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University of KwaZulu-Natal Foundation Trust

Trust Deed Number IT 589 /03

Statement of responsibility
by the Board of Trustees and
approval of annual financial statements

The Board of Trustees is responsible for the preparation,
integrity and fair presentation of the financial statements
of the University of KwaZulu-Natal Foundation Trust (“the
Foundation”).

The financial statements presented on pages 21 to 34
have been prepared in accordance with International
Financial Reporting Standards and in terms of the
Foundation’s Deed of Trust.

The Board of Trustees consider that the most appropriate
accounting policies, consistently applied and supported
by reasonable and prudent judgements and estimates,
have been used in preparing the financial statements,
and that the financial reporting standards relevant to the
Foundation have been adopted as far as is practicable.
The Board of Trustees are satisfied that the information
contained in the financial statements fairly presents the
results of the Foundation's operations and cash flows for
the year and its financial position at year end.

The “going concern” basis has been adopted in the
preparation of the financial statements. The Board of
Trustees have no reason to believe that the Foundation will
not be a going concernin the foreseeable future, based
on forecasts and available cash resources. The viability of
the Foundation is supported by the financial statements.

The Foundation operates in a well-established control
environment that is comprehensively documented and
reviewed regularly. This incorporates risk management
and internal control procedures which are designed to
provide reasonable, but not absolute, assurance that
assets are safeguarded and that the risks facing the
Foundation are being controlled. No event or item
has come to the attention of the Board of Trustees that
indicates any material breakdown in the functioning of
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the key internal confrols and systems during the year
under review.

These financial statements have been reported on by
the independent auditors, PricewaterhouseCoopers
Inc., who were given unrestricted access to all financial
records and related data, including minutes of all
relevant meetings. The Board of Trustees believe that
all representations made to the independent auditors
during their audit were valid and appropriate. The report
of the independent auditors is presented on pages
19 and 20. The supplementary financial information
presented on pages 35 to 36 does not constitute part
of the audited financial statements.

The financial statements set out on pages 21 to 34 and
the supplementary financial information set out on
pages 35 to 36 were approved by the Board of Trustees
on 26 May 2017 and are signed on its behalf by:

Mr M Mia
Chairperson

rof AM Singh
Executive Director

./rWerie .

Mrs N Mbhele
Chief Finance Officer
University of KwaZulu-Natal




Independent auditors report

To the Board of Trustees of the University of KwaZulu-Natal Foundation Trust

Our opinion

In our opinion, the financial statements present fairly,
in all material respects, the financial position of the
University of KwaZulu-Natal Foundation Trust as at
31 December 2016, and its financial performance and
cash flows for the year then ended in accordance with
International Financial Reporting Standards.

What we have audited

University of KwaZulu-Natal Foundation Trust’s financial
statements set out on pages 21 to 34 comprise:

« thestatement of financial position as at 31 December
2016;

= thestatement of profit orloss and other comprehensive
income for the year then ended;

« the statement of changes in funds and reserves for
the year then ended;

« the statement of cash flows for the year then ended;
and

= the notes to the financial statements, which include
a summary of significant accounting policies.

Basis for opinion

We conducted our auditin accordance with Infernational
Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the auditor’s
responsibilities for the audit of the financial statements
section of our report.

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

Independence

We are independent of the Trust in accordance
with the Independent Regulatory Board for Auditors
Code of Professional Conduct for Registered Auditors
(IRBA Code) and other independence requirements
applicable to performing audits of financial statements

in South Africa. We have fulfilled our other ethical
responsibilities in accordance with the IRBA Code and in
accordance with other ethical requirements applicable
to performing audits in South Africa. The IRBA Code
is consistent with the International Ethics Standards
Board for Accountants Code of Ethics for Professional
Accountants (Parts A and B).

Other information

The Board of Trustees are responsible for the other
information. The other information comprises the
University of KwaZulu-Natal Foundation Trust Annual
Report that includes the Board of Trustees’ report,
statement of responsibility by the Board of Trustees’,
schedule of expenditure and schedule of endowment
funds as required by the Foundation’s Deed of Trust.
Other information does not include the financial
statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover
the otherinformation and we do not and will not express
an audit opinion or any form of assurance conclusion
thereon.

In connection with our audit of the financial statements,
our responsibility is to read the other information
identified above and, in doing so, consider whether it
is materially inconsistent with the financial statements
or our knowledge obtained in the audit, or otherwise
appears to be materially misstated. If, based on the
work we have performed, we conclude that there is
a material misstatement of this other information, we
are required to report that fact. We have nothing to
report in this regard.

Responsibilities for the financial
statements

The Board of Trustees are responsible for the preparation
and fair presentation of the financial statements in
accordance with International Financial Reporting
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Independent auditors report

Continued from previous page

Standards and in terms of the Foundation's Deed of Trust,
and for such internal control as the directors determine
is necessary to enable the preparation of financial
statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, the Board of
Trustees are responsible for assessing the Trust’s ability to
continue as a going concern, disclosing, as applicable,
matters related to a going concern and using the going
concern basis of accounting unless the Board of Trustees
eitherintend to dissolve the Trust or fo cease operations,
or have no realistic alternative but fo do so.

Our 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 our opinion. Reasonable assurance is
a high level of assurance, but is not a guarantee
that an audit conducted in accordance with 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 the aggregate,
they could reasonably be expected to influence the
economic decisions of users faken on the basis of
these financial statements.

As part of an audit in accordance with ISAs, we exercise

professional judgement and maintain professional

scepticism throughout the audit. We also:

= identify and assess the risks of material misstatement
of the financial statements, whether due fo 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 our 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 infernal control;

= obtain an understanding of infernal 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 Trust’s internal conftrol;

evaluate the appropriateness of accounting
policies used and the reasonableness of accounting
estimates and related disclosures made by the
directors;

e conclude on the appropriateness of the Board
of Trustees’ use of the going concern basis of
accounting and, based on the audit evidence
obtained, whether a material uncertainty exists
related to events or conditions that may cast
significant doubt on the Trust's ability to continue
as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention
in our auditor’s report to the related disclosures in
the financial statements or, if such disclosures are
inadequate, fo modify our opinion. Our conclusions
are based on the audit evidence obtained up to
the date of our auditor’s report. However, future
events or conditions may cause the Trust to cease
to confinue as a going concern;

e evaluate the overall presentation, structure and
content of the financial statements, including the
disclosures, and whether the financial statements
represent the underlying fransactions and eventsin
a manner that achieves fair presentation.

We communicate with the Board of Trustees regarding,
among other matters, the planned scope and timing
of the audit and significant audit findings, including
any significant deficiencies in internal control that we
identify during our audit.

o, 4,
PricewaterhouseCoopersWInc/.
Director: H Ramsumer
Registered Auditor

Durban

26 May 2017




Statement of financial position

as at 31 December 2016

2016 2015
Notes R R
ASSETS
Non-current assets
Property, plant and equipment 2 50 151 2 480
Investments 3.1 205 505 838 209 469 319
205 555 989 209 471 799

Current assets
Cash at bank 10 953 575 66 300
Total assets 216 509 564 209 538 099
FUNDS AND LIABILITIES
Funds
Endowed funds

Specified endowment funds 40 987 955 38 443 043

Unspecified endowment fund 47 665 057 45926 537
Total endowed funds 88 653 012 84 369 580
Restricted funds

Investment revaluation reserve 3.2 107 950 624 112 697 844
Total funds 196 603 636 197 067 424
Non-current liabilities
Post-refirement health care obligations 4 1148 676 1100 063
Current liabilities 18 757 252 11370612
Accounts payable and accrued liabilities 291 137 192 683
Specified donations to be transferred 10 900 075 79 833
Employee benefits 5 365 329 321 428
UKZN current account 6 7200711 10776 668
Total funds and liabilities 216 509 564 209 538 099
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Statement of profit or loss and

other comprehensive income

for the year ended 31 December 2016

Specified Unspecified Endowed
endowment endowment funds 2015
funds fund 2016 Total
Total
Notes R R R R

INCOME
Donations and grants
Specified purposes 187 705 281 - 187 705 281 138 273 690
Specified University endowments 251 250 - 251 250 529 540
Unspecified endowments - 3888087 3888 087 1732507
Unspecified purposes - - - -
Total donations and grants 187 956 531 3888 087 191 844 618 140 535737
Investment income
Income from marketable securities : 3 984 585 4799 154 8 783 739 7 706 429
Interest and dividends 1974615 2378285 4 352 900 4120930
Realised gains on sale of marketable securities 2 009 970 2 420 869 4 430 839 3 585 499
Total investment income 3 984 585 4799 154 8 783 739 7 706 429
Total income 191941116 8 687 241 200 628 357 148 242 166
EXPENDITURE
Administration expenses - local - 6 813 607 6 813 607 6 243 403
International operations - 171714 171714 290 201
Bursary awards and other disbursements 1278 623 - 1278 623 223 167
Total expenditure 1278 623 6985 321 8263 944 6756771
Net surplus before allocations 8 190 662 493 1701 920 192 364 413 141 485 395
Allocations

187 956 531 - 187 956 531 138 803 230
Grants for specified University purposes 187 324 331 - 187 324 331 137 673 150
Specified Foundation endowment funds 380 950 - 380 950 600 540
Specified University endowment funds 251 250 - 251 250 529 540
NET SURPLUS 2 705 962 1701 920 4 407 882 2 682 165
Other comprehensive (loss)/income for the year (2 153 339) (2574 312) (4 727 651) 19 698 845
(Loss)/gain on available for sale financial assets (143 369) (173012) (316 381) 23219 928
Realised gains on sale of marketable securities (2 009 970) (2 420 869) (4 430 839) (3 585 499)
Remeasurement of post retirement obligations - 19 569 19 569 64 416
TOTAL COMPREHENSIVE (LOSS)/INCOME FOR THE YEAR 552 623 (872 392) (319 769) 22 381010




Statement of changes in funds and reserves

for the year ended 31 December 2016

Funds Restricted
funds
Specified g:;zsvczr:i:ri Sub-total :szfszt?;; Total
funds fund funds reserve funds
R R R R R

Fund balances at 1 January 2015 35430845 46281614 81712459 93063 415 174775874
Total comprehensive income for the year 11571 951 10809 059 22381010 - 22381010
Transfer of donations to specified endowment funds 600 540 - 600 540 - 600 540
Transfers to University operations ( 690 000) - ( 690 000) - (1690 000)
Net fair value movement in investments (8470293) (11 164136) (19 634 429) 19 634 429 -
Fund balances at 31 December 2015 38443043 45926 537 84 369 580 112 697 844 197 067 424
Total comprehensive income/(loss) for the year 552 623 (872 392) (319 769) - (319769)
Transfer of donations to specified endowment funds 380 950 - 380 950 - 380 950
Transfers to University operations ( 542 000) 17 031 (524 969) - (524 969)
Net fair value movement in investments 2 153 339 2 593 881 4747 220 (4 747 220) -
Fund balances at 31 December 2016 40987 955 47 665 057 88653012 107 950 624 196 603 636
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Statement of cash flows

for the year ended 31 December 2016

2016 2015
Notes R R
Operating activities
Cash utilised in operating activities: (3906 223) (2 602 478)
Investment income: Interest & dividends 4 352 900 4120 930
Expenditure and disbursements (8263 943) (6756 771)
Depreciation 4 820 33 363
Changes in working capital 10 962 597 (878 689)
Increase/(decrease) in donations to be allocated 10 820 243 (542 450)
Increase/(decrease) in employee benefits 43 901 (194 700)
Increase/(decrease) in accounts payable and accrued liabilities 98 453 (141 539)
I i t-refi t health bligations includi
ncrease in post-retirement health care obligations including 68 182 48 542
remeasurement
Decrease in UKZN current account (3575 957) (1 615 466)
Net cash generated/(utilised) in operating activities 3548 599 (5048 091)
Investing activities
Net cash generated from investing activities : 3594 609 2 862 594
Purchase of property, plant and equipment 2 (52 491) (16 476)
Re-investment of investment income 3.1 (4 352 900) (4120 930)
Withdrawals from investments 8 000 000 7 000 000
Financing activities
Net cash generated from/(utilised in) financing activities : 3744 068 1643 047
Endowment funds : donations and grants 4 269 037 2 333047
Endowment funds : tfransfers to UKZN operations (524 969) ( 690 000)
Net increase/(decrease) in cash and cash equivalents 10 887 276 (542 450)
Cash and cash equivalents at beginning of year 66 300 608 750

Cash and cash equivalents at end of year 10 953 575 66 300




Notes to the financial statements

for the year ended 31 December 2016

1. Accounting policies

The financial statements are prepared in accordance
with International Financial Reporting Standards (IFRS)
and in the manner required by the Foundation's Deed
of Trust. They have been prepared under the historical
cost convention, except for available-for-sale financial
assets, which are measured at fair value. The principal
accounting policies adopted in the preparation of
these financial statements are set out below and are
consistent with those of the previous year.

These financial statements are prepared and presented
in South African Rands.

Use of estimates and judgements

The preparation of financial statements requires
management to make judgements, estimates and
assumptions that affect the application of accounting
policies and the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from
these estimates.

Estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions fo accounting estimates
are recognised in the period in which the estimates are
revised and in any future periods affected. In particular,
information about areas of estimation, uncertainty and
critical judgements in applying accounting policies
that are likely to have the most significant effects on
the amounts recognised in the financial statements are
described in the following notes:

= Investments

= Post-retirement health care obligations

Income recognition
Income comprises donations and grants received and

investment income.

Donations are measured at the fair value of the
consideration received or receivable.

Donations and grants are brought into the statement
of comprehensive income in the year of their receipt

and thereafter tfransferred to the beneficiary University
unit, entity, endowment or other fund, as applicable.
Donations received in advance of the period of their
specified use are disclosed as current liabilities on the
statement of financial position.

Investment income is recognised on a time proportion
basis, taking account of the principal outstanding and
the effective rate over the period to maturity, when
it is determined that such income will accrue to the
Foundation. Dividends are recognised when the right
to receive payment is established.

Foreign currency transactions

Foreign currency transactions are accounted for at spot
rates, being the exchange rates prevailing at the dates
of the respective transactions. Gains and losses arising
from the settlement of such transactions and from the
franslation of monetary assets and liabilities denominated
in foreign currencies, are recognised in the statement of
comprehensive income in the year in which they arise.
Monetary assets and liabilities designated in foreign
currencies at the statement of financial position date
are translated at the rates of exchange ruling at the
statement of financial position date.

Investments

Investments are “available-for-sale” investments and
are stated at fair value and classified as non-current
assets. Fair values are calculated by reference to
securities exchange quoted selling prices atf the close
of business on the statement of financial position
date. Adjustments to the fair value of investments are
recognised in the revaluation reserve until such time as
they are sold. On disposal of investments, realised gains
or losses are credited or charged fo the statement of
comprehensive income, as appropriate. Gains and
losses related to specific restricted endowment or trust
funds are recognised by way of adjustments to the
appropriate funds.

If there is objective evidence of impairment, the
cumulative loss is measured as the difference between

."‘
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the acquisition cost and the current fair value, less any
impairment loss on the investment previously recognised
in profit orloss, is removed from equity and recognised
in profit or loss.

Endowed funds

Investment income received and accrued during the
year (realised capital profits, interest and dividends) is
allocated to individual endowment funds in proportion
to the opening balances at the beginning of the
financial year. Interest in respect of the current year cash
movements from the University treasury management
portfolio is allocated on the same basis, at the prevailing
investment average “pool” rate for the year.

Property, plant and equipment

ltems of property, plant and equipment are recorded
aft historical cost less accumulated depreciation and
impairment losses.

Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, when it is
probable that future economic benefits will flow to the
entity and the cost of the item can be measured reliably.

Assets costing less than R5 000 are written off in the
year of acquisition.

Depreciation is calculated on the straight-line method,
at rates calculated to write off the costs or revalued
amounts of assets, to their residual values over their
estimated useful lives, as follows:

Computer equipment : 3 years

Furniture and other equipment: 5 years

Routine maintenance costs are charged to income as
incurred. Costs of major maintenance or refurbishment
of items of property, plant and equipment are
recognised as expenses, except where the useful lives of
the assets concerned have been extended. Where the
carrying amount of an asset is greater than its estimated
recoverable amount, it is written down immediately to
its recoverable amount.

Gains and losses on disposal of property, plant and

equipment are determined by comparing the carrying

value of the respective assets at disposal to the proceeds
on their disposal and are accounted forin the statement

of comprehensive income.

Financial instruments

Financial instruments include investments, cash,
receivables and accounts payable. Where material, the
particular recognition methods adopted are disclosed
in the individual policy statements associated with the
respective financial instruments.

Exposure to foreign currency (i.e. exchange rate) and
credit risks arises in the normal course of the Foundation’s
fundraising and investment activities. Exchange rate
risks associated with major foreign grants and donations
received are managed by the adoption of various
strategies designed to minimise these risks as far as
practicable. Market and credit risk on investments is
prudently managed on behalf of the Foundation’s
Trustees by externally-appointed asset managers
(“counterparties”) that have credit ratings equal to or
better than those of the Foundation.

Post-retirement health care obligations

The Foundation provides post-retirement health care
benefits for all employees and retirees who were
members of the University of KwaZulu-Natal Medical
Scheme prior to 1 August 2004. In the case of serving
members, the entitlement to these benefits is conditional
on employees remaining in service up to retirement
age. The expected costs of these benefits are accrued
over the periods of employment, using the projected
unit credit method. These service costs are charged to
income as incurred. Independent actuarial valuations of
these obligations are carried out annually on behalf of
the University and the Foundation’s proportionate share
of the total liability, based on the number of its members
eligible to receive post-retrement health care benefits,
is recognised in the statement of financial position.
All actuarial gains/losses are recognised immediately
through other comprehensive income.

Employee benefits

Employee entitlements to annual leave and service
bonuses are recognised when they accrue. Accruals are
made for the estimated liabilities for leave accumulated
up to the statement of financial position date and, in




the case of service bonuses paid annually to qualifying
employees in the months of their birthdays, to the extent
of the pro rata services rendered by each employee
prior fo the statement of financial position date.

Accounts payable and accrued liabilities

These amounts represent liabilities for goods and services
provided prior to the end of the financial year which
are unpaid.

Accounts payable and accrued liabilities are presented
as current liabilities unless payment is not due within 12
months after the reporting period.

Accounts payable and accrued liabilities are initially
measured af fair value, and subsequently measured af
amortised cost, using the effective interest method.

Impairment

A financial asset is considered to be impaired if objective
evidence indicates that one or more events have had
a negative effect on the estimated future cash flows
of that asset.

At each statement of financial position date, an assessment
of the carrying amounts of property, plant and equipment,
investments and other assets is made to determine
whether there is any indication of impairment. If such
indication exists, the estimated recoverable amount of the
impaired asset is determined and adjusted accordingly.
The resultantimpairment losses on the differences between
the recoverable and carrying amounts are recognised
in the statement of comprehensive income, unless the
relevant assets are carried af revalued amounts, in which
case the impairment losses are reversed against the
revaluation reserve and disclosed in the statement of

changes of funds.

Cash and cash equivalents

Cash and cash equivalents include cash on hand,
deposits held at call with banks, other short-term highly
liquid investments with original maturities of three months
or less and bank overdrafts.

Related parties

A party is related to the Foundation if any of the
following are met:

= Directly, or indirectly through one or more
intfermediaries, the party conftrols, is controlled by
or is under common control with the foundation;

« The party is a member of key management personnel
of the Foundation or its parent; and

e The party is a close family member of the family or
individual referred to above.

Close family member of the family of an individual
includes the following:

e The individual's domestic partner and children;
« Children of the individual’'s domestic partner; and

= Dependents of the individual or the individual’s
domestic partner.

Standards and interpretations in issue not
yet adopted
At the date of authorisation of these financial statements,

the following revised standards and interpretations were
in issue, but not yet effective:

Effective date for annual periods beginning on or after
indicated below.

Revised

IAS 7 — Statement of cash flows. 1 January 2017

IAS 12 —Income taxes. 1 January 2017
IAS 40 — Investment property. 1 January 2018

IFRIC 22 - Foreign currency fransactions and advance
consideration. 1 January 2018

IFRS 15 — Revenue from contracts with customers.
1 January 2018

IFRS 9 — Financial instruments. 1 January 2018

The Trustees are of the opinion that the amendments
to these standards will not have a material effect on
the financial statements of the Foundation.




2016 2015
R R
2 Property, plant and equipment
Computer Furnlt_ure and Total Total
equipment equipment
At 31 December
Cost 170 838 57 251 228 089 175 597
Accumulated depreciation (159 854) (18 084) (177 938) (173117)
Carrying value 10 984 39 167 50 151 2 480
Movements for the year
Opening carrying value 2 480 - 2 480 19 368
Additions 11716 40775 52 491 16 476
Depreciation charge (3212) (1608) (4 820) (33 364)
Closing carrying value 10 984 39 167 50 151 2 480
3 Investments
3.1 Available-for-sale financial assets
The total investments comprise the following category:
Equity Securities :
Investec Opportunity Fund Class 205 505 838 209 469 319
Market value at beginning of the year 209 469 319 189 128 461
(withdrawals) (8 000 000) (7 000 000)
Reinvestment of investment income 4 352 900 4120 930
Fair value movement in investments (316 381) 23219 928
Market value at end of year 205 505 838 209 469 319
3.2 In order to align the year-end closing values of the investment portfolio
with the aggregate endowment fund balances, amounts available to be
withdrawn from or, alternatively, added to the investment portfolio managed
by Investec Asset Management were determined as follows :
Closing market value of investments (as above) 205 505 838 209 469 319
Investment revaluation reserve (107 950 624) (112 697 844)
Investments, net of revaluation reserve 97 555 214 96771 475
Closing balance of endowed funds (88 653 013) (84 369 580)

Amount available for withdrawal from investment portfolio 8902 201 12 401 895




2016 2015
R R
4 Post-retirement health
care obligations
Amount accrued in respect of the health care obligation 1148 676 1100 063
The Foundation’s obligations fowards post-retirement health care
obligations in respect of its employees are determined in accordance
with International Accounting Standard 19 : Employee Benefits (IAS
19). In terms of its stated accounting policy, the Foundation’s liability
represents a proportionate share of the total actuarially-calculated
obligations for members of the University of KwaZulu-Natal Medical
Scheme, and is based on the number of serving and former employees
eligible for such post-retirement benefits. The actuarial valuation carried
outin 2017 in respect of the year ended 31 December 2016 forms the
basis for the recognised liability.
Movement in the defined benefit liability over the prior yearis as follows:
Balance at beginning of the year 1100 063 1115938
Current service cost 9 892 8 596
Interest cost/(income) 113 050 90 412
Benefit payments from plan (54 760) (50 467)
Remeasurements during the year (19 569) (64 416)
Gain/loss from financial assumptions (47 895) (43 204)
Gain/loss from demographic assumptions 23410 20 853
Ofther gains/losses 4916 (42 065)
Balance at end of the year 1148 676 1 100 063
The principal actuarial assumptions used for accounting purposes are :
Health care cost inflation (per annum) 8.00% 9.13%
Discount rate (per annum) 9.88% 10.63%
Normal retirement age (years) 60 60
Remaining average working lives of in-service employees (years) 13 13

UKZN Foundation Annual Report 2016




2016 2015
R R
5 Employee benefits
Leave pay Service
bonuses
R R
Balances at beginning of the year 221190 100 238 321 428 516128
Utilised during the year (316 382) ( 100 238) (416 620) (379 020)
Charged to the income statement (note 8) 337 980 122 541 460 521 184 320
Balances at end of the year 242788 122 541 365 329 321 428
Employee benefit obligations are measured on an undiscounted basis and
are expensed as the related service is provided.
6 UKZN current account
The Foundation has arelated party relationship with UKZN, of which it is a subsidiary
entity for the purposes of preparing the University’s consolidated financial
statements. Transactions between the two parties are summarised below,
together with the respective year-end balances owing to and by each other.
These transactions and balances are eliminated on consolidation (see note 10).
Balance owed to UKZN at beginning of year 10 776 668 12392133
Add/(less):
Donations and grants received by UKZN on behalf of Foundation (4 269 037) (2 333047)
Funds fransferred by Foundation to UKZN : investment withdrawal (8 000 000) (7 000 000)
Foundation portion : UKZN post-retirement obligations (68 182) (48 542)
Expenses paid and net disbursements by UKZN for the Foundation 8263 943 6756771
Endowment funds : transfers to UKZN operations 524 969 690 000
Purchase of property, plant and equipment by UKZN 52 491 16 476
Depreciation of property, plant and equipment by UKZN (4 820) (33 364)
Bank account : fransfers due to UKZN 10 887 275 (542 448)
Change in working capital (10 962 596) 878 689
Balance owed to UKZN at end of year 7200 711 10776 668
7 Endowment funds : Investment income
Allocation of investment income
Specified endowment funds 3984 585 3324 825
Unspecified endowment fund 4799 154 4381 604
Total endowment funds’ portion of investment income 8 783 739 7 706 429

The allocation of investment income to the various specified endowment
funds is based on the prevailing University freasury management (“pool”) rate
of return for the year. The purpose of the income stabilisation is to enable
allocations of income to the specified endowment funds in years of relatively
poorinvestment performance to be maintained at levels closely equivalent
to the University “pool” rate. A rate equal to the University (“pool) rate of
return of 7.5% was applied in 2016 (2015: 6.4%).




2016 2015
R R
8 Net surplus before allocations
is arrived at after taking
the following into account:
Audit fees 139 643 123 145
Consultancy fees 134 304 265235
Depreciation 4820 33 364
Travel and subsistence 280 309 319 371
Personnel costs 5739 240 5010 288
Salaries and wages 4721 387 4182223
Accrual for leave pay (note 5) 337 980 84082
Retirement costs : defined confribution plan 566 823 653 571
Post-retirement health care obligations (note 4) 113 050 90 412
9 Taxation
The Foundation is registered as a public benefit organisation in terms of
Section 30 of the South African Income Tax (“Act”) and is exempt from
income tax in terms of section 10(1)(cN) of the Act.
10 University consolidated
financial statements
The consolidated financial statements of UKZN incorporate the assets, liabilities
and trading operations of the Foundation. Transactions and balances
between the two entities are accordingly eliminated on consolidation.
11 Related parties
Due to the nature of the Foundation's operations and the diverse composition
of its stakeholders, the Board of Trustees takes particular care to avoid conflicts
of interest. It has, accordingly, adopted a policy requiring declarations of
any interests — actual or potential — by members of the Board of Trustees,
and by members serving on their committees and officials in attendance at
allBoard and committee meetings of the Foundation. In terms of this policy,
fransactions with third parties in which a Board member or any other related
party may have a direct or fiduciary interest are required to be disclosed
to the Board and, consequently, must be entered into at arm’s length and
also be in accordance with the University's approved procurement policy.
Payments to Executive Director and Trustee 1383 704 1 088 500

The Foundation has a related party relationship with UKZN, of which it is a
subsidiary entity. Transactions with the University are disclosed in note 6.




2016 2015

12 Financial risk management
objectives and policies

The Foundation’s principal financial instruments comprise available for sale
investments, cash and cash equivalents, accounts payable and accrued
liabilities, employee benefits and current account with UKZN. The Foundation
manages a substantial portfolio of financial assets with a long term view to
growing the portfolio in order to provide financial stability and support for
new initiatives and strategic choices. The main risks facing the Foundation’s
financial instruments are market risk, credit risk and liquidity risk. Management
reviews and agrees policies for managing each risk as summarised below:

Market risk

The risk that the fair value of future cash flows of a financial instrument will
fluctuate because of changes in market prices. Market risk comprises three
types of risk: price risk, currency risk and interest rate risk. The Foundation’s
exposure fo market risk relates primarily fo its available-for-sale financial assets.
These financial assets are invested in terms of a considered strategy adopted
by the Board of Trustees. The strategy takes into account the risk profile of
the individual endowed funds and allocates investment to appropriate asset
classes. The portfolio is then allocated to a selected portfolio manager who
operates under a defined mandate. The risk is managed by the portfolio
manager.

Price risk

The following table demonstrates the sensitivity of the Foundation’s investments
that are subject o price risk fo a reasonable possible change in market values,
with all other variables held constant.

Price risk changes
The effect of a 5% increase in price risk 10 275 292 10 473 466
The effect of a 5% decrease in price risk (10 275 292) (10473 466)

Interest rate risk

If the interest rate on balances at banks at year end were to increase /
decrease by 50 basis points, the surplus for the year would have increased /
decreased by R 54 768 (2015: R 332).

Credit risk management

The Foundation deposits only with major banks of high quality credit standing.
Atyearend, the management of the Foundation did not consider there to be
any significant concentration of credit risk. The credit quality of financial assets
can be assessed by reference to external credit ratings, which are as follows:

Cash at Bank and Short-term Deposits F1+ 10 953 575 66 300
Available-for-sale financial assets BBB - 205 505 838 209 469 319
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R R
12 Financial risk management
objectives and policies (continued)
Liquidity risk
The risk that an entity will encounter difficulty in meeting obligations associated
with financial liabilities.
The timing and nature of the Foundation’s cash inflows and outflows are such
that liquidity problems are unlikely to arise. Furthermore, the Foundation has
access to funds through either its current account with UKZN or the investments
portfolio in the event of any unforseen events occurring.
The table below summarises the maturity profile of the Foundation’s financial
liabilities at 31 December based on contractual undiscounted payments.
Less than 6 6to 12
months months 1to 5 years Total
R R R R

31 December 2016
A t bl d

ceounts payabie an 291137 - . 201 137
accrued liabilities
Specified donations to be

P 10 900 075 - - 10 900 075
transferred
Employee benefits 365 329 - 365 329
UKZN Current account 7200711 - - 7200 711
Total 18 391 923 365 329 - 18 757 252
31 December 2015
A t bl d

ceounts payable an 192 683 - - 192 683
accrued liabilities
S ified d fions t

pecified donations to 79 833 ) ) O GEE
be transferred
Employee benefits - 321 428 - 321 428
UKZN Current account 10776 668 - - 10 776 668
Total 11049 184 321 428 - 11 370 612

Fair value estimation

Market values have been used to determine the fair value of available-for-
sale financial assets and are based on quoted market prices at the statement
of financial position date which have been summarised in the table below:

Available-for-sale financial assets : 31 December 2016

Equity Securities : Level 1 Level 2 Level 3
R R R
Investec Opportunity Fund 205 505 838 - -

Available-for-sale financial
assets : 31 December 2015

Equity Securities : Level 1 Level 2 Level 3
R R R
Investec Opportunity Fund 209 469 319 - -




12 Financial risk management objectives and policies (continued)

Capital management

The capital of the Foundation comprises both restricted funds designated for
specific purposes and unrestricted funds, being funds that can be employed
by the Board of Trustees at its discretion.

Contingent liabilities

The Foundation does not have any contingent liabilities that warrant disclosure
in terms of IAS 37.

Commitments

There were no capital commitments as at 31 December 2016.

Events after the reporting period

No adjusting events after the reporting period were identified.
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Schedule of expenditure

for the year ended 31 December 2016

2016 2015
R R
A Details of expenditure

Administration - local

Personnel costs 5 739 240 5010288
Audit fees 139 643 123 145
Books, manuals and subscriptions 13 489 2 608
Campaign promotion 25871 178 753
Consultancy fees 134 304 122 132
Depreciation 4 820 33 364
Entertainment and functions 113 493 172 933
Gifts, grants and donations 22121 58 607
Office expenses 13 684 7 352
Postages and courier services 18 339 16 167
Printing and stationery 67 639 104 340
Publications 174 239 86798
Repairs and maintenance - equipment 34 996 8088
Staff training and development 56 336 32198
Telephone and communication 68 243 57 589
Travel and subsistence 125 840 172 273
Minor capital equipment 4128 4 359
Rental of equipment 57 181 52 409
Total 6 813 606 6 243 403
International operations

Travel and subsistence 154 469 147 098
Entertainment and functions 4 357 -
Consultancy fees - 143103
Subscription and affiliation fees 12 888 -
Total 171714 290 201
Bursary awards and other disbursements 1278 623 223 167
Total expenditure 8 263 943 6756771

B Summary of expenditure by category

Personnel costs 5739 240 5010 288
Audit fees 139 643 123 145
Consultancy fees 134 304 265235
Depreciation 4 820 33 364
Fundraising functions and hospitality 143 721 351 686
Other operating expenses 240 337 249 571
Staff training and development 56 336 32198
Telephone and communication 68 243 57 589
Travel and subsistence 280 309 319 371
Publications 174 239 86798
Minor capital equipment 4128 4359
Bursary awards and other disbursements 1278 623 223 167
Total expenditure 8 263 943 6756771

The supplementary information presented does not form part of the financial statements and is unaudited.
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Schedule of endowment funds

Movements for the year ended 31 December 2016
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Contact the Foundation

UKZN Foundation
Howard College

232 Mazisi-Kkunene Avenue
Durban 4041
South Africa

Telephone: +27 (0)31 260 2389 Facsimile: +27 (0)31 260 3209
Email: foundation@ukzn.ac.za
www.foundation.ukzn.ac.za
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Cover: The K-RITH Tower Building, which hosts the Africa Health Research Institute’s laboratories and core operations
Photo credit to Africa Health Research Institute (AHRI)

Page 14: Part of the UKZN collection. Photo by Paul Weinberg
All other photos from UKZN

Ms Jane du Rand the award-winning ceramic collage artist was commissioned to design the art
adorning the KwaZulu-Natal Research Institute for Tuberculosis and HIV (K-RITH) building at UKZN’s
Nelson R Mandela School of Medicine campus. Her eye-catching work adds colour and deep symbolic
meaning to the multi-million rand state-of-the-art international research facility located on Durban’s
Glenwood slopes. Her work depicts medicinal indigenous plants, tuberculosis mycobacteria, the HIV
virus, blood cells and DNA. All ceramics are hand-sculpted in clay, hand-glazed and fired. The brightly
coloured mosaics add a delicate artful touch to a world class research facility and have been used
to compliment this annual report.
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