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Corporate Governance

CORPORATE GOVERNANCE PRINCIPLES
The Board of Directors and management of Nurcha are
committed to maintaining the highest standards of
corporate governance, which they see as fundamental in
discharging their responsibilities. They embrace the
recommendations of the King Code on Corporate
Governance, and continuously review and benchmark
Nurcha's corporate governance structures and processes.
The Board is committed to an open and transparent
governance process that gives its stakeholders the
assurance that it is ethically managed in accordance with
best practice, the relevant legislation, and predetermined
risk parameters. The Board strives for the highest standards
of infegrity and accountability, and each director brings
independence of character and judgement fo the role.

STRATEGIC OBJECTIVES AND BUSINESS

PLANNING

The Board, actfing on the recommendations from
management, is responsible to sfakeholders for setting the
strategic direction, through defining objectives and key
policies, which are then cascaded throughout Nurcha.
Management is charged with defailed planning and
implementation of these strategic objectives within
appropriate risk parameters. Progress towards the
achievement of strafegic 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.

Nurcha submitted a three-year corporate plan and budget
to National Treasury as required by the Public Finance
Management Act, No 1 of 1999 (PFMA|. The plan,
outputs and projections are based on continued growth
and consolidation of the current Nurcha business as
agreed by the Board and the stakeholders.
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ORGANISATIONAL REPOSITIONING

Nurcha has reviewed its structures and is repositioning ifself
by aligning itself with its intermediaries. This is done with a
view fo creating greater efficiency, better co-ordination and
reducing confusion in the marketplace about the respective
roles of Nurcha and its infermediaries. The defails of the
alignment process are reflected in the Managing Director’s
Report.

PERFORMANCE MANAGEMENT

The Board is accountable to the Department of Housing in
terms of the PFMA, and has signed a shareholder
agreement with the Department. A corporate plan has
been submitted together with performance measures and
fargefs against which Nurcha and its performance is
assessed.

Each year Nurcha sefs targets to fund confracts that lead to
the delivery of housing and related infrastructure and
community facilities in the low-income market. In turn, this
contributes fo the development and maintenance of
sustainable human setilements, 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 is used as a basis fo
compile operational business plans and is a tool to
measure and report on performance. The operational
business plans are further cascaded info individual
performance contracts.

Nurcha delivers accurate and reliable reports fo ifs major
stakeholders, which are the Government of South Africa,
through the Department of Housing, and the Soros
Economic Development Fund (SEDF).



GOVERNANCE STRUCTURES
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schedule on page 8.

The Board's responsibility is to ensure that the Company
fulfils its mission; honours its legal and contfractual
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 obijectives; operates within
appropriate riskmanagement parameters; and that it does
so efficiently, effectively, ethically and equitably.

The Board has delegated responsibilities for compliance on
an operational basis o senior management and maintains
oversight thereof. It has defined levels of materiality for the
business and has delegated relevant matters to the
executive directors and senior management based on
delegation of authority. However, it has full and effective
control over the Company and oversight of management
activities.

Nurcha has received substantial funding from stokeholders.
The Board ensures 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.

acto I’)

The Board has continued with its responsibility of guiding
and reviewing sfrategy, 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 a unitary board with a non-executive
chairman. The Board charter allows for a maximum of

16 directors. Three non-executive directors resigned

or retired during the year under review. As at 31 March
2009 there were 12 board members of which eight were
non-executive directors. Seven of the non-executive directors
are independent of management and free from any
relationship that could materially interfere with the execution
of their independent judgement.

The roles of chairperson and managing director are
separafe with segregated duties. Formal guidelines for the
process of rofation were approved by the Board during the
year. Non-executive directors are appointed for a three-
year period, and are eligible for reappointment depending
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Corporate Governance continued

on their past contribution to the Board and future
availability to serve on the Board. The Board meets at least
three times in a year in accordance with the Board charter.
The decision fo have three meetings was agreed fo by the
Board due to Nurcha's section 21 status and ifs size.

Appointment of Directors and evaluation

There is an open process to appoint Board members,
where nominations and expressions of inferest are
requested from the members of the public and from
stakeholders. New Board members are appointed in
consultation with the Government and SEDF.

Non-executive board members are appointed in such a
manner that they enhance each others’ skills in different
fields. The members bring fo the Board a wide range of
significant financial, technical and other expertise. They
bring independent perspectives and judgement on
corporate governance and overall sirategy. Board
members' business experience enables them fo evaluate
strategy and act in the Company's best interest.

The recruitment of non-executive directors is followed by a
proper induction before new directors commence 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. The recruitment
process for more directors starfed in January, and as at the
end of the financial year a shortlist of pofential candidates
had been approved.

The Board conducts an annual selfevaluation of ifs
performance and that of ifs supporting committees.
Directors complefed an annual evaluation questionnaire
with regard fo 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 constantly.

Board members are paid on the basis of their attendance
at meetings. The Board chairman and the committee
chairpersons are paid a monthly refainer in addition to the
aftendance fees.

The Board approved formal guidelines for the appointment
and retirement of non-executive directors and the renewal
of Board and committee members’ terms of office.

Delegation of authority

The Board, as an Accounting Authority, has delegated
some of the powers entrusted fo it to the Managing
Director, in terms of the PFMA. Non-executive directors are
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free to meet and discuss issues without the executive
directors. The Board is also able fo solicit independent
professional advice af 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 Mr K Oliver,
and Ms M Nkomo. Mr Y Gordhan resigned during the
year. All the committee members are independent non-
executive directors. Mr C de Beer ([Managing Director)
and Mr S Nxusani (Financial Director) are expected to
attend the Audit Committee meetings.

The Audit Committee has been established to assist the
Board fo discharge its duties relating to the safe-
guarding of assets, the operation of adequate systems,
confrol 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 af least three
independent non-executive directors. The maijority of 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 fo assist and
advise the committee in the execution of its dufies.
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 the external and internal
auditors, the Managing Director, the Financial Director,
and the Financial Manager. Other executive directors
aftend the meetings by invitation. This committee meets
four times a year on average.

As a small company, 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 fo assist the directors o
discharge their duties relating fo the safeguarding of
assets and records, the idenfification and management
of material business risks, advising on the internal and
external audits, accounting standards, internal confrol
and reviewing of financial information which is
provided to the relevant stakeholders. The committee
assesses, monifors 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 of Housing
comply with Generally Recognised Accounting Practice
(GRAP) in ferms of the Accounting Standards Board.

The Audit Committee has adopted formal terms of
reference and the committee is safisfied that its activities
for the year were in compliance with its ferms of
reference. The terms of reference were reviewed to
comply with the new Corporate Laws Amendment Act.

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

The other members are Mr T Nzimakwe, Mr S Paperin,
Mr W Ndodana, Mr C de Beer, Mr S Nixusani,
Mr Ggwetha and Ms | Strelitz.

The Financial Risk Committee (FINCOM) has been
esfablished fo assist the Board fo 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 refurns 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 sefting 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
enfrepreneurial development.

= The Human Capital and Transformation Committee
This committee is chaired by Ms Z Rylands.

The other members are Ms M Nkomo, Mr K Shubane,
Mr C de Beer, Mr S Nxusani and Mr V Ggwetha.

The purpose of the committee is to ensure that Nurcha
maximises the effectiveness, energy and commitment of
staff, management and directors with respect o
Nurcha's mission. The committee further ensures that
Nurcha's human resources, procurement and business
practices reflect a commitment fo the creation of an
equitable, non-acial, non-sexist society.

This committee reports on compliance with the
Employment Equity Act, No 55 of 1998 and on other
fransformation issues. It meets, on average, three fimes
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, as
determined by the Human Capital and Transformation
Committee, are fairly applied fo 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 of the chairpersons of the
various committees of the Board and is chaired by the
chairperson of the Board. The committee meets af least
twice a year.

RISK MANAGEMENT

The Board ensures that the key strategic and business risks
of the Company are identified, and that management has
adequate policy and procedures in place to manage the
maijor risks faced by the Company. The Board receives
regular reports from management and other assurance
providers, such as the external and internal auditors. This
shows that there are systems that are implemented to
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Corporate Governance continued

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 fakes info account the risks involved in the
business activities and to measure the impact and extent of
the risk on 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 sfaff 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:

* loan default risk

e Risk of not finding markets

e Insufficient income and financial capacity risk

® Risk of dependence on intermediaries

* |CT system failure risk

e Repufation risk

®  Compliance risk in relation to funding agreements and
credit policies

® Risk of staff capacity and effectiveness

e Fraud risk

Due to the inherent nature and complexity of Nurcha's risks,
stringent riskmanagement siructures and processes are in
place, but there is a balance between the desire to
achieve our sfrategic objectives and the level of risk
Nurcha is willing to tolerate in the process. Lloan 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
maijor risk at Nurcha, and credit controls are always
managed in such a manner that Nurcha remains financially
sustainable in the long ferm.

While individual executive direcfors and managers retain
primary responsibility for managing the risk originating from
their operations, the Infernal Risk Committee is responsible
for ensuring that risks are identified, managed and
controlled, and reported fo the Audit Committee. Adequate
systems of infernal 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 Profected Disclosures Act, No 26 of
2000. The plan articulates the procedures for reporting
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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 cases of suspected
fraud. The hotline is also accessible to contractors,
developers, intermediaries and the public who would like
fo anonymously report unethical behaviour.

CODE OF CONDUCT AND ETHICS

As a lending insfitution, Nurcha has a responsibility to
conduct its affairs prudently and to safeguard stakeholders’
inferests. 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 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, fransparent and
responsible, and that they are therefore held accountable.

All directors and personnel are obliged to declare their
financial 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 Procurement Committee have
fo declare their inferest in every confract that is approved.
There is an established gift register to be signed by staff
when receiving gifts with a value over a cerfain amount.

Interests are declared in all Internal Credit, Procurement
and Tender Control Committees meefings. 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 sfatute
and required fo 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.

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.



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, firstaid representatives and fire fighters who
have been frained 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 affer the financial yearend
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.

Nurcha's request for an extension of its income tax
exemption status was approved by SARS refrospectively.

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
is conducting its selfFassessment 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 fairess and fransparency in
the selection of business suppliers. 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
confinuously sfrives 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.

A staff survey was done by the Employment Equity and
Skill Development Committee on the organisational energy
within Nurcha.

COMPANY SECRETARY

The functions of the Company Secrefary are in line with the
requirements of the Companies Act. The Company
Secrefary is a source of guidance and advice fo the
Board, and within the Company, on matters of ethics and
good governance. 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
refurns are accurate, correct and up fo 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 from last year, but the Board
believes Nurcha has sufficient resources fo meet ifs
ongoing commitments. Adequate arrangements for future
operations are being made with the major stokeholders
and other public entities, guarantors, financial institutions
and the privafe sector.

INTERNAL CONTROLS

The authority to manage internal controls has been
delegated to the Managing Director by the Board in ferms
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 infernal control systfems to manage
those risks. The Board believes that the system of infernal
confrol provides reasonable, but not absolute, assurance
on the effectiveness and efficacy of controls. The Board is
satisfied that management is attuned fo the major aspects
of business risk, and believes that Nurcha is making
progress to operafe an adequate system of internal confrol
fo identify and manage operational and financial risks.

The system of internal control is regularly reviewed and
fested to sufficiently manage the Company risks that have @
significant impact on the business. The Business Continuity
Plan was reviewed during the year and there have been
areas that need improvement. Management is
implementing the recommendations of the infernal auditors
fo ensure the security of the Company's operational
capability in the event of a disaster. Major progress has
been made in the implementation of the new structured
loan management system, but there are sfill challenges.
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Corporate Governance continued

The finalisation of the system will result in the improvement
of management reporfing on provisions, ageing,
profitability, risk management and project administration.

Control systems include clearly defined lines of
accountability and delegation of authority, and provide for
full reporting and analysis against approved budgets and
adherence fo 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 fo identify gaps and action

Attendance at meetings held during the financial year

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.

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 confrols.

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 2 2
2.Mr T Nzimakwe 3 3 5 5 3 3 2 2
3.Mr A Canter 3 3 3 3 2 2
4.Ms Z Rylands 3 2 3 3 2 2
5.Mr K Oliver 3 3 5 5
6. Mr S Paperin* 3 2 3 1
7. Ms W LucasBull 3 0
8. Mr H Sturz* 3 0
Q.MrY Gordhan 3 1 5 2
10. Mr W Ndodana 3 2 3 3
11. Ms M Nkomo 3 1 5 3 3 3
12.Mr C de Beer# 3 3 5 5 3 3 3 3 2 2
13. Ms | Strelitz# 3 3 5 5 3 3
14.Mr S Nxusani# 3 3 5 5 3 3 3 3
15. Mr V Gawetha# 3 2 5 4 3 3 3 3

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

The following direcfors resigned during the financial year:
Ms W Lucas-Bull 30 May 2008

Mr H Sturz 7 October 2008

MrY Gordhan 3 September 2008

# Executive directors.

* These directors are resident in the United States. They are furnished with the relevant documentation on the basis that any relevant input is provided to the Managing

Director who will make it known at the meeting.
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Certificate by Company Secretary

It is hereby certified, in terms of the Companies Act, that
for the year ended 31 March 2009 the Company has
lodged with the Registrar of Companies all such refurns as
are required of a company incorporated under section 21
of the Companies Act, in terms of this Act, and that all
such refurns are frue, correct and up fo dafe.

Ntsiki Ndzimbomvu

Company Secrefary

18 August 2009
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Audit Committee Report

The Audit Committee is pleased to present their report for
the financial year ended 31 March 2009 in accordance
with the Treasury Regulations and the PFMA.

and approved the internal audit plan for the year. So
far, we are satisfied with the cooperation between the
infernal 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

AUDIT COMMITTEE’S RESPONSIBILITY
The Audit Committee reports that it has complied with its
responsibiliies arising from section 51 (1) [a) of the PFMA

and Treasury Regulations 27.1.7 and 27.1.10 (b] and (c). responses.

Section 55 (1] [a) of the PFMA states the following: 4. Monitoring the definition of risks and the
adequacy and efficacy of risk management

The accounting authority must ensure that the public entity B e I N
processes

has and maintains:
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
confrols. Concerns that have been raised by the
infernal auditors have been noted and the committee

| effective, efficient and transparent systems of financial
and risk management and internal controls;

l. a system of infernal 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;

. - will ensure that they are addressed in the upcoming
ll. an appropriate procurement and provisioning sysfem

which is fair, equitable, transparent, competitive and
cost effective; and 5. Examination and review of the financial
statements and accompanying reports
During the year, the committee examined and reviewed

year.

IV. a system for properly evaluating all major capital

projects prior fo a financial decision on the project.

the quarterly reports on the operational and financial
The Audit Committee reports that it has met five times

during the financial year, evaluated its performance,
reviewed its ferms 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.

performance of the Company. The committee has
reviewed the annual financial statements for the year
ended 31 March 2009.

The committee confirms that the annual financial
statements have been prepared in accordance with
International Financial Reporting Standards (IFRS). Al

1. Appointment and oversight of the external provisions and contingencies have been reviewed and

auditors
The commitiee maintains a professional relationship with
the external auditors and coordinates activities between

disclosed. The external auditors’ management letter has
been reviewed and the Audit Committee has safisfied
itself with management’s responses.

external and infernal auditors. We have reviewed the
engagement lefter 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 safisfied
with the auditors’ independence.

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 statfements should be
accepted and read together with the report of the

independent external auditors.
2. Monitoring the Company’s compliance with

legislative, regulatory, contractual and
other obligations

We have continued fo monitor that management
complies with legislative, regulatory and other
confractual obligations.

3. Appointment of internal auditors, and
review of internal controls
The committee reviewed the performance of the
internal auditors, was satisfied with their performance

Thulani Nzimakwe
Chairperson — Audit Committee

18 August 2009
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Report of the Independent Auditors

INTRODUCTION

We have audited the annual financial statements of
Nurcha which comprise the balance sheet as at

31 March 2009, the income statement, the statement of
changes in equity and cash flow statement for the year then
ended, a summary of significant accounting policies and
other explanatory notes, as set out on pages 16 to 32.

DIRECTORS’ RESPONSIBILITY FOR THE

FINANCIAL STATEMENTS

The directors are responsible for the preparation and fair

presentation of these financial statements in accordance

with International Financial Reporting Standards and in the
manner required by the Public Finance Management Act,

1999 (Act No 1 of 1999) (PFMA), and the Companies

Act, No 61 of 1973, as amended. This responsibility

includes:

* designing, implementing and maintaining internal
confrol 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
circumsfances.

AUDITOR’S RESPONSIBILITY

As required by section 188 of the Constitution of the
Republic of South Africa, 19906, read with section 4 of the
Public Audit Act, 2004 (Act No 25 of 2004), our
responsibiﬁf\/ is fo express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with Infernafional
Standards on Auditing and General Notice 616 of 2008,
issued in Government Gazette No 31057 of 15 May
2008. Those standards require that we comply with ethical
requirements and plan and perform the audit fo obtain
reasonable assurance 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
audifor 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 circumsfances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control.

An oudit also includes evaluating the:

* appropriateness of accounting policies used;

* reasonableness of accounting estimates made by the
management; and

* overall presentation of the financial stafements.

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

OPINION

In our opinion, the annual financial statfements present
fairly, in all material respects, the financial position of
National Urban Reconstruction and Housing Agency at
31 March 2009 and the results of its operations and
cash flows for the year then ended in accordance with
Infernational Financial Reporting Standards and in the
manner required by the PFMA and by the Companies
Act, 1973,

Nkonki Inc.
Registered Auditor
Per B Mungofa

Chartered Accountant (SA)
Registered Auditor

18 August 2009
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Directors’ Report
for the year ended 31 March 2009

The directors have pleasure in presenting their report for the
year ended 31 March 2009.

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 ferms of the Public Finance
and Management Act. It was established in 1995 as a
partnership between the South African Government
represented by the National Department of Housing and
Soros Economic Development Fund (SEDF).

Nurcha's mandate is fo 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 fo confractors and developers either directly or
through intermediaries;

e facilitates lending to contfractors 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 33.

DIRECTORS’ RESPONSIBILITY FOR THE
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, Infernational
Financial Reporting Standards have been followed,
applicable accounting assumptions have been used while
prudent judgements and estimates have been made.

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

The financial stafements were approved by the directors on

18 August 2009,

INTERNAL CONTROLS

Management of the Company is commitied fo building a
controlsbased environment which is conducive to accurate,
complefe 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. A decision was taken in previous
years that Nurcha's own cash resources should be used
over borrowed funds. This resulted in significant reduction
of cash and cash equivalents from R182 million in 2008 to
RO1 million in 2009. Management has now decided to
change this decision and in future both Nurcha funds and
available facilities, including a First National Bank (FNB)
facility, will be used to finance growth in business.

The FMO loan facility to Joint Equity Investment in Housing
(Pty) Limited [JEIH] for an amount of €5,70 million is due
for repayment. A decision was faken fo limit this facility to
an equivalent of R45 million. The first instalment is due on
22 November 2009. Negotiations have started with other
funders to replace this loan facility.

The financial statements support the viability of the
Company and the Group.

PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment were acquired at a cost of
R262 358 (2008: R532 388). There were 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 yearend

were as follows:

Accumulated surplus

Non-cash guarantee facilities secured
Overdraft facility

SEDF loan for construction finance
FMO loan for constfruction finance

Total capacity before contingent liabilities

Commitments relating to loans and guarantees signed and

issued by Nurcha

2009 2008
R’000 R'000
pZYGCy(oll 733 376
182 805 154 286
85 000 85 000
61 660 61 660
45 000 /3 080
621 835 NNelOyiey;
437 968 EEAEEES

PROJECT LOSSES

Project losses of R6,6 million (2008: Nil) were incurred as
a result of defaults on loans. The main contributor is
projects in Limpopo province.

PROVISION FOR PROJECT LOSSES

During the year under review, provision for project losses
increased by RO million (2008: R18,9 million). The
increase in provision is mainly due fo administrative delays
and difficulties on projects, resulting in contractors not
being able fo repay loans to Nurcha on time. The
investments in and loans fo construction projects have
increased significantly during the year. An increase of
R145 million (56%) is reported during the year compared
fo the 2008 financial year.

NURCHA FINANCE COMPANY (PTY)
LIMITED (NFC)

Nurcha, through ifs subsidiary NFC, continued its role as
primary lender of the FNB facility secured by OPIC

and SAFE.

NFC has lent R380,7 million (2008: R31/,6 million) to
confractors during the year, using intermediaries to manage
aspects of the loan book on its behalf.

There were no withdrawals from the first loss account of
R20 million during the year.

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
Infernational Standards on Auditing and have reported their
findings in the audit report on page 11.

POST-BALANCE SHEET EVENTS
No significant events occurred between yearend and the
date of this report.
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Directors’ Report continued
for the year ended 31 March 2009

DEVELOPMENT OUTPUTS/LOAN CONTRACTS SIGNED DURING THE YEAR

The following table provides information on the loan contracts signed during the 2008,/09 financial year in relation

fo plans:
Contracts Houses/sites Houses/sites
signed in contracts completed
Budget Actual Budget Actual Budget Actual
Subsidy housing 75 60 34 797 27 672 15527 14 657
Affordable housing (including serviced sites) 20 12 2 035 1184 2 826 2 4472
Serviced sites (subsidy housing) - - - - 993 838
Infrastructure,/community facilities 61 64 n/a n/a 26 28
Loans signed Project values
(R million) (R million)
Budget Actual Budget Actual
Subsidy housing 207.7 169,7 1631,5 1 268,8
Affordable housing (including serviced sites) 190,/ 93,3 1 246,6 487,5
Serviced sites (subsidy housing) - - - -
Infrastructure,/community facilities 100,0 149,9 604,2 928,9
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The Nurcha Group consists of five companies: Nurcha, Nurcha Finance Company, Nurcha Equity Services, Nurcha
Development Finance and Joint Equity Investment in Housing. The structure is as follows:

it H;

racto s “ fractors

Y Y

financing H“""HNMNNWW

- —————

Hnding institutions

-

Loans to established contractors Loans to small /emerging contractors
and developers and developers

-
-

The annual financial statements represent the performance of all five companies.

The annual financial statements as set out on pages 16 to 32 have been approved by the directors and are signed on their

behalf by Mr K Shubane and Mr C de Beer.

i =

K Shubane C de Beer
Chairman — Board Managing Director
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Balance Sheet
as at 31 March 2009

Note

ASSETS
Non-current assets

Investments in and loans fo construction projects
Loans receivable/investments in subsidiaries used
for construction projects

Property, plant and equipment

Infangible assets

Current assets

Investments in and loans fo construction projects
Trade and other receivables
Cash and cash equivalents

Total assets
EQUITY AND LIABILITIES

Permanent capital grants:

Formation grant
Accumulated surplus

Non-current liabilities

SEDF loan
OSI specialised loan
FMO loan

Current liabilities

Trade and other payables
FMO loan

Bank loans secured by guarantees from sponsors

Total equity and liabilities
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Consolidated
2009 2008
R’000 R'000

35 714 27 390

34 342 26 344

858 1 046
514 -

423 152 381 958

330 960 199 936
1254 265
90 938 181 /57

I
458 866 [EEIORCY:]

285 670 271 676

38 300 38 300
247 370 233 376
43 623 47 533

33 413 30 547
- 10 845
10 210

6 141
129 573 @0 139
81

8 362 8 256
15 000
106 211 883

458 866 [EEIOCRKYE]

Company
2009 2008
R’000 R'000

137 407 124 058
32 446 22 841

103 589 100 171
858 1 046
514 -

238 208 230 416

168 140 /8 923
1043 55
69 025 151 438

375 615 354 474

333 840 307 058

38 300 38 300
ZASISlO 268 /58

33 413 41 392
33 413 30 547

375 615 354 474




Note

Income from operations

Inferest on money market investments
Inferest and fees on project investments
Less: Interest paid

Other income

Net surplus before administration expenses
Administration expenses

Net operating surplus before project losses
Provisions for project losses and losses

Increase in provision for project losses
Project losses written off

Surplus/(deficit) before extraordinary items
Grants received — OS| specialised loan

Surplus/(deficit) for the year

Income Statement
for the year ended 31 March 2009

Consolidated Company
2009 2008 2009 2008
R’000 R'000 R’000 R'000
49 259 33 791 55 884 38615
13 519 18 678 11 069 16 863
53 097 29 Q49 47 681 25 385
(17 357) (14 836) (2 866) (3 633)

2 660 1568 2 660 1568
51 919 35 359 58 544 40 183
(36 089) (30 671) L0161 (30 624)
15 830 4 688 22 476 Q 559
(12 681) (18 Q06) (6 538) (8 234)

GHEE (18 900) (19) (8 234)
(6 571) = (6519) -
3149 EEWPRIARIE 15 938

13 369 -

13 369 -

16 518 EWPEAEN 29 307
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Statement of Changes in Equity

for the year ended 31 March 2009

Non-
distributable

Formation reserve for
grants accumulated Accumulated
received surplus total
Note R’000 R’000 R’000
GROUP
Balance as at 31 March 2007 38 300 228 601 266 901
Grant received — SA Government - 18 993 18 993
Deficit for the year - (14 218) (14 218)
Balance as at 31 March 2008 38 300 233 376 271 676
Prior year adjustment
— OSl loan reclassified as grants received 23 (2 524) (2 524)
Surplus for the year 16 518 16 518
Balance as at 31 March 2009 247 370 285 670
COMPANY
Balance as at 31 March 2007 38 300 248 439 286 739
Grant received — SA Government - 18 993 18 993
Surplus for the year - 1325 1325
Balance as at 31 March 2008 38 300 268 758 307 058
Prior year adjustment
— OSl loan reclassified as grants received 23 (2 524) (2 524)

Surplus for the year
Balance as at 31 March 2009
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29 306
295 540

28 906

333 840



Cash Flow Statement
for the year ended 31 March 2009

Consolidated Company
2009 2008 2009 2008
Note R’000 R'000 R’000 R'000

Cash from operating activities

Cash flows from investing activities

Additions to loans to projects

Increase in investment in subsidiaries
Proceeds on disposal of fixed assets
Proceeds on disposal of other investments
Acquisition of fixed assets

Acquisition of infangible assets

Cash flows from financing activities
Increase in loans obtained

Grants received — SA Government

Net cash used

Balance at beginning of year

Balance at end of year

26 684 8 498 BTN 14 035
EVIRCIEN (77 266) MEDERo (80 004)
@45 132) BEEY] (o8 842) BEEEPAL

- BNEREE (22 956)
25 8 25
1 920 = 1 920

(262) (532)
- (514) -

28 398 34 020 18 993

28 398 15027 -
- 18 993 18 993
|

(90 820) BKIWZEY (82 414) PRIV
181 757 216 505 Prulsnivikets] 1908 414

90 938 181757 69 025 151 438
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Notes to the Annual Financial Statements
for the year ended 31 March 2009

1. ACCOUNTING POLICIES
1.1 Basis of preparation
The financial stafements incorporate the following principal accounting policies, which are consistent with those
applied in the previous year. The Company adopted International Financial Reporting Standards (IFRS) for the
first time in the 2006 year.

These consolidated financial stafements are prepared in accordance with, and comply with IFRS and the South
African Companies Act of 1973. The consolidated financial statements are prepared in accordance with the
going concern principle under the hisforical cost basis as modified by the revaluation of financial assets to fair
value through the income sfatement.

In oddition, 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 and operating policies of an entity so as to obfain benefits from ifs activities.

Infercompany fransactions, balances and fransactions 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 association 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 association are,
therefore, non-distributable, including the accumulated surplus which represents the surplus of income earned
over expenditure since incepfion.

1.4 Property, plant and equipment
Property, plant and equipment is stated af cost less accumulated depreciation using the sfraightline 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 fo use. These costs are amortised over the estimated useful life of three years.

Change in accounting policy

Previously the cost of software was written off on acquisition. During the year the policy was changed, and now
software costs are capitalised. There was no effect on the accumulated surplus as the affected asset only
qualified to be capitalised in the current period. Refer to note 6.

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 frade 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
statfement 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-eceipt 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 cerfain cases sponsors reimburse the Company for losses incurred.

1.9 Financial instruments
Financial instruments are initially measured at cost, which includes fransaction 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 assefs, being originated loans and receivables not heldfortrading, are measured at amortised cost
using the effective interest rafe 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 ifs 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
ltems 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 inferest rate
method. In the case of shortterm payables, the impact of discounting is not material and cost approximates
amortised cost.

1.12 Revenue
Revenue comprises inferest received and fees earned on projects. Inferest 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 acrued 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 fo 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 infegral 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 operatfing leases are recognised in the income stafement on a straightline basis over the
ferm of the lease.

TAXATION

The Company is exempted from income tax in ferms of section 10()(cN) of the Income Tax Act.
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Notes to the Annual Financial Statements continued
for the year ended 31 March 2009

Consolidated Company
2009 2008 2009 2008
R’000 R'000 R’000 R'000
3. FINANCIAL ASSETS

Investments in and loans to construction projects 402 076 WAFEPIN 214 518 113 874
Provision for project losses (36 774) (2SRSIN  (13°932) (12 110)
365 302 AW 200 586 101 764

Non-current 34 342 26 344 32 446 22 841
Current 330 960 199 936 RNt iTe) /8 923

365 302 226 280 FZeloste(s 101 764

The above loans bear interest at rates ranging between
13,0% and 19,0% per annum, are secured and are
repayable on completion of the projecis:

31 March 2010 330 960
31 March 2011 7 752
31 March 2012 7 632
31 March 2013 10 589
31 March 2014 6 005
31 March 2015 442
31 March 2016 361
31 March 2017 412
31 March 2018 475
31 March 2019 319
31 March 2020 122
31 March 2021 141
31 March 2022 Q2

365 302

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

4. LOANS RECEIVABLE/INVESTMENT
Loans to wholly owned subsidiary companies
Nurcha Finance Company (Proprietary) Limited
— used for RMB/OPIC loan
Nurcha Equity Services (Propriefary] Limited
— used for FNB loans
Nurcha Development Finance (Proprietary) Limited
— used for established infrastructure contractors
Joint equity investment in housing (Propriefary)
Limited
— used for emerging infrastructure contracfors

57 050 45 281
8 887 28 667

1 840 1837

35 812 24 385

Loans receivable 103 589 100 170
Investments in wholly owned subsidiary

companies 1 1

Total investment in Group companies 103 590 100 171

Refer to note 19.3.
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Furniture

Computer and
equipment equipment Leasehold Total
5. PROPERTY, PLANT AND EQUIPMENT
Consolidated summary
Cost
At 1 April 2007 1134 982 774 2 891
Additions 141 363 29 532
Disposals (33) - - (33)
At 31 March 2008 1242 1 345 803 3 390
Additions
Disposals
At 31 March 2009
Accumulated depreciation
At 1 April 2007 (207) (764) [260) (1931)
Depreciation (147) (125) (158]) (424)
Disposals 11 - - 11
At 31 March 2008 (1 037) (889) 418) (2 344)
Depreciation (147) (131) (167)
Disposals 261 (12) -
At 31 March 2009 (923) (1 009) (585)
Net book value
At 1 April 2007 227 218 514 Q60
At 31 March 2008 205 456 385 1 046
At 31 March 2009 220 381 PASY 4 858
Note:
There are no fixed assets in the subsidiary companies and, accordingly, the Company and the Group figures are identical.
Systematic
loan
information
management
system — SLIM Total
6. INTANGIBLE ASSETS

Consolidated summary

Cost
At 31 March 2008 - -
Additions 514 514
At 31 March 2009 514 514
Note:

There are no intangible assets in the subsidiary companies and, accordingly, the Company and the Group figures are identical.
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CASH AND CASH EQUIVALENTS
Money market notice and call deposits held for the

purpose of funding potential lending programmes
Cash at bank and in hand

Commitments relating to guarantees
approved and agreements signed

FORMATION GRANTS

Formation grants received from

SA Government — Department of Housing
Open Society Institute of New York

Total

AMOUNT AVAILABLE FOR CONSTRUCTION
FINANCE
9.1 Accumulated surplus

Add:

(a) Overdraft capacity secured by guarantee

— Overseas Private Investment Corporation (OPIC)
— South Africa Financing Enterprise Inc (SAFE)

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

(c) SEDF loan available for construction finance

(d) FMO loan available for construction finance

Total consolidated capacity

less:
9.2 Construction finance capacity committed
Loans granted and committed

Total capacity still available

24 NURCHA 2009 ANNUAL FINANCIAL STATEMENTS

Consolidated

2009
R’000

84 552
6 386

90 938

437 968

20 000
18 300

38 300

247 370

182 805

137 104
45 701

85 000
61 660
45 000

621 835

437 968

183 867

Notes to the Annual Financial Statements continued
for the year ended 31 March 2009

Company
2009 2008
R’000 R'000

64 514
4 511

69 025

236 987

295 540

61 660

357 200

236 987
120 213

147 078
4 360

151 438

136 077

20 000
18 300

38 300

268 758

136 077
194 341




Consolidated Company
2009 2008 2009 2008
R’000 R'000 R’000 R'000

10. SEDF LOAN
Soros Economic Development Fund advance repayable in
seven years in SA Rands with a bullet payment on
6 February 2016 on an interestfree basis 61 660 61 660 61 660

Present value of loan at a discount rate of 9% (2008: 9%) 25 153 25 153 25153
Accrued interest to 31 March 8 260 8 260 5394

Balance sheet value 33 413 33 413 30 547

The loan from SEDF, which is Rand-denominated, is inferest
free, unsecured and repayable in seven years' time.

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

11. OSI SPECIALISED LOAN
The loan is Rand-denominated, interest free, unsecured and

only repayable on 31 July 2010 13 369
Present value of loan at a discount rate of 9% (2008: 9%) 8 539
Accrued inferest to 31 March 2 306
Balance sheet value 10 845

During the year, Nurcha was released of its obligation

of repaying the OSI specialised loan. Therefore the loan
has been reclassified into an unconditional grant received.
The loan had been fair valued. The fair value gain

balance that had not been released tfo the income statement
was reversed against accumulated surplus as follows:

Lloan balance
Accumulated surplus

Reclassified to grants received — OSI
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Notes to the Annual Financial Statements continued

for the year ended 31 March 2009

12. FMO LOAN

The loan is Rand-denominated, unsecured and bears inferest
at prime minus 1,5%. The loan is repayable in three equal

instalments, effective from 22 November 2009.

Non-current portion
Current portion

Total

13. BANK LOANS
These loans are secured as set out below:
13.1 Secured by guarantees from sponsors
First National Bank — OSI
First National Bank — SAFE and OPIC

13.2 Secured by cash security deposits
First National Bank
First Nafional Bank

13.3 Secured by pledge of housing contractor loans

14. OTHER INCOME
Recovery of operating costs from FMO
Profit on sale of other investments
Project loss recovered

Total
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Consolidated
2009 2008
R’000 R'000

38 34
20 000 20 000

116 120 EEICVEXN)

1 538 491
— 1076
1122 -

Company
2009 2008
R’000 R'000

5000
US$20 000



15. PROVISIONS FOR PROJECT LOSSES

15.1 Provision raised this year

Previous year provision brought forward

Adjusted by:

Additional provisions raised
Used for project losses
Provisions no longer required

Amount atfributed to loans and investments deducted

to show fair value

15.2 (Increase)/decrease in provisions for project losses

charged in income statement

15.3 Composition of provision for project losses

Specialised lending

Affordable housing

Nurcha direct finance

Infrastructure established contractors
Infrastructure emerging contractors

Subsidy housing established contractors
Subsidy housing emerging contractors

16.

(DEFICIT)/SURPLUS FOR THE YEAR
Is stated after charging:
Audit fees

— statutory audit

— other services
Consulfing fees
Operating lease charges
— premises

— equipment

Depreciation

— computer equipment

— fumiture and fittings

— leasehold improvements

Directors’ emoluments — refer to note 26

- fees
— for executive services

Profit on disposal of fixed assefs
Treasury and guarantee fees

— freasury management fees
- guarantee raising fees

Consolidated
2009 2008
R’000 R'000

30 664 [RRIVAT

SRl 18906
16 138 IR
(6 472) -
3 556) RV
36 773 KLY
(6 110) BAERS

1238

4 389
1 340
3 501
4 253
22 052

36 773

599

536
63

3 094

1 097
41

445

147
131
167

5 706

51510)
5 156 |

) (3)
295 514

PASK] 513

Company
2009 2008
R’000 R'000

13 913
19

7 829
(6 090)
(1 720)

MRCHCICH

19

1238

4 389
1 340

1 586
5 379

13 932

5679
8 234

8 474

[240)

(8 234)

1 494
1 803
4 389

475
5752

13913

746
746

2 394

1228
38

424

141
125
158

5277

556
4721

(3
514

513

NURCHA 2009 ANNUAL FINANCIAL STATEMENTS 27




Notes to the Annual Financial Statements continued

for the year ended 31 March 2009

17. CASH FROM OPERATING ACTIVITIES
Cash generated from operating activities

(Deficit]/surplus for the year

Adjusted for non-cash flow items:

— Depreciation

— Interest accrued on SEDF loan

— Interest accrued on OSI loan

— Increase in provision for project losses

— Reclassification of OSI loan to grants received
Profit on disposal of fixed assets

Profit on disposal of other investments

Working capifal changes

Movements in gross receivables
Movements in accounts payable

18. OPERATING LEASE COMMITMENTS
The Company has property lease commitments for the
periods reflected below:
Within one year
Between two and five years

The Company has equipment lease commitments for the
periods reflected below:

Within one year

Between two and five years

Total operating lease commitments
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Consolidated
2009 2008
R’000 R'000

26 684 8 498

16 518

445
2 866

6 110
(13 369)
(2)

14 116

CER) 1184
15 105 (232)

1169 1169
612 612

Company
2009 2008
R’000 R'000

14 035

1325

424

2 620

- Q30

19 8 234

(13 369) -

(2 (3]

- (1 076)
1 350 1581
(987) 1238
2 337 343

1169
612
1781
4]
14
55
1 836




Consolidated Company
2009 2008 2009 2008
R’000 R'000 R’000 R'000

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

based on guarantees received from sponsors:
Overseas Private Investment Corporation {OPIC)
Dollars guarantee converted at R?,6213 per Dollar
(2008: R8,1203 per Dollar) 144 320 -
South Africa Financing Enterprise (SAFE) guarantee
converted af R?,6213 per Dollar (2008: R8,1203

per Dollar) 48 107 -
Nurcha cash 20 000 =
Total surety 212 427 -
Actual facility granted

Q5% of sureties available 201 805 -
Project losses to be split as follows:

First loss: R20 million 20 000 -
Thereafter: OPIC — 75% 136 354 -
SAFE - 25% 45 451 -
Actual amounts drawn down ]

Balance at beginning of year 78 608 53515 -
Amounts drawn down during the year <tOey@ 317576 -
Amounts repaid during the year (364 668) EEKICANYX) -
Interest 11 537 Q 460 -

1
Balance at 31 March 106 214 78 608 -

19.2 South African Government
Grant received = 18 993 18 993

19.3 Subsidiary companies
Transactions with subsidiaries are conducted at arm'’s
length and include administration fees and interest
charged by Nurcha
— administration fees - 4 340 5048
— interest - 13 929 Q172
Loans to subsidiary companies are shown in note 4.
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Notes to the Annual Financial Statements continued

for the year ended 31 March 2009

20. CUMULATIVE SUPPORT BY VARIOUS

SOROS FOUNDATIONS SINCE INCEPTION

Initial grant

Project losses paid

Savings grants paid
Administration expense grants
OSl specialised loans

Support received to 31 March 2007

OSl's share of guarantee commitment
Guarantees supplied — SAFE
$10 million as a 10-year loan facility — SEDF

Support received to 31 March 2009

$28 million potentially made available for
programme finance purposes

21. CONTINGENCIES
Contingent liabilities
lthala Bank — guarantee

22. FINANCIAL INSTRUMENTS
22.1 Business and credit risk concentration

Consolidated Company
2009 2008 2009 2008
R’000 R'000 R’000 R'000

18 300
8 801
5155

11 672

13 369

57 297 57 297

45 701 38 572 =
61 660 61 660 61 660

164 658 157 520 EEEelY

269 396 227 368 BAsieReiels)
1 089 1 089

18 300
8 801
5155
11672
13 369

57 297

61 660
118 957

227 368

1089

Financial instruments which potentially subject the Group fo concentration of credit risk are primarily cash, financial
assets, longerm investments and frade receivables. As regards cash, the Group deals with major financial institufions
in South Africa. Other longferm investments and advances are made with the appropriate levels of security where
considered necessary. The contractors, project managers and financiers with which the Group does business are
located entfirely 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 frends and other information.

22.2 Interest rate risk

The Group is exposed fo interest rate risk through its cash, financial assets, longterm investments and interestbearing
borrowings. The Company does not hedge ifs longerm interest exposure. Interest rate exposure is monitored and

managed by an outsourced corporate freasury funcfion.

22.3 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 an R85 million loan facility with First National Bank. The terms of this facility are subject to

periodic review.

22.4 Currency risk

Currency risk arises primarily from foreign guarantees. The Group is exposed fo foreign currency risk arising from @
guarantee from its sponsors, OPIC and SAFE, for the FNB,/OPIC facility. The guarantee is denominated in US dollars.
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Consolidated Company
2009 2008 2009 2008
R’000 R'000 R’000 R'000

. PRIOR PERIOD ADJUSTMENTS

During the year, Nurcha was released of its obligation of

repaying the OSI specialised loan. Therefore the loan has
been reclassified into an unconditional grant received. The
loan had been stated at fair value. On reclassification, the
unrealised portion of the far value gain was reversed.

The effect of the reclassification is as follows:
Adjustment fo the accumulated surplus

. POST BALANCE SHEET EVENTS

Subsequent fo the year end, the OPIC/FNB facility which
is backed by a US$20 million guarantee from OPIC

and SAFE, has devalued by R36 million due fo the
strengthening of the Rand.

. COMPARATIVE FIGURES

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

. DIRECTORS’ EMOLUMENTS

Executive directors

C de Beer — Salary 1210
— Bonus 138
— Travel 35
- Computer 5
— Provident 141
- Medical 20
Total 1 549
V Ggwetha — Salary 784
— Bonus 19
— Travel 42
— Provident 166
— Medical 14
Total 1025
S Nxusani - Salary 603
— Bonus 43
— Travel 120
— Provident 132
— Medical 24
Total Q22
J Strelitz - Salary 926
— Bonus 66 117
- Travel 99 108
— Computer 5 5
— Provident 60 55
- Medical 14
Total 1271 1225 1271 1 225
Total executive directors’ emoluments 5 156 4721 5 156 4721
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Notes to the Annual Financial Statements continued

for the year ended 31 March 2009

Consolidated
2009 2008
R’000 R'000

26. DIRECTORS’ EMOLUMENTS (continued)
Non-executive directors’ remuneration

Company
2009 2008
R’000 R'000

Y Gordhan 15 36
T Nzimakwe 105
W Ndodana 25 22
M Nkomo 34 40
K Oliver 39 36
Z Rylands 87 84
K Shubane 186 188
A Canter* 44 45
Total non-executive directors’ emoluments 550 556
Total directors’ emoluments 5 706 5277 5277
*Director fees of the non-executive directors are paid to their companies.
Budget Actual
27. KEY PERFORMANCE INDICATOR (KPI)

27.1 Value of loans signed (R'million)

Subsidy housing 20/.7 169,7

Affordable housing (including serviced sites) 190,7 93,3

Serviced sites (subsidy housing) - -

Infrastructure and community facilities 100,0 149,9
27.2 Houses/sites and infrastructure completed

Subsidy housing 15527 14 657

Affordable housing (including serviced sites) 2 826 2 442

Serviced sites (subsidy housing) 993 838

Infrastructure and community facilities 26 28
27.3 Project defaults (R'000)

Provision for project losses 31 804 36773
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