VISION, MISSION AND VALUES

VISION
To provide the best managed social security scheme in
Africa and to be a major contributor to Swaziland’s
socio-economic growth.

MISSION
We will provide the Fund’s members with the best
retirement packages through collecting all duecontributions,
investing wisely, paying out at theshortest possible time,
educating stakeholders, andengaging a well motivated and
committed staff with efficiently managed systems.

VALUES
1. Honesty and Transparency
2. Accountability and Commitment
3. Professionalism and Integrity
4. Customer care and Social responsibility
5. Mutual Respect
6. Team Focus
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Member

In conformity with good corporate governance
principles like the King III Report, the Board was able
to conduct the first evaluation of its performance.
This practice will indeed help the Board to periodically
ascertain the effectiveness of the Board, its Committees
and individual Board members to ensure that they
perform to their optimum capabilities.
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The Fund CEO Prince Lonkhokhela and Gina Zithulele presenting a gift to His Majesty King Mswati III
during the latter’s visit to the Fund’s stand at the Mavuso International Trade Fair
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CHAIRMAN’S STATEMENT

Mduduzi C. Gina
SNPF Board Chairman

T

he financial year under review was very
unpredictable but still it was a fair year in the
operations of the Fund.

Key Projects
In the past two financial years the Fund has been
reporting about three key projects which the Board
has been working tirelessly towards concluding.
Unfortunately, the outcome of those inputs have not
been according to the standards that the Board had
set for itself.
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a) Conversion from Provident Fund to
Pension Scheme
During the period under review, the Fund’s
actuaries and the experts from the International
Labour Organisation (ILO) began working on the
activities of the implementation plan which was
developed in the previous reporting period. This
included the orientation of the Actuaries on ILO
systems among many other things, the first draft of
the new legislation is expected in the first half of the
new financial year.

SWAZILAND NATIONAL PROVIDENT FUND LIDLELANTFONGENI

The Fund continued on its mandate in relation to being a
good corporate citizen even during the period under review. In
accordance with Section 33(4) of the SNPF Order No.23 of 1974,
the Fund built four houses for indigent elderly people, one in each
of the four regions of the country.
b) Funeral Cover

Corporate Social Responsibility

The Ministry of Labour and Social Security
submitted the draft Government Gazette for
Parliament’s approval in accordance with the
Constitution of the Kingdom of Swaziland. The
Board was hopeful that the gazette would be
published during the year under review.

The Fund continued on its mandate in relation to
being a good corporate citizen even during the period
under review. In accordance with Section 33(4) of
the SNPF Order No.23 of 1974, the Fund built four
houses for indigent elderly people, one in each of
the four regions of the country. The beneficiaries
were identified through their chiefdoms and also
through the help of Rural Health Motivators. SNPF
will continue with its social responsibility initiatives
in the coming year, with improved programmes.

c) Property Unit Trust
The creation of the Property Unit Trust (PUT)
was intended to unlock the liquidity constraints
associated with property investments, to facilitate the
diversification of investments. After experiencing
difficulties in finding a suitable and able agency to
carry out the project, the Board found itself with a
need to revisit the matter to establish if the original
objectives for setting up the PUT still prevailed. The
outcome of the review was that the PUT was still
relevant. The new agency will be working on this
revised mandate.

Amendment of SNPF Order No.3 of
1974
There were challenges from the country’s labour
formations as regards the amendment of certain
sections and regulations of the SNPF Order No.23
of 1974 so that they adapt to the current needs of
members of the Fund. While fully acknowledging the
importance of aligning the legislation with current
needs, the Board was cognisant of the fact that the
processes involved in amending legislation were
normally long and detailed. The Board did therefore
highlight the benefits that could be achieved through
accommodating all issues on the operation of the
Order in the new Conversion Legislation which would
address all the concerns wholesale.

Corporate Governance
In conformity with good corporate governance
principles such as the King III Report, the Board
was able to conduct the first evaluation of its
performance. This practice will indeed help the
Board to periodically ascertain the effectiveness of
the Board, its Committees and individual Board
members to ensure that they perform to their
optimum capabilities.
In accordance with section 4 (5) of the Swaziland
National Provident Fund Order No. 23 of 1974, I am
honoured to submit the 2010/11 Annual Report of
the Fund to the Minister responsible.

Mduduzi C. Gina
SNPF Board Chairman

SWAZILAND NATIONAL PROVIDENT FUND LIDLELANTFONGENI
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CHIEF EXECUTIVE OFFICER’S REVIEW

Prince Lonkhokhela
Chief Executive Officer

General

D

espite the challenging business conditions
experienced during the year ended 30th June
2011, the Fund performed exceptionally
well with all key performance indicators reflecting
satisfactory results on comparable basis. This again
affirms the Fund’s track record of resilient results
as our conservative investment strategy combined
with prudent operational and financial practices,
contributed towards its defensive character even in
the prevailing adverse economic conditions. The
Fund’s operations continued to provide a solid base,
complemented by an increasing contribution rate
from the membership.
Amidst tentative signs of a global economic upturn,
the economic recovery remained fragile and had
been mired by fear of the contagion effect of the
expanding sovereign debt problems experienced in
the European Union and continued poor economic
data recordings in the United States of America.
This is evident in the global equity volatility.

Equity markets
The Southern African equity markets were not
spared from the volatility of the global markets;
markets started very well, recording meaningful

12

results in the first nine months of the financial
year, only to decline in the final three months. Our
investment portfolio geographic spread could not
provide full protection against the declines as the
world markets performed worse than Southern
Africa in the same period.
The Fund’s well established investment strategy
of investing 20% of the portfolio in Swaziland’s
real estate market and the new legislation which
requires us to invest at least 30% locally, successfully
supported the satisfactory results achieved in the
year ended 30th June 2011. The Board and staff
remain committed to delivering on the Fund’s key
objectives of:
Providing quality service to our members and
enhancing members benefits.
Paying high investment returns on members
funds.
Sustaining value of the Fund while delivering
growth at the same time.
In pursuit of providing quality service to our
members and enhancing members’ benefits we are
driven by our members’ centric approach. Member
focus is one of the fund’s key objectives and we have
made big strides to ensure that the members are well

SWAZILAND NATIONAL PROVIDENT FUND LIDLELANTFONGENI

Our vision is to be the best managed social security scheme
in Africa and to be a major contributor to Swaziland’s socio
economic growth. We believe to achieve the above; we need to be
a National Social Security Pension Scheme that will pay annuity
benefits above minimum living wage.

The Matsapha Office hosted a Spring Day for clients. In the picture Staff pose with some of
clients who attended the function
looked after. We are particularly pleased that our
claims payment average turnaround time has been
improving for the third consecutive year (2011:2.42
days, 2010: 3.17days, and 2009: 3.49 days). We
believe our claims payment turnaround time is
amongst the best in Africa if not the best. It will
be recalled that the Fund won a highly prestigious
Africa award from ISSA on efficiency – efficient
delivery of services being one of the key assessment
areas in that competition.
In an effort to increase distribution channels a new
branch was opened in the Matsapha Industrial area
and our service volumes are increasing continuously.
We have received encouraging feedback regarding
the quality of service provided by our offices
throughout the country.

We have always endeavoured to provide better
and improved benefits to our members and the
Board has encouraged Management to strive to
give more to our members and this is evidenced by
the payment of relatively superior interest rates to
members of the Fund.

Compliance
Strides are made each year to urge all employers
to comply with the provisions of the Swaziland
National Provident Fund Order of 1974 establishing
the Fund; we however note that even though our
compliance levels are amongst the best in Africa,
we still have gaps at 92% compliance rate. As such
support from stakeholders in this regard is urgently
requested to cover all employees more especially
now that a pension scheme is being propagated.

SWAZILAND NATIONAL PROVIDENT FUND LIDLELANTFONGENI
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CHIEF EXECUTIVE OFFICER’S REVIEW
The minimum pension to be
bench marked against the
official minimum obtaining
salary.
The scheme should be a
defined benefit scheme type
guaranteed by the Government of the Kingdom of
Swaziland.

Participants at the Conversion Workshop

Conversion
Our vision is to be the best managed social security
scheme in Africa and to be a major contributor to
Swaziland’s socio economic growth. We believe to
achieve the above; we need to be a National Social
Security Pension Scheme that will pay annuity
benefits above the minimum living wage. We have
engaged the ILO and our actuarial consultants to
work with us on converting the current Fund from
being a provident fund into a pension scheme.
The new pension scheme is expected to take care
of members, pay benefits till they die as opposed
to a once-off lump sum. Great strides have been
made towards attaining this goal, particularly when
looking at the outcomes of the tripartite workshops
which set the desired pension scheme parameters.
The desired scheme will encompass amongst other
attributes, the following;
A mandatory National Social Security Pension
Scheme
- All private or occupational pension schemes
to be top-ups to the mandatory scheme.
All of the economically active population of
Swaziland to be members
Including informal sector, migrant workers,
civil servants and domestic workers, etc.
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Contribution rates will be
determined by the actuaries
on the basis of actuarial
study.
To be based on the ILO
value, Swazi way of life of
solidarity, political will and commitment.
Judging from what had been achieved thus far and
looking forward to the completion of this project;
undoubtedly this is going to be the most important
achievement of our generation for the nation. This
scheme will provide true social protection to its
members as it will provide some income to the
member for as long as he/she lives and to some degree
to survivors in case of death. It will undoubtedly go
a long way in mitigating poverty in the long term.
We are slightly running behind our initial schedule
at the close of the period under review, as we were
delayed by consultations as we wanted to fully
consult with our stakeholders and ensure that we
deliver a product that would be fully supported by
all of our stakeholders.
The final delivery and implementation of the envisaged pension scheme remains a priority and a major
challenge to both the Board and Management.

Funeral Cover
As mentioned in our last two annual reports, seeing
the plight of the next of kin of the Fund members
when members pass on, the Fund came up with a
product that would specifically address the need for
members’ funeral expenses. Accordingly, the Fund

SWAZILAND NATIONAL PROVIDENT FUND LIDLELANTFONGENI

would like to provide non contributory funeral
cover for all its members. This had remained pending
with the Minister’s issuance of a government gazette
authorizing and operationalising its implementation
as required by section 44 of the SNPF order no 23 of
1974 as amended.
We remain confident that before the end of the
first quarter of the subsequent financial year, the
funeral cover would have been authorsed and
implemented.

Portion of Farm 319, Manzini
During the year under review the Fund implemented
the eviction order for the illegal squatters who have
settled themselves on this Fund’s property. This was
after the fulfillment of all the requirements which
had become necessary prior to the ejectment of the
squatters.
The exercise was partially carried out when the
squatters opted to lodge an appeal against the
eviction order which had been issued by the
High Court of Swaziland. It is anticipated that the
Supreme Court of Appeal will sit before the end of
2011 to hear their appeal.
The investment that the Fund has planned for this
piece of land has seriously been circumvented by the
illegal occupation. Hopefully, after the sitting of the
Supreme Court of Appeal, the Fund will finally get an
opportunity to make the development a reality.

Investments
We remain resolute in our belief that Swaziland’s
investment market is fertile and can produce better
returns than the South African market or the global
2011 %
E000’s

2010
E000’s

%

2009
E000’s

Local

626 852 38

494 055 34

398 184

RSA

966 204 58

896 165 62

754 774

Off-Shore
Total

63 602
1 656 658

4

64 665
1 454 885

4

63 322
1 216 280

one. With that belief, we increased our share of local
investments.
The Fund bought a 51% shareholding in Happy
Valley Resorts and is in the process of constructing
one of the biggest parkades in Manzini. The Fund
prides itself in positively influencing the socioeconomic environment of the country, particularly
where employment is created.
The Board has continued to challenge and encourage
Management to focus more on local investments
and as such the Fund is considering investments in
various sectors including office space, golf estates,
telecommunication and manufacturing. Being risk
aversion is the central base on all that the Fund does
to protect members’ funds.

Performance
The Fund performed satisfactorily during the year
under review attaining a 10% return on members
funds (2010:14%). Though the current year return
was lower than the prior year, we believe the
circumstances were totally different in both years.
The benchmark set by the Board for Management
is to outperform savings account interest
%
rates, call account interest rate and beat the
rate of inflation, while being risk averse. The
33 investments trading conditions were very
62 difficult but the Fund was able to post positive
and meaningful results during the financial
5
year under review, 2010/2011.
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CHIEF EXECUTIVE OFFICER’S REVIEW

SNPF Staff pose for a group photo with
Gogo Mkhubose Mahlalela during the
house handover at kaLanga, Siteki

The CEO, Prince Lonkhokhela handing over the
house to Gogo Phetseni Dlamini of kaKholwane,
Shiselwane region

200,000,000
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100,000,000

Member
Claims
Operating
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50,000,000

Interest to
members

0

Admin Costs

(50,000,000)

Members’ contributions increased by 16% compared
to prior year totalling E128.4 Million 2010: E110.6
Million. This increase was very pleasing when
taking into account that the contribution rate was
only increased by 7.14% (from E130 per month to
E140 per month). The increase differential between
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16% and 7% can be mainly be
attributed to increase in number
of contributors and the Fund’s
diligence to ensure that employer
members fully complied with
their obligations.
It should be noted that members
contributions are not accounted
for in the revenue account but are
directly recorded in the statement
of changes in net assets and funds
and statement of net assets and
funds as a liability in accordance
with International Accounting
Standard.

True to the Fund’s commitment of containing
administration expenses, the Fund’s administration
expenses increased by less than 1% from E38.1
Million to E38.4 Million when compared to the
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prior year. This was a big achievement when taking
into account the fact that inflation in the same period
averaged about 6% per annum. In the last five years
the Fund’s administration expenses on a year to
year basis increased at an average rate of 3.5% while
inflation averaged 7% in the same period.
The Fund has retained free assets reserve of 10% of
members’ funds for paying members interest in case
of a bad year. The accumulated surplus amounted
to E152 Million while members’ funds were
E1.5 Billion. This level of reserves is higher than
what is found in similar funds internationally.

Interest on members’ funds
In line with the Fund’s strategic objective of paying
interest to members that is higher than what is
obtainable in the banks; savings and call accounts
and above the consumer price index, during the year
under review, the Board paid interest on members’
funds at 9% per annum while in the prior year 10%
was paid.
In all these years the rate paid by the Fund was
generally higher than the obtaining rate in the
market.

Social Responsibility
The Fund recognises that it has a social responsibility
to the broader community to act in a socially
responsible manner, for the benefit of all Swazis
within the confines of our founding legislation, in
relation to donations and Social Investments; we
have chosen to concentrate on proving housing
to poor elderly citizens. In the year under review,
the Fund built four houses spread across the four
regions of the country.
However, in our minds we still ask the question
whether the Fund was contributing in a meaningful
way to the sustainability of those who support it and
keep it relevant, namely our employee members,
our employer members, our service providers, our
investment houses and the country as a whole.

In an effort to answer the above question, we have
engaged a third party service provider to assess the
impact of our Social Responsibility programme.

People
Our people (Staff) are an extremely important
resource. We know no other way of delivering our
results other than through them. We recognise the
invaluable contributions made by these talented
individuals and effective teams that make SNPF
successful.

Acknowledgements
My thanks and appreciation go to the Honorable
Minister of Labour and Social Security for his
wisdom, support and hard work which undoubtedly
will see the implementation of the funeral cover
benefit in the first quarter of the new financial year.
I wish to express my sincere gratitude to the Board for
its continued guidance and direction in the operations
of the Fund, particularly the chairman who often than
not would go beyond the call of duty to who offer
guidance and support throughout the year.

Future Prospects
Early indications for performance in the coming
financial year point to a cautiously positive outlook
amidst the unstable world economic conditions.
We have lined up a number of exciting projects for
the next financial year and we are looking forward
to a fulfilling and productive 2012.
The Fund has strong cash reserves, which are
significantly higher than the international liquidity
requirements reserves and it has a solid contribution
member base with claims that average 50% of the
member’s contributions. Also the Fund has a
resilient investment policy of which I am confident
will see the Fund through the prevailing crisis.

Prince Lonkhokhela
Chief Executive Officer
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BOARD MEMBERS’ RESPONSIBILITY STATEMENT
for the year ended 30 June 2011
Board Members’ responsibility for the annual financial statements
The Fund’s Board Members are responsible for the preparation and presentation of the annual financial
statements of the Swaziland National Provident Fund, comprising the statement of net assets and funds as at
30 June 2011, and the revenue account, the statement of changes in members’ interest and statement of cash
flows for the year then ended, and the notes to the financial statements, which include a summary of principal
accounting policies and other explanatory notes, as set out on pages 22 to 49, in accordance with the basis of
preparation applicable to retirement funds in Swaziland and in the manner required by the Swaziland National
Provident Fund Order of 1974, as amended.
The Board Members are also responsible for such internal control as the Board Members determine what is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due
to fraud or error and for maintaining adequate accounting records and an effective system of risk management
as well as the preparation of the supplementary schedules included in these financial statements.
The Board Members have made an assessment of the Fund’s ability to continue as a going concern and there is
no reason to believe the Fund will not be a going concern in the year ahead.
The auditor is responsible for reporting on whether the annual financial statements have been prepared, in all
material respects, in accordance with the applicable financial reporting framework.
Approval of the annual financial statements
The annual financial statements of the Swaziland National Provident Fund, as identified in the first paragraph,
were approved by the Board Members on 22 September 2011 and are signed on its behalf by:

……………………………………
………………………….
………………………………
Chairman				Chief Executive Officer		Board Member
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS
OF THE SWAZILAND NATIONAL PROVIDENT FUND
We have audited the annual financial statements of the Swaziland National Provident Fund which comprise the
statement of net assets and funds as at 30 June 2011, and the revenue account, the statement of changes in members
interest and the statement of cash flows for the year then ended and the notes to the financial statements, which
include a summary of principal accounting policies and other explanatory notes, as set out on pages 22 to 44.

Swaziland National Provident Fund Board’s responsibility for the financial statements
The board is responsible for the preparation and presentation of these financial statements in accordance with the
basis of preparation applicable to retirement funds in Swaziland, as set out in the notes to the financial statements,
and for such internal control as the board determine is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

Auditor’s responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and presentation of the financial statements
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 entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the financial statements of the Swaziland National Provident Fund for the year ended
30 June
2011 have been prepared, in all material respects, in accordance with the basis of preparation applicable to retirement
funds in Swaziland as set out in the notes to the financial statements and in the manner required by the Swaziland
National Provident Fund Order of 1974, as amended.

Restriction on use
The financial statements are prepared in terms of Section 30 of the Swaziland National Provident Fund Order, 1974
in accordance with the basis of preparation indicated above. Consequently, the financial statements and related
auditors’ report may not be suitable for any other purpose.

Other matters
The supplementary schedules set out on pages 45 to 49 are presented for information only. We have not audited these
schedules and accordingly do not express an opinion on them.

Auditors
SWAZILAND NATIONAL PROVIDENT FUND LIDLELANTFONGENI
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REVENUE ACCOUNT
for the year ended 30 June 2011

Notes
2011
		E

2010
E

			

Revenue			
			
Investment income

2

41 130 520

36 864 157

Fair value gains on available for sale securities		

110 163 594

113 672 072

Fair value gains on unlisted investments		

11 200 000

44 950 000

5

6 552 906

9 309 145

Investment property income		

29 407 615

26 831 317

Miscellaneous income		

4 064 688

6 702 921

Operating income		

202 519 323

238 329 612

Fair value gain on investment properties

Expenditure			
			
Investment managers fees 		

6 723 671

5 891 007

General and administrative expenses		

38 395 846

38 110 408

Property operating expenses		

13 259 630

13 480 950

Depreciation charge		

2 625 389

2 813 439

Operating expenditure		

61 004 536

60 295 804

1

141 514 787

178 033 808

Interest on members funds		

(131 814 163)

(128 050 883)

Operating surplus

			
Surplus for the year		

22

9 700 624
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49 982 925

STATEMENT OF NET ASSETS AND FUNDS
at 30 June 2011

Notes
2011
		E

2010
E

			

ASSETS
Non-current assets			
Property, plant and equipment

4

69 413 207

73 086 878

Investment properties

5

273 266 258

262 014 134

Investments

6

1 352 176 536

1 160 358 331

Loans and advances

7

31 214 743

32 513 139

		
1 726 070 744 1 527 972 482

Current assets			
Accounts receivable and prepayments

8

2 237 387

798 338

Dividend receivable		

-

64 202

16 534 380

9 149 916

Cash and cash equivalents

9

		
18 771 767
10 012 456

Total assets		
1 744 842 511 1 537 984 938
FUNDS
AND LIABILITIES
			
Funds and reserves			
Members’ funds

10

1 564 539 152

1 368 665 822

Property revaluation reserve

11

44 598 600

44 598 600

Statutory reserves

12

10 404 630

10 113 449

Accumulated surplus		

107 456 737

97 756 113

		
1 726 999 119 1 521 133 984

Non-current liabilities			
Lease liabilities		

536 853

263 146

Current liabilities			
Trade and other payables

13

6 286 182

5 206 730

Provisions

16

8 633 523

8 333 104

9,15

2 386 834

3 047 974

Bank overdraft

Total liabilities		
17 306 539
16 587 808
Total funds and liabilities		
1 744 842 511 1 537 984 938

SWAZILAND NATIONAL PROVIDENT FUND LIDLELANTFONGENI

23

STATEMENT OF CHANGES IN MEMBERS’ INTEREST
for the year ended 30 June 2011

		Property			
Members’ Revaluation Statutory Accumulated
Funds
Reserve Reserves
Surplus
Total
E
E
E
E
E
					
Year ended 30 June 2011
					
Balance at 1 July 2010
Surplus for the year

1 368 665 822

44 598 600

10 113 449

-

-

-

97 756 113 1 521 133 984
9 700 624

9 700 624

Net increase in statutory 					
reserves (note 12)

-

-

291 181

-

291 181

Contributions received

128 385 368

-

-

-

128 385 368

Claims paid (note 10.1)

(64 326 201)

-

-

-

(64 326 201)

Interest on members funds

131 814 163

-

-

-

131 814 163

1 564 539 152

44 598 600

10 404 630

Balance at 30 June 2011

107 456 737 1 726 999 119

Year ended 30 June 2010					
Balance at 1 July 2009
Surplus for the year

1 185 190 183

44 598 600

9 465 612

-

-

-

47 773 188 1 287 027 583
49 982 925

49 982 925

Net increase in statutory 					
reserves (note 12)

-

-

647 837

-

647 837

Contributions received

110 658 837

-

-

-

110 658 837

Claims paid (note 10.1)

(55 234 081)

-

-

-

(55 234 081)

Interest on members funds

128 050 883

-

-

-

128 050 883

1 368 665 822

44 598 600

10 113 449

Balance at 30 June 2010
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STATEMENT OF CASH FLOWS
for the year ended 30 June 2011

Notes
2011
		E

2010
E

			

ASSETS
Cash flows from operating activities			
Cash utilised in operations

17

(16 135 338)

(11 585 993)

Interest received		

1 344 394

235 005

Dividends received		

779 417

871 834

Net cash outflow from operating activities		

(14 011 527)

(10 479 154)

Cash flows from investing activities			
Acquisition of investment property

5

(4 699 218)

(14 501 760)

Acquisition of property, plant and equipment

4

(10 861 576)

(1 460 526)

Proceeds on disposal of property, plant and equipment		

10 147 749

19 201

Additions to investments		

(35 855 483)

(28 478 006)

(Decrease)/increase in loans and advances		

(1 298 396)

2 178 422

Net cash outflows from investing activities		

(42 566 924)

(42 242 669)

Cash flows from financing activities			
Increase/(decrease) in liabilities

		

273 707

(178 755)

Contributions received from members		

128 385 368

110 658 837

Claims paid to members		

(64 326 201)

(55 234 081)

Penalties received from employers

12

516 375

647 837

Payments made from penalty reserve account

12

(225 194)

-

Net cash inflow from financing activities		

64 624 055

55 893 838

Net increase/(decrease) in cash and cash equivalents		

8 045 604

3 172 015

Cash and cash equivalents at beginning of year

9

6 101 942

2 929 927

Cash and cash equivalents at end of year

9

14 147 546

6 101 942
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SUMMARY OF PRINCIPAL ACCOUNTING POLICIES
for the year ended 30 June 2011

The principal accounting policies applied in the preparation of these financial statements are set out below:
A.

Basis of preparation
The financial statements have been prepared in accordance with the basis of preparation applicable
to retirement funds in Swaziland. The financial statements have been prepared under the historical
cost convention as modified by the revaluation of land and buildings, investment properties, the fair
valuation of available-for-sale securities, financial assets and financial liabilities held for trading.
The preparation of financial statements requires the use of estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Although these estimates are based on management’s best knowledge of current events and
actions, actual results may ultimately differ from those estimates.
The financial statements are prepared in Emalangeni rounded to the nearest one.

B.

Property, plant and equipment
Land and buildings (except for investment property – see note C) comprise mainly offices and are
shown at fair value, based on valuations by external independent valuers. All other property, plant and
equipment is stated at historical cost less accumulated depreciation.
Increases in the carrying amount arising on the revaluation of land and buildings are credited to the
property revaluation reserve in the statement of changes in members’ interest. Decreases that offset
previous increases of the same asset are charged against the property revaluation reserve; all other
decreases are charged to the revenue account. The revaluation surplus included in the property,
revaluation reserve is transferred directly to accumulated surplus when the surplus is realised. The
whole surplus is realised on the retirement or disposal of the asset. The transfer from the revaluation
surplus to accumulated surplus is not made through the revenue account but through the statement of
changes in members’ interest.
Depreciation is calculated on the straight line method to write off the cost or revalued amount of each
asset to their residual values over their estimated useful lives as follows:
Buildings
Motor vehicles
Office equipment
Furniture and fittings
Computer equipment
Land is not depreciated
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50 years
5 years
10 years
10 years
3 years
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SUMMARY OF PRINCIPAL ACCOUNTING POLICIES

(continued)

for the year ended 30 June 2011

B.

Property, plant and equipment (continued)
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 are determined by comparing proceeds with carrying amounts and are
included in operating surplus. When revalued assets are sold, the amounts included in fair value and
other reserves are transferred to accumulated surplus.
Repairs and maintenance are charged to the revenue account during the financial period in which they
are incurred.

C.

Investment property
Property held for long-term rental yields which are not occupied by the Fund are classified as investment
property.
Investment property comprises freehold land and buildings. Investment property is carried at fair
value. Fair value is based on active market prices adjusted, if necessary, for any difference in the nature,
location or condition of the specific asset. If this information is not available, the Fund uses alternative
valuation methods such as discounted cash flow projections or recent valuations on less active markets.
These valuations are reviewed annually by independent external valuers. Investment property being
redeveloped for continuing use as investment property or for which the market has become less active
continues to be measured at fair value.
If an investment property becomes owner-occupied, it is reclassified as property, plant and equipment
and its fair value at the date of reclassification becomes its cost for accounting purposes of subsequent
recording. Property that is being constructed or developed for future use as investment property is
classified as property, plant and equipment and stated at cost until construction or development is
complete, at which time it is re-classified and subsequently accounted for as investment property.
If an item of property, plant and equipment becomes an investment property because its use has changed,
any difference resulting between the carrying amount and the fair value of this item at the date of transfer
is recognised in equity as a revaluation of property, plant and equipment. However, if a fair value gain
reverses a previous impairment loss, the gain is recognised in the revenue account. Upon the disposal
of such investment property, any surplus previously recorded in equity is transferred to accumulated
surplus; the transfer is not made through the revenue account.
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SUMMARY OF PRINCIPAL ACCOUNTING POLICIES

(continued)

for the year ended 30 June 2011

D.

Impairment of assets
Property, plant and equipment and other non-current assets are reviewed for impairment losses whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the carrying amount of the asset exceeds its recoverable amount
which is the higher of an asset’s net selling price and value in use. For the purposes of assessing impairment,
assets are grouped at the lowest level for which there are separately identifiable cash flows.

E.

Investment securities
Investment securities are classified under the following categories:
Held to maturity
Available for sale, and
Held for trading
The classification is dependent on the purpose for which the investments were acquired. Management
determines the classification of its investments at the time of the purchase and re-evaluates such
designation on a regular basis.
Investment securities are initially recognised at cost which includes transaction costs.
Investments with a fixed maturity that management has the intent and ability to hold to maturity are
classified as held-to-maturity and are included in non-current assets. Held-to-maturity investments are
carried at amortised cost using the effective yield method, less any provision for impairment.
Investments intended to be held for an indefinite period of time, which may be sold in response to
needs for liquidity or changes in interest rates, are classified as available-for-sale and are included in
non-current assets. Available-for-sale financial assets are subsequently re-measured at fair value based
on quoted closing prices or amounts derived from cash flow models. Fair values for unlisted equity
securities are estimated using applicable price/earnings or price/cash flow ratios refined to reflect the
specific circumstances of the issuer. Equity securities for which fair values cannot be measured reliably
are recognised at cost less impairment. Unrealised gains and losses arising from changes in the fair value
of investment securities classified as available-for-sale are recognised in the revenue account. When the
securities are disposed of or impaired, the related accumulated fair value adjustments are included in the
revenue account as gains and losses from investment securities.
Included in available for sale investments are equity and debt instruments that are traded at the fund
managers’ discretion. Even though short term profit-taking occurs on an occasional basis, these
investment securities are still categorised as available for sale because management holds them mainly
for capital appreciation.
Investments that are acquired principally for the purpose of generating a profit from short-term
fluctuations in price are classified as held for trading and are included in non-current assets. During the
period, the Fund did not hold any investment securities in this category.
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SUMMARY OF PRINCIPAL ACCOUNTING POLICIES

(continued)

for the year ended 30 June 2011

E.

Investment securities (continued)
A financial asset is impaired if its carrying amount is greater than its estimated recoverable amount. The
amount of the impairment loss for assets carried at amortised cost is calculated as the difference between
the assets carrying amount and the present value of expected future cash flows discounted at the financial
instrument’s original effective interest rate. The recoverable amount of an instrument measured at fair value is
the present value of expected future cash flows discounted at the current rate of interest for a similar financial
asset.
All regular way purchases and sales of investment securities are recognised at trade date, which is the date that
the Fund commits to purchase or sell the asset.

F.

Trade receivables
Trade receivables are carried at original invoice amount less provision made for impairment of these receivables.
A provision for impairment of trade receivables is established when there is objective evidence that the Fund
will not be able to collect all amounts due according to the original terms of receivables.

G.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, deposits held on call with banks, other short-term highly
liquid investments with original maturities of three months or less, and bank overdrafts. Bank overdrafts are
separately disclosed in current liabilities on the statement of net assets and funds.

H.

Employee benefits

(1)

Pension obligations
The Fund operates a defined benefit plan which is in accordance with the local conditions and practices in
Swaziland. The scheme is generally funded through payments to trustee-administered funds as determined
by periodic actuarial calculations. A defined benefit plan is a pension plan that defines an amount of pension
benefit to be provided, usually as a function of one or more factors such as age, years of service or compensation.
The liability in respect of defined benefit pension plans is the present value of the defined benefit obligation
at the reporting date minus the fair value of plan assets, together with adjustments for actuarial gains/losses
and past service cost. The defined benefit obligation is calculated tri-annually by independent actuaries using
the projected unit credit method. The present value of the defined benefit obligation is determined by the
estimated future cash outflows using interest rates of government securities which have terms to maturity
approximating the terms of the related liability. Actuarially determined assets are not recognised.
Actuarial gains and losses arising from experience adjustments, changes in actuarial assumptions and
amendments to pension plans are charged or credited to income over the average remaining service lives of
the related employees.
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SUMMARY OF PRINCIPAL ACCOUNTING POLICIES

(continued)

for the year ended 30 June 2011

H.

Employee benefits (continued)

(2)

Termination benefits
Termination benefits are payable whenever an employee’s employment is terminated before the normal
retirement date or whenever an employee accepts voluntary redundancy in exchange for these benefits.
The Fund recognises termination benefits when it is demonstrably committed to either terminate the
employment of current employees according to a detailed formal plan without possibility of withdrawal
or to provide termination benefits as a result of an offer made to encourage voluntary redundancy.

I.

Provisions
A provision is recognised in the statement of net assets and funds when the Fund has a present legal or
constructive obligation as a result of past events and it is probable that an outflow of economic benefits,
which can be reliably measured, will be required to settle the obligation. Where the Fund expects a
provision to be reimbursed, for example under an insurance contract, the reimbursement is recognised
as a separate asset but only when the reimbursement is virtually certain.

J.

Interest credited to members funds
Interest at 10 % per annum (2010: 10% per annum) is credited to the members Funds, 3 % being the
minimum required by section 34 (3) of the Swaziland National Provident Fund Order, 1974.

K.

Leases
Assets subject to finance lease agreements are capitalised, where material, at the cash cost equivalent
and the corresponding liability to the lessor is raised. Lease payments are allocated using the effective
interest rate method to determine the lease finance cost, which is charged against income, and the capital
repayment, which reduces the liability to the lessor. These assets are depreciated on the same basis as
similar categories of fixed assets owned by the Fund

L.

Revenue recognition
Interest earned whilst holding investment securities is reported as interest income. Dividends received
are included separately in dividend income when a dividend is declared. Rental income is recorded on
an accrual basis using the straight line method over the lease period.

Investments that are acquired principally for the purpose of generating a profit from short-term
fluctuations in price are classified as held for trading and are included in non-current assets. During the
period, the Fund did not hold any investment securities in this category.
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SUMMARY OF PRINCIPAL ACCOUNTING POLICIES

(continued)

for the year ended 30 June 2011

M.

Non-current assets held for sale
Non-current assets (or disposal groups comprising assets and liabilities) that are expected to be recovered
primarily through sale rather than through continuing use are classified as held for sale. Immediately before
classification as held for sale, the assets (or components of a disposal group) are remeasured in accordance
with the Fund’s accounting policies. Thereafter generally the assets (or disposal group) are measured at the
lower of the carrying amount and fair value less cost to sell. Any impairment loss on a disposal group is first
allocated to goodwill, and then to remaining assets and liabilities on pro rata basis, except that no loss is
allocated to financial assets, employee benefit assets and investment property which continue to be measured
in accordance with the Fund’s accounting policies. Impairment losses on initial classification as held for sale
and subsequent gains or losses on remeasurement are recognised in profit or loss. Gains are not recognised in
excess of any cumulative impairment loss

N.

Comparatives
Where necessary, comparative figures are adjusted to conform with changes in presentation in the current
year.
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS
for the year ended 30 June 2011

2011
E

2010
E

		

1.

Operating surplus		
The following items have been charged/(credited) in arriving 		
at operating surplus:		
Auditors remuneration		
External audit - 2010

340 834

324 952

Board members fees

905 478

586 352

Depreciation ( note 4)

2 625 389

2 813 439

Loss/(profit) on disposal of property, plant and equipment

1 762 109

(18 650)

355 317

910 941

27 562 736

28 799 787

Repairs and maintenance of property, plant and equipment
Staff costs (note 3)

Investment property		
Rental income

(27 924 173)

(22 503 683)

Bhunu Mall income

(1 483 442)

(4 327 634)

Fair value adjustment on investment property

(6 552 906)

(9 309 145)

Repairs and maintenance costs

1 779 090

1 661 795

Other direct operating expenses

8 392 703

9 098 482

Staff costs (note 3)

3 087 837

2 720 673

(22 700 891)

(22 659 512)

Net investment property income
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2011

2011
E

2010
E

		

2.

3.

Investment income		
Interest income

28 832 205

27 470 344

Dividend and other income

12 298 315

9 393 813

41 130 520

36 864 157

Staff costs		
Group life insurance scheme

194 661

520 000

20 175 519

17 430 651

Property division salaries and wages

3 087 837

2 720 673

Pension costs – defined benefit plan contributions (note 14)

1 943 420

1 718 374

60 485

60 941

Housing subsidy

256 571

419 544

Medical expenses

407 853

337 433

1 436 390

5 592 171

Salaries and wages

SNPF contributions

Employee benefit provisions

		
27 562 736

28 799 787

The average number of employees in 2011 was 88 (2010: 83)		
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2011

Cost
or valuation
E
4.

Work in Accumulated
progress depreciation
E
E

Net book
Value
E

Property, plant and equipment

				

At 30 June 2011				
Owned assets				
Freehold land

17 660 008

-

-

17 660 008

Buildings

52 740 562

113 490

(5 710 524)

47 143 528

Motor vehicles

2 026 738

-

(1 694 918)

331 820

Computer software

4 510 523

-

(4 466 447)

44 076

Computer equipment

1 750 904

-

(1 551 601)

199 303

Office equipment

2 491 594

-

(682 971)

1 808 623

Furniture and fittings
2 361 874
(917 381)
				

1 444 493

Totals
83 542 203
113 490
(15 023 842)
				

68 631 851

Capitalised leased assets 				
Motor vehicles
1 184 577
(403 221)
				

781 356

Total property, plant and equipment
84 726 780
113 490
(15 427 063)
				

69 413 207

At 30 June 2010				
Owned assets				
Freehold land

8 654 697

-

-

8 654 697

64 874 107

-

(4 908 841)

59 965 266

Motor vehicles

1 951 231

-

(1 425 579)

525 652

Computer software

4 510 523

-

(4 312 843)

197 680

Computer equipment

1 653 404

-

(1 301 461)

351 943

Office equipment

2 054 734

-

(459 182)

1 595 552

Furniture and fittings
2 104 004
(721 695)
				

1 382 309

Buildings

85 802 700

-

(13 129 601)

72 673 099

Capitalised leased assets 				
Motor vehicles
670 993
(257 214)
413 779
				
Total property, plant and equipment
86 473 693
(13 386 815)
				

73 086 878

Details of freehold land and buildings are recorded in a register which may be inspected by members or
their duly authorised agents at the Fund’s registered office.
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The movement in property, plant and equipment is summarised as follows:

Property, plant and equipment (continued)

17 660 008

-

Disposals

Carrying value at end of year

-

9 005 311

Additions

Depreciation

8 654 697

Carrying value at beginning of year

47 143 528

(11 909 858)

(1 286 824)

374 944

59 965 266

199 303

-

(250 140)

97 500

351 943

44 076

-

(153 604)

-

197 680

1 808 623

-

(223 789)

436 860

1 595 552

				 Computer Computer
Office
		
Land Buildings equipment
software equipment
		
E		
E
E
E

4.

1 113 176

-

(515 346)

689 091

939 431

Motor
vehicles
E

1 444 493

-

(195 686)

257 870

1 382 309

Furniture
and fittings
E

69 413 207

(11 909 858)

(2 625 389)

10 861 576

73 086 878

Total
E

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)

for the year ended 30 June 2011

SWAZILAND NATIONAL PROVIDENT FUND LIDLELANTFONGENI

35

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2011

2011
E

2010
E

		

5.

Investment properties		
The movement in investment properties is summarised as follows:		
Carrying value at beginning of the year

262 014 134

238 203 229

Additions at cost

4 699 218

14 501 760

Fair value gain

6 552 906

9 309 145

273 266 258

262 014 134

Carrying value at end of year

The Fund’s investment properties were revalued at 30 June 2011 by independent property valuers:
L D Mabuza Masina Property Consultants. Valuations were based on current prices in an active market
for all properties.
Details of investment properties are recorded in a register which may be inspected by members at the
Fund’s registered office.
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2011

2011
E

2010
E

		

6.

Investments		

6.1

Available for sale – with gains and losses to the revenue account:		

6.1.1 Portfolio funds, unit trusts and listed investments – at market value:		
Old Mutual Plc shares

3 271 070

2 703 570

Interneuron yield enhancer investment product

107 550 808

55 469 478

Investec Asset Management Portfolio

226 710 964

190 892 328

African Alliance Swaziland Offshore fund

63 601 645

64 664 859

African Alliance Swaziland Lilangeni fund

300 954

13 815 967

African Alliance Swaziland Portfolio fund

69 940 725

62 961 614

426 044 600

374 561 400

Stanlib Collective

35 945 459

33 798 028

African Alliance Swaziland Managed fund

33 328 160

29 650 640

African Alliance Swaziland High Income

11 607 975

29 664 999

107 610 464

88 520 015

-

2 972 013

9 078 036

8 197 817

81 392 258

72 242 906

1 176 383 118

1 030 115 634

Allan Gray Long Term Portfolio

Stanlib Balanced Portfolio
Ovation voluntary investment plan
Investec opportunity and income funds
Old Mutual Structured Product

6.1.2 Local investments – at market value:		
Shares – Nedbank (Swaziland) Limited

2 250 000

1 980 000

Shares – The Royal Swaziland Sugar Corporation Limited

1 328 096

603 680

3 578 096

2 583 680
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2011

2011
E

2010
E

		

6.

Investments (continued)		

6.1.3 Unlisted investments – at board members’ valuation/cost:		
Motel Enterprises (Swaziland) Limited (51% shareholding)

36 483 137

-

Happy Valley Enterprises (Proprietary) Limited 		
(51% shareholding)

21 303 136

-

Old Mutual Swaziland (15% shareholding)

3 000 000

3 000 000

Swaziland Building Society – Permanent shares

7 859 575

7 458 316

13 798 474

13 560 591

Swaziland Building Society – Shares and savings account

Swaziland Industrial Development Company Limited – 		
shares at valuation

82 500 000

71 300 000

164 944 322

95 318 907

6.2 Held to maturity 		

6.2.1 Bonds and structured investments at amortised cost:		
African Alliance Swaziland Structured Product

-

27 340 110

Swaziland Government Bond

2 271 000

-

Inyatsi Bond

5 000 000

5 000 000

7 271 000

32 340 110

1 352 176 536

1 160 358 331

Total
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2011

2011
E

2010
E

		

7.

Loans and advances – at amortised cost:		
C & M Sales (Proprietary) Limited

1 815 441

1 815 441

FINCORP

11 226 765

14 360 244

Manzini City Council

19 987 978

18 152 895

33 030 184

34 328 580

Less: Impairment of doubtful loans

(1 815 441)

(1 815 441)

Net recoverable loans

31 214 743

32 513 139

The loans bear interest at rates linked to the Swaziland prime 		
interest rate and are secured by cessions of accounts receivable.		

8.

Accounts receivable and prepayments		
Rental accounts receivable

3 236 338

1 681 595

(1 368 954)

(1 088 252)

1 867 384

593 343

Staff receivables

235 768

204 995

Prepaid expenses

134 235

-

2 237 387

798 338

Less: Allowance for impairment of rental receivables
Net rental accounts receivable

9.

Cash and cash equivalents		
Cash and bank balances
Call balances

6 051 467

338 832

10 482 913

8 811 084

16 534 380

9 149 916
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2011

2011
E

2010
E

		

9.

Cash and cash equivalents (continued)		
For the purposes of the cash flow statement, 		
cash and cash equivalents comprise the following:		
Cash and bank balances

16 534 380

9 149 916

Bank overdraft (Note 15)

(2 386 834)

(3 047 974)

14 147 546

6 101 942

10. Members’ funds		
Statutory and supplementary contributions

1 185 181 394

1 054 100 190

901 684 390

769 870 227

9 226 658

11 922 494

Benefits paid to members

(531 553 290)

(467 227 089)

Balance at end of the year

1 564 539 152

1 368 665 822

Interest on members funds credited
Employer overpayments

10.1 Benefits paid to members during the year comprised:		
Age

38 177 050

34 136 702

Survivor

10 658 094

9 603 644

Retirement

13 098 324

9 120 851

1 925 463

1 844 782

Supplementary

287 453

219 382

Emigration

156 914

284 639

22 903

24 081

64 326 201

55 234 081

Disability

Scholar
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2011

2011
E

2010
E

		

11. Property revaluation reserve		
The revaluation reserve relates to the revaluation of freehold		
land and buildings. The movement on the reserve is summarised 		
as follows:		
Balance at beginning of the year

44 598 600

44 598 600

-

-

44 598 600

44 598 600

Movement during the year
Balance at end of the year

12. Reserves		
Penalties reserve		
Balance at beginning of the year
Penalties received from employers during the year
Corporate Social Responsibility
Balance at end of year

10 113 449

9 465 612

516 375

647 837

(225 194)

-

10 404 630

10 113 449

13. Trade and other payables		
Trade payables

2 525 044

1 546 053

Sundry payables and accruals

1 963 449

2 291 010

Rental deposits

1 797 689

1 369 667

6 286 182

5 206 730
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2011

2011
E

2010
E

		

14. Defined benefit liability		
The fund operates a defined benefit plan that covers all 		
salaried employees		
The amounts recognised in the statement of net asset funds are 		
determined as follows:		
Present value of funded obligations

29 551 000

29 551 000

(40 727 960)

(40 727 960)

Unrecognised losses

3 392 102

3 392 102

Asset not recognised

7 784 858

7 784 858

-

-

Fair value of plan assets

Liability in the statement of net assets and funds

The amounts recognised in the revenue account are as follows:		
Current year contributions (note 3)

1 943 420

1 718 374

At as 30 June 2009, the Fund had a surplus of E 7 784 858 based 		
on an actuarial valuation performed by Robert Oketch of NBC 		
Swaziland (Proprietary) Limited.		
The principal actuarial assumptions used were as follows:		
%

%

Discount rate

10.50

10.50

Expected return on plan assets

10.50

10.50

Future salary increases

7.50

7.50

Future pension increases

6.00

6.00
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for the year ended 30 June 2011

2011
E

2010
E

2 386 834

2 124 584

-

923 390

2 386 834

3 047 974

		

15. Bank overdraft
First National Bank of Swaziland Limited
Nedbank (Swaziland) Limited

16. Provisions

Employee benefit provisions		
Opening balance

8 333 104

3 617 024

Net (decrease)/increase in leave pay provision

(658 836)

236 197

959 255

4 479 883

8 633 523

8 333 104

Net increase in other provisions
Closing balance

17. Cash utilised in operations		
Net operating surplus before interest on members funds:

141 514 787

178 033 808

Adjustment for:		
Depreciation (note 4)

2 625 389

2 813 439

Dividends and other income (note 2)

(12 298 315)

(9 393 813)

Interest income (note 2)

(28 832 205)

(27 470 344)

(121 363 594)

(158 622 072)

(6 552 906)

(9 309 145)

Loss/(profit) on disposal of property, plant and equipment (note 1)

1 762 109

(18 650)

Investment fees deducted from values of investments

6 723 671

5 891 007

Impairment of rental debtors

280 702

(6 729)

Increase in provisions

300 419

4 716 080

Fair value gains on investments – realised and unrealised
Fair value gains on investment properties (note 5)

Changes in working capital 		
(Increase)/decrease in accounts receivable, interest receivable
and prepayments
Increase/(decrease) in trade and other payables
Cash utilised in operations

(1 374 847)

2 636 670

1 079 452

(856 244)

(16 135 338)

(11 585 993)
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2011

2011
E

2010
E

		

18. Commitments in respect of capital expenditure		
Contracted for
Not contracted for

237 235

150 100

101 256 015

3 646 511

101 493 250

3 796 611

Capital expenditure is funded from operating income and will be spent in the next financial year.

19. Taxation
No provision for taxation has been made as the Fund is exempt from taxation in Swaziland in terms of
Section 12 (1)(iv) of the Income Tax Order of 1975.		

20. Financial instruments
The objective of the Fund is to achieve capital growth through investing in a balanced portfolio of high
yielding investments in equity, bonds and money market instruments.		
The Fund is exposed to market price risk, interest rate risk, credit risk, liquidityrisk and currency risk
arisingfrom the financial instruments it holds.

The risk management policies employed by the

Fund to manage these risks are discussed below.

(i)

Market price risk
The Fund’s interest rate securities and equity securities are susceptible to market price risk arising
from uncertainties about future prices of the instruments.

		

The Fund’s market price risk is managed through diversification of the investment portfolio by
exposure to different fund managers and market instruments. The Fund’s investments are
reviewed by the Investment Committee who meet regularly to ensure that the Fund’s investment
strategy is adhered to.
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20. Financial instruments (continued)
(i)

Market price risk (continued)

		

At 30 June 2011 the overall reporting date’s market exposures were as follows:

		

Schedule of investment securities as at 30 June 2011

			

Fair value or cost

			

			

Securities available-for-sale
Securities held to maturity
Guaranteed funds
Total securities (note 6)

		

% of total net investment

2011
E

2010
E

2011
%

2010
%

1 292 900 953

1 081 907 058

99.6

93.2

7 271 000

32 340 110

0.5

2.8

52 004 583

46 111 163

3.9

4.0

1 352 176 536

1 160 358 331

100.0

100.0

The Fund’s overall market positions are monitored on a monthly basis by the Fund’s management
and reviewed on a quarterly basis by the Board Members and the investment committee.

(ii) Interest rate risk
		

The Fund is exposed to risks associated with the effects of fluctuations in the prevailing levels of
market interest rates on its financial position and cash flows.

		

Interest rates are dependent upon prevailing market rates and the fund’s interest rate risk is
managed and reviewed by the Investment Committee and Board Members on a quarterly basis.
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2011

20. Financial instruments (continued)
(iii) Credit risk
		

Credit risk is the risk that an issuer or counterparty will be unable or unwilling to meet a commitment that it has entered into with the Fund.

		

The Fund’s credit risk concentration is spread between interest rate and equity securities as reported
above under market risk diversification. The fund is exposed to credit risk on all its investments and loans and advances with a market value of E1 383 391 279 (2010: E1 192 871 470).

		

Credit risk also arises by virtue of rental debtors. The Fund has credit control policies to ensure that
no significant exposure to a single debtor arises. Rental debtors amounting to E1 368 954 ( 2 0 1 0 :
E1 088 252) were considered to be past due and these have been fully provided for. The Fund’s
loans and advances are secured by a cessation of debtors with a value of E32 000 000 (2010:
E32 000 000).

(iv) Liquidity risk
		

Liquidity risk is defined as the risk that an entity will encounter difficulty in meeting obligations
associated with financial liabilities.

		

The Fund’s listed securities are considered to be readily realisable as they are listed on the Swaziland
Stock Market and the Johannesburg Securities Exchange.

		

The Fund has the ability to borrow in the short term to ensure settlement, although no such
borrowings have arisen during the year. The Fund’s financial liabilities have a maturity period
of less than 12 months with the exception of rental deposits which are dependent on the tenants’
lease tenure.

(v) Currency risk
		

The Fund has no significant currency risk because substantially all assets and liabilities are
denominated in Emalangeni. Some of the investments of the Fund are denominated in Rands, a
currency to which the Lilangeni is pegged. Certain investments managed by Investment Managers
have exposure to currency risk. These are, however, an insignificant portion of the Fund’s total
assets.

(vi) Fair values
		

At 30 June 2011, the carrying value of the financial assets and liabilities of the Fund approximated
their fair values.

21. Events subsequent to reporting date
There were no material subsequent events between year end and the date of the audit report.
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DETAILED REVENUE ACCOUNT AND RELATED SCHEDULES
(ANNEXURE 1)
for the year ended 30 June 2011
Annexure 1 comprises the following schedules:

		

Schedule

Page

Gross income

1

31

Investment property income and expenditure

2

32

Realised income on RSA asset management

3

33

General and administrative overheads

4

33-34
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SCHEDULE TO ANNEXURE 1
for the year ended 30 June 2011

2011
E

2010
E

		

Schedule 1 – Gross income		
Investment income		
Local dividend and interest income
Dividends on Usutu Pulp Company Limited preference shares
Interest income on local loan investments
Old Mutual plc dividends
Income from insurance policies
- RSA asset management (schedule 3)
- African Alliance Lilangeni Fund
- African Alliance Structured Product
Gross investment property income (schedule 2)

11 137 394
2 774 371
65 864

7 177 543
300 600
3 521 143
26 171

27 096 398
1 553 117
991 761
35 960 521

20 590 539
2 728 308
2 519 853
36 140 462

Miscellaneous income

4 064 688

6 702 921

Profit on sale of assets
Interest on staff loans
Rental income from staff houses
Rental income from rental of head office building
Miscellaneous revenue
Leave pay provision
Impairment provision reversed

13 000
3 431
2 325 891
584 235
479 295
658 836
-

18 650
2 467
2 308 244
447 653
236 173
3 689 734

Gains/(losses) on investments

118 875 209

158 622 072

RSSC shares
SIDC shares
Investec Investments
Allan Gray Long Term Investment Portfolio
African Alliance Portfolio Fund
African Alliance Offshore Fund
African Alliance Managed Fund
Nedbank shares
Old Mutual Plc shares
Old Mutual asset management
Old Mutual Absolute return portfolio
Ovation voluntary Investment Plan
Stanlib
African Alliance High income

724 416
11 200 000
29 939 784
35 486 880
6 979 111
(1 063 214)
3 677 520
270 000
567 500
9 149 353
30 215
19 090 449
1 942 976

44 950 000
25 769 787
57 167 717
5 760 644
1 342 650
3 165 257
67 500
404 060
1 838 628
2 720 962
(710 994)
13 174 533
1 971 160

880 219

1 000 168

202 519 323

238 329 612

Investec smoothed bonus
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2011
E

2010
E

		

Schedule 2 – Investment property income and expenditure		
Gross rentals – commercial and residential properties
Bhunu Mall income
Changes in fair value of investment property

27 924 173
1 483 442
6 552 906

22 503 683
4 327 634
9 309 145

Gross investment property income
35 960 521
Less: Property expenses		
Advertising
5 865
Cleaning
1 585 367
Dlanubeka parking
Electricity and water
3 916 785
Garden and pest control expenses
45 920
General expenses
27 295
Hospitality expenses
4 437
Insurance
383 626
Legal and professional fees
80 007
Meter reading expenses
109 552
Motor vehicle expenses
286 403
Protective clothing
14 660
Provision for bad debts
280 702
Rates
497 849
Repairs and maintenance
1 779 090
Security
993 086
Staff costs
3 087 837
Stationery and postage
19 267
Telephone
81 731
Training expenses
51 816
Travelling expenses
8 335

36 140 462

Property operating expenses

13 259 630

13 480 950

Net property income

22 700 891

22 659 512
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21 719
1 985 269
49 517
3 319 270
6 897
8 680
511 259
122 314
75 433
347 459
9 305
1 404 557
1 661 751
1 036 346
2 720 673
86 719
81 992
22 242
9 548
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2011
E

2010
E

		

Schedule 3 – Realised income on RSA asset management		
Realised gains on investments
Dividends
Interest

2 488 383
10 712 817
13 895 198

2 003 981
7 479 532
11 107 026

27 096 398

20 590 539

Schedule 4 – General and administrative overheads 		
Advertising and publicity
Archiving expenses
Auditors remuneration (note 1)
Bank charges
Board members fees
Cleaning expenses
Computer expenses
Conference expenses
Contingency provision
Electricity and water
Hospitality expenses
Hotel accommodation
Insurances
Lease finance charges
Legal and professional fees
Levies - Registrar of Retirement Funds
Loss on sale of staff houses
Marketing
Members medical expenses

422 482
340 834
648 034
905 478
625 438
667 407
884 805
62 808
518 888
83 010
95 675
460 118
21 466
882 485
866 861
1 775 109
473 145
35 034

408 417
16 555
324 952
726 360
586 352
254 407
745 179
601 963
473 829
76 756
104 382
627 231
24 486
743 758
665 800
242 068
25 053

Balance carried forward

9 769 077

6 647 548
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2011
E

2010
E

		

Schedule 4 – General and administrative overheads
(continued)			
Balance brought forward

9 769 077

6 647 548

Motor vehicle expenses
Office rent and expenses
Public Enterprises Unit management fees
Postage, telephone and telegrams
Printing and stationery
Provision for depreciation
Rates
Repairs and maintenance (note 1)
Security
Staff costs excluding property division

247 258
103 707
(133 579)
1 333 229
492 578
2 625 389
125 475
355 317
531 873
24 474 899

348 968
23 519
534 314
1 386 425
632 407
2 813 439
444 093
910 941
431 704
26 079 114

Employee benefit provisions
Group life insurance scheme
Housing subsidy
Medical expenses
Pension fund contributions
Salaries, gratuities and allowances
Staff welfare
Statutory SNPF contributions
Wellness programme

1 436 390
194 661
256 571
407 853
1 943 420
19 800 138
216 433
60 485
158 948

5 592 171
520 000
419 544
337 433
1 718 374
17 274 611
156 040
60 941
-

345 617
4 025
238 084
347 340
160 946

39 079
6 710
209 994
274 523
141 069

41 021 235

40 923 847

Staff uniforms
Strategic plan review
Subscriptions
Training expenses
Travelling expenses and allowances
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