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8. Receivables from exchange transactions

Gross balances
Water rates
Water
Sewerage
Other trade

Less: Allowance for impairment
Water rates

Water

Sewerage

Other trade

Net balance
Water rates
Water
Sewerage
Other trade

Water rates

Current (0 -30 days)
31 -60 days

61 - 90 days

+90 days

Water

Current (0 -30 days)
31 -60 days

61 - 90 days

+90 days

Sewerage

Current (0 -30 days)
31-60 days

61 - 90 days

+90 days

Other trade
+90 days

The management of the municipality is of the opinion that the carrying trade value of receivables approximate their fair values.
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8. Receivables from exchange transactions  (continued)

Reconciliation of allowance for impairment
Balance at beginning of the year
Contributions to allowance

Debt impairment written off against allowance
Reversal of allowance

The prior year comparative balances have been accordingly restated retrospectively. (See note: 46)
9. Cash and cash equivalents
Cash and cash equivalents consist of:
Bank balances

Short-term deposits

Other cash and cash equivalents
Bank overdraft

Current assets
Current liabilities

For the purposes of the Statement of Financial Position and the Cash Flow Statement, cash and cash equivalents include
cash-on-hand, cash in banks and investments in money market instruments, net of outstanding bank overdrafts.

Credit quality of cash at bank and short term deposits, excluding cash on hand

The credit quality of cash at bank and short term deposits, excluding cash on hand that are neither past due nor impaired can
be assessed by reference to external credit ratings (if available) or historical information about counterparty default rates:

Credit rating

Long-term (AAA) Short-term (F1+)
Long-term (AA) Short-term (F1+)
Long-term (A+) Short-term (F1)
Other
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9. Cash and cash equivalents (continued)
The municipality had the following bank accounts

Bank statement balances Cash book balances
30 June 2015 | 30 June 2014 30 June 2013 | 30 June 2015 30 June 2014 | 30 June 2013

Account number / description

ABSA BANK - Port Shepstone -
Account Number 406 668 6529
(Primary Bank Account):

ABSA BANK - Port Shepstone -
Account Number 406 668 6472
(General Bank Account):

ABSA BANK - Port Shepstone -
Account Number 406 668 6294
(Collection Account):

ABSA BANK - Port Shepstone -
Account Number 406 671 0647
(Consumer Deposits Bank
Account):

ABSA BANK - Port Shepstone -
Account Number 406 660 3763
(Salaries Account):

ABSA BANK - Port Shepstone -
Account Number 406 757 0977
(Sanlam Group Life Account):
ABSA BANK - Port Shepstone -
Account Number 406 668 6367
(MIG Project Account):

ABSA BANK - Port Shepstone -
Account Number 407 187 0797
(Disaster Account):

ABSA BANK - Port Shepstone -
Account Number 407 198 0239
(Market Account):

ABSA BANK - Port Shepstone -
Account Number 407 626 7341
(EFF Bank Account):

ABSA BANK - Port Shepstone -
Account Number 407 755 1917
(Conditional Grants Account):

Total

The municipality did not pledge any of its cash and cash equivalents as collateral for its financial liabilities.
No restrictions have been imposed on the municipality in terms of the utilisation of its cash and cash equivalents.

10. Investment property

Economic entity 2015 2014

Investment property
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10. Investment property (continued)
Controlling entity 2015 2014

Investment property

The Municipality has classified the Ugu Fresh Produce Market as investment property in terms of its asset management policy.
The property is situated at Bhobhoyi — in the Port Shepstone Town Planning Scheme, lot no 3249 and measures approximately
85 000 square metres. The market offers 18 vendor stalls for retailers, refrigerated storage, a wholesale/agents sales hall, a
state-of-the-art multi-purpose ripening facility, an office block, ample parking space, a taxi rank and plenty ablution facilities.
The whole facility is secured with 24-hour security guards.

The municipality uses the fair value model to value its investment properties. For the year ending 30 June 2015 a fair value
assessment was undertaken by Pierre Rynners Valuers. The valuation methodology applied is the income capitalisation
approach, were by the net rental income is capitalised at an appropriate rate, in order to arrive at an estimate of market value.
A fair value adjustment has been affected in the financial statements valuation.

Reconciliation of investment property - Economic entity - 2015

Investment property

Reconciliation of investment property - Economic entity - 2014

Investment property

Reconciliation of investment property - Controlling entity - 2015

Investment property

Reconciliation of investment property - Controlling entity - 2014

Investment property

Fair value of investment properties
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10. Investment property (continued)
Pledged as security
No investment properties have been pledged as collateral for liabilities of the municipality.

Revenue and expenditure disclosed in the Statement
of Financial Performance include the following:

Rental revenue earned from Investment Property
Direct operating expenses
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11. Property , plant and equipment (continued)
Depreciation rates

The depreciation methods and average useful lives of property, plant and equipment have been assessed as follows:
Item Depreciation method Average useful life

Land

Buildings

Furniture and fixtures

Motor vehicles

Office equipment

IT equipment

Infrastructure - Security measures
Infrastructure - Sewerage
Infrastructure - Water

Community

Other property, plant and equipment
Other assets

Sports facilities

Other facilities

Specialised vehicles

A register containing the information required by section 63 of the Municipal Finance Management Act is available for
inspection at the registered office of the municipality.

Owner-occupied property transferred to investment property

The municipality had taken a decision in the 2014/15 financial year that Ugu Sports and Leisure, previously owner occupied
and carried under the cost model, will as at 01 March 2015 will be held to earn rentals and should therefore be transferred to
investment property carried under the fair value model.

Ugu Sports and Leisure
Cost
Accumulated depreciation and impairment losses

Opening Balance
Depreciation
Impairment loss

Carrying amount of transfers

Cost
Accumulated depreciation and impairment losses

Transfer to investment property  (See note 10)

Land (Ugu Sports and Leisure)
Cost

Total assets transferred from PPE to Investment Property
Cost
Accumulated depreciation and impairment losses

Total transfer to investment property  (See note 10)
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12. Intangible assets
Economic entity 2015 2014

Computer software
Website and software
Other intangible assets

Total

Controlling entity 2015 2014

Computer software
Other intangible assets

Total

Reconciliation of intangible assets - Economic entity - 2015

Computer software
Website and software
Servitudes

Reconciliation of intangible assets - Economic entity -2014

Computer software
Website and software
Servitudes

Reconciliation of intangible assets - Controlling entity -2015

Computer software
Servitudes
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12. Intangible assets (continued)

Reconciliation of intangible assets - Controlling entity -2014

Computer software
Servitudes

The amortisation expense has been included in the line item “Depreciation and amortisation” in the Statement of Financial
Performance (see note 30)

Pledged as security

No intangible assets have been pledged as security for any liabilities of municipality.

Restrictions

The following restrictions apply to Intangible Assets:

- Financial Software:

(i) The system is non-assignable, non-transferable, and the municipality has no exclusive rights to use the system
(il) The system may be used on only one database at any one time.

(iii) The municipality, as the licensee, shall not grant usage of, or distribute, the system in its original or modified form, to a third
party for the third party’s benefit.

(iv) The municipality has no intellectual property rights to the system.
Refer to Appendix “B” for more detail on Intangible Assets.
Significant intangible assets

Significant Intangible Assets, that did not meet the recognition criteria for Intangible Assets as stipulated in IAS 38 and SIC 32,
are the following:

(i) Website Costs incurred during the last two financial years have been expensed and not recognised as intangible assets. The
municipality cannot demonstrate how its website will generate probable future economic benefits.

Intangible assets with indefinite lives:
The following classes of Intangible Assets are not amortised as they are regarded as having indefinite useful lives:

Carrying value of servitudes: sewerage distribution
Carrying value of servitudes: water reticulation

Total carrying amount of intangible assets with
indefinite useful lives

Servitudes are regarded as having indefinite useful lives as they are registered permanently, the agreements not having a
maturing date.
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13. Investments

Name of company Held by

Ugu South Coast Tourism (Pty) Ltd Ugu District Municipality
South Coast Development Agency NPC Ugu District Municipality

Grants allocated to the entities:
Ugu South Coast Tourism (Pty) Ltd
South Coast Development Agency NPC

The carrying amounts of controlled entities are shown net of impairment losses.
The municipality exercises control in the following companies:

Ugu South Coast Tourism (Pty) Ltd is located and commencing its operations on 1 July 2009 in the Ugu District Municipal area,
where the value of the investment is considered to be R100, being the issued share capital; and

South Coast Development Agency, Hibiscus Coast Local Municipality has entered in a Memorandum of Understanding to
transfer of this company to Ugu District Municipality as from 01 July 2014.

All thirteen members serving on the board of directors of the municipal entity are nominated by the municipality’s executive
committee (13/13 = 100.00%).

14. Long-term liabilities

At amortised cost
Annuity loans

Annuity loans are repaid over periods varying from 1 to 15 (2014: 1 to 16) years and at interest rates varying from 2,65% to
11,51% (2014: 2,65% to 11,5%) per annum. Annuity loans are not secured.

Refer to Appendix “A” for more detail on external loans.

Non-current liabilities
At amortised cost - Annuity loans

Current liabilities
At amortised cost - Annuity loans
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15. Finance lease obligation

Minimum lease pay ments due
- within one year
- in second to fifth year inclusive

less: future finance charges

Present value of minimum lease payments

Present value of minimum lease payments due
- within one year
- in second to fifth year inclusive

Non-current liabilities
Current liabilities

It is economic entity policy to lease certain motor vehicles and equipment under finance leases.

Economic entity

Controlling entity

The average lease term was 1 (2014: 2) years and the average effective borrowing rate was 6,6% (2014: 6,6%).

Interest rates are linked to prime at the contract date. All leases have fixed repayments and no arrangements have been

entered into for contingent rent.

The economic entity's obligations under finance leases are secured by the lessor's charge over the leased assets. Refer note

11.
16. Payables from exchange transactions

Trade payables
Other creditors
Retentions
Projects

Staff bonuses

The prior year comparative balances have been accordingly restated retrospectively. (See note: 46)

17. VAT pay able

Tax refunds payables

VAT is payable on the payments basis. Once payment is received from customers/receivables, VAT is paid over to SARS.

No interest is payable to SARS if the VAT is paid over timeously, but interest for late payments is charged according to SARS
policies. The municipality has financial risk policies in place to ensure that payments are effected before the due date.
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18. Consumer deposits

Water

Guarantees held in lieu of water deposits

19. Unspent government grants and receipts
Unspent conditional grants and receipts comprises of:

Unspent conditional grants and receipts
National government grants

Provincial government grants

Other spheres of government

The nature and extent of government grants recognised in the consolidated financial statements and an indication of other
forms of government assistance from which the economic entity has directly benefited; and

Unfulfilled conditions and other contingencies attaching to government assistance that has been recognised.
These amounts are invested in a ring-fenced investment until utilised.

Refer to appendix "F" for more detail on conditional grants.
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20. Provisions

Reconciliation of provisions - Economic entity - 2015

Current portion of post-retirement medical aid benefits liability
Current portion of long-service awards

Performance bonus provision

Leave pay provision

Reconciliation of provisions - Economic entity -2014

Current portion of post-retirement medical aid benefits liability
Current portion of long-service awards

Performance bonus provision

Leave pay provision

Reconciliation of provisions - Controlling entity -2015

Current portion of post-retirement medical aid benefits liability
Current portion of long-service awards

Performance bonus provision

Leave pay provision

Reconciliation of provisions - Controlling entity - 2014

Current portion of post-retirement medical aid benefits liability
Current portion of long-service awards

Performance bonus provision

Leave pay provision
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21. Retirement benefit liabilities
Post retirement health care benefits liability
Post-retirement health care benefits liability

Reported opening balance
Prior year correction of error

Balance at beginning of year
Contributions to provision

Balance at beginning of the year
Transfer to current provisions
Actuarial Loss/ (Gain)

Total

The municipality provides certain post-retirement health care benefits by funding the medical aid contributions of qualifying
retired members of the municipality. According to the rules of the medical aid funds, with which the municipality is associated, a
member is entitled to continue as a member of such medical aid fund on retirement, in which case the municipality is liable for
a certain portion of the medical aid membership fee. The municipality operates an unfunded defined benefit plan for these
qualifying employees. No other post-retirement benefits are provided to these employees.

The most recent actuarial valuations of plan assets and the present value of the defined benefit obligation were carried out at
30 June 2015 by Mr C Weiss, Fellow of the Actuarial Society of South Africa. The present value of the defined benefit
obligation, and the related current service cost and past service cost, were measured using the projected unit credit method.

The members of the post-employment health care benefit plan are made up as follows:

In-service members (employees)
Continuation members

Total

The unfunded liability in respect of past service has been estimated as follows:

In-service members
Continuation members

The current-service cost for the year ending 30 June 2015 is estimated to be R610 859, whereas the cost for the ensuing year
is estimated to be R746 952 (30 June 2014: R633 146 and R610 859 respectively).

Key assumptions used
The principal assumptions used for the purposes of the actuarial valuations was as follows:
Discount rates

Health care cost inflation
Net effective discount rate

Expected retirement age - females

Expected retirement age - males
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21. Retirement benefit liabilities  (continued)

Movements in the present value of the defined benefit obligation were as follows:

Balance at beginning of the year
Current service costs

Interest cost

Benefits paid

Actuarial loss / (gain)

Balance at end of the year

The amounts recognised in the Statement of Financial Performance are as follows:

Current service cost
Interest cost
Actuarial losses/ (gains)

The history of experienced adjustments is as follows:

Present value of defined benefit
obligation

Deficit
Experienced adjustments on pla

Other assumptions
The effect of a 1% movement in the assumed rate of health care cost inflation is as follows:
2015

Effect on the aggregate of the current service cost and the

interest cost
Effect on defined benefit obligation

2014

Effect on the aggregate of the current service cost and the
interest cost
Effect on defined benefit obligation

The municipality expects to make a contribution of R3,077 million (2014: R3,224 million) to the defined benefit plans during the
next financial year.
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22. Other long-term employee benefits

Provision for long-service awards

The movement in non-current provisions are reconciled as follows:

Long-term service
Balance at beginning of year
Contributions to provision

Transfer to current provisions

Balance at end of year

A long-service Award is payable after 10 years of continuous service and every 5 years thereafter to employees. The provision
is an estimate of the long-service based on historical staff turnover. No other long-service benefits are provided to employees.

The most recent actuarial valuations of plan assets and the present value of the defined benefit obligation were carried out at
30 June 2015 by Mr C Weiss, Fellow of the Actuarial Society of South Africa. The present value of the defined benefit
obligation, and the related current service cost and past service cost, were measured using the projected unit credit method.

At year-end, 858 (2014: 835) employees were eligible for long-service awards.

The current-service cost for the year ending 30 June 2015 is estimated to be R1 224 950, whereas the cost for the ensuing
year is estimated to be R1 560 803 (30 June 2014: R1 107 699 and R1 224 950 respectively).

The principal assumptions used for the purposes of the actuarial valuations were as follows:
Discount rates used
Cost inflation rate

Expected retirement age - females

Expected retirement age - males

Movements in the present value of the defined benefit obligation were as follows:

Balance at beginning of the year
Current service cost

Interest cost

Benefits paid

Actuarial losses / (gains)

Present value of fund obligation at end of the year

The history of experienced adjustments is as follows:

Present value of defined benefit
obligation

Deficit

Unrecognised actuarial gains/
(losses)

Total post-retirement benefit
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22. Other long-term employee benefits (continued)

In accordance with the transitional provisions for the amendments to IAS 19 employee benefits in December 2004, the
disclosures above are determined prospectively from the 2006 reporting period.

The effect of a 1% movement in the assumed rate of long service cost inflation is as follows:
2015
Effect on the aggregate of the current service cost and the

interest cost
Effect on defined benefit obligation

2014

Effect on the aggregate of the current service cost and the
interest cost
Effect on defined benefit obligation

The municipality expects to make a contribution of R2 434 719 (2014: R2 178 800) to the defined benefit plans during the next
financial year.

23. Service charges

Sale of water
Sewerage and sanitation charges

24. Rental of facilities and equipment

Premises
Rental of premises

Facilities and equipment
Rental of facilities

25. Other revenue

Revaluation reserve / Assets acquired at no cost
Administration fees

Building plan fees

Connection fees

Other revenue

Atmospheric emissions licenses

Reconnection fees

Tender deposits

Water rates certificates

Developers fees
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26. Interest received

Interest revenue

Short-term investments

Bank

Interest charged on trade and other receivables
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27. Government grants and subsidies

Operating grants
National equitable share
Levies replacement
Other grants

Capital grants

National: MIG grant

National: FMG grant

National: DEAT grant

National: Local Government grant

National: DWAF grant

Provincial: Department of Cooperative Governance and
Traditional Affairs grant

Provincial: Department of Public Works grant
Provincial: Human Sattlement and Rural Development
grant

Provincial: Department of Transport grant
Development Bank of Southern Africa

Equitable Share

Current-year receipts
Conditions met transferred to revenue: operating expenses

In terms of the Constitution, this unconditional grant is used primarily to subsidise the provision of basic services to the
community. All registered indigents receive a monthly subsidy towards the cost of basic services, which is funded from this
grant.

National: Municipal Infrastructure Grant (MIG)

Current-year receipts

Conditions met - transferred to revenue: operating
expenses

Conditions met - transferred to revenue: capital
expenses

Conditions still to be met - remain liabilities (see note 19).

The Financial Management Grant is paid by National Treasury to municipalities to help implement the financial reforms
required by the Municipal Finance Management Act (MFMA), 2003. The FMG Grant also pays for the cost of the Financial
Management Internship Programme (e.g. salary costs of the Financial Management Interns). No funds were withheld.

National: Finance Management Grant (FMG)

Balance unspent at beginning of year
Current-year receipts
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27. Government grants and subsidies  (continued)
Conditions met - transferred to revenue: operating
expenses

Conditions still to be met - remain liabilities (see note 19).

The Financial Management Grant is paid by National Treasury to municipalities to help implement the financial reforms
required by the Municipal Finance Management Act (MFMA), 2003. The FMG Grant also pays for the cost of the Financial
Management Internship Programme (e.g. salary costs of the Financial Management Interns).

National: Economic Affairs and Tourism Grant (DEAT)
Balance unspent at beginning of year

Conditions met - transferred to revenue: operating
expenses

Conditions still to be met - remain liabilities (see note 19).

The European Community represented by the Department of Economic Development (Gijima KZN) awarded the grant for the
implementation of the action entitled "Strengthening the LED Enabling Environment".

National: Local Government Grant

Balance unspent at beginning of year
Current-year receipts

Conditions met - transferred to revenue: operating
expenses

Conditions met - transferred to revenue: capital
expenses

Correction of prior year error - Conditions met -
transferred to revenue: operating expenses
Transfers withheld during the year

Conditions still to be met - remain liabilities (see note 19).

Various grants are paid by National Local Government to help implement the IDP, PMS, Sports Stadium and financial reform
initiatives as required by the Municipal Finance Management Act (MFMA), 2003 and the Municipal Systems Act (MSA),2000.

National: Department of Water Affairs and Forestry Grant (DWAF)

Balance unspent at beginning of year
Current-year receipts

Conditions met - transferred to revenue: operating
expenses

Conditions still to be met - remain liabilities (see note 19).

DWAF grants are aimed at supplementing municipal budgets to assist with the construction of water delivery infrastructure,
execution of water service delivery and the development of an Asset Management Plan.

Provincial: Department of Cooperative Governance and Traditional Affairs Grant
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27. Government grants and subsidies  (continued)

Balance unspent at beginning of year
Current-year receipts

Conditions met - transferred to revenue: operating
expenses

Conditions met - transferred to revenue: capital
expenses

Conditions still to be met - remain liabilities (see note 19).

Grants received from CoGTA are utilised to assist municipalities in building in-house capacity to perform their functions and
stabilise institutional and governance systems as required by the Municipal Structures Act. They are aimed at supplementing
municipal budgets to assist with the assessment of water service delivery mechanisms, water delivery planning and water
services technical support. Funding was also received to assist with the construction of the Ugu Sports and Leisure Centre.

Provincial: Department of Public Works Grant

Balance unspent at beginning of year
Current-year receipts

Conditions met - transferred to revenue: operating
expenses

Conditions met - transferred to revenue: capital
expenses

Transfers withheld during the year

Conditions still to be met - remain liabilities (see note 19).

This is an incentive grant from Public Works for the promotion of labour intensive projects within the District. No funds were
withheld.

Department of Human Settlement and Public Works
Current-year receipts

Conditions met - transferred to revenue: operating
expenses

Provincial: Department of Transport Grant

Balance unspent at beginning of year
Current-year receipts

Conditions met - transferred to revenue: operating
expenses

Transfers withheld during the year

Conditions still to be met - remain liabilities (see note 19).

This funding was furnished by the KZN Department of Transport to assist with the preparation of a Public Transport Plan as
required by the National Land Transport Transition Act, 2000. No funds were transferred to the municipality for the year under
review.
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27. Government grants and subsidies  (continued)

Development Bank of Southern Africa

Balance unspent at beginning of year

Conditions met - transferred to revenue: operating
expenses

Conditions met - transferred to revenue: capital
expenses

Conditions still to be met - remain liabilities (see note 19).

The purpose of this grant was to assist with the development of business plans for the seven flagship projects in the municipal
area. The objectives of the projects are to enhance rural economic development and broad-based community information
dissemination and empowerment.

Other Government: Industrial Development Corporation
Balance unspent at beginning of year

Conditions met - transferred to revenue: operating
expenses

Conditions still to be met - remain liabilities (see note 19).

The purpose of this grant was to assist with the development of business plans for the seven flagship projects in the municipal
area. The objectives of the projects are to enhance rural economic development and broad-based community information
dissemination and empowerment. No funds were withheld.

Other Sponsors: NPC

Balance unspent at beginning of year
Conditions met - transferred to revenue: operating
expenses

Other Sponsors: National Lottery

Balance unspent at beginning of year
Conditions met - transferred to revenue: operating
expenses

28. Municipal grants

Hibiscus Coast Municipality
Vulamehlo Municipality
Umdoni Municipality
Umzumbe Municipality
Umuziwabantu Municipality
Ezinqgoleni Municipality
Grants - other
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29. Employ ee related costs

Basic

Commissions

Bonus

Medical aid - company contributions
UIF

SDL

Leave pay provision charge
Contribution long service benefits
Other short term costs

Defined contribution plans

Travel, motor car, accommodation, subsistence and
other allowances

Overtime payments

Long-service awards

Acting allowances

Car allowance

Housing benefits and allowances

Remuneration of municipal manager

Annual Remuneration

Car, entertainment, housing, subsistence and other
allowances

Performance Bonuses

Contributions to UIF, Medical and Pension Funds
Backpay

Remuneration of chief finance officer

Annual Remuneration

Car, entertainment, housing, subsistence and other
allowances

Performance Bonuses

Contributions to UIF, Medical and Pension Funds
Backpay

Corporate and human resources (corporate services)

Annual Remuneration

Car, entertainment, housing, subsistence and other
allowances

Performance Bonuses

Contributions to UIF, Medical and Pension Funds
Backpay

Remuneration of general manager: Infrastructure and Economic Development
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29. Employ ee related costs (continued)

Car, entertainment, housing, subsistence and other
allowances

Performance Bonuses

Contributions to UIF, Medical and Pension Funds
Backpay

Remuneration of Senior Manager: Strategy and Shared Services

Annual Remuneration

Car, entertainment, housing, subsistence and other
allowances

Contributions to UIF, Medical and Pension Funds

He resigned on 30 June 2014 and this was converted to senior manager permanent.
Remuneration of general manager: Water Services

Annual Remuneration

Car, entertainment, housing, subsistence and other
allowances

Performance Bonuses

Contributions to UIF, Medical and Pension Funds
Backpay

Included in employee costs are the following amounts paid to s57 employees of the company:

Remuneration of chief executive officer (Ugu South Coast Tourism) (Outgoing)

Annual Remuneration

Performance Bonuses

Contributions to UIF, Medical and Pension Funds
Leave pay

Cellphone allowance

Remuneration of chief executive officer (Ugu South Coast Tourism) (New)

Annual Remuneration

Performance Bonuses

Contributions to UIF, Medical and Pension Funds
Cellphone allowance

Remuneration of general manager: Finance and Human Resources (Ugu South Coast Tourism)

Annual Remuneration

Performance Bonuses

Contributions to UIF, Medical and Pension Funds
Cellphone allowance
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29. Employ ee related costs (continued)

Remuneration of general manager: Development (Ugu South Coast Tourism)

Annual Remuneration

Performance Bonuses

Contributions to UIF, Medical and Pension Funds
Leave pay

Cellphone

Remuneration of chief executive officer (South Coast Development Agency)

Annual Remuneration
Contributions to UIF, Medical and Pension Funds
Travel and housing allowance

Remuneration of general manager: Finance and Human Resources (South Coast Development Agency)

Annual Remuneration
Contributions to UIF, Medical and Pension Funds
Travel and housing allowance

Remuneration of general manager: Projects (South Coast Development Agency)

Annual Remuneration
Contributions to UIF, Medical and Pension Funds
Travel and housing allowance

30. Remuneration of councillors

Mayor

Deputy mayor

Executive committee members

Speaker

Councillors / board members

Company contributions to UIF, medical, and pension
funds

Other allowances (Cellphone, housing, transport etc.)
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30. Remuneration of councillors  (continued)
In-kind benefits

The Councillors occupying the positions of Mayor, Deputy Mayor, Speaker and Executive Committee members of the
municipality serve in a full-time capacity. They are provided with office accommodation and secretarial support at the expense
of the municipality in order to enable them to perform their official duties.

Councillors may utilise official council transportation when engaged in official duties.
The following additional personal support is provided by the municipality:

(iYThe Mayor has one full-time bodyguard and one full-time driver.

(ii)The Deputy Mayor has one full-time aide, fullfilling various personal duties.

(iii) The Speaker has one full-time driver.

For services as directors
EJ Crutchfield - (Ugu South Coast Tourism)
- (South Coast Development Agency)
HR Kelly - (Ugu South Coast Tourism)
PT Jeffreys - (Ugu South Coast Tourism)
J Harris - (Ugu South Coast Tourism)
ZP Ngubane - (Ugu South Coast Tourism)
C Davenhill - (Ugu South Coast Tourism)
WV Mzulwini - (Ugu South Coast Tourism)
S Mdikiza - (South Coast Development Agency)
S Nzimande - (South Coast Development Agency)
S Dlomo - (South Coast Development Agency)
C van der Slikke - (South Coast Development Agency)
N Zamisa - (South Coast Development Agency)

In terms of Section 124(1) of the Municipal Finance Act (Act No. 56 of 2003), the accounting officer certifies that the salaries,
allowances and benefits of the directors as disclosed in this note within the upper limits of the framework envisaged in Section
219 of the Constitution, read with the Remuneration of Public Office Bearers Act, 1998 (Act No. 20 of 1998) and the Minister of
Provincial and Local Government's determination in accordance with this Act.

31. Depreciation and amortisation

Property, plant and equipment
Intangible assets

The prior year comparative balances have been accordingly restated retrospectively. (See note: 46)
32. Impairment of assets
Impairments

Property, plant and equipment
Trade and other receivables
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33. Finance costs

Non-current borrowings
Other interest paid

34. Debt impairment

Bad debts written off

35. Bulk purchases

Water

Bulk purchases are the cost of commodities not generated by the municipality, which the municipality distributes in the
municipal area for resale to the consumers. Bulk water is purchased from the Umgeni W ater Board and eThekwini Municipality.

36. Contracted services

Other contractors
Cleaning services
Professional services

- Chemistry

- Dam safety

- Engineering services
- Other professional services
Security services
-Alarm monitoring

- Cash banking

- General security
Pest control

37. Grants and subsidies paid

Low income subsidy
Community projects
Other grants and subsidy
Other

Conditional grants paid is in respect of projects undertaken by municipalities within the municipality’s area of jurisdiction and
funded by Ugu District Municipality.

Community projects consist primarily of ventilated pit latrines constructed for communities that have no access to sanitation
services. This project is accelerated to deal swiftly with the municipality’s sanitation backlog programme as funded through the
Municipal Infrastructure Grant.

The low income subsidy is in respect of providing basic service levels to indigent households.
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38. General expenses

Accounting fees

Advertising

Auditors remuneration

Accomodation serminars and travelling
Bank charges

Cleaning

Commission paid

Consultant information technology support

Consulting and professional fees
Consumables

Electricity

Entertainment

Events and programmes

Fuel and ol

Gardening services

Insurance

Kwanaloga subscriptions

Loose / small tools

Licences

Marketing

Magazines, books and periodicals
Materials

Other general expenses

Postage and courier

Printing and stationery

Public participation

Property transfers

Research and development costs
Refreshments

Sports and recreation
Subscriptions and membership fees
Telephone and fax

Transport and freight

Training

Uniforms and protective clothing
Vehicle tracking

Workmen's compensation insurance

39. Fair value adjustments

Investment property (Fair value model)

Economic entity Controlling entity
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40. Cash generated from operations

Surplus

Adjustments for:

Depreciation and amortisation

(Loss) gain on sale of assets and liabilities

Loss on disposal of intangible asset

Fair value adjustments

Impairment deficit

Debt impairment

Movements in operating lease assets and accruals
Movements in retirement benefit assets and liabilities
Movements in current provisions

Movements in Non-current provisions

Changes in working capital:

Inventories

Receivables from exchange transactions

Other receivables from non-exchange transactions
Payables from exchange transactions

VAT

Unspent conditional grants and receipts
Consumer deposits

41. Acquisition of Municipal entity

Economic entity Controlling entity

On 1 July 2014, Ugu District Municipality acquired 100% of the net assets of South Coast Development Agency NPC

Property, plant and equipment

Intangible assets

Receivables from exchange transactions
Bank and Cash

Payables from exchange transactions
Provisions

Net assets acquired
Purchase consideration

Cash balance of Municipal Entity
Purchase consideration settled in cash

Cash flow on acquisition of municipal entity

42. Financial instruments disclosure
Categories of financial instruments
Controlling entity - 2015

Financial assets

In accordance with GRAP 104.13 for the financial assets for the municipality are classified as follows:

At fair value At amortised Total
cost
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Financial instruments disclosure  (continued)
Long-term receivables
- Relocation loans
- Sundry loans
Receivables from Exchange Transactions
Sewerage
Other trade receivables
Water
Water rates
Receivables from Non-exchange Transactions
Payments made in advance
Government subsidy claims
Insurance claims
Municipal entities
Sundry deposits
Sundry debtors
Cash and Cash Equivalents
Call deposits
Notice deposits
Bank balances
Cash floats and advances
Current-portion of Long-term Receivables
Relocation loans
Sundry loans

Financial liabilities

In accordance with GRAP 104.13 for the financial liabilities for the municipality are classified as follows:

Annuity Loans

Trade and other payables from exchange transactions
Finance lease liability

Bank overdraft

Controlling entity - 2014
Financial assets

In accordance with GRAP 104.13 for the financial assets for the municipality are classified as follows:

Relocation costs

Sundry loans

Sewerage

Other trade receivables
Water

Water rates

Payments made in advance
Government subsidy claims
Insurance claims

Municipal entities

Sundry deposits
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. Financial instruments disclosure  (continued)
Sundry debtors

Call deposits

Notice deposits

Bank balances

Cash floats and advances

Relocation loans

Sundry loans

Financial liabilities

In accordance with GRAP 104.13 for the financial liabilities for the municipality are classified as follows:

Annuity loans

Finance lease liability

Payables from exchange transactions
Finance lease liability

Bank overdraft

Fair value

The following methods and assumptions were used to estimate the fair value of each class of financial instrument for which it is
practical to estimate such value:

Cash and short-term investments:
The carrying amount approximates the fair value because of the short maturity of these instruments.
Long-term investments

The fair value of some Investments are estimated based on quoted market prices of those or similar investments. Unlisted
equity investments are estimated using the discounted cash flow method.

Loan receivables/payables

Interest-bearing borrowings and receivables are generally at interest rates in line with those currently available in the market on
a floating-rate basis, and therefore the fair value of these financial assets and liabilities closely approximates their carrying
values. Fixed interest-rate instruments are fair valued based on the present value of future principal and interest cash flows,
discounted at the market rate of interest at the reporting date.

Trade and other receivables/payables

The management of the municipality is of the opinion that the carrying value of trade and other receivables recorded at
amortised cost in the annual financial statements approximate their fair values. The fair value of trade receivables were
determined after considering the standard terms and conditions of agreements entered into between the municipality and other
parties as well as the current payment ratio’s of the municipality’s debtors.

Other financial assets and liabilities
The fair value of other financial assets and financial liabilities (excluding Derivative Instruments) is determined in accordance

with generally accepted pricing models based on discounted cash flow analysis using prices from observable current market
transactions and dealer quotes for similar instruments.
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Financial instruments disclosure  (continued)
Long-term liabilities

Management considers the carrying amounts of financial assets and financial liabilities recorded at amortised cost in the
annual financial statements to approximate their fair values on 30 June 2015, as a result of the short-term maturity of these
assets and liabilities.

No financial instruments of the municipality were reclassified during the year
Assumptions used in determining fair value of financial assets and financial liabilities

The table below analyses financial instruments carried at fair value at the end of the reporting period by the level of fair-value
hierarchy as required by GRAP 104. The different levels are based on the extent to which quoted prices are used in the
calculation of the fair value of the financial instruments. The levels have been defined as follows:

Level 1: Fair values are based on quoted market prices (unadjusted) in active markets for an identical instrument.

Level 2: Fair values are calculated using valuation techniques based on observable inputs, either directly (i.e. as prices) or
indirectly (i.e. derived from prices). This category includes instruments valued using quoted market prices in active markets for
similar instruments, quoted prices for identical or similar instruments in markets that are considered less than active, or other
valuation techniques where all significant inputs are directly or indirectly observable from market data.

Level 3: Fair values are based on valuation techniques using significant unobservable inputs. This category includes all
instruments where the valuation technique includes inputs not based on observable data and the unobservable inputs have a
significant effect on the instrument’s valuation. Also, this category includes instruments that are valued based on quoted prices
for similar instruments where significant unobservable adjustments or assumptions are required to reflect differences between
the instrument

Capital risk management

The municipality manages its capital to ensure that the municipality will be able to continue as a going concern while delivering
sustainable services to consumers through the optimisation of the debt and equity balance. The municipality’s overall strategy
remains unchanged from 2011.

The capital structure of the municipality consists of debt, which includes the Long-term Liabilities disclosed in note 17, bank,
cash and cash equivalents and equity, comprising accumulated Surplus as disclosed in Note 3 and the statement of changes
in net assets.

Gearing ratio
In terms of the municipality’s five year financial plan, financial benchmarks, year-on-year in respect of the debt-to-equity ratio, is

reflected at 100%, decreasing to 90%. This ratio is as a result of the developmental challenges faced by the municipality. Some
of the borrowings are below market related rates.
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Financial instruments disclosure  (continued)

The gearing ratio at the year-end was as follows:
Debt
Cash and cash equivalents

Net debt/(asset)

Equity

Net debt to equity ratio

Debt is defined as long-term and short-term liabilities, as detailed in Note 17.

Equity includes all funds and reserves of the municipality, disclosed as net assets in the statement of financial performance
and net debt as described above.

Financial risk management objectives

The accounting officer has overall responsibility for the establishment and oversight of the municipality’s risk management
framework. The municipality’s risk management policies are established to identify and analyse the risks faced by the
municipality, to set appropriate risk limits and controls and to monitor risks and adherence to limits.

Due to the largely non-trading nature of activities and the way in which they are financed, municipalities are not exposed to the
degree of financial risk faced by business entities. Financial instruments play a much more limited role in creating or changing
risks that would be typical of listed companies to which the IASs mainly apply. Generally, financial assets and liabilities are
generated by day-to-day operational activities and are not held to manage the risks facing the municipality in undertaking its
activities.

The directorate: Treasury monitors and manages the financial risks relating to the operations through internal policies and
procedures. These risks include interest rate risk, credit risk and liquidity. Compliance with policies and procedures is reviewed
by the internal auditors on a continuous basis, and annually by external auditors. The municipality does not enter into or trade
financial instruments for speculative purposes.

Internal audit, responsible for initiating a control framework and monitoring and responding to potential risk, reports quarterly to
the municipality’s audit committee, an independent body that monitors the effectiveness of the internal audit function..

Further quantitative disclosures are included throughout these annual financial statements.
Significant risks
It is the policy of the municipality to disclose information that enables the user of its annual financial

It is the policy of the municipality to disclose information that enables the user of its annual financial statements to evaluate the
nature and extent of risks arising from financial instruments to which the municipality is exposed on the reporting date.

The municipality has exposure to the following risks from its operations in financial instruments:
O  Creditrisk;
O  Liquidity risk; and
O  Market risk.

Risks and exposures are disclosed as follows:

Market risk
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Financial instruments disclosure  (continued)

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices will affect
the municipality’s income or the value of its holdings in Financial Instruments. The objective of market risk management is to
manage and control market risk exposures within acceptable parameters, while optimising the return.

Credit risk

Credit risk is the risk of financial loss to the municipality if a customer or counterparty to a financial instrument fails to meet its
contractual obligations and arises principally from the municipality’s receivables from customers and investment securities.

Liquidity risk

Liquidity risk is the risk that the municipality will encounter difficulty in meeting the obligations associated with its financial
liabilities that are settled by delivering cash or another financial asset. The municipality’s approach to managing liquidity is to
ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal and
stressed conditions, without incurring unacceptable losses or risking damage to the municipality’s reputation.

Liquidity risk is managed by ensuring that all assets are reinvested at maturity at competitive interest rates in relation to cash
flow requirements. Liabilities are managed by ensuring that all contractual payments are met on a timeous basis and, if
required, additional new arrangements are established at competitive rates to ensure that cash flow requirements are met.

A maturity analysis for financial liabilities (where applicable) that shows the remaining undiscounted contractual maturities is
disclosed in Notes 49.8 and 49.9 to the annual financial statements.

Ultimate responsibility for liquidity risk management rests with the council, which has built an appropriate liquidity risk
management framework for the management of the municipality’s short, medium and long term funding and liquidity
management requirements. The municipality manages liquidity risk by maintaining adequate reserves, banking facilities and
reserve borrowing facilities, by continuously monitoring forecast and actual cash flows and matching the maturity profiles of
financial assets and liabilities. Included in Note 42 is a listing of additional undrawn facilities that the municipality has at its
disposal to further reduce liquidity risk.

Liquidity and interest risk tables

The municipality ensures that it has sufficient cash on demand or access to facilities to meet expected operational expenses
through the use of cash flow forecasts. The following tables detail the municipality’s remaining contractual maturity for its non-
derivative financial liabilities. The tables have been drawn up based on the undiscounted cash flows of financial liabilities based
on the earliest date on which the municipality can be required to pay. The table includes both interest and principal cash flows.

30 June 2015
Non-interest bearing

Variable interest rate instruments
Fixed interest rate instruments

30 June 2014

Non-interest bearing
Variable interest rate instruments
Fixed interest rate instruments

Municipality
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Financial instruments disclosure  (continued)

The following table details the municipality’s expected maturity for its non-derivative financial assets. The tables below have
been drawn up based on the undiscounted contractual maturities of the financial assets including interest that will be earned on
those assets except where the municipality anticipates that the cash flow will occur in a different period.

30 June 2015
Non-interest bearing

Variable interest rate instruments
Fixed interest rate instruments

30 June 2014

Non-interest bearing
Variable interest rate instruments
Fixed interest rate instruments

30 June 2015

Non-interest bearing
Variable interest rate instruments
Fixed interest rate instruments

Heading

Non-interest bearing
Variable interest rate instruments
Fixed interest rate instruments

Municipality
The municipality has access to financing facilities, the total unused amount which is R9,268 million at the balance sheet date.
The municipality expects to meet its other obligations from operating cash flows and proceeds of maturing financial assets. The
municipality expects to maintain current debt to equity ratio, within 20-25% limits increasing it to 25%. This will be achieved
through the issue of new debt and the increased use of secured bank loan facilities.

Effective interest and repricing analy  sis

In accordance with IAS 32.67(a) and (b) the following tables indicate the average effective interest rates of Income earning
Financial Assets and Interest-bearing Financial Liabilities at the reporting date and the periods in which they mature or, if
earlier, reprice:
30 June 2015

Notice deposits

Call deposits
Bank balances and cash
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Financial instruments disclosure continued

Total variable rate instruments

30 June 2014

Notice deposits

Call deposits
Bank balances and cash

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the
municipality. The municipality has a sound credit control and debt collection policy and obtains collateral, where appropriate, as
a means of mitigating the risk of financial loss from defaults. The municipality uses other publicly available financial information
and its own trading records to assess its major customers. The municipality’s exposure of its counterparties are monitored
regularly.

Potential concentrations of credit rate risk consist mainly of fixed deposit investments, long-term debtors, consumer debtors,
other debtors, short-term investment deposits and bank and cash balances.

Investments/ bank, cash and cash equivalents

The municipality limits its counterparty exposures from its short-term investments (financial assets that are neither past due nor
impaired) by only dealing with well-established financial institutions short term credit rating of BBB and long-term credit rating of
AA- and higher at an International accredited credit rating agency. The municipality’s exposure is continuously monitored and
the aggregate value of transactions concluded is spread amongst different types of approved investments and institutions, in
accordance with it's investment policy. Consequently, the municipality is not exposed to any significant credit risk.

Trade and other receivables

Trade and other receivables are amounts owed by consumers and are presented net of impairment losses. The municipality
has a credit risk policy in place and the exposure to credit risk is monitored on an ongoing basis. The municipality is compelled
in terms of its constitutional mandate to provide all its residents with basic minimum services without recourse to an
assessment of creditworthiness. Subsequently, the municipality has no control over the approval of new customers who
acquire properties in the designated municipal area and consequently incur debt for rates, water and sanitation services
rendered to them.

Trade receivables consist of a large number of customers, spread across diverse industries in the geographical area of the
municipality. Periodic credit evaluation is performed on the financial condition of accounts receivable and, where appropriate,
credit guarantee is increased accordingly.

Consumer receivables comprise of a large number of ratepayers, dispersed across different industries and geographical areas.
Ongoing credit evaluations are performed on the financial condition of these debtors. Consumer debtors are presented net of a
provision for impairment.

In the case of receivables whose accounts become in arrears, it is endeavoured to collect such accounts by “levying of penalty
charges”, “demand for payment”, “restriction of services” and, as a last resort, “handed over for collection”, whichever
procedure is applicable in terms of council’s credit control and debt collection policy.

The municipality limits this risk exposure in the following ways, in addition to its normal credit control and debt management
procedures:
O The application of section 118(3) of the Municipal Systems Act (MSA), which permits the municipality to refuse
connection of services whilst any amount remains outstanding from a previous debtor on the same property;
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Financial instruments disclosure  (continued)

O Anew owner is advised, prior to the issue of a rates clearance certificate, that any debt remaining from the previous
owner will be transferred to the new owner, if the previous owner does not settle the outstanding amount;

The consolidation of rates and service accounts, enabling the disconnecting services for the non-payment of any of
the individual debts, in terms of section 102 of the MSA;

The requirement of a deposit for new service connections, serving as guarantee;

Encouraging residents to install water management devices that control water flow to households, and/or prepaid
meters.

There were no material changes in the exposure to credit risk and its objectives, policies and processes for
managing and measuring the risk during the year under review. The municipality’s maximum exposure to credit risk
is represented by the carrying value of each financial asset in the statement of financial position, without taking into
account the value of any collateral obtained. The municipality has no significant concentration of credit risk, with
exposure spread over a large number of consumers, and is not concentrated in any particular sector or geographical
area.

o oo [}

The municipality establishes an allowance for impairment that represents its estimate of anticipated losses in respect of trade
and other receivables.

Payment of accounts of consumer debtors, who are unable to pay, are renegotiated as an ongoing customer relationship in
response to an adverse change in the circumstances of the customer.

Long-term receivables and other debtors are individually evaluated annually at statement of financial position date for
impairment or discounting. A report on the various categories of debtors is drafted to substantiate such evaluation and
subsequent impairment/discounting, where applicable.

The municipality does not have any significant credit risk exposure to any single counterparty or any group of counterparties
having similar characteristics. The municipality defines counterparties as having similar characteristics if they are related
entities.

The table below shows the balance of the 5 major counterparties at the balance sheet date. Management is of the opinion that,
although these parties are the 5 counterparties with highest outstanding balances, no significant credit risk exposure exists,
based on the payment history of the parties.

Counterparty and Location

Ukusa River Estate Development

GJ Crookes Hospital

Ithala Development Finance Corporation
San Lameer Estate Management

SA Botlink (Pty) Ltd

Smithchem (Pty) Ltd

Blue Marlin Hotel

Lourens De Jager Coetzer

Except as detailed in the following table, the carrying amount of financial assets recorded in the annual financial statements,
which is net of impairment losses, represents the municipality’s maximum exposure to credit risk without taking account of the
value of any collateral obtained:

Investments

Long-term receivables
Consumer debtors

Other debtors

Bank, cash and cash equivalents
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Financial instruments disclosure  (continued)

The major concentrations of credit risk that arise from the municipality’s receivables in relation to customer classification are as
follows:

Consumer debtors

Household

Industrial/Commercial

National and Provincial Government
Other debtors

Bank and cash balances

ABSA Bank

First National Bank of SA Limited
Nedbank

Investec Bank

Ithala Bank

Standard Bank

Cash equivalents
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43. Commitments
Authorised capital expenditure
Approve and contracted for:-

O  Property, plant and equipment
O  Other

Approved but not yet contracted for:-
O  Property, plant and equipment
O Other

Total capital commitments

Already contracted for but not provided for

Not yet contracted for and authorised by accounting
officer

This expenditure will be financed from:
Government grants
Own resources

Authorised operational expenditure

Already contracted for but not provided for
O  Other operating expenditure

Total operational commitments
Already contracted for but not provided for

Total commitments

Total commitments
Authorised capital expenditure
Authorised operational expenditure

Economic entity Controlling entity

The amount of commitments that was disclosed in the audited 2013/14 financial statement has been remeasured. Therefore
the amount that was previously disclosed in has been replaced with a recalculated amount.
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44. Contingent assets and contingent liabilities

Guarantees:

i) Hibiscus Coast Municipality: The Municipality issued a
bank guarantee in favour of Hibiscus Coast Municipality in
lieu of a deposit on the electricity accounts of the
Municipality.

(ii) Eskom: The Municipality issued a bank guarantee in
favour of Eskom to cover deposits on the electricity
accounts of the Municipality.

(iii)South African Post office:The municipality issued a
bank guarantee in favour of South African Post office.

Court proceedings

(i) Dispute on Expenditure Claimed: Council was
involved in a dispute with Sublime Marketing (the
applicant), where the applicant is claiming an amount of
R227 142, with interest estimated at R192 432, in respect
of functions performed on behalf of Ezingoleni Municipality
/ Horseshoe Farm. The Municipality entered an
Appearance to Defend the matter and was awaiting the
enroliment of the matter for trial. The Municipality has
since been advised that the Plaintiff has abandoned the
Claim and their attorneys have closed their file. Municipal
attorney has also been instructed to close file on this
matter.

(i)  Alleged Breach of Contract: Council has been
involved in a court case with Thumbprint Events
Management, where it is alleged that the Municipality has
unilaterally repudiated a contract. Applicant is claiming
unpaid invoices and damages in terms of what would have
been due to them had the contract not been repudiated by
the Municipality. The Municipality is defending this action
and awaits a court date. The total claim is valued at R875
258. 46 plus 30% of envisaged gate takings for two events
and 25% of sale of floor space for two events (excluding
VAT). The Municipality is currently negotiating a settlement
with the Applicant and the matter is expected to be
finalised by 30 September 2015.

(i)  Dispute on Damage Caused to Farmland: The
Municipality has been issued with a Court Order instructing
it to immediately cease the nuisance caused on Mr
Meuller's property at Lot 2007 Uvongo through the
discharge of final sewer effluent into a tributary of the
Unvongo River on his land, thereby causing a ravine on his
land and rendering it unfarmable to him. He is further
claiming for damages caused through non-useability of his
land, damages for loss of profit as a result of the damage
caused to his property and the subdivision and transfer of
the damaged land to the Municipality. The Municipality
hasinstructed Engineers implemneting the project to make
an offer to purchase to the Applicant for damaged land.
The Municipality awaits the response of the Plaintiff.
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44. Contingent assets and contingent liabilities (continued)

(iv) Cession Agreement: JZZ Engineering is claiming
from the municipality as per a prescribed claim against a
cession agreement entered into. The possible liability
amounts to R153 900, plus costs. The Plaintiff has
formally withdrawn from the matter. The Municipality is
pursuing costs incurred from Plaintiff.

(v) Cession Agreement: Premier Attraction is claiming
from the municipality for allegedly not honouring a cession
agreement in their favour to the value of R122 682.24 plus
costs. The Municipality is awaiting the matter to be set
down for a Trial date in the High Court.

(vi) Cession Agreement: Premier Attraction is claiming
from the municipality for allegedly not honouring a cession
agreement in their favour to the value of R122 682.24 plus
costs. The Municipality is awaiting the matter to be set
down for a Trial date in the High Court.

(vii) Dispute regarding Encroachment on Property: The
Municipality is enjoined with Umzumbe Municipality in
litigation with MP & RV Coco regarding alleged illegal
encroachment by the Municipalities. The applicants are
wanting rehabilitation of their land. Costs are not yet
determinable.

(viii) The parent municipality of the entity mandated
consultants to assist in regularising their Value Added
Taxation affairs. Upon conclusion of the said assignment,
an ancillary finding was communicated to the parent, by
the consultants, in that the grant funding charged out by
the entity should indeed be Vatable. The entity has never
levied Value Added Taxation on grants. The directors do
not agree with the opinion of the consultants and have
initiated steps to obtain a direct ruling from the South
African Revenue Services. In any case, there is no loss to
the fiscus as any possible effects are inter-governmental
with all output directly corresponding with equal and
opposite inputs on the governmental partner. Furthermore,
the entity has been audited directly and specifically by the
South African Revenue Services on it’s grants and no
findings were made.

Contingent assets

i) Legal claim against Inggondo and Nzwakele
Construction for alleged fraud and undue enrichment from
contracts awarded by the municipality.

Controlling entity
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45. Related parties

Relationships

Accounting Officer Refer to accounting officer's report note
100% Owned Company (Ugu District Municipality Entity) Ugu South Coast Tourism (Pty) Ltd
100% Owned Company (Ugu District Municipality Entity) South Coast Development Agency
Henderson (Ugu Councillor) Barry Botha & Breytenbach Inc

The municipality procured goods and/or services from the following companies, which are considered to be related parties:
Related party transactions

Purchases from (sales to) related parties
Ugu South Coast Tourism (Pty) Ltd
South Coast Development Agency NPC
Barry Botha & Breytenbach Inc

The transactions were concluded in full compliance with the municipality’s Supply Chain Management Policy and the
transactions are considered to be at arm’s length.

46. Prior period errors

The correction of the error(s) results in adjustments as follows:
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46. Prior period errors (continued)

Post Employee Benefits
Reported Amount
Correction of error

Restated Closing Balance

The prior year error relates to Post Employment Benefits for Actuarial Valuation of the Post-employment Medical subsidy
liability. Misstatement was made by the Actuaries in the calculation of the Post-employment benefits.

Receivables from non-exchange transactions
Reported Amount
Correction of error

Restated Closing Balance

The error in the receivables from non-exchange transaction is due to VAT amount that was paid over to SARS as result of
misstatement in the amount of vat output in the prior years. Therefore this amount was receivable from SARS and therefore it
was accounted as non-exchange receivable not a vat receivable.

Payables
Reported Amount
Correction of error

Restated Closing Balance

The prior year error relates to Sundry Accruals that were not accrued in the 2013/14 financial period.

Provisions
Reported Amount
Correction of error

Restated Closing Balance

The leave pay provision was not calculated correctly and that was audit finding in 2013/14 financial period. The necessary
adjustments were made to leave pay provision retrospectively.

Value Added Tax
Reported Amount
Correction of error

Restated Closing Balance

The vat review was done by KPMG and number of missatements were noted in the prior period where vat on the manual
adjustments were incorrectly calculated. It was also noted that some of the vat input was claimed on invoices from non-vat
vendors. All these missstatements were corrected retrospectively and therefore a prior period error adjustments were made.

Receivables from exchange transactions
Reported Amount
Correction of error

Restated Closing Balance

Correction error was due to adjustment of consumer debtors not billed in the prior year.

Property , Plant and Year Land & Movables Community Infrastructure Total
Equipment Buildings
Reported Amount 2013/14 475943385 40813135 96500913 1632128938 2245 587 685
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46. Prior period errors (continued)
Correction of error 2013/14

Restated Closing Balance

The correction in the prior year error on Land and Buildings, due to properties in the FAR (Fixed Asset Register) that was never
owned by the municipality. Infrastructure restatement is due to pipeline that was never included in the financial records and
valuation of infrastructure assets.
Income

Other revenue

Expenditure

Grants Expenditure

General expenses (Salga Expenses)
General expenses (Insurance)
Depreciation and amortisation

Statement of financial position

Property, plant and equipment

Receivables from non-exchange transactions
Receivables from exchange transactions
Value Added Tax

Provisions

Trade payables

Post employee benefit
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46. Prior period errors (continued)

Statement of Financial Performance
Other revenue

Grants expenditure

General Expenses (Salga Expenses)
General expenses (Insurance)
Depreciation and amortisation

The following balances has been reclassified in the Statement of Financial Performance. This balances have been reclassified
because in the previous period it has been either reported in the incorrect Financial Statement Line Item (FSLI) or it has been
considered to be more appropriate to achieve fair presentation.

All the balances that has been reclassified together with the corresponding figures for the 2013/14 financial period. There is no
effect on the profits as a results of reclassification.

Refer to reconciliation of balances previously reported and reclassified below:

1. Fair value adjustment of Service Charges

Interest Income
Service Charges

2. Fair Value Adjustment on Investment Property

Impairment loss
Fair value adjustment

3. Rentals on Operating Lease

General Expenses
Lease Rentals on Operating Lease

** The balance has been shown before taking into account all the prior period correction of error adjustments. Please refer to
Income Statement correction of error above.

47. Comparative figures

The comparative figures were restated as a result of the effect of Prior Period Errors (see Note 44).

48. Going concern

The financial statements have been prepared on the basis of accounting policies applicable to a going-concern. This basis

presumes that funds will be available to 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.
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49. Events after the reporting date
No events having financial implications requiring disclosure occurred subsequent to the reporting date.
50. Unauthorised expenditure

Opening balance
Unauthorised expenditure for the year

Incident
Budgeted amounts exceeded:

Disciplinary steps/ criminal proceedings: To be condoned by Executive Committee

MIG projects

Personnel (Employee Costs)
Depreciation and amortisation
Impairment loss

Repairs and maintenance
Fair value adjustment

The amount of unauthorised expenditure has been retated as result of misstatement in the prior period. It was note that the
amount of bulk purchases R 3 493 027 was never an unauthorised expenditure as per inspection of the prior year audited
annual financial statements. Therefore this balance has been restated in the current financial period.

51. Fruitless and wasteful expenditure

Opening balance

Obtained from business combination
Fruitless and wasteful expenditure
Approved/ condoned by the council/ board

Fruitless and wasteful expenditure as results of the following:

Interest on late payments — R522 368 (2014: R661 744).
Disciplinary steps/ criminal proceedings:

A report will be adopted by the executive committee, condoning the "fruitless and wasteful expenditure" for the current year.
Disciplinary action is in progress for the prior year's fruitless and wasteful expenditure
52. lIrregular expenditure

Opening balance

Add: Irregular Expenditure - assumed from business
combinations

Add: Irregular Expenditure - current year

Less: Amounts written-off

Less: Amounts recoverable (not written-off)
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52. lIrregular expenditure (continued)

Details of irregular expenditure — current y ear - Economic entity

Disciplinary steps taken/criminal proceedings
Expenditure contrary to the provisions of A report will be adopted by the Executive Committee,
Regulation 44 of the Municipal Supply Chain writting-off the "Irregular Expenditure”.
Management Regulations
Expenditure according to the provisions of A report will be adopted by the Executive Committee,
Regulation 36 of the Municipal Supply Chain writting-off the "lrregular Expenditure”.
Management Regulations

Details of irregular expenditure — currenty  ear - Controlling entity

Disciplinary steps taken/criminal proceedings
Expenditure contrary to the provisions of A report will be adopted by the Executive Committee,
Regulation 44 of the Municipal Supply Chain writting-off the "Irregular Expenditure”.
Management Regulations
Expenditure according to the provisions of A report will be adopted by the Executive Committee,
Regulation 36 of the Municipal Supply Chain writting-off the "Irregular Expenditure”.
Management Regulations

Deviation from, and ratification of minor breaches of, the Procurement Processes

In terms of section 36(2) of the Supply Chain Management Policy approved by Council it is stipulated that bids where the
formal procurement processes could not be followed, must be noted in the financial statements.

The majority of the items mentioned resulted from flood damage that had to be addressed at short notice and the response
times did not allow for the complete procurement process to be followed. The balance of items was due to emergency
circumstances and economic benefits for the municipality.

Deviations from the tender stipulations in terms of the municipality's Supply Chain Management Policy were presented to the
Executive Committee, which wrote-off the various cases.

Note: S36 deviations have been disclosed separately from the Irregular expenditure note. Refer to note 56.
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52. Irregular expenditure (continued)
Department

Corporate Services

Corporate Services

Corporate Services

Corporate Services

Corporate Services

Corporate Services

Ugu South Coast Tourism

South Coast Development Agency

Furthermore, the municipality has made the following awards to persons in service of Government institutions contrary to the
provisions of paragraphs 44 of the Municipal Supply Chain Management Regulations:

Company Name

African Tide Trading CC

Sihloniphe Business Trading Primary CO - OP LTD
Thubalam Trading

Trentyre Pty Ltd

Arch Actuarial Cons

Business Connexion
Business Zone 628 Cc

Isibonelo Civils Cc

Eaton Electric South Africa Pty Ltd

Macsteel Fluid Control

Makhayelihle Investments Pty Ltd
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52. Irregular expenditure (continued)
Minolco (Pty) Ltd

Mott Macdonald South Africa Pty Ltd

Musakhe Trading
Nashua Communications

Smec South Africa (Pty) Ltd

Waco Africa (Pty) Ltd T/A Sani

Wole Trading Enterprise Cc
Gezinsila Labour & Protection Services
Lamsta Suppliers And Projects

Iphiko Lempilo Supplies Pty Ltd
lllovo Sugar Ltd

St Michaels Sands Hotel

Bigen Africa Services (Pty) Ltd

Pricewaterhousecoopers Combined Systems Pty Ltd

Consolidated African Technolog

CQS Technology Holdings

53. Additional disclosure in terms of Municipal Finance Management Act
Contributions to organised local government

Current year subscription / fee
Amount paid - current year

No amounts were outstanding at the end of the financial year.




CONSOLIDATED FINANCIAL
STATEMENTS

—
— —

Ugu District Municipality

Notes to the Consolidated Financial Statements

Economic entity Controlling entity
Figures in Rand 2015 2014 2015 2014
53. Additional disclosure in terms of Municipal Finance Management Act (continued)
Audit fees

Opening balance

Current year subscription / fee
Amount paid - current year
Amount paid - previous years

No amounts were outstanding at the end of the financial year.
PAYE and UIF

Current year subscription / fee
Amount paid - current year

No amounts were outstanding at the end of the financial year.
Pension and Medical Aid Deductions

Current year subscription / fee
Amount paid - current year

No amounts were outstanding at the end of the financial year.
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53. Additional disclosure in terms of Municipal Finance Management Act (continued)
Councillors' arrear consumer accounts

The following Councillors had arrear accounts outstanding for more than 90 days at 30 June 2015:

The municipality makes provision for post-retirement benefits to eligible councillors and employees, who belong to different
pension schemes.

30 June 2015

Councillor VL Ntanza
Councillor TN Dzingwa
Councillor NA Madlala
Councillor NH Gumede
Councillor ST Gumede
Councillor SB & SP Cele
Councillor ST & PY Gumede
Councillor SM Mohamed

30 June 2014

Councillor ST Gumede
Councillor TN Dzingwa
Councillor VL Ntanza
Councillor IM Mavundla
Councillor NH Gumede
Councillor MA & ZP Chiliza
Councillor SP & PY Gumede
Councillor Y Nair

Subsequent to year end the following Councillors settled their accounts:
30 June 2015

Councillor TN Dzingwa
Councillor NA Madlala
Councillor NH Gumede
Councillor ST Gumede
Councillor SB & SP Cele
Councillor ST & PY Gumede

54. Multi-employ er retirement benefit information

Councillors have the option to belong to the Pension Fund for Municipal Councillors.

All full-time employees belong to the KwaZulu-Natal Joint Municipal Pension Fund, which are made up of the Retirement,

Superannuation and Provident Funds.
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54. Multi-employ er retirement benefit information  (continued)
These funds are governed by the Pension Funds Act and include both defined benefit and defined contribution schemes.

The only obligation of the municipality with respect to the retirement benefit plans is to make the specified contributions. W here
councillors/employees leave the plans prior to full vesting of the contributions, the contributions payable by the municipality are
reduced by the amount of forfeited contributions.

Defined benefits schemes
Retirement fund

The scheme is subject to a tri-annual actuarial valuation. The last statutory actuarial valuation was performed as at 31 March
2012 by Arthur Els & Associates.

The statutory actuarial valuation performed as at 31 March 2012 revealed that the fund had a shortfall of R251,5 (31 March
2011: shortfall of R382,3) million, with a funding level of 82,0%(31 March 2011: 84,1%). The contribution rate, including the
surcharges below, paid by the members (8,65%) and municipalities (34,22%) was expected to eradicate the shortfall in the
fund by 31 March 2015. However, the basic contribution payable is 4,72% less than the required contribution rate.

The actuarial shortfall is taken into account by determining surcharges, to be met by increased contributions. These surcharges
amount to 17% of pensionable emoluments, of which 1,65% is payable by members and 15,35% is payable by the local
authority.

This surcharge is payable until 31 March 2015. It is necessary that the basic employer contribution be increased by 4,72% to
18,37% and the surcharge be increased to 15,85% (Total employer contribution of 34,22%) and extended by a further 3 years
to 31 March 2018. This position will be monitored on an annual basis. Subsequently, notice has been served that the surcharge
will be increased to 15,85% with effect from 1 July 2012 for an indefinite period of time. The fund has effectively been closed to
new members, and it is therefore assumed for the valuation, that no new members will join the fund. However, at present,
members of the three Natal Joint Funds are permitted to transfer between the funds and this flow of members may affect the
rate of contribution required to be paid to the Fund. It is intended that the Fund merge with the Superannuation Fund in the
near future.

Superannuation fund

The scheme is subject to a tri-annual actuarial valuation. The last interim actuarial valuation was performed as at 31 March
2012 by Arthur Els & Associates.

The interim actuarial valuation performed as at 31 March 2012 revealed that the fund had a shortfall of R270,0 (31 March 2011:
R549,5) million, with a funding level of 96,0% (31 March 2011: 90,9%). The contribution rate paid by the members (9,25%) and
municipalities (18,00%) is 3,63% (31 March 2011: 3,63%) less than the required contribution rate for future service and will be
reviewed at the next interim valuation. The deficit in respect of active members is being met by a surcharge of 9,5% of
pensionable salaries to meet the shortfall within the 8 year period provided for in the scheme. It was expected that the deficit
will be fully funded by 2020.

This surcharge is payable until 31 March 2020. It is necessary that the basic employer contribution be increased by 3,63% to
21,63% and the surcharge be increased to 9,5% and extended by a further 8 years to 31 March 2020. This position will be
monitored on an annual basis. Subsequently, notice has been served that the surcharge will be increased to 31,13% with effect
from 1 July 2012 for an indefinite period of time.

It is intended that the fund merge with the retirement fund in the near future.

Defined contribution schemes

Municipal councillors pension fund

The scheme is subject to an annual actuarial valuation. The last statutory valuation was performed as at 31 March 2012.
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54. Multi-employ er retirement benefit information  (continued)

The statutory valuation performed as at 30 June 2011 revealed that the market value of the fund was R1 446,8 (30 June 2010:
R1 446,8) million. The contribution rate paid by the members (13,75%) and Council (15,00%) is sufficient to fund the benefits
accruing from the fund in the future.

As reported by the actuaries, the fund was in a sound financial condition as at 30 June 2015.

Provident fund

The scheme is subject to a tri-annual actuarial valuation. The last statutory actuarial valuation was performed as at 31 March
2012 by Arthur Els & Associates.

The statutory actuarial valuation performed as at 31 March 2012 revealed that the market value of the fund was R1 293,4 (31
March 2011: R1 056,2) million. The contribution rate payable (either 5,00%, 7,00% or 9,25% by the member and 1,95 times the
member’s contributions by the employer), is sufficient to cover the cost of benefits and expenses and the fund was certified to
be in sound financial condition as at 31 March 2012.

55. Water losses

Water losses
30 June Unaccounted water losses

Water losses occur due to inter alia, leakages, the tampering of meters, the incorrect ratios used on bulk meters, faulty meters
and illegal water connections. The problem with tampered meters and illegal connections is an ongoing process, with regular
action being taken against defaulters. Faulty meters and leakages are replaced/ repaired as soon as they are reported.

A five-year strategic non-revenue water reduction plan was adopted and implemented by the Executive Committee in May
2008. The below-mentioned technical information was derived at as part of the implementation plan:

Volumes in ML/Year

System input volume

Billed authorised consumption
Unbilled authorised consumption
Apparent losses

Real losses

Estimated non-revenue water

56. S36 Deviation from supply chain management regulations

Paragraph 12(1)(d)(i) of Government gazette No. 27636 issued on 30 May 2005 states that a supply chain management policy
must provide for the procurement of goods and services by way of a competitive bidding process.

Paragraph 36 of the same gazette states that the accounting officer may dispense with the official procurement process in
certain circumstances, provided that he records the reasons for any deviations and reports them to the next meeting of the
municipal council and includes a note to the financial statements.

Deviations from the tender stupulations in terms of the municipality's Supply Chain Management Policy were presented to the
Executive Committee, which condoned the various cases.
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56. S36 Deviation from supply chain management regulations (continued)
Department

Corporate Services
Corporate Services
Corporate Services
Corporate Services
Corporate Services

Water Services

Treasury

Ugu South Coast Tourism

South Coast Development Agency

In terms of section 36(2) of the Supply Chain Management Policy approved by Council it is stipulated that bids where the
formal procurement processes could not be followed, must be noted in the financial statements.

The majority of the items mentioned resulted from flood damage that had to be addressed at short notice and the response
times did not allow for the complete procurement process to be followed. The balance of items was due to emergency
circumstances and economic benefits for the municipality.

Deviations from the tender stipulations in terms of the municipality's Supply Chain Management Policy were presented to the
Executive Committee, which condoned the various cases.
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EXTRACT FROM THE DRAFT MINUTES OF THE MEETING OF THE UGU
DISTRICT MUNICIPAL COUNCIL HELD ON 24 MARCH 2016

2014/2015 Draft Annual Report and Oversight Report

The Chairperson of theMunicipalPublic AccountsCommittee(MPAC) took members through the item.
Following which,

It was unanimously

RESOLVED:

(a) That the 2014/2015 Draft Annual Report and Oversight Report be and is hereby NOTED.

(b) That the Oversight Report for the 2014/2015 Financial Year be and is hereby ADOPTED.

(c) That the Annual Report of the Ugu District Municipality for the 2014/2015 Financial Year with the
reservations as included in the comments in the Oversight Report as referred to in part (1) of this

resolution be and is hereby APPROVED.

(d) That the Oversight Report be made public in accordance with Section 129(3) of the Municipal
Finance Management Act 56 of 2003.

(e) That the Oversight Report be submitted to the Provincial Legislature in accordance with
Section 132(2) of the Municipal Finance Management Act 56 of 2003.

CERTIFIED A TRUE COPY OF THE ORIGINAL

Le,éak?

VP TSAKO
GENERAL MANAGER: CORPORATE SERVICES
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2004/2015 Draft Annual Report

The Acting Speaker explained to members that the purpose of the report was for Council to
note the Draft Annual Report and to approve same for public comments.

Clir Snashall raised a concern that when the item was discussed at the meeting of the Municipal Public
Accounts Committee (MPAC), the financial statements was not part of the Annual Report.

In response, Clir Moosa Bux explained to Council that at that stage, the financial statements could
not form part of the Annual Report given that the Auditor-General only reported on the financial statements
at this meeting.

He pointed out that now the financial statements would form part of the Annual Report and would be
made available to the public for comments.

He further explained to Council that Clir Snashall would be given three opportun ities to comment on
the Annual Report namely:

- As a member of MPAC;

- As a member of Council; and
- As a member of the Public.

Cllr Mavundla then moved for the acceptance of the recommendations and was seconded by
Clir Manyoni.

Following which,

It was unanimously

RESOLVED:

(a) That the 2014/2015 Draft Annual Report: Ugu District Municipality be and is hereby
NOTED.

(b) That the 2014/2015 Draft Annual Report: Ugu District Municipality be and is hereby
APPROVED for public comments.

CERTIFIED A TRUE GOPY OF THE ORIGINAL

L#(@

VP TSAKO
GENERAL MANAGER: CORPORATE SERVICES
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