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DIRECTORS' REPORT

PRINCIPAL ACTIVITIES

RESULTS

SR

Profit before tax 15,677,020      

Tax charge (1,305,924)

Profit for the year 14,371,096      

Retained earnings brought forward 42,874,409      
Retained earnings carried forward 57,245,505     

DIVIDENDS

PROPERTY AND EQUIPMENT

DIRECTORS AND DIRECTORS' INTEREST

Ronald Cafrine (Chairperson) (As from September 6th, 2012)

Ronny Palmyre (Chief Executive Officer) (As from April 30th, 2012)

Bertrand Belle (As from September 6th, 2012)

Lise Bastienne (As from September 6th, 2012)

Daniel Frichot (As from September 6th, 2012)

Yves Choppy (As from September 6th, 2012)

Patrick Lablache (Upto August 31st, 2012)

Charles Bastienne (Upto August 31st, 2012)

Christian Lionnet (Upto August 31st, 2012)

Olsen Vidot (Upto August 31st, 2012)

Sitna Cesar (Upto August 31st, 2012)

The Directors are pleased to present their report together with the audited financial statements of the
Company for the year ended December 31, 2012.

The Company is engaged in the provision of finance to the housing sector. It also operates in sales,
leasing and rental of flats and houses. 

Additions to property and equipment of SR 672,631 during the year comprised computers, furniture and
fittings and equipment.  

The Directors are of the opinion that the carrying amount of property and equipment does not materially
differ from its fair value as at  December 31, 2012.

The Directors of the Company holding office as at December 31, 2012 are:

None of the Directors held an interest in the shares of the Company during the year under review.

The Directors did not recommend any dividends for the financial year under review (2011: Nil).
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INCOME STATEMENT - YEAR ENDED DECEMBER 31, 2012

Notes                    2012              2011

                       SR                 SR

Interest income 56,219,898     46,878,824    

Interest expense (12,132,274) (10,946,838)

Net interest 17 44,087,624     35,931,986    

Fee and commission income 895,304          1,646,017      

Fee and commission expense (31,371) (2,189,962)

Net fee and commission 18 863,933          (543,945)

Net interest, fee and commission 44,951,557     35,388,041    

Rental income 13,416,768     11,373,674    

Other income 19 357,257          885,250         

Operating expenses 20 (38,552,700) (36,708,124)

Profit before credit impairment 20,172,882 10,938,841

(Charge)/Write back of provision for credit impairment 6/10 (4,495,862) 6,237,234

Profit before tax 15,677,020     17,176,075    

Tax expense 13(b) (1,305,924) (2,620,802)

Profit for the year 14,371,096     14,555,273    

The notes on pages 8 to 24 form an integral part of these financial statements.

Auditors' report on pages 3 to 3(a).



HOUSING FINANCE COMPANY LIMITED

6

STATEMENT OF CHANGES IN EQUITY - YEAR ENDED DECEMBER 31, 2012

Share Capital Retained Contingency

Notes capital Reserve earnings Reserve Total

SR SR SR SR SR

At January 1, 2012 20,000,000    730,066,543    42,874,409    19,477,301    812,418,253

Profit for the year -                 -                   14,371,096    -                 14,371,096

Charge for the year -                 -                   -                 1,506,660      1,506,660

Movement in finance lease

- Additions 7 -                 115,485,662    -                 -                 115,485,662

- Repayments 7 -                 (22,838,595) -                 -                 (22,838,595)

Movement in investment properties

- Additions 8 -                 15,748,208      -                 -                 15,748,208

- Amortisation for the year 8/21 -                 (8,174,254) -                 -                 (8,174,254)

Grants received -                 10,000,000      -                 -                 10,000,000

Others 21 -                 14,610,444      -                 -                 14,610,444

At December 31, 2012 20,000,000    854,898,008    57,245,505    20,983,961    953,127,474    

At January 1, 2011 20,000,000      529,433,455      28,319,136     17,434,814     595,187,405      

Profit for the year -                  -                    14,555,273     -                 14,555,273        

Charge for the year -                  -                    -                 2,042,487       2,042,487         

Movement in finance lease

- Additions 7 -                  128,406,967      -                 -                 128,406,967      

- Repayments 7 -                  (15,962,769) -                 -                 (15,962,769)

Movement in investment properties

- Additions 8 -                  28,222,453           -       -    28,222,453        

- Amortisation for the year 8/21 -                  (7,544,325)    -       -    (7,544,325)

Grants received -                  50,000,000    -       -    50,000,000        

Receipt on condominium scheme 506,750    -       -    506,750            

Others 21 -                  17,004,012 -                 -                 17,004,012        

At December 31, 2011 20,000,000      730,066,543      42,874,409     19,477,301     812,418,253      

The notes on pages 8 to 24 form an integral part of these financial statements.

Auditors' report on pages 3 to 3(a).
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CASH FLOW STATEMENT - YEAR ENDED DECEMBER 31, 2012

Notes                 2012               2011

                   SR                 SR

Net cash generated from/(used in) operating activities

Net cash generated/(used in) from operations 21 28,152,987 (69,190,913)

Tax paid 13(a) (6,374,381) (1,084,410)

Retirement benefit obligation paid 14 (115,569) (434,730)

Net cash inflow/(outflow) from operating activities 21,663,037 (70,710,053)

Cash flows from investing activities

9 (672,631) (1,327,027)

Cash flow from financing activities

Repayment of borrowings 11 (24,578,732) (24,156,026)

Net finance lease received 7 22,838,595    15,962,769   

Grants received 10,000,000    50,000,000   

Receipt in respect of condominium scheme 6(ii) -                     506,750        

Net cash inflow from financing activities 8,259,863 42,313,493   

Net increase/(decrease) in cash and cash equivalents 29,250,269 (29,723,587)

Movement in cash and cash equivalents

At January 1, (3,587,684) 26,135,903

Increase/(decrease) 29,250,269 (29,723,587)
At December 31, 5 25,662,585 (3,587,684)

The notes on pages 8 to 24 form an integral part of these financial statements.

Auditors' report on pages 3 to 3(a).

Purchase of property and equipment and net cash out flow

from investing activities
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NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED DECEMBER 31, 2012

1. GENERAL INFORMATION

2. SIGNIFICANT ACCOUNTING POLICIES 

(a) Basis of preparation

The Company is a limited liability company, incorporated and domiciled in Seychelles and is involved
in providing finance to the housing sector. Its objectives are to ensure the equitable provision of
living accommodation to the people of Seychelles by sale, lease or rental of flats and houses in
accordance with the policy of the Government; to manage and maintain buildings and other property
on behalf of the Government; and to ensure the provision of utility services for the rental of flats and
houses.

The principal place of business is situated at the Victoria House, Mahé, Seychelles.

The significant accounting policies adopted in the preparation of these financial statements are set

out below. These policies have been consistently applied to all the years presented, unless otherwise

stated.

The financial statements will be submitted for consideration and approval at the forthcoming Annual
General Meeting of Shareholders of the Company.

(i)

(ii)

(iii)

(b) Property and equipment

The cost of an asset comprises its purchase price and any attributable costs of bringing the asset to
working condition for its intended use. Expenditure for additions, improvements and renewals are
capitalised and expenditure for maintenance and repairs is charged to the income statement.

Land is stated at cost. Vehicles are stated at deemed cost less accumulated depreciation. All other

equipment are stated at historical cost less depreciation. Historical cost includes expenditure that is

directly attributable to the acquisition of the items.

Vehicles are stated at deemed cost. 

Finance Lease receivables from lessees under the House Purchase Scheme are stated at fair
values and includes cost of houses including discounts and capitalised interest.

Investment properties are stated at their fair values.

The financial statements of the company comply have been prepared in accordance with Generally
Accepted Accounting Standards in Seychelles. Where necessary, comparative figures have been
amended to conform with change in presentation in the current year. The financial statements are
prepared under the historical cost convention, except that: 
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NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED DECEMBER 31, 2012

2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(b) Property and equipment (Cont'd)

Years

Leasehold improvements 3 - 5

Furniture and fittings 3 - 5

Computer equipment 3

Office equipment 3 - 5

Depreciation is calculated on the straight line method to write off the cost of the assets, to their
residual values over their estimated useful life. The principal annual rates applied for depreciation
are as follows:

Subsequent costs are included in the assets carrying amount or recognised as a separate asset as
appropriate, only when it is probable that future economic benefits associated with the item will
flow to the Company and the cost of the item can be measured reliably.

Properties in the course of construction for operation purposes are carried at cost less any recognised
impairment loss. Cost includes professional fees and for qualifying assets, borrowing costs
capitalised. Depreciation of these assets, on the same basis as other property assets, commences
when the assets are ready for their intended use.

Motor vehicles 3

Land is not depreciated

(c) Loans and advances and provision for credit impairment

Loans taken over from Seychelles Housing Development Corporation (SHDC) are stated at the amount
stated by that Corporation and interest accrued by them from the date of transfer reduced by the
repayments received by the Company during the year.

Loans originated by the Company by providing money directly to the borrower or to a sub-
participation agent at draw down are categorised as loans originated by the Company and are carried
at amortised cost.

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written
down immediately to its recoverable amount.

Gains and losses on disposal of property and equipment are determined by comparing proceeds with
carrying amount and are included in the Income Statement. 

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at the end of
each reporting period.  
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NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED DECEMBER 31, 2012

2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(c) Loans and advances and provision for credit impairment (Cont'd)

(d) Investment properties

All loans and advances are recognised when cash is advanced to the borrowers. The Company also
follows the regulations on Credit Classification and Provisioning Regulations 2010, as amended in
2011 issued by the Central Bank of Seychelles. An allowance for credit impairment is established
when there is objective evidence that the Company will not be able to collect all amounts due
according to the contractual terms of the loans. The amount of the provision is the difference
between the carrying amount and the recoverable amount, being the present value of expected cash
flows, including amounts recoverable from guarantees and collaterals, discounted at the original
effective interest rate of the loans.

Investment properties comprising flats and houses rented out are amortised over 25 years over their
estimated useful lives.

If the amount of the impairment subsequently decreases due to an event occurring after a write
down, the release of the provision is credited as a reduction of the provision for credit impairment in
the income statement.

(e) Finance lease receivables

Instalments received are recognised on a cash basis.

Interest on the House Purchase Scheme varies according to the social housing scheme of the
Government which determines the instalment based on the income and repayment capacities of the
lessees. 

Provision for impairment is established when there is objective evidence that the Company will not
be able to collect all amounts due according to the original terms of the lease. The amount of the
provision is the difference between the asset's carrying amount and the present value of estimated
future cash flows, discounted at the effective interest rate. The amount of provision is recognised in
the income statement.

Costs associated with developing or maintaining investment properties are recognised as an expense
as incurred.

Receivable for finance leases from lessees under the House Purchase Scheme are stated at the values
agreed with the lessees for cost of the house including capitalised interest, if any. This is a House
Purchase Scheme offered to the lessees. Risks and rewards are vested and the ownership passed to
the lessees upon repayment of full amount due to the Company.

Payments made by the lessees under finance leases are treated as repayment over the period of the
lease and are recognised in the Income Statement.
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NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED DECEMBER 31, 2012

2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(f) Financial instruments

(i) Loans and advances and provision for credit impairment

(ii) Trade and other receivables

Funds originated from the company and provided directly to the borrower are categorised as

loans and advances and are carried at amortised cost, which is defined as the fair value of cash

consideration given to originate these loans and advances as is determinable by reference to

market prices at origination date.

Financial assets and liabilities are recognised on the Company's balance sheet when the Company has
become a party to the contractual provisions of the instrument. The Company's accounting policies
in respect of the main financial instruments are set out below.

Trade and other receivables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method less provision for impairment. A provision
for impairment of trade receivables is established when there is objective evidence that the
Company will not be able to collect all amounts due according to the original terms of
receivables

(iii) Other payables

(iv) Cash and cash equivalents

(v) Borrowings

Borrowings are recognised initially at their fair value being their issue proceeds net transactions
costs incurred. Borrowings are subsequently stated at amortised cost; any difference between
the proceeds and the redemption value is recognised in the income statement over the period of
the borrowings using the effective interest method. Borrowings are classified as current
liabilities unless the Company has an unconditional right to defer settlement of the liability for
at least twelve months after the end of the reporting period.

The amount of the provision is the difference between the asset's carrying amount and the
present value of estimated future cash flows, discounted at the effective interest rate. The
amount of provision is recognised in the income statement.

receivables.

Other payables are stated at fair value and subsequently measured at amortised cost using the
effective interest method.

Cash and cash equivalents includes cash in hand, cash at bank and bank overdrafts. Bank
overdrafts are shown within borrowings in current liabilities on the balance sheet.
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NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED DECEMBER 31, 2012

2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(f) Financial instruments (Cont'd)

(vi) Share capital

Ordinary shares are classified as equity

(vii) Capital reserve

(i) Investment properties - based on corresponding amortisation charge; and

(ii) Finance lease receivables - based on repayment amounts by lessees

(g) Retirement benefit obligation

The capital reserve originally arose from contra credit entries to net assets transferred from
SHDC to the Company at nil consideration in 2005. Subsequent movements represent further
additions to properties transferred from the Government of Seychelles also at nil consideration
and cash grants. It also includes revaluations by Directors of assets previously transferred.
Releases from capital reserve to Income Statement are in respect of the followings:

At October 31, 2011 all staff were paid their gratuity and compensation for length of service
according to the Seychelles Employment Act and a new 'salary structure' was introduced based on
fixed term contracts.

(i) Defined contribution plans

(ii) Gratuity 

(iii) Provision for length of service

b) Staff above management level, compensation equals 10% - 15% of total salaries for two years.

a) Staff below management level, compensation equals 5% - 10% of total salaries for two years.

A defined contribution plan is a pension plan under which the Corporation pays a fixed
contribution into a separate entity, i.e. the Seychelles Pension Fund. The Corporation has no
legal or constructive obligations to pay further contributions if the funds do not hold sufficient
assets to pay all employees the benefits relating to employees service in the current and prior
periods.

The company provides for a payment of gratuity to permanent employees. Gratuities are paid
every five years (except in the case of early retirement) as from January 2007, for continuous
service. The amount provisioned every year is based on the number of years the employee has
worked after the last payment date. The liability recognised in the balance sheet is the present
value of the defined obligation at the reporting date less fair value of plan assets together with
adjustments for unrecognised actuarial gains and losses and past service costs.

Provision for compensation is provided as per the contractual terms as follows:
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NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED DECEMBER 31, 2012

2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(h) Impairment of assets

(i) Revenue recognition

(j) Provisions

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment. Assets that are subject to amortisation are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying amount may not be recoverable. An
impairment loss is recognised for the amount by which the carrying amount of the asset exceeds its
recoverable amount. The recoverable amount is the higher of an asset's fair value less costs to sell
and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash flows (cash-generating units).

Revenue comprises interest on loans and advances, finance leases and income from rental and sale of
property and other related income. Rental of property is accounted on accrual basis and sale of
property and other related income are accounted on a cash basis.

Provisions are recognised when the Company has a present obligation (legal or constructive) as a
result of a past event. It is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation and a reliable estimate of the amount of the obligation can be

(k) Taxation

No provision is made for deferred taxation.

(l) Interest income and expense

(m) Fees and commission income

Interest income and expense are recognised in the income statement for interest bearing instruments
on an accrual basis using the effective yield method based on actual purchase price. Proceeds from
finance lease is accounted on a cash basis.

Fees and commissions are generally recognised on an accrual basis. Commissions and fees arising
from negotiating, or participating in the negotiations of a transaction for a third party, such as the
acquisition of loans are recognised on completion of the underlying transaction.

Current tax is the expected amount of business taxes payable in respect of the taxable profit for the
year and is measured using the tax rates that have been enacted at the balance sheet date. 

be required to settle the obligation, and a reliable estimate of the amount of the obligation can be
made.
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NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED DECEMBER 31, 2012

3. FINANCIAL RISK MANAGEMENT

(a) Interest rate risk

(b) Credit risk

Substantial portion of loans and advances are secured by mortgage over the properties of the
borrowers. For unsecured loans, the Company is exposed to credit risk which is the risk that a
counterparty will be unable to pay amounts in full when due. The Company structures the levels of
credit risk it undertakes by placing limits on the amount of risk accepted in relation to one borrower.
Such risks are monitored on a revolving basis and subject to an annual or more frequent review.

Limits on the level of credit risk ranges from SR.40,000 up to a maximum of SR.500,000 per customer
depending on the scheme under which credit was obtained. These schemes are per Government of
Seychelles policy and are approved by the Board of Directors.

Exposure to credit risk is managed through regular analysis of the ability of borrowers and potential

Fluctuations of interest rates are closely monitored by management and movements in interest rates
on borrowings are immediately replicated on loans and advances.

The Company takes term loans at floating rates and for various periods and earns interest margins by
providing finance to the housing sector. The Company seeks to increase interest margins by rolling
over short-term funds and lending for longer periods at higher rates.

(c) Cash flow and fair value interest rate risk

(d) Liquidity risk

Exposure to credit risk is managed through regular analysis of the ability of borrowers and potential
borrowers to meet interest and capital repayment obligations and by changing these limits where
appropriate. Exposure to credit risk is also managed by obtaining collateral and personal guarantees.

The Company is exposed to the effects of mismatch in tenure on term loans obtained from
commercial banks and loans advanced to customers. Increase in interest rates would result in
increasing the interest rates on loans advanced to customers resulting in no overall increase in
interest margins. However, decrease in interest rates would result in lower interest expense on term
loans obtained. Increase and decrease in market interest rates would not have substantial effect on
interest margins as the Company reserves the right to increase interest rates on loans and advances
reducing the Company's exposure due to changes in interest rates.

The Company is exposed to call back of term loans from commercial banks.The Board sets limits on
the ratio of borrowing for loans and advances.

The Company does not have a significant concentration of credit risk, since exposure is spread over a
large number of customers. However, the Company has policies in place to ensure that collections
are made on a timely basis.
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NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED DECEMBER 31, 2012

3. FINANCIAL RISK MANAGEMENT (CONT'D)

(e) Fair values

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

(a)

The Company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimates and assumptions
that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year is discussed below.

Critical accounting estimates and assumptions

Estimates and judgements are continuously evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the
circumstances.

The carrying amounts of financial assets and liabilities of the Company at balance sheet date
approximate their fair values.

Revaluation of investment properties

(b) Impairment of loans and advances

(c) Useful lives and residual values of property and equipment

(d) Capital Reserve

Investment properties and cash were granted to the Company by the Government of Seychelles. The

corresponding credits have been accounted under Capital Reserve. Capital reserve also includes

revaluation of assets previously granted to the company.

The company reviews its loans and advances portfolio on a regular basis to assess whether any

allowance for credit impairment losses for loans and advances should be recognised in the income

statement. In particular, judgement is made about the amount and timing of future cash flows when

determining the level of allowance required. The allowance for credit impairment losses is based on

the best estimates available. However, the actual amount of impairment may differ from amount

provided resulting in higher or lower charges to the income statement.

Determining the carrying amounts of equipment requires the estimation of the useful lives and

residual values of these assets which carry a degree of uncertainty. The Directors have used

historical information relating to the Company and the relevant industry in which it operates in order

to best determine the useful lives and residual values of equipment.

The Company carries its investment properties at fair value with changes recognised in equity under
capital reserve. The Company did not appoint a professional valuer to perform the valuations which
instead were based on Directors’ best estimates.
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NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED DECEMBER 31, 2012

5. CASH AND CASH EQUIVALENTS

                2012                2011

                    SR                   SR

Cash and bank balances 27,466,802       5,130,261        

Bank overdrafts (note 11) (1,804,217) (8,717,945)

25,662,585 (3,587,684)

All cash and bank balances are denominated in Seychelles Rupees.

6. LOANS AND ADVANCES

                2012                2011

                    SR                   SR

Gross loans taken over from Seychelles Housing Development 

Corporation (SHDC) (Notes (i) & (iv)) 66,633,592       70,391,759      
Loans advanced by the Company (Notes (ii) & (v)) 427,002,984     447,625,492    

493,636,576     518,017,251    
Provision for credit impairment (Note (iii)) (11,583,801) (7,413,939)

482,052,775     510,603,312    

(i) Movement in loans taken over from SHDC(i) Movement in loans taken over from SHDC

                2012                2011

                    SR                   SR

At January 1, 70,391,759       74,599,982      
Interest charged during the year 2,602,340         2,293,224        
Insurance charges -                    599,250           
Repayments (6,360,507) (7,100,697)
At December 31, 66,633,592       70,391,759      

(ii) Loans granted by the Company

                2012                2011

                    SR                   SR

At January 1, 447,625,492     360,157,181    
Condominium loan disbursed -                    506,750           
Loans disbursed 61,923,459       160,553,193    
Interest charged 28,667,734       25,922,466      
Repayments (111,213,701) (99,514,098)
At December 31, 427,002,984     447,625,492    

(iii) Movement in provision for credit impairment

                2012                2011

                    SR                   SR

At January 1, 7,413,939         13,735,453      
Charge/(Reversal) for the year 4,169,862         (6,321,514)
At December 31, 11,583,801       7,413,939        
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NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED DECEMBER 31, 2012

6. LOANS AND ADVANCES (CONT'D)

(iv)

(v)

(vi)

Note:

7. FINANCE LEASE RECEIVABLE

                2012                2011

                    SR                   SR

At January 1, 339,974,481     214,035,088    

Granted during the year (Page 6) 115,485,662 128,406,967    

Repayments (Page 6) (22,838,595) (15,962,769)

Interest charged 10,860,026       13,495,195      

Discounts granted to ex SHDC borrowers were based on the applicable terms as per the Discount
Scheme announced in 2005 by the Government of Seychelles.

It was not possible to have a breakdown of loans and receivables into their current and non current
portions due to the unavailability of adequate information from the Company's records.

Loans taken over from SHDC represent outstanding balances due from ex clients of SHDC
transferred to HFC upon liquidation of former net of discounts (note (vi) below)

Loans advanced by the Company are issued from its own funds and interest rates vary from 3% to

10%. (2011: 3% to 10%).

Interest charged 10,860,026       13,495,195      

At December 31, 443,481,574     339,974,481    

(a) The carrying amount of  finance lease receivable approximate their fair value.  

(b)

8. INVESTMENT PROPERTIES

                2012                2011

                    SR                   SR

At January 1, 188,608,130     160,385,677    

Additions 15,748,209       28,222,453      

At December 31, 204,356,339     188,608,130    

AMORTISATION

At January 1, 27,036,082       19,491,757      

Charge for the year (Note 21) 8,174,254         7,544,325        

At December 31, 35,210,336       27,036,082      

NET BOOK VALUE
At December 31, 169,146,003     161,572,048    

Note:

Investment properties were granted to the Company by the Government of Seychelles. The
corresponding credits have been accounted under Capital Reserve (Page 6).

No provision is required based on Directors' opinion since finance leases are secured on the leased

properties.
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NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED DECEMBER 31, 2012

9. PROPERTY AND EQUIPMENT

Freehold Leasehold Furniture Office Motor

Land Improvements and fittings equipment Computers Vehicles Total

SR SR SR SR SR SR SR

COST

At January 1, 2011 430,329     1,419,409        947,308          1,185,047      1,244,279      90,000           5,316,372      

Additions -            -                  72,205            306,350         151,408         797,064         1,327,027      

At December 31, 2011 430,329   1,419,409      1,019,513      1,491,397    1,395,687    887,064       6,643,399    

Additions -           -                 22,250           367,866       282,515       -               672,631       

At December 31, 2012 430,329   1,419,409      1,041,763      1,859,263    1,678,202    887,064       7,316,030    

ACCUMULATED DEPRECIATION

At January 1, 2011 -            1,419,409        924,696          1,057,880      873,122         90,000           4,365,107      

Charge for the year -            -                  19,658            95,701           186,447         127,282         429,088         

At December 31, 2011 -           1,419,409      944,354         1,153,581    1,059,569    217,282       4,794,195    

Charge for the year -           -                 32,668           181,810       271,156       265,661       751,295       

At December 31, 2012 -           1,419,409      977,022         1,335,391    1,330,725    482,943       5,545,490    

NET BOOK VALUE

At December 31, 2012 430,329   -                 64,741           523,872       347,477       404,121       1,770,540    

At December 31, 2011 430,329     -                  75,159            337,816         336,118         669,782         1,849,204      
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10. TRADE AND OTHER RECEIVABLES

                2012                2011

                    SR                   SR

Rent receivable 15,719,792      15,233,607     

Provision for credit impairment (Note 10(a)) (3,930,205) (3,604,205)

11,789,587      11,629,402     

Other debtors and prepayments 9,056,075        3,898,828       

20,845,662      15,528,230     

(a) Movement in provision for credit impairment

                2012                2011

                    SR                   SR

At January 1, 3,604,205        3,519,925       

Charge for the year 326,000           84,280            
At December 31, 3,930,205        3,604,205       

(b) The carrying amounts of  'trade and other receivables' approximate their fair value.  

(c) All trade and other receivables are denominated in Seychelles rupee.

11. BORROWINGS

                2012                2011

                    SR                   SR

Term loan

      - Nouvobanq (Note (b)) 67,359,343      91,938,075     

      - Seychelles Savings Bank (Note c)) 75,000,000      75,000,000     

Bank overdraft (Note (d) below and Note 5) 1,804,217        8,717,945       

144,163,560    175,656,020    

(a) Analysed as :

Amounts due after one year 101,978,653    139,808,169    

Amounts due within one year:

     - Term Loan 40,380,690      27,129,906     

     - Bank overdraft (Note (d) below) 1,804,217        8,717,945       

42,184,907      35,847,851     

144,163,560    175,656,020    

(b)

(c)

(d)

Term loan from Nouvobanq is secured by guarantee from the Government of Seychelles, bears
interest at 7.50% per annum and is repayable in monthly instalment of SR 2,492,940 upto July 30,
2015.

Term loan from Seychelles Savings Bank is secured by guarantee from the Government of Seychelles,
bears interest at 8% per annum and is repayable in 48 monthly instalment of SR 1,744,235
commencing from July 30, 2013.

Interest on bank overdraft ranged from 12% to 16% during the year under review and is renewable in

year 2013.
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12. OTHER PAYABLES AND ACCRUALS
                2012                2011

                    SR                   SR

Amounts payable on purchase of land 149,575           119,000          

Project commitments 9,496,145        13,168,463     

Deposit on Home Saving Scheme 33,964,364      22,565,626     

Other payables 2,782,468        4,805,611       
46,392,552      40,658,700     

(a) Other payables and accruals approximate their fair values.

(b) Other payable and accruals are denominated in Seychelles Rupee.

13. CURRENT TAX LIABILITY

(a) Balance sheet                 2012                2011

                    SR                   SR

At January 1, 5,738,376 4,201,984

Charge to the income statement 1,305,924        2,620,802

Payments effected during the year (6,374,381) (1,084,410)
At December 31, 669,919 5,738,376

(b) Income statement                 2012                2011

                    SR                   SR

Current tax on adjusted profit for the year at applicable tax 

 rates (see note (c)) 1,305,924        2,250,000

Under provision in previous year -                       370,802          
1,305,924        2,620,802

(c)

                2012                2011

                    SR                   SR

Profit before tax 15,677,020      17,176,075     

Tax calculated at applicable tax rates (see note (d) below) 5,093,416 5,588,105       

Income not subject to tax (3,882,847) (2,547,941)

Expenses added back/(deductible) for tax purposes 111,947 (52,449)

Excess/(shortage) of depreciation over capital allowance (16,592) (682,647)

Tax cushion -                       (55,068)
1,305,924 2,250,000       

(d) Applicable tax rates are as follows:
2011 & 2012

Taxable income threshold Tax rates - %

≤ SR. 1,000,000 25%

> SR. 1,000,000 33%

Tax on the Company's profit before tax differs from the theoretical amount that would arise using

the basic tax rate of the Company as follows:
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14. RETIREMENT BENEFIT OBLIGATIONS

                2012                2011

                    SR                   SR

Movement in the compensation for length of service provision:

At January 1, 186,187           395,981          

Total expense charged in the income statement 339,233           224,936          

Paid during the year (115,569) (434,730)

At December 31, 409,851           186,187          

15. SHARE CAPITAL

2012 & 2011

SR

Authorised, issued and paid up:
20,000 ordinary shares of SR. 1,000 each 20,000,000    

16. CONTINGENCY RESERVE

                2012                2011

                    SR                   SR

At January 1, 19,477,301      17,434,814     

Charged for the year 1,506,660        2,042,487       
At December 31, 20,983,961      19,477,301     

17. NET INTEREST 

                2012                2011

                    SR                   SR

Interest income

Loans and advances 31,466,876      28,853,223     

Finance leases - Upon repayment (note 7) 22,838,595      15,962,770     

                      - Charged 1,914,427        2,062,831       

56,219,898      46,878,824     

Interest expense

Bank loans (12,132,274) (10,946,838)

44,087,624      35,931,986     

Note: Contingency reserve is in respect of an extra 4% - 5% on all mortgage loans sanctioned to

borrowers whose lives are not insured. The reserve is to be used as recovery against future losses in

the event of the sudden death of the borrowers.
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18. NET FEE AND COMMISSION 

             2012               2011

                 SR                  SR

Fee income

Processing fee on loans and advances 895,304          1,646,017      

Fee expense

Portfolio management fee (note(a)) (31,371) (2,189,962)

Net fee and commission 863,933 (543,945)

(a)

19. OTHER INCOME

             2012               2011

                 SR                  SR

Other income            357,257          885,250 

A management fee calculated at 1% of loans advanced was previously charged by Nouvobanq for the

provision of administration services covering disbursement, recording, computing of interest and

collection of loan repayments. The loans were transferred to the Company in October 2011 and

management agreement was effectively terminated.

Other income            357,257          885,250 

20. OPERATING EXPENSES

             2012               2011

                 SR                  SR

Administration costs 6,214,516       8,560,819      

Auditor's remuneration 345,000          345,000         

Amortisation of investment properties (Note 8) 8,174,254       7,544,325      

Depreciation (Note 9) 751,295          429,088         

Release from capital reserve (page 6) (8,174,254) (7,544,325)

Maintenance costs 22,905,050     20,366,193    

Rent 1,551,842       1,338,576      

Staff costs (see note (a) below) 6,784,997       5,668,448      
38,552,700     36,708,124    

(a) Staff costs

             2012               2011

                 SR                  SR

Salaries and wages 5,904,948       4,260,154      

Directors' emoluments (see note (b)) 399,022          579,137         

Pension contribution 80,579            42,832           

Gratuity and length of service provision 339,233          224,936         

Other staff costs 61,215            561,389         
6,784,997       5,668,448      
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20. OPERATING EXPENSES (Cont'd)

             2012               2011

(b) Directors' fees:                  SR                  SR

Ronny palmyre 8,000              -                

Bertrand Belle 8,000              -                

Daniel Frichot 8,000              -                

Lise Bastienne 8,000              -                

Ronald cafrine 12,000            -                

Yves choppy 8,000              -                

Charles Bastienne 6,000              -                

Patrick Lablache 24,000            41,295           

Christian Lionnet 6,000              27,529           

Olsen Vidot 6,000              27,529           

Sitna Cesar 6,000              27,529           

100,000          123,882         

Other emoluments:

Ronny palmyre 299,022          -                

Charles Bastienne -                  455,255         
399,022          579,137         

21. NOTES TO THE CASH FLOW STATEMENT

Notes              2012               2011Notes              2012               2011

                 SR                  SR

Profit before tax 15,677,020     17,176,075    

Adjustments for:

Amortisation of investment properties 8 8,174,254       7,544,325      

Other movement in capital reserve Page 6 14,610,444     17,004,012    

Depreciation 9 751,295          429,088         

Release from capital reserve to income statement

-Amortisation of Investment properties Page 6 (8,174,254) (7,544,325)

Provision/(Reversal of) for credit impairment 6,7,10 4,495,862       (6,237,234)

- Retirement benefit obligation 14 339,233          224,936         

Charge to Contingency reserve 16 1,506,660       2,042,487      

37,380,514     30,639,364    

Changes in working capital

- Receipt from finance lease 7 (22,838,595) (15,962,769)

- Loans and advances to customers 13,520,648 (96,755,283)

- Trade and other receivables (5,643,432) (2,515,119)

- Other payables and accruals 5,733,852 15,402,894    
Net cash generated from/(used in) operations 28,152,987 (69,190,913)

22. CONTINGENT LIABILITIES

23. CAPITAL COMMITMENTS

There were no contingent liabilities at December 31, 2012 (2011: Nil).

Capital commitments amounting to SR.50M for HFC building, were approved by the Board but not yet

disbursed during the year (2011: 50M)disbursed during the year (2011: 50M).
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24. FIVE YEAR FINANCIAL SUMMARY

Re-stated

2012        2011        2010        2009        2008*

SR'000 SR'000 SR'000 SR'000 SR'000

Profit/(Loss) before tax 15,677     17,176      14,500      4,062        (1,012)

Tax charge (1,306) (2,621) (5,000) (1,950) -           

Profit/(Loss) for the year 14,371     14,555      9,500        2,112 (1,012)

Retained earnings brought forward:

- Housing Finance Company Limited 42,874     28,319 18,819 (3,662) 3,183        

- Transfer from PMC -           -           -           20,369      -           
Retained earnings carried forward 57,245     42,874     28,319     18,819     2,171       

SHAREHOLDERS' FUNDS:

Share capital 20,000     20,000      20,000      20,000      20,000      

Capital reserve 854,898   730,067    529,433    475,214     136,964    

Retained earnings 57,245     42,874      28,319      18,819      2,171        

Contingency reserve 20,984     19,477      17,435      15,027      15,037      
953,127   812,418   595,187   529,060   174,172   

Note: For reasons of practicability and due to lack of adequate information, figures prior to year 2009
have not been restated to reflect adjustments following adoption of the requirements of the Financial
Institution Act 2004 with respect to provision for credit impairment. 
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HOUSING FINANCE COMPANY LIMITED

DETAILED INCOME STATEMENT - YEAR ENDED DECEMBER 31, 2012

            2012            2011

                SR               SR

Interest on loans 56,219,898 46,878,824

Rental income 13,416,768 11,373,674

Commission and other income 1,252,561 2,531,268

70,889,227    60,783,766    

Interest and commission expense (12,163,645) (13,136,800)

58,725,582    47,646,966    

EXPENDITURE

Advertising and publicity 26,423           82,450           

Audit fee 345,000         345,000         

Bank charges 98,355           94,527           

Cleaning supplies and consumables 135,204         87,520           

Communication costs 349,729         429,127         

Computer costs 130,650         331,890         

Depreciation 751,295         429,088         

Electricity and water 600,434         472,268         

Equipment maintenance and rental 330,221         435,806         

Fuel, car hire and local conveyance 252,841         777,580         

Insurance 1,814,714      1,700,380      

Legal and professional fee 980,232         1,105,905      

Pension contribution 80,579           42,832           

Properties maintenance 18,950,278    17,123,258    

Ground maintenance 3,024,117      2,334,861      

Rent 1,551,842      1,338,576      

Salaries and wages 5,904,948      4,688,232      

Social housing rent 1,369,916      1,630,176      

Staff compensation 339,233         224,936         

Staff welfare and other costs 460,237         712,448         

Stationery and postage 501,496         748,138         

Sundries 554,956         1,573,126      

Provision/(Reversal) for credit impairment 4,495,862      (6,237,234)

43,048,562    30,470,890    

Profit before tax 15,677,020    17,176,076    




