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Commissioner Street No. 4 (RF) Limited
Corporate Governance Statement
For the year ended 31 December 2018
The Company is fully committed to the governance outcomes, principles and practices as set out in the King IV Report on Corporate
Governance™ in South Africa 2016 (“King IV Report”).
King IV was implemented on a proportional basis and practices were scaled considering the extent and complexity of the Company’s
activities.
For the year under review the Board has satisfied itself that the Company has applied the principles of King IV to the extent deemed
necessary, or has put alternative measures in place.
Below is an explanation of the Company’s application of paragraph 5.7(b) of the JSE Debt Listing Requirements as at 31 December
2018:
Board of directors
The board consists of:
- Independent non-executive directors (three)
- Executive director (one)
Principle 1: The governing body should lead ethically and effectively.
The Board is committed to the highest standards of corporate governance and in this regard the directors collectively and individually
execute their duties and responsibilities in accordance with standards of behaviour required by relevant regulation and legislation, the
Company’s Memorandum of Incorporation (MoI).
Principle 6: The governing body should serve as the focal point and custodian of corporate governance in the organisation.
The Company’s Board of Directors (the “Board”) is the focal point of the Company’s corporate governance. The MoI sets out the
practices for implementing the corporate governance provisions set out in King IV, the Companies Act No. 71 of 2008 (as amended)
(“the Companies Act”), other good governance practices and the governance principles determined by the Board from time to time.
Principle 7: The governing body should comprise the appropriate balance of knowledge, skills, experience, diversity and
independence for it to discharge its governance role and responsibilities objectively and effectively.
Directors are appointed with due regard to relevant legislation, the constitution of the Company and the skills and expertise and
industry knowledge required to enable the board to function effectively.
Principle 4: The governing body should appreciate that the organisation's core purpose, its risks and opportunities, strategy, business
model, performance and sustainable development are all inseparable elements of the value creation process.
The Board (i) approves the Company’s strategic objectives and business plans, (ii) and monitors management’s implementation of
the strategy and plans according to the approved risk appetite, the available opportunities, and the macro and regulatory
environment.
Principle 9: The governing body should ensure that the evaluation of its own performance and that of its committees, its chair and its
individual members, support continued improvement in its performance and effectiveness.
The effectiveness of the Board and performance of individual directors and the Chairman will be assessed during the 2019 financial
year, against set criteria.
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Commissioner Street No. 4 (RF) Limited
Corporate Governance Statement
For the year ended 31 December 2018
Independent advice
A director or any member of a board committee may, if necessary, take independent professional advice at the expense of the
Company.
Company secretary
All directors have access to the advice and services of the company secretary, who provides guidance to the board as a whole and to
individual directors with regard to how their responsibilities should be discharged in the best interest of the Company.
Audit committee
The board has concluded that the audit and risk committee has satisfied its responsibilities.
Remuneration policy
The Company is a ring-fenced special purpose vehicle. All its services are outsourced to external service providers and the Company
has no employees. Therefore it is not necessary for the Board to appoint a CEO and it is not necessary for the Company to have a
remuneration committee.
The executive director of the Company is a full time employee of Absa Bank Limited and therefore earns no directors' fees for her
services as director.
The Company's directors' fees were paid to TMF Corporate Services (South Africa) Proprietary Limited for director services provided
to the company. The company had three directors who are employees of, and remunerated by, TMF Corporate Services (South
Africa) Proprietary Limited on a separate basis. Absa Group Limited representative directors are not remunerated for their services by
the Company, or any other company in the group.
Risk management
Principle 11: The governing body should govern risk in a way that supports the organisation in setting and achieving its strategic
objectives.
The Company aligns with the Absa Group Limited Risk Policy. Absa Corporate Investment Banking ("CIB"), a division of Absa Bank
Limited, administers the company and develops appropriate risk processes. CIB assists in assessing and reporting risk matters to the
board.
Fundamental and affected transactions
The Company does not conduct business with entities in which its directors have an interest. Directors are requested to declare their
directorships in other companies on a quarterly basis.
IT governance
Principle 12: The governing body should govern technology and information in a way that supports the organisation setting and
achieving its strategic objectives.
Information Technology governance is performed in alignment with the Absa Group Limited IT Policy.
Compliance
Principle 13: The governing body should govern compliance with laws and adopted non-binding rules, codes and standards in a way
that supports the organisation being ethical and a good corporate citizen.
The company relies upon Absa Group Compliance to provide the function of a Compliance officer where required. The administrator
provides the function of a compliance officer. The administrator ensures that the entity complies with rules and regulations.
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Commissioner Street No. 4 (RF) Limited
Corporate Governance Statement
For the year ended 31 December 2018
Reporting and assurance:
Principle 5: The governing body should ensure that reports issued by the organisation enable stakeholders to make informed
assessments of the organisation's performance and its short, medium and long-term prospects.
Principle 15: The governing body should ensure that assurance services and functions enable an effective control environment, and
that these support the integrity of information for internal decision-making and of the organisation's external reports.
The Company’s primary report is the annual financial statements in which the Company’s business activities and financial position is
recorded.
The Board oversees the preparation of the annual financial statements and ensures that the state of affairs of the Company and its
financial wellbeing are fairly presented through application of appropriate assurance processes supported by an effective control
environment. The Audit Committee assists the board in overseeing assurance services and the effectiveness of the control
environment in order to ensure the objectivity and integrity of the financial statements. The Board is ultimately responsible for the
integrity of the report and approves the financial statements.
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Commissioner Street No. 4 (RF) Limited
Directors' Report
For the year ended 31 December 2018
The directors have pleasure in presenting their report for the year ended 31 December 2018.
1. Nature of business
The activities of Commissioner Street No. 4 (RF) Limited ("the Company") are restricted by the Issuer Transaction Documents
and will be limited to the issue of Notes, the purchase of the Loan Agreements, the exercise of related rights and powers and
other activities referred to in the Issuer Transaction Documents or reasonably incidental to such activities.
2. Financial results and dividends
The results for the year are set-out in the attached financial statements. The Company made a loss of R 650,627 (2017: R
1,012,946). No dividends were declared during the year and none are recommended (2017 Rnil).
3. Authorised and issued share capital
The authorised share capital consists of 1000 ordinary par value shares of R1 each.
The issued share capital consists of 100 ordinary par value shares issued to Commissioner Street Owner Trust at par.
4. Holding entity
The Company's parent entity is, in accordance with the Companies Act, the Commissioner Street Owner Trust, which is
incorporated and domiciled in South Africa and holds 100% of the ordinary shares issued.
5. Directors and secretary
The directors of the company during the period under review until the signing of these financials were:
Independent non-executive directors
R Thanthony
Appointed:
B Korb
Appointed:
O Shabangu
Appointed:
O Ferreira (Alternate)
Appointed:
JN Wheeler
Appointed:
ML De Nysschen
Appointed:

15/02/2013
31/01/2017
31/01/2017
31/01/2017
01/12/2018
01/08/2018

Executive director
ME Du Plooy

01/01/2017

Appointed:

Resigned:
Resigned:
Resigned:

Company Secretary
TMF Corporate Services (South Africa) Proprietary Limited
Absa Secretarial Services Proprietary Limited

Resigned:
Appointed:

Business
7th Floor Absa Towers West
15 Troye Street
Johannesburg
Gauteng
2000
Public Officer:
Rishendrie Thanthony
Bongeka Ndamase

30/09/2014
10/10/2018
10/10/2018

17/09/2018
17/09/2018

Postal
PO Box 7735
Johannesburg
Gauteng
2000

Appointed: 15/02/2013
Appointed: 01/11/2018

Resigned:
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01/11/2018

Re-appointed: 27/02/2015

Commissioner Street No. 4 (RF) Limited
Directors' Report
For the year ended 31 December 2018
6. Directors' interest in contracts
No contracts were entered into in which directors of the Company had an interest and which significantly affected the business of
the Company.
7. Directors' emoluments
The Company's directors' fees of R161 573 (2017: R197 012) are paid to TMF Corporate Services (South Africa) Proprietary
Limited for director services provided to the company. Non-executive directors are employees of, and remunerated by, TMF
Corporate Services (South Africa) Proprietary Limited on a separate basis. The Absa Group Limited representative director is not
remunerated for her services by the Company or any Company in the group as defined by the Companies Act.
8. Events subsequent to statement of financial position date
No events, which are likely to have a material effect on the Company’s results in the current year, have occurred between the
year-end date and the date of this report.
9. Going concern
The Company is an insolvency remote special purpose vehicle which was incorporated for the purpose of acquiring loan
agreements to be funded by the issuance of notes in the Capital Markets. It is anticipated that the the Company will have a
negative Net Asset Value (NAV) position in the next year. However, the cash reserves in the Company are sufficient to cover the
current liabilities in the next financial year. The cash obligations of the Company are discharged in terms of a waterfall of
payments which form part of the transaction documents. The transaction documents provide that all payments to be made to
secured creditors (including the noteholders - refer to notes 9 and 18.3) will be made to the extent permitted by and subject to the
priority of payments. Therefore subordination is inherent in the structure. Based on these factors the directors are of the opinion
that funds will be available to finance future operations and that the realisation of assets and settlement of liabilities will occur in
the ordinary course of business. Therefore, the financial statements have been prepared on a going concern basis.
10. Special Resolutions
No special resolutions were passed during the year.
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Commissioner Street No. 4 (RF) Limited
Statement of Financial Position
As at 31 December 2018
Note
Assets
Non-current assets

2018
R

2017
R

Loans and advances

3

620,288,031
620,288,031

Deferred tax assets

4

-

-

Cash and cash equivalents

5

429,270,145
356,001,404

374,142,608
305,597,505

Trade and other receivables

6

5,655,965

4,559,934

Loans and advances

3

64,264,397

58,023,677

Derivative financial assets

7

3,348,379

5,961,492

1,049,558,176

1,063,310,733

Current assets

Total assets
Equity and liabilities
Equity attributable to owners of the parent
8

Share capital and reserves
(Accumulated loss) / Retained earnings
Liabilities
Non-current liabilities

689,168,125
689,168,125

(191,761)
100

458,866
100

(191,861)

458,766

9

680,716,739
680,716,739

995,716,739
995,716,739

Trade and other payables

10

369,033,198
301,887

67,135,128
153,068

Debt securities in issue

9

360,417,668

46,081,195

Derivative financial liabilities

7

8,313,643

20,900,865

Total liabilities

1,049,749,937

1,062,851,867

Total equity and liabilities

1,049,558,176

1,063,310,733

Debt securities in issue
Current liabilities
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Commissioner Street No. 4 (RF) Limited
Statement of Comprehensive Income
For the year ended 31 December 2018
Note

Net interest expense

2018
R

2017
R

(1,678,681)
73,554,690

(693,804)
98,155,117

Interest income

11

Interest income on EIR basis

11

22,607,527

Interest expense

12

(97,840,898)

(98,848,921)

(1,678,681)

(693,804)

Operating loss

-

Operating expenses
Other income

13

(708,014)
1,736,068

(319,142)
-

Operating loss before tax

13

(650,627)

(1,012,946)

Taxation
Loss for the year

14

(650,627)

(1,012,946)

-

Other comprehensive income

-

Total comprehensive income for the year

(650,627)

(1,012,946)

Loss attributable to:
Owners of the Company

(650,627)

(1,012,946)

Total comprehensive income attributable to:
Owners of the Company

(650,627)

(1,012,946)
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Commissioner Street No. 4 (RF) Limited
Statement of Changes in Equity
For the year ended 31 December 2018

Note

Balance at 1 January 2017

Ordinary
share capital
R
100

Comprehensive loss
Loss for the year

-

Balance at 31 December 2017
Balance at 1 January 2018 as previously reported
Adoption of IFRS 9
Adjusted balance as at 1 January 2018

2.5

Comprehensive loss
Loss for the year
Balance as at 31 December 2018

7

15

(Accumulated
loss) /
Retained
earnings

Total

1,471,712

1,471,812

(1,012,946)
(1,012,946)

(1,012,946)
(1,012,946)

100

458,766

458,866

100
100

458,766
458,766

458,866
458,866

-

(650,627)
(650,627)

(650,627)
(650,627)

100

(191,861)

(191,761)

Commissioner Street No. 4 (RF) Limited
Statement of Cash Flows
For the year ended 31 December 2018
Notes

Cash (utilised in) / generated from operations

15.1

Interest received
Interest paid
Net cash flows (used in) / from operating activities

0
0

Cash flows from investing activities
Loans and advances repaid
Cash flows from investing activities

3

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

5

16

2018
R

2017

(5,277,571)
96,573,289
(98,504,425)
(7,208,707)

9,190,280
98,155,117
(98,848,921)
8,496,476

57,612,606
57,612,606

226,918,765
226,918,765

50,403,899

235,415,241

305,597,505
356,001,404

70,182,264
305,597,505

Commissioner Street No. 4 (RF) Limited
Notes to the Financial Statements
For the year ended 31 December 2018

1. General information
Commissioner Street No. 4 (RF) Limited (Registration Number 2008/006435/06) (“the Company") is a public company
incorporated in the Republic of South Africa, the entire issued share capital of which is held by the Commissioner Street Owner
Trust, a registered, discretionary trust. The Company is an entity incorporated for the sole purpose of issuing notes, the
purchase of loan agreements and the exercise of related rights and powers and other activities reasonably incidental to such
activities. This enables investors to invest in various instruments.
2. Accounting policies
The significant accounting policies applied in the preparation of these annual financial statements are set out below. These
policies have been consistently applied to all the years presented, unless otherwise stated.
2.1 Statement of compliance
The audited annual financial statements have been prepared in accordance with International Financial Reporting Standards
(IFRS), Interpretations issued by the International Financial Reporting Interpretation Committee (IFRIC), SAICA Financial
Reporting Guide as issued by the Accounting Practices Committee, and in the manner required by the Companies Act No 71 of
2008 (as amended).
2.2 Basis of accounting and measurement
The annual financial statements have been prepared on an accrual basis of accounting, except for information contained in the
cash flow statement. The measurement basis used is the historical cost basis, except for financial assets and liabilities held at
fair value through profit or loss and all derivative contracts, which have been measured at fair value.
2.3 Functional and presentation currency
The annual financial statements are presented in South African Rand, which is the Company's functional and presentation
currency. All financial information is presented to the nearest Rand.
2.4 Use of estimates and judgements
The preparation of annual financial statements in conformity with IFRS requires management to make judgements, estimates
and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income and
expenses. Actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in
the period in which the estimates are revised and in any future periods affected. Management has determined that the
underlying assumptions are appropriate and the Company's annual financial statements therefore present the financial position
fairly.
Information about significant areas of estimation uncertainty and critical judgements in applying the accounting policies that have
the most significant effect on the amounts recognised in the annual financial statements are included in the individual notes to
the annual financial statements.
Refer to Note 17 which discloses the assumptions made regarding estimation of uncertainty surrounding fair value disclosures.
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Commissioner Street No. 4 (RF) Limited
Notes to the Financial Statements
For the year ended 31 December 2018

2. Accounting policies (continued)
2.5 New standards and interpretations
(a) Standards and interpretations effective and adopted in the current year
During the current year, the company has adopted all of the new and revised standards and interpretations issued by the IASB
and the IFRIC that are relevant to its operations and effective for annual reporting periods beginning on 1 January 2017. The
adoption of these new and revised standards and interpretations has not resulted in material changes to the company's
accounting policies. The company adopted the following standards, interpretations and amended standards during the year:
IFRS 15
Revenue from Contracts with Customers replaces the previous revenue recognition standards and interpretations, including IAS
18 Revenue and IFRIC 13 Customer Loyalty Programmes. IFRS 15 establishes a single approach for the recognition and
measurement of revenue, and requires an entity to recognise revenue as performance obligations are satisfied. It applies to all
contracts with customers except for transactions specifically scoped out, which includes interest, dividends, leases, and
insurance contracts.
The entity's main source of revenue generated is interest income, which falls outside the scope of IFRS 15. Therefore, the
adoption of IFRS 15 has not had a significant impact on the entity.
IFRS 9
The new requirements contained in IFRS 9 (Financial Instruments) relating to the classification and measurement of financial
instruments were applied retrospectively by the company in the financial year 2018. The available exemption not to adjust
comparative information for previous periods was applied. Accordingly, only the opening balance sheet at 1 January 2018 was
adjusted. Information on accounting in accordance with IFRS 9 is provided in the Accounting Policies.
Prior to the adoption of IFRS 9, financial instruments were accounted for in accordance with IAS 39. In accordance with those
requirements, the company’s financial assets were allocated to either cash or to the categories “loans and receivables "or “held
for trading”. Financial liabilities were allocated to the categories “loans and borrowings". On initial recognition, financial
instruments accounted for in accordance with IAS 39 were measured at fair value, whereby transaction costs were taken into
account except in the case of financial instruments allocated to the category “at fair value through profit or loss”. Subsequent to
initial recognition, held-for-trading financial instruments and financial assets for which the fair value option was applied were
measured at their fair value. Financial assets that were classified as loans and receivables and financial liabilities (with the
exception of derivative financial instruments) were subsequently measured at amortised cost using the effective interest method.
The IAS 39 impairment model was based on a regular determination of whether objective evidence indicated that impairment
had already occurred. For the purposes of assessing possible impairment, all available information, such as market conditions
and prices as well as the length of time and the scale of the decline in value were taken into account. Under IFRS 9, impairment
is recognised based on expected credit losses.
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Commissioner Street No. 4 (RF) Limited
Notes to the Financial Statements
For the year ended 31 December 2018

2. Accounting policies (continued)
2.5 New standards and interpretations (continued)
(a) Standards and interpretations effective and adopted in the current year (continued)
The following table shows the reconciliation of the categories and carrying amounts of financial instruments as well as the impact
on company 's equity of the first-time application of IFRS 9.

Classification
IAS 39

IFRS 9

Financial Assets
Fair value through profit and Fair value through profit
loss
and loss
Fair value through profit and Fair value through profit
loss
and loss

Loans and advances
Derivative financial assets
Trade and other receivable

Loans and receivables

Amortised cost

Cash and Cash Equivalents

Loans and receivables

Amortised cost

Amortised cost

Amortised cost

Financial Liabilities
Debt securities

Fair value through profit and Fair value through profit
loss
and loss

Derivative financial liabilities
Trade and other payables

Amortised cost

IAS 39
R

Measurement
IFRS 9 Remeasure
restated
ment
balance
R

R

Amortised cost

Deferred
taxation

Retained
income

R

R

Financial Assets
Loans and advances

747,191,800

-

747,191,800

-

-

3,348,379

-

3,348,379

-

-

305,597,505

-

305,597,505

-

-

1,056,137,683

- 1,056,137,683

-

-

1,041,797,934

- 1,041,797,934

-

-

8,313,643

-

8,313,643

-

-

Trade and other payables

153,068

-

153,068

-

-

Total financial Liabilities

1,050,264,645

- 1,050,264,645

-

-

Derivative financial assets
Cash and Cash Equivalents
Total financial Assets

Financial Liabilities
Debt securities
Derivative financial liabilities

Total impact to equity

-
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Commissioner Street No. 4 (RF) Limited
Notes to the Financial Statements
For the year ended 31 December 2018

2. Accounting policies (continued)
2.5 New standards and interpretations (continued)
(a) Standards and interpretations effective and adopted in the current year (continued)
The impact of the various changes arising in conjunction with the first-time application of IFRS 9 is explained below:
a) Derivative financial asset were reclassified from held for trading to category “at fair value through profit or loss”. There was
no difference between carrying amounts pursuant to IAS 39 and fair values at 1 January 2018.
b) Loans and advances were classified as "at fair value through profit and loss" under IAS 39 in order to avoid an accounting
mismatch due to the economically hedged relationship with the derivative financial instruments which are economically hedging
the interest rate risk of the loans and advances and are measured at FVTPL. In terms of IFRS 9, loans and advances are at fair
value through profit and loss due to the same reason (avoiding an accounting mismatch). Therefore, there was no difference
between carrying amounts pursuant to IAS 39 and carrying amounts pursuant to IFRS 9 at 1 January 2018 and thus no
expected credit loss provision as the loans continue to be measured at FVTPL.
c) Cash and cash equivalents and trade and other receivables - these continue to be classified and measured at amortised cost.
The value expected credit losses on these items has been assessed as negligible.
(b) Standards and interpretations not yet effective and not adopted
At the date of authorisation of these financial statements, the following standards and interpretations that are not expected to
have a material impact on the company were in issue but not yet effective:
Annual periods
beginning on or after:

Standard
• IFRIC 23 Uncertainty Over Income Tax Treatments
Interpretation clarifying the accounting for uncertainties in income taxes.

1 January 2019

Other pronouncements are not expected to have a material impact on the entity.
2.6 Financial instruments
Financial instruments are initially measured at fair value and are subsequently measured on the basis as set out below.
Transaction costs of instruments carried at fair value through profit and loss are recognised immediately through the profit and
loss component of the statement of comprehensive income. For other categories of financial instruments, transaction costs
(which includes incremental costs) and transaction income (i.e. initiation fees) are capitalised to the initial carrying amount.
Financial instruments are recognised on the date when the Company enters into contractual arrangements with counterparties to
purchase or sell the financial instruments.
The Company is required to group instruments into classes that are appropriate to the nature of the information disclosed and
take into account the characteristics of those financial instruments. Classes of financial instruments have been determined by
referring to the nature and extent of risks arising from the financial instruments and how these are managed.
2.6.1 Derivative financial instruments
Subsequent to initial recognition, derivative financial instruments are re-measured at fair value (attributable transaction costs are
recognised in the profit and loss component of the statement of comprehensive income when incurred). All derivative financial
instruments are carried as assets when their fair value is positive and as liabilities when their fair value is negative. The coupon
component of the derivative is presented within interest.
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Commissioner Street No. 4 (RF) Limited
Notes to the Financial Statements
For the year ended 31 December 2018

2. Accounting policies (continued)
2.6 Financial instruments (continued)
2.6.2 Financial instruments at fair value through profit and loss (FVTPL)
A financial instrument may be designated as at Fair Value Through Profit and Loss upon initial recognition if:
•
•

•

such designation eliminates or significantly reduces a measurement or recognition inconsistency that would otherwise
arise; or
the financial instrument forms part of a group of financial assets or financial liabilities or both, which is managed and its
performance is evaluated on a fair value basis, in accordance with the Company's documented risk management or
investment strategy, and information about the grouping is provided internally on that basis; or
it forms part of a contract containing one or more embedded derivatives, and IAS 39 Financial Instruments: Recognition
and Measurement permits the entire combined contract (asset or liability) to be designated at Fair Value Through Profit
and Loss.

Financial instruments at FVTPL are stated at fair value, with any gains of losses arising on remeasurement recognised in profit
or loss. The net gain or loss recognised in profit or loss incorporates any dividend or interest earned on the financial asset.
2.6.3 Classification - financial assets
(a) Policy applicable from 1 January 2018
Business model assessment
The company makes an assessment of the objective of business model in which an asset is held at portfolio level because this
best reflects the way the business is managed and information is provided to management.
The company financial assets includes loans and advances, trade and other receivable and cash and cash equivalents.
Depending on the business model and the structure of contractual cash flows, financial assets are classified as follows:
• Amortised cost
The ‘amortised cost’ is the amount at which financial asset is measured on initial recognition minus the principal
repayments, plus or minus the cumulative amortisation using the effective interest method of any difference
between that initial amount and the maturity amount and, for financial assets, adjusted for any expected credit loss
allowance (or impairment allowed before 1 January 2018).
A financial asset is classified at amortised cost if it meets both of the following conditions and is not designated as
at fair value through profit and loss ("FVTPL") :
• The asset is held within the business model whose objective is to hold assets to collect contractual cash
flows; and
• The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payment
of principal and interest (SPPI).
• Fair value through profit and loss ("FVTPL")
Financial assets are designated at fair value through profit or loss (FVTPL) to avoid an accounting mismatch.
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Commissioner Street No. 4 (RF) Limited
Notes to the Financial Statements
For the year ended 31 December 2018

2. Accounting policies (continued)
2.6 Financial instruments (continued)
2.6.3 Classification - financial assets (continued)
(b) Policy applicable before 1 January 2018
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market.
After initial measurement, loans and receivables are subsequently measured at amortised cost using the effective interest rate
method, less allowance for impairment. Amortised cost is calculated by taking into account any discount or premium on
acquisition and fees and costs that are an integral part of the effective interest rate. The amortisation is included in the profit and
loss component of the statement of comprehensive income. The carrying amount of impaired loans on the statement of financial
position is reduced through the use of identified or unidentified impairment.
Once a loan has been written down as a result of an impairment loss, interest income is thereafter recognised using the rate of
interest used to discount the future cash flows for the purpose of measuring the impairment loss.
2.6.4 Financial liabilities
(a) Policy applicable from 1 January 2018
Management determines the classification of financial liabilities at initial recognition. The company classified its financial liabilities
in two categories:
• At amortised cost
• At fair value through profit or loss
Financial assets are designated at fair value through Profit or loss (FVTPL) to avoid an accounting mismatch
(b) Policy applicable before 1 January 2018
Financial liabilities are measured at amortised cost, except for trading liabilities and liabilities designated at fair value, which are
held at fair value through profit and loss. The fair value of a financial liability with a demand feature (e.g. a demand deposit) is
not less than the amount payable on demand, discounted from the first date that the amount could be required to be paid.
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Commissioner Street No. 4 (RF) Limited
Notes to the Financial Statements
For the year ended 31 December 2018

2. Accounting policies (Continued)
2.6 Financial instruments (Continued)
2.6.5 Impairment of financial assets
(a) Policy applicable from 1 January 2018
The entity uses a mixed approach to impairment where parameters are modelled at an individual financial instrument level or on
a portfolio basis when they are only evident at this higher level. A collective approach will only be carried out when financial
instruments share similar risk characteristics, which could include factors such as instrument type, collateral type, industry,
geography and credit risk ratings.
The Company recognises expected credit losses based on unbiased forward-looking information. Expected credit losses are
recognised on:
• financial assets at amortised cost
Impairment is recognised based on a three-stage approach:
Stage 1:

Exposures where there has not been a significant increase in credit risk since origination. For these
exposures an expected credit loss is recognised based on the credit losses expected to result from default
events that are possible within 12 months of the reporting date. Interest income is calculated based on the
gross carrying value of these instruments.

Stage 2:

Exposures for which the credit risk has increased significantly since initial recognition. For these exposures
lifetime expected credit losses should be recognised (i.e. credit losses from default events that are possible
over the life of the instrument). The Company will assess whether a significant increase in credit risk has
occurred based on (i) qualitative drivers including being marked as high risk or reflected on management’s
watch list; and (ii) quantitative drivers such as the change in the asset’s cumulative weighted average lifetime
probability of default (PD). Any exposure that is more than 30 days past due will also be included in this
stage. Interest income is calculated based on the gross carrying value of these instruments.

Stage 3:

Exposures which are credit impaired. For these exposures, expected credit losses are based on lifetime
losses. Assets are considered to be credit impaired when they meet the regulatory definition of default which
includes unlikeliness to pay indicators as well as any assets that are more than 90 days past due. Interest
income is calculated based on the carrying value net of the loss allowance.

Lifetime expected credit losses will no longer be recognised when there is evidence that the criteria are no longer met. This
could include a history of timely payment performance. The low credit risk exemption in IFRS 9 has not been adopted by the
Company.
The measurement of expected credit losses must reflect:
• an unbiased and probability-weighted amount that is determined by evaluating a range of possible outcomes;
• the time value of money (represented by the effective interest rate); and
• reasonable and supportable information that is available without undue cost or effort at the reporting date about past
events, current conditions and forecasts of future economic conditions
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2. Accounting policies (Continued)
2.6 Financial instruments (Continued)
2.6.5 Impairment of financial assets (continued)
(a) Policy applicable from 1 January 2018 (continued)
Expected credit losses comprise the unbiased probability weighted credit losses determined by evaluating a range of possible
outcomes and considering future economic conditions. Expected credit losses are calculated (for both 12 months and lifetime
losses) as a function of the exposure at default (EAD); PD and loss given default (LGD). These terms are interpreted as follows
per the requirements of IFRS 9:
• EAD is the estimated amount at risk in the event of a default (before any recoveries) including behavioural expectation
of limit usage by customers in the various stages of credit risk.
• PD is the probability of default at a particular point in time, which may be calculated, based on the defaults that are
possible to occur within the next 12 months; or over the remaining life; depending on the stage allocation of the
exposure.
• LGD is the difference between the contractual cash flows due and the cash flows expected to be received, discounted
to the reporting date at the effective interest rate. The expectation of cash flows take into account cash flows from the
sale of collateral held or other credit enhancements that are integral to the contractual terms. The estimate reflects the
amount and timing of cash flows expected from the enforcement of collateral less the costs of obtaining and selling the
collateral. The collection of any cash flows expected beyond the contractual maturity of the contract is also included.
Lifetime of financial instruments
For exposures in stage 2 and stage 3, the maximum lifetime over which expected credit losses should be measured, is the
maximum contractual period over which the Company is exposed to credit risk. The Company estimates cash flows by
considering all contractual terms of the financial instrument (for example, prepayment, extension, call and similar options)
through the expected life of that financial instrument. In rare cases when it is not possible to reliably estimate the expected life of
a financial instrument, the Company use the remaining contractual term of the financial instrument.
Certain credit exposures include both a drawn and an undrawn component and the Company's contractual ability to demand
repayment and cancel the undrawn commitment does not limit the exposure to credit losses to the contractual notice period. In
this case, expected credit losses are measured over the period that the Company is exposed to credit risk, even if that period
extends beyond the maximum contractual period. Within the Company, this applies to overdrafts, credit cards and other
revolving products. These contracts are cancellable at very short notice and they have no fixed term but credit may continue to
be extended for a longer period and may only be withdrawn after the credit risk of the borrower increases, which could be too
late to prevent losses. For these types of products the expected life is based on the behavioural life, i.e. the period over which
there is exposure to credit risk which is not expected to be mitigated by credit actions (e.g. limit decreases) even though the
contract permits immediate limit decrease.
Forward looking information
Forward-looking information is factored into the measurement of expected losses through the use of multiple expected macro
economic scenarios that are either reflected in estimates of PD and LGD for material portfolios; or adjusted through expert credit
judgement where the effects could not be statistically modelled.
Write -off
Loans and advances are written off when there is no realistic prospect of recovery.
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2. Accounting policies (Continued)
2.6 Financial instruments (Continued)
2.6.5 Impairment of financial assets (continued)
(b) Policy applicable before 1 January 2018
The entity assesses at the end of each reporting period whether there is objective evidence that a financial asset or group of
financial assets is impaired. A financial asset or a group of financial assets is impaired and impairment losses are incurred only if
there is objective evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset
(a ‘loss event’) and that loss event (or events) has an impact on the estimated future cash flows of the financial asset or group of
financial assets that can be reliably estimated.
Evidence of impairment may include indications that the debtors or a group of debtors is experiencing significant financial
difficulty, default or delinquency in interest or principal payments, the probability that they will enter bankruptcy or other financial
reorganisation, and where observable data indicate that there is a measurable decrease in the estimated future cash flows, such
as changes in arrears or economic conditions that correlate with defaults.
For loans and receivables category, 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 financial asset’s original effective interest rate. The carrying amount of the asset is reduced and the amount of the loss is
recognised in the statement of comprehensive income. If a loan or held-to-maturity investment has a variable interest rate, the
discount rate for measuring any impairment loss is the current effective interest rate determined under the contract.
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 recognised (such as an improvement in the debtor’s credit rating), the reversal of the
previously recognised impairment loss is recognised in the statement of comprehensive income.
2.6.6 Derecognition of financial assets
A financial asset (or, where applicable, a part of a financial asset or part of a Company of similar financial assets) is
derecognised when:
•
•
•
•

The contractual rights to the cash flows arising from the financial assets have expired or have been forfeited by the
Company; or
The Company retains the rights to receive cash flows from the asset but has assumed an obligation to pay for them in
full without material delay to a third party under a pass-through arrangement; or
It transfers the financial asset including substantially all the risks and rewards of ownership of the assets; or
It transfers the financial asset, neither retaining nor transferring substantially all the risks and rewards of ownership of
the asset, but no longer retains control of the assets.

Where the Company has transferred its rights to receive cash flows from an asset and has neither transferred nor retained
substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is recognised to the extent of the
Company’s continuing involvement in the asset. Continuing involvement that takes the form of a guarantee over the transferred
asset is measured at the lower of the original carrying amount of the asset and the maximum amount of the consideration that
the Company could be required to repay.
2.6.7 Derecognition of financial liabilities
A financial liability is derecognised when and only when the liability is extinguished, that is, when the obligation specified in the
contract is discharged, cancelled or has expired.
Where an existing financial liability is replaced by another from the same tender on substantially different terms, or the terms of
an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the original
liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognised in the profit and
loss component of the statement of comprehensive income.
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2. Accounting policies (Continued)
2.7 Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to issue of ordinary shares are recognised as a
deduction from equity, net of any tax effects.
2.8 Revenue recognition
The following specific recognition criteria must also be met before revenue is recognised:
2.8.1 Net interest income
Interest income and expense for all interest-bearing financial instruments, except for those classified as fair value through profit
or loss, are recognised in ‘Net interest income’ in the statement of comprehensive income using the effective interest rates of the
financial assets or financial liabilities to which they relate.
The effective interest rate method is a method of calculating the amortised cost of a financial asset or a financial liability and of
allocating the interest income or interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts the estimated future cash payments or receipts through the expected life of the financial instrument or, when
appropriate, a shorter period to the net carrying amount on initial recognition. When calculating the effective interest rate, the
Company estimates the cash flows considering all contractual terms of the financial instrument but does not consider future
credit losses.
In calculating effective interest, the Company estimates cash flows using projections based on its experience of customer
behaviour considering all contractual terms of the financial instrument but excluding future credit losses. Cash flows arising from
the transaction costs of issuing financial instruments are also taken into account in the calculation.
Interest from fair value financial assets is presented separately under interest income and financial asset at amortised cost under
effective interest rate basis.
2.9 Cash and cash equivalents
For the purposes of the statement of cash flows, cash comprises cash on hand and demand deposits. Cash equivalents
comprise highly liquid investments that are convertible into cash with an insignificant risk of changes in value with original
maturities of less than three months.
2.10 Taxation
The taxation charge comprises current and deferred tax. Income tax expense is recognised in the profit and loss component of
the statement of comprehensive income, except to the extent that it relates to items recognised directly in other comprehensive
income, in which case it is recognised in other comprehensive income.
2.10.1 Current taxation
The current tax liability or asset is the expected tax payable or recoverable, using tax rates and tax laws enacted or substantively
enacted at the reporting date, and any adjustment to tax payable in respect of previous years.
The taxation charge in the financial statements for amounts due to fiscal authorities in the various territories in which the
Company operates, includes estimates based on a judgement of the application of law and practice in certain cases to determine
the quantification of any liability arising. In arriving at such estimates, management assesses the relative merits and risks of the
tax treatment for similar classes of transactions, taking into account statutory, judicial and regulatory guidance and, where
appropriate, external advice.
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2. Accounting policies (Continued)
2.10 Taxation (Continued)
2.10.2 Deferred tax
Deferred income tax is provided, using the liability method, on temporary differences arising between the tax bases of assets
and liabilities and their carrying values for financial reporting purposes in the financial statements. Deferred income tax is
determined using tax rates (and laws) that have been enacted or substantively enacted by the reporting date and are expected
to apply when the related deferred income tax asset is realised or the deferred income tax liability is settled.
The rates enacted or substantively enacted at the reporting date are used to determine deferred income tax. However, the
deferred income tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction, other than a
business combination, that at the time of the transaction affects neither accounting nor taxable profit and loss.
Deferred income tax is provided on temporary differences arising principally from fair value movements on interest rate swaps
and accrued interest on financial assets and liabilities.
Deferred tax assets are recognised where it is probable that future taxable profit will be available against which the temporary
differences can be utilised.
The tax effects of income tax losses available for carry-forward are recognised as an asset when it is probable that future taxable
profits will be available against which these losses can be utilised.
The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilised.
Unrecognised deferred income tax assets are reassessed at each reporting date and are recognised to the extent that it has
become probable that future taxable profit will allow the deferred tax asset to be recovered.
Deferred income tax assets and deferred income tax liabilities are offset, if a legally enforceable right exists to set off current tax
assets against current income tax liabilities and the deferred income taxes relate to the same taxable Company and the same
taxation authority.
2.11 Operating segments
Commissioner Street No. 4 (RF) Limited issues various debt security notes which enables investors to invest in various debt
instruments. The information regarding the results of the reportable segment is disclosed in the financial statements as currently
set out. Management views the entire entity as one segment, thus no further disclosures are required in accordance with IFRS 8
Operating segments.
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R
3. Loans and advances

.

2017
R

.

.

.

Loans and advances are financial assets that provide a contractual right to receive cash.
Fixed rate loans to eThekwini Municipality via Absa Bank Limited, acting through its
Corporate and Investment Banking Division ("CIB").
Fixed rate loans to eThekwini Municipality directly

-

707,513

684,552,428

746,484,289

684,552,428

747,191,802

678,604,711

736,628,389

678,604,711

736,628,389

678,604,711

736,217,317

-

411,072

678,604,711

736,628,389

The Company bought the above loans from Absa Bank Limited, acting through its Corporate
and Investment Banking Division ("Absa CIB"). Absa CIB invested in 50% of the Class A notes
(refer to note 8). Owing to Absa CIB neither retaining nor transferring substantially all the risks
and rewards to the Company, Absa CIB continues to recognise the loans to the extent of its
continuing involvement, in terms of IFRS 9: Financial Instruments. The Company thus
recognises part of the loans as being via Absa CIB to the extent of Absa CIB's continuing
involvement in the exposures.
Contractual details of the loans are:
Repayment dates
30/06/2026
Loan 2

Interest rates
10.19%

A breakdown of the loan balances is as follows:
Capital
Interest accrued
Contractual balances
Discount received on loans and advances

-

Fair value adjustment

(1,728,813)

5,947,717

12,292,226

Carrying value

684,552,428

747,191,802

Less: Loans and advances reclassified to current assets

(64,264,397)

(58,023,677)

620,288,031

689,168,125

620,288,031

689,168,125

620,288,031

689,168,125

64,264,397

57,612,605

The split of the above balance between current and non-current assets is as follows:
Non-current asset:
Capital
Current asset:
Capital
Interest accrued
Balance at year end
The fair value adjustments is as a result of interest rate risk and credit risk. The loan has
been economically hedged and designated at fair value to avoid an accounting mismatch.
All the company's rights and interests to the Loans and advances are pledged to
Commissioner Street No. 4 Security SPV Proprietary Limited (see Note 9). Loans and
advances contractual obligations require quarterly payment whilst there is no legal obligation
to quarterly payments currently made in terms of debt securities.
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R
4. Deferred tax

.

2017
R

.

.

.

Deferred income / (expense) taxes are calculated on all temporary differences under the
liability method using a principal tax rate of 28%.
Deferred tax arising from:
Assessed loss
Loans and advances

977,566
(1,665,361)

795,390
(3,441,823)

Derivative financial instrument
Unutilised deferred tax asset

1,699,577
(1,011,782)

3,441,823
(795,390)

5. Cash and cash equivalents

.

Cash and cash equivalents for purposes of the statement of cash flow are as follows:
Cash at bank
Fixed deposit

.

.

68,120,303

.

73,146,510

287,881,101

232,450,995

356,001,404

305,597,505

45,052

40,171

5,610,913

4,516,708

-

3,055

5,655,965

4,559,934

The cash at bank balance earns interest at current market interest rates. The fixed deposit
balance earns interest at 3 month JIBAR + 116bps.
All the company's rights and interests to these balances are pledged to Commissioner Street
No. 4 Security SPV Proprietary Limited (see Note 9).
6. Trade and other receivables
Interest on call account
Intetest on fixed and structured deposits
Other

All the company's rights and interests to the interest receivable are pledged to Commissioner
Street No. 4 Security SPV Proprietary Limited (see Note 9).
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R
7. Derivative financial instruments

.

2017
R

.

.

.

Interest rate swaps are used by the Company to economically hedge against changes in the
fair value of financial assets and liabilities owing to movements in interest rates. The financial
instruments economically hedged for interest rate risk are fixed interest Loans and fixed
interest Notes issued. Derivative financial instruments comprise swap agreements, all with
Absa Bank Limited, acting through its Corporate and Investment Banking Division ("CIB").
The net swap interest is calculated as the difference between the fixed and variable rates
based on 3 month JIBAR plus a margin. The net interest is settled bi-anually.
Details of the above interest rate swaps, as well as their fair value are as follows:
Maturity date

Fixed rates

Variable
margin

Assets
Swaps on debt securities in issue
(215,000,000)

05/01/2022

10.01%

2.05%

2,238,566

4,718,425

(65,000,000)

07/01/2019

9.34%

1.70%

5,158

401,095

Total

2,243,724

5,119,520

Accrued interest

1,104,655

841,972

Total

3,348,379

5,961,492

(8,313,643)
(8,313,643)

(17,411,746)
(17,411,746)

Nominal values

Nominal values
Liabilities
Swaps on Loans and advances
678,604,711

Maturity date

Fixed rates

Variable
margin

30/06/2026

8.135%

7.158%

Total
Accrued interest - swaps on loans

-

Total

(3,489,119)

(8,313,643)

(20,900,865)

Portfolio analysis
Derivative financial assets including accrued interest on debt securities in issue
Derivative financial liabilities including accrued interest on loans and advances

3,348,379

5,961,492

(8,313,643)

(20,900,865)

Total

(4,965,264)

(14,939,373)

Fair value gain / loss presented in:
Interest expense

5,597,108

4,700,914

Operating expenses

6,222,307

(11,584,713)

11,819,415

(6,883,799)

All the company's rights and interests to the derivative contracts are pledged to
Commissioner Street No. 4 Security SPV Proprietary Limited (see Note 9).
8. Share Capital

.

.

.

.

Ordinary share capital
Authorised
•
1000 (2017: 1000) ordinary shares of R1 each.
Issued
•
100 (2017: 100) ordinary shares of R1 each.
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2018
R
9. Debt securities in issue

.

2017
R

.

.

.

The Company issued various classes of notes which are listed on the Johannesburg
Securities Exchange (JSE). The notes constitute direct, secured, limited recourse obligations
of the Company. The notes were rated by Global Credit Ratings Co, and consist of the
following:

Coupon Type

JSE
Description

Maturity date

Rating

All-in Rate

Class A4 senior secured

Variable

MEFSA4

05/01/2019

AA(ZA)(sf)

8.717%

Class A6 senior secured

Variable

MEFSA6

05/07/2026

AA(ZA)(sf)

9.067%

Fixed

MEFSB4

05/01/2019

AA(ZA)(sf)

9.340%

AA(ZA)(sf)

10.010%

Class

Class A4 subordinated secured
Class A5 subordinated secured

Fixed

MEFSB5

05/01/2022

The notes constitute a financial liability to pay cash and are accounted for at amortised cost. The carrying value and fair value of
the notes are as follows:
Description

Fair value
2018
R

Carrying value
2017
R

2018
R

2017
R

MEFSA4

260,634,901

249,818,100

260,824,468

261,056,114

MEFSA6

486,334,926

465,364,517

486,702,679

487,134,560

MEFSB4

67,979,979

65,418,795

67,993,918

67,993,918

232,502,897

219,014,545

225,613,342

225,613,342

Less: Interest reclassified to current liabilities

1,047,452,703
(45,417,668)

999,615,957
(46,081,195)

1,041,134,407
(45,417,668)

1,041,797,934
(46,081,195)

Less: Capital reclassified to current liabilities

(315,000,000)

MEFSB5

Non-current liabilities

687,035,035

953,534,762

(315,000,000)

-

680,716,739

995,716,739

315,000,000

-

Current liabilities
Capital repayable in the next 12 months
Interest accrued

Maturity analysis of the capital amounts for the above notes is:
Within 1 year

45,417,668

46,081,195

360,417,668

46,081,195

315,000,000

-

From 1 to 5 years

-

572,185,468

More than 5 years

680,660,074

423,531,271

995,660,074

995,716,739

In terms of the Security SPV Guarantee, Commissioner Street No. 4 Security SPV Proprietary Limited holds and can realise
security for the benefit of the Series Transaction Secured Creditors (the Noteholders) in the event of a default. The default event
that drives the guarantee is the Company defaulting on the note and not the underlying borrowers defaulting on their loans. In
brief, the security consists of the Company's rights, title and interests in and to the bank accounts and permitted investments
(Note 5), the loan agreements (Note 3), the applicable derivatives contracts (Note 7), the collateral and all other benefits and
rights flowing from the aforementioned rights and interests.
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2018
R
10. Trade and other payables

.

.

Administration fees payable
Audit fees payable
Directors' fees payable

.

JSE fees payable

17,250

17,100
-

37,914

82,088

870

-

48,300

47,880

Corporate secretarial fees payable

.

.

197,553

Strate fees payable

11. Interest income

2017
R

-

6,000

301,887

153,068

.

.

.

Interest income is earned from:
Cash at bank and fixed deposit

22,607,527

10,955,504

Loans and advances

73,554,690

86,996,223

Discount on loan amortisation

-

203,390

96,162,217

98,155,117

Portfolio analysis
Interest on financial assets held at fair value

73,554,690

87,199,613

Interest on financial assets held at amortised cost on effective interest ("EIR") basis

22,607,527

10,955,504

96,162,217

98,155,117

12. Interest expense

.

.

Interest expense on:

.
1

Debt securities in issue
Derivative financial instruments

Portfolio analysis
Interest on financial liabilities held at amortised cost
Interest on financial instruments held at fair value

13. Operating loss before tax

.

Included in operating loss before tax are the following significant transactions:
Fair value adjustment on derivative financial instruments - gain
Fair value adjustment on loans and advances - loss
Operating expenses
Administration fees

1

.
1

1

92,243,790

94,148,007

5,597,108

4,700,914

97,840,898

98,848,921

92,243,790

94,148,007

5,597,108

4,700,914

97,840,898

98,848,921

.

.

.

6,222,307

(11,584,713)

(6,344,508)

11,584,713

(585,813)

(319,142)

(68,850)

(68,400)

Audit fees

(287,658)

Director fees

(161,573)

(197,012)

(67,732)

(53,730)

Other expenses
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2018
R
14. Taxation

.

South African normal taxation
Current tax
Current year on profit for the year

2017
R

.

.
1

Deferred tax
Originating and reversing temporary differences (see Note 4)
Reconciliation between operating loss and the taxation expense
Operating loss before income tax
Adjusted for:

1

1
-

-

-

1

1

-

Tax calculated at a tax rate of 28%
Tax effect of
– Unutilised tax loss not recognised

1

-

(650,627)

None

.

1

1

(1,012,946)
-

(650,627)

(1,012,946)

(182,176)

(283,625)

182,176

283,625

The tax rate used for the reconciliation above is the corporate tax rate of 28% (2017: 28%) payable by corporate companies in
South Africa. The Company has an estimated assessed loss of R3,491,307 (2017: R2,840,680) that is available for offset
against future taxable income. However, management does not foresee any prospect of future taxable income. Therefore, no
deferred tax asset is recognised.
15. Notes to the statement of cash flows
15.1 Cash generated from / (utilised in) operations
Operating loss before tax
Adjust for non cash items:

(650,627)

Discount on loan amortisation

-

(1,012,946)
(203,390)

Reversal of discount on loans
Fair value on derivative financial instruments - gain

(1,728,813)
(6,222,307)

(11,584,713)

Fair value adjustment on loans and advances - loss

6,344,508
(2,257,239)

11,584,713
(1,216,336)

Separately disclosed items:

1,678,681

693,804

Interest income

(96,162,217)

(98,155,117)

Interest expense

97,840,898

98,848,921

Cash flow before changes in working capital

(578,558)

Changes in working capital:

(4,699,013)

Increase in trade and other payables

148,820

(522,532)
9,712,812
48,263

Decrease / (increase) in derivative liability

(3,489,119)

19,787,097

(Increase) / decrease in trade and other receivables

(1,096,031)

(4,486,083)

(Decrease) / increase in debt securities interest payable

-

(Increase) / decrease in derivative asset

(262,683)

Cash (utilised in) / generated from operations

(5,277,571)
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2018
R

2017
R

16. Related parties
The following are defined as related parties of the Company:
» the parent;
» an entity controlled/jointly controlled or significantly influenced by the parent trust;
» key management personnel; and
» children and/or dependents and spouses or partners of the individuals referred to above.
Commissioner Street Owner Trust owns 100% (2017: 100%) of the ordinary shares in the Company.
Absa Bank Limited, acting through its Corporate and Investment Banking Division ("Absa CIB"), invested in 50% of the Class A
notes (refer to note 8). Absa CIB administers the Company and receives a management fee as compensation.
Transactions with key management personnel (the directors) have been disclosed in Note 22.
Balances
Cash and cash equivalents - Absa Bank Limited
Interest rate swap derivative asset - Absa Bank Limited, acting through its CIB division
Interest rate swap derivative liability - Absa Bank Limited, acting through its CIB division
Debt securities in issue - Absa Bank Limited, acting through its CIB division
Management Fees payable - Absa Bank Limited, acting through its CIB division
Directors' Fees payable
Transactions
Interest expense - Absa Bank Limited, acting through its CIB division
Interest rate swap derivative expense - Absa Bank Limited, acting through its CIB division
Management Fees expense - Absa Bank Limited, acting through its CIB division
Directors' Fees expense

356,001,404
3,348,379
(8,313,643)
(747,527,147)
(17,250)
(37,914)

305,597,505
5,961,492
(20,900,865)
(748,190,674)
(17,100)
(82,088)

(64,651,290)
(5,597,108)
68,850
161,573

(66,555,507)
(4,700,914)
(68,400)
(197,012)

17. Fair value of financial instruments
The fair value of a financial instrument is the amount at which the instrument could be exchanged in a current transaction
between willing parties, other than in a forced or liquidation sale.
The method of determining the fair value of financial instruments can be analysed into the following categories:
(a)

Level 1 – Unadjusted quoted prices in active markets where the quoted price is readily available and the price
represents actual and regularly occurring market transactions on an arm's length basis.

(b)

Level 2 – Valuation techniques using market observable inputs. Such techniques may include:
– using recent arm’s length market transactions;
– reference to the current fair value of similar instruments; and
– discounted cash flow analysis, pricing models or other techniques commonly used by market participants.

(c)

Level 3 – Valuation techniques, as described in (b) above, for which not all inputs are market observable prices or rates.
Such a financial instrument is initially recognised at the transaction price, which is the best indicator of fair value,
although the value obtained from the relevant valuation model may differ. The difference between the transaction price
and the model value, commonly referred to as ‘day one profit and loss’, is either amortised over the life of the
transaction, deferred until the instrument's fair value can be determined using market observable inputs, or realised
through settlement.
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17. Fair value of financial instruments (Continued)
The valuation techniques in (b) and (c) use inputs such as interest rate yield curves, equity prices, volatilities of the underlying
and correlations between inputs. The models used in these valuation techniques are calibrated against industry standards,
economic models and to observed transaction prices where available.
The table below summarises the hierarchy level, carrying amounts and fair values of those financial instruments held at fair
value:
2018
Hierarchy
level

Financial Assets
Loans and
advances
Derivative
financial assets

Financial Liabilities
Derivative
financial liabilities

Level 2
Level 2

Level 2

Carrying value

Fair value

R

R

684,552,428

684,552,428

3,348,379

3,348,379

687,900,807

687,900,807

8,313,643

8,313,643

8,313,643

8,313,643

Hierarchy
level

Level 2
Level 2

Level 2

2017
Carrying
value
R

Fair value
R

747,191,802

747,191,802

5,961,492

5,961,492

753,153,294

753,153,294

20,900,865

20,900,865

20,900,865

20,900,865

There were no transfers between the hierarchy levels during the year.
The table below summarises the hierarchy level, carrying amounts and fair values of those financial instruments which are not
held at fair value:
2018
Hierarchy
level
Financial Assets
Cash and cash
equivalents
Trade and other
receivables

Financial Assets
Debt securities in
issue
Trade and other
payables

Carrying value

Fair value

Hierarchy
level

2017
Carrying
value

Fair value

Level 1

356,001,404

356,001,404

Level 2

305,597,505

305,597,505

Level 2

5,655,965

5,655,965

Level 2

4,559,934

4,559,934

361,657,369

361,657,369

310,157,439

310,157,439

Level 2

1,041,797,934

999,615,957

Level 2

153,068

153,068

1,041,951,002

999,769,025

Level 2
Level 2

1,041,134,407 1,047,452,703
301,887

301,887

1,041,436,294 1,047,754,590

35

Commissioner Street No. 4 (RF) Limited
Notes to the Financial Statements
For the year ended 31 December 2018
2018
R

2017
R

17. Fair value of financial instruments (Continued)
There were no transfers between the hierarchy levels during the year.
Due to the short term nature of these instruments, the carrying values of trade and other receivables, trade and other payables
and cash and cash equivalents estimate their respective fair values.
(a) Financial instruments in level 2
Loans and advances and Derivative assets and liabilities - The fair value has been determined by taking the interest rate risk into
account by calculating the present value of the estimated future cash flows based on observable yield curves. See also Note
18.1 for Credit Risk assessment. Credit risk adjustments were deemed unnecessary due to the A-grade credit rating of the
counterparty.
Debt Securities in issue - The fair value has been derived from an unadjusted listed price as at 31 December 2018. The quoted
price is readily available; however, the security is traded infrequently in the market and has thus been included in level two.
18. Financial risks
The Company's financial instruments consist mainly of Loans and advances, Cash and cash equivalents, Debt securities in issue
and Derivative financial instruments. Exposure to interest, credit and liquidity risks arises in the normal course of business.
The Company’s business involves taking on risks in a targeted manner and managing them professionally. The core functions of
the Company’s risk management are to identify all key risks for the Company, measure these risks, manage the risk positions
and determine capital allocations. The Company regularly reviews its risk management policies and systems to reflect changes
in markets, products and best market practice.
The Company’s aim is to achieve an appropriate balance between risk and return and minimise potential adverse effects on the
Company’s financial performance. The Company defines risk as the possibility of losses or profits foregone, which may be
caused by internal or external factors.
The risks arising from financial instruments to which the Company is exposed are financial risks, which include credit risk,
liquidity risk, market risk (which are discussed below) and operational risk.
18.1 Credit risk
Credit risk is the risk of suffering financial loss, should any of the Company’s borrowers or market counterparties fail to fulfil their
contractual obligations to the Company. Credit risk arises mainly from loans and advances and cash and cash equivalents.
Credit risk is the single largest risk for the Company’s business; management therefore carefully manages its exposure to credit
risk.
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18. Financial risks (Continued)
18.1 Credit risk (Continued)
The carrying amount of the financial assets represents the maximum credit exposure. The maximum exposure to credit risk at
the reporting period represented below, is the worst case scenario of credit risk exposure.
2018
Loans and
advances

Cash and cash
equivalents
R

Gross carrying value
Expected credit losses
Stage 1
Stage 2
Stage 3
Carrying value of financial assets

Trade and
other
receivables
R

684,552,428

356,001,404

5,655,965

684,552,428

356,001,404

5,655,965

2017
Loans and
advances

Cash and cash
equivalents
R

Neither past due nor impaired
Past due but not impaired
Identified impairment
Carrying value of financial assets

747,191,802

747,191,802

305,597,505
305,597,505

Trade and
other
receivables
R
4,559,934
4,559,934

The credit quality of all the financial assets that are neither past due nor impaired can be assessed by reference to external
credit ratings (if available) or past information about counterparty defaults rates.
Cash and cash equivalents - counterparties with external credit ratings [Moody's Baa3 (2017: AA1.za) R356 001 404].
Trade and other receivables - counterparties with external credit ratings [Moody's Baa3 (2017: AA1.za) R5 655 965].
Loans and advances - counterparties with external credit ratings [GCR AA+(ZA) (2017: AA(ZA)) R684 552 428].

Industry sector analysis
Other - municipalities
Financial services
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684,552,428
361,657,369
1,046,209,797

747,191,802
310,157,439
1,057,349,241
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18. Financial risks (Continued)
18.2 Market risk
Market risk is the risk that the Company's earnings or capital, or its ability to meet its objectives, will be adversely affected by
changes in the level or volatility of market rates or prices such as interest rate, foreign exchange rate, equity prices, commodity
prices and credit spreads. The Company's market risk management objectives include:
the protection and enhancement of the statement of financial position and statement of comprehensive income and
•
facilitating business growth within a controlled and transparent risk management framework.
the introduction of an interest rate risk management policy which uses a sensitivity analysis to simulate changes in the
•
market and the effects thereof.
Interest rate risk
The company issues fixed rate loans funded by variable rate notes. The interest rate risk is however hedged by interest rate
swap agreements entered into with Absa Bank Limited, acting through its Corporate and Investment Banking Division (“CIB”).
As such, the only financial instrument exposed to interest rate risk is cash and cash equivalents. The effect of a 100 basis point
increase or decrease in the deposit interest rate will be to increase or decrease respectively the interest received by R3,560,014
(2017: R3,055,975).
Currency risk
The Company has no currency risk as all loans and advances are denominated in Rand.
18.3 Liquidity risk
Liquidity risk results from both the differences between the magnitude of assets and liabilities and the disproportion in their
maturities. Liquidity risk is the risk that operations cannot be funded and financial commitments cannot be met timeously and
cost effectively. Liquidity risk management deals with the overall time profile of the current statement of financial position as well
the expected future structure.
Liquidity risk management process
Any shortfalls will be absorbed by the noteholders.
The following are the contractual maturities of financial liabilities, including estimated interest payments and excluding the impact
of netting agreements:
2018
Carrying
amount
R
Cash and cash equivalents
Trade and other receivables
Derivative financial assets
Loans and advances
Debt securities in issue
Trade and other payables
Derivatives financial liabilities

Contractual
cash flows
R

684,552,428
684,552,428
356,001,404
5,489,674
5,655,965
986,837,743
(1,041,134,407) (1,432,029,539)
(301,887)
(301,887)
(8,313,643)
(27,741,411)
(3,540,140) 216,807,008
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Within 1 year
R
684,552,428
1,695,815
131,578,366
(393,750,626)
(301,887)
(6,102,562)
417,671,534

From 1 year to
4 years
R
3,793,859
526,313,463
(442,426,013)
(17,591,293)
70,090,016

More than 5
years
R
328,945,914
(595,852,900)
(4,047,556)
(270,954,542)
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R

More than 5
years
R

18. Financial risks (Continued)
18.3 Liquidity risk (Continued)
2017
Carrying
amount
R
Cash and cash equivalents
Trade and other receivables
Derivative financial assets
Loans and advances
Debt securities in issue
Trade and other payables
Derivatives financial liabilities

Contractual
cash flows
R

747,191,802
747,191,802
305,597,505
7,121,972
4,559,934 1,118,416,109
(1,041,797,934) (1,440,899,171)
(153,068)
(153,068)
(20,900,865)
(27,187,574)
(5,502,626) 404,490,069

Within 1 year
R
747,191,802
1,632,297
131,578,366
(92,790,286)
(153,068)
(7,954,073)
779,505,038

5,489,674
526,313,463
(832,252,603)
(19,073,406)
(319,522,871)

460,524,280
(515,856,283)
(160,095)
(55,492,098)

Loans and advances contractual obligations require quarterly payment whilst there is no legal obligation to quarterly payments
currently being made in terms of the debt securities. The forecast excess spread and current cash reserve remain sufficient to
repay all forecast interest and operating expenses and any shortfalls will be absorbed by the noteholders.
19. Capital risk management
The proper planning and management of capital is essential to the Company to ensure it has sufficient and appropriate
structured capital levels to support its risk appetite, business activities and regulatory requirements.
The Company is not subject to externally imposed capital requirements, and cannot guarantee any return.
20. Subsequent events
The financial statements were approved by the directors on the date in the statement of directors' responsibility. The directors
are not aware of any events after the reporting date and at the date of authorisation of these annual financial statements (as
defined per IAS10: Events after the reporting period). On 7 January 2019, debt securities in issue amounting to a capital amount
of R315,000,000 were redeemed. The redemption was in line with he expected maturity date.
21. Going Concern
The Company is an insolvency remote special purpose vehicle which was incorporated for the purpose of acquiring loan
agreements to be funded by the issuance of notes in the Capital Markets. It is anticipated that the the Company will have a
negative Net Asset Value (NAV) position in the next year. However, the cash reserves in the Company are sufficient to cover
the current liabilities in the next financial year. The cash obligations of the Company are discharged in terms of a waterfall of
payments which form part of the transaction documents. The transaction documents provide that all payments to be made to
secured creditors (including the noteholders - refer to notes 9 and 18.3) will be made to the extent permitted by and subject to
the priority of payments. Therefore subordination is inherent in the structure. Based on these factors the directors are of the
opinion that funds will be available to finance future operations and that the realisation of assets and settlement of liabilities will
occur in the ordinary course of business. Therefore, the financial statements have been prepared on a going concern basis.

39

Commissioner Street No. 4 (RF) Limited
Notes to the Financial Statements
For the year ended 31 December 2018
2018
R

2017
R

22. Directors' remuneration
The Company's directors' fees of R161 573 (2017: R197 012) are paid to TMF Corporate Services (South Africa) Proprietary
Limited for director services provided to the company. Non-executive directors are employees of, and remunerated by, TMF
Corporate Services (South Africa) Proprietary Limited on a separate basis. The Absa Group Limited representative director is not
remunerated for her services by the Company or any Company in the group as defined by the Companies Act.
Directors' fees paid to TMF Corporate Services (South Africa) Proprietary Limited by other companies within the Group are as
follows:
Commissioner Street No. 1 (RF) Limited
Commissioner Street No. 5 (RF) Limited
Commissioner Street No. 6 (RF) Limited
Commissioner Street No. 7 (RF) Limited
Commissioner Street No. 10 (RF) Limited
Commissioner Street No. 11 (RF) Limited

174,127
77,279
179,529
138,839
146,342
102,470

The directors' fees include an immaterial amount of corporate secretarial fees.
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212,164
194,766
113,316
170,459
99,750
196,037

