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Corporate Governance

CORPORATE GOVERNANCE PRINCIPLES
We the Board of Directors and management of 

Nurcha are committed to maintaining the highest

standards of corporate governance, which we see as

fundamental in discharging our responsibilities. 

We embrace the recommendations of the King Code

on Corporate Governance, and continuously review

and benchmark Nurcha’s corporate governance

structures and processes. We are committed to an

open and transparent governance process that gives

Nurcha’s stakeholders the assurance that Nurcha is

ethically managed in accordance with best practice,

the relevant legislation, and predetermined risk

parameters. During the 2009/10 financial year 

we performed the company’s activities and 

discharged our responsibilities in accordance with

these principles.

KEY STAKEHOLDER RELATIONSHIPS 
Nurcha is a Section 21 company (not for gain) and is

funded by the South African Government (the

Government) in partnership with the Soros Economic

Development Fund (SEDF), various overseas donors

and other commercial lenders. During the financial

year Nurcha delivered accurate and reliable reports 

to its major stakeholders. 

ORGANISATIONAL REPOSITIONING
During the past two years Nurcha embarked on a

process to review its structures and reposition itself in

the market. This was done through aligning itself with

its intermediaries. This has started showing greater

efficiency, better coordination and gives clearer

understanding in the marketplace about the

respective roles of Nurcha and its intermediaries. This

has resulted in the restructuring of some of Nurcha’s

departments and created further efficiencies. 

STRATEGIC OBJECTIVES AND BUSINESS
PLANNING
The Board, acting on the recommendations from
management, is responsible to stakeholders for setting
the strategic direction, through defining objectives
and key policies, which are then cascaded throughout
Nurcha. Management is charged with detailed planning
and implementation of these strategic objectives
within appropriate risk parameters. Progress towards
the achievement of strategic objectives is reported to
the Board, its committees and the stakeholders by
management. The Board and its committees monitor
the achievement of these objectives throughout 
the year. 

During the current financial year a three year
corporate plan and budget was submitted to National
Treasury as required by the Public Finance
Management Act, No 1 of 1999 (PFMA). The corporate
plan includes measures and targets against which
Nurcha and its performance is assessed. 

PERFORMANCE MANAGEMENT
The Board is accountable to the Department of 
Human Settlements in terms of the PFMA. Each year
Nurcha sets targets to fund contracts that lead 
to the delivery of housing and related infrastructure
and community facilities in the low-income market. 
In turn, this contributes to the development and
maintenance of sustainable human settlements, 
and the growth of a new generation of entrepreneurs. 

The Board continued to monitor Nurcha’s performance
against budgets through quarterly reporting. 
A Balanced Score Card was developed and used as a
basis to compile operational business plans and a tool
to measure and report on performance. The
operational business plans are further cascaded into
individual performance contracts.
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GOVERNANCE STRUCTURES

Board of Directors 
The chairperson is Mr K Shubane.

Board members are reflected on the meeting

attendance schedule on page 30.

The Board and all its committees are governed by

their charters. The Board’s responsibility is to ensure

that the company fulfils its mission; honours its legal

and contractual obligations to its stakeholders;

operates within the parameters of the PFMA and other

applicable laws, regulations and codes of business

practices; achieves its business and developmental

objectives; operates within appropriate risk-

management parameters; and that it does so

efficiently, effectively, ethically and equitably. 

The Board takes overall responsibility for Nurcha and

its role is to exercise leadership and sound judgement

in directing it to achieve continued sustainability and

to act in the best interest of stakeholders. During the

year the Board has continued with its responsibility of
guiding and reviewing strategy, corporate governance
and risk policy. In so doing, the Board and its
committees monitor business plans and key
performance indicators, while overseeing any other
matters that it has defined as material. 

Nurcha has received substantial funding from
stakeholders. The Board ensures that these funds are
used efficiently and effectively, and in terms of the
conditions of loan, conditions of grant and the
statutory or other authorities governing the use of 
the funds.

The Board meets at least three times in a year in
accordance with the Board charter. The decision to
have three meetings was agreed to by the Board due
to Nurcha’s Section 21 status and its size. The Board
charter allows for a maximum of 16 directors. 
As at 31 March 2010 there were 16 Board members 
of which:

Nurcha Board
Chairperson: K Shubane

(Independent non-executive director)

Audit Committee
Chairperson: T Nzimakwe

(Independent non-executive director)

Financial Risk Committee
Chairperson: A Canter

(Independent non-executive director)

Enterprise Risk 
Committee
Chairperson: 

S Nxusani

(Financial Director)

Employment Equity
and Skills

Development
Committee

Chairperson: V Gqwetha

(Operations Director)

Procurement 
Committee
Chairperson: 

S Nxusani

(Financial Director)

Tender Control
Committee
Chairperson: 

A Pillay

(Managing Director)

Internal Credit 
Committee
Chairperson: 

S Nxusani

(Financial Director)

Human Capital and
Transformation Committee

Chairperson: Z Rylands

(Independent non-executive director)

Remuneration Committee
Chairperson: K Shubane

(Independent non-executive director)

Executive Committee
Chairperson: A Pillay

(Managing Director)

Corporate Governance continued
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Independence
Nurcha has a unitary board with an independent non-

executive chairperson. The roles of chairperson and

managing director are separate with segregated duties.

The majority of directors are independent non-

executive directors. Each Board committee is chaired

by an independent non-executive director. The Board

strives for the highest standards of integrity and

accountability, and each director brings independence

of character and judgement to the role.

Messrs Canter and Shubane have served on the Board

for more than three terms. After due consideration of

their individual circumstances and contributions, the

Board concluded that these directors are able to act

independently and fulfil their duties irrespective of

their tenure. Messrs de Beer and Paperin are not

considered to be independent as they represent

SEDF’s interests on the Board of Nurcha.

Conflict of interest is managed through the conflict of

interest policy. Members declare all their interests to

Nurcha and recuse themselves from any discussions

where a director has interest. A code of ethics for

directors and declaration of interest policy was

approved during the year. This policy of disclosure of

interests and recusal from discussions in which a

director has interest is followed to mitigate any such

conflicts and preserve independence.

Knowledge, skill and expertise
Non-executive Board members are appointed in such a

manner that they enhance each other’s skills in

different fields. The members bring to the Board a

wide range of significant financial, technical and

other expertise. They bring independent perspectives

and judgement on corporate governance and overall

strategy. Board members’ business experience enables

them to evaluate strategy and act in the company’s

best interest. 

Appointment, retirement, and rotation of
directors
Nurcha has formal guidelines for the recruitment,

appointment and retirement of non-executive

directors. These guidelines include renewal of Board

and committee members’ terms of office. Knowledge,

skill, expertise, independence, as well as demographic

representation, are considerations in the appointment

of directors. Candidates are further subjected to ‘fit

Board composition

Independent non-executive directors 62,5%

Non-executive directors 12,5%

Executive directors 25,0%

• Ten (62,5%) were non-executive directors who are
independent of management and free from any
relationship that could materially interfere with
the execution of their independent judgement.

• Two (12,5%) were non-executive directors who
were considered not to be independent.

• Four (25%) were executive directors who were
involved in the day-to-day running of the business.

62,5%

12,5%

25,0%
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and proper enquiries’. Non-executive directors are
appointed for a three-year period and are eligible for
reappointment depending on their past contribution
and future availability to serve on the Board. 

The following directors were appointed during 
the year under review: Ms Linda Sing, and 
Messrs Henry Shaw and Vusi Mokwena. 
There was an open recruitment process, where
nominations and expressions of interest were
requested from the members of the public and from
stakeholders. The appointment process was done in
consultation with the Government and SEDF. 

The recruitment of non-executive directors was
followed by a proper induction before the new
directors commenced with their duties. The induction
programme meets specific needs of both Nurcha and
the new directors to ensure that the new directors
make the maximum contribution as quickly as
possible. The induction programme ensures that new
directors are familiar with Nurcha’s purpose, business,
policies and management structures. 

Messrs Shubane, Nzimakwe, Oliver and Canter were
reappointed through the process of rotation. No
directors retired during the financial year.

Director education
The directors are kept abreast of all applicable
legislation and regulations, changes to rules,
standards and codes, as well as relevant sector
developments which could potentially impact on
Nurcha’s operations. The directors were updated on
the Public Finance Management Act during the year. 
A high level King III review was conducted by Nurcha’s
internal auditors and the gaps identified were
presented to the Board for noting and to ensure that
they monitor future compliance.

Board and director evaluation
The performance of the Board, its supporting
committees and individual directors is evaluated each
year. Directors completed an annual evaluation

questionnaire with regard to the performance of the

Board, its committees and individual directors. 

The aim of these evaluations is to assist the Board and

its committees to improve their effectiveness

continuously. The Board assessment includes the

evaluation of the Board chairperson and the Managing

Director. The Board, its committees, and individual

director performance was evaluated this financial year

and no major areas of concern were raised. 

Succession planning
Succession planning is the responsibility of the Human

Capital and Transformation committee, which on an

ongoing basis considers the composition of the Board

and its committees to ensure continued effectiveness.

The Board will appoint an acting chairperson of the

Board or its committees in the absence of any of the

chairpersons. The Board is satisfied that the current

pool of talent available within Nurcha and the work

being done to strengthen the talent pool provides

adequate succession depth for both the short term

and the long term.

Management succession planning is an ongoing

consideration to ensure that effective management 

is in place to implement Nurcha’s strategy. The Board

is satisfied that the management succession plan is

adequate in the short term as the key back-up plan is

in place.

Delegation of authority
Nurcha has delegation of authority guidelines that get

reviewed once a year to ensure that they remain

relevant. In terms of the delegation of authority the

ultimate responsibility for Nurcha rests with the

Board. The Board retains effective control through a

well-developed governance structure of Board

committees which specialise in certain areas of 

the business. 

The Board has delegated some of the powers

entrusted to it to the Managing Director, who is

assisted by other executive directors, to run the day-
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to-day activities in the business in terms of the PFMA
and other legislation. The responsibilities for
compliance on an operational basis remain with senior
management, and the Board maintains oversight
thereof. The Board has defined levels of materiality
for the business. 

The executive committee consists of the executive
directors and meets weekly when the Board is not in
session. Non-executive directors are free to meet and
discuss issues without the executive directors. The
Board is also able to solicit independent professional
advice, at the expense of the company, where
necessary. 

Board Committees 
The following Board committees have been
constituted to ensure that the Board operates
effectively and efficiently:

• The Audit Committee
The chairperson is Mr T Nzimakwe.

The other members of the committee are Messrs
K Oliver, H Shaw and V Mokwena, and Ms M Nkomo. 
All the committee members are independent non-
executive directors. The Managing Director and
Financial Director are expected to attend the
audit committee meetings. 

The audit committee has been established to
assist the Board to discharge its duties relating 
to the safe-guarding of assets, the operation of
adequate systems, control processes and the
preparation of accurate financial reports and
statements in compliance with all applicable
statutory requirements and accounting standards.
It provides a forum for discussing business risk and
control issues and for developing relevant
recommendations for consideration by the Board.

The audit committee comprises at least three
independent non-executive directors in terms of
the audit committee charter. The independent
non-executive audit committee members are

financially literate. The Board may co-opt an
expert who is not a director of the company to
assist and advise the committee in the execution
of its duties. Membership of the committee is for
one year and may be renewed.

The internal and external audit functions are
carried out by separate audit firms. The audit
committee meetings are normally attended by
both external and internal auditors, the Managing
Director, the Financial Director and the Financial
Manager. Other executive directors attend the
meetings by invitation. This committee meets four
times a year on average.

Nurcha’s audit committee also acts as the risk
committee and monitors the overall risk profile of
the company. Nurcha’s investment, underwriting
and credit risks are monitored by the Financial
risk committee. The audit committee and the
financial risk committee ensure that between
them all the major business risks of the company
are reviewed.

The audit committee continues to assist the
directors to discharge their duties relating to 
the safeguarding of assets and records, the
identification and management of material
business risks, advising on the internal and
external audits, accounting standards, internal
control and reviewing of financial information
which is provided to the relevant stakeholders.
The committee assesses, monitors and controls
the management of risk and compliance within 
the organisation. 

It is also responsible for considering annual and
quarterly financial statements, ensuring that they
are produced in terms of International Financial
Reporting Standards (IFRS) and the Companies Act,
No 61 of 1973 (Companies Act,) and recommending
their approval and adoption to the Board. The
annual financial statements that have been
submitted to National Treasury and the Department
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of Human Settlements comply with Generally

Recognised Accounting Practice (GRAP) in terms of

the Accounting Standards Board.

The audit committee has adopted formal terms of

reference and the committee is satisfied that its

activities for the year were in compliance with its

terms of reference. 

The committee ensures that the independence

and objectivity of the external auditors is not

impaired by approving all non-audit services.

During the year non-audit services carried out by

the external auditors were tax services. All other

significant services outside the scope of the 

preapproved audit plan carried out by the 

auditors are approved case by case by the 

audit committee.

• The Financial Risk Committee 
The chairperson of this committee is Mr A Canter.

The other members are Messrs T Nzimakwe, 

S Paperin, W Ndodana, C de Beer, S Nxusani, 

V Gqwetha, H Shaw, and Mesdames J Strelitz 

and L Sing.

The financial risk committee (FINCOM) has been

established to assist the Board to discharge its

fiduciary duties as regards the credit and

investment functions in Nurcha, and to advise with

regard to the funding and capital structure of the

company. The returns on Nurcha’s investments are

in line with industry performance.

The committee assists management by providing

advice and assistance within the credit and

investment policy arena, especially with 

regard to setting limits of authority and

monitoring exposure.

This committee has provided advice and assistance

regarding credit and risk management, and taken

responsibility for the approval of certain

construction finance loans and new lending

programmes on behalf of the Board. The

committee meets, on average, three times 

a year.

The committee ensures that credit is granted by

Nurcha in accordance with Nurcha’s mandate, the

undertakings and covenants in the various

financing agreements, and that the provision of

credit meets the primary aims of promoting

sustainable human settlements and

entrepreneurial development.

• The Human Capital and Transformation
Committee 
This committee is chaired by Ms Z Ryland. 

The other members are Ms M Nkomo, 

Mr K Shubane, Dr A Pillay (Managing Director), 

Mr S Nxusani (Financial Director), and 

Mr V Gqwetha (Director responsible for

transformation). The chairperson of the Board 

is a member of this committee as it was felt that

he brings valuable contribution to this committee.

The composition of this committee will be

reviewed to make the majority of members to 

be independent non-executive directors to comply

with King III recommendations. 

The purpose of the committee is to ensure that

Nurcha maximises the effectiveness, energy and

commitment of staff, management and directors

with respect to Nurcha’s mission. The committee

further ensures that Nurcha’s human resources,

procurement and business practices reflect a

commitment to the creation of an equitable, 

non-racial, non-sexist society. This committee 

also carries out the responsibilities of the

nominations committee.

This committee reports on compliance with the

Employment Equity Act, No 55 of 1998, and on

other transformation issues. It meets, on average,

three times a year.

• The Remuneration Committee
The chairperson of this committee is Mr K Shubane.

The other members are Mr A Canter, 

Mr T Nzimakwe and Ms Z Rylands.

The purposes of the remuneration committee are

to ensure that remuneration policies and approach,
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as determined by the Human Capital and

Transformation Committee, are fairly applied to

decide on the remuneration of staff and to make

recommendations to the Board and stakeholders

about the remuneration of non-executive directors.

The committee comprises the chairpersons of the

various committees of the Board and is chaired by

the chairperson of the Board. The chairmanship of

this committee will be reviewed in the coming year

to comply with the requirements of King III. The

committee meets at least twice a year.

Board members are paid on the basis of their

attendance at meetings. The Board chairman and

the committee chairpersons are paid a monthly

retainer in addition to the attendance fees.

RISK MANAGEMENT 
The Board ensures that the key strategic and business

risks of the company are identified, and that

management has adequate policies and procedures in

place to manage the major risks faced by the company.

The Board receives regular reports from management

and other assurance providers such as the external and

internal auditors. These reports show that there are

systems that are implemented to identify, assess,

manage, monitor and report on material risks

throughout the organisation.

Nurcha has a risk policy that was developed to guide

management in ensuring that the company’s risk

management takes into account the risks involved in

the business activities and to measure the impact 

and extent of the risk in the achievement of 

Nurcha’s objectives. 

The Board, through its committees, takes overall

responsibility for risk in Nurcha, and the culture in 

the organisation reflects its appetite for risk. Risk

management is achieved at all levels of the

organisation through the organisational structure,

policies, procedures and appropriate staff training.

Each departmental manager is accountable for

assessing, monitoring and controlling the management

of risk in their area. 

Priority risks that were monitored during the 
year were:
• Default risk

• Risk of not finding markets

• Risk of insufficient income

• Financial capacity risk

• Risk arising from the alignment process with
intermediaries

• ICT system failure risk

• Reputation risk 

• Compliance risk in relation to funding agreements
and credit policies

• Risk of staff capacity and effectiveness

• Fraud risk

Due to the inherent nature and complexity of Nurcha’s
risks, stringent risk-management structures and
processes are in place, but there is a balance between
the desire to achieve our strategic objectives and the
level of risk Nurcha is willing to tolerate in the
process. Loan default risk is managed by the credit
and risk department, which ensures that Nurcha has
sound lending practices and tight monitoring
procedures in place. Loan default risk is the major risk
at Nurcha, and credit controls are always managed in
such a manner that Nurcha remains financially
sustainable in the long term.

While individual executive directors and managers
retain primary responsibility for managing the risk
originating from their operations, the internal risk
committee is responsible for ensuring that risks are
identified, managed and controlled, and reported to
the audit committee. Adequate systems of internal
control are in place to mitigate significant risks that
have been identified to an acceptable level. 

Nurcha has a fraud prevention strategy and plan in
compliance with the Protected Disclosures Act, No 26
of 2000. The plan articulates the procedures for
reporting incidents of fraud and dishonesty, and cases
of unethical behaviour in line with Nurcha’s code of
ethics and the value system. A whistle-blowing hotline
facility is available whereby employees have access to
a hotline to independently and anonymously report
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Corporate Governance continued

cases of suspected fraud. The hotline is also
accessible to contractors, developers, intermediaries
and the public who would like to anonymously report
unethical behaviour. Suspected cases of fraud
reported to the hotline are forwarded to the chairman
of the audit committee anonymously.

CODE OF CONDUCT AND ETHICS
As a lending institution Nurcha has a responsibility to
conduct its affairs prudently and to safeguard
stakeholders’ interests. Major roles and
responsibilities are allocated through the delegation
of authority, and formal and clear procedures 
are observed.

A code of conduct and ethics is set for Board
members, management and staff as part of the
conditions of service. The company’s vision, mission
and values are communicated through the code of
conduct. The code of conduct commits management
and employees to high standards of ethical behaviour
in their dealings with one another and with the
company’s stakeholders. They are expected to ensure
that their behaviour is ethical, efficient, transparent
and responsible, and that they are therefore held
accountable. 

All directors and personnel are obliged to declare
their interests in order to manage any conflict of
interest. The procurement policy contains measures to
combat abuse, fraud and corruption. When approving
a supplier the members of the internal procurement
committee have to declare their interest in every
contract that is approved. There is an established gift
register to be signed by staff when receiving gifts with
a value over a certain amount.

Interests are declared in all internal credit
committee, and procurement and tender control
meetings. Directors declare their interests in matters
that are discussed at Board and committee meetings.

REGULATORY ENVIRONMENT AND STATUTORY
COMPLIANCE
The Board recognises that Nurcha is governed by
statute and required to comply with applicable

legislation. Nurcha was established as a Section 21
company in 1995 in terms of the Companies Act. As a
schedule 3(a) public entity Nurcha has complied with
the applicable sections of the PFMA and Treasury
Regulations. Progress is being made to comply with
the new Companies Act.

Nurcha has a decentralised compliance structure, and

the compliance function reports to the audit

committee through the Company Secretary. Progress

has been made in improving the company’s legislative

compliance in terms of Nurcha’s regulatory universe.  

The company is registered as a developmental credit

provider with the National Credit Regulator in terms

of the National Credit Act, No 34 of 2005. 

Nurcha complies with the Occupational Health and

Safety Act, No 85 of 1993, by having a health and

safety representative, first-aid representatives and

fire marshals who have been trained in their roles and

responsibilities. There are comprehensive human

resources policies, including an HIV/Aids policy 

in place. 

Annual financial statements are always submitted to

Government within five months after the financial

year-end in accordance with the PFMA. Reports on

progress against financial and operational

performance, together with any changes to the

Corporate Plan, are submitted quarterly. These

quarterly reports include management accounts,

outputs, financial information and variances. 

BLACK ECONOMIC EMPOWERMENT
Nurcha has a Black Economic Empowerment Strategy

and a procurement policy. These policies guide Nurcha

activities in the area of social transformation. The

company conducted its self-assessment in terms of the

BEE codes. 

The procurement committee and tender control

committee monitor compliance with the procurement

policy, ensure meaningful black economic empowerment

in approving service providers and ensure fairness and

transparency in the selection of business suppliers.
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Nurcha is committed to Black Economic Empowerment

by supporting entrepreneurial development and the

promotion of small and medium businesses as set out in

the Broad-based Black Economic Empowerment Act, 

No 53 of 2003. 

The company complies with the relevant provisions of

the Employment Equity Act, No 55 of 1998, and it

continuously strives to achieve a diverse workforce

that is broadly representative of all South Africans.   

The company complies with the relevant provisions of

the Skills Development Act, No 97 of 1998, and

continuously seeks to develop and improve skills

within the organisation. Nurcha submits a workplace

skills plan to the Department of Labour, reports on

actual training conducted, and claims back on the

skills development levy. 

COMPANY SECRETARY
The functions of the company secretary are in line

with the requirements of the Companies Act. The

company secretary is a source of guidance and advice

to the Board, and within the company, on matters of

ethics and good governance. The company secretary

oversees the induction of new directors and the

ongoing education of directors. Nurcha submits all

returns as required of public entities in terms of the

PFMA, Treasury Regulations and other relevant

legislation, and ensures that all such returns are

accurate, correct and up to date.

GOING CONCERN 
The directors have reviewed the facts and

assumptions and, based on the existing forecasts and

current resources, believe that the company has

sufficient resources to continue operating as a going

concern for the year ahead.

Cash resources have reduced, but the Board is

satisfied with the plans in place to access more

resources and to meet its ongoing commitments.

Adequate arrangements for future operations are

being made with the major stakeholders and other

public entities, guarantors, financial institutions and

the private sector. 

INTERNAL CONTROLS
The authority to manage internal controls has been
delegated to the Managing Director by the Board in
terms of the PFMA. In turn the Managing Director has
delegated some responsibilities to executive directors
and unit managers. The foundations for internal
control processes lie in Nurcha’s governance principles
that incorporate and emphasise ethical behaviour,
legislative compliance and sound accounting practice.

The Board believes it has adequate information to
facilitate a balanced assessment of significant risks
and the effectiveness of the internal control systems
to manage those risks. The Board believes that the
system of internal control provides reasonable, but
not absolute assurance, on the effectiveness and
efficacy of controls. The Board is satisfied that
management is attuned to the major aspects of
business risk, and believes that Nurcha is making
progress to operate an adequate system of internal
control to identify and manage operational and
financial risks.  

The system of internal control is regularly reviewed
and tested to sufficiently manage the company risks
that have a significant impact on the business. There
has been progress in improving Nurcha’s Business
Continuity Plan to ensure the security of the
company’s operational capability in the event of 
a disaster. 

Control systems include clearly defined lines of
accountability and delegation of authority, and
provide for full reporting and analysis against
approved budgets and adherence to policies,
processes and guidelines. Executive management is
responsible and accountable for determining the
adequacy, extent and operation of these systems. 

Compliance with the PFMA and Treasury Regulations is
continuously being monitored to identify gaps and
action plans are put in place to address any identified
gaps. Nurcha has complied with the spirit of the
framework for levels of materiality and significance
that were developed in terms of the requirements 
of the Act. 
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Attendance at meetings held during the financial year

Human Capital 
Financial and 

Board Audit Risk Transformation Remuneration
Name A B A B A B A B A B

1. Mr K Shubane 3 3 3 3 3 3

2. Ms Z Rylands 3 2 3 3 3 3

3. Ms M Nkomo 3 3 4 4 3 3

4. Ms L Sing 3 3 3 3

5. Mr K Oliver 3 3 4 4

6. Mr T Nzimakwe 3 3 4 4 3 3 3 3

7. Mr A Canter 3 1 3 3 3 2

8. Mr W Ndodana 3 2 3 2

9. Mr S Paperin* 3 2 3

10. Mr C de Beer 3 3 4 1 3 1 3 2

11. Mr H Shaw 3 3 4 3 3 3

12. Mr V Mokwena 3 3 4 3

13. Ms J Strelitz# 3 3 4 4 3 2

14. Mr S Nxusani# 3 3 4 4 3 3 3 3

15. Mr V Gqwetha# 3 3 4 4 3 3 3 1

16. Dr A Pillay# 3 3 4 2 3 3 3 2 3 1

Column A is the number of meetings held during the year.
Column B is the number of meetings attended by the director.

#Executive director.
*United States resident.

The following directors were appointed to the Board during the financial year:
• Ms L Sing (Appointed on 18 August 2009). 
• Mr H Shaw (Appointed on 18 August 2009). 
• Mr V Mokwena (Appointed on 18 August 2009). 
• Dr A Pillay (Appointed on 18 August 2009).

Mr de Beer resigned as managing director on 30 June 2010 and became a non-executive director.

Internal auditors conduct periodic reviews across all
functions to provide assurance to the Board on the
effectiveness of control systems and compliance with
agreed policies, procedures and legislation. 

The relationship between the internal and external
auditors is mutually supportive and facilitates 
proper coverage of financial, operational and
compliance controls. 

SUSTAINABILITY
The Board views both sustainable growth and
sustainable development as important elements of
Nurcha’s existence, and is committed to adopting
business practices that bring about positive change 
to the economy, the environment and the social
conditions that we operate in.

Corporate Governance continued
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It is hereby certified, in terms of the Companies Act,
that for the year ended 31 March 2010 the company
has lodged with the Registrar of Companies all such
returns as are required of a company incorporated
under Section 21 of the Companies Act, in terms of
this Act, and that all such returns are true, correct
and up to date.

Ntsiki Ndzimbomvu

Company Secretary

17 August 2010

Certificate by Company Secretary
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Audit Committee Report

The audit committee is pleased to present its report for
the financial year ended 31 March 2010 in accordance
with the Treasury Regulations and the PFMA.

AUDIT COMMITTEE’S RESPONSIBILITY
The audit committee reports that it has complied with
its responsibilities arising from Section 51(1)(a) of the
PFMA and Treasury Regulations 27.1.7 and 27.1.10(b) 
and (c).

Section 51(1)(a) of the PFMA states the following:
The accounting authority must ensure that the public
entity has and maintains:
I. effective, efficient and transparent systems of

financial and risk management and internal controls;
II. a system of internal audit under the control and

direction of an audit committee complying with 
and operating in accordance with regulations and
instructions prescribed in terms of Sections 76 
and 77;

III. an appropriate procurement and provisioning system
which is fair, equitable, transparent, competitive
and cost effective; and

IV. a system for properly evaluating all major capital
projects prior to a financial decision on the project. 

The audit committee reports that it has met four times
during the financial year, evaluated its performance,
reviewed its terms of reference, and addressed matters
of conflict of interest within the company. The
committee has conducted its affairs in accordance with
its terms of reference and has discharged its
responsibilities as contained therein.

1. Appointment and oversight of the external
auditors
The committee maintains a professional relationship
with the external auditors and coordinates activities
between external and internal auditors. We have
reviewed the engagement letter and agreed on the
terms, the fee, the nature and scope of the audit
function, and are satisfied that the auditors have
conducted the audit in accordance with the agreed
terms. We are satisfied with the auditors’
independence and objectivity. 

2. Monitoring the company’s compliance with
legislative, regulatory, contractual and other
obligations
We have continued to monitor that management
complies with legislative, regulatory and other
contractual obligations. 

3. Appointment of internal auditors, and review of
internal controls
The term for the internal auditors expired at the
end of the financial year and SizweNtsaluba VSP
were appointed as new auditors for the next
financial year. The committee approved the 
internal audit plan for the year. 

The audit committee met in a closed meeting with
external auditors, and both the outgoing and new
internal auditors. We are satisfied with the
cooperation between the internal and external
auditors. 

All internal audits were completed independently 
of management and the reports were presented
directly to the audit committee, together with
management’s responses.

4. Monitoring the definition of risks and the
adequacy and efficacy of risk management
processes
The committee is aware of, and has monitored, 
the risks that affect the organisation. The ongoing
internal audit process has provided the audit
committee with the assurance that there are no
major issues regarding the appropriateness and
effectiveness of internal controls. Concerns that
have been raised by the internal auditors have been
noted and the committee will ensure that they are
addressed in the next financial year.  

5. Examination and review of the financial
statements and accompanying reports
During the year the committee examined and
reviewed the quarterly reports on the operational
and financial performance of the company. The
committee has reviewed the annual financial
statements for the year ended 31 March 2010. 

The committee confirms that the annual financial
statements have been prepared in accordance with
International Financial Reporting Standards (IFRS) and
the Companies Act. All provisions and contingencies 
have been reviewed and disclosed. The external
auditors’ management letter has been reviewed 
and the audit committee has satisfied itself with
management’s responses.

The audit committee concurs and accepts the
independent external auditors’ conclusion on the annual
financial statements, and is of the opinion that the
audited annual financial statements should be accepted
and read together with the report of the independent
external auditors.

Thulani Nzimakwe
Chairperson — Audit Committee

17 August 2010
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Report of the Independent Auditors

INTRODUCTION
We have audited the accompanying financial
statements of National Urban Reconstruction and
Housing Agency and its Subsidiaries Limited, 
which comprise the statement of financial 
position as at 31 March 2010, and the statement 
of comprehensive income, statement of changes 
in equity and statement of cash flows for the 
year then ended, and a summary of significant
accounting policies and other explanatory 
information, and the accounting authority’s report 
as set out on pages 38 to 54.

ACCOUNTING AUTHORITY’S RESPONSIBILITY
FOR THE FINANCIAL STATEMENTS
The accounting authority is responsible for the
preparation and fair presentation of these 
financial statements in accordance with 
International Financial Reporting Standards (IFRS) 
and in the manner required by the Public Finance
Management Act of South Africa and Companies 
Act of South Africa. This responsibility includes:
designing, implementing and maintaining internal
control relevant to the preparation and fair
presentation of financial statements that are 
free from material misstatement, whether due 
to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates
that are reasonable in the circumstances.

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 and in terms 
of the Public Audit Act of South Africa and General
notice 1570 of 2009. 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
judgement, 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.

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, these financial statements present
fairly, in all material respects, the financial position 
of National Urban Reconstruction and Housing Agency
and its Subsidiaries Limited as at 31 March 2010, 
and its financial performance and its cash flows for
the year then ended in accordance with International
Financial Reporting Standards (IFRS) and in the
manner required by the Public Finance Management
Act of South Africa and Companies Act of South Africa.

REPORT ON OTHER LEGAL AND REGULATORY
REQUIREMENTS
In terms of the PAA of South Africa and General 
notice 1570 of 2009, issued in Government Gazette
No. 32758 of 27 November 2009 we include below 
our findings on the report on predetermined
objectives, compliance with the PFMA, Companies 
Act and financial management (internal control).

Findings
Predetermined objectives
• Non-compliance with regulatory and 

reporting requirements
No matter to report.

• Usefulness of information
No matter to report.

• Reliability of information
No matter to report.
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Compliance with laws and regulations
• Per Act

• Prohibited actions
No matter to report.

• Non-adherence
No matter to report.

INTERNAL CONTROL 
We considered internal control relevant to our audit
of the financial statements and the report on
predetermined objectives and compliance with the
PFMA and Companies Act, but not for the purposes of
expressing an opinion on the effectiveness of internal
control. The matters reported below are limited to
the deficiencies identified during the audit.

• Leadership
No matter to report.

• Financial and performance management
No matter to report.

• Governance
No matter to report.

OTHER REPORTS

• Investigations 
None

• Performance audits
None

• Agreed upon procedures engagement
None

• Donor funding
None

• Special audits 
None

Nkonki Inc.
Brian Mungofa
Registered Auditor

17 August 2010

PO Box 1503
Saxonwold
2132

Report of the Independent Auditors continued
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The directors have pleasure in presenting their report
for the year ended 31 March 2010.

NATURE OF BUSINESS
National Urban Reconstruction and Housing Agency
(Nurcha) was incorporated in the Republic of South
Africa in terms of Section 21 of the Companies Act, as
an association not for gain. The company is listed as a
Schedule 3A public entity in terms of the Public
Finance and Management Act (PFMA). It was
established in 1995 as a partnership between the
South African Government represented by the 
National Department of Human Settlements and 
Soros Economic Development Fund (SEDF).

Nurcha’s mandate is to ensure availability of bridging
finance to small, medium and established contractors
building low- and moderate-income housing and
related community facilities and infrastructure. 
To achieve this Nurcha:
• lends to contractors and developers either directly

or through intermediaries;
• facilitates lending to contractors by other lenders

by sharing risk with them; and
• may, with the permission of the Board of Directors

and with the necessary permission in terms of the
PFMA, provide other forms of financing (such as
equity, quasi-equity or debt) to assist in the
development of empowered construction and
development companies.

DIRECTORS AND SECRETARY 
The names of the directors and secretary of the
company are stated on page 56.

DIRECTORS’ RESPONSIBILITY FOR FINANCIAL
STATEMENTS
The directors are responsible for the preparation,
integrity and fair presentation of the financial
statements and other financial information included in
this report. In presenting the accompanying financial
statements, International Financial Reporting
Standards (IFRS) have been followed, applicable
accounting assumptions have been used, while
prudent judgement and estimates have been made.

The financial statements have been audited by the
independent accounting firm, Nkonki Inc, which was
given unrestricted access to all financial records and
related data, including all resolutions and minutes of
all meetings of members and the Board of Directors.
The directors believe that all representations made to
the independent auditors during the audit were valid
and appropriate.

The financial statements were approved by the
directors on 17 August 2010.

INTERNAL CONTROLS
Management of the company is committed to build a
controls based environment which is conducive to
accurate, complete and valid financial reporting.
There were no significant weaknesses in controls that
were identified during the current financial year.

DIRECTORS’ STATEMENT ON GOING CONCERN
ASSUMPTION
The going concern assumption has been adopted in
preparing the financial statements. The directors have
no reason to believe that the company will not be a
going concern in the foreseeable future based on
forecasts and available cash resources. Nurcha has
entered into a co-funding arrangement with
Futuregrowth Asset Management and is currently
negotiating with Cadiz Asset Management and Newhco
with the objective of setting up a new funding
arrangement. The directors are satisfied that Nurcha
has access to adequate resources to continue in
operational existence for the foreseeable future and is
a going concern and have continued to adopt the going
concern basis in preparing the financial statements.

PROPERTY, PLANT AND EQUIPMENT
Furniture and Equipment were acquired at a cost of 
R601 683 (2009: R262 358). There we no changes in the
nature of property, plant and equipment nor in the
policy regarding their use during the year under review.

GROUP CONSTRUCTION FINANCE FACILITIES
Group Construction Finance facilities raised in the
form of cash deposits as well as non-cash guarantees
as at the year end were as follows:

Directors’ Report 
for the year ended 31 March 2010
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Directors’ Report continued
for the year ended 31 March 2010

PROJECT LOSSES
Project losses of R7,8 million (2009: R6,6 million)
were incurred during the year under review as a result
of defaults on loans to construction projects. The
Department of Human Settlements granted Nurcha
R3,5 million as a compensation for interest incurred
by contractors because of payment delays that were
experienced with government employer department.

PROVISION FOR PROJECT LOSSES
During the year under review the provision for project
losses increased by R14 million (2009: R6 million). 
The increase in provision is mainly due to government
administrative delays and operational difficulties on
projects, resulting in contractors not being paid on
time by employers. 

NURCHA FINANCE COMPANY (PTY) LIMITED
(NFC)
Nurcha, through its subsidiary NFC, continued its role
as primary lender of the FNB facility secured by OPIC
and SAFE. 

NFC has lent R427,3 million (2009: R380,7 million) to
contractors during the year using intermediaries to
manage aspects of the loan book on its behalf. The
withdrawals from the first loss account amounted to

R660 044 during the year under review, however 
R622 122 will be recovered from the intermediary’s
first loss security deposit.

AUDITORS
The auditors of Nurcha and its subsidiary companies are
Nkonki Inc. They have carried out an independent
examination of the financial statement in accordance
with International Standards on Auditing and have
reported their findings in the audit report on page 33.

ACQUISITION OF SHARES IN ASSOCIATE
COMPANIES
During the year Nurcha acquired a thirty percent
shareholding from its intermediary companies, Tusk
Construction Support (Pty) Limited and Support
Empower Bridge Reconstruct Account (Pty) Limited.
All the PFMA approval requirements were obtained.

POST-BALANCE SHEET EVENTS
Nurcha has signed a co-funding deal with
Futuregrowth Asset Management. All necessary PFMA
approval requirements have been obtained.

DEVELOPMENT OUTPUTS/LOAN CONTRACTS
SIGNED DURING THE YEAR
The following table provides information on the loan
contracts signed during the 2009/10 financial year in
relation to plans.

2010 2009
R’000 R’000

Construction Finance capital received in the form of cash deposits 228 532 247 370
Non-cash guarantee facilities secured 139 407 182 805
Overdraft facility 85 000 85 000
SEDF loan for construction finance 61 660 61 660
FMO loan for construction finance 30 400 45 000

Total capacity before contingent liabilities 544 999 621 835

Commitments relating to loans and guarantees signed and 
issued by Nurcha 449 249 437 968
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Contracts Houses/sites Houses/sites 
signed in contracts completed

Budget Actual Budget Actual Budget Actual

Subsidy housing 84 44 40 620 17 393 18 471 14 548
Affordable housing 14 9 2 130 2 181 723 797
Serviced sites 11 9 4 951 3 984 3 160 3 827
Infrastructure/community facilities 59 57 n/a n/a 41 48

Loans signed Project values
(R million) (R million)

Budget Actual Budget Actual

Subsidy housing 255,7 148,5 1 969,1 959,8
Affordable housing 118,7 140,9 591,0 606,6
Serviced sites 110,5 101,0 416,5 250,8
Infrastructure/community facilities 176,0 164,4 1 336,4 1 264,4

The annual financial statements as set out on pages 21 to 54 have been approved by the directors and are signed
on their behalf by Mr K Shubane and Dr A Pillay.

K Shubane A Pillay
Chairperson — Board Managing Director
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Statement of Financial Position
as at 31 March 2010

Consolidated Company
2010 2009 2010 2009

Note R’000 R’000 R’000 R’000

ASSETS
Non-current assets 16 195 35 714 175 842 137 407

Loans for construction projects 3 9 160 34 342 32 400 32 446 
Loans receivable and investments in subsidiaries 
used for construction projects 4 — — 136 395 103 589 
Investments in associates 5 4 432 — 4 444 —
Property, plant and equipment 6 939 858 939 858 
Intangible assets 7 1 664 514 1 664 514 

Current assets 477 858 423 152 209 446 238 208 

Loans for construction projects 3 342 983 330 960 97 127 168 140 
Trade and other receivables 1 109 1 254 743 1 043 
Cash and cash equivalents 8 133 766 90 938 111 576 69 025 

Total assets 494 053 458 866 385 288 375 615 

EQUITY AND LIABILITIES
Permanent capital 266 832 285 670 341 177 333 840 

Formation grants 9 38 300 38 300 38 300 38 300 

Accumulated surplus 228 532 247 370 302 877 295 540 

Grant funding 199 284 199 284 199 284 199 284 
Operating surpluses 29 248 48 086 103 593 96 256 

Non-current liabilities 36 547 43 623 36 547 33 413 

SEDF loan 10 36 547 33 413 36 547 33 413 
FMO loan 11 — 10 210 — —

Current liabilities 190 674 129 573 7 564 8 362 

Trade and other payables 7 564 8 362 7 564 8 362 
FMO loan 11 30 704 15 000 — —
Bank loans to finance projects 12 152 406 106 211 — —

Total equity and liabilities 494 053 458 866 385 288 375 615 
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Consolidated Company
2010 2009 2010 2009

Note R’000 R’000 R’000 R’000

Income from operations 43 012 49 259 44 244 55 884 

Interest on money market investments 6 114 13 519 4 556 11 069 
Interest on loans for construction projects 47 291 46 000 39 029 41 174 
Fees on loans for construction projects 9 580 7 097 3 793 6 507 
Less: Interest paid (19 973) (17 357) (3 134) (2 866)

Other income 13 3 779 2 660 569 2 660 

Net surplus before administration expenses 46 791 51 919 44 813 58 544 
Administration expenses (40 058) (36 089) (39 978) (36 068)

Net operating surplus 15 6 733 15 830 4 835 22 476 

Provisions for project losses and losses 14 (25 559) (12 681) 2 502 (6 538)

(Increase)/decrease in provision for project losses (14 610) (6 110) 2 824 (19)
Project losses written off (10 949) (6 571) (322) (6 519)

(18 826) 3 149 7 337 15 938

Share of profit/(loss) of associates 5 (12) — — —

Grants received — OSI specialised loan — 13 369 — 13 369   

(Deficit)/surplus for the year (18 838) 16 518 7 337 29 307 

Statement of Comprehensive Income
for the year ended 31 March 2010
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Statement of Changes in Equity
for the year ended 31 March 2010

Formation
grants Accumulated Accumulated

received surplus total
R’000 R’000 R’000

CONSOLIDATED
Balance as at 31 March 2008 38 300 233 376 271 676  
Prior year adjustment — OSI loan reclassified
as a grant received — (2 524) (2 524)
Surplus for the year — 16 518 16 518 

Balance as at 31 March 2009 38 300 247 370  285 670 
Deficit for the year — (18 838) (18 838)

Balance as at 31 March 2010 38 300 228 532  266 832 

COMPANY
Balance as at 31 March 2008 38 300 268 758 307 058 
Prior year adjustment — OSI loan reclassified
as a grant received — (2 524) (2 524)
Surplus for the year — 29 306 29 306 

Balance as at 31 March 2009 38 300 295 540 333 840 
Profit for the year — 7 337  7 337

Balance as at 31 March 2010 38 300 302 877  341 177 
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Consolidated Company
2010 2009 2010 2009

Note R’000 R’000 R’000 R’000

Cash from operating activities 16 14 494 26 684 7 675 20 615 

Cash flows from investing activities (7 650) (145 901) 34 876 (103 028)

(Additional)/repayments from loans to projects (1 449) (145 132) 73 883 (98 842)
Increase in investment in subsidiaries — — (32 806) (3 418)
Investment in associates (4 444) — (4 444) —
Proceeds on disposal of fixed assets 6 8 6 8 
Acquisition of fixed assets (602) (262) (602) (262)
Acquisition of intangible assets (1 161) (514) (1 161) (514)

Cash flows from financing activities 35 984 28 398 — —

(Decrease)/increase in loans obtained (10 211) 28 398 — —
Increase in overdraft facilities 46 195 — — —

Net cash generated/(used) 42 828 (90 820) 42 551 (82 414)
Balance at beginning of year 90 938 181 757 69 025 151 438 

Balance at end of year/period 133 766 90 938 111 576 69 025 

Statement of Cash Flows
for the year ended 31 March 2010
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Notes to the Annual Financial Statements
for the year ended 31 March 2010
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1. ACCOUNTING POLICIES
1.1 Basis of preparation

The financial statements incorporate the following principal accounting policies, which are consistent
with those applied in the previous year. 

These consolidated financial statements are prepared in accordance with, and comply with
International Financial Reporting Standards (IFRS) and the South African Companies Act of 1973. 
The consolidated financial statements are prepared in accordance with the going concern principle
under the historical cost basis as modified by the revaluation of financial assets to fair value through
the income statement.

In addition, the requirements of IFRS have been met together with the provisions of the Public Finance
Management Act of 1999 (PFMA).

All monetary figures appearing in these financial statements, unless otherwise indicated, are stated in
Rands (R’000).

1.2 Principles of consolidation
Subsidiaries
Subsidiaries are entities, controlled by the company. Control exists when the company has the power,
directly or indirectly, to govern the financial policies of an entity so as to both obtain benefits from its
activities.

Intercompany transactions, balances and transactions between group companies are eliminated on
consolidation. 

Investments in subsidiaries are accounted for at cost in the company accounts. The carrying amount of
these investments are reviewed annually and written down for impairment where considered
necessary.

1.3 Non-distributable reserves
The company is registered under the Companies Act as a company limited by guarantee and as such no
part of its income and assets shall be transferred to members, directly or indirectly. All reserves of the
company are, therefore, non-distributable, including the accumulated surplus which represents the
surplus of income earned over expenditure since inception.

1.4 Property, plant and equipment
Furniture and equipment are stated at cost less accumulated depreciation using the straight-line basis
to amortise the book value over their useful lives. The rates are as follows:
— Computer hardware 33,3%
— Furniture and office equipment 20,0%
— Leasehold improvements Over the remaining period of the lease.

1.5 Intangible assets
Costs that are directly associated with the production of identifiable and unique software controlled by
Nurcha, and that will probably generate economic benefits, are recognised as intangible assets. 

Acquired computer software is capitalised on the basis of the cost incurred to acquire and bring the
specific software to use. These costs are amortised over the estimated useful life of three years.

Annual licence renewals and incidental costs are written off as period costs. 

1.6 Construction finance capacity
Construction finance capacity includes undertakings and cash received from sponsors.

1.7 Trade and other payables
Provision is made for all contractual legal obligations, including leave pay guaranteed in employment
contracts to employees. Where provisions meet the definition of trade and other payables they are
disclosed as such.
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1.8 Losses arising as a result of project defaults
Actual project losses, recoveries and provisions for probable impairment losses are reflected in the
income statement in arriving at the surplus or deficit for the year.

Provisions for project losses are determined on the basis of a review of the progress of the project
compared to a planned repayment schedule. The non-receipt of a planned repayment is followed up 
to determine the reason for non-payment and the necessary corrective action taken. 

These losses are written off through the income statement immediately. An impairment provision,
based on expected future cash flows, is created if the loss cannot be determined accurately.

In certain cases sponsors reimburse the company for losses incurred.

1.9 Financial instruments
Financial instruments are initially measured at cost, which includes transaction costs. Subsequently,
these instruments are measured as set out below:

— Trade and other receivables are stated at cost, less a provision for doubtful debts. 
— Receivables with a short duration are not discounted because the effect is immaterial.
— Cash and cash equivalents are measured at fair value.

Financial assets, being originated loans and receivables not held-for-trading, are measured at
amortised cost using the effective interest rate method. Those that do not have a fixed maturity are
measured at cost.

A financial asset is impaired if its carrying amount is greater than its estimated recoverable amount. 
At each balance sheet date an assessment is made to ascertain if a financial asset or group of assets
may be impaired. If any such evidence exists, the recoverable amount of that specific asset or portfolio
of assets is estimated and any impairment loss is recognised.

1.10 Foreign currencies
Items included in the financial statements of each of the group’s entities are measured using the
currency of the primary economic environment in which the entity operates (functional currency). 
The consolidated financial statements are presented in Rands, which is the group’s functional and
presentation currency.

1.11 Financial liabilities
Loans are recognised at fair value and subsequently measured at amortised cost using the effective
interest rate method. In the case of short-term payables, the impact of discounting is not material and
cost approximates amortised cost.

1.12 Revenue 
Revenue comprises interest received and fees earned on projects. Interest income is accrued on a time
basis, by reference to the principal outstanding and the interest rate applicable. Loan-raising fees are
recognised upon signing of the loan agreement and administration fees are accrued over the life of 
the loan. 

1.13 Employee benefits
The group operates a defined contribution provident fund based on a percentage of employees’
retirement earnings. Contributions to the fund are charged to the income statement as incurred.

1.14 Cash and cash equivalents
Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable
on demand and form an integral part of the group’s cash management are included as a component of
cash and cash equivalents for the purpose of the statement of cash flows.

1.15 Operating lease payments
Payments made under operating leases are recognised in the income statement on a straight-line basis
over the term of the lease.
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Notes to the Annual Financial Statements continued
for the year ended 31 March 2010

1.16 Investments in associate companies
Associates are entities in which the company has a long term investment and over which the group has
the power to exercise significant influence over the financial and operating policies. Associates are
neither a subsidiary nor a joint venture. Significant influence is normally evidenced by 20% or more of
the company’s voting rights. The financial statements of the associates are used by the company to
apply the equity method. If the most recent available financial statements are for an accounting
period which ended more than three months prior to the company’s year-end, then the most recent
available management accounting results are brought into account. 

The investments in associates are carried in the statement of financial position at cost plus post
acquisition changes in the company’s share of net assets of the associates, less any impairment value.
The income statement reflects the share of the results of operations of the associates. 

Where the company’s share of losses of an associate exceeds the carrying amount of the associate, the
investment is carried at nil. Additional losses are only recognised to the extent that the company has
incurred obligations or made payments on behalf of the associates. 

2. TAXATION
The company is exempted from income tax in terms of Section 10(I)(cN) of the Income Tax Act. 

Consolidated Company
2010 2009 2010 2009

R’000 R’000 R’000 R’000

3. FINANCIAL ASSETS
Loans for construction projects:
Loans for construction projects 403 527 402 076 140 635 214 518 
Provision for project losses (51 384) (36 774) (11 108) (13 932)

352 143 365 302 129 527 200 587 

Non-current 9 160 34 342 32 400 32 446 
Current 342 983 330 960 97 127 168 140 

352 143 365 302 129 527 200 587 

The above loans bear interest at rates ranging 
between 8,0% and 15,0% per annum, are 
secured and are repayable on completion
of the projects or by:

31 March 2011         342 983 
31 March 2012          512 
31 March 2013           5 655 
31 March 2014           284 
31 March 2015           318 
31 March 2016           357 
31 March 2017 400 
31 March 2018 449 
31 March 2019 503 
31 March 2020 331 
31 March 2021 123 
31 March 2022 138 
31 March 2023          90 

352 143

The investments are secured by pledges of shares in 
projects/companies, debtors’ books, work in progress, 
and/or sureties from the recipient company’s directors.
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Consolidated Company
2010 2009 2010 2009

R’000 R’000 R’000 R’000

4. LOANS RECEIVABLE AND INVESTMENTS IN SUBSIDIARIES
Loans receivable and investments in wholly owned 
subsidiary companies:
Nurcha Finance Company (Proprietary) Limited
— used for FNB/OPIC loans — — 55 685 57 050 
Nurcha Equity Services (Proprietary) Limited
— used for FNB facility loans — — 31 135 8 887 
Nurcha Development Finance (Proprietary) Limited
— used for Infrastructure loans — — 1 843 1 840 
Joint equity investment in housing (Proprietary) 
Limited
— used for Infrastructure loans — — 47 732 35 812 

— — 136 395 103 589 

5. INVESTMENTS IN ASSOCIATES
During the year Nurcha acquired 30% interest in two 
intermediaries, Tusk and Sebra. The following table 
illustrates their summarised financial information:
Tusk:
Balance at beginning of year — — — —
Additions 3 400 — 3 400 —
Share of profit/(loss) of associates 126 — — —

Balance at end of year 3 526 — 3 400 —

Sebra:
Balance at the beginning of the year — — — —
Additions 1 044 — 1 044 —
Share of (loss)/profit of associates (138) — — —

Balance at end of year 906 — 1 044 —

Total 4 432 — 4 444 —

Summary of associates’ balance sheet:
Tusk:
Total assets 11 533 — 11 533 —
Total liabilities (5 380) — (5 380) —

Attributable net asset value 6 153 — 6 153 —

Sebra: 
Total assets 5 987 — 5 987 —
Total liabilities (4 714) — (4 714) —

Attributable net asset value 1 273 — 1 273 —

Total 7 426 — 7 426 —
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Furniture Leasehold
Computer and improve-

equipment fittings ments Total
R’000 R’000 R’000 R’000

6. PROPERTY, PLANT AND EQUIPMENT
Consolidated summary
Cost
At 1 April 2008 1 242 1 345 803 3 390 
Additions 167 56 39 262 
Disposals (266) (11) — (278)

At 31 March 2009 1 143 1 390 842 3 375 

Additions 533 69 — 602  
Disposals (22) (21) — (43) 

At 31 March 2010 1 654 1 438 842 3 934 

Accumulated depreciation
At 1 April 2008 (1 037) (889) (418) (2 344)
Depreciation (147) (131) (167) (445)
Disposals 261 11 — 272 

At 31 March 2009 (923) (1 009) (585) (2 517)

Depreciation (213) (136) (168) (517)
Disposals 19 21 — 40 

At 31 March 2010 (1 117) (1 124) (753) (2 994)

Net book value
At 1 April 2008 205 456 385 1 046 

At 31 March 2009 219 381 257 858 

At 31 March 2010 537 314 89 939 

Note: 
There are no fixed assets in the subsidiary companies and accordingly the company and the group figures are identical.
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Crystal
Other report

SLIM Insight CRM Software writer Total
R’000 R’000 R’000 R’000 R’000 R’000

7. INTANGIBLE ASSETS
Consolidated summary — Software
Cost
At 1 April 2008 — — — — — —
Additions 514 — — — — 514 
Disposals — — — — — —

At 31 March 2009 514 — — — — 514 
Additions 662 220 177 4 97 1 161 
Disposals — — — — — —

At 31 March 2010 1 177 220 177 4 97 1 675

Accumulated depreciation
At 1 April 2008 — — — — — —
Depreciation — — — — — — 
Disposals — — — — — —

At 31 March 2009 — — — — — —
Depreciation — — — (1) (10) (11) 
Disposals — — — — — —

At 31 March 2010 — — — (1) (10) (11)

Net book value
At 1 April 2008 — — — — — —

At 31 March 2009 514 — — — — 514 

At 31 March 2010 1 177 220 177 3 86 1 664 
Note: 
There are no intangible assets in the subsidiary companies and, accordingly, the company and the group figures are identical.

Consolidated Company
2010 2009 2010 2009

R’000 R’000 R’000 R’000

8. CASH AND CASH EQUIVALENTS
Money market notice and call deposits held for the 
purpose of funding potential lending programmes 127 551 84 552 108 170 64 514 
Cash at bank and in hand        6 215 6 386 3 406 4 511 

133 766 90 938 111 576 69 025 

Commitments and agreements signed 449 249 437 968 236 987 236 987 

9. FORMATION GRANTS
Formation grants received from: 
— SA Government — Department of Human Settlements 20 000 20 000 20 000 20 000 
— Open Society Institute of New York 18 300 18 300 18 300 18 300 

Total 38 300 38 300 38 300 38 300 
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Consolidated Company
2010 2009 2010 2009

R’000 R’000 R’000 R’000

10. SEDF LOAN
Soros Economic Development Fund (SEDF) 
Advance repayable in six years in SA Rands with a 
single payment on 6 February 2016 on an 
interest-free basis 61 660 61 660 61 660 61 660 

Present value of loan at a discount rate of 9% (2009: 9%) 25 153 25 153 25 153 25 153 
Accrued interest to 31 March 2010 11 394 8 260 11 394 8 260 

Balance sheet value 36 547 33 413 36 547 33 413

The loan from SEDF, which is Rand-denominated, is 
interest free, unsecured and repayable in six years’.

The loan is to be reduced by the annual claims arising 
from attributable project losses each year. In terms of 
IFRS, the loan has been stated at fair value at an 
interest rate of 9% per annum.

11. FMO LOAN
The loan is Rand denominated, unsecured and bears
interest at prime minus 1,5%. The last installment
of the loan will be repaid on 22 November 2010.

Non-current portion — 10 211 — —
Current portion 30 704 15 000 — —

Total 30 704 25 211 — —

12. BANK LOANS 152 406 106 211 — —
These loans are secured as set out below:
12.1 Secured by guarantees from sponsors

First National Bank — OSI 5 000 5 000 5 000 5 000 
First National Bank — SAFE and OPIC US$20 000 US$20 000 US$20 000 US$20 000

12.2 Secured by cash security deposits
First National Bank 41 38 — —
First National Bank 19 340 20 000 — —

12.3 Secured by cash security deposits and pledge
of housing contractors' loans 169 013 116 120 — —

13. OTHER INCOME
Recovery of operating costs from FMO — 1 538 — 1 538 
Project losses recovered — 1 122 — 1 122 
Grant received from National Department of
Human Settlements (NDOHS)* 3 500 — 569 —
Foreign exchange gain 279 — — —

Total 3 779 2 660 569 2 660 

* Refer to note 14.
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Consolidated Company
2010 2009 2010 2009

R’000 R’000 R’000 R’000

14. PROVISIONS FOR PROJECT LOSSES AND LOSSES 
14.1 Provision raised this year

Previous year provision brought forward 36 774 30 664 13 932 13 913 
Adjusted by: 14 610 6 110 (2 824) 19 

Additional provisions raised 30 103 16 138 2 255 7 829 
Used for project losses* (9 264) (6 472) (2 564) (6 090)
Provisions no longer required (6 229) (3 556) (2 515) (1 720)

Amount attributed to loans for construction 
projects deducted to show fair value 51 384 36 774 11 108 13 932 

(Increase)/decrease in provisions for project 
losses charged to the income statement (14 610) (6 110) 2 824 (19)

14.2 Composition of provision for project losses
Specialised lending 907 1 238 907 1 238 
Nurcha direct finance 4 389 4 389 4 389 4 389 
Infrastructure established contractors 1 208 1 340 1 208 1 340 
Infrastructure emerging contractors 16 214 3 501 — —
Subsidy housing established contractors 4 757 4 253 1 760 1 586 
Subsidy housing emerging contractors 23 909 22 053 2 844 5 379 

51 384 36 774 11 108 13 932 

* Nurcha received a sum of R3,5 million from the NDOHS as compensation 
for interest incurred by contractors because of payment delays that 
were experienced by Gauteng DOHS earlier in the financial year.  

15. SURPLUS/(DEFICIT) FOR THE YEAR
Is stated after charging:
Audit fees 741 599 741 599 

— statutory audit 741 536 741 536 
— other services — 63 — 63 

Consulting fees 2 216 2 712 2 216 2 712 
Operating lease charges 
— premises 941 1 097 941 1 097 
— equipment 14 41 14 41 

Depreciation 517 445 517 445 

— computer equipment 213 147 213 147 
— furniture and fittings 136 131 136 131 
— leasehold improvements 168 167 168 167 

Directors’ emoluments — refer to note 25 6 830 5 705 6 830 5 705 

— fees 648 550 648 550 
— for executive services 6 182 5 155 6 182 5 155 

Profit on disposal of fixed assets (2) (2) (2) (2)
Treasury and guarantee fees 344 295 344 284

— treasury management fees 342 293 342 282 
— guarantee fees for office rental 2 2 2 2 

N U R C H A ANNUAL  REPORT  2 0 1 0   49

PRINT READY FIN.qxd  8/19/10  11:15 AM  Page 49



Notes to the Annual Financial Statements continued
for the year ended 31 March 2010

Consolidated Company
2010 2009 2010 2009

R’000 R’000 R’000 R’000

16. CASH FROM OPERATING ACTIVITIES
Cash generated from operating activities 14 494 26 684 7 675 20 615

(Deficit)/surplus for the year (18 838) 16 518 7 337 29 306
Adjusted for non-cash flow items:
— Depreciation 517 445 517 445
— Amortisation 11 — 11 —
— Interest accrued on SEDF loan 3 133 2 866 3 134 2 866
— Share of losses of associates 12 — — —
— Increase/(decrease) in provision for project losses 14 610 6 110 (2 824) 19
— Reclassification of OSI loan to grant received — (13 369) — (13 369)
Profit on disposal of fixed assets (2) (2) (2) (2)
Working capital changes 15 051 14 116 (498) 1 350

Movements in accounts receivables 145 (989) 300 (988)
Movements in accounts payables 14 906 15 105 (798) 2 338

17. OPERATING LEASE COMMITMENTS
The company has property lease commitments for the 
periods reflected below: 
Within one year 1 340 1 169 1 340 1 169
Between two and five years 729 612 729 612

2 069 1 781 2 069 1 781

The company has equipment lease commitments for 
the periods reflected below: 
Within one year — 14 — 14
Between two and five years — — — —

— 14 — 14

Total operating lease commitments 2 069 1 795 2 069 1 795

18. AMOUNT AVAILABLE FOR CONSTRUCTION FINANCE 
18.1 Accumulated surplus 228 532 247 370 302 877 295 540 

Add:
a) Overdraft capacity secured by guarantee 139 407 182 805 — —   

— Overseas Private Investment Corporation 
(OPIC) 104 555 137 104 — —   

— South Africa Financing Enterprise Inc (SAFE) 34 852 45 701 — —   

b) First National Bank (FNB) overdraft facility
used for loans to contractors secured by 
pledge of housing loan book 85 000 85 000 — —

c) SEDF loan available for Construction Finance 61 660 61 660 61 660 61 660 
d) FMO loan available for Construction Finance 30 400 45 000 — —

Total consolidated capacity 544 999 621 835 364 537 357 200 

Less:
18.2 Construction finance capacity committed

Loans granted and committed 449 249 437 968 236 987 236 987 

Consolidated committed capacity 449 249 437 968 236 987 236 987 

Total capacity still available 95 750 183 867 127 550 120 213 
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Consolidated Company
2010 2009 2010 2009

R’000 R’000 R’000 R’000

19. RELATED-PARTY TRANSACTIONS
19.1 Summary of OPIC arrangement for facility 

based on guarantees received from sponsors:
Overseas Private Investment Corporation (OPIC) 
Dollars guarantee converted at R7,4837 per  
Dollar (2009: R9,6213 per Dollar) 112 256 144 320 — —
South Africa Financing Enterprise (SAFE)  
guarantee converted at R7,4837 per Dollar 
(2009: R9,6213 per Dollar) 37 419 48 107 — —
Nurcha cash 19 340 20 000 — —

Total surety 169 015 212 427 — —

Actual facility granted
95% of sureties available 160 563 201 805 — —
Project losses to be split as follows:
First loss reserve: R20 million 19 340 20 000 — —
Thereafter: OPIC — 75% 105 917 136 354 — —
SAFE — 25% 35 306 45 451 — —

Actual amounts drawn down
Balance at beginning of year 106 214 78 608 — —
Amounts drawn down during the year 427 343 380 737 — —
Amounts repaid during the year (448 621) (364 668) — —
Project losses* (660) — — —
Interest 11 655 11 537 — —

Balance at year end 95 931 106 214 — —

* R622 122 was recovered in May 2010.

19.2 South African Government
Grants received to compensate for 
interest — refer to note 14 3 500 — 569 —

19.3 Subsidiary companies
Transactions with subsidiaries are conducted at 
arm’s length and include administration fees 
and interest charged by Nurcha
— administration fees — — 4 655 4 340 
— interest — — 13 581 13 929 
Loans to subsidiary companies are shown in note 4.
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Consolidated Company
2010 2009 2010 2009

R’000 R’000 R’000 R’000

20. CUMULATIVE SUPPORT BY VARIOUS 
SOROS FOUNDATIONS SINCE INCEPTION
Initial grant 18 300 18 300 18 300 18 300 
Project losses recovered 8 801 8 801 8 801 8 801 
Savings grants received  5 155 5 155 5 155 5 155 
Administration expenses grants 11 672 11 672 11 672 11 672 
Grants received — OSI 13 369 13 369 13 369 13 369 

Support received to 31 March 2007 57 297 57 297 57 297 57 297 
OSI’s share of guarantee commitment 96 966 107 111 61 660 61 660 

Guarantees supplied — SAFE 35 306 45 451 — —    
$10 million as a 10-year loan facility — SEDF 61 660 61 660 61 660 61 660   

Support received to 31 March 2010 154 263 164 408 118 957 118 957  

$28 million potentially made available for 
programme finance purposes at an exchange
rate of R7,4837 per Dollar. 209 544 269 396 209 544 269 396 

21. FINANCIAL INSTRUMENTS
21.1 Business and credit risk concentration

Financial instruments which potentially subject the group to concentration of credit risk are primarily
cash, financial assets, long-term investments and trade receivables. As regards cash, the group deals with
major financial institutions in South Africa. Other long-term investments and advances are made with the
appropriate levels of security where considered necessary. The contractors, project managers and
financiers with whom the group does business are located entirely in South Africa. The group establishes
an allowance for doubtful projects based upon factors surrounding the general and specific credit risk of
these counterparties, historical trends and other information.

21.2 Interest rate risk
The group is exposed to interest rate risk through its cash, financial assets, long-term investments and
interest-bearing borrowings. The company does not hedge its long term interest exposure. Interest rate
exposure is monitored and managed by an outsourced corporate treasury function.

21.3 Liquidity risk
The group has minimised the risk of illiquidity by ensuring that adequate unutilised borrowing facilities are
maintained.

One subsidiary has a R182,8 million loan facility with First National Bank that is guaranteed by both OPIC
and SAFE. This loan facility has been extended and is due for review in 2013.

A second subsidiary has a R85 million loan facility with First National Bank. The terms of this facility are
subject to periodic review.

21.4 Currency risk
Currency risk arises primarily from foreign guarantees. The group is exposed to foreign currency risk arising
from a guarantee from its sponsors, OPIC and SAFE, for the FNB/OPIC facility. The guarantee is
denominated in US Dollars. 

22. POST BALANCE SHEET EVENTS
Nurcha signed a new agreement with Futuregrowth Asset Management for a R135 million facility to finance
Infrastructure project loans. The facility expires after 66 months calculated from the date of first drawdown.
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Consolidated Company
2010 2009 2010 2009

R’000 R’000 R’000 R’000

23. CONTINGENCIES
Contingent liabilities
Ithala Bank — guarantee 1 089 1 089 1 089 1 089 

This relates to an old guarantee scheme that Nurcha 
used to give, which has since been discontinued. 
This guarantee expires on 17 July 2010.

24. COMPARATIVE FIGURES
Where necessary, comparative figures have been 
reclassified in line with current  presentation.

25. DIRECTORS’ EMOLUMENTS
Executive directors
C de Beer — Salary 383 1 364 383 1 364 

— Bonus 186 85 186 85 
— Loyalty award 314 — 314 —
— Computer 1 5 1 5 
— Provident 43 155 43 155 
— Medical 6 22 6 22 

Total 933 1 630 933 1 630 

A Pillay — Salary 770 — 770 —
— Travel 215 — 215 —
— Provident 113 — 113 —
— Medical 18 — 18 —

Total 1 116 — 1 116 —

J Strelitz — Salary 1 270 1 034 1 270 1 034 
— Bonus 145 66 145 66 
— Travel — 99 — 99 
— Computer 5 5 5 5 
— Provident 67 60 67 60 
— Medical 8 7 8 7 

Total 1 495 1 271 1 495 1 271 

S Nxusani — Salary 930 857 930 857 
— Bonus 123 53 123 53 
— Provident 190 156 190 156 
— Medical 29 26 29 26 

Total 1 272 1 092 1 272 1 092 

V Gqwetha — Salary 1 004 855 1 004 855 
— Bonus 132 60 132 60 
— Travel — 39 — 39 
— Provident 204 182 204 182 
— Medical 27 26 27 26 

Total 1 367 1 162 1 367 1 162 

Total executive directors’ emoluments 6 182 5 155 6 182 5 155  
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Consolidated Company
2010 2009 2010 2009

R’000 R’000 R’000 R’000

25. DIRECTORS’ EMOLUMENTS (continued)
Non-executive directors’ remuneration
Y Gordhan — 15 — 15 
T Nzimakwe 118 119 118 119 
W Ndodana 21 25 21 25 
M Nkomo 53 34 53 34 
K Oliver 37 39 37 39 
Z Rylands 90 87 90 87 
K Shubane 196 186 196 186 
A Canter* 59 44 59 44 
J Mokwena 21 — 21 —
H Shaw 32 — 32 —
L Sing 21 — 21 —

Total non-executive directors’ emoluments 648 550 648 550 

Total directors’ emoluments 6 830 5 705 6 830 5 705 

* The director fees of the non-executive directors are paid to their companies.

PRINT READY FIN.qxd  8/19/10  11:15 AM  Page 54



N U R C H A ANNUAL  REPORT  2 0 1 0   55

Key Performance Indicators (KPIs)

Budget Actual Prior year

1. Value of loans signed (R million)
Subsidy housing 255,7 148,5 169,7 
Affordable housing (including serviced sites) 225,8 240,9 93,3 
Serviced sites (subsidy housing) 3,4 1,0 —   
Infrastructure and community facilities 176,0 164,4 149,9 

2. Houses/sites and infrastructure completed
Subsidy housing 18 471 14 548 14 657 
Affordable housing (including serviced sites) 3 652 2 976 2 442 
Serviced sites (subsidy housing) 231 1 648 838 
Infrastructure and community facilities 41 48 28 

3. Project defaults (R million)
Provision for project losses 41,5 51,4 36,8 
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Administration

Directors
Mr K Shubane (Chairman)
Dr A Pillay (Managing Director)

Mr S Nxusani (Financial Director)

Ms Z Rylands

Ms M Nkomo

Ms L Sing

Mr K Oliver

Mr T Nzimakwe

Mr A Canter (USA)

Mr W Ndodana

Mr S Paperin (USA)

Mr C de Beer

Mr H Shaw

Mr V Mokwena

Ms J Strelitz (Funding and Strategic

Initiatives Business Director)

Mr V Gqwetha (Operations Director)

Managing Director
Dr A Pillay 

Company Secretary
Ntsiki Ndzimbomvu

Registration Number
1995/004248/08

Registered Office
3rd Floor
The Grace Offices
Cnr Tyrwhitt and Bath Avenues
Rosebank, 2196
PO Box 2452
Saxonwold, 2132

Auditors
Nkonki Inc.
3 Simba Road 
Cnr Nanyuki Road
Sunninghill, 2157
PO Box 1503
Saxonwold, 2132

Treasury Managers
Axon Corporate Services (Pty) Limited
11A, 1 Melrose Boulevard
Melrose Arch, 2196
PO Box 653218
Benmore, 2010

E-mail: info@nurcha.co.za
Website: www.nurcha.co.za

Contact Details

JOHANNESBURG
Tel: 011 214 8700

BLOEMFONTEIN
Tel: 051 448 8120

CAPE TOWN
Tel: 021 422 3167

CENTURION
Tel: 012 658 0176

DURBAN
Tel: 031 562 0068

EAST LONDON
Tel: 043 726 0615

POLOKWANE
Tel: 015 296 0370
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