the difference
between the net disposal proceeds, if any, and the cammying amount of the item.

1.2 Financial instrumenis

Initfal recognition

The trust ¢lassifics finuneial instruments, or their component parts, on initial recognition as a financial asset, a financial Hability or an
cquity instrument in accordance with the substance of the contractual arrangement.

Financial assets and financial ligbilities are recognised on the trust's balance sheet when the trugt becomes party to the contractual
provisions of the instrument,

Casgh 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 arc initially and subsequently
recorded at fair value,

1.3 Impairment of assets

The trust assesses at each balance sheet date whether there is any indication that an asset may be impaired. If any such indication exists,
the trust estimates the recoverable amount of the asset.

If there is any indication that an assct may be impaired, the recoverable amount 15 estimated for the individual agset. If it is not possible
to estimate the recoverable amount of the individual agset, the recoverable amount of the cash-generating unit to which the asset belongs
15 determined,

The recoverable amount of an asset or a cash-gencrating unit is the higher of its fair value less costs to sell and its value in use,

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset s reduced to its recoverable

9
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Southern Africa Trust
(Registration number [T3101/05)
Annual Financial Statements for the year ended 31 March 2007

Accounting Policies

1,3 Impairment of assets (continued)
amount. That reduction is an impairment loss,

An impairment loss of assets carricd at cost less any accumulated depreciation or amortisation is recognised immediately in profit or loss.
Any impairment loss of a revalucd assct is treated as a revaluation decrease.

An entity asscsscs at cach reporting date whether there is any indication that an impairment loss recognised in priot periods for asscts
other than goodwill may no longer exist or may have decreased, If any such indication exists, the recoverable amounts of those assets ure
estimated,

The inercased carrying nmount of an assct other than goodwill attributable to a reverdal of an impairment loss docs not exceed the
carmying amount that would have been determined had no impairment loss been re¢ognised for the asset in prior periods.

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation other than goodwill is recognised
immediately in profit or loss. Any reversal of an impairment loss of a revalued asset is treated as a revaluation inersase.

1.4 Grants

Girants are recognised when there is reasonable aggyurance that:
s the trust will comply with the conditions attaching to them,; and
*  the grants will be received,

Grants sre recognised as income over the periods necessary to match them with the related costs that they are intended to compensate.
Unutilized grunts are transferred to a separate reserve.

A grant that becomes reccivable as compensation for cxpenses or osses already incurred or for the purpose of giving immediate
financial support to the cntity with ne future related costs is recognised a8 income of the period in which it becomes receivable,

Cirants related to income are prescnted as a eredit in the income statement (separately).

Repayment of a grant related (o income is applied first against any un-amortised deferred credit set up in respect of the prant. To the
extent that the repayment exceeds any such deferred redit, or where no deferred eredit exists, the repayment is recognised immediately
ug an eXpense.

1.5 Revenue

Donor grants are recoghised as income over the periods necessary to mateh them to the related coston a systematic basis. Grants

received as compensation for expenses or losses already incurred or for the purpose of immediate financial support with no future related
costs are recognised as incoms in the period which they beeome receivable.

D
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Southern Africa Trust
(Registration number [T3101/05)
Annual Financial Statements for the year ended 31 March 2007

Notes to the Annual Financial Statements

Figures in Rand 2007 2006
2.  Property, plant and equipment
2007 2006
Cost/ Valuation Accumulated  Carrying value Cost/ Valuation  Accumulated  Carrying value
depreciation depreciation
Furniture and fittings 17,968 (1.497) 16,471 - -
Motor vehigles 271,356 (27.136) 244,220 - -
Total 289,324 (28,633) 260,691 - -
Reconcillation of property, plant and equipment - 2007
Opening Balance  Additions Depreciation Total
Furniture and fittings - 17,968 {1,497} 16,471
Motor vehicles - 271,356 (27,136) 244,220
- 289,324 (28,633 260,691

A register containing the information required by paragraph 22(3) of Schedule 4 of the Companies Act is available for inspection at the

registercd office of the trust.
A.  Cash and cash equivalents

Cash and cash equivalents consist of:

Cash on hand 4,942 1,794

Bank balances 9,628,679 £,139,105
9,633,621 8,140,899

4,  Grant Income received

Department for International Development (DFID) 26,624,217 8,711,920

Swiss Agency for Development and Cooperation (SDC) 200,000 -

26,824,217 8,711,920

5 Cash generated from operations

(Deficit) surplus before taxation (660,618) 6,781,298

Adjustments for: ‘

Depreciation and amortisation 28,633 -

Interest received (307,861) (665)

Changes in working capltal:

Sundry debtors {412,294) -

Trade and other payables 2,826,325 1,359,501
1,474,185 8,140,134

D
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Southern Africa Trust

(Repistration number [T3101/05)
Annual Financial Statements for the year ended 31 March 2007

Detailed Income statement

Figures in Rand 2007 2006
(Grant income reegived 26,824,217 8,711,920
Grant income disbutsed (18,777,311} (535,000)
Revenue 10,046,906 8,176,920
Other income
Interest received 307,861 (1%
Operating expenses
Bank charges (26,446) (2,212)
Communications and marketing (437,373) (167,205)
DBSA service fees (1.454,688) (104,124)
Depreciation, amortisztion and impairmetts (28,631 -
Employee costs (3.892,660) (329,053)
Governance (368,343) (94,244)
Meetings, workshops and conferences (957,14%) (6,874)
Office running costs (1,203,213 (78,534
Publications {250,000) -
Research and development costs (335,106} -
Special cvents (208,653) -
‘Technical support (1.264,324) (599,796)
Travel (588,797) (13,545)
(11,015,38%) (1,396,287)
(Deficit) surplus for the period (660,618) 6,781,298
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