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South Coast Devaiopment Agancy NP
ANNUAL FINANCIAL BTATEMENTS
for the year srifed 30 June 2016

DIRECTORS REPORT

‘The directors present thalr repost, which forms part of the audited annual inancial statements of the South Coast Devoloprment Agenty NPC for the year ended 30 June 2018,

1. Raviow of activities

Malh kuainesa and opermtions

South Canst Development Agency (SCDA) is 8 municipal entlty of tha Ugu Districl Munlcipality. It i mandalad 1o implement the Growth & Development Strategy, Invesimant Promotion &

Fadilitation Strategy, sustainable economic development and catalylia projects wilhin the district During the year under review, SCOA recolved finenalel support from Ligu District
Hunicipality end Hiblscus Goast Munlcpslity,

2, Evanis sfier the reporting pericd
Rafer ta note 28 for details.
3. Directora

The directors of the company during the year and Yo the dale of this repoet are as foflows:

—_Appointed Ko of moetings sitended
Dr. Sipha Nzimande 04 July 2015 10
Jay Crutchhield 01 July 2016 hi!
Sandfla Dlomo 11 July 2015 40
Viay Naldoo o Juty 2015 10
Hopaan Shezi (Cecessed - 12 May 2016) o1 July 2018 7
Lindalan) Sheal ™ July 2018 10
Bongekdls 2uly 03 July 2015 B
Dr, Ephralm 2ungu 0 July 2018 a
Zonke Mibull . 26 Novemnber 2015 3
Ugu District Municipality Observers:
Chr. Gumede 1
ZakBhl Mbonane ]
Slpho Khzwaya 3
DD Naldoo 2

Meetings include Boerd, Board Commitlaa, Shrategic and Mandais seasfons,

4. Gecretary

The company had o secretary during the year,

5, Audilors

Audilor-Genaral will cantinue as the auditors in accordance with section 9¢ of the Compsnies Act 71 of 2008,
. Fxpresslon of appreciation

We are grateful to the direclors and the Audit Committee for the the support extentiad during iha financlal yaar, A special word of thenks io all staff who assisted with the collation of
year-and informalion necessary far the compllation of these anntial finencial etatemants.

7. Approval of the financial atatamanis

Thea financlal slatemants set aut on prages @ 1o 38, which have bean praparad on the going concem basis, were approved by the board of directors on 25 August 2016 and were
ed on thelr behplbbzes—"
signed an - o BSHALE oF CHARPERSOn




South Coast Development Agency NPC
Statement of Financial Position

as at 30 June 2016
Note 2016 2015
R R
ASSETS
Current assets 4 077 247 2 059 575
Cash and cash equivalents 2 4 081 247 133 283
Trade and other receivables from non-exchange transactions 3 16 000 1 800 000
VAT receivable 7 - 126 292
Non-current assets 295 480 202 621
Property, plant and equipment 4 274155 178 358
Intangible assets 5 21325 24 263
Total assets 4372728 2262196
LIABILITIES
Current liabilities 1170 548 885 299
Trade and other payables from exchange transactions 6 117 439 636 408
VAT payable 7 344 097 -
Current provisions 8 237 808 243 880
Unspent conditional grants and receipts 9 468 257 -
Operating lease liability 10 2 947 5011
Total liabilities 1170 548 885 299
Net assets 3 202 180 1376 897
EQUITY
Accumulated surplus | 3202180 | 1376 897 |
TOTAL EQUITY 3202180 1376 897




Balance at 30 June
Surplus for the period
Balance at 30 June
Surplus for the period

Batance at 30 June

2014

2015

2016

South Coast Development Agency NPC
Statement of Changes in Net Assets
as at 30 June 2016

Note

Accumulated

Surplus Total: Net Assets
R R

1182998 1182 988
193 899 193 8998

1376 897 1376 897

1825283 1825283

3 202 180 3 202 180
L




South Coast Development Agency NPC
Statement of Comparison of Budget and Actual Information
88 at 30 June 2016

inanclal Performance

Dev Grant Hibiscus

Dev Grant Ugu

Conditional Grant {USCT)

investment revenue

Qther own revenue

Project Managsment Feas
Total Revenue {axcluding capital transfers and
contributlons)}

Employee costs

Diractors' feas

Depreclation & asset impaiment

Finance charges

Loss on sele of assals

Other expenses
Total Expenditura
Surplusi{Deficil)

Transfere recogniaad - capltal

Gontributions ised - capital &

assats
Surplus/{Deficit) after capital transfers &
contributions

Share of surplug/ (deficit) of associate
Surplusi{Deficlt} for the year

ure & funds so.

Capltal expenditure

‘Transfers nised - cepita
Total sources of capltal funds

Net cash from (used) cpersling
Net cash from (used) investing
Net cash from {used) financing
Net cash flow movement for the year

2016 2015
Original Budget Final Shiffingof  V¥irement  Final Budget Actual Outcoma Unauthorised Varlance Actual Actunl Quicome Restatad
Budpet (1to. funds {l.to. Gouncll expendliuru Quicomeas  as % of Original Audtted
528 and 831 of the budget @to. 531 of  approved % of Final Budget Outcome
MFMA) the MFMA} polley} Budget
R R R R R R R R R R R
(1 60C 00Q) - {1 60Q 00C) (1 600 000) (1600 200) - 100% 100%¢ (1 600 000),
(5000 000) (2 750 00D} (7 75C 00D} (7 750 000) (5 250 000) 2500000 B85 105%| (5 200 000)
- (500 Q00) (500 000) (500 00D} (31 743) 468 257 6% 0% -
{50 00Q) (50 300} (100 000) {100 DOO} (138 555) (38 555) 139% 277% (38 B7B)
- - - - (10 948) (10 945) - 0% (85 523)
{15 C00) (15 000y (15000) (68 229) (53 229) - 0% -
(& 650 000) (3 315 qoo) (8 965 D00} (9 D65 000} (7094 472) 2865 528 % 107%] (6 724 401)
3196912 1418953 4 615 865 46416 865 3314 BOS (1 301 060) 2% 104%) 3 436 437
265 00 144070 400 070 409 070 437 091 28 021 107% 165%| 300413
47 700 2300 50 000 50 000 35723 (14 277) % 75:;}2 39 644
- 4 4 - 0 -
- - - - 239 8030 - 0%; -
2 84§ 022 1735824 4 383 B4B 4 383 B46 1477 625 (2 806 221 3% 58% 2753987
6157 634 32301 147 9 458 781 § 458 781 5274 188 (4 184 593, 6% 38%! 8530481
{492 365) {12 853} (506 219} (306 219} {1825 284) (1312 065) 361% 371%; [193 820)
- - - - - - 0% -
- 0% -
{492 368) {13853) {506 219} (506 219) {1 825 234) (1319 085) 381% Irw| (1939203
- - - 0% -
{492 368} {12853} {506 219} {506 214) {1 825 234) (1319 085) 361% Irh| (193 920)
30 000 102 500 132 500 132 500 137 523 5023 104% 458%
4 067 550 (1 579 491)
(137 522) {16 383)
{2 064) (527},
3927 964 (1 586 401)




South Coast Development Agency NPC
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
for the year ending 30 June 2016

1 ACCOUNTING POLICIES
1.1 BASIS OF ACCOUNTING

BASIS OF PRESENTATION

The annual financtal statements have been prepared on an accrual basis of accounting and are in accordance with historical
cost convention unless specified otherwise.

These annual financial statements have been prepared in accordance with Generally Recognised Accounting Practice
(GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance Management
Act, (Act No 56 of 2003).

The principal accounting policies adopted in the preparation of these annual financial statements are set out below.

OFFSETTING

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or permitted by a Standard
of GRAP.

The accounting policies applied are consistent with those used fo present the previous year's financial statements, unless
explicitly stated. The details of any changes in accounting policies are explained in the relevant policy.

PRESENTATION CURRENCY

These annual financial statements are presented in South African Rand, which is the functional currency of the municipal
enfity.
GOING CONCERN ASSUMPTION

These annual financial statements have been prepared on the assumption that the municipal entity will continue to operate as
a going concern for at least the next 12 months.

COMPARATIVE INFORMATION

Budget information in accordance with GRAP 1 and 24, has been provided in an annexure to these financial statements and
forms part of the audited annual financial statements,

When the presentation or classtfication of items in the annual financial statements is amended, pricr period comparative
amounts are restated. The nature and reason for the reclassification is disclosed. Where accounting errars have been
identified in the current year, the correction is made retrospectively as far as is practicable, and the prior year comparatives
are restated accordingly. Where there has been a change in accounting policy in the current year, the adjustment is made
retrospectively as far as is practicable, and the prior year comparatives are restated accordingly.

STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED AND EFFECTIVE

The following GRAP standards have been issued and effective and have been adopted by the municipal entity:

GRAP 1 Presentation of Financial Statements

GRAP 2 Cash Flow Statements

GRAP 3 Accounting Policies, Changes in Accounting Estimates and Errors
GRAP 4 The Effects of Changes in Foreign Exchange Rates

GRAP 5 Barrowing Costs

GRAP 6 Consolidated and Separate Financial Statements

GRAP 7 Investments in Associates

GRAP 8 Interest in Joint Ventures

GRAP 8 Revenue from Exchange Transactions

GRAP 10 Financial Reporting in Hyperinflationary Economies

GRAP 11 Construction Contracts

GRAP 12 Inventories

GRAP 13 Leases

GRAP 14 Events After the Reporting Date

GRAP 16 Investment Property

GRAP 17 Property Plant and Equipment

GRAP 18 Segment Reporting

GRAP 19 Provisions, Contingent Liabilities and Contingent Assets
GRAP 21 Impairment of Non-cash-generating Assetls

GRAP 23 Revenue from Non-exchange Transactions (Taxes and Transfers)
GRAP 24 Presentation of Budget Information in Financial Statements

GRAP 25 Employee Benefits



1,3

An increase in the carrying amount of an asset as a result of a revalutation is credited directly to a revaluation surplus reserve,
except to the extent that it reverses a revaluation decrease of the same asset previously recognised in surplus or deficit.

A decrease in the carrying amount of an asset as a result of a revaluation is recognised in surplus or deficit, sxcept to the
extent of any credit balance existing in the revalualion surplus in respect of that asset.

Subsequent lo initial recognition, items of property, plant and equipment are measured at cost less accumulated depreciation
and impairment losses. Land is not depreciated as it is deemed to have an indefinite useful life.

DEPRECIATION

Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated useful lives of the
assets. The depreciable amount is determined after taking into account an asset's residual value, where applicable.
Components of assets that are significant in relation to the whole asset and that have different useful lives are depreciated
separately. The annual depreciation rates are based on the following estimated average asset lives:

tem Average useful life
Furniture and fittings 6 - 10 years
Computer equipment 3-8 vyears

Office equipment 5- 10 years

The residual value, the useful life of an asset and the depreciation method is reviewed annually and any changes are
recognised as a change in accounting estimate in the Stalement of Financial Pesformance.

IMPAIRMENT
Refer to accounting policy number 1,21
DERECOGNITION

items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic
benefits or service potential expected from the use of the asset.

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the
difference between the sales proceeds and the carrying value and is recognised in the Statement of Financial Performance.

HERITAGE ASSETS

INITIAL RECOGNITION
Heritage assets are assets that have a cultural, environmental, historical, natural, scientific, technological or artistic
significance and are held indefinitely for the benefit of present and future generations.

A heritage asset shall be recognised as an asset if, and only if;
(a) it is probable thal future economic benefits or service potential assoclated with the asset will fiow to the entity, and

(b} the cost or fair value of the asset can be measured reliably.

INITIAL MEASUREMENT

An assel that has met the recognition requirement criteria for heritage assets shall be measured at ils cost if such an asset has
been acquired through an exchange transaction.

Where a heritage asset has been acquired through a non-exchange transaction, its cost shall be measured al its fair value as
at the date of acquisition.

SUBSEQUENT MEASUREMENT

Heritage assets are not depreciated based on their nature however the municipal entity assesses at each reporting date
whether there is a need for impairment.

The class of heritage assets are carried at its cost less any accumulated impairment losses.
IMPAIRMENT

Refer to accounting policy number 1.21
DERECOGNITION

The carrying amount of a heritage asset is derecognised:



1,6

Investment Property is initially recoghised when future economic benefits or service potential are probable and the cost or fair
value can be determined reliably.

At initial recognition, the municipal entity measures investment property at cost including fransaction costs once it meets the
definition of invesiment property. However, where an investment property was acquired through a non-exchange transaction
{i.e. where it acquired the investment property for no or a nominal value), its cost is its fair value as at the date of acquisition.

The cost of self-constructed investment property is the cost at date of completion.

Transfers are made to or from investment property only when there is a change in use. For a fransfer from investment property
to owner occupied property {propery, plant and equipment), the deemed cost for subsequent accounting is the fair value at
the date of change in use. If owner cccupied property becomes an investment property, the entity accounts for such property
in accordance with the policy stated under property, plant and equipment up o the date of change in use.

SUBSEQUENT MEASUREMENT
Investment property is measured using the fair value model. Under the fair value model, investment property is carried at its

fair value at the reporting date. The assumptions for determining the fair value of the Investment property are set out in the
note to the Financial Statements.

Any gain or loss arising from a change in the fair value of the property is included in surplus or deficit for the period in which it
arises.

IMPAIRMENT - INVESTMENT PROPERTY HELD AT COST
Refer to accounting policy number 1,21

DERECOGNITION

Investment property is derecognised when there is a disposal or no future economic benefits or service potential are to be
derived from the property.

All gains or losses, which result from the derecognition, are recognised in the Statement of Financial Performance.

BIOLOGICAL ASSETS
RECOGNITION

A biclogical asset or agriculturat produce is recognised when, and only when:
MEASUREMENT

Biological assets are measured at their fair value less estimated point-of-sale costs.

The fair value of livestock is determined based on market prices of livestock of similar age, breed, and genefic merit.

The fair value of milk is determined based on market prices in the local area.

The fair value of the vine / pine plantations is based on the combined fair value of the land and the vines / pine trees. The fair
value of the raw land and land improvements is then deducted from the combined fair value to determine the fair value of the
vines / pine trees.

A gain or loss arising on initial recognition of agricultural produce at fair value less estimated point-of-sale costs is included in
profit or loss for the period in which it arises.

Where market determined prices or values are not available, the present value of the expecied net cash inflows from the
asset, discounted at a current market-determined pre-tax rate is used to determine fair value.

An unconditional government grant related to a biological asset measured at its fair value less estimated point-of-sale costs is
recognised as income when the government grant becomes receivable.

Where fair value cannot be measured reliably, biclogical assets are measured at cost less any accumulated depreciation and
any accumulated impairment losses.

Depreciation is provided on biological assets where fair value cannot be determined, to write down the cost, less residual
value.,



INITIAL RECOGNITION

The entity recognises a financial asset or a financial liability in its Statement of Financlal Position when, and onty when, the

entity becomes a parly to the contractual provisions of the instrument. This Is achieved through the application of trade date
accounting.

Upon initial recognition the entity classifies financial instruments or their compenent parts as financial liabilities, financial
assets or residual interests in conformity with the substance of the contractual arrangement and to the extent that the
instrument satisfies the definitions of a financial liability, a financial asset or a residual interest.

INITIAL MEASUREMENT

When a financial instrument is recognised, the entity measures it initially at its fair valus plus, in the case of a financial asset or

a financial liability not subsequently measured at fair value, fransaction costs that are directly atiributable to the acquisition or
issue of the financial asset or financial liability.

SUBSEQUENT MEASUREMENT

Subsequent to initial recognition, financial assets and financial liabilities are measured at fair value, amortised cost or cost.
All financial assets and financial liabilities are measured after initial recognition using the following categories:

INVESTMENTS AT AMORTISED COSTS

Investments, which include listed government bonds, unlisted municipal bonds, fixed deposits and short-term deposits

invested in registered commercial banks, are categorised as financial instruments at amortised cost and are subsequentty
measured at amortised cost.

Where investments have been impaired, the carrying value is adjusted by the impaimment loss, which is recognised as an
expense in the period that the impairment is identified.

On disposal of an investment, the difference between the net disposal proceeds and the carrying amount is charged or
credited to the Statement of Financial Performance.

INVESTMENT AT FAIR VALUE

Investments, which represent investments in residual interest for which fair value can be measured reliably, are subsequently
measured at fair value.

Gains and Iosses in the fair value of such investments are recognised in the Statement of Financial Performance.

INVESTMENT AT COST

Investments at cost, which represent investments in residual interest for which there is no quoted market price and for which
fair value cannot be measured reliably, are subsequently measured at cost.

TRADE AND OTHER RECEIVABLES

Trade and other receivables are initially recognised at fair value plus transaction costs that are directly attributable to the
acquisition and subsequently stated at amortised cost, less provision for impairment. All trade and other receivables are
assessed at least annually for possible impairment. Impainments of trade and other receivablas are determined in accordance

with the accounting policy for impairments in note 1,22. Impairment adjustments are made through the use of an atlowance
account,

Bad debts are written off in the year in which they are identified as irecoverable. Amounts receivable within 12 months from
the reporting date are classified as current. Interestis charged on overdue accounts.

TRADE PAYABLES AND BORROWINGS

Trade payables are initially measured at fair value plus fransaction costs that are directly atributable to the acquisition and are
subsequently measured at amortised cost using the effective interest rate method.

CASH AND CASH EQUIVALENTS



The equity methed involves recagnising the investment initially at cost, then adjusting for any change in the investor's share of
net assets of the associate since it acquired it. A single line-item in the Statement of Financial Performance presents the
investor's share of the associate's surplus or deficit for the year.

The municipal entity commences accounting for an investment in an associate from the date that significant influence exists
ang discontinues the application of the equity method when it no longer has significant influence over an associate.
Investments that are retained in whole or in part are subsequently accounted for in accordance with the accounting policies on
subsidiaries, joint ventures or financial instruments depending on the nature of the retained investment.

The municipal entity uses the most recent available financial statements of the associate in applying the equity method. Where
the reporting pericds of the associate and the municipal entity are different, separate financial statements for the same period
are prepared by the associate unless it is impracticable to do so. When the reporting dates are different, the municipal entity
makes adjustments for the effects of any significant events or transactions between the investor and the associate that ocour
between the different reporting dates. Adjustments are made to ensure consistency between the accounting policies of the
associate and the municipal entity.

1,11 INTEREST IN JOINT VENTURE

The entily has an interest in a joint venture, which is a joinlly controlled entity, whereby the venturers have a contractual
arrangement that establishes joint control over the economic activities of the entity. The agreement requires unanimous
agreement for financial and operating decisions among the venturers. The entity recognises its interest in the joint venture
using the proportionate consolidation method. The entity combines its proportionate share of each of the assets, liabilities,
income and expenses of the joint venture with similar items, line by line, in its financial statements. The financial statements of
the joint venture are prepared for the same reporting period as the entity. Adjustments are made where necessary to bring the
accounting policies in line with those of the entity.

Adjustments are made in the entity’s financial statetments to eliminate the entity’s share of intra-group balances, transactions
and unrealised gains and losses on such transactions between the entity and its joint venture. Losses on transactions are
recognised immediately if the loss provides evidence of a reduction in the net realisable value of cunrent assets or an
impairment loss. The joint venture is proporticnately consolidated until the date on which the entity ceases to have joint control
over the joint ventura.

Upcen loss of joint control, the entity measures and recognises its remaining investment at its fair value. Any difference
between the carrying amount of the former joint controlled entity upon loss of joint control and the fair value of the remaining
investment and proceeds from disposal are recognised in surplus or deficit. When the remaining investment constitutes
significant influence, it is accounted for as investment in an associate.

1,12 UNAUTHORISED EXPENDITURE

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of an
aliocation received from another sphere of government, municipality or organ of state and expenditure in the form of a grant
that is not permitted in terms of the Municipal Finance Management Act {Act No.56 of 2003). Unauthorised expenditure is
accounted for as an expense in the Statement of Financial Performance and where recovered, it is subsequently accounted
for as revenue in the Statement of Financial Performance.

1,13 IRREGULAR EXPENDITURE

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003), the
Municipal Systems Act (Act No.32 of 2000), the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the
municipal entity's supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Iregular
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is
subsequently accounted for as revenue in the Statement of Financial Performance.

1,14 FRUITLESS AND WASTEFUL EXPENDITURE

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avaided had reasonable care
been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the Statement of Financial Performance
and where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance.

1.15 PROVISIONS

Provisions are recognised when the municipa! entity has a present or constructive obligation as a resuli of past events, it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate of the provision can be made.



1,18

The finance charges resulting from the finance lease are expensed, through the Statement of Financial Performance, as they
accrue. The finance cost accrual is determined using the effective interest method.

The lease expense recognised for operating leases is charged to the Statement of Financial Performance on a straight-line
basis over the term of the relevant lease. To the extent that the straight-lined lease payments differ from the actual lease
payments the difference is recognised in the Statement of Financial Position as either lease payments in advance (operating
lease asset) or lease payments payable (operating lease liability) as the case may be. This resulting asset and / or liability is
measured as the undiscounted difference between the straight-line lease payments and the contractual lease payments,

DERECOGNITION

The finance lease liabilities are derecognised when the entity's obligation 1o settie the liability is extinguished. The assets
capitalised under the finance lease are derecognised when the entity no longer expects any economic benefits or service
potential to flow from the asset.

The operating lease liability is derecognised when the entity's obligation to settle the liability is extinguished. The operating
lease asset is derecognised when the entity no longer anticipates economic benefits to flow from the asset.

MUNICIPAL ENTITY AS A LESSOR

RECOGNITION

For those leases that meet the definition of a finance lease, where the entity is the lessor, the entity derecognises the asset
subject to the lease al the inception of the lease. Along with the derecognition of the asset the entity recognises a finance
lease receivable, Finance lease income is allocated to between the finance lease receivable and finance income using the
effective interest rate method and the resulting finance income is recognised in the Statement of Financial Performance as it
8CCrues.

For those leases classified as operating leases the asset subject to the lease is not derecognised and no lease receivable is
recognised at the inception of the lease. Lease payments received under an operating lease are recognised as income, in the
Statement of Financial Performance, in the period that the income accrues.

The determinalion of whether an arrangement is, or contains, a lease is based on the subslance of the arangement at
inception date; namely, whether fulfiiment of the arrangement is dependent on the use of a specific asset or assets or the
arranaement convevs a riaht to use the asset.

MEASUREMENT

Finance lease receivables are recognised at an amount equal to the entity's net investment in the lease. This net investment in
the lease is calculated as the sum of the minimum future lease payments and unguaranteed residual value discounted over
the lease term at the rate implicit in the lease.

Rental Income from operating leases is recognised on a straight-line basis over the term of the relevant lease. The difference
between the straight-lined lease payments and the contractual lease payments are recognised as either an operating lease
asset or operating lease liability. An operating lease liability is raised to the extent that lease payments ate received in
advance (i.e. the straight-line lease payments are more than the contractual lease payments). The operating lease asset and /
or operating lease liability are measured as the undiscounted difference between the straight-line lease receipts and the
contractual lease receipts.

DERECCGNITION

Finance lease receivables are derecognised when the entity's right to the underlying cash fiows expire or when the entity no
longer expects economic benefits to flow from the finance lease receivable.

Operating lease liabilities are derecognised when the entity’s obligation to provide economic benefits or service potential under
the lease agreement expires. Operating lease assets are derecognised when the entily’s right to the underlying cash flows
expire or the entity no longer expects economic benefits to flow from the operating lease asset.

REVENUE

REVENUE FROM EXCHANGE TRANSACTIONS

Revenue from exchange transactions refers to revenue that accrues to the entity directly in return for services rendered or
goeds sold, the value of which approximates the consideration received or receivable, excluding indirect taxes, rebates and
discounts.

RECOGNITION

Revenue from exchange transactions is only recognised once all of the following criteria have been satisfied:
a) The entity retains neither continuing managerial involvement to the degree usually associated with ownership nor effective
control over the goods sold;

b} The amount of revenus can be measured reliably; and



Borrowing costs that are directly atiributable to the acquisition, construction or production of qualifying assets are capitalised to
the cost of that asset unless it is inappropriate to do so. The municipal entity ceases the capitalisation of borrowing costs when
substantially all the activities to prepare the asset for its intended use or sale are complete. It is considered inappropriate to
capilalise borrowing costs where the link between the funds borrowed and the capital asset acquired cannot be adequately

astablished. Bomowing costs incurred other than on qualifying assets are recognised as an expense in surplus or deficit when
incurred.

1,20 RETIREMENT BENEFITS
SHORT TERM EMPLOYEE BENEFITS

Short term employee benefits encompasses all those benefits that become payable in the short term, i.e. within a financial

year or within 12 months after the financial year. Therefore, short term employee benefits include remuneration, compensated
absences and bonuses.

Short term employee benefits are recognised in the Statement of Financial Performance as services are rendered, excepl for
non-accumulating benefits, which are recognised when the specific event oceurs. These short term employee benefits are
measured at their undiscounted costs in the period the employee renders the related service or the spegific event ocours.

1,21  IMPAIRMENT OF NON-FINANCIAL ASSETS

RECOGNITION

The entity assesses at each reporting date whether there s an indication that an asset may be impaired. Where the carrying
amount of an asset exceeds ils recoverable amount {or recoverable service amount in the case of non-cash-generating
assets), the asset is considered impaired and is written down to its recoverable amount (or recoverable service amount.

MEASUREMENT

An asset’s recoverable amount (or recoverable service amount) is the higher of an asset's or cash-generating unit's fair value
less costs to sell and its value-in-use. This recoverable amount (or recoverable service amount) is determined for individual
assets, unless those individual assets are part of a larger cash generating unit, in which case the recoverable amount (or
recoverable service amount} is determined for the whole cash generating unit.

An asset is part of a cash generating unit where that asset does not generate cash inflows that are largely independent of
those from cther assets or group of assets.

In determining the recoverable amount (or recoverable service amount) of an asset the entity evaluates the assets to
determine whether the assets are cash generating assets or non-cash generating assets.

For cash generating assets the value in use is determined as a function of the discounted future cash flows from the asset. In
assessing value-in-use for cash-generating assets, the estimated fulure cash flows are discounted to their present value using
a discount rate that reflects current market assessments of the time value of money and the risks specific to the asset. In
determining fair value less costs to sell, other fair value indicalors are used.

Where the asset is a non-cash generating asset the value in use is determined through depreciated replacement cost,

restoration cost approach or service units approach. The decision to the approach to use is dependent on the nature of the
identified impairment.

Impairment losses of continuing operations are recognised in the Statement of Financial Performance in those expense
categories consistent with the function of the impaired asset.

REVERSAL OF IMPAIRMENT

A previously recognised impairment loss is reversed only if there has been a change in the assumptions used to determine the
asset's recoverable amount since the last impairment Ioss was recognised. The reversal is limited so that the carrying amount

of the asset does not exceed its recoverable amount, nor exceed the carrying amount that would have been determined, net of
depreciation, had no impairment loss been recognised for the asset in prior years. Such reversal is recognised in the

Statement of Financial Performance unless the asset is carried at a revalued amount, in which case the reversal is treated as
a revaluation increase.

IMPAIRMENT OF SPECIFIC NON-FINANCIAL ASSETS

PROPERTY, PLANT AND EQUIPMENT
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Events after reporting date

Events after reporting date are those events, both favourable and unfavourable, that occur between the reporting date and the date
when the financial statements are authorised for issue. Two types of avents can be identified:

- those that provide evidence of conditions that existed at the reporting date (adjusting events after reporting date); and

- thase that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting date).

The municipal entity will adjust the amount recognised in the financial statements to reflect adjusting events after the reporting date
onhce the event occurred,

The municipal entity will disclose the nature of the event and an estimate of its financial effect or a statement that such estimate
cannot be made in respect of all material non-adjusting events; where non-disclosure could influence the economic decisions of
users taken on the basis of the financial statements.

Commitments

Commitments are future expenditure to which the municipality committed and that wilk result in the outflow of resources.
Commitments are not recognised in the statement of financial position as a liability or as expenditure in the statement of financial
performance, but are included in the disclosure notes. A distinction is made between capital and operating commitments.

Items are classified as commitments when an entity has committed itself to future transactions that will normally result in outflow of
cash.

Disclosures are required in respect of unrecognised contractual commitments. Commitments for which disclosure is necessary to
achieve a fair presentation should be disclosed in a note to the financial statements, if both the following criteria are met.

- Contracts should relate to something other than the routine, steady, state business of the entity - therefore salary commitmants
relating to employment contracts or social security benefit commitments are excluded.

Related parties

The municipal entity operates in an economic sector currently dominated by entities directly or indirectly owned by the South
African Government. As a consequence of the constitutional independence of the three spheres of government in South
Africa, only entities within the national sphere of government are related parties.

A related parly is a person or an entity with the ability to control or jointly control the other party, or exercise significant
influence over the other party, or vice versa, or an entity that is subject to common control, or joint contral.

Management are those persons responsible for planning, directing and controlling the activities of the municipal entity,
including those charged with the governance of the municipal entity in accerdance with legislation, in instances where they are
required to perform such functions.

Close members of the family of a person are considered to be those family members who may be expected to influence, or be
influenced by, that management in their dealings with the municipal entity.




South Coast Development Agency NPC
Notes to The Annual Financial Statements
for the year ended 30 June 2016

Note 2016 2015
R R
2 CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of the following:
Cash on hand 2000 925
Cash at bank 8485 132 358
Call deposits 4 050 763 -

4 061 247 133 283
The Municipal entity has the following bank acecounts: -
Current Account (Primary Bank Account
Absa Bank: Account Number 4057525673 8 485 132 358
Cash book balance at beginning of year 132 358 113 359
Cash book balance at end of year 8 485 132 358
Bank statement balance at beginning of year 132 358 113 359
Bank statement balance at end of year 8 485 132 359
Call deposlts
Investec Bank: Account Number 1100484451450 1407 931
Investec Bank: Account Number 1100484451452 642 832 -
Investec Bank: Account Number 1100484451499 2 000 000
Investec Bank: Account Number 1100484451500 -
Cash book balance at beginning of year 1616 158
Cash book balance at end of year 4 050 763 -
Bank statement balance at beginning of year - 1616 158
Bank statement balance at end of year 4 050 763 -
Cash on hand 2 000 925
Total cash and cash equivalents 4 061 247 133 283
Total bank overdraft - -

3 TRADE AND OTHER RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS

Grants 1800000
Other debtors 16 000

Total 16 000 1 800 000




5 INTANGIBLE ASSETS

5 Reconciliation of carrying value

as at 1 July 2015
Cost
Accumulated amortisation and impairment losses

Acquisitions
Amortisation

Carrying value of disposals
Cost
Accumulated amortisation

Impairment loss/Reversal of impairment loss
Transfers
Other movements

as at 30 June 2016
Cost
Accumulated amortisation and impairment losses

5 Reconciliation of carrying value

as at 1 July 2014
Cost
Accumulated amortisation and impairment losses

Acquisitions
Amortisation

Carrying value of disposals
Cost
Accumulated amortisation

Impairment loss/Reversal of impairment [oss
Transfers
Other movements

as at 30 June 2015
Cost
Accumulated amortisation and impairment losses

South Coast Development Agency NPC
NOTES TO THE FINANANCIAL STATEMENTS
for the year ended 30 June 2016

Note 2016 2015
R R
Computer Software Other* Total
R R R
24 263 24 263
52 387 52 387
(28 124) (28 124)
(2 938) (2 938)
21325 21325
52 387 52 387
{31 062) (31 062)
Computer Software Other* Total
R R R
27 B8s 27 838
52 387 52 387
{24 499) (24 499)
{3 625) (3 625)
24 263 24 263
52 387 52 387
{28 124) (28 124)
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INTEREST EARNED - EXTERNAL INVESTMENTS

Bank
Total interest

GOVERNMENT GRANTS AND SUBSIDIES

Grants - Hibiscus Coast Municipallty
Grants - Ugu District Municipality

Grants - Ugu South Coast Tourism

Total Government Grant and Subsidles

OTHER INCOME

Other income
Total Other Income

EMPLOYEE RELATED COSTS

Salaries and Wages

Contributions for UIF, pensians and medical aids
Leave pay

Total

South Coast Development Agency NPC
NOTES TO THE FINANANCIAL STATEMENTS
for the year ended 30 June 2016

Remuneration of the Chief Executlve Officer - G Mazibuko

Annual Remuneration

Travel, motor car, accommodation, subsistence and other allowances

Gontributions to LIF, Medical and Pension Funds
Leave pay
Total

Remuneration of the Chief Executive Officer (Acting) - EJ Crutchfield

Annual Remuneration
Contributions to WIF, Medical and Pension Funds
Total

Remuneration of General Manager: Finance and Hurnan Resources - KMN Duma

Annual Remuneratlon

Travel, motor car, accommodation, subslstence and other allowances

Cantributions to UIF, Medical and Pension Funds
Leave pay
Total

Remuneration of General Manager: Project Manager - S Chagi

Annual Remuneration

Travel, motor car, accommodation, subsistence and other allowances

Contributions to UIF, Medical and Pension Funds
Leave pay
Total

DIRECTORS' FEES

Directors’ Remunaration
Total

For services as directors
8 Madikiza

3J Nzimande
3D Diomo

EJ Crutchfield

C van der Slikke
N Zamisa

VK Naidoa

ZP Mthuli

HT Shezi

LG Shezi

EM Zungu

B Zulu

Total

DEPRECIATION AND AMORTISATION EXPENSE

Note

2018 2015
R R
138 555 38 878
138 555 38 478

1 600 000 1 600 000

5 250 000 5 000 000
31 743 -

6 881 743 6 600 000
79174 85 523
79174 85 523

3009 650 2409 083

164 722 954 427
140 433 72 927
3314 805 3436 437
589 489
135 684
100 024
- 40 026
. 866 223
846 689
8 267 -
856 556 .
264 486 489 742
75 481 136 076
21707 54472
96 021 -
457 695 680 200
257 241 477 819
80614 154 122
24016 49 805
44 412 -
406 283 681 746
437 091 300 413
437091 300 413
. 44 700
48 000 38 426
98 965 44 687
. 70148
45500
. 56 954
57 522 ;
39 406 -
52973 -
62 210 -
43530 -
34 486 -
437 091 300 412
— M
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South Coast Development Agency NPC
NOTES TO THE FINANANCIAL STATEMENTS
for the year ended 30 June 2016

Note 2016 2015
R ]
Written off by the Board 6141) (54 640)
To be recovered — contingent asset - -
Fruitiess and wasteful expenditure awaiting condonement - -
Incident Disclplinary steps/criminal
preceedings
Late cancellations No disciplinary steps were taken. 880 .
Penallies and interest on late paymenis No disciplinary steps were laken. 5161 412
Irregular expenditure
Reconciliation of irregukar expenditure
Opening balance 1679631 2428 582
Iregular expenditure current yaar 37 384 2386 435
Written off by the Board {1679 631) (3 135 386)
Transfer to receivables for recovery — not condoned - -
Iregular expenditure awaiting condonement 37 384 1679 631
Incldent Disclplinary steps/criminal
proceedings
Non-adherence to Supply Chain process No disciplinary steps were taken. 37 384 2 386435
Sectlon 36 Devlations
Sole supplier - s36(1)}a)i) 15 860 12934
Impractical or impossible to follow the official procurement process - S36(1)a)(v) 330 975 -
Total 355 945 12934
ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT
ACT
Contributlens to organised local governiment
Opening balance
Council subscriptions
Amount paid - current
Amount paid - previous years - -
Balance unpaid {included In payables) . B
Audit fees
Opening balance 19 335 1154
Current year audit fea 366 125 338 669
Amount paid - current year (352 448) (319 334)
Amount paid - previous years (19 335) {1 154)
Balance unpald {Included in payables) 3679 19 335
VAT
VAT input receivables and VAT output payables are shown in note 7. All VAT returns
have been submitted by the due date throughout the year.
PAYE and UIF
Opening balance
Current year payroll deductions 827 858 680 293
Amount paid - current year {827 858) (680 293)
Amount paid - previous years - -
Balance unpald {Included In payables) - .
Pension and Medical Ald Deductions
Opening balance - .
Current year payroll deductions and company Contributions 225 454 274 134
Amount paid - current year (225 464) (274 134)

Amount pald - previous years
Balance unpaid (Included in payables)

Operatihg leases commitments

At the reporting date the entity has outstanding commitments under operating leases
which fall due as follows:

Operating leases - leggsee
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South Coast Development Agency NPC
NOTES TO THE FINANANCIAL STATEMENTS
for the year ended 30 June 2016

Note

RISK MANAGEMENT
Maximum credlit risk exposure

Credit risk consists mainly of cash deposits and cash equivalents. The entity only
deposits cash with major banks with high quaiity credit standing and limits exposure to
any one counter-party.

The municipal entity has a sound credit control and debt collection policy and obtains
callateral, where appropriate, as a means of mitigating the risk of fnancial loss from
defaults. The municipal entity uses other publicly available financia! information and its
own trading records to assess its major customers. The municipal entity's exposure of its
counterparties are monitored regularly.

Financial assets exposed to credit risk at year end were as follows:
Cash and cash equivalents

These balances represent the maximum exposure to credit risk.
Liquidity risk

The municlpal entity’s risk to liquidity is a result of the funds available to cover future
commitments. The municipal entity manages liquidity risk through an angeing review of
future commitments and credit facilities.

Cash flow forecasis are prepared and adequate utilised borrowing facilities are
monitored.

The table below analyses the municipal entity's financial liabilities into relevant maturity
groupings based on the remaining peried at the Statement of Financial Position to the
contraciual maturity date. The amounts disclosed in the table are the contractual
undiscounted cash flows.

2017
Trade and other payables

Interest rate risk
As the municipal entity has no significant interest-bearing assets, the municipal entity’s
income and operating cash flows are substantially independent of changes In market

interest rates.

Going concemn

The annual financial statements have been prepared on the basis of accounting policies applicable o a going concern. This
basis presumes that funds will be available o finance future operations and that the realisation of assets and settlement of

liabilities, contingent obligations and commitments will occur in the ordinary course of business,
The municipal entity's current assets exceed its current liabilities and has accumulated surplus of R3 335 959.

2016 2015
R R
4 061 247 133 283

Later than one
month and not
Not later than one later than three
month months
117 439
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