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ABBREVIATIONS

USCDA 2 Ugu South Coast Development Agency

RNM z Ray Nkonyeni Local Municipality

UbDM = Ugu District Municipality — also referred to as ‘Parent’
HACCP s Hazard Analysis and Critical Control Point

SABS : South African Bureau of Standards

DAFF z Department of Agriculture, Forestry and Fisheries

DoE : Department of Education

CoGTA J Department of Co-operative Governance and Traditional Affairs
NSNP : National Schools Nutrition Programme

DIRCO 3 Department of International Relations and Cooperation
TIKZN g Trade and Investment KwaZulu Natal

EDTEA : Economic Development Trade and Environmental Affairs

Cover Photo : KwaXolo Caves
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Oversight

1. Chairperson’s Report

The Ugu South Coast Development Agency
(USCDA) is a municipal entity, wholly owned by
Ugu District Municipality (UDM). The entity has a
very important mandate of ensuring economic
growth and development to the district of Ugu,
with the intended outcome of reducing poverty
and unemployment. It is with a great sense of
responsibility that the entity presents this annual
report for the period starting from 01 July 2019 to
30 June 2020. Whilst this report responds to the
legislative requirements, it is also a great
opportunity to report back to the communities in
terms of what has been achieved, what have been
the challenges during the financial year, and what
remedial action is proposed to ensure that the set
strategic objectives are achieved.

Broadly, the entity focused on the following key
strategic objectives, which form the backbone of
what we have set out to achieve, and this report
sets out to give feedback on all of these:

s Institutional Compliance: To ensure
that USCDA operations are compliant
with all regulatory frameworks

o Financial Sustainability: To ensure
that the USDA is financial sustainable
and viable

¢ Capacity Building: To Capacitate
USCDA to deliver and implement its
core functions efficiently and
effectively

¢ Investment Promotion: To promote
the growth and development of the
Ugu District Vision 2030

e  Agriculture: To promote small scale
farming in the Ugu District

e Growth and Development Strategy:
Implement the Growth and
Development Strategy of the Ugu
District - Vision 2030

s Property Development: To forge
Public Private Partnerships (PPPs) to
give effect to economic developmen
on State, Ingonyama Trust and lghd
owned by the private sector

* Facilitate catalytic projects within thé
Ugu District
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e« Marine: To promote economic
development within coastal and
riverine zones

e 'Renewable Energy: To identify,
attract, support or assist renewable
energy initiatives within the district.

Financial sustainability is key to the achievement
of the broad mandate of local economic
development of the entity. It is unfortunate that
the entity has experienced quite a tough year in
terms of its financial position, which is informed by
heavy reliance on grant funding and inability to
raise own funding. The advent of the COVID-19
pandemic also did not assist the situation and the
parent and local municipalities, which are the main
funders of the entity, needed to divert funds to
deal with the pandemic, thereby reducing any
prospects of additional funding for the entity. The
Board has made means of ensuring that for as
start, there are enabling policies for raising of own
funds and broadening of the pool from which
financial resources can be solicited.

The USCDA has been at the centre of the
development of a Ugu District Economic Recovery
Plan which brings together both public and private
sector in envisioning economic recovery after the
devastation afforded by the pandemic. The
economic melt down due to the pandemic
presents an opportunity for the district to start
afresh and build on the experiences of the recent
past, whilst giving more attention to severely
affected sectors like tourism and agriculture.

A word of gratitude must go to the Board of
USCDA who have remained focused on the task at
hand, despite the challenges and difficulties
experienced, but have managed to guide the entity
and kept it afloat. The same must be said of the
management_and-staff—of the entlty who have

e ocused on the |mp entation of

(ZI/Y\/\’\)

e ainet
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2. Chlef Executive Officer's Report
Empowered by the enabling legislation, in
particular the Municipal Finance Management Act
and the Municipal Systems Act, the narrative
contained in the report accounts for the activities
of the Entity for the period under review, July 2019
to June 2020. The Entity is wholly owned by the
Ugu District Municipality (hereafter referred to as
the Parent) and its sole mandate is to serve as a
special purpose vehicle to propel economic activity
within the region to greater heights. The reporting
period presented unprecedented challenges as the
fourth quarter was effectively affected by the
devastating Corona virus which led to the
lockdown as a result of a disaster being proclaimed
by the President.

That notwithstanding notable progress was made
in the implementation of catalytic projects. As
indicated earlier the role of the Entity has been to
strike deals and source interventions from outside
stakeholders, based on the understanding that
economic development is everybody's
responsibility. Much of the interventions reported
on are not based on funding from the Parent but
rather a result of a coordinated and conscicus
effort of resource mobilization from a cross section
of stakeholders. The role of the Board in giving an
unambiguous mandate is commendable as it made
strategic stakeholder engagement possible. As a
result of mutually beneficial partnerships forged
through active engagements it is now possible to
report on the highlights:

Unique tourism products in villages

The strategic thrust is to open up villages as areas
of economic potential and the starting point being
the development of top end adventure products in
villages or Amakhosi areas. By so doing the tourists
are diverted from the coastal belt into the
hinterland and thereby opening these as areas of
economic potential. The adrenaline pumping
KwaXolo Eco Adventure centre was successfully
delivered and handed over to Inkosi Xolo to much
delight of the local community. The second phase
entails a suspension bridge and a zip-line, yes in a
village, and as at the end of the financial year,
there are at least 2 private sector partners having
expressed an interest.
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In line with the mantra of opening up villages as
areas of immense tourism potential, business
plans were submitted to a myriad of stakeholders
for the Umzumbe River Trail. The 74-kilometre
cycling, working, horse riding and birding trail,
meandering along Umzumbe River traverses
through 7 Amakhosi areas. The trail is regional in
extent as it connects the coastal Ray Nkonyeni
with the rural Umzumbe municipality in the
hinterland. Based on the strength of the proposal
an amount of R2m was raised for the
implementation of the first phase. A note of
gratitude goes to the KZN Department of
Economic Development under the leadership of
MEC Nomusa Dube-Ncube

Greenfield industrial park (IP}

The first ever green field IP to be rolled out by a
public institution in KZN is a result of a bold
approach taken by the Board to purchase a 99-
hectare farm and rezone it to light industry. At full
implementation, the proposed P will inject
investment into the focal economy in excess of
Rlbn. As at the end of the financial year both
rezoning and environmental processes had
commenced.

Agriculture

Significant progress was made in the agricultural
front targeting mainly fallow fields in the
traditional areas under the ownership of
Amakhosi. Through meaningful partnerships with
the traditional leadership a quantum leap was
made in transforming fallow field into cultivated
lands, going to the extent of securing markets for
the produce made. More effort is being made to
target institutional markets - school nutrition
programmes and the supply to hospitals and
prisons.

USCDA Annual Report 2019/20



Property development

A two-pronged approach was taken to focus on
the coastal belt as well as in the hinterland,
focussing mainly on tribal areas. For the coastal
property portfolio, a partnership was struck with
the National Department of Public Works as most
of these properties are located within the
Admiralty Reserve. The proposed redevelopment
of the Shelly beach Ski-Boar Club, South room as
well as St Michael's beachfront will enhance the
aesthetics of the affected areas, thereby
enhancing the tourism appeal of the KZN South
Coast. The better part of the financial year entailed
engagements with the Provincial and National
Departments of Public Works for approvals to go
ahead and appoint developers

Having referred to the highlights it will be
unrealistic not to allude to the challenges. The
Finance Managers report that follows will narrate
the difficulties of operating in a seriously
constrained financial environment. If there is
anything, we have mastered is the art of striking
mutually beneficial partnerships. If reliance was
put on transfers from the Parent very little could

3. The Audit Committee’s Report

We are pleased to present our report for the
financial year ended 30 June 2020

Audit committee members and attendance

The Audit Committee consists of the members
listed hereunder and should meet at least four {4)
time per annum as per it approved terms of
reference During the current year six (4) meeting
were held as follows:

AUDIT COMMITTEE and PERFORMANCE AUDIT
COMMITTE E MEETINGS

e 16 August 2019
¢ 19 November 2019
¢ 18 May 2020

e 12 june 2020

Name of the members Number of Meeting
attended
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have been achieved as it is in record that Ugu
District Municipality is in dire financial straits.

I wish to express gratitude to external
stakeholders who were receptive to the Board's
strategic  thrust of mutually  beneficial
partnerships. The same goes to my colleagues who
comprise of a small team doing wonders
notwithstanding the constraints. The same goes to
the Board under the stewardship of Dr S. J.
Nzimande, the chairperson, for giving an
unambiguous mandate. Doing more with less and
no excuse but results.

| thanjfyo

~
Mandla Mabece

Chief Executive Officer

Mr. Paul Preston — Chairperson (wef 6

Ms. Bongeka Jojo — Chairperson {as from 28
May 2020)

Ms. Chantel Elliott — External member
Mr. Zweli Zulu — External member

Ms. Leah Khumalo — External member
{Appointed — 01 April 2020)

Audit committee responsibility

The Audit Committee reports that it has adopted
appropriate formal terms of reference as its Audit
Committee charter, and regulated its affairs in
compliance with this charter and has discharged all
its responsibilities as contained therein.

The Audit Committee also reports that it has
comptied with its responsibilities arising from
section 166 of the MFMA and Treasury regulation
31

The efficiency and effectiveness of internal
control

USCDA Annual Report 2019/20



In line with section 62(c) {ii} of the MFMA,
internal audit provides the Audit Committee
and Management with reasonable assurance
that the internal control is adequate and
effective. This achieved by an approved risk
based internal audit plan, internal audit
assessing the adequacy of the control mitigating
the risks and the Audit Committee monitoring
implementation of corrective actions.

The Audit Committee has considered the work
performed by Internal Audit on a quarterly basis
and reviewed the findings by Auditor-General for
the year ended 30 June 2020. The Audit
Committee notes that there has been
improvement in internal controls in the areas of
financial reporting, performance reporting and
compliance with legislation.

Report of the Auditor — General South Africa
The Audit Committee has;

e Reviewed the AGSA management
report and management responses
there to;

¢ On a quarterly basis reviewed the
economic entity departments
implementation plan for all the issues
raised by the AGSA in the prior year;

Evaluation of annual financial statements
The Audit Committee has:-

e Reviewed and discussed the audited
annual financial statements to be
included in the annual report, with
Auditor General and;

¢ Reviewed the Auditor-General of South
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Africa’s management report and
management’s response thereto;

e Reviewed changes in accounting
policies and practices;

e Reviewed the entities compliance with
legal and regulatory provisions;

e Reviewed  significant  adjustments
resulting from the audit.

¢ Reviewed and discussed the report and
audit opinion of the Auditor-General
with  the  Auditor-General and
management,

The financial statements are prepared in
accordance with South African Standards of
Generally Recognised Accounting Practise (SA
standards of GRAP) and in the manner required
by Municipal Finance Management Act and
Division of Revenue Act.

The Audit Committee concurs with and accepts
the Auditor-General of South Africa’s report on
the annual financial statements, and have
recommended that the audited annual financial
statements should be accepted and read
together with the report of the Auditor-General
of South Africa.

B Jojo CA (SA)

Chairperson at the Audit Committee

28 January 2021
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4. Our Vision
‘Ugu South Coast Development Agency is a district development agency intent on becoming a
leading catalyst in unlocking the growth and development potential of the Ugu district to the benefit
of all’

5. Our Mission
‘Our mission is to transform the economy through integrated and sustainable job creation,
investment promotion and vibrant stakeholder engagement.’

6. OurMandate
Carry out the promotion and implementation of high impact economic development initiatives and
investment promotions in Ugu District Municipality aimed at creating sustainable jobs and poverty
eradication

7. Strategic Objectives of USCDA

¢ Institutional Compliance: To ensure that USCDA operations are compliant with all
regulatory frameworks

¢ Financial Sustainability: To ensure that the USDA is financial sustainable and viable

e Capacity Building: To Capacitate USCDA to deliver and implement its core functions
efficiently and effectively

¢ Investment Promotion: To promote the growth and development of the Ugu District
Vision 2030

e Agriculture: To promote small scale farming in the Ugu District

¢ Growth and Development Strategy: Implement the Growth and Development Strategy
of the Ugu District - Vision 2030

e Property Development: To forge Public Private Partnerships (PPPs) to give effect to
economic development on State, Ingonyama Trust and land owned by the private sector

» Facilitate catalytic projects within the Ugu District

e Marine: To promote economic development within coastal and riverine zones

¢ Renewable Energy: To identify, attract, support or assist renewable energy initiatives
within the district

GOVERNANCE

8. Ownership

The Ugu South Coast Development Agency (USCDA) is wholly owned by the UGU District
Municipality (UDM) and was formed in terms of the Municipal Finance Management Act S84, It is
governed by the Municipal Finance Management Act 56 of 2003, Municipal Structures Act, Municipal
System’s Act and the Companies Act. The agency is governed by a Board of Directors, appointed in
terms of section 93E of the Municipal Systems Act, 2000. The board subscribes to the values of good
corporate governance and recognises the need to conduct the agency’s affairs with integrity and in
accordance with generally accepted corporate practices. The board has approved a Board Charter
which provides guidance to the Directors when discharging their roles and responsibilities. The
agency and the Board subscribe to the principles of the King I, 111 & IV Reports. The relationship
between the parent municipality and the agency is governed by a Service Level Agreement signed by
the two parties.

a! FPage
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The Ugu District Municipality has effective control over USCDA and is responsible for:

e Ensuring that the annual performance objectives and indicators for the agency are
established by agreement and are also included in the Agency's multi-year business plan in
accordance with $87(5)(d) of the Municipal Finance Management Act, 2003;

e Monitoring and annually reviewing the Agency’s budget against the agreed upon
performance objectives and indicators.

9. Board of Directors
The Directors are responsible for the following:

e The provision of effective, transparent and coherent corporate governance and effective
oversight over the affairs of the Agency;

¢ Ensuring oversight on compliance with applicable legislation and agreements;

e Communicating openly and promptly with the parent municipality of the Agency;

¢ Dealing with the parent municipality in good faith.

The board of directors are:

Name

Qualifications

Experience

DrS. Nzimande

Ph.D.

An academic of note having climbed the corporate ladder
from being an educator to the current position of Chief
Director — TVET Colleges. Has been a Board member for two
terms with a Clean Audit

Mr L Shezi

A pragmatic result driven individual and marine specialist
with a passion for community development.

Mr S Dlomo

LLB, Unisa

Self-employed attorney and a property developer with
interest in construction. Serving as Chairperson of the
Corporate Services and Finance Committee and passionate
about community development in impoverished areas,
contributing inordinate amount of time in such initiatives.

Mr V Naidoo

Currently MD of Leo Strategic Solutions (Pty) Ltd,

Studied Economics at the London School of Economics.
Holds qualifications in Total Quality Management,
Production and Financial Management. More recent
qualifications in Local Economic Development. Currently
completing dissertation towards MBA. lJoined family
construction business as MD responsible for all aspects of
construction management in the residential and commercial
sectors. Ongoing interest and participation in Local
Economic Development, SMME development and
mentorship of emerging enterprises.
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Mrs J Crutchfield

B.Comm
Accounting
Real Estate

and

An accomplished property professional with impeccable
track record in prestigious and iconic developments, notably
the Pavilion Shopping Centre, Westville, Durban. An active
community member passionate about the development
agenda of the previously disadvantaged persons forging
strategic partnerships for various community upliftment
programmes.

Mrs Z Mthuli

A retired educator with extensive experience on nourishing
talent and skills development. Served various role in non-
profit organizations impacting on the poorest members of
the community.

Dr E Zungu

An agricultural specialist and an all-rounder in food

production and rural development

10. Board Sub-Commiittees
The Board of directors decided to form sub-committees that would deal with issues affecting the
agency at a more hands-on approach. The following committees were then formed:

e Corporate Services and Finance Committee; and
e Projects Development Committee

10.1 Corporate Services and Finance

The primary objective of the Corporate Services and Finance Committee is to assist the board in
discharging effective human resources management by reviewing the effectiveness of the USCDA’s
human resources management systems, practices and procedures, and providing recommendations
for improvement, and also ensuring compliance to legislation. The Committee is also responsible for
the preparation of Budget, monitoring expenditure and submission of financial reports to Treasury
and other stakeholders, as well as IT and corporate branding.

Chairperson : Mr. S. Dlomo
Members : Mrs. J Crutchfield, Mr V K Naidoo, and Mrs Zonke Mthuli
10.2 Projects Development Committee

The primary objective of the PDC is to ensure the proper implementation of mandated projects and
management of the investment and trade activities

Chairperson Mr. L. Shezi
Members : Mrs J Crutchfield, Mr S. Dlomo, Dr E Zungu and MR VK Naidoo
11. The Audit Committee — Shared Service with Ugu District Municipality
The Committee which is a shared function with the entire family of Ugu municipalities is constituted

in terms of section 166 of the Municipal Finance Management Act, 56 of 2003. It is an independent
body that reports to the Board of Directors to assist the Board in discharging its duties relating to

10|Page
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safeguarding of assets, the operation of adequate system of controls, risk management, governance
processes and the preparation of accurate financial reporting and statements in compliance with all
applicable legal requirements and accounting standards

Chairperson Mr Paul Preston (Up to December 2019)
Ms. B. Jojo (From May 2020)
Members Ms. C. Elliot, Mr. Z. Zulu, and Ms. L.T. Khumalo {Appointed in 2020)

12. Board Meetings
The following table shows the meetings held for the 2019/20 financial year by the board and its sub
committees. It also shows the attendance thereof:

13. Remuneration of Board Members

APP STRATEGK
BOARD | BOARD | BOARD |PLANNING | BOARD
Workshop SESSION
BOARD MEMBERS 04.10.2019 | 22.8.2019 | 21.11.2019] 15.1.2020 | 12.3.2020 | 22.04.2020]Legond:
1 Dr. Sipho J. Nzimande Apol Apol v v v Apol
2 Joy Crutchfield v v v v v v v Atiended
3 Sandile Dlomo v v v v v v Apol | Apologies
4 Vijay Naidoo v v v v v v a Absent
§ Lindelani Shezi v v v v v v ¥ (depearly)
6 Dt. Ephraim Zungu Apol Apol Apol Apol Apol Apal ¥ {lete arriva)
1 Zonke Mthuli v v v v v v

The folilowing is the remuneration earned by the board members for the year 2019/20. The
amounts paid are informed by the National Treasury Circular for 2019 Remuneration of Non-Official

Members: Commissions and Committees of Enquiry and Audit Committees:

Salary Board Prep Other Total

Dr S] Nzimande 54 394 46 601 - 100 995
Mr. SD Dlomo 54 394 80 426 582 135 402
Mrs. EJ Crutchfield 33004 59721 2651 95 376
Mr. VK Naidoo 33004 58 692 - 91 696
Ms. ZP Mthuli 33 004 67 968 9074 110 046
Mr. LG Shezi 54 394 54 264 31994 140 652
Dr EM Zungu 33 004 18 Q00 5055 56 059

295 198 385672 49 356 730 226

ADMINISTRATION

14. The Organisational Structure
The USCDA operated for the period reported on utilising an organisational structure that is regularly
reviewed and approved by the board of the entity. The latest review and approval of the
organisational structure was on May 23, 2019. The position of the Development Manager: Special
Projects was vacant for the period of 2019/20. It is important to note as well that a number of

11 |Page
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positions remain frozen over the periods mainly due to financial constraints that the entity operates
in, which translates with having to do more with limited human resources.

APPROVED BY BOARD - -

ST

' DITRICT MAYOR I  Daaraa
l FROZEN
| BOARD OF DXRECTORS | POGMONS
COMpany Jecreery
CHIEF EXEZUTIVE OFFICER
= |
i 1
OEMERAL MANASEY GENERAL MANAGET.
CORFORATE 3ERVICES DEVELOPRENT
Adwin Ausistant, Adirin Asstwant.
Bervices Development
I | | 1
Huun- if 2 Maw, Special
b=r g rm AL b= Property g |
— I [ [ I
Inveatang
Suepy Gt Frometion G Offear - Ofcer: Properny Offices. Apaciet
Mackating OMMicer AQricullun Deveiopment Progects
Financial
Receptionist Admind
_C
Asalprant
Past-thwe

Carderm

15. The Financial Management

15.1 Financial Management Systems

Financial systems are an integral part of ensuring that the finances of the agency are accurately
accounted for and reported to the relevant structures. The agency currently utilises SAGE Evolution
for accounting transactions and SAGE People for its payroll systems. The two systems are seamlessly
integrated to ensure complete reporting of all transactions.

The systems are hosted by the parent, Ugu District Municipality. This means that financial
obligations that relate to the system with regards to licensing, backups and other processes are
borne by the parent.

Some challenges have been experienced during the year that relate to the connectivity of the entity
to the Parent’s servers due to expiry of agreements that were entered into with service providers,
Alternative means for connectivity were made, although they were slower than the traditional
connections, however work could be done. These issues have since been resolved although there
still remains risks of loss of connection.

The entity continues to be part of the implementation of mSCOA with Ugu District Municipality at
Ugu South Coast Tourism. The USCDA officials continue to participate on the implementation
activities but the entire implementation is yet to be completed. Some relevant modules remain not
implemented e.g. the Fixed Asset Register Module.

15.2 The Financial Position of the Entity

12|Page
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The Annual Financial Statements of the entity are attached later in this document; however, it is
important to highlight a few areas detail therein;

Grant Funding: The entity relies heavily on grant funding which is derived mainly from the
Parent, Ugu District Municipality and other local municipalities within the district. There is a
lot of uncertainty on the continued reliance on these grants due to firstly, the financial
position of the Parent, as well as issues or questions that are raised by local municipalities in
terms of the sustainability of the funding support to the entity. This calls for alternative
funding methods which the entity has pursued, unfortunately with very limited success.

Budget Allocations: In relation to the grant funding above, the budget allocations that end
up being made by the Parent specifically, is not enough to cover even the operations of the
entity including office rental, printing and stationery, salaries and allowances, board fees
and other operational obligations. This makes it difficult for the entity to ensure its going
concern and settlement of obligations as they fall due.

Delayed Transfer of allocations: Additionally, to the issues raised above, the approved
allocations are not transferred to the entity on time. This results in the entity not being able
to plan its cashflow activities as there is no certain timeframes at which the funds are
expected and received. The result of this is that as at the end of the 2019/20 financial
period, the parent owes to the entity allocations of almost R4million, which is a hugely
significant amount given our size. Above this, the delayed transfer of allocation gives rise to
the incurrence of interests and penalties which form part of fruitless and wasteful
expenditure, which has been recurring over the years.

15.3 Operating Policies and Procedures

In keeping with applicable legislations and good governance practices, the agency developed
policies and procedures that guide the day to day running of the institution. These policies are
reviewed regularly to ensure continued compliance with legislations and circulars issued by
various governing institutions like the National Treasury. New policies are also developed when
circumstances that require that present themselves.

The following is a listing of policies currently being utilised, introduced, and some being

reviewed.
¢ HR Policies e Finance Policies
o Recruitment & Selection o Petty Cash
o Training o Asset Management
o Acting o Bank & Cash Management
o Remuneration o Declaration of Interest
o Cell phone & 3G Data o Supply Chain Management
o Disciplinary Code & Procedure o Delegation of Authority by the
o Leave Board
o Resettlement o Procurement & Payment
o Termination & Exit Systems
o Individual Performance o Subsistence & Travel
Management System o Organisational Performance
o Ethics & Conduct Management
o Business Continuity & o Creditors’
Disaster Recovery Plan o Cost Containment
13|Page
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o Funding Model o Enterprise Risk Management
o Fraud Prevention e IT Policies
o Budget Policy e T & Organisational Communication
o Virements Policy
PEFORMANCE
16. Agricuiture

Reports attest that that Ugu has one of the fertile soils in the country and an abundance of land
currently lying fallow remains an opportunity cost in terms of poverty eradication and employment
creation. Indeed, agriculture is one of the sectors in the district that has a potential to bring solutions
to common economic challenges. Agricultural Value Chain Development was identified as one of the
strategic objectives in USCDA’s annual performance plan for 2019/2020. The main goal with this
programme was to facilitate impactful projects in the district through collaborative efforts and
resources with various stakeholders and the emphasis was on local economic growth whilst
developing emerging farmers to account for sustainability. In the beginning of the reviewed year,
agriculture development had planned to implement 12 projects that were later revised to 7 projects
because of budgetary constraints. However, agriculture thrived under the challenges of limited
budget for the implementation of the planned projects, agriculture projects achieved 80% of the
annual targets and 20% of the targets were not achieved. Nevertheless, the commitment and
support from both private and public partners was consistent, and triggered interest for more
investment from national and provincial departments, especially for the cultivation of niche crops in
Amakhosi Ugu areas. The highlights of projects below present passion and commitment of USCDA in
assisting Ugu emerging farmers in finding solutions to local challenges.

16.1 Investing in Fallow Fields

The fallow fields that were cultivated in district for the reviewed year is over 110Ha from black-
emerging farmers. A collective effort with key departments like Department of Agriculture and Rural
Development (DARD) made it possible for the success of the cultivation of fallow land. The support
varied from production inputs, extension services, packaging the produce to a secured market. This
project attracted more investments and partnerships i.e. National Department of Economic
Development that entrusted the entity to facilitate and coordinate the availability of arable in
Amakhosi land. The initiative was precisely for the cultivation of macadamia and resources allocation
was subject to the size of land Amakhosi were willing to pledge for the initiative, which came to a
total of 700 Ha made avail

able across the district.
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Radical Agrarian Socio-Economic Transformation Programme (RASET) is one of the governments
initiatives that were developed to express the need for integration of Government Programmes with
the view of creating a platform for historically disadvantaged individuals to participate in the
production, processing and distribution of food value chains. The approach is through identifying,
proposing and facilitating the establishment and preparation of economic infrastructure required for
production, packaging, processing and trading. The approach of the programme is to target
government’s food procurement purchasing power from different departments which gives direct
market access to small farmers and entrepreneurs, and eventually influence access to the private
markets. USCDA implemented this programme regardless of the absence of a contract from fresh
produce demand government departments i.e. Department of Health; Social Development etc. The
entity facilitated different markets in the reviewed year for more than 61 small growers throughout
the district. Some private markets e.g. Boxer packaged their opportunities for emerging farmers as
Enterprise Development that had capacitation on willingness to supply good quality produce for a
sound price. Neighbouring district agencies i.e. Harry Gwala & uMgungundlovu Development Agency
that had signed contract were approached for partnership which was favourable to supply available
produce from Ugu farmers,
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16.3 Securing Funding and Partnership

Securing funding and partnership project had it challenges hut the aim was to deliver on the key
agricultural projects that had potential to contribute immensely to the economic transformation of
the district. The rational was that all high value agricultural activities and primary product
beneficiation be utilized to maximize the economic benefit to rural-emerging farmers through
private and government programmes. In 2019/20 financial year about 41 temporal farm workers
benefited in Expanded Public Works Programme (EPWP) for a period of 12 months. Furthermore,
IDWALA Carbonate committed R3million for four (4) community gardens in the area under Ray
Nkonyeni-oShabeni from their Social Labour Plan. Lastly, was the partnership with LIMA Rural
Development Foundation to incorporate marginalized people into development interventions and
mainstream economy using inclusive methods. The engagements stemmed in a possible partnership
and a draft Mol was developed.

16.4 Value Adding/ Agro processors

An escalation demand of timber and interest of where it is sourced, triggered the consideration to

invest in supporting timber growers in the district. Timber growers are dominant on the further
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south part of the district under the local municipality Umuziwabantu and about 18 timber small-
scale were profiled for the benefit of potential investment, relevant programmes e.g. value adding
opportunities and markets from other departments. The aim is to uplift the forestry value chain that
operates in these rural areas to where these growers become sustainable and be businesses that
operate within local economy than regard it as poverty alleviation projects. The timbers were linked
with SEDA, Economic Development, Tourism and Environment Affairs (EDTEA) for business support
and development. Local agro-processors e.g. Macademia, Moringa businesses survive on exhibitions
where they market their products. Good relations maintained with government departments e.g.
Ugu South Coast Tourism, Department of Trade and Industry (DTI) etc, there were able to show case

and sell their products to the local and nationally.

17. Investment Promotion and Marketing
Investment promotion is one of the pillars of the economic development that the entity must ensure
to attract investors domestically as well as from abroad. This means that we must forge
relationships with provincial and local institutions like Trade and Investment KwaZulu Natal, who
have similar or even common mandate and target as us. A couple of events were either attended or

organised where the district and its investment potential are displayed and presented.

17.1 Manufacturing Indaba (14 -~ 15 August 2015}

The annual KwaZulu-Natal Manufacturing Indaba was hosted at the Durban ICC from 14-15 August
2019. The aim of the Manufacturing Indaba and its provincial roadshows is to focus on and boost the
growth potential of key industry sectors and to provide a platform for informative and interactive
sessions with the prime movers of the nation’s manufacturing sectors.

Although USCDA did not have an exhibition stand at the Manufacturing Indaba, we facilitated
participation of three} companies from our district under the banner of TIKZN.

17.2 Umdoni investment Summit (15 August 2019)

The summit was a gathering of property developers, representatives of local business forums and
key sector departments to forge long-term business relations to address some development
challenges. These challenges include low to moderate levels of economic activity, high levels of
unemployment, low skills base and high infrastructure needs, amongst others.

As one of the economic hubs of the Ugu District and one of the five secondary investment nodes of
the province, the municipality has significant investment and growth potential, with agriculture and
tourism being the main economic sectors that form the backbone of the Umdoni local economy. The
aim of the summit was to attract investment and create employment in new and existing industries,
as well as to unlock the investment potential of key economic sectors within the municipality.

On the agenda was to improve the business environment through competitive transaction and
regulatory costs, streamlined business licensing processes, well-developed local infrastructure and
sound investment value propaosition.

It is at this summit that Umdoni announced the long-awaited Umdoni Municipality investment
incentives.
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17.3 KZN Investment Conference {12 — 14 September)

The KZN Investment Conference took place on 12-14 September 2019. During the conference,
construction of the Durban Aerotropolis was announced as one of major projects in the province.
The area would become a trade hub, offering modern residential areas and recreationai facilities.
The MEC for economic development Dube-Ncube said trillions of Rands in investment were
expected and thousands of jobs should be created.

The international investment conference themed Aerotropolis was hosted with the effort to attract
more investors to the hub and other flagship projects within the province.

Alongside the conference was an exhibition from different entities which USCDA was allocated an
exhibition stand. Two companies exhibited in this event.

In addition to the above-mentioned events, USCDA supported and made presentations to the
Women in Agriculture event held at the Port Shepstone Civic Centre on the 4™ of September 2019,
Also, USCDA attended and witnessed the launch of Ugu Youth Radio state of the art broadcasting
studios at Oshabeni on the 27" of September 2019.

17.4 Media and Advertising

17.4.1 Print Media

USCDA got an opportunity to advertise on the DIRCO internal newsletter called Ubuntu Magazine.
This newsletter gets distributed in all South African Embassies abroad.

17.4.2 Digital Media

The electronic investment promotion video was developed and circulated on all events attended by
USCDA. With the starting of lockdown, USCDA produced a digital promotiona! video which could be
forwarded on digital platform such as cell phone.
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ANNEXURES

18. The Annual Financial Statements

guscda

Ugu South Coast Davelopment Agency

Ugu South Coast Development Agency SOC Ltd
(Registralion number 2018/158371/30)
Anmul Financlal Statements
for the year snded 30 June 2020
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Ugu South Coast Development Agency SOC Litd
(Registration number 2018/158371/50)
Annual Financial Statements for the year anded 30 June 2020
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Ugu South Coast Development Agency SOC Litd
{Ragistration number 2016/158371/30)
Annual Financiel Stxterments for The year ended 30 June 2020

Directors’ Responsibilities and Approval

Tha direcirs are required by the Municipel Finance Msnsgement Aot (Act 58 of 2003) to maintsin sdequate accounting
records and ere resporsibie for the content and intagrity of the annual financial staluenants and relatod financial information
Inchuded in this report. R i the responality of the direciors o ensure Thal the snnusl financisl sistemants faitly present the
state of affsics of the snlity es st the and of tha Bnancial year and the rezults of its aperations and cash lows for e period then
sndad. The axtemel sudiors are sngagad 12 axpress an independent opinion on the annusl financisl steterments snd was plven
unrestrictad socess w0 all fnancial records and related dats

Conuideration is alsc gven (0 The provisons of the Compenies Act (Act 74 of 2008} to ensurm fhat such provisions are not

The ennusl financial statemanis have been prepared in socordance with mmammmmmm
Practios (GRAP) nduding any interprelatiors, guidelines and directives issusd by the Accounting Standerds Bosrt,

Tre sanual finsncdial slalements sre bassd vpon spproprisie sccounting policias consistently applied and supposted by
reasonable and prudent judgemaenty and axtimates.

The direciors acknowiedge that they wre ultimately resporiadie for Ine system of inlemal financisl cotrol esiablished by ¥
sntty and place considerable importsnce on maintaining 8 strong control environment To ensbie the directors 10 meet these

conducted in a manner that in a¥ rezsonable cwoumsiances i shove reproach. The locus of risk management in the entity I
on ideniifying. assessing, mansging and moaltoring &l forms

ully eliminaied. the emity endeavours lo minimise & by ensuring that sppropriate infrastuciune  controle, systems and athical
behaviow are applied snd menaged within pradstarmined procedured and constraints.

The directors are of the opinion, based on the inkmation and explaneticns given by mansgement, that the system of mtemsl
control provides ressonsble assurance that the inancial records may be relled on for the preparstion of the snnusl Mnancial
statemonts. However. any systom of miemad financial control can provide only rassonsbie and not shachule, sssurance
againal material misstatemant or defictt.

The direciors hava mviswed the entity's cash flow forecast ke the year o 30 June 2021 end, in the Eght of this review end (hs
cutrent inancial position, they sre concemed that the inconsistend transfer of allocations by the parent in the current Tinanclal
petiod, and the transfers that remain not ransferred at year end. may mean thst the antlly does nol have accass to adeguats
rasources 1o £oninue in operetionat eistence for the foruseesbis future.

The entity Is largaly dependeni on the Ugu District Municipaltty for continued funding of operstions. The annusl Fnancud
statemonts are prepared on the basia that the eniity ks s going concem end thal the Ugu Distriot Municigality hae neither the
indaniion nor the need 0 quidate or curlail materinlly the scels of the enitty.
mumunmwmmmwmumamm they oro supponied by the entity's extemal
ly reviewing and reporting on the antity's anmsal fnsncesl ststementa. The
antity's axtemnal auditors and their epoit is presantad on page 4

o Hoon prepared on e going concern basls were approved by
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Ugu South Coast Development Agency SOC Ltd

mummmwaowimnmn
Annual Financial Stetements for the year ended 30 June 2020

Directors® Report

The diecions submit thalr report for the year enced 30 June 2020,

1. incorporetion
The entily was incorporated on 13 April 2016 and obiained s certificats 0 commenos business on the same dey.

2 Raview of activitiss

Main business and opertions

Ugu South Coast mqmmlmaummmmmmummmm
Development within the Ugu

The operating results and state of affains of the entity are fully set out in the atiached snnual inancial statsments snd do not
In our opinion require any Rurthar comment.

3. Going concem

mnmumm«nhmmmmwmwnym.mgmmy
mmmth.lhhhlﬂllll obBgations as it doss not have enough invesiments, cash snd other sasels W repay &
short term obfigations. This significantly contributes o going concern unceriainty as well as severs cash-flaw and oparstional
ditficulties. The Entity doss not have sdequate capitsl a8 & did not have suflicient cash and other resources 10 pay
rada and other payables. Further, unspent conditional axcebded avalisbie cash st yasr-end.

Tha Entity's revenus {such as Municipsl grants, end consumer nevenus for renis] and other senviced) exceeds iy expenditure
(such &3 employes costs, rent, and othar operational costs). A net surpius Indicates that the Esvilty can ressonably contain s
operating expendiure and collatt ite reseonably anticipsted revenue.

Furthar, e Entity's mansgement and the leadernship mmsins commited to mw;wmm«-mﬂfw
this purposs will monitor the implemantation of budgels, including expanditure, revanue collaction and borrowing. Tha effsctive
Nunclianing of the budget procasses will coniribila signiicantly to doveloping and sustsining fnencial heaith In the Entity

4 Subseguentevents

Tha direciors are not swam of any matter o circumstancs arfaing sinos the end of the knancial year

& Divectom

The directors of the ontity during the yess and to the dats of this report are as follows:

Nome

Dr Siphn J Nximands

Jay Crutchfield

Bandle Diomo

muwo

Lindelani Shexzi

D¢ Epivaim Zungu
Zonke Mihuli
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Ugu South Coast Developmaent Agency SOC Ltd
[Ragiatration number 2018/188371/30)
Annual Finandis] Statements for tho year anded 30 June 2020

Directors’ Report

Guscda

Nutnber of meetings attended by the direcion

& Audiors
Auditor Ganeral South Afvica wili conlinua in cifice for the naxt inanctal pedod,

Westings

L NN R W N

Speolal Strategle
Mestings  Masting
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Ugu South Coast Development Agency SOC Ltd
{Reglatration number 2016/158371/30)
Annusl Fingncis) Statements for the yeer ended 30 Jund 2020

Chief Executive Officer’s Certification

Chief Exscutive OMMicer's Cortificats

| am responsible for the preparation of thase annual nancisl stalements in termns of Secion 124{1) of the Municpsf Finance
Mansgemant Act (Aci No 58 of 2093), and which | have signad on bahalf of the municipal entity.
InﬁymhmmmmmﬂHMMMnmdhmbﬂnﬂh-llnnuihuddMnum
within the upper limis of the framework envisaged in section 218 of tha Conslitution, read with the Remunsrsbon of
cm-swmmwuuzommwmmwdnmwuwmuaummm

™ ncial sistemants have been red in accordence with Standards of Generally Recognised Accoul
Pra;lgot )lemwm-\ddlﬁnﬁnlbwnb;hm Shnmmm

Nr. M. Mabece
Chisf Exscutive Officer
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Ugu South Coast Development Agency SOC Ltd
{Registration number 2016158371 30)
Annuat Financial Statements for the year ended 30 June 2020

Statement of Financial Position as at 30 June 2020

Figures in Rand Notes 2020 2018
Restated"

Assets

Non-Current Asssts

Property piant and equipmani 2 256 543 264 208

Investment property 3 9349 310 9348 310

Intangible assets 4 9824 12 700

s815877 0414 218

Current Assets

Receivables from exchange ransachona H] 12 900 12 900
Receivables from non-axchange ransattions 8 4021411 1039 329
Cash and cash equivalents 7 2411882 3232015
§ 446 193 4204 244
Tetal Assets 14061870 13 900 460
Liabitides
Current Liabilities
Other financial kabdtios 8 4570 184 4382181
Operating lease knbility L 7549 u
Payables from exchange transactions 10 299 3¢ 635121
VAT payable 1" 383 807 3687 384
Unspent conditonal grents and receipts 12 6 054 942 3807 967
Provisions 13 264 876 200 995
10 568 272 9302649
Total Liabilities 10 560 272 9302 848
Mot Asosls 5491598 4 897 012
Accumulated surplus 5493598 4597 812
T
26|Page

USCDA Annual Report 2019/20



Ouscda

Ugu South Coast Development Agency SOC Ltd
{Registration numbar 2016/158371/30)
Annyal Finzndlal Statements for the year ended 30 June 2020

Statement of Financial Performance

Figures in Rand Notes 2020 2019
Restated"
Revenus
Ravenus from exchange transactions
Rental incoma 14 189 428 o200
Sundry income 15 18123 2000
interest recelived 16 102 782 102 811
Total revenue from axchange transactions 190 333 196 120
Ravenus fram non-axchangs tramactions
Transfor revenue
Government grants & subsidies 17 9335069 8874518
Total revenue 18 9 625 402 9070638
Expenditure
Contraciac services 19 {768 166) (1053 343)
Depreciation and amortisation 20 {54 892) {68 820}
Directors remunerstion F1l {730 228) {782 002)
Employes related costs 22 (5211372)  (5579002)
Finance costs 23 {282 342) {297 793)
Laasa rentals on operating lease 24 (682 462) {625 246}
Operational costs 25 (Y033330) {1885 228)
Total expenditure (8782788) (10 200 524)
Surplue / (deficly) for tha year 382613 {t MO BO%)
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Ugu South Coast Development Agency SOC Ltd
{Registration nurber 2016/ 58371/0)
Annual Financial Statemenis for the year ended 30 June 2020

Statement of Changes In Net Assets

Accumulated  Total net

Figures :n Rand surplus assats
Balance at 01 July 2018 3517898 5817 698
Changes in net assels
Surplus for the year (1219885) (1219 886)
Total changes (1219888) {1 219 886)
Opening balance as previously reported 4 357 441 4 357 441
Adjustments
Prior yaur adjustments 273544 273 544
Restated” Balance a101 July 2019 a» rostated” 4630836 4630988
Changes in nel assets
Surplus for the year 882 813 882 613
Total changes 852 813 862 613
Balancs at 30 June 2020 § 493 698 § 493 B9
Nots 33
- -
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Ugu South Coast Development Agency SOC Ltd
{Reglstration numbar 2016/158371/30)
Annual Financial Statements for the year endad 30 June 2020

Cash Flow Statement

Figures in Rand Noles 2020 2018
Roastated*

Cash flows from operating activites

Recelpts
Sale of goods and sarvices 169 428 93 209
Grants. 7 709 982 B 531281
Interast Income 102 782 102 91
Other recepty 18 123 2000
8000295 8 729 401
Payments
Employee costs (5947 000) (6 361 894)
Suppliers (2658 002) (1501945
Finance costs (282 342} {297 793)
{9880 244) (8 251632)
Net cash flows from oparating activities 26 {780 049) 477 768
Cash flows from Investing activities
Purchase of property. plant and equpment 2 (21 184) -
Nat increanai(decrease) in cash and cash equivalents (320133 47T 768
Cash and cash equivalents al the beginning of the yesr 3232015 2754248
Cash and cash aquivalents at the end of the year ? 2411 882 3232015

10
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Ugu South Coast Development Agency SOC Ltd
(Ragisttation numbar 2015/158371/30)
Anrwal Francal Statements for the year ended 30 June 2020

Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis
Approved  Adjustmenis  Final Budgat Actusl amounts  Diffarence Reference
budget on comparable between finad
basis budget and
Figures n Rand actual

Staternent of Financlal Performance

Revenus
Revenue from axchange
transactions
Rental incoma 316 800 (98 B0O) 218 000 168 428 (48 672} Appendix E(1)
Sale of tender documants 52 800 {49 800) 3000 18 123 15123 Appendix E{1)
Intarest recaived 130 009 - 130 000 102 782 (27 118) Appendix E{1)
Total revanus from sxchangs 499 00 (148 $00) 351 000 280 333 {60 887)
transactions
Revenue from non-exchange
transactions
Tranafer revenue
Municipal grants & subsides 11 387 412 1467088 12844 600 9336069 (3 509 431) Appendix E(1)
Total revenue 11 887 112 1308408 13185600 $ 6268 402 {38T0 098
Expenditure
Employee related costs (3408004) (1868965) (8277089 (5211372) 85 887 Appandix E(1)
Depreciation and amortsation (68 640) 5 {60 840) {54 892) 13 748 Appandix E{1}
Finance costs . (90 000) {90 000} (282 342) {192 342) Appendix E(1)
Directors Remunaration (822 083) (50000} (872 083) (730 226) 141 867 Appendix E(1)
Contracted Services (1563 722) 30000 (1833722 (788 185) 765 887 appendix E(1)
Operstional costs (4 457 902) (896 084) (5353988) (1715792) 3638184 Appendix E(1)
Tota! expanditure (10320451} {2075049) (13185600) (8T62789) 4432711
Swplus before taxation 13566 881 {1 888 881) . 282 813 262013
Actusl Amount on Comparable 1 888 881 {1 588 561) - 882 813 862813
Basis as Presented n the
Budget and Actus
Comparative Statement
Reconcllistion
11
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Ugu South Coast Development Agency SOC Ltd

{Registration number 2018/158371/30)

Annual Financial Statemants for the year ended 30 June 2020

Accounting Policies

Figures in Rand Notes 2020 2019

1. Presentation of Annual Financlal Stataments

Tha annuad financial stetements have been prepared in accordance with the Standands of Genearelly Recognised Accounting
Practice (GRAP), issued by the Accounting Standards Board i accordance with Section 122(3) of the Municipal Finance
Management Act {Act 58 of 2003), and the standards and pronouncements that form the GRAP Reporting Framework lssued
by the Accounting Standards Board (ASB) as updated.

Consideration is also given to tha provisions of the Companes Act (Act 71 of 2008} to ansure that such provisions are not
contravensd.

Theas annual financial statements hawe been prepared on an accrual baals of accounting 8nd ere in accordance with histoncal
cast convantion as the basis of measurement. unfess specified otherwise. They are presented in South African Rand.

In the absence of an issued and effective Standard of GRAP, accounting policies for material transactions, events or conditions
were deweloped in accordance with paragraphs 8, 10 and 11 of GRAP 3 a3 mad with Directive 5.

Assets, liabilities, revenues and expenses weare not offset, axcept where offselting is either requined or permitied by a Standsrd
of GRAP.

A summary of the significant accounting policies which have besn conastently applied in the preparation of these annuat
financial slatements, are desclosed below

GRAP 1 Presentation of Financial Statementa

GRAP2  Cash Flow Statemants

GRAP 3  Accounting Policies, Changes in Accounting Estmates and Errors
GRAPS5  Bomowing Coats

GRAPYS  Revenus from Exchangs Transactions

GRAP 13 Leases

GRAP 14  Events Alter the Reporting Date

GRAP 16  Investment Property

GRAP 17 Property, Plant and Equipment

Provisions, Contingent Liabilities and Contingent Assels
GRAP 21  impairment of Non cash-ganerating Assets

GRAP 23 Revenue from Nonmechange Transactions

GRAP 24  Presuntation of Budgst Information in Financial Stataments
GRAP 25 Employee Benelits

GRAP 32  Sarvice Concession Arrangements. Grantor

GRAP 102 Intangible Assets

QRAP 104 Financial Instruments

GRAP 108 Statutery Recaivables

GRAP 109 Accounting by Principals and Agents

LI I R A A N RN
g
-
L)

These scoounting palicies ane consistent with the pravious period.

1.1 Pressntation currency

These annual financial statements are presented in South African Rand. which is the functional currency of the entity
1.2 Going concemn assumption

Thase annual financial statements have been prepared based on the expeciation thal the entity wil continue to operate a3
a going concern for al least the next 12 months.

1.3 Property, plant and equipment

Property, planl and equipment are tangible non-current assets (including infrastruciune assets) thal ere held for use in the
production or supply of goods or services, rental i others, or for edminiatrative purpases, and are expacted fo be used during
maore than one pariod,

12
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Ugu South Coast Development Agency SOC Ltd
(Regiztration number 2016/158371/30)
Annua! Financiad Statements for tha year snded 30 June 2020

Accounting Policies

1.3 Property, plant and equipmant {conthhued)
The cost of an item of property, plant and equipment is recognised as an assst when

* itis probable that future economic benefits or service potenbal associsted with the item will flow to the entity; and
v the cost of the item can be measured rehebly.

Property, plant and equipment is initially messured at cost.

The cost of an ilem of property plant and squipment is the purchase price and other costs atinibwtable to bring the assat to the
location and condition necessary for it to b capable of operating in the manner imtended by managsment. Trade discourts and
rebates are deducted in arriving at the cost.

Where &n assel 15 acquired through 2 non-exchenge transaction, its cost IS its fair value as at date of acquisition.

Whers an jtiam of property. plant and equipment is acquired in exchange for a non-monetary assat of monstary assets, or a
combination of monetary and non-monetary assets, the asset acquired is intially measured at fair value (the cost). If the
acquired itern’s fair value was not determinable, e deemed cost s the caerying amount of the asset(s) given up.

When significant components of sn item of property, plant and squipment have different useful lives, they are sccountad for as
ssparate itsms (major components) of property. plant and equipment.

Costs include costa incurred Inftially to acquire or construct an tem of proparty, plamt and equipment and costs incumed
subsequantly to add to. replace part of, or service it. If a replacemaent cost is recognised in the carmying amount of an kem of
property. plant and equipment, the carrying amount of the replacad par is darscognised

The initidl estimite of the costs of dismanting and removing the ilam and restoring the site on which it is located is atso
included in the cos! of property, plant and equipment, whena tha enlity is obligated to incur such expendituwe, and where the
obligation arises as a result of acquiring the assel or using it for purposes other than the production of inventories,

Recognition of cosls in the carrying amount of an item of properly. plant and equipment ceasas whan the filam is in the ocation
and condition necessary for it to be capabls of operating in the manner intended by management,

Mems such =s spara paris, standby equipment and sarvicing equipment are recognized when thay meet the definiion of
property, plant and equipment.

Property, plant and equipment are depreciated on the straight-line basls over ther expectad useful Jves.
Property, plant and equipmenl is carried at cost less accumudated depreciation and any impaiment losses.
The usehul lives of items of property, plant and squipment have been essassed as follows:

Itam Depreciation method Average useful life
Furniture and equipmenl Stradght-line 6-15 years

1T equipment Straight-hne 5-10 years

Each part of an il of property. plsnt end equipment with a cost thal is significant i relation to the total cost of the dem is
depreciated separately.

The depreciation method used reflects the patiem in which the assel's fulure economic benefits or servce potential ara
axpected to be consumed by the entity. The deprecialion methed applied to en asset is reviewed at least al each reporting date
and, if thero has beon a significant change in the expected pattern of consumption of the future sconomic banefits or service
potential embodied in the asset, the method Is changed to reflect the changed pattern. Such a change is accounted for as &
change in an accounting estimate.

The entity sssesses af esch reporting dale whather thera is any indicaticn thal the entity sxpaciations sbout the residual value
and the useful life of an assst have changed since ihe preceding reporting daia {f any such indicabon exats, the snlity revises
the expected uselu! lifa and/or residual value accordingly. The change s accounted for as 4 change m an accounting estimate.

The depraciation charge for each period is recognised in surplus or deficit unless it 18 included in the canying amount of
another asset.

13
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1.3 Property, plant and squipment (confinusd)

ltems of property, plant and equipment ars darecognisad when the ssset s disposad of or when thera are no further sconomic
benafits or service patential expeciad from the use of the asset

The gain or loss srising from the derecognition of an item of property. plant and equipment is included in surplus or deficit when
the ilem is derecognised. The gain or loss arising from the derecognition of an kem of property, plenl and equipment is
determinad as the difference betwean the net disposal procesds if any, and the carrying amount of the Hem,

Tha entity separataly discloses expenditure to repair and mainian propady, plant and aqguipment in the notes to the financia!
statements (aee nate ).

14 (nvestment property

Investmant property is proparty (land or a bufiding - or part of a building - or both) hald to sam rentais or for capital appreciation
o boih, rathes than for

*  use in the production or supply of gooda or sarvices or for

*  administrative purpoees, of

*  salein the ordinary course of operations.

Qwner-ocoupled property is property held for use In the production or supply of goods or sendcas or for administrative
purposes.

investmant property is recognised as an asset when, it is probable that the future economic benefits or servica potantial that
ars associated with the investmen! proparty will flow to tha entity, and the cost or fair value of tha invesimant property can be
maasured reliably.

Investmant proparty is initially recognised at cost. Transaction costs are includad in the initial measurement.
Where inveatment property 18 acquired through a non-exchange fransaction, its cost is its fair value as at the date of
acquisilion,

Costs include costs incurred initially and costs incured subsequently to add 1o, or to replace & pan of, or service a property. If o
replacemant part is recognisad In the canying amount of the investment property, the camrying amount of the raplaced part s
darecognised.

Cost mots|
Inveatment property is caried at cost leas accumulated daprecistion and any accumulated impairment loases

em Usefud life
Property - land Indefinite

Investment property i3 derscognised on disposal or when ihe investment property Is parmanently wilhdrawn from use and no
future economic benafits or sarvica polantial are expaciad from is disposal.

Gains or losses arising from the retirement or disposal of investment property is the difference between the net disposal
procaeds and tha camying amount of the asset end is recognised in surplus or deficit in the period of retiremaent or disposal.

15 Intangible assota

An asset is identifiable i it either:
« s separabls, i.e. is capable of baing separatad or divided from an entity and sold, transferred, ko d ted or
exchanged, sither individually or together with & related contract, identifable assets or hability, regardiess of
whether the entity inlends to do so; or
*  giises from binding errangements (including rights from contracts), regardiess of whather those rights ere
transferable or separabls from the entity or from other rights and obligations

A binding arrangement dascribes an arangement that confers similar rights and obligations on the parties to it as if it were in
the form of a contract

14
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1,6 intanplkle assets (continued)

An intangibie auset i recognmed when:
s it 13 probable thal the expected future econcmic benefits or service potential that are attributable to the asset will
flow to the entity. and
¢ the cost or far value of the asset can be measured reliably.

The entily assesses the probability of sxpected future economic benefils or service polential using reasonable and supportable
assumptions ihat reprassnt managament's bast estmate of the sat of aconomic conditions that will exdst over the useful ke of
the asset.

Whaere sn intangible esset 13 acquired through a non-exchange transaction_ iis nitsl cost at the date of acquisition is measured
at its far value as at that date

Expanditure on ressarch {or an the research phase of an intamal prajact) is recagnised as an expensa whan & is incurmed,

An|m-ngbhnululungfrwndevclopmont(orhmIhodavalopmontphnuofanntarnalpmbcl)hmoogmsadmn

it s lechnically fessible to complete the asset so that & will be avaiable for use or sale.

* there is an intention lo completa and use or gefl it

s theie is an ability to use or sell it

* it will generale probable future economic benefits or service potential.

s thare are available technical, financiel and athar resources o complete the developmant and to use or sall the
assel.

*  the expenditure atiributabla io the asset during s davelopment can be measured reliably,

Intangibie assets are camied st cost less any accumuiated amortisation and any impasmaent lossos

An inlangible asset is regarded as having an wdefinite useful Iife whan, based on all relevant fectors, them is no forsseeable
fimit to the pariod over which the asset 13 expacted 1o generats net cash inflows or service potential. Amortisation i not
provided for these intangibie assats, but they ane tested for impairment annually and whenever thera is an indication that the
asgsl may be impaired. For all other inengible assets amortisation 13 provided on a straight-line basls over thelr uselul like.

The amartisation period and the amortisation method for mtangible assets are reviewed at each reporting date.

Reassessing the usedd ke of an intangible assat with 8 finite useful kife sfter it was dlassified as indefinits is an indicator thal
the uwr;wbompalrw. As 3 result the asset is teated for Impairment and the remaining camying amount is amortised over
its usehul I

Intarnally genaraiad brands, masthasds, publishing tties . customer ksts and items simbar in substance are not recognised as
intengible assats.

Internadly ganarated goodwill is not recognsed as an intangible asset.
Amortisation is provided to write down the intangible assets on a straight-ime basis. to their residual values as foliows:

Itern Ospreciation method Avarage useful life
Computer software Straight-fine 2-5 years
Intangible esseta are derecognsed:

*  ondsposal or

*  when no future aconomic banefits or servce potential are expectad from ke use or disposal.
1.6 Financlal inatruments

A financtal instrument s any confract that gives rse to a financial assst of one entity and a financial fisbility or a residual
interast of another entity.

The amortised cost of a financial asset or financial Rabitty is the amount at which the financial sssst or financial hability is
measured at initial recognition minua principal repayments, plus or minus the cumulative amortisation usmg the effective
misrest methed of any diffsrence behween that intial amount and the matwity ameunt, and minus any reduclion (directly or
through tha use of an allowancs account) for impairmant or uncollactibilty,
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1.6 Financldd instruments (continued)

lion i the removal of a previcusly recognised financial asset or finsncial lability from an entity's statament of
financial positon.

Aderivauve is a financial instrument of other contract with all theee of the following characleristics:
Its value changes in responss 1o the change In a specified interest rate, financial instrumant price, commodity prica,
foreign exchange rate index of prices or rates, credit rating or credt index, or other variable, providad in the case of
# nar-fingncial vasiable that the variable is not specific ic a party to the coniract (sometimas calied the undarlying').
s N requires no initial net (nvestmeni or an initiel net investment that is amafier than woukd be requrred for other types
of contracts that would be expected to have & similar response lo changes in market factors.
*  lis setiled at a future date.

The sffactive intarest mathad is a method of calculating the amortisad cost of a financial asset or a financeal Labhity (or group of
financial assats or financial kabiktes) and of allocating the intsresi incoma or intarest axpanse over the relevant period. The
offective intarest rals is tha rate that exactly discounts eatimated future cash paymants or receipts through the expectad life of
the financisl inatrument or, whan appropriaie. & shorter period t¢ the net carrying amount of the financial asset or financial
hisbility. When calculsting the affective interest rate, an entity shall estimate cash flows congidenng all contractual kenms of the
financia! instrument {for example prepaymenl, call and stmilar options) bul shall nol consder future creddt ksses. The
caloulation includes ol fees and ponts paid or received between partres to the contract that are an integral part of the effective
Interest rote (ses the Standard of GRAP on Revenus from Exchange Transaclions), ransaction costs, and all other premiums
or discounts. There Is a presumption that the cash flows and the expectad life of a group of simtlar financial insiruments can be
estimated reflably. However, in those rare cases when it (s not possible to rekably estmate the cash flows or the expected life
of a financial insirument (or group of financial nstrumants), the entity shall use the contractual cash flows over the full
coniractual term of the financial instrument {or group of inancisl instruments).

Fair value is the emount for which an asset could be exchanged. or a lability setted, betwesn knowledgeable willing perties in
an arm's length transaction.
A finencial ssset i,

- cash;

+  aresidual intereat of another entity; or

¢ acontractual right to:

- neceive cash or another financial asset from ancther entity. or
+ exchange financial assets or financial llabliities with another entity under conditions that are potentially

favourable to the eniity.

A financial guarantes contract is a contract that requires the ssuer to make spacifiad paymants to reimburss the holder for a
loss it incurs because a specified debtor isils to make payment when due in accardanca with tha original or modifiad tarms of a
debt instrument.

A financial lighdity is any liabllity that is a contractual obligation to:
*  dofiver cash or another financial asset 1o another entity; or
+  exchange financial assets or finagncial kabllities under conditions that are potentially unfavourable to the entity.

Interest rats risk is the risk that the fsir value or fulure cash flows of a inancial instrument will Auctuate because of changes in
market interast rates

Liquidity risk s the fisk encountered by an entity in the event of dificidty in meetng cbligations associated with financial
Nabilitles that are settled by delivaring cash or another financlal asset

Loan commitment is a firm commitment to provide cradit under pre-specified terms and conditions.
Loans payable ane fingncial fiabilities, other than short-lerm payables on normal credil terms.

Market risk is the risk that the falr value or future cash flows of a financial Instrument will fluctuate because of changes In
market prices. Markel risk comprises thres types of risk: curmency risk, intarest rate risk and othar price risk

Othaw price risk is the risk thal the fair valus or fulure cash flows of a financial instrument will Auctuate bacausa of changes in
markat pricea {cther than those asising from interes| rate risk or curmency nsk), whather those chanpes are causad by faciors
apecific to the individual financial instrument or its msuer, or factors affecting a¥l amilar financial instruments traded in the
market
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1.8 Financlal instruments (continued)
A tnancisl asset is pasi dus when a countarparty has fatled io make a payment when contractually dus,

A residual interest is any contract that manifesis an Intoresi i the assels of an entily after deducting all of its liabilites. A
msdual imeres! includes contribulions from owners, which may be shown as
equity instruments or simitar forms of unutilised capital;
+ @ formal deasignation of a transfer of resources (or a class of such transfers) by the parties to the ransachon e
forming part of an antity’s net assets, either before the contribution occurs or at the time of the contribution; or
« & formal agresement, in relxtion to the contribution esiablishing or wncressing an existing Anancial nkerest in the net
assets of an entity.

Transachon costs ame incremanis! costs that are diractly attributeble Lo the scqusttion, issue or disposal of @ financiel asset or
finsncial lisbility. An incremental cost is cne thal would nat have been incurred if the entity had not acquired, ssued or
disposed of the financial instrument.

Financial instruments at amortised cost are non-derivative financial assets or non-derivative fnancial liabiities that heve fixed
or determinable payments, exciuding those inatrumsents thal

*  the entity designates at fair value at initial racogniton; or

+  are held for trading.

Financis| instrumasnts st cost are invesiments In residual interests that do not have & guoted markot price in an active market
and whose fak value cannot be reliably measuned.

Finandal instrumants at fair valus comprisa financial sssets or financial lizbilties that are:

derivatives,

+  contingent consideration of an scquirer in & transfer of functions betwoen entilies not under common contral te which
the Standard of GRAP on Transfer of Functions Between Entities Not Under Common Control (GRAP 108) applies

+ combined instrumants that ara designated at fair value

¢ instruments held for trading. A financial instrumant is held for trading
= itis acquired or incumed principalty for the purpoae of seling or repurchasing & in the near-tsrm; or
- on initial recognilion it is part of a portiofio of identified financial instruments that are managed together and for
which there is evidance of a racent actual pattern of short term prafit-taking,
= non<derivative financial assats or financial liabilities with feed or Gaterminabla payments that are dasignated st
fair value ot initisl recognition; and
= financial instruments that do not meet the definition of fingncial Instruments &t emortised cost or financial
instruments at cost.

Classification

The entity has the following types of finsncial assals (classes and category) as reflected on the face of the statement of
Fnancial position of in the notes thensto:

Class Category
Trade recelvables from sxchange ranssctions Fingncial asset measured at fair value
Trade recaivables from non-exchange transactions Funancial asset messured at fair value
Bank, cash and cash equivalants Financial asset measured at amortised cost

Tha entity has the following typss of financial liabiities (classes and category) es reflected on the face of the statement of
financial position or in the noles thanety:

Class Category
Trade payables from exchange ransactions Financial liability meastred at fair vakio
Other Financial iabikty Financial liabflity measured at amortised cost
Government grants and subsidies Financial hability measured at fair value
17
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1.7 Leases

A |sase iz classified a3 a finance leasa if it transfers substantially all the riske and rewards incidental to cwnenship. A lease s
classified as an operating lease if it does not trensfer substantrelly all the nsks and rewards incxdental tn ownership,

When a lease includes both land and bukdings elements, the entity assesses the classification of each element separately
Finance leasss - laasor

Tha enlity recognises finance lease receivables as assats on the statemant of financial position. Such assets are prosented as
@ receivable at an amounl aqual 10 the net investment in the leaae.

Finance revenua is recognisad based on a paitem reflacting a constant penodsc rate of retum on the antity's net investment in
the finance lease.

Finance lsases - [sssee

Financa leases are récognised ag assets and flabilites in the statement of financ:al position at amounts squal to the fair value
of (he leased property or, if lower. the present valua of the minimum jease payments. Tha comesponding lability to the iessor is
included in the stalement of financial pealtion a3 a finance lease cbhgation.

Tha discount rate used in calculating the present value of the minimum lease paymaenis is the entity's incremental borrowing
rate

Minimum lease payments are epportionad botwesn the financa charge and reduction of the outstanding kiability, The finance
charge is allocatad o each period during the lease term 30 as 1o produce a constant periodic rate of on the remaining batance
of the Kability.

Any contingent rents ams expansed in the period in which thay ars incurred.

Qperating leases - leasor

Operaling lease revenue is recognised as revenue on a siraight-line basis over the lease term.

Initial direct coets incurred in negotiating and arranging oparating leases are added to the carrying amount of the leased assat
and recognised as an expanse over the lesse tarm on tha sama basis as the leass revenue.

The aggregats cost of incentives is recognized a8 & reduction of rantal evenue over the lease term on & straight-line basis.
The aggrogate benefit of incentives is recognised as a reduction of rental expensa over the lsase term on a siraighi-ine basis.
Income for laazes iz disclosed undar revenua in statament of financial parformance.

Openating isases - isasae

Opersting lease paymenls are recognised as an expense on a straight-line basis over the leass term. The difference between
the amounts recognised as an axpense and he contractual payments are recognised as an aperating laase asset or liability.

1.8 Impairment of cash-generating assets

Cash-ganerating assets are assets used with the objective of generating @ commercial return. Commercial return means that
positive cash flows are expecied (o be significantly higher than the cost of the asset.

tmpaimnent Is a loss in the future economic benefits or service potential of an asset, over and abave the systematic recognition
of tha loss of the assst’s future aconomic banefils or servica polential through depreciation (amortisation).

Camying smount is (he amount at which an asast is recognised in the statement of financwal posiion sfter deducting sny
sccumulated depreciation and accumidated impairment loases thereon.

A cash-gonerating unit is the smallest identifable group of assets used with the objactive of generating & commercial return
that genarates cash inflows from continulng usa that are largely indepandent of the cash inflows from other assats or groups of
assats.

18

3? l Page
USCDA Annual Report 2019/20



Guscda

Ugu South Coast Development Agency SOC Ltd
{Ragistration number 2018/15837 1/30)
Annunl Financial Statements for the year ended 30 June 2020

Accounting Policies

1.8 Impalment of cash-gensrating assets (continued)

Costs of dispoaa! are incrementsl costs directly afiributable to the dispesal of an sssel, excluding fnance costs and income tax
expensa.

Depreciabon (Amorisation) is the systematic allocation of the depraciable amount of an asset over its useful iife.

Far value loss costs to sall i3 the amouni obtainzble from the sale of an assel in an arm’s lenglh transaclion betwean
knowladgeable. willing partias, lass the costs of disposal,

Revcoverable emount of an esset or a cash-generating unit is the tgher ils farr value less costs to sell and ils value in use.

Useful iife 15 either
*  the penod of tmg over which an asset I8 axpected to ba used by the enitty, or
= the number of produchon or similar units sxpactsd to be oblained from the asset by the enlity.

ldentification
Whan the carrying amount of a cash-genevating assel axceads its recoverable amount, itis impaired.

The entity assassaa at sach raporiing date whether there Is any indication that a cash-generating asset may be impaired, If any
auch ndication axists, the eniity estimates tha recovershle emount of the asset,

lzraspecttive of whether thers is any indication of impatrment, the antity also tests a cash-ganerating intangible axsat with an
indefinite useful Ll or a cash-generaling inlangible asset not yet available for use for impainment ennually by compsring its
carrying amount with its recoversble amount. This Impairment test is performed ai the same time every year. If an intangidle
assel was tnitially recognised during the current reporting pariod. that intangible asaet was testad for impainment bofore the end
of tha current reporting period.

Value [n use

Value in use of @ cash-generating asset & the present value of the estimated future cash fows expecied fo be derived from the
continuing use of an asset and from ds disposal at the end of its useful iife.

¥When estmaling the value in use of an asset the entity astmates the futwe cash inflows and outflows to be derived from
continuing use of the asset and from ds ultimate disposal and the entity applies the appropriate discount rate to thoss future
cash flows.,

Basis for estimates of future cash flows

In measuing valua In use the entlly

*  base cash Now projections on reasonale and supporiable aseumplions that represent maragement's best estimate
of the ranga of aconomic conditions that will axist over the remalning useful Nfs of the asest Greater weight is given
fo external evidence;

*  base cash flow projections on the most recent approved financal budgetsiforecasts, but excludes any estimated
fulure cash inflows or outfliows expacted to anse fom future resiuciunng's or from improving or enhancing the
astet's parformance. Projctions based on thesa budgetsforecasts covers & maximum pariod of five years, unless a
longer pefiod can be justified and

+  wstmala cash low projections beyond the parniod covered by the most recent budgetsiforecasts by extrapolating the
projections based on the budgets/forecasts using a steady or deddining growth rate for subsequent years, unless an
increasing rete can be [ustified This growth rate does not exceed the longtemm aversge growth rate for the
products, industries, or country or countries in which the antity operates, or for the markst in which the asset is uvsed
unléss a higher rate can be justified.

1.8 Revenus from exchangs transactions

Revenue is the gross infiow of economic banafits or sarvice potential dunng the reparting period when those inflows result in an
increase in net asssts, other than Increases retating to contributions from owners

An exchange transaction is one in which the municipakty receives assets or services_ or has kabilities extinguishad, and dicectly
gives approximately squsl value (primarily iIn the form of goods. services or use of assets) to the other party in exchange.
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1.8  Revonue from axchangs trnsactions (continued)

Fair valua is Iha amount for which an asset could be axchanged, or & lisbility settied, between knowledgeable, willing partwes in
an arm’s length transeclion

Mossurement
Revenus is measured at the fair value of the consufaration racelved or receivable, net of trade discounts and volume rebates,

The amount of revenue arising on @ transaction which s statutory {non-contractuad) in nature is usuelly measumd by relerence
to the relevant legislation, regutation or similar means. The fee structure, tariffs or calculation basis specified in legisiston.
rogulabion of similar means is waed Lo determing the amount of revenie thal shoukd be recognised. This amount represents the
fair value, on initial measurement, of the consideration received or recevebie for revenue that arises from a statutory (non-
coniractual) arrangement (see the accounting policy on Statutory Receivables).

Rendering of services

Whan tha oulcoma of a transaction involving the rendering of sarvices can be aatimated reliably, revenus associated with
the transaction s recognised by refarence lo the stage of completicn of the transaction st the reporting date. The culcome
of a transaction can be estimated milebly when a¥ the following conditions are satisfied.

the amount of revenue can be measured reliably;

i is probable thal the economic benefits or service potontied associalod with the tranaaclion will flow to the enlity;
the stage of completion of the transaction at the reporting dale can be measured retiably; and

the costs incurred for the transaction and the costs to complele the transaction can be measured ralably.

e s s

When sanices am performed by an indeterminate number of acts over a specified time frame, revenue i recognised on a
shraight-ine basis over the specified tima frame unless there is evidence thet some other mathod better reprasents the stage of
completion. When a spacific act @ much maore significant than any other acts, the recognition of revanue is posiponad untl the
signeficant act is executod.

Whan tha outcame of the transaction nvolving the rendering of services cannot be estimated retiebly, revenue is recognised
only to the exient of the expenses recognised that are recoverable

Service revenue is recognised by reference to the stage of completion of the ransaction at the reporting dats. Stage of
completion ia determined by .

Intereat, royatties and dividends

Revenue arising from the usa by others of entity assete yieldng inferest, royaltes and dividends or simllar distributions is
recagnised when
s 1t Is probable that the sconcmic benefits or service potential associated with the transaction will flow o the entity
and
. The amount of the ravenua can hs measurad raliably

Interest is recognised using the effective interesl rate method for financial instruments, and using the nominal interest rate
method for stetutory recetvables. Interest leved on transactions ansing from eéxchange or non-eichange transactions 15
classified based on the nature of the underlying transaction

Service fess included in the price of the product are recognised as revenue over the period during which the senvica is
performed.

1.10 Revenue from non-exchange transactions

Revenue comprses gross inflows of economic bensfits or service polential recaived and receivable by an entity, which
reprasents an incrsase ot hot assets other than increases roluting to contibutions from owners

Condlions on fransferred assats are atipulahons that specify thet the future economic benefits or sarvice poisnlial ambodwed in
the asset is requined 10 be consumed by the recipient as specified or future economic benafits or service potentisl nust be
retumed lo the iransfaror.

Control of an asset arse when the entity can use or otherwise banefit from the asset in pursuit of its cbjactives and can excluda
or otherwise regulats the acosss of cthers to that benefit
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1.10 Revenue from non-exchange transactions (continued)

Exchangs lranzactons are transactions in which one entity receives assats or sarvices, or has liebdities extinguished, and
direclly gives spproximately equal value {primadily in the form of cash, goods, services, or use of assels) to another antily in
exchanpa.

Expenses pald through the tax system ane amounls that are avallabie to bensficlaries regardiass of whather or not they pay
taxes,

Fines are pconomic banafits or servica polential recaved or recenvable by enthes as delermingd by a court or other law
enforcemant body, as & consequence of the breach of lews or regulstions,

Non-axchange transactions are transactions thal are not axchange transactions. {n & non-axchange transaction, an entity either
receives value from another entity without directly giving approximately equal valua in exchangs, or gives value to ancther
entity without dirctly recetving approxmately agual valee in exchange.

Restrictions on tremaferred assels sre stipulehons that limi or direci the purposes for which a transferred asset may be used,
bt do n:upedly that futwra economic benefits or service potential s requined to be retumed to the tranaferor if not deployed
as specified.

Stipulations on transferred assets are terms in laws or reguiation, or a binding arrangement, imposed upon the uss of 8
transfarmad assst by antties external to the reporting entity

Tax axpanditures are preferential provisions of the tax taw that provide certan taxpayers with concessions that are not available
to others.

The taxable event ia the event that she government, legisiature or other authority has determined will be subject to taxation.

Taxes ars economic banefits or service potentiel compulisorily paid or payable o enlities. in sccordance with laws and or
reguiations, astabishad to provide revenue 1o government Taxes do not include fines or cther penalties imposed for breaches
of the lsw.

Transfers are inflows of future aconomic benelits or service potential from non-exchange tansactions, other than taxes,

Recognition

An inflow of resgurces from a non-axchange transaction racognissd as an assat is recognised as revenus, sxcept (o the extent
that a liability is atso recognised in reapecd of the same inflow,

As the enlity satisfies a present cbligation recognised as a hebifity in respect of an inflow of resources from a non-exchange
transaction recognised as an asset, it reduces the carrying amount of the kabiiky recognised and recognisas an amount of
révenue squal to that reduction

Measurement
Revenue from & non-exchange transaction is measured at the amount of the increase in net assets recognised by the entity,

When, a3 a result of a non-axchange transaction. the entity recognises an assel, it also recognises ravenue squivalent lo the
amount of the assel measured at its fair value as at the date of acquisibon, unless it is also required to recognise a liabdity,
Vihere & liability Is required to be recognised it witl be measured as the best sstimate of the amount required to sefthe the
obligation at the reporting date, and the amount of the incraase in net assels, il sny, recognised as revenve, When e lmbilty is
subsaquently reduced, bacause the taxable svent occurs or & condition is setisfied, the amount of the reduction in the fabilty s
recognised as revenue.

Receivables that arise from statutory (non-contractual) arrangements are iniially measured in accordance with this accounting
policy, as well as the accounting policy on Statutory Receivables. The enlity applies the accounting policy on Statutory
Recsivables for the subsequeni measurement, daracognition, prasentation and disciosure of statutory recaivables.

Interest is recognised using the effective interest rate method for financial instruments, and using the nominal interest rate
method for statutory receivables, (nterest levied on Iransactions arising from exchange or non-exchange lransactions is
¢lssified based on the nature of the underyng trarmecbon,
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1.19 Borrowing costs

Borrowing costs s interest and other expenses incured by an ently in connection with the borrowing of funds,
Borrowing costs are recognisad as an expansa in tha period in which thay are incurred

1.12 Urauthorised sxpandiure

Unauthorissd expanditure means:
s overspending of # voie or & main division within & vote; and
*  expenditure not in accordance with the purpose of a vata or, in the case of & main division, not in gccondance with
the purpose of the main division.

Al expendilure relating 1o unauthorised expenditure is recognised as an expense in the statement of financisl psrformancs in
the year that the expenditure was Incurred. The axpenditure is classifisd in accordance with the nature of the expensa and
where racoversd, it is subssquently accountsd for s revenues in the statement of finandial performance.

1.13 Frultiess and wastelul expenditure

Frultless expenditure means expsnditure which was mads in vain snd would have been avoided had reasonable care bean
exercised.
All expanditure relating to fruiess and wasieful sxpenditure 18 recognised as an expsnse in the statement of financial

periormance in the yaar that the expenditure was incurmed. The expenditure is classifisd in accordance with the nature of the
expanse, and whans recovared, it is subsequently accounted for as revenue in the statement of financisl performance.

1.14 Irvegular oxpenditure

Imegular wpenditure as defined in saction 1 of the MFMA is expenditure other than unauthorised expenditre, incurred in
contravantion of or thal Is not in accordance with a requirament of any appiicable legistation. including -

(@) this Act; or

(t) the State Tender Bourd Act, 1088 (Act No. 53 of 1083), or any regulatons made in terms of tha Act; or

(€) any provincial legislation providing for procurement procedwes in that provinclal government.

National Treasury praclice nobte no. 4 of 2008/2009 which was issued in terms of sechions 76(1) {o 78(4) of the MFMA requires
tha following {(effactive from 1 Apnt 2068)

rreguiar expenditure that was incurred and identified during the curmsn! financial and which was condoned bafore yaar end
and/or befom finglsation of the financial steterents must also be recorded appropnately in the imegular expanditure ragistar. in
such an instance. no further action is also required with the exceplion of updatng the note to the nancial stalements,

Imegular oxpendlture that was incurred and identifled during the current fnanclal year and for which condonement is being
awarted at yoar and must ba recorded in the ymegular sxpenditure register. No further action is required with the excepbon of
updating the note to the financial statements.

Whers imeguiar axpanditune was incumed in the pravious financial year and is only condonad in Lhe following finsnciat year, tha
regester and the disclosure nols o the financial statements must be updaled with the amount condoned.

imegular expenditure that was incurnad and identified duning the current financial year and which was not condoned by the
Nationat Treasury or the relevant authority must be recorded appropriatsly in the rreguiar expenditure register. If Kability for the
frragular expenditure can bo altributed 1o & person, a debt account must be created if such a person is llable in law. Immediote
steps must thareafter be takan to recover the amount from the pereon concemed. If recovery is not poesible, the accounting
officer or accounting authority may write off the amount as debt impaiment and disclose such in the relavant note 1o the
finzncial siatamants. The iregular expandiura register must also be updated accordingly, i the imagular expenditure has ot
besn condonad and no person is liable in law, the expendilure related tharsto must remain ageinst the relevant
programme/axpanditure item, be disclosed as such in the note fo the financial statements and updated accordingly in the
irraguiar expenditure register.
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1.14 {rreguisr expenditure {tontinued)

Imegular expenditure is expenditure hat is contrary to the Municipal Finance Mansgement Act (Act No.58 of 2003), the
Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the
economic entity’s supply chein management policy. fmogular experciture excludes unsuthorised expendiure. lrregular
expenditure is accounted for as expenditure in the Statement of Financial Performance and whare recovened, it is subsaquently
accounted for a3 revenua in the Statement of Financial Performance.

1.16 Significant judgements and sources of sstimation uncertainty

In preparing the annual financial statements, management is required to make estimates and assumptions thel affact the
amounts represented in the snnual financial siatements and related disclosures. Use of evailable information and the
application of judgamant is inharant in the formation of estimates. Actual results in the fulure could differ from these estimates
which may be tmatenaf to the annual financial statements. Significant judgements include:

Other significant judgements, sources of estimation uncerisinty and/or relating information, have bean disclased in the relating
notes.

Trade receivables [ Held to maturity investments ankifor loans and recelvables

The entity assesses its trade mecehvables, held to maturity investmants and ioars and receivables tor impaiment at the end of
vach reporting period. In determining whethar an impairment loss should be recorded in surplus or deficit, the surplus makes
judgemants as lo whether thece is obsarvabile data indicating a measurable dacreass in {he estimated fulure cash fows from &
finuncial asset.

The impaiment for trade receivables, held to maturity investments and loans and receivables is celculatad on & poctfolic basis,
based on historical loss ratios, adjusiad for national and industry-specific economic condilions and cther indicators present at
the reporting date that correlate with defaults on the portfollo. These annual loss ratios are applied to loan balances in the
pwtiolio and scaled to the estimated loss emergance period

Fair valus sstimation

The falr value of financial instrumants traded In active markets {such as trading and available-for-sale secwities) is based on
quoted market prices at the end of tha reporting period. Tha quoted market price used for financial assets held by the entity is
the current bid price.

The fair value of financial instruments that are not traded in an active markel (for example, over-the counter derivatives) is
determined by using valuation techniques. The antily uses a varisly of methods and makes assumgptions that are based on
market conditions existing at the end of erch repoding period. Quoted market prices or dasler quotes for similar instruments
ane used for long-term debt. Other lechniques, such as estimaled discountad cash flows, are used to determine fair value for
the remaining financial instruments. The fair value of interest rate swaps ia calculaied a3 the present value of the estimated
future cash flows. The fair value of forward foreign exchange oontracts is determined using quoted forward exchange ratas at
the and of the reporting period.

The canying value lesa impairmeni provision of trade recaivabies and payables sre assumed o approximate thair fair values
The fair value of financial lishiiies for disclosure purposes is estmuted by discounting the future contractual cash flows al the
cwrant market interest rate that is avaflable to the entity for simélar fimancl instruments.

The camying amount of avaitable-for-sate financlal assets would be an estimatad R - lower or R - higher were the discounted
rete used in the discount cash flow analysis to differ by 10% from management’s estimates.
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1.18 Significant judgemsnts and sources of estimation uncertainty (continued)
Impairment testing

The recoverable amounis of cash-generating units end individual assets have been delsrmined based on the higher of value-
inwse calculatons and fair values less costs 1o sell. These calculations require the use of estimatos and assumplions. It &
reasonably possble that the [name a key assumption) assumption may change which may then impact our estimations and
may then require & mawrial adjustment to the canying valus of goodwill and tanglble assels.

The entity raviews and tesls the carrying value of assets when events o changaes in circumstances yuggest that the camying
amount may not be recoverable. in addiion, goodwil is tested on an annual basls for impairment. Assats are grouped at the
lowest levei for which entifiable cash flows are largely independent of cash flows of other assets and Eabilities. If there are
indications that impaimment may have occumed, estimates are prepared of expectad future cash flows for each group of assels.
Expacted future cash fows usad to determine the valus in use of goodwill and tangible assets ame inherently uncertain and
could materially change over ime. They ars significantly affected by a number of factors including {list entiy specific variabies.
i.e. production estimates, supply demand). together with sconomic factors such as [list aconomic factors such as exchange
ratas inflation interest}.

Provislons

Provisions were raised and management determined an eslimate based on the informetion avafiable. Additional disclosure of
thesa estimates of provisions are Included in note 13 - Provisions.

Useful lives of Proparty, plant and equipment

The entity's managemont determmes the estmated useful lives and related depreciation charges for the Property plant and
equipment. This estimate ts based on industry norm . Management will increase the depreciation charge where useful lives are
lass than proviously astimated useful lives.

Effactive intarest rats

The entity used the prima interest rata to discount future cash flows.

Allowance for doubthd debts

On debtors an impairment loss is recopnised in surplus and daficil when there is objactive evidence that it is impaired. The
impairment is measured as the differanca batwaan the debiors canying amount and tha prasent value of aslimated fulure cash
flows discounted st tha effective intarest rate, computed ot initial recognition,

Selection of an appropriate reporting framework by the entity ae a public sntity

The entity assasses whather it mests ihe crileria in paragraph 11 of Diraclive 12. The Sslaction of an Appropriate Reparting
Framewnrk by Public Entitiea.

This asaesament is performed Initially when the Directive becomes effective, and subsequently changes the reporting
I‘rag:workonlyifasigriicaﬂdwmohas occurred that leads the entity ¥o conclude that it meets, or no fonger meets, the
relating criteria.

In making thesa assasaments, managemanl applies its judgement and consider all relevant historical facts and circumstances
a3 well as prospective information, ensuring a holistic assessmani over an extended period of ime is performed, to ensure that
the entity doas nct change its reporting framewaork every year.

In the case of the entity as part of @ group of entities. the assessments era applad 1o the economic entity. The reporting
framework selected based on the assessmenl of the economic entity, is applied by both the contralting entity and controlled
anlity In preparing their annual financial statements.
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1.16 Tax

Tax sxpenses

Tha Entity is exampt from income tax in terms of seclion 10 (1) (A) of the Income Tax Act
Value Added Tax

The Entity is registered with SARS on iwvoice basis i accordance with Saction 15 (2){a) of the Value Added Tax Act Ne. 88 of
1991,

1.17 Employss banefits
Employes benefits ara all forms of consideration given by an entity in exchangs for service rendered by employees.

A qualifying insurance policy Is an insurance policy ssued by an insurer that s not & relsied party (aa definad in the Standard
of GRAP on Reiated Party Disclosurss) of the reporting entity. I the procesds ol the pelicy can be used only to psy or fund
amployes banefits undar a definad banafit plan and are not avadable to the repoiting antity's own craditors {(@ven in liquidation)
and cannot be paid to the reporting entity, uniess either
+  the proceeds represant surplus essets that are not needed for the policy to meet all the retated employes bensfit
obligations; or
+  the proceeds are returned to the reporting entdy to ramburse it for employes bensfits already peid.

Termination benafits ane amployee banefits payable &3 a result of ather:
+  an entity's decision to terminate an employes s employmant before the normal netirement date; or
s an employse's dacision to accept voluntary redundancy in exchanga for those benefits.

Cther long-term employes benefits ane employee benefits (other than post-employment benefits and termination benefits) that
am not due to be setted within twelve months after the end of the period in which ihe employees rendar the refated service.

Vestad employes banefits are employsa benefits that ane not conditional on future employment.

Composite social securily programmes are established by legisiation and operale as mull-employer plsns to provide post
amploymant banafits as well as to provide banefits that are not consideralion in exchange for service rendered by employees.

A canstructive obiigation 1 an obbgabon that derives from an entity's actions where by an established pattern of past practice
published policies or a sufficiently specific curment statement. the entity has indccated %0 other parties that it will accept certaln

bikties and as a msult the entity has crealed a valid sxpectation on the part of thoss other pariies that it will dischange
those responsibilities.
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1,17 Employes benefits (continued)
Shori-term employes benefits

Short-tarm employse benefits are employee benefits (other than termination benefits) that are due to be settled within twelve
months after the end of the pariod in which the employees render the relaled service.

Short-tarm employes benetits include items such as:

+  wages, salaries and sociai security contributions;

= short-term compensated absances (such as paid annual leave and paid sick leavs] whera the companzation for the
sbzences is due to be setlled within twelve manths afler the end of the reporting period in which the emplovees
render the related employee service;

+  bonus, incentive and performance related payments payable within twelve months after the end of the reporting
period N which the employeas rendar the related service: and

+  non-monatary benafits (for exampie. medical care, and fres or subsidised goods or services such as housing. cars
and celiphones) for current amployees,

Whaen an employes has renderad senvice to the entity during a reporting pericd, tha entity recognises the undiscountad amount
of short-lerm employee bansfits expectad to be pad m exchanga for thal servica:

+  as o labifty (acoued expense), after deducting any amount slready paid. If the amount already paid exceeds the
uhdiscounted amount of the bansfits, the entity recognises that excess as an asset (prepald expense) to the extent
thet the prepayment will load to, for example, a reduction in future payments or a cash refund; and

¢ a8 an expanse, uniess ancther Standard requires or permits the inclusion of the benafits in the cost of an asset.

The expected cost of compensated absencves is gnised & an axp 3 the employ render servicas thal ncreass
thelr entittenent or, in the case of non-accumulating absences, when the absence occurs. The enlity measures the expacied
cost of accumulaling compansated sbsences as the additional amount thal the entity expeacis to pay a3 a result of the viused
aentitement thit has accumulated at the reporting dete.

The entity recognises the sxpeciad cost of bonus, incentive and performance related payments whan the entity has a prasent
lagal or construchiva obligation to make such payments as a result of past evants and a reliable astimats of the obligation can
ba made. A present obligation exists when the entity has no realistic allernative but to make the payments.

Postemployment bensfits

Post-employment beneflis are employee benefils (other than termination beneftis) which are paysble after the completion of
smployment.

Post-smployment benefit plans are formal or informal arrangamsnts under which an entity provides post-employment benefits
for one or more employees.

Multi-employer plans are defined contribution plans {other than slate plans and composite social securily programmes) of
dafined benefit plans (other than state plans) that pool the assats contribuled by various entities that are not under common
control and usa those assels to provide benafiis to employees of more than one entity, on the basis that contribution and
benefit levels are determined without regard to the identity of the entity that employs the employees concerned.

1.18 Provisions and contingencies

Provisions arg recognised when:
»  the enlity has a present obligation as a resuR of a past event,
s |t is probable that an outllow of resources smbodying sccnomic benefits or servics potential will bs required to
sattia the obligation; and
*  arelisble estimats can be made of the obligation.

Tha amount of 8 provision is the bast eatimata of the expenditure expectad to be required to settle the presant cbligation at the
reporting date.

Where the effect of time vaiue of money is material, the amount of a provision is the present value of the axpenditures
axpected to be required fo satile the obligation.

The discount rate is a pre-1ax rate that reflects current market assessmenis of the lime valus of monay and the risks specific to
tha lisbility
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1.1 Provistons and contingencles (continued)

Where some or all of the expenditure required to sellle a provision is @xpecied t0 be reimbursad by another party the
rembursement is recopnised when, and only whan, @ is virtually canain that reimbursemeni will ba recetved If the entty settles
the cbligaton. The reimbursement is treated as & separate esset The amount recognised for the reimbursement does not
exceed the amount of the provision,

Provisioirs are reviewed at each reporting date and adjusted to refleci the curant best estimate. Provisions are reversed it is
no longer probable thal an outliow of resaurces embodying aconamic benefits or sernce potential will be requirad. to sattie the
obligation.

Where discounting is used, the carrying amount of @ provision increases in each pencd to reflect the pessage of time This
Incraase is recognisad as an inlerest experie.

A provison is used only for expanditures for which the provision was originally recognised.
Provisions are not recognised for fulure operating surpius (deficit).

if an entity has a coniraci that i onerous, the present oblgation {net of recovenes) under the contract s recognised and
measured &3 & provision.

A constructive obligation to restructure anses only when an entity.
s has adetaided formal plan for the restructuring, entifying at least
«  the acinvtyroperating unit or part of an activity/operating unit concerned,

- the principal locations affecied;
«  the location, function, and approximate number of employees who will be compensated for services being
terminated;

+  the sxpendiures that will be underteken; and
- when the plan will be implemented: and

«  has raised a valid expectation in those affected that it wil carry out the restructunng by starting lo implement that
plan or announcing its main features to those affectad by i

A raatructving provizion includas cnly the diract expendilures arising from the restructuring, which aré thosa that are both
*  necessarily eniailed by the rastruciuring: and
*  notassociated with the ongoing aclivities of the entity

No obligation ases as 8 consequance of tha aale or fransfer of an operation uniil the entity Is commitied to the sale or
transfer, thal is, there is a binding arrangement,

ARer thelr initlal recognition comtingent liabilites recognised in entity combinations that sre recognisad separately are
subsequently moasured at the higher of:

+  the amouni that would be recognised ss e provision; and

¢ tha amoun initially recognisad teas cumulative amortisation.

Contingent assets and contingent liebilities are not recognised. Contingencies are disclosed in note 41,

A financlal guarantee contract is a contract that requires the issusr to make specifisad payments to reimburse the holder for
loss it incurs bacausa a spacified debtor fails to make paymant when due in accordance with the ongina! or modified tarms of @
debt instrumant.

Loan commitment is a firm commitment to provide cradit undes pre-specified terms and condilions.

The enlily recognises a provision for financial guarantees and loan commilments when il is probable that an outflow of
resources embodying economic benefits and service potential will be required to settle the obligation and a reliable estmate of
the cbligation can be made.

Determining whather an outflow of resources is probable in relation lo finencial guarantaes requires judgemen. indications that
an outfiow of resources may be probable sre:
¢ financinl difficulty of tha debior;
¢ delaults or delinquencles in interest and capital repayments by the deblor,
= breaches of the lerms of the debt instrument that result in it being payable earier than the agreed tamn and the
ability of the deblor to setile its obligation on the amandad terms; and
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1.18 Provislons and contingencies (continued)
+  adecline in prevalling economic circumstances (e.g. high interest rates, inflation and unemployment) that impact on
the ability of entities to repay their obligations.

1.19 Commitments

ltems are classified as commitments when ah entity has committed itsell to future transaciions that will normally result in the
outflow of cash.

Disclosures ane requirad in respact of unrecognizsed contractual commitments

Commitments for which disdosure Is necessary te achieve o fair presentation should be disclosed in a note to the finandial
statemants, if bath the following criteria are met:
»  Conlracts should be non-canceliable or only cancellable at significant cost (for example, contracts for computer or
building maintenance senvices); and
*  Coniracts should relste to something other than the routine, steady. sisle buaineas of the enlity - therelore salary
commiiments relating to employment contracts ¢r social security berefit commitmenis are exchuded,

1.20 Government granta

Governmenl grants are recognised as revenue when:
s i is probable that the economic benefits or servicas potentisl associated with the transaction will flow o the
ecanomic entity
+  the amount of the revenue can be maaswred reliably. and
+  to tha axtent that thers has besn compliance with any restrictions associsted with grant.

Tiwsa transfers ara recognised in the financial performance as axpenses in the period thal tha events give rise to transfer
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1.20 Government grants (continued)

Tha municipality assasses the degres of carlainity attached o the fow of fulure economic benefits or sarvice polential on the
basis of the avalable evdence. Cartain granis payeble by one level of government o ancthar are subject to the availabdity of
funds. Revenue from these granis is only recognised whan it is probable that the economic benefits or servics potential
associated with these transaci:ons will fow to the entity. An announcement at the beginning of the financial year that grants
may be avateble for qualifying entes in accordance with an agread programme may not be sufficisnt svidence of the
probabikty of the flow. Revenue is then only recognised once evidence of the probabiiity of the flow bacomas avalable.

Restrichons on governmant grants may result in such revenue being recognised on a time propartion basis. Where there is no
reatriction on the pencd such revenue s recognised on receipl or when the Act becomes effactive, whichever is earliar

Whan governmeni remit grants on a raimbursement basis. revenus 18 recognised when the qualifying axpanses have basn
incurmed and to (he extent that any other reslriclion have been comphied with,

Conditional grants_ donatons and funding are recognised as revenue to the extent that the municipalty has compled with any
of the crteria, condilions or ohigations embodiad In the agresment. Where the agreement contains @ stipulation Lo retum the
assel, othar fulure aconomic banefits or service potantial, in the svant of non-compliance 1o these stiputations & would be
enforcad by the transferor a liability is recogomsad to the extent that the crileria, conditions or cbligations have not bean met
Whare such requirgmants sra not enforcable, or ware past axperience has indicated that the transferror has haver enforced the
requirement to return the tranaferred assel. other future economic benefits or service potential when breaches have occurred,
the stiputation will be cons«darad a restriction and (s racognised as revenus.

Government grants that are recelvable as compensation for exp or losses afready incurred or for the purposs of gming
immadiate Arancial suppor to tha municipality with no futurs ralatad costs. ane mcogmised in the stalement of financial
performance in the period which they become recaivable

Intarest samed on NMvastments is treated in accordance with grants condrbons. If it is payable to the funder it is recorded as
part of the creditor and ifis the municipaiity's interest, it 18 recognised as interest eamed in the Statement of Financial
Performance.

Revenue i recognisad when all conditions assaciated with the contributan have been met or where the conlribution is to
finance property, plant and squipment, whan such items of proporty, plant end equipment are brought into use.

Turnover comprises of sales to customens and sarvice rendered to customers. Turnover is sizled at the invoico amount and s
axclusive of value-sdded taxation.

1.21 Budget information

Entity are typically subject to budgatary limits in the form of appropristions or budget authorsations (or equivalent), which ig
given effect through autharising legisiation, approprislion or simitar.

General purpose financial reporting by enlity shall provide information on whether resources were obtained and used in
accomiance with the legatly edopted budget.

The approved budgel is prepared on a cash basis and presenied by economic classificalion Enked to performencea outcome
objactives.

Tha approved budge! covers the fiaca! pericd from 01/07/2019 to 30/06/2020.
The budget for the economic entity includes all the enlities approved budgets under its control,

The annual financial statements and the budgst are on the same basis of accouniing therefors » comparison with the budgeted
amounts for the reporting periad have been included in the Staternant of comperison of budget and actual amounts.

1.22 Related parties

A related party is a person of an entity with the ability to control or joinily control the olher party, or axercise significant influance
aver the other parly, or vice versa, or an entity that is subject to common control, of jomt control,
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1.22 Reolatod parties (continued)
Control s the power to gavern tha financial and operating policies of an entty 30 as to oblain benefits from its activities.

Joint control i3 the sgreed sharing of control over an actwdy by a binding amengement, and exists only when ihe siratagic
financial and operating decisions relatng to the aclivity require the unanimous consent of the partiss sharing contro! (the
vertuers),

Related party transaction is a transfer of resourcas services or cbligations between the mporting entity and a related party
regardiess of whether a price 15 charged

Significant influence is tha power 1o paricipate In the fnancial and operating policy decislons of an entity, but is not contral over
those polices

Management are those persons responsible for planning. directing and controlling the activities of the entily, including those
charged with the governance of the entdy In accordance with legistation, i instances where they are required to perform such
functions.

Ciose members of the family of 8 person are thase family members who may be expeciad to influence, or be influahced by that
persan in their deskings with tha enlity,

The entry is exempt from dsclosure requirsmants v ralation to related pardy transactions if that transaction occurs within
nomal supplier and/or client/recipient relationships on terms and conditions no more cr kass favourable than those which it is
reasonable to expect the enlity to have sdopted if dealing with that individual entity or person in the same circumstances and
terms and condtions are within the normal operating parameters esteblished by thet reporting antity's legal mandate,

Where the enlity i exempt from the disclosures in accordance with the above the entity diacioses narative informalion about
the nature of the transactions and the related outstanding balances, to enable ussrs of the entity's financial statements to
undarstand the effacl of related party transactions on its annual financial statsments

1.23 Events after reporting date

Events aflar reporting date are those evenls. both favourable and unfavourable. that occur between the reporting date and tha
date when the financial statements are authonsed for Issue. Two types of events can be identified:
»  those that provide evidence of conditions that exdsted at the reporting dete (adjusting evants aftar the reporting dats)
and
s those that are indicatve of conditions that arosa afier the reporiing date (non-adjuating evants aftar tha reporting
date).

The sntity will adjust the amount recognisad in the financal siatements Lo reflect adjusting events after the reporting date once
the event occunred.

The entity will disclose tha nature of the event and an estimate of its inancial affect or a statement that such estimate cannot
be made in respect of all material non-adjustng events where non-disclosure could influence the sconomic decisions of uasra
= taken on the basis of the financiel statemonts

o
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Ugu South Coast Development Agency SOC Ltd
{Regisirsiton number 2018/458371/30)
Annual Financtal Statemants for the year ended 30 Juna 2020

Notes to the Annual Financial Statements
Figures in Rand 2020 2019

3.  Investment proparty [continued}

Detalts of propety

Portion 1 of the farm Elyslum no. 15582, Registered Division ET, Province of
Kwa-Zulu Natal held under deed of transfer, T61925/1 848, in extent $2.4413
hectares.

Land = leased to Lancelot Estates CC for 9.5 7. plus VAT of the cane gross proceads
per manth with no escalation clause. There was no expendiéura incurred to improve of
repair the invesiment property in the year under review

The Dlz%m have made an assessmeni and nothing indicates an impawement as 30
June

- Purchase price 0B October 2018 B 349 310 9348 310

Amounts recognised In surplus or deficit

Rental revenue from Investmeni property 169 428 91209

B2|Page
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" Ugu South Coast Development Agency SOC Ltd
(Reglstration number 201658371730
Annual Financial Statemants for the yesr ended 30 June 2020

Notes to the Annual Financial Statements
Figures In Rand 2020 2018

6. Recalvables from non-sxchange transactions

Municipal grants and subsidies 4021411 1036 329

Age analysis of irade recelvables from non exchangs iransactions

0-30 days . 20 963

31-60 days 1094 503 100 000

120 days + 2920 908 918 361
4021 411 1039328

Total recelvables from non-exchange transactions 4021411 1038328

7. Cash and cash sguivalents
Cash and cash aquivalents congist of

Cash on hand 553 842
Bank balances 2411329 3231313

2419 832 3232018

Credit quaBty of cash at bank and short tarm deposits, excluding cash on hand

The credit qualidy of cash at bank and short term deposits. excluding cash on hand that are neither past dus nor impalkved can
be sssassad by raference fo exdernal cradit ratings (if availabla) or hstorcal informateon sbout countsrparty default rates

The entity had the Toliowing bank acepunts

Aocount numbar / dascription Bank statement balances Cash book balances

30 June 2020 30 June 2018 30 June 2018 30 June 2020 30 June 2048 30 Juns 2018
ABSA Bank - Primary Bank 2{]18 449 38 255 2422241 2018 449 39 255 2422 241
Account - 408 870 4563
ABSA Bank - (nvestment 7 065 487 187 314 237 7065 487 187 314 237
account - 938 284 BOO8
ABSA, Bank - Call account - 934 385 544 2704 542 15 000 385 815 2704 931 15 000
088 7698
Total 2411 058 3231384 2781478 2411320 3231373 2781478

8. Other financial labilitles

Unsecured
UGU South Coast Tourism (Pty) Lid 4578 184 4382 181

This loan is unsecurad and & payable upon receipt of proceads from KZN EDTEA. Interast is payable at a rale equal to the rate
of the Agancy's ABSA bank interest bearing investment.

Current Nabilities
Al amortised cost 4578 184 4 392 181

%, Opersting lsasa iiabllty
Current tabilitles (7 549)

Operating leases relate o propety, plant and equipment with Jease terms not longer than 5 years, with an oplion ta extend for
a funther pariod. All operating leass contracts contain markel review clauses in the event that the entily axarcises ts
option to renaw. The entity does not have an oplion to purchase the lkesed assel at Lhe expiry of the lease pericd.

35
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Ugu South Coast Development Agency SOC Ltd
{Registralion number 2016/158371/30)
Annual Financial Sistemeris for the year anded 30 June 2020

Notes to the Annual Financial Statements
Figures in Rend 2020 2019

10, Payables from exchange transactions

Trade payables 172 854 835011
Accrued expenses 126 460 110

200 314 636 121

Trade payables from exchange transactions age analysis

0-30 days 289 315 835 120
11. VAT payabls
Tax payable 383 €07 387 384

12. Unapeni conditiona! grants and recelpts

KZNEDTEA - Hafa Farm Elysium 598 588 41670
Raconcilistion of KZNEDTEA - fafa Farm Elyslum

Balance ot the beginning of the year 941 670 961204
Condttions met and transfared 10 revenue (345 084 {9 534)

596 584 941670

KZNCoGTA - National School Nutrition Programms 2683726 28668 267
Reconcillation of KZNCoGTA - Natlonal 8chool Nutrition Programme

Balance at the beginning of the year 2 668 287 3000 000
Conditions met and transfarmed to revenue @251 (333 703)

2883726 268686 297

UGU DM - Growth and Dsvelopmant Strategy Grant
Additions during the year 55 500 -

KZNEDTEA - Umzumbe River Tralls 1739130 -

Recaoncliation of KZNEDTEA - Umaumbse River Tralls
Additions during the year 1739 130 -

The nature and extant of governmant grants recagnisad in the annual financigd statements and an indication of other forms of
govemment assistance irom which the enty has directly benefited and
Unfuifiled conditions and other contingencres attaching to government assistance thal has been recognised,

Movement during the year

Balance st the bagining of the year 3 807 987 3951 204
Additions during the year 1704 630 -
Incoma recognition durnng the year {347 B55) {343 237)
5054 942 1607 967
k-]
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Ugu South Coast Devefopment Agency SOC Ltd
(Registration number 2016/158371/30)
Annual Financal Statements for the year ended 30 Juna 2020

Notes to the Annual Financial Statements
Figures in Reand 2020 2019

13. Provisions
Reconcilistion of provisions - 2020

Openmg Additions  Utiised dunng Totaf
Balance the year
Provision for leave pay 299 995 450 258 (485 577) 264 676
Reconcilistion of provisions « 2019
Opening Additions  LNlised during Total
Bslance the yoar
Provision for leave pay 310071 34 544 (44 620} 200 995
14. Rental Income
Ifafa Farm Elysium 169 428 1200
18. Sundry Income
Bundry income
Skils development refund 8452 .
Tander cosls 435 2000
Farmers relef ncome 9238 -
18123 2000

Included above s a skils devalopment levy refund and a farmers ralief incoma that was receved due to the Covid19 oulbreak
tamporary examption Tha four mounth SDL payment hobday s as provided for in Sec 10 of the 2020 Draft Disaster
Mansgaman! Tax Relef Bill effective 1 May 2020 and ending 31 August 2020

16, Intorest received

intorest revenus
ABSA Bank call account 102 782 102 911

Total interest income cakulsted using the effective interest rate on financiel instruments not at fair value through surpius or
deficit amaunted ¥ R102 782 (FY' R102 911)

17. Qovernment grants and subsidies

Operating grants

Ugu District Muricpality 8381410 6 077 51

Umdont Municpaiiy 578813 551 250

Ray Nkonysni Municipalty 859 585 800 000

Umzymbe Municipaldy 578 813 551250

Utmuziwabantu Municipaldy 578 813 551 250

KZNDETEA 345 084 g5

National School Nutrition Program 26M 33703

Othar Idwala Carbonates - Mantorships - 200 000
3335 069 9074 518

a7
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Ugu South Coast Development Agency SOC Ltd
{Rogistration number 2018/158371/30)
Arnisal Financial Statements for the year shded 30 June 2020

Notes to the Annual Financial Statements

Figures in Rand 2020 2019

18. Revenue

Rental income 160 428 81209
Sundry meome 18 123 2000
Interest raceivad 102 782 102 911
Municipal grants & subsides 9 335080 BA74 518

9625 402 9070 438

The amount included In revenue arising from exchanges of goods or services

are a8 follows:

Rental income 169 428 81 208
Sundry income 18123 2 000
interes! recejved 162 782 102 911

100 333 196 120

The smount Included In rovenue arising from non-sxchangs transactions fs as
Tollows:

Tutation reveaus

Teansfer revenus

Municipal grants & subsies 9335069 8874 518

19, Contracted services

Outsourced services

Catering sorvices 350 18 509
Prafessional staff 51084 24 386
Consultants and professional services

Infrastructure and planning 309 GO0 §712
Logal cost 42335 80 066
Contractorn

Maintsnance of buildings and faciites 18 68% 8808
Sports and recreation - KwaXolo Caves 3438 715 918 052

788 188 1063 343

20. Deprecizilon and amortisation

Property, plant and eguipmant 52 017 54 045
Inlangibée p3sals 28715 2875
54 892 58 920

21. Directors’ remuneration

S.J Nzimande 100 995 108 904
5.0 Diame 136 402 180 982
E.J Crutchfeild 85 378 107 104
V.K Naidoo 91696 95 842
E.M Zungu 56 059 82 187
LG Shex 140 652 127 333
2P Mt 10 046 99 650

730 226 762 002

a8
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Ugu South Coast Development Agency SOC Ltd
{Registration number 2016/158371/30)
Annual Finzancial Statamants for the year anded 30 June 2020

Notes to the Annual Financial Statements

Guscda

Figures in Rand 2020 2019
22. Employes related costs
Basic 4195424 4 485 457
UIF 22 240 23 851
SDL 53 381 59 107
Leave pay provision chargs 41 40 11488
Pansion 185 000 200221
Travel motor car. accommodation_ subsistence and other allowancas 713387 796 758
5211372 5879 092
REMUNERATION OF GHIEF EXECUTIVE OFFICER - M. MABECE
Annual remuneraton 1187 125 1122 860
Car aliowance 216 000 216 000
1403128 1336 860
Remuneration of manager : Finance and HR - B. Fiken!
Annual remunerabon 686 862 662 188
Car a¥owance 260 487 180 483
934 449 | {34}
Remuneration of dev manager: Special project - T.J. Bacals {Contract ended 31 May 2019)
Annual remuneratian - 491135
Car allowance . 125 801
Loave pay - 87 865
. T04 801
Remuneration of managsr: Marketing and investment prometion - N, Makhaye
Annual remuneration 588 485 537 125
Car allowance 179 300 137 237
747 788 874 362
Remuneration of dev manager: Agricullure and acting CED - N. Z. Hlongwane
Annual remuneration 568 485 676 220
Car allowance 179 300 137 237
747 708 813 457
23. Finance costs
Ugu South Coast Tounsm (Pty) Ltd 186 003 197 633
SARS - Interesi & penalties on lale payment 96 339 100 160
282 342 297 793

Total interest expense, calculated using the effective interest rate, on financial instruments not at fair vaius through sumplus o

deficit amaunted to R 282 342 (2018 R 297 763).
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Ugu South Coast Development Agency SOC Ltd

{Registration number 2016/158371/30)

Annual Financial Statemants for the yaar ended 30 June 2020

Notes to the Annual Financial Statements

Flgures in Rand 2020 2019

24, Leass rentals on oparating lease

Premises

Contraciual amounts 675 968 548 200
Eguipment

Confractual amounts 106 456 77 047

602462 625 348

Operating leases raiate to office space with laase for a panod of 2 years and an escalation of 7% with an oplion to extend for
a further pariod. AN oparating lease contracts contein market review clauses in the event that the Entity exercises s
option to renew. The Entfty does not have an option to purchase the leased asset at the expiry of the lease period,

25. Opsrational costs

Accounting fees 40 000 49 450
Auditors remuneratban 402 101 381 695
Bank charges 21583 22 623
Consumables 25T 527 686
Elactricity 4015 2689
Sundry expanses 86 250 242 756
Audit committes fees 78 838 147 558
Telecommunications st 27678
Gifts . 165
Insurance 36 975 30 997
Postage and couner B 31926
Printing and stationery 103 176 108 271
Promotions 900 7221
Security 8808 8078
Subscriptions and membership fees - 1443
Telsphone and fax 5569 12839
Training - 24 585
Travel - loca! 234 761 294 658

1033330 1896228

28. Coaeh (used In)/ gensrated from opsrations

Surplus {deficit) 862 613 {1219 8e8)
Adjustments for:

Deapraciation and amaortisation 54 892 56 920
Movemenis in aperating lease assets and accruals 7 548 .
Movements in provsions (35 319) 200996
Movement in interest bearing liatulity 186 003 187 633
Changes in working capial;

Recaivables from non-axchange transactons (2 982 083) 780 820
Payabies from exchange tranaactons {335 B02) 328 140
VAT (3777} 367 384
Unspenl conditional grants and recelpts 1446 975 (343 237)

(790 348) 477 768
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Ugu South Coast Development Agency SOC Ltd
{Registration number 201615837 1/30)
Annual Financial Statements for the yesr ended 30 June 2020

Notes to the Annual Financial Statements
Figures in Rend 2020 2019

27. Other revenue

Rental incoma - third party 160 428 91209
Sundry income 18123 2 000
187 581 3 208

Included abave is a skills developmant levy refund that was recaived due ta the Covid19 outbreak temporary exemption. The
fowr month SDL payment holiday s a8 provided for in Sec 10 of the 2020 Drafi Disaster Management Tax Relief Bill effoctive 1
May 2020 and ending 31 August 2020.

28. Auditors’ remuneration

Feas 402101 361 685

29. Taxation

Retonclliation of the tax expense

No provision for taxation s made as tha company Is exsmpt in tamms of Section 10{1) of South African Income Tax Acl,
30. Operating surplus {deficit

Cparating surplus (deficit) for the yeor is stated after accounting for the following:

Operating lease chargee

Premises

*  Contractval amounis 576 986 548 299

Equipment

«  Contractual amounts 108 496 T7 047
682 482 828 348

Amertsation on intangible assets 2876 2876

Depreclation on property, plant and equpment 52 017 54 045

Employes costs 5211372 5 579 642

41
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Ugu South Coast Development Agency SOC Ltd

(Registration number 201615837 1/30}
Annial Financial Statemants for the year ended 30 June 2020

Notes to the Annual Financial Statements
Figures In Rand 2020 2018

31. Related parties

Relationships
Shareholkder with significent influence Ugu District Munxcipality
Directors 5See Diractons’ Report
Sponsaring municipality Ray Nkonyeni Municipality
Umzumbe Municipality
Umdoni Municipality
Umuziwsbantu Municipality
Related parly balances

Loan accounts - Owing (to) by related parties
Ugu South Coast Toursm {(Pty) Ltd (4578 1B4) (4 392 181)

This loan is unsecured and is payable upon receipt of proceeds from KZN EDTEA. Interest is payable at a rate equal to the rate
of the Agancy's ABSA bank inlerast beaning investment

Amounts Included in Trade receivable {Trade Payable) regarding related parties

Ugu District Municipality 3227612 301 030
Ray Nkonyeni Local Municipality 761 709 761 109

Related party transactions
Interest pald to (reteived from) related parties

Ugu Soulh Cast Tounam (Pty) Ltd 186 003 197 633
Compensation to directors and other key managemant

Short-term employee benefits 2618 800 2 459 991
Dafinad contribution plans 713 387 796 758

3632187 3 246 749

32, Additional dieciosurs in terms of Municipal Finance Management Act

Audit fees

Opening balance (9 309) .

Current year subscription / fee 402 101 381 895

Amount paid - current year (392 792) (391 004)

- {9 309)

PAYE and UIF

Cumeni year expendriune 1313287 1490 081

Amount paid - curant year (1217730 {1490 081)
95 567 -

Penalon and Medical Aki Deductions

Cument year subscripton / fee 370 000 406 442

Amount pad - cumen! year {339 187) (406 442}
30833 -

42
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' Ugu South Coast Development Agency SOC Ltd
(Registraton numbar 2016/158371/30}
Annual Financial Statements for the year ended 30 June 2020

Notes to the Annua! Financial Statements
Figures in Rand 2020 2018

32. Additional disclosure in terms of Municipal Finance Managsmant Act (continued)
VAT
VAT payable 363 607 367 384

All VAT retumns have bean submited by the due date throughout the year.
33, Directors’ smolumants

2020
Emoluments Other banefits Preapmu Total

Or Sipho J Nzimande 54 384 - 46 601 100 965
Joy Crutchfield 33004 2651 59721 95 376
Sand:e Diomo 54 384 582 B0 426 135 402
Vijay Naidoo 33004 - 58 682 91698
Lindstan; Shezl 54 394 31 954 54 284 140852
Dr Ephraim Zungu 33004 5085 18 000 56 059
Zonks Mthuli 33 004 9074 67 968 110 048

206 198 49 358 s 672 730 228
2019

Emoluments Other benefits Board Total
preparation

Dr Sipho J Nzimande 56 914 - 51 ¢00 108 904
Joy Crutchfield 34000 o082 54 023 107 105
Sandile Diomo 59920 235 17827 180 882
Vifay Naidoo 34464 - 61378 95 B42
Lindelanl Shez 506 064 12141 58 328 127 333
Dr Ephralm Zungu 33 369 10817 18 000 62 186
Zonke Mthull 34 464 8570 58618 93 850

309 938 43 843 428 182 782002

43
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Ugu South Coast Development Agency SOC Lid
{Regisiration number 2016/153371730)
Annuat Financlal Statements for the year ended 30 Juns 2020

Notes to the Annual Financial Statements
Figures in Rand 2020 2018

34. Prior-year adjustments

Preseriied balow ane those iterms contaned in the statement of financial posion. statemant of finencial parformence and cash
flow stalement that have been sBected by pror-yssr adjustments

Statement of flnancial position

019
Note Asprevivusly Correction of  Restated
freported eror
Payables from exchange tansactions 10 1921070 (1285950) 835120
Trade receivables from non exchangs transachons ] 8584 759 167 470 1 052 228

2005029  (1113430) 1837348

Statement of financial performancs

01y
Note  As previously Correction of Restated
reported emor
Employee related costs 22 5863428 {273 544) 5579 662
Etrors

The following prior penod airors ad;ustments occurrad
Statement of financial posttion

Note §: invakd creditors raised in the system resulting i overstalement of trade payables from exchange transactions in
the 2018/10 financial year,

Note 9. A provision for performance bonuses was mads however the entily did nol mast its periormance largets tharefore
no bontisas wers payable this resutted m an overprovision of performance bonuses,

Note B. Tha entity's CEO was seconded to the District Municipalty and the entity was to b.i the Ugu District Muncipality for
his services s his salary was still paid out of the entdy's payroll. However this was never recorded on the system in the
priar

Note 21: Leave pay was paii out of an expense account instead of a Wabibly account resulting an understatement of the
Isave pay axpense.

35. Fruitleas and wastsful expenditure

Opening balance as praviously reported 59 5568 350 035
QOpaning balance &8 restated S 668 350 038
Add Expenditure identifed - current 41 995 -
Add Expenditure identified - prior period - 100 160
Less: Amount written off - current (96 338) {390 839)
Closing balance 5213 59 558

Panaltios and Interest on lale payments 1o SARS. No dsciplnary actons have been (aken
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. Ugu South Coast Development Agency SOC Ltd
{Registration numbar 2016/158371/30)
Annual Financial Statemants for the year anded 30 June 2020
Notes to the Annual Financial Statements
Figures in Rand 2020 2019

37. Risk management
Financial isk management

The Accounting Officer has overall responsibilty for the establishment and oversight of the municipal entity’s risk management
framework. The municipal entity's sk management policies are established to denlify and analyse the risks faced by the
municipal entity, to sat approprate risk kmits and controls and to monitor rieks and adherence to lmils.

Due 1o the largely non-frading nature of actvibes and tha way in which they are financed. municipalites and municipal antities
am not axposad to the degrea of finanaal risk taced by businass enbities. Financial instrumenis piay a much more limited role
in creating or changing risks that would be typical of ksted companiss lo which the IASs mainly spply. Generally, financial
assets and [iabilties are generaled by day-lo-dsy operational sctivities and are not held to manage the risks facing the
municipal entity in undertaking ds activibes.

The Chief Financlal Officer monitors and manages the financial risks refating to the operations through internal policies and
procedures. These nisks inchrde intarest rate risk, credit nsk and bquidity Compliance with policles and procadures s reviewad
by the internal auditors on a continuous basis and annually by external audtore. Tha municipal entity doas not enter into or
trade financial matruments for speculative purposes.

Intarnal audi, responsible for initiatg a control framework and meonitoring and respanding to polentad sk, reports quarterly lo
ihe municipality's audit commitios . an independent body thal monitiors the affecliveness of the mternal audit function.

Uquidity risk

Liquidity risk i the ngk that the municipel entity will encounter difficulty in meeting the obligations associated with its Financial
lmbilities that are setted by dehvering cash ur ancther financial assel. The municipal entity's approsch to managing liquidity 1
to ensure. as far a5 possbie. thet i wil always have sufficient kquidiy to meet tis liablities when due, under both narmal and
stressed conditions, without incuming unacceptable losses or risking damage to Lhe municipal entity’s reputation.

Liabilities are managed by ensuring that all contractual payments are met on a timeous basls and, if required, additional new
arangements are established at competilive rates to ensure that cash flow requirements are met.

Credit risk

Credit risk is the risk of finencial loss to the municipal entity if a customer or countarparty to a financial instrument fails to meet
its contractual obligations and arises principally from the municipal enlity's receivables fom cusiomers and investment
securities.

Credit risk refars to the sk thal & counterparty will default on s contractual vbiigations resuliing in financlal loss to the
municipal entity. The municipal entity has a sound credit control and debt collection policy and abtains collateral, whers
appropriate, as a8 means of mitigating the risk of financial Ioss from defaults. The municipal sntity uses other publicly available
financial information and its own trading records io asssas ils major customem. The municipal entity's exposure of fs
counterpartiss are monitored regularly

Potential concentrations of credil rate risk consist mainly of, other dablors, shart-term invesiment deposits and bank and cash
balsnces.

Credit risk consisis mainly of cash deposits, cash equivalents, derivative financial instruments and frade debtors. The enity
only deposits cash with major banks with high quality credit standing and limits exposure to any one cauntsr-party.

Financial assals exposed to credit risk st ysar end were as foliows:

Financial instrument
Raceivablas from non.exchange transactions 4843029 1716 447
Cash and cash equivalents 2411882 Jnzms
45
65|Page

USCDA Annual Report 2019/20



Huscda

Ugu South Coast Development Agency SOC Ltd
{Reqatration number 2016/158371/30)
Annual Financial Statemants for the year ended 30 June 2020

Notes to the Annual Financial Statements
Figures in Rend 2020 2018

37. Risk management (continued)

intorest rate risk

Intarest rate risk is dafinad as the risk that the feir value or future cashflows associated with a financial instrument will lluctuats
in amouni as a result of market intarest changes

hnlncnl assets and liabliitiey that are sensitive to interest rate nsk ane cash and cash equivalents and loan payables. The
municipal entity is not exposed to interest rate nsk on these financial instruments as the rates applcable are fixed inlerest

rates.
Polential concontraions of interest rata risk consist mamly of other dablors, short-tarm invesiment depasits and bank and cash

balances.
38. Going concem

Although the Entily is technically solvent as its total assets exceed its total kabiities, liquidity remains a challenge. The Entity
might not be able to fulfil its financial obhgations as  does not have snough imstments, cash and other sasels to repay it
shent tarm obligations. This significantly contrbutes to going concem uncertainty as well as ssvara cash-flow and aperational
difficulties. The Entity doas not have adequate working capital as it did not have sufficieni cash and other resources o pay
trade and other payables. Further, unspent conditional grants exceaded avallsble cash at year-end.

The Entity's revenue {such as Municipal grants, and consumer revenue for rentet and other sendces) exceeds [ts xpendilure
{such as empioyes costs, rent, and other operatronal costs). A net surplus indwates that the Entity can reasonably contain its
operating sxpanditure and collact its ressonably anticipated revenue,

Further, the Entity’s managemeni end tha leadershg remams commitied to good budgeting and finsncial management, and for
this purpose will monitor the implementation of budgats, including expenditure, revenue coflection and borrowing. The effective
functioning of the bixiget procasses will coninbute signifcantly to devaloping and sustsining financial hastth in the Entity.

30. Change in astimate

Property, plant and squipment

The useful life of Furniturg and fodures was estimated In 2005 to ba 15 years, In the cument period management have revised
their estimate to 20 years. The effact of his revision has decraased the depreciation chargas for the current and futura periods
by R 3658,

40. Saction 3§ Deviations

Paragraph 12(1Hd){i} of Govemment gazette No. 27636 issued on 30 May 2005 stales thal a supply chain management policy
must provide for the procurement of goods and services by way of a competitive bidding process.

Paragreph 28 of the same gazetie siates (hat the accounting officer may dispanse with the official procurement process n
certain circumstances, proviied that he records the reasons for any deviations snd reporis them to the naxt meeting of the
board and Includes a nots to tha annual financial siatemenis.

Thres quolations not received due to it being impractical to get three quotes 80 800 -

Three quolations not received due 10 services contracted by preferred supplier - 44 309

ar
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Ugu South Coast Development Agency SOC Lid
{Registralion number 20186/158371/30)
Annual Financial Statements for the year ended 30 June 2020

Notes to the Annual Financial Statements
Figures in Rand 2020 2018

41. Contingencies

There is an oulslanding amount of R30 583 asising from the erstwhile South Coast Development Agency NPC relating to
possible debt for PAYE and UIF. The debt relates lo the years from 2014 to 2016. Ugu South Coast Development Agency was
esteblshed aftar operations of South Coast Devalopmenl Agency were discontinued and look over all assots and liabilities
however it is not cartain where the amount originates from as there was no amount relating to PAYE, SDL and UIF outstanding
on the Minancial records when the Ugu South Coast Development Agency look over, it was only identifisd when the processes
to deregistar this company were being finalised. Management ls working on identifying the exact ongins of (he debt az itis
uncertain, and negoliating with SARS a write off of a portion or all of it, depending on Lhe information on hand which makes
setilement of this amaunt possible rather than probable and the procesds from such can nol bs measurad reliably.

oa

e

USCDA Annual Report 2019/20



Huscda

& aliey

W) T I NGN

L L] -n._..ﬂ!..us ﬂ.l..ﬂnw-..e

ot uo Bupueds padean [omw Rt J
hu veonme w w (88r) 956 GBL {zZziees 1) (9oL 89l

o recumy = 0 o sy 4 11 B O
afiunesw o) Sugeyss sULIATS TE BB 39 0L B
!niht?iliﬁiinl-l:an.o: 88 \¥L (eB0z:8)  {(RZZ 0L

0 poyelipng AUBSAUNY 10U 08B SUSS II8DY | 2SN
U0 1 J0) CedBing Jou B Uiy Runesas

FHVE ANDIIN0 Wy b oprow o mecs eseyy. [ELZ (ZPE 281) (000 08) (2re 280)
v sz {000 ) (a8
L0 POEEQ S8 3 4DAOY PANALEES 940 l.....“!&
opun podet s sy uoesudey s oy ey sy (6°02) €29 EL (09 59) (410 25)

{z1) 68959 (950 £229) (z£1Z8)

(Liz) (280 0.58) O00SSELEL Z0PSIHG

T U WO SHGRAGIM Il LISUI
RUNOUSS IS AL A iU By Sa), J0p
PEIBEI AU BIINCONE YWY 00 U secusi) 1Dy (6°0Z) (817 22} 000 0E1 ZeL 200

PUR TS 0 SHVS WY Spowy ekl sepnpu sy, L YOS €ZL S w0t €L el

IR WA 05 WY
L b
10} PRVESAIBY BaRALAND s uo spusdep swasul wy (ETT) (226 8Y) 000 81T T 691

FOOA LY 0T/ LT O 20y RIS ANSN
g uo Burpusds JQUN LENIUIS @ S ey s

s e 5 0 1o uonmd umowst w(€°27) (LE® 60SE) 008 +¥R 2l 6805CES
™A pusy pusy pumy
wipng sneiea 01 uey) e dpng
SOJUBIEA JRIUBS Jo vogeuedxy sausueA  peanfpy TR OV

0202
eunp o¢ pepue Jesk ey) Joj (eumjpusdx3 pue anusaey) 108png snsisa jemay

BBJIALES petoRnuo)

£}S00 BOVELL Y
UoHESRIOUY

1500 PAISIR: sedopm
WeunseAul
~ PaNPOa) [Sasagu|

oo Dpung

B0 ESY

SeIpRang
5 Sl JUAwwIeNDE)

enuandy

020Z sunp
(1)a xipueddy

P11 208 Aauaeby juswdojersq 1sr0n Ynog nBn

6817 ¢

USCDA Annual Report 2019/20



Huscda

05 stey
- EIeZme e £18298

(¢e} 1izzerr (0OSGELEL) (BBLZOL W)

WD) IR AN SN

. la!l::ﬂa“nn-li-lhs!-h
o veciane PRt ewr(0'95) 96L960C (20665680 (1628LL 1)

Bpng snmien 50| 1ny snsesb Jalfipng

ssauspwA Jussulig jo uopeundiy ©ueuss  pusnly  EE Y

0202
sunr g papue Jesi sy Joy (aunpuadxy pue enusaey) 19Bpng snueA femgay

10k oy
0§ {1Pyop) ferydins 16N
SIS0 PUB SNUBAR) SR

|02 [puoesed

6917 age

USCDA Annual Report 2019/20



Guscda

19. The Audit Report

Report of the auditor-general to KwaZulu-Natal Provincial
Legisiature and the council on the Ugu South Coast Development
Agency SOC Ltd

Report on the audit of the financial statements

Opinion

1.

| have audited the financial statements of the Ugu South Coast Development Agency
SOC Ltd set out on pages xx to xx, which comprise the statement of financial position as
at 30 June 2020, the statement of financial performance, statement of changes in net
assets, cash flow statement and statement of comparison of budget and actual amounts
for the year then ended, as well as the notes to the financial statements, including a
summary of significant accounting policies.

In my opinion, the financial statements present fairly, in all material respects, the
financial position of the Ugu South Coast Development Agency SOC Ltd as at 30 June
2020, and its financial performance and cash flows for the year then ended in
accordance with the South African Standards of Generally Recognised Accounting
Practice (SA Standards of GRAP), and the requirements of the Municipal Finance
Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) and the
Companies Act of South Africa, 2008 (Act No. 71 of 2008} (Companies Act).

Basis for opinion

3.

| conducted my audit in accordance with the International Standards on Auditing (ISAs).
My responsibilities under those standards are further described in the auditor-generai’s
responsibilities for the audit of the financial statements section of this auditor's report.

I am independent of the entity in accordance with sections 290 and 291 of the Code of
ethics for professional accountants and parts 1 and 3 of the Intemational Code of Ethics
for Professional Accountants (including international independence Standards) of the
International Ethics Standards Board for Accountants (IESBA codes) as well as the
ethical requirements that are relevant to my audit in South Africa. | have fulfilled my
other ethical responsibilities in accordance with these requirements and the IESBA
codes.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my opinion.

Material uncertainty relating to going concern

6. |draw attention to the matter below. My opinion is not modified in respect of this matter.
7. |draw attention to note 38 of the financial statements, the municipal entity is dependent
on receiving grants from the municipalities and challenges have been experienced with
regards to delays of the payments of these grants. As stated in note 38 of the financial
M|Page
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statements, these events and conditions indicate that a material uncertainty exists that
may cast significant doubt on the municipal entity’s ability to continue as a going
concern.

Emphasis of matter

8. |draw attention to the matter below. My opinion is not medified in respect of this matter.

Restatement of corresponding figures

9. Asdisclosed in note 34 to the financial statements, the corresponding figures for 30 June
2019 were restated as a result of errors in the financial statements of the municipal entity
at, and for the year ended 30 June 2020.

10. | draw attention to the matter below. My opinion is not modified in respect of this matter.

Unaudited disclosure notes

11. In terms of section 125(2)(e) of the MFMA the municipal entity is required to disclose
particulars of non-compliance with the MFMA in the financial statements. This disclosure
requirement did not form part of the audit of the financial statements and, accordingly, |
do not express an opinion thereon,

Responsibilities of the accounting authority for the financial statements

12. The board of directors, which constitutes the accounting authority is responsible for the
preparation and fair presentation of the financial statements in accordance with the SA
Standards of GRAP and the requirements of the MFMA and for such internal control as
the accounting authority determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

13. In preparing the financial statements, the accounting authority is responsible for
assessing the municipal entity’s ability to continue as a going concem, disclosing, as
applicable, matters relating to going concern and using the going concern basis of
accounting unless the appropriate governance structure either intends to liguidate the
municipal entity or to cease operations, or has no realistic alternative but to do so.

Auditor-general’s responsibilities for the audit of the financial statements

14. My objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor's report that includes my opinion. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit conducted in accordance
with the ISAs will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in aggregate,
they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

15. A further description of my responsibilities for the audit of the financial statements is
included in the annexure to this auditor's report.

1 |Page
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Report on the audit of the annual performance report

Introduction and scope

16.

17.

18.

19.

20.

21.

In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA)
and the general notice issued in terms thereof, | have a responsibility to report material
findings on the reported performance information against predetermined objectives for
selected objectives presented in the annual performance report. | performed procedures
to identify findings but not to gather evidence to express assurance.

My procedures address the reported performance information, which must be based on
the approved performance planning documents of the municipai entity. | have not
evaluated the completeness and appropriateness of the performance indicators included
in the planning documents. My procedures also did not extend to any disclosures or
assertions relating to planned performance strategies and information in respect of
future periods that may be included as part of the reported performance information.
Accordingly, my findings do not extend to these matters.

| evaluated the usefulness and reliability of the reported performance information in
accordance with the criteria developed from the performance management and reporting
framework, as defined in the general notice, for Objective 6 — Agriculture: To maximize
the contribution of agriculture to the local economy objective presented on pages xx to
xx in the annual performance report of the municipal entity for the year ended 30 June
2020.

| performed procedures to determine whether the reported performance information was
properly presented and whether perfermance was consistent with the approved
performance planning documents. | performed further procedures to determine whether
the indicators and related targets were measurable and relevant, and assessed the
reliability of the reported performance information to determine whether it was valid,
accurate and complete.

| did not raise any material findings on the usefulness and reliability of the reported
performance information for this objective.

| draw attention to the matter below.

Achievement of planned targets

22,

Refer to the annual perfermance report on pages xx to xx for information on the
achievement of planned targets for the year.

Adjustment of material misstatement

23.

| identified a material misstatement in the annual performance report submitted for
auditing. The material misstatement was on the reported performance information of
Objective 6 -Agriculture: To maximize the contribution of agriculture to the local
economy. As management subsequently corrected the misstatement, | did not raise any

72|
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material findings on the usefulness and reliability of the reported performance
information.

Report on the audit of compliance with legislation

Introduction and scope

24. In accordance with the PAA and the general notice issued in terms thereof, | have a
responsibility to report material findings on the compliance of the municipal entity with
specific matters in key legislation. | performed procedures to identify findings but not to
gather evidence to express assurance.

25. The material findings on compliance with specific matters in key legislation are as
follows:

Expenditure management

26. Reasonable steps were not taken to prevent fruitless and wasteful expenditure
amounting to R41 995 (2019: R100 160) as disclosed in note 35 to the annual financial
statements, in contravention of section 95(d) of the MFMA. The majority of the disclosed
fruitless and wasteful expenditure was caused by late payments to the South African
Revenue Service.

27. Reasonable steps were not taken to prevent irregular expenditure amounting to R3,13
million (2019: R1,31 million) as disclosed in note 36 to the annual financial statements,
as required by section 95(d) of the MFMA. The majority of the disclosed irregular
expenditure was caused by grant funding being utilised for expenditure that was not
permitted in terms of the grant conditions.

Procurement and contract management

28. Competitive bids were adjudicated by a bid adjudication committee that was not
composed in accordance with SCM regulation 29(2). Similar non-compliance was also
reported in the prior year.

Other information

29. The accounting authority is responsible for the other information. The other information
comprises the information included in the annual report which includes the directors’
report, the audit committee’s report and the company secretary’s certificate as required
by the Companies Act. The other information does not include the financial statements,
the auditor's report and the selected objective presented in the annual performance
repori that have been specifically reported in this auditor’s report.

30. My opinion on the financial statements and compliance with legislation do not cover the
other information and | do not express an audit opinion or any form of assurance
conclusion thereon.

31. In connection with my audit, my responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the
financial statements and the selected objectives presented in the annual performance

73|Page
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report, or my knowledge obtained in the audit, or otherwise appears to be materially
misstated.

32. The other information | obtained prior to the date of this auditor's report is the director’s
report, and the audit committee’s report and the company secretary’s certificate is
expected to be made available to us after 7 December 2020.

33. If, based on the work | have performed on the other information that | obtained prior to
the date of this auditor’s report, | conclude that there is a material misstatement of this
other information, | am required to report that fact. | have nothing to report in this regard.

34. When | do receive and read the audit committee’s report and the company secretary’s
certificate, if | conclude that there is a material misstatement therein, | am required to
communicate the matter to those charged with governance and request that the other
information be corrected. If the other information is not corrected, | may have to retract
this auditor's repori and re-issue an amended report as appropriate. However, if it is
corrected this will not be necessary.

Internal control deficiencies

35. | considered internal control relevant to my audit of the financial statements, reported
performance information and compliance with applicable legislation; however, my
objective was not to express any form of assurance on it. The matters reported below
are limited to the significant internal control deficiencies that resulted in the findings on
compliance with legislation included in this report.

36. The process followed by management was inadequate to monitor compliance with laws
and regulations affecting the entity.

Pietermaritzburg

7 December 2020

t"
NN

AUVDITOR-GENERAL
SOUTH AFRICA

Audiing to build public confidence

Annexure — Auditor-general’s responsibility for the audit

1. As part of an audit in accordance with the ISAs, | exercise professional judgement and
maintain professional scepticism throughout my audit of the financial statements, and
the procedures performed on reported performance information for selected objectives
and on the municipal entity’s compliance with respect to the selected subject matters.

Financial statements

M4|Page
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2. In addition to my responsibility for the audit of the financial statements as described in
this auditor's report, | also:

identify and assess the risks of material misstatement of the financial statements
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control

obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the municipal entity’s intermal
control

evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the board of directors, which
constitutes the accounting authority

conclude on the appropriateness of the board of directors, which constitutes the
accounting authority’s use of the going concemn basis of accounting in the
preparation of the financial statements. i also conclude, based on the audit evidence
obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Ugu South Coast Development Agency SOC Ltd’s
ability to continue as a going concern. If | conclude that a material uncertainty exists,
| am required to draw attention in my auditor’s report to the related disclosures in the
financial statements about the material uncertainty or, if such disclosures are
inadequate, fo modify the opinion on the financial statements. My conclusions are
based on the information available to me at the date of this auditor's report.
However, future events or conditions may cause an entity to cease continuing as a
going concem

evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in 2 manner that achieves fair presentation

Communication with those charged with governance

3. | communicate with the accounting authority regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that | identify during my audit.

4. | also confirm to the accounting authority that | have complied with relevant ethical
requirements regarding independence, and communicate all relationships and other
matters that may reasonably be thought to have a bearing on my independence and,
where applicable, related safeguards.
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