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REPORT OF THE AUDITOR-GENERAL
TO PARLIAMENT ON THE FINANCIAL
STATEMENTS AND PERFORMANCE
INFORMATION OF PRESIDENT’S FUND
FOR THE YEAR ENDED 31 MARCH 2009

REPORT ON THE FINANCIAL STATEMENTS
Introduction

I. | have audited the accompanying financial statements
of the President’s Fund which comprise the statement
of financial position as at 3| March 2009, the
statement of financial performance, the statement of
changes in net assets, the cash flow statement for

the year then ended and a summa icant h
accounting policies and ot

set out on pages |5 K(
The accounting ofﬁc& ponsibility for the

financial statements

2. The ac officer is res
preparati i fair presentati
statements_in accordance with t
stateme nerally Accepted Accounting Practi
(GAAP) in the manner required by the Auditor-
General circular | of 200Z.and for

h internal

control he accounting”«
necessal enable the

statements that are free from mate

whether due to fraud or error.
The Auditor-Genefal's responsibility

Constltutlon of the
ith section 4 of

°2;‘H

4. | conducted my audit in accordance with the
International Standards on Auditing and General
Notice 616 of 2008, issued in Government Gazette
No. 31057 of |15 May 2008. Those standards require
that | comply with ethical requirements and plan and

3. Asrequired by section 188
Republic of South Africa,
the Public Audit Act, 2
my responsibility is to express a

financial statements based on my audit.

perform the audit to obtain reasonable assurance
whether the financial statements are free from
material misstatement.

President's Fund Annual Report 2008/09

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 fair 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.

hat the audit evidence | have obtained is
suffi d appropriate to provide a basis for my

audit opinign. :

inion

y opinion the ial statements present fairly,
resp e financial position of the
P 'SIdent s Fund as at arch 2009 and its financial

performance and casl s for the year then ended,

in accordance with: African Statements of
enerally Accepted nting Practice.

—

OTHER MATTER :

Without qualifyi@ny audit opinion, | draw
attention to the following matter that relates to
my responsibilities in the audit of the financial

state mer.

Material inconsistencies in other information
included in the annual report/other
formation

| have not obtained the other information included in
the annual report and have not been able to identify
any material inconsistencies with the financial
statements.




Governance Framework

9. The governance principles that impact the auditor’s
opinion on the financial statements and the relevant
responsibilities and practices exercised by the
accounting officer and executive' management and
are reflected in the key governance responsibilities
addressed below:

Key Governance responsibilities

10. The accounting officer is tasked with a number
of responsibilities concerning financial and risk
management and internal control. Fundamental to
achieving this, is the implementation of certain key
governance responsibilities, which we have assessed
as follows:

rocesses to

I'l. Management did not im%
monitoring and supervise tiveness of internal

controls over financial rem.

Matter of governance

Clear trail of Sﬂrting documentatio

,\c'an

hat is easily availab

REPORT ON OTHER LEGAL AND REGULATORY
REQUIREMENTS

Report on performance information

12. | was engaged to review the performance
information.

The accounting officer’s responsibility for the
performance information

13. The accounting officer has additional responsibilities
as required by the Auditor-General audit circular |
of 2007 to ensure that the annual report and audited
financial statements fairly present the performance
against predetermined objectives of the fund.

O,
A

or the bility of requested information.

Quality of finmstatements ang
Z; The financial statements were

resulting from the audit.

auditor's repor‘

I Ne sigr‘M’lt difficulties were experienced during the 3

Timeliness of financial statements and management informatfo

4 | The annual financial state ere submitted for auditing as per the ® v
legislated deadlines.

AHP
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Report of the Auditor-ueneral

Matter of governance

Availability of key officials during audit

‘ Yes ‘ No

o Key officials were available throughout the audit process.

I

‘ v

Development and compliance with risk management, effective internal control and governance practices

6. Audit Committee

mplementation of
le laws and regulati

«  The fund had an audit committee in operation througheut the financial v
year: &
»  The audit committee operates in accordance with approved, written v
terms of reference.
«  The audit committee substantially fulfilled its responsibilities for the year. v
7. | Internal audit
«  The fund had an internal audit function in operation throughout the v
financial year. » |
*  The internal audit ﬁns in tzh? roved internal v
audit plan. F | _
function substantially fulfilled its res ies for the v
year, " ]
8. | Thereal ignificant deficiencies in the design and implementation ﬁ v
internal control in respect of financial and risk management.
v

9. % e no significant d
control in respe

10. formation systems

inancial statements.
1. isk assessment was conducted on a regular basis and a risk management
egy, which inclu i

12. ‘@gations of r

Follow-up of audit findings

13. ‘ The prior year audit

ly addressed. @

Issues_relam& the reporting of

14. | The information systems were appropriate to ate the preparation of a
performance rep t is accurate and complete. .

|5. | Adequate con igned and implemented to

ormance information.
Matter of governance

16. | A strategic plan was prepared and approved for the financial year under
review for purposes of monitoring the performance in relation to the budget
and delivery by the President’s Fund against its mandate, predetermined
objectives, outputs, indicators and targets

There is a functioning performance management system and performance
bonuses are only paid after proper assessment and approval by those charged
with governance.

President’s Fund Annual Report 2008/09
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The Auditor-General’s responsibility

14, | conducted my engagement in accordance with
section |3 of the PAA read with General Notice 616
of 2008, issued in Government Gazette No. 31057 of
15 May 2008. )

I5. In terms of the foregoing my engagement included
performing procedures of an audit nature to
obtain sufficient appropriate evidence about the
performance information and related systems,
processes and procedures, The procedures selected
depend on the auditor’s judgement.

16. | believe that the evidence | have obtained is sufficient
and appropriate to provide a basis for the review
findings reported below.

APPRECIATION

I8. The assistance rendered by the staff of the President’s
Fund during the audit is sincerely appreciated.

Huditor- Genead

Pretoria
31 July 2009

oy
Findings on performance information* oan hi@‘

Non-compliance with regulato uirements

17. The entity has not mpog performance against

predetermined objectives as required by t ditor-
General audit circ@ 2007.

AUDITOR-GE E AL
SOUTH A FR

uild public confidence

SA1yose

President's Fund Annual Report 2008/09
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Report of the Accounting Officer

REPORT OF THE ACCOUNTING

OFFICER ON THE ANNUAL FINANCIAL
STATEMENTS OF PRESIDENT’S FUND FOR
THE YEAR ENDED 31 MARCH 2009

|. GENERAL REVIEW

I.1 The President’s Fund was established in terms of
section 42 of the Promotion of National Unity and
Reconciliation, 1995 (Act No. 34 of 1995).

|.2 Parliament approved the following measures
to victims on the recommendations of the State

President and subsequent recommendations of
the Ad hoc Joint Comrnlttee uses :h
Parliament on the olum

of the Tmth axlon Commission
(TRC) Repon:

1.2.1 Onc diwdual grant of R30 000 to

those individuals or survi

RC.
[:; mbols and M

grammes to projec

cords of history, cu
ell as erecting symbols and monuments

the s of TRC identified victims.

1.2.4 Rehabilitation
communities,
to the TRC

ommunities:  Whole
an drwduals linked

still in distress.

1.7 Medical and othe

1.4 To give effect to the payment of the once-gff
individual grant of R30 000 regulations Wem,
gazetted on |12 November 2003. I

I.5 As at the end of the financial year under review,
of the |6 837 applicants for reparation approvejd-i-
by the TRC, |5 913 have been paid the once-off
individual grant totalling R478 million. There are
926 beneficiaries still to be paid of which 423 are
still being traced by a professional tracing agenc'y',_.;
engaged to trace the unpaid beneficiaries, 270
beneficiaries have not supplied the necessary
regulatory requirements and 233 applicants who
had received interim reparations, died before thg.i
payment of final reparation. The President's Fundiﬁ'é
consulting with families of the deceased to establish
the rightful next of kin in terms of regulations

cting disbursements of the individual grants .

of Arts and Culture and South African Heritage
Resources Agency(SAHRA). Th|5|sworklnprogress

e abovementioned agenci

for funding from the.President's Fund.

s of social assistance Draft
nancial assistance to the
rsons who went missing and |
whose remains were exhumed by the special task
team at the NatﬁProcecuting Authority (NPA)
as well as edmnal needs in consultation with
the Department of Education are in the process
of being finalised. Development of regulations
providing for housing assistance and skills
deve ent with the respective Departments are

regulations to ren
indigent families

being explored.
who
ill in di eref A Community Rehabilitation model is in the
communities to be re process of being developed in consultation with

various programmes |n|t1ated and supported
by Government.

1.3 Sub-section 42(2) of the said Act states that “there
shall be paid from the Fund all amounts payable to
victims by way of reparation in terms of regulations
made by the President”.

President's Fund Annual Report 2008/09

the respective Departments involved. Some of the
issues being conducted are the repair/ replacerment
or provision of health facilities, recreation centres,
conflict resolution and healing,




Report of the Accounting Officer

Fund was established and by direction of the regulations

o)

2. DONOR FUNDS 4. OTHER o
™

Neo donations were received for the financial year We shall continue to utilise the unexpended balance of o0
under review. the money in the Fund for the purposes for which the o
o

™

enacted.
3. CORPORATE GOVERNANCE

My appreciation and thanks are accorded to the

ARRANGEMENTS

related departments, agencies and stakeholders who
The Fund utilises the services of the DOJ&CD for its have contributed towards the administration of the
risk management approach, fraud prevention policies, President's Fund.

effectiveness of internal audit and audit committee. |
It also utilises governance structures including
management processes of the said Department.

N s,
O
2

a
O
=
d >

Sapp
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Report of the Audit Committee

REPORT OF THE AUDIT COMMITTEE
We have:

We are pleased to present our report for the financial year
ended 3| March 2009.

AUDIT COMMITTEE RESPONSIBILITY

The administration and accountability for the Presidents
Fund falls within the responsibilities of the Department
of Justice and Constitutional Development. Accordingly
as the duly constituted Audit Committee of the Depart-
ment of Justice and Constitutional Development we have
reviewed to the extent considered necessary the financial h

iy
statements of the Presidents Fund. a
*

THE EFFECTIVENE *ITERNAL CONTROLS

The system of control
tive assurance that assets are safegu?
ties and worki ital are efficien

designed to provide cost effec-
and that liabili-
anaged. In line

with the PF ernal Audit provi it Com-
mittee and ement with assuran at the internal
controls are opriate and effectiv

This is ach by means of the risk manag

cess, as wel e identificatiol
suggested ements to

From the various reports of the inte

ement pro-

dit report on the annual financial stat
agement letter of the Auditor-Gene
noted that no signiﬁ!t or material non
prescribed policies and procedures were reported.
Accordingly, we can report

system of internal
control for the period unde ‘

t! 1
iaw was ient H

We are satisfied that the internal audit function is operat-
ing effectively and that it has addressed the risks pertinent
to the Fund in its audits.

fective.

INTERNAL AUDIT

12
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SA Patterson
JHAIRPERSON OF TH I'T COMMITTEE
August 2009

EVALUATION OF FINANCIAL STATEMENTS

Reviewed and discussed the audited annual fi-
nancial statements to be included in the annual
report with the Auditor-General South Africa
and the Accounting Officer;

Reviewed the Auditor-General South Africa’s
management letter and management’s re-
sponse thereto;

Reviewed the Fund’s compliance with legal
and regulatory provisions;

Reviewed significant adjustments resulting
from the audit.

'e_concur and accept the Auditor-General South Afri-

o

should be

Auditor-Genel wﬁrica,

on the annual financial statements and are of
t the audited annual financial statements
read together with the report of the

[ TEe3\2

O
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Financial Statements

(o))
o
\"\
00
o
)
g (@ | STATEMENT OF FINANCIAL PERFORMANCE (SPR)
1 As at 31 March 2009
f
{
i E
Revenue ' - 92 803 645 75623 633 {
| Less: expenditure SI I 157 170 967 958
Surplus/(deficit) for ( % 74 655 675
1. -
>
H ey
S
?
Lf
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STATEMENT OF FINANCIAL POSITION (SPO)
As at 31 March 2009

Financial Statements

R R
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NOTES
ASSETS
Non-current assets n 892 678 343 779 087 015 .
! Financial investments available-for-sale* oa 78 343 779 087 015
Current assets K( % 32843310 |
Cash and cash equivalents 8957 6529 709
26 313 601

Trade and other recewables 5
Total assets Q
LIABILITIES

Total liabilities

901 637 578 Eaan 930 325
024 007
; | 024 007 |

28 783 536

Trade and other pa 13 28 783 536
B ]
CAPITAL AND RESERVES w
Total net assets 872 854 042 m 780 906 318
Accumulated surplus (1 872 537 473 780906 318
Accumulated other comprehensive income 316 569 0
811930 325

Total net assets and liabilities : A 1 901 637 578
I H

President's Fund Annual Report 2008/09
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Financial Statements

o))
=
=S
0
o
o
™

STATEMENT OF CHANGES IN NET ASSETS
As at 31 March 2009

Accumulated Surplus
Balance as at | April n h 4 780 906 318 706 250 643
Plus : Surplus/(deficit) for the c'a ,’ 91 646 475 74 655 675
)" °552 793 780 906 318
Less : Prior year arrnr éfﬂﬁ 0
872 3g79 780 906 318

g) 0

16 56 q

3I6569ﬁ 0

872 854 042 ; 780 906 318
sy

=
D

o

Balance as at 31 March

Accumulated oth prehensive inc

Balance as at |
Plus : Unreali in - PIC investment
Balance as at 3

m.mmO
n

o

Say

18 President's Fund Annual Report 2008/09




Financial Statements
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CASH FLOW STATEMENTS
As at 31 March 2009

# CASH FLOWS FROM OPERATING ACTIVITIES

Cash receipts on behalf of beneficiaries n h o -2 314 340 -1892016

Cash paid to beneficiaries and creditors’, ga 141 850 967 958

Cash generated from/(utilise tions I 90 -924 058

Investment income received 92%_ 75623 633 |
1

Net cash innows;(omnows@ operating 91 63 74 699 575

CASH FLOWS FROM | TING ACTIVI

759 ?‘55 497 088

-113274759 -55 497 088

24071466 27220834
2240471 q 7268613
26311 937 @ -19952 221

2427 862 -8 018 347

Net cash flows frohsting activities
Net investments

CASH FLOWS FRO@JANCING ACTIV,

Net cash flow ﬁnam activities
Increase/(decrease) in beneficiary liability

Decrease/(increase) in accounts receivable

Net increase/(decrease) il!sh and cash

6 529709 14 548 056

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at enc&mA H kﬂ 957 571 6529 709

President's Fund Annual Report 2008/09 19




Accounting Policies

ACCOUNTING POLICIES

I. GENERAL INFORMATION

The President's Fund was established in terms of
Section 42 of the Promotion of Natjonal Unity and
Reconciliation Act, (Act Nr 34 of 1995) and domiciled
in the Republic of South Africa.

—

2. PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies applied in the
preparation of these financial statements are set out
! below. These policies have been consistently applied

2.1 Basis of prepar

nts have been prepared on
basis, except for available-for-
that have beeg measured at fair

h een prepared in accordance with South
Statements of GA

PubligsFinance Manag:
| FMA).

2.2 Summary of significan

2.2.1 Revenue recognition

The President’s Fund recognises revenue
when the amount enue can be reliably

measured, it is pr tf economic
benefits will flo entj d speci
criteria  have been met _for h o
President’s Fund activities as de d

(i) Grants received
Grants from the Department of Justice and
Constitutional Development are accounted

for in the period to which the allocations
relate.

20 President’s Fund Annual Report 2008/09

to all the years presented, unless o ated. h ar
i\G ’ S i amount.

(ii) Donations received

Donations are accounted for on receipt.

(iii) Royalties
Royalties are recognised on an accrual
basis in accordance with the substance of
the relevant agreement;

(iv) Interest Income
Interest revenue is accrued on a time
basis, by reference to the principal
outstanding, and at the effective interest
rate applicable, which is the rate that
exactly discounts estimated future cash
receipts through the expected life of the
financial asset to that asset’s net carrying

2.2.2 %tum
10} ﬁ*ations

Reparations are accrued on approval

by the mittee on Reparation and
habilit Commission.

(ii) Administﬁ expenditure
Administr. expenses do not form
part of gra stated in subparagraph

2.2.1. DOj ments in  respect of

administratj efpenses are borne by the

Depmmﬁ']usrice and Constitutional

Devalmt. except for bank charges

and serv provider fees that are borne

by the Fund itself,

223 Fin'al instruments

Initial  recognition and subsequent
measurement - Continue date of
recognition

Purchases or sales of financial assets that
require delivery of assets within the time
frame generally established by regulations or
convention in the marketplace are recognised
on the date that the President's Fund commits
to purchase or sell the asset.

Initial recognition of financial instrument
The classification of financial instruments at




initial recognition depends on the purpose
for which the financial
acquired and their characteristics. All financial

instruments were

instruments are measured initially at their fair
value plus, in the case of financial assets not at
fair value through profit or loss, any directly
attributable incremental cost of acquisition or

issue.

(i) Trade and other receivables

Trade and other receivables originated
by the Fund are stated at fair value less
| provision for doubtful debts.

(i) Trade and other payables

. Fund are stated at pre *\Il i
ents

(iii) Cash and casl
Demand de
highly liquid investments that ar

convertible to a known am
and bject to an insig
of changes: in value are dis

anot tegory of financial i
depending on their nature.

Cashand Qquivaie nts that do
and detevsr}fl payments v
Available-for-sale financial assets:

Cash and cash equivalents and ba
value.

nd other short-term

are recorded at fa

Financial instruments - ini
and subsequent measur,

Available-for-sale financial inves n
Available-for-sale financial investments are
those which are designated as such or do not
qualify to be classified at fair value through
profit or loss, held-to-maturity or loans and
advances. They include equity instruments,
investments in money markets and other debit

instruments.

—E—“ - _

Accounting Policies

After initial availability-for-

sale financial investments are subsequently

measurement,

measured at fair value. Unrealised gains and
losses are recognised directly in equity as
‘Accumulated other comprehensive income”.
When the security is disposed of, the cumulative
gain or loss previously recognised in equity is
recognised in the income statement in “other
operating income " or “other operating expenses”.
Interest earned whilst holding available-for-sale
financial investments is reported as interest
income using the effective interest rate.
Dividends earned whilst holding available-
for-sale financial investments are recognised
in the income statement as “other operating

Trade and other payables in@an h w when the right of the payment has
ility.

blished. The losses arising from
impai uch investments are recognised
in the inc ﬁment in “impairment losses
on financial in w and removed from the

available-for-s: serve,

ontingent liabiliti

‘obligation arises from past
ents and whose existence will be confirmed
only by the occurrence ﬁ
one or more uncertain fi nts not wholly
ithin the control of th:mnt's Fund. The
President’s Fund classifiésiitsicentingent liability
as people who were
TRC and have not a or reparation. It is
uncertain whether t eople will apply for
reparation. Contingent liabilities are included in

pon-occurrence of
victims by the

the disclosure notes.

2.5 Cash Flow sgtement

cash flow statements is prepared according
t indirect method.

President's Fund Annual Report 2008/09
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4, Surplus/(deficit) for the

Notes to the Financial Statements

NOTES TO THE FINANCIAL STATEMENTS
As at 31 March 2009

3, Investment revenue
Interest received (Available-for-sale
investments) - PIC
Interest received (Fixed and Call deposits) -
Standard Bank

13 029 804 0
79771977 75616 588
92 801 781 75 616 588

rmined after taking into
me and expenses:

Operating profit has
account the followi

”

oL

Revenue 92 803 645 75 623 633
Royaitieh @ 7 045
Investmeﬂvenue - See note 3 1781 ﬂ 75 616 588

Less: expenditure 1157 170 O 967 958
Interim tions 29 360 : 72234
Manage: ees - Public nve

o »
Corpora 668 030 0
Final reparations 345 000 w 720 000
Service Provider - BDB Data B 6419 561l
Bank Charges 3411 3 463
Provision for ba bts - See note 5 104 950 166 650
Surplus/(deficit) for the ye: 91 6&?5 74 655 675
5. Trade and other receivables A H B

Accrued interest ’ 0 26 206 587

Reparation payments recoverable: | 664 107014
Accounts receivable 273 264 273 664
Less: Provision for bad debts -271 600 -166 650

1 664 26 313 601

During the financial year the President’s Fund transferred its investment to the Public Investment Corporattion.

Due to this change in investment there is no accrual in intrest.

President's Fund Annual Report 2008/09




Notes to the Financial Statements

NOTES TO THE FINANCIAL STATEMENTS
As at 31 March 2009

6. Financial investments available-for-sale
6.1 Public Investment Corporation
Investment income received during financial year

13 029 804
i Additions during the year 880 000 000
Unrealised profit/(losses) n h - 316 569
! Management expenses - oa ’ 8030
' Closing balance \ 43
Fair value at acquisition d 892
Unrealised profit/(losses! 316 g'

B
Unrealised proﬂu@ is the difference
market values” @ thel Clean book value p!
value intrest”. A mon against Accumul

comprehensive i e was made for these unrealised

income was maﬂ these unrealised profit/(losses).

'L

PIC Investments

PAjyose

Money Market 0 - 3 months 292 300 168
Money Market 3 - 6 months 271 227788
Money Market 6 - 9 moriths 201 562329
Money Market 9 - 12 months 107 080 668
Trading Cash 20 507,390
: 892 678 343
6.2  Other investments H
Call account - Standard Bank 0 79087015
‘ 6 Month fixed deposit - Standard Bank 0 700 000 000
0 779 087 015
During the financial year the investment was transferred
from Standard Bank to the Public Investment Corporation.
6.3  Total financial investments available-for-sale 892 678 343 779 087 015

President's Fund Annual Report 2008/09
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Notes to the Financial Statements

NOTES TO THE FINANCIAL STATEMENTS
As at 31 March 2009

& Trade and other payables
Reparation payments approved

Accruals (
8. Cash and cash equiva@

Standard Bank account

can hj

28 783 499 31023899

<

unt of Cash and Cas|
ir fair value due to their short-term

The carryin,
approximates t

maturity. O

9. Accumulat lus/(deficit)
Opening balance as at | April 20
Surplus/(deficit) for the year

Less : Prior year error

780906 318, 706 250 643
91 646 475 74 655 675
15 3@ 0

872 537 473 780 906 318

Balance at the en.f the year

10. Accumulated other comprehe ncome
Opening balance as at | Apl@
Unrealised profit/(losses)

Transfers to/(from) reserves

Revaluation increase/(decrease) in investments

Balance at the end of the year

24 President's Fund Annual Report 2008/09

o
0
316 569

0
0

316 569




Notes to the Financial Statements

NOTES TO THE FINANCIAL STATEMENTS
As at 31 March 2009

I Cash generated from/(utilized in) operations
Surplus/(deficit) before interest n h = 91734241 74692 530

Less: Investment income received; ga | 781 75 616 588
Net cash flows from op« es 0 -924 058
12, Related party transactions &

All admiaistratb@ for the Pr‘eside! und are paid for

Development.

partment of Justice and Constitutional

13. Contingent liabiliti

respect of 235m|eﬁciaries.

14, Prior year error

Prior year error due to under provisi
2007/08 financial year. Comparative figu

Decrease in Accumulated surplus .l 5320
Increase in creditors A H 15 320
Decrease in equity 15320

President's Fund Annual Report 2008/09 25
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Risk Management Statement

RISK MANAGEMENT STATEMENT

INTRODUCTION

As a client of the PIC, the President’s Fund specifies
its desirable risk parameters in accordance with
its own risk appetite. This risk appetite informs
the formal investment mandate given to the PIC,
The ultimate responsibility for investment risk
management oversight lies with the PIC and not with
the President’s Fund.

MARKET RISK
Market risk is the potential loss due to adverse
movement in the market value of assets.

The Entity’s activities expose it n@am

of fluctuations in interest

the risk that the fair
value of future cash flows of a financial |

will fluctuate because of changes in ar
rates. ‘&

Market risk
analysis. A se analysis shows how net surplus,
and for net ts would have been affected by
changes in ﬂele\rant risk variable th ere

reasonably pw at the repor

Interest rate risk management

Interest rate risk ref

res are measured u sensitivity

The President’s Fund interest rate
of Money Market accounts and bank balar
expose the Entity to fair value interest rate risk and
cash flow interest rate risk, and can be summarised as

follows:

Financial Assets
Bank balances linked to South African e
Money Market linked to South African prime rate

The management of the money market interest rate
risk is done by the PIC.

INTEREST RATE RISK

This risk is the potential financial loss as a result of
adverse movements in interest rates that affect the
value of money market instruments. As a PIC client
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President Fund has exposure to interest rate risk

through investments in money markets.

Sensitivity to interest rate movements is measured
by the duration of the fixed interest exposure.
Such duration is dictated in the President's Fund
client investment mandate to PIC, relative to the
appropriate benchmarlk.

Furthermore, these investment mandates prescribe
how the assets should be managed by PIC, in line
with President’s Fund liquidity needs and its liability
profile.

CREDIT RISK
resident’s Fund investment portfolios are exposed
tial for credit-related losses that can

resu t individual, counterparty or issuer
being unabl illing to honor contractual
obligations, g

itigate this risk and minimise excessive credit
ure to one single ¢ rparty, the President’s
vﬁ.at PIC will only invest
¢ ercial banWstituticns that have a
jit rating of at least "A" fromyone of the recognised
domestic and/or internatiol dit rating agencies.
LIQEIDITY RISK
quidity risk arises when tgm'#e insufficient liquid

assets available to enabl President’s Fund to

Eeet its obligations whme.

e President’s Fund current liquid asset holdings
of less than three months maturity amount to R292
million of the t.! portfolio which ensures sufficient
idity to pay out monies due to beneficiaries.

NTRATION RISK
Concentration risk is the risk of losses arising due to
poor diversification within funds, which can result in
undesirable risk exposures.

The President’s Fund manages this risk through the
PIC investment mandate, which dictates the level of
concentration. Money market investments are spread
across banks to reduce and diversify the client's
concentration risk,
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