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SEYCHELLES PENSION FUND

BOARD OF TRUSTEES' REPORT

The Board is pleased to present its report together with the audited financiat statements of the Group
and the Fund for the year ended December 31, 2013.

THE FUND

The Seychettes Pension Scheme was established under the Seychettes Pension Scheme Act, 1990, CAP ?20
and commenced with effect on January 1, 1991. ln August 2005, the Seychettes Pension Scheme Act,
1990 was repeated and it was replaced by the Seychettes Pension Fund Act, 2005 under which the scheme
became a body corporate and was renamed as Seychettes Pension Fund.

PRINCTPAL ACTIVITIES

The principal activities of the Fund comprise provision of financial security to retiring members which
inctude payment of accumutated contributions, monthly pension to the members, financiat security to the
dependents of the deceased members and other benefits under various schemes as more futty described
under Section 4 of the Act and appticabte Regutations.

THE GROUP

The Group comprises the Fund, a subsidiary company Opportunity lnvestment Company Limited and two
Associated Companies Seychettes Breweries Limited and SACOS Group Limited. Detaits regarding the
subsidiary company and the associated companies are as per notes 8 and 9 to these financiat statements.

RESULTS

THE GROUP THE FUND

Surptus for the year
Retained surptus brought forward
Retained surplus carried forward

INTEREST ON MEMBERS' FUND

The Board recommended interest of 3% to be credited
under review (2012: 4.5%).

PROPERTY AND EQUIPMENT

SR SR

43,320,919 42,323,162
298,431,398 282,363,106
341,752,307 324,696,269::

to members on their contributions for the year

The Fund acquired property and equipment amounting to SR 6.9 million during the year comprising
equipment, furniture and fittings and motor vehicte (2012: SR 1.4m).

The Board is of the opinion that the fair value of property and equipment at December 31, 2013 does not
differ materialty from their carrying amounts as per the statements of net assets availabte for benefits at
that date.

INVESTMENT PROPERTIES

The Fund has invested substantiat amounts in properties acquired for rentat and capital appreciation
purposes. At December 31,2013, these totalted 5R 641 m (2012: SR 603.3m). During the year, additions
amounted to SR 37.6m (2012: SR 103.6m) and increase in fair vatue fo[owing revatuation in 2012 was SR
41.4m. The next revatuation is expected to be in 2014.



SEYCHELLES PENSION FUND

BOARD OF TRUSTEES' REPORT (CONT'D)
1(a)

BOARD OF TRUSTEES

The Board of Trustees since the date of the last report and the date of this report are:

Patrick Payet (as from July 1, 2013)
Mohammed Afif
Jessie Esparon

Michel Fetix
Suzanne Labrosse

Antonio Lucas
Ciltia Mangroo (as from January 1,2013)

Anne Mousbe

RacheI Spiro

Gitbert Suttan . Beaudoin
Radtey Weber
Lambert Woodcock
Marie Ange Waye Hive (Secretary)
Sitna Cesar (resigned on June 30, 2013)

L'1 L*l "'-L
Willy Confait
Chief Executive Officer

l

L

I

I
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STATEMENT OF BOARD OF TRUSTEES' RESPONSIBIL]TIES

The Board of the Fund is responsibte for the overalt management of the affairs of the Fund inctuding the
operation of the Fund and making investment decisions. The Chief Executive officer of the Fund is, as
defined in the Seychettes Pension Fund Act, 2005, responsibte for the day to day administration of the
Fund, inctuding the cottection of contributions, payment of pensions and other benefits, investment of
surplus moneys of the Fund and accounting for atl moneys co[tected, paid or invested by the seychelles
Pension Fund' The Board shatl atso ensure that proper accounts and other books and records in relation
thereto in which att its financial transactions shatt be recorded and maintained. ln preparing those
financial statements, the Board has a general responsibility to:-

'ensure that the financial statements are on the going concern basis unless it is inappropriate to
assume continuance of the Fund;

- select suitable accounting policies and then appty them consistentty;
- make judgment and estimates that are reasonabte and prudent; and
- disclose and exptain any materiaI departures from applicabte accounting standards.

The Board and the Chief Executive officer atso have the generat responsibitity for taking reasonabte steps
to safeguard the assets of the Fund and detect fraud and other irregutarities.

The Board and the chief Executive officer consider they have met their aforesaid responsibitities.

AUDITOR

The Auditor Generat of Seychettes is mandated to carry out the audit of the Fund by section 53(2) of the
Seychelles Pension Fund Act, 2005.

APPROVAL

Signed in accordance with the authorisation of the Board by

W
patric#ayet
Chairperson 

^

,,,", [.,|*0u of uo,+
Victoria, Seychettes



OFFTCE or rIrE AuDIroR Gryryg!4!

Telephone: (248) 4672500 Fax: (248)14610365

E-mail: auditgen@oag.sc Website: yqry:oag.sc

Please address all correspondence to the Auditor General

REPORT OF THE AUDITOR GENERAL ON THE ACCOUNTS OF

THE SEYCHELLES PENSION FUND

Scope

Pursuant to the powers conferred on me by Section 53(2) of Seychelles Pension Fund Act, 2005
I have caused BDO Associates (Chartered Accountants) to audit on my behalf the financial
statements of the Seychelles Pension Fund and its subsidiary (The Group) for the year ended 3L
December 2013 as set out on pages 3 to 35.

The Board of Trustees Responsibility for the Financial Statements

The Board of Trustees is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards and in compliance
with the requirements of the Seychelles Pension Fund Act, 2005 and the Public Enterprise
Monitoring Commission Act, 20L3. This responsibility includes designing, implementing and
maintaining internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error, selecting
and applying appropriate policies, and making accounting estimates that are reasonable in the
circumstances.

Auditors' Responsibility

My responsibility is to express an opinion on those financial statements based on our audit and
report it to the Minister of Finance. The audit was conducted in accordance with lnternational
Standards on Auditing. Those standards require that I comply with ethical requirements and
plan and perform the audit to 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 judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. ln making those risk
assessments, the auditors consider internal control relevant to the Fund's preparation and fair
presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the



effectiveness of the Fund's internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates
made by the Trustees, as well as evaluating the overall presentation of the financial statements.

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

Opinion

the financial statements on pages 3 to 35 give a true and fair view of the financial
position of the Group and of the Fund at 31 December 2013, and of their financial
performance and their cash flows for the year then ended in accordance with
lnternational Financial Reporting Standards and comply with the Seychelles Pension
Fund Act, 2005;
proper accounting records have been kept by the Fund as far as it appears from my
examination of those records; and

I have obtained the information necessary for the purpose of the audit and am satisfied
with the information received.

Emphasis of matter

Without qualifying my opinion, I draw attention to the Fund's Actuarial Report as at December
3!,2Ot3 which states that based on the existing total contribution of 4% of earnings effective
January 1,2014, the Fund is in no immediate financial difficulties and will continue to grow until
around 2023 at which time it will represent almost 6 times the pension outgo. However, this
current rate of contribution of 4% of earning will not be sufficient to fund member's pensions
which, based on the World Bank assumptions for future population growth indicates that the
longterm rate might be at least 9%to9.5%of earnings. lf the level of contributions suggested
is not seen to be achievable, then it will be necessary to consider some limitations to SPF

benefits.

Marc Benstrong
Auditor General

3 April2014
Victoria



SEYCHELLES PENSION FUND

STATEMENTS OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS. YEAR ENDED DECEMBER 31, 2013

Notes THE GROUP THE FUND

201 3

Re-stated
2012 2013

Re-stated
2012

ASSETS

Non-current assets
Property and equipment
lnvestment properties
Deposit on leasehotd land
lnvestment in subsidiary
lnvestment in associates
lnvestment in financiat assets
Loan to subsidiary

Current assets
lnvestment in financial assets
Receivabtes and prepayments
Cash and cash equivalents

Total assets

Current liability
Other payabtes

Non-current liability
Retirement benefit obligations

Net assets available for benefits

Made up as follows:
Members'fund
Other funds
Reserve funds
Other reserves

Retained earnings

Non-contro[[ing interest

6

7(a)
8

9

10

11

12

11

13

24

14

2(k)

15

16

17

18

Page 5

19

248,669,977

38,232,715
82,823,952

SR

31,393,933
640,633,2O1

45,747,456

91,294,535
136,056,24O

SR

27,747,334
603,019,793

46,262,9-16

90,469,243
150,114,149

SR

31,393,933
640,633,201
45,747,456

5,1 00
59,662,9O9

136,056,240

SR

27,747,334
603,019,793

46,262,916

5,1 00

59,662,908
150,114,149

5,413,0165.413.016
945 1 25,365 917,613,434 918,911,854 992,225,215

276,927,556
51,082,464

276,927,556 248,669,977
51,082,464 39,599,122

153,379,942 92,453,595153,729,160
481,738,1 g0 369,726,544 481.389-962 369,721,594

1,426,963,545 1 ,287 ,339,979

13,273,972

400 301,916 1,261,946,809

14 349 444 87214,344,344 13 268

841,612 699,337 841,612 699,337

1,411,672,499 _1,2?3 366,669 _1, 385,_1_1 5,869_ 1,247,978,600

898,697,O02
126,408,779
14,569,591
24,864,444

805,928,759
126,409,779
14,568,591

22,819,597
299,431,399

898,697,OO2
126,408,779
14,569,591
20,755,221

324,696,269

805,928,758
126,408,779
14,568,591

18,709,367
282,363,106

1,269,156,102
5,210,567

1,385,1 1 5,960 1,247,979,600

1 ,411,672,489 1,273,366,669

The financial statements have been approved for issue by the

Patrick Payet
Chairperson

l.rt1 k-L.'r b
Willy Confait
Chief Executive Officer

The notes on pages 7 to 35 form an integral part of these financial statements.
Auditors'report on pages 2 and 2(a).

341.752.307
1,406,291,122

s,381,367



SEYCHELLES PENSION FUND

STATEMENTS OF CHANGES IN NET ASSETS AVATLABLE FOR BENEFITS - YEAR ENDED DECEMBER 31, 2013

Notes THE GROUP THE FUND

2013
Re-stated

2012 201 3
Re-stated

2017

Computsory contributions:
- by employees
- by emptoyers
Votuntary contributions
- by employees
- by emptoyers

lnterest received by members
Net change in fair value on
financia[ assets
Net change in other funds
Revatuation of property and
equipment

Net surptus for the year after
non-controlting interest

129,202,609

29,512,639

2,045,679

16,005,794

128,202,609

29,512,638

2,045,679

2(i)
SR

63,339,602
58,473,944

4,388,996
2,000,166

SR

45,801,948
45,645,939

4,194,046

SR

63,339,602
58,473,844

4,3gg,gg6
2,000,166

SR

45,801,948
45,645,939

4,194,046
1,878,634't,878,634

97.520.567 97.520.567

18

Page 5

36,'l 52,399

(2,179,116)
1 2,500,000

3,767,951

31,937,911

36,152,389

.2,178,116)
1 2,500,000

3,767,951

59,104,281

Benefit payments:
- Normal Retirement
- Death before Normat Retirement
- Permanent lncapacity
- Pre-Migration Retirement
- Surviving Spouse
- Chitdren Pension
- Post Retirement Surviving Spouse
- Post- Retirement Children Pension
- Earty Retirement Benefits
- Special Pension
- Refunds
Less:
- Arrears for Socia[ Security Fund

Pension
- Social Security Fund Pension

Net increase in Members' Fund

Share of resutts of associates 10

Net assets avaitabte for benefits:
Batance at January 1,
- As previousty stated
- Prior year adjustment (note8(b))
Balance at December 31,

102,519,307
1,060,042

14,639,617
192,755

3,661,171
1,609,550
1,991,026

334,439
1,O_74

1,117,057

(5,490,903)
(56,599,309)
64,94:6,927

110,g1g,gg2

27,315,129

47.564.111 82,179,935
42,323,162
73,991,479

102,519,307
1,060,042

14,639,617
192,755

3,661,171
1,609,550
1,991,026

334,439
1,0_74

1,117,057

(5,490,903)
(56,599,308)

109.346.405

82,124,340
1,263,306

11 ,939,229
1 99,505

2,966,502
1,370,901
1,195,106

31 2,555
4,713

(s20)
382,929

(8,775,209)
(4'1,326,399)

82,124,340
1,263,306

11 ,839,229
199,504

2,966,501
1,370,800
1 ,195,106

3 1 2,555
4,713

(s20)
382,929

(8,775,209)
(41,326,398)

51,456.859 64.946.827 51,456,856

129,243,643 137,137,260 155,410 116

14,407,466

1,269,156,102 1,119,540,110 1,247,979,600 1,096,603,601

J_4O6,,291,,122 : 268,156,102 L3!!,11580t _:,zll_213,600*

The notes on pages 7 to 35 form an integral part of these financial statements.
Auditors'report on pages 2 and 2(a).



SEYCHELLES PENSION FUND

INCOME AND EXPENDITURE ACCOUNTS. YEAR ENDED DECEMBER 31, 2013

Notes THE GROUP THE FUND

2013
Re-stated

2012 2013
Re-stated

2012

INCOITIE

lnterest income
lnvestment income
RentaI income
Other income
lncrease in fair vatue of investment
properties

EXPENDITURE

lnterest credited to members
Administrative expenses

Property management expenses
Depreciation of property and
equipment

Amortisation of deposit on lease
Auditors' remuneration
(Profit)/Loss on disposal of property
and equipment

SR

25,716,388
27,705,532
28,411,664

2,225,022

41,356,651
110,590,147 125,415,257

7(a)

86,626,570

22 29,512,638
23 20,599,719

10,337,690

6 3,228,042
8 515,460

230,000

20

21

SR

29,220,697
2,793,668

53,1 79,1 53

1,433,052

SR

25,716,388
2,743,017

28,411,664
2,225,022

41,356,651
100,452,742

36,1 52,399
17,697,625

6,909,534

3,107,710
515,460
230,000

SR

29,220,697
27,078,919
53,1 79,1 53

1,111,378

29,512,639
20,576,212
10,337,690

3,228,042
515,460
230,000

(239,5791

36,1 52,389
17,648,860
6,909,534

3,107,710
515,460
230,000

1,422

Loss on exchange differences

Share of resutts of associates
Surptus for the year
Adjustment on amortisation on deposit
on lease (note 8(b))

Surplus brought forward
Net Surplus for the year

Attributable to:
The Fund

Non-controtling interest

The notes on pages 7 to 35 form an integral
Auditors'report on pages 2 and 2(a).

(239,5791 1,422
64,183,970 64,603,140 64,160,463 64,564,375

22,442,600 35,949,602 46,429,684 60,950,gg2
(4,106,5221 (1,746,6011 (4,106,522) (1,746,601)
18,336,078 34,103,001 42,323,162 59,104,291

10 27,315,129 14,407,466
45 ,651 ,206 49,510 ,467 42,323 ,16? 59 ,104,291

5,964,893 - 5,964,9B3
298,431,398 246,121,229 287,363,106 217,293,942
344,O82,594 3q0,596,579 324,686,269 292,363,106:

Page 3 141,752,307 298,431,388 324,686,268 2g2,363,106
19 2,330,287 2,165,190

344,092,594 300,596,579 324,686,269 282,363,106

part of these financial statements.
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2.

(a)

SEYCHELLES PENSION FUND

NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED DECEMBER 31, 2013

1, GENERAL INFORMATION

Seychettes Pension Fund (SPF) was estabtished by the "Seychettes Pension Fund Act, 2005". The Fund is
domicited in the Repubtic of Seychettes and the address of its registered office is P.O.Box 576, Caravette
House, Victoria, Mah6, Seycheltes.

A description of the Pension Fund and its funding poticy is detaited under note 3. Pension contribution by
both emptoyee and emptoyer was 3% in 2013 (2012: 3%).

The tatest actuarial report detaiting significant actuarial assumptions, the actuariat present vatue of
promised retirement benefits and methods used to catcutate the present vatue are avaitabte to members
upon written request, at the Fund's registered office.

lnvestments of the Pension Fund as required by Part Vll of the "seychettes Pension Fund Act, 2005" are
disctosed in notes 8, 9 and 10.

These financial statements witl be laid before the National Assembty and pubtished in the Official Gazette
in accordance with Section 55 of the Seycheltes Pension Fund Act, 2005.

PRINCIPAL ACCOUNTING POLICIES

The principat accounting policies adopted in the preparation of these financial statements are set out
betow. These poticies have been consistentty apptied to the years presented, untess otherwise stated.

Basis of preparation

The financial statements of Seychettes Pension Fund comply with the "Seychettes pension Fund Act, 2005"
and have been prepared in accordance with lnternationat Financiat Reporting Standards (IFRS). Where
necessary, comparative figures have been amended to conform with change in presentation in the current
year. The financial statements are prepared under the historicat cost convention, except that:
(i) land and buitdings are at revalued amounts;
(ii) investment properties are stated at fair vatue;
(iii) avaitable-for-sale financial assets are stated at their fair vatue; and
(iv) loans and receivabtes and retevant financiat assets and financial tiabitities are carried at amortised

cost.

Standards, Amendments to pubtished Standards ond lnterpretations effective in the reporting period

Amendments to IAS 1, 'Financial statement presentation' regarding other comprehensive income. The main
change resutting from these amendments is a requirement for entities to group items presented in 'other
comprehensive income' (OCl) on the basis of whether they are potentiatty reclassifiabte to profit or loss
subsequentty (reclassification adjustments). Ihe standard is not expected to have any impoct on the
G roup's f i nanci al sfatemenfs.

IFRS 10,'Consolidated financial statements'buitds on existing principtes by identifying the concept of
controt as the determining factor in whether an entity shoutd be included within the consotidated financiat
statements of the parent entity. The standard provides additionat guidance to assist in the determination
of control where this is difficutt to assess. The stondard is not expected to hove any impact on the
Group's fi nancial statements.
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NOTES TO THE FINANCIAL STATEMENTS. YEAR ENDED DECEMBER 31, 2013

2. PRINC|PAL ACCOUNTTNG pOLtCTES (CONT'D)

(a) Basis of preparation (Cont'd)

Standards, Amendments to published Standards and tnterpretotions effective in the reporting period
(Cont'd)

IAS 27, 'Separate Financiat Statements' deals sotety with separate financial statements. The stondard has
no impact on the Fund's financial statements.

IFRS 11, 'Joint arrangements' focuses on the rights and obtigations of the parties to the arrangement rather
than it's [ega[ form. There are two types of joint arrangements: joint operations and joint ventures. Joint
operations arise where the investors have rights to the assets and obtigations for the tiabitities of an
arrangement. A joint operator accounts for its share of the assets, liabitities, revenue and expenses. Joint
ventures arise where the investors have rights to the net assets of the arrangement; joint ventures are
accounted for under the equity method. Proportional consolidation of joint arrangements is no [onger
permitted. The standord is not expected to have ony impact on the Group's financiol statements.

IAS 28, 'lnvestments in Associates and Joint Ventures'. The scope of the revised standard covers
investments in joint ventures as wett. IFRS 11 requires investments in joint ventures to be accounted for
using the equity method of accounting. The standard has no impact on the Group's financiat statements.

IFRS 12,'Disclosures of interests in other entities'includes the disctosure requirements for atl forms of
interests in other entities, inctuding joint arrangements, associates, structured entities and other off
batance sheet vehictes. Ihe stondard has no impact on the Group's financial srarements.

IFRS 13,'Fair vatue measurement', aims to improve consistency and reduce comptexity by providing a
precise definition of fair value and single source of fair value measurement and disctosure requirements for
use across lFRSs. The requirements do not extend the use of fair vatue accounting but provide guidance
on how it shoutd be apptied where its use is atready required or permitted by other standards within lFRSs.

IAS 19,'Emptoyee benefits'was revised in June 2011. The changes on the group's accounting poticies has
been as fottows: to immediately recognise att past service costs; and to reptace interest cost and expected
return on ptan assets with a net interest amount that is catcutated by apptying the discount rate to the net
defined benefit tiabitity (asset).

IFRIC 20, 'Stripping costs in the production phase of a surface mine', has no impact on the Group's financial
statements.

Amendment to IFRS 7, "Financial instruments: Disctosures', on asset and tiabitity offsetting. Ihis
amendment includds new disclosures and is not expected to have any impact on the Group's finonciat
stotements,

Amendment to IFRS 1 (Government Loans) has no impact on the Group's financial statements.

Annual lmprovements to IFRSs 2OOg-2011 Cycle

IFRS 1 (Amendment), 'First time adoption of IFRS', hos no impact on the Group's operations.

IAS 1 (Amendment), 'Presentation of financiaI statements', ctarifies the disclosure requirem entst'ioS--
comparative information when an entity provides a third statement of changes in net assets avaitaff'e'for
benefits either as required by IAS 8, 'Accounting poticies, changes in accounting estimates and errbrs' or
votuntarity.



SEYCHELLES PENSION FUND

NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED DECEMBER 31, 2013

2. PRTNCtPAL ACCOUNTlNG pOLtCIES (CONT'D)

(a) Basis of preparation (Cont'd)

Annual lmprovements to IFRSs 2OO9-2O11 Cycle (Cont'd)

IAS 16 (Amendment),'Property, ptant and equipment', ctarifies the spare parts and servicing equipment are
ctassified as property , plant and equipment rather than inventory when they meet the definition of
property, ptant and equipment. The amendment does not hove an impoct on the Group's operotions.

IAS 32 (Amendment), 'Financiat instrumentsr Presentation', ctarifies the treatment of income tax relating to
distributions and transaction costs. The amendment does not have an impoct on the Group's operations.

IAS 34 (Amendment), 'lnterim financiat reporting', ctarifies the disclosure requirements for segment assets
and tiabitities in interim financial statements. The amendment does not have an impoct on the Group's
operations,

Standards, Amendments to published Standards and lnterpretations issued but not yet effective

Certain standards, amendments to pubtished standards and interpretations have been issued that are
mandatory for accounting periods beginning on or after 1 January 2A14 or later periods, but which the
Group has not earty adopted.

At the reporting date of these financial statements, the fotlowing were in issue but not yet effective:

IFRS 9 Financial lnstruments
IAS 32 Offsetting Financial Assets and Financiat Liabitities (Amendments to lA5 32)
lnvestment Entities (Amendments to IFRS 10, IFRS 12 and IAS 27)
IFRIC 21: Levies

Recoverabte Amount Disclosures for Non-financial Assets (Amendments to IAS 36)
Notation of Derivatives and Continuation of Hedge Accounting (Amendments to IAS 39)
IFRS 9 Financial instruments (Hedge Accounting and amendments to IFRS 9, IFRS
Defined Benefit Ptans: Employees contributions (Amendments to IAS 19)
Annua[ lmprovements to IFRSS 2010-2012 cycte
Annuat lmprovements to lFRSs 2011-2013 cycte

Where retevant, the Group is stitt evatuating the effect of these Standards, amendments to pubtished
Standards and lnterpretations issued but not yet effective, on the presentation of its financiat statements.

(b) Property and equipment

Land and buitdings, hetd for use in the production or suppty of goods or for administrative purposes, are
stated at their fair value, based on bi-annual vatuations, by external independent vatuers, less subsequent
depreciation for buildings. Any accumutated depreciation at the date of revatuation is eliminated against
the gross carrying amount of the asset and the net amount is restated to the revatued amount of the
asset. At[ other property and equipment is stated at historicat cost less depreciation. Historicat cost
includes expenditure that is directly attributabte to the acquisition of the items.
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NOTES TO THE FINANCIAL STATEMENTS . YEAR ENDED DECEMBER 3 1, 201 3

2. PRINCIPAL ACCOUNTING POLtCtES (CONT'D)

(b) Property and equipment (Cont'd)

Subsequent costs are inctuded in the assets carrying amount or recognised as a separate asset as

appropriate, only when it is probabte that future economic benefits associated with the item witl ftow to
the Group and the cost of the item can be measured retiabty.

lncreases in the carrying amount arising on revatuation are credited to revaluation surptus in the
statements of net assets avaitable for benefits. Decreases that offset previous increases of the same asset
are charged against revatuation surplus in the statements of net assets avaitabte for benefits directty; att
other decreases are charged to the lncome and Expenditure Account.

Depreciation is catcutated on the straight-tine method to write off their cost to their residual values over
their estimated useful lives as fottows:
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Buitdings

lmprovement to Buitdings
Equipment
Furniture & Fittings
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The assets' residual vatues and usefut [ives are reviewed, and adjusted if appropriate, at the end of each
reporting period.

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

Gains and losses on disposats of property and equipment are determined by comparing proceeds with
carrying amount and are included in the lncome and Expenditure Account. On disposat of revatued assets,
the amounts included in revaluation surplus are transferred to retained earnings.

(c) lnvestment properties

Properties hetd to earn rentats/or for capital appreciation or both are ctassified as investment properties.
lnvestment properties are carried at fair vatue, representing open-market vatue determined bi-annuatty by
external vatuers and subject to yearly reviews Fy tfre valuers. Changes in fair vatues are recognised in the
lncome and Expenditure Account and subsequentty in net assets avaitabte for benefits.

(d) lnvestment in subsidiary

Separote financiol statements of the Fund

lnvestments in subsidiaries are carried at cost. The carrying amount is reduced to recognise any
impairment in the value of individuat investments.
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NOTES TO THE FINANCIAL STATEMENTS. YEAR ENDED DECEMBER 31, 2013

2. PRINCIPAL ACCOUNTTNG POL|CTES (CONT',D)

(d) Investment in subsidiary (Cont'd)

Consolidoted financiol stotements

Subsidiaries are at[ entities (inctuding special purpose entities) over which the Group has the power to
govern the financiat and operating poticies generalty accounting a sharehotding of more than one hatf of
the voting rights. The existence and effect of potential voting rights that are currentty exercisable or
convertible are considered when assessing whether the Group controls another entity. Subsidiaries are futty
consolidated from the date on which control is transferred to the Group. They are de-consotidated from
the date that control ceases.

The acquisition method of accounting is used to account for business combinations by the Group. The
consideration transferred for the acquisition of a subsidiary is the fair values of the assets transferred, the
tiabitities incurred and the equity interests issued by the Group.

The consideration transferred includes the fair value of any asset or tiabitity resutting from a contingent
consideration arrangement. Acquisition-related costs are expensed as incurred. ldentifiabte assets acquired
and tiabitities and contingent tiabitities assumed in a business combination are measured initiatty at their
fair values at the acquisition date. On an acquisition-by-acquisition basis, the Group recognises any non-
controtting interest in the acquire either at fair vatue or at the non-controtting interest's proportionate
share of the acquiree's net assets. Subsequent to acquisition, the carrying amount of non-controtting
interests is the amount of those interests at initial recognition ptus the non-controlting interests, share of
subsequent changes in equity.

The excess of the consideration transferred, the amount of any non-controlting interest in the acquiree and
the acquisition'date fair vatue of any previous equity interest in the acquiree over the fair vatue of the
Group's share of the identifiabte net assets acquired is recorded as goodwitt. lf this is less than the fair
vatue of the net assets of the subsidiary acquired in the case of a bargain purchase, the difference is
recognised directly in the income and expenditure account.

lnter-Fund/Company transactions, batances and unrealised gains on transactions between Group companies
are etiminated. Unreatised losses are atso etiminated. Accounting poticies of subsidiaries have been
changed where necessary to ensure consistency with the poticies adopted by the Group.

Transactions and non-controlling interests
,,

The Group treats transactions with non-controlting interests as transactions with equity owners of the
Group. For purchases from non-controtting interests, the difference between any consideration paid and
the retevant share acquired of the carrying vatue of net assets of the subsidiary is recorded in equity. Gains
or losses on disposats to non-controtting interests are also recorded in equity,

(e) lnvestment in associates

Seporate financial stafements of the Fund

ln the separate financial statements of the investor, investments in associated companies are carried at
cost (or at fair vatue). The carrying amount is reduced to recognise any impairment in the vatue,sf

11
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NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED DECEMBER 31, 2013

2. PRtNC|PAL ACCOUNTTNG POLICIES (CONT'D)

(e) lnvestment in associates (Cont'd)

Consolidated financial statements

An associate is an entity over which the Group has significant inftuence but not controt, or joint control.
lnvestments in associates are accounted for by the equity method except when ctassified as hetd-for-sate.
lnvestments in associates are initialty recognised at cost as adjusted by post acquisition changes in the
Group's share of the net assets of the associate less any impairment in the vatue of individuat investments.

Any excess of the cost of acquisition and the Group's share of the net fair vatue of the associate's
identifiabte assets and liabitities recognised at the date of acquisition is recognised as goodwitl, which is
inctuded in the carrying amount of the investment. Any excess of the Group's share of the net fair vatue of
identifiabte assets and tiabitities over the cost of acquisition, after assessment, is inctuded as income in
the determination of the Group's share of the associate's profit or [oss.

When the Group's share of losses exceeds its interest in an associate, the Group discontinues recognising
further losses, untess it has incurred legal or constructive obtigation or made payments on behatf of the
associate.

Unreatised profits and losses are eliminated to the extent of the Group's interest in the associate.
Unreatised losses are atso etiminated untess the transaction provides evidence of an impairment of the
asset transferred.

Where necessary, appropriate adjustments are made to the financial statements of associates to bring the
accounting poticies used in line with those adopted by the Group.

lf the ownership interest in an associate is reduced but significant inftuence is retained, onty a
proportionate share of the amounts previousty recognised in other comprehensive income are rectassified
to profit or loss where appropriate.

(f) Financial assets

The Group ctassifies its financial assets into the fottowing categories: loans and receivables, hetd-to-
maturity investments and avaitable-for-sate financiat assets. The ctassification depends on the purpose for
which the financia[ assets were acquired. Management determines the ctassification of the investments at
initial recognition and re-evaluates this at every reporting date.

(i) Loons and receivables

Loans and receivabtes are unquoted non-derivative financial assets with fixed or determinable payments.
They arise when the Group provides money or seryices directty to a debtor with no intention of trading the
receivabte. They are included in current assets when maturity is within twetve months to the end of the
reporting period or non-current assets for maturities greater than twetve months.

(ii) Held-to-maturity investments

Hetd'to'maturity investments are non-derivative financiat assets with fixed or determinabte payments and
fixed maturities that the Group has the positive intention and abitity to hotd to maturity. Hetd-to-maturity
investments are recognised initiatty at fair vatue plus directty attributabte transaction costs. SubseqLiegi
to initial recognition, they are measured at amortised costs using the effective interest method less any
impairment. 

_

:
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2.

(f)

PRINCIPAL ACCOUNTTNG POL|ClES (CONT'D)

Financial assets (Cont'd)

(iii ) Avai loble-for-sale financial assefs

Availabte for sate financiat assets are non-derivatives that are either designated in this category or not
classified in any of the other categories. They are included in non-current assets unless management
intends to dispose of the investment within twetve months to the end of the reporting period.

Recognition and measurement

Purchases and sates of avaitabte-for-sate financial assets are recognised on trade-date (or setttement
date), the date on which the Group commits to purchase or setl the asset. They are initiatty measured at
fair vatue ptus transaction costs. Avaitabte-for-sate financial assets are subsequentty carried at their fair
vatues.

lnvestments in equity instruments that do not have a quoted market price in an active market and whose
fair value cannot be retiabty measured are measured at cost,

Unrealised gains and losses arising from changes in the fair vatue of financial assets ctassified as avaitable-
for'sate are recognised in equity. When financial assets ctassified as avaitable-for-sate are sotd or impaired,
the accumutated fair vatue adjustments are inctuded in the lncome and Expenditure Account as gains and
tosses on financial assets.

Derecognition

Availabte-for'sate financiat assets are derecognised when the rights to receive cash ftows from the
investments have expired or have been transferred and the Group has transferred substantiatty att risks and
rewards of ownership.

(iv) Contributionsreceivable

Contributions receivable are recognised when due. Contributions receivabte are stated at their nominal
value as reduced by appropriate attowances for estimated irrecoverabte amounts.

The nominal vatue of contributions receivabte is assumed to approximate its fair vatue.

(v) Benefits payobte '

Benefits payabte are stated at their nominat vatue.

The nominat vatue of benefits payabte is assumed to approximate its fair vatue.

(vi) Receivables

Receivabtes and prepayments are recognised initiatty at fair vatue and subsequentty measured at amortised
cost using the effective interest method, less provision for impairment. A provision for impairment of trade
receivables is estabtished when there is objective evidence that the Group witt not be abte to cottect. att
amounts due according to the originat terms of receivables. --

The carrying amounts of receivabtes are assumed to approximate their fair vatues. o
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2.

(f)

PRtNCtpAL ACCOUNTTNG POL|ClES (CONT'D)

Financial assets (Cont'd)

(vii) Cash and cash equivatents

Cash and cash equivatents inctude cash in hand, deposits hetd at catt with banks and other short-term
highty tiquid investments with original maturities of 3 months or [ess.

lmpairment of financial assets

The Group assesses at the end of each reporting period whether there is objective evidence that a
financial asset or a group of financial assets is impaired. ln the case of equity investments classified as

avaitabte'for-sale, a significant or protonged dectine in the fair vatue of the security betow its cost is
considered in determining whether the securities are impaired. lf any such evidence exists for avaitabte-
for-sate financial assets, the cumutative loss measured as the difference between acquisition cost and the
current fair vatue, less any impairment loss on that financial asset previousty recognised in equity is
removed from equity and recognised in the statement of comprehensive income. lmpairment losses for an
investment in an equity instrument are not reversed through the Statement of Comprehensive lncome.

(g) Foreign currencies

Functional ond presentation currency

Items inctuded in the financiat statements are measured using Seychettes Rupee, the currency of the
primary economic environment in which the entity operates ("functional currency'). The financial
statements of the Group are presented in Seychettes Rupee, which is the Group's functional and
presentation currency.

Transoctions and balances

Foreign currency transactions are transtated into the functionat currency using the exchange rates
prevaiting on the dates of the transactions. Foreign exchange gains and losses resutting from the
setttement of such transactions and from the transtation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised in the Statement of Comprehensive
lncome.

'

Foreign exchange gains and tosses that retate to borrowings and cash and cash equivatents are presented in
the statement of comprehensive income within 'finance income or cost'. Att other foreign exchange gains
and losses are presented in the statement of comprehensive income within 'other (tosses)/gains - net'.

Non-monetary items that are measured at historical cost in a foreign currency are translated using the
exchange rate at the date of the transaction.

Non'monetary items that are measured at fair vatue in a foreign currency are transtated using the
exchange rates at the date the fair vatue was determined.

Transtation differences on non-monetary items, such as equities hetd at fair vatue through profit or [oss,
are reported as part of the fair vatue gain or loss. Translation differences on non-monetary items, such as
equities classified as avaitabte-for-sate financial assets, are included in the fair vatue reserve in equity.
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2. PRtNCtPAL ACCOUNTING POLICIES (CONT'D)

(h) lmpairment of assets

Assets that have an indefinite useful tife are not subject to amortisation and are tested annuatty 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 recoverabte. An impairment [oss is

recognised for the amount by which the carrying amount of the asset exceeds its recoverabte amount. The
recoverable amount is the higher of an asset's fair vatue less costs to setl and vatue in use. For the
purposes of assessing impairment, assets are grouped at the lowest levets for which there are separatety
identifiabte cash ftows (cash-generating units).

(i) Leases

Leases where a significant portion of risks and rewards of ownership are retained by the lessor are
ctassified as operating leases. Lease rental charges are charged to the lncome and Expenditure Account on
a straight-tine-basis over the period of lease. The amount paid at inception by the Fund to acquire lease
interest on land has been capitatised and accounted as deposit on teasehotd land and depreciated over the
lease term.

Contributions, interest and income
Revenue after eliminating revenue within the Group comprises:
(i) Emptoyers'and emptoyees'contributions to the Pension Fund;
(ii) lnterest income - on a time-proportion basis using the effective interest method. When a receivable is

impaired;
(iii) lnterest income - on a time-proportion basis using the effective interest method. When a receivable is

impaired, the group reduces the carrying amount to its recoverabte amount, being the estimated
future cash ftow discounted at original effective interest rate, and continues unwinding the discount
as interest income. lnterest income on impair [oans is recognised either as cash is coltected or on a

cost-recovery basis as conditions warrant;
(iv) Dividend income - when the sharehotder's right to receive payment is established; and
(v) Rental income - as it accrues based on the terms of the renta[ contract.

Retirement benefit obligations

(i) Defined benefit plans

The Group provides for a payment of gratuity to permanent employees. Gratuities are paid every five years
(except in the case of earty retirement) as from January 2007, f or continuous seryice. The amount
provisioned every year is based on the number of years the emptoyee has worked after the tast payment
date. This type of emptoyee benefits has the characteristics of a defined benefit ptan. The tiabitity
recognised in the statement of financial position in respect of the defined benefit ptan is the present vatue
of the defined obligation at the reporting date less fair vatue of ptan assets together with adjustments for
unrecognised actuarial gains and [osses and past service costs. The defined benefit obtigation is catculated
annuatly by independent actuaries using the projected unit credit method. The present value of the
defined benefit obligation is determined by discounting the estimated future cash outflows using interest
rates of high-quatity corporate bonds that are denominated in the currency in which the benefits witt be
paid and that have terms to maturity approximating the terms of the retated pension tiabitity.
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2. PR|NC|PAL ACCOUNTTNG POL|CIES (CONT'D)

p (i) Defined benefit plans (Cont'd)

i The Group does not do any actuarial valuation since the Directors have based themsetves on the method as
; prescribed by the Seychettes Emptoyment Act and they have estimated that the amount of tiabitity

provided Mtt not be materialty different had it been computed by an externat Actuary.

The Fund is exempt from tax.

(m) Provlslons

L Provisions are recognised when the Group has a present tegat or constructive obtigation as a resutt of past
events and it is probabte that an outftow of resources, that can be reliabty estimated, witt be required to

i settle the obtigation.
I
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(b)

3. DESCRIPTION OF THE PENSION FUND AND FUNDING POLICY

(a) The Fund

The Seychelles Pension Scheme was estabtished under the Seycheltes Pension Scheme Act, 1990, CAP 220"

and commenced with effect on 1 January 1991. ln August 2005, the Seychettes Pension Scheme Act, 1990

was repeated and it was reptaced by the Seychettes Pension Fund Act, 2005 under which the body was

renamed as Seychettes Pension Fund.

The Fund is under the administration of the Board made up of Twetve (12)Trustees (2012: Eteven (11)).

The Fund is a defined contribution scheme which accumutate funds to buitd up reserve for the payment of
pension to its members. The principal activities of the Fund comprise of providing financial security to the
retiring members which include payment of accumulated contributions, monthty pension to the members,
financia[ security to the dependents of the deceased members and other benefits under various schemes
as futty described in Part ll, Section 4 of the Act and appticabte Regutations. Membership is mandatory for
every worker who is a citizen of Seychetles. A setf-employed person or other person citizen of Seychettes
can become a member of the Fund and pay contributions.

Funding policy

The overriding principte of the funding poticy is that investment must yield maximum returns to
strengthen the financial position of the Fund to be abte to meet its objectives. Funds which are not
required for current benefit payments or administration expenses must be invested to provide return to
assist in sustaining the Fund in the medium to long-term.

The main objective of the funding poticy is to invest the assets so as to ensure that the Fund witt atways
be abte to meet its obtigations to its members, without any increase to current contribution rates. Subject
to this primary objective, the Board of Trustees aims to optimise returns to its members so as to protect
their purchasing power against price inflation. Contribution rates and interest payabte decisions are
determined by the Minister upon recommendation of the Board.

lnvestments are in bank deposits, treasury bilts and bonds, other government bonds, shares, commerciat,
resident and industrial properties, housing and direct tending provided the Board is satisfied that there is
sufficient security.

Valuation of the Fund

Under Section 55 of the Seychetles Pension Fund Act 2005, the Board is required to make an actuarial
investigation of its assets and liabitities at intervats of not more than 3 years. The tatest actuarial review
report is as at December 31, 2013.

Based on the existing total contribution of4% of earnings effective January 1,2014, the fund is in no
immediate financial difficutties and witt continue to grow untiI around 2023 at which time it witl represent
atmost 6 times the pension outgo. However, the current rate of contribution of 4% of earnings witt not be
sufficient to fund members' pensions which based on the Wortd Bank assumptions for future poputation
growth indicates that the long term rate might be at least 9% to 9.5% of earnings. 

. . ._ . .. -

(c)

:
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4, FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial and non-financial risks. A description of the
significant risk factors is given betow together with the risk management poticies appticabte.

(a) lnvestment risk

The various risks directty linked to the investments constitute by far the main threat to the Fund's
activities. Sustained poor performance woutd lead to returns to members and uttimatety to benefit
reduction or to increased emptoyer contributions. Traditionatty the contributions are fixed according to pre-
estabtished rates. ln generat, therefore, the option to increase contributions is to be considered as a risk
measure of tast resort and the Fund prefers a prudent approach to asset management that is tikety to
generate moderate, regutar returns. The primary contro[ measure is the regular appraisat of the Fund's
assets and investment strategy by the Board of Trustees upon the advice of the Actuary and other externa[
advisors as appropriate.

: 
The fotlowing types of investment risk can be identified:

(i) lnterest rate risk

The risk that fatting interest rates witl reduce investment income on the assets, or that rising interest
rates witl increase debt servicing costs or lead to fatting values of fixed income instruments.

The Fund finances its operations through operating cash flows which are principatty denominated in
Seychetles Rupees.

:*H:'ffilX;i[ffTt?I%?:liTX",",", to interest.bearing investmenrs. rhe information on
maturity dates and effective interest rates of financial assets are disctosed.

' The Fund does not generatty borrow, so the cost of borrowing is ni[ and unaffectedby rate rises.
- The toan portfotio is composed mainty of loans at "fixed" rates; atthough these rates are adjusted

where the spread between the SPF rates and bank rates becomes too significant, there is a certain
inertia that tends to protect the Fund from sudden or temporary fatts. Additionatty, penatties appty
on earty repayments to discourage ctients from switching loan provider.

(ii) lharket risk

The risk that a sudden fatt in asset vatues restricts the Fund's abitity to pay benefits.

There are severat ways in which the Fund manages this risk:

- Diversification ' the assets are hetd in a wide range of different investments, thus [imiting the
probabitity of att assets fatting in value simultaneousty. However, there are few investment
mediums.

- Liquidity ' great care is taken to ensure that the Fund shoutd not need to realise potentiatty
votati[e assets when their values are depressed.

The Fund is exposed to equity securities price risk because of investments hetd by the Fund and
ctassified on the statement of net assets avaitable-for-sate.

Sensitivitv anolvsis

The table betow summarises the impact of increases/decreases in the fair value of the investments on
the fund's fair value of financial assets. The anatysis is based on the assumption that the fair value had

. increased/decreased by 5%.

18
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4.

(a)

FINANCIAL R|SK I ANAGE^ ENT (CONT'D)

lnvestment risk (cont'd)

(ii) lvlarket risk

Se nsi tivi ty ana lysi s (C ont' d )
THE GROUP AND THE FUND

2013 2012

(iii)

SR 5R

Avaitable-for-sate financiaI assets 842,338 765,506

Liquidity risk

The risk that cash ftow requirements witt force the Fund to reatise an investment on poor terms, either
through the investment's unmarketabitity (a [oan) or ittiquidity (a buitding), or simpty because the asset
value is temporarity depressed (a share).

The Fund controts this risk primarity via a detaited annual budget to ensure that the investment
strategy will generate positive cash ftows, inctuding where necessary the proceeds of the sate of
certain assets. Cash ftow forecasts hetp the fund to take appropriate actions.

The Fund atso has a portfotio of tiquid assets, the maturities of which fatts either before or concurrent
to the maturity of its obtigations.

Procedures have atso been estabtished throughout the Fund so that att users channet their requirements
to the finance function. This ensures that budget exercise is carried out in an effective manner.

Management monitors rotling forecasts of the Fund's tiquidity reserve on the basis of expected cash
ftow and does not foresee any major tiquidity risk over the short to medium term.

Credit risk

The risk that a member defautts on his contributions or a possibte defautt by a tenant.

The risk is minimised by the fact that contribution to the Fund by active workers are mandatory and
contributions are deducted directty from'emptoyees sataries and remitted to the Fund. There is no
history of material bad debts. The Fund has estabtished procedures to ensure that rental agreements
are made Mth tenants with an appropriate credit history.

Currency risk

The Fund's activities are not exposed to currency risk. However, the Fund requires foreign exchange for
devetoping its investment poticies which are met through requests with financiat institutions.

Onty a smatl percentage of the portfotio is invested in the overseas stock market. The Fund's portfotio
in key holdings yietded tower returns in 2013 compared to2012.

(iv)

(v)
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4. FTNANCIAL RISK MANAGEMENT (CONT'D)

(a) lnvestment risk (Cont'd)

(vi) Counter-party risk

The risk that an external fund manager defautts on its contractual responsibitities.

This risk is mitigated via the fottowing measures:

- Att fund managers are subject to rigorous assessment prior to appointment, and to regutar appraisal
thereafter,

- Overseas fund managers are generatty large, wett-estabtished organisations with sound reputations
and track records,

- The Fund seeks independent professional advice on overseas fund managers.
- There is presentty onty one fund manager with whom the Fund has entrusted with investing in the

Mauritian market.
- The fund manager provides regutar reports to the Fund based on an estabtished investment poticy.

(b) Economic risk

This corresponds to the risk that externa[ economic events (other than those specificatty retated to
investments) witt weaken the Fund's financial position. Two examptes of such risk are apparent:

(i) lndustry risk

The risk that the economy cottapses, teading to redundancies, earty retirements and cessation of
contributions, amongst other wider sociat, potitical and economic effects in Seychettes. The primary
tikety effect on the Fund of such an outcome woutd be an increase in benefits outgo (earty
retirements) and an acceterated shift from positive net cash ftow to negative net cash ftow. Cash ftow
anatysis of this kind of scenario suggests that reatisation of assets of fund woutd provide the necessary
tiquidity to counter the cash ftow need.

(ii) lnflation risk

whitst the Centrat Bank does pursue a policy of price stabitity, one cannot assume that a sma[[ isotated
country such as Seychettes witl always be abte to control inftation. lnftation woutd not necessarity be a
problem for the Fund if it was accompanied by compensatory increases in investment returns. The
smatlness and inefficiency of the locat market, however, suggest that one could not necessarity atways
count on the atignment of inftation and yields.

The Fund protects itsetf in the fotlowing ways:

' Rea[ assets (shares, property) would be expected to appreciate in vatue both in terms of capital
and income growth,

- Overseas hotdings would tend to buoy up returns since one might expect locat inftation to be
ctosely [inked to Rupee depreciation,

' When considering the purchase of government debt instruments, the Fund demands a significant --_
yield compensation for inftation risk on longer term instruments. . .---_-_: , -./' /-
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FtNANCtAL RISK MANAGEMENT (CONT',D)

Operational risk

The risk that the Fund may incur financial losses due to negtigence or fraud.

Operational risk is, however, remote since the company's operations are supported by a strong management
structure and controts in ptace. These activities are under ctose supervision of management, in turn
monitored by the Board.

There is atso an internal audit department who assesses the existing situation and reinforce any shortfalts
that coutd come across.

Legal risk

The risk that the Fund commits an act that is subsequentty deemed itlegat and woutd be subject to penatty.

This risk is somewhat limited since the Fund is governed principatty under a single, ctear piece of
legislation: The "Seychettes Pension Fund Act, 2005". Att the actions of the Fund are regutated by the Act,
and the Fund's procedures are att based on strict observance of the Act's provisions. The Board of Trustees
is accountabte to the Minister of Finance and the National Assembty.

Disaster recovery risk

The risk that a disaster wipes out the Fund's capacity to continue its operations.

The most obvious exampte is that the offices burn down, destroying a[[ written and etectronic records.

The written records woutd be tost if the entire offices were destroyed. Such toss is not considered to be
significant, atthough it woutd represent an inconvenience. This is because atl major fites are stored
etectronicatty and centratly, and are subject to rigorous external backup procedures, ln particutar, the
backups are atso hetd off-site, On a retated note, internet security issues have atso been addressed: a
single, isolated PC is dedicated to internet, and all externat disks must be scanned on this machine prior to
contact with the network. The presence of an lT Officer adds to the security of the back-ups of electronic
information.

As to the risk to the Fund of death of one or more of its staff, it is our view that there is no "key man,, such
that this woutd materiatly affect the Fund.

Reputational risk

The risk that some act of the Fund be badty perceived by the pubtic, thus damaging the Fund's capacity to
operate.

It is to be hoped that the Fund's corporate governance framework witt protect it from this risk. Atthough
reputation is a fragite quatity, the Fund has estabtished a sound reputation, and has promoted transparency
in its deatings with members, notabty via the dissemination of exptanatory literature and through the ctarity
and completeness of its annuat report and financia[ statements.

21

4.

(c)

(d)

(e)

(f)
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4.

(f)

FINANC|AL RtSK MANAGEMENT (CONT',D)

Reputational risk (Cont'd)

The Fund atso ptans to introduce a cutture of best practice in every segment of its activities by
benchmarking on whatever appropriate procedures are apptied by enterprises around the wortd (e.g.
custodians, independent fund managers, apptication of lnternationa[ Accounting Standards, etc).

CRITICAL ACCOUNTING EST]MATES AND JUDGEMENTS

Estimates and judgements are continuousty evatuated and are based on historical experience and other
factors, inctuding expectations of future events that are betieved to be reasonabte under the
circumstances.

Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates witt,
by definition, setdom equal the retated actual resutts. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amounts of assets and liabitities within the
next financiat year are discussed betow.

Held-to-maturity investments

The Group fotlows the guidance of lnternational Accounting Standard (lAS) 39 - "Recognition and
Measurement" on ctassifying non-derivative financial assets with fixed or determinabte payments and fixed
maturity as held-to'maturity. This ctassification requires significant judgement. ln making this judgement,
the Group evatuates its intention and abitity to hotd such investments to maturity.

lf the Group fails to keep these investments to maturity other than for specific circumstances explained in
IAS 39, it wilt be required to rectassify the whole class as avaitable-for-sale. The investments woutd
therefore be measured at fair value not amortised cost.

lmpairment of available-for-sale financial assets

The Group fotlows the guidance of IAS 39 on determining when an investment is other-than-temporarity
impaired. This determination requires significant judgement. ln making this judgement, the Group
evatuates, among other factors, the duration and extent to which the fair vatue of an investment is tess
than its cost, and the financiat heatth of and near-term business outtook for the investee, inctuding factors
such as industry and sector performance, changes in technotogy and operational and financing cash ftow.

lmpairment of other assets

At each batance sheet date, management reviews and assesses the carrying amounts of the other assets and
where relevant writes them down to their recoverabte amounts based on best estimates.

Fair value estimation

The fair vatue of financial instruments traded in active markets is based on quoted market prices. The fair
vatue of financial instruments that are not traded in an active market is determined using vatuation
techniques. The Group uses a variety of methods and makes assumptions that are based on market
conditions existing at the end of each reporting period.

5.

l

(a)

(b)

(c)

(d)
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cRtTtcAL ACCOUNTTNG ESTIMATES AND JUDGEMENTS (CONT'D)

Critical accounting estimates and assumptions (Cont'd)

Fair value estimation (Cont'd)

The Fund uses the fotlowing hierarchy for determining and disclosing the fair vatue of financial instruments
by vatuation technique:

Level 1: quoted (unadjusted) prices in active markets for identicat assets or liabilities

Level 2: other techniques for which atl inputs which have a significant effect on the recorded fair vatue are
observabte, either directty or indirectty; and

Level 3: techniques which use inputs which have a significant effect on the recorded fair vatue that are not
based on observabte market data.

The fotlowing table shows an anatysis of financiat instruments recorded at fair vatue by [eve[ of their vatue
hierarchy:

THE GROUP AND THE FUND

Level I Level 2 Level 3 Total

23

5.

(d)

(e)

(f)

SR

16,846,751

SRSR SR

16,846,751
At December 31.2013
Available-for-sale

At December 31. 2012

Avaitabte-for-sale 15,310,127 15,310,127

Retirement benefit obligations

The cost of defined benefit pension ptans has been determined using the method as per the Seychettes
Emptoyment Act and the Directors have estimated that the amount of tiabitity provided witl not be
materiatty different had it been computed by an external Actuary.

Limitations of sensitivity analysis

Sensitivity anatysis in respect of market risk dFmonstrates the effect of a change in a key assumption while
other assumptions remain unchanged. ln reatity, there is a corretation between the assumptions and other
factors. lt shoutd atso be noted that these sensitivities are non-linear and [arger or smalter impacts should
not be interpotated or extrapotated from these results.

Sensitivity anatysis does not take into consideration that the Group's assets and tiabitities are actively
managed. Other limitations inctude the use of hypothetical market movements to demonstrate potentiat
risk that onty represent the Group's views of possibte near-term market changes that cannot be predicted
with any certainty.
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6. PROPERTY AND EQUIPMENT. THE GROUP AND THE FUND (CONT'D)

The fair vatue of freehotd land and buitdings ranged between SR 587 to 5R 7,000 per square meter.

INVESTMENT PROPERTIES

(a) Fair vatue THE GROUP AND THE FUND

2013 2012

(e)

7.

At January 1,

Additions
lncrease in fair vatue
Transfer from property and equipment (note 6(a))
At December 31,

SR

603,019,793
37,613,409

SR

454,618,559
103,641 ,747
41,356,651

3,402,936
640 633 201 603.019.793

(b) The vatue of the investment properties was subject to a bi-annual review at December 31,2012 by Messr.
Basetine Surveys & Co. (Pty) Ltd, Hubert Atton and Lester J.W Quatre & Co, independent professionatty
quatified vatuers, on an open-market basis with existing tenancies.

The next vatuation is expected to be performed in 2014. The Board of Trustees are of the opinion that the
carrying amounts of lnvestment Properties approximate their fair vatues at the end of the reporting period.

lf property had been carried at cost less accumulated depreciation, the carrying amount woutd have been as
fottows:

201 3 2012
Land Buitdings TotaI TotaI

SR SR SR SR

Cost

Accumutated depreciation
Net book value

(a) The fotloMng amounts have been

371,821,174 391,217,734 321,531,494
(13,989,618) (13,989,618) (9,648,8251

9,396,560

9.396.560 L!&!!LE!_ _3 67,228 J 1g__11_1,882, 5se_

recognised in profit or [oss:

THE GROUP AND THE FUND

2013 2012
SRSR

Rentat income
Direct operating expenses generating rental income
Direct operating expenses generating rental income
Profit arising from investment property

53,179,153 29,411 ,664
(10,337,690) (6,908,534)
(1 1,689,860) (4,971 ,416)

_M!l,69!_ _16,631JM
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DEPOSIT ON LEASEHOLD LAND

Properties from Mascareignes Properties Limited are on leasehotd tand. The initiat deposit on the tease

amounting to SR. 50mittion is being amortised over the term of the lease, i.e.,97 years and the movement is
THE GROUP AND THE FUND

201 3

Re-stated
2012

27

8.

(a)

1

I

Cost

At January 1 and December 31,

Amortisation
At January 1,
- As previousty stated
- Prior year adjustment (note (b) betow)

Charge for the year
At December 31,

Net Book Value
At December 31,

SR

50,000,000

5R

50,000,000

13,194,597 9,186,507
(9,457,513) (5,964,883)

3,737,094
515,460

3,221,624
515,460

(b)

9.

I

The prior year adjustment represents reversal of amortisation charge over-stated in previous years.

INVESTMENT IN SUBSIDIARY THE FUND

2013 AND 2012

SR

5,100

2013 AND 2012

_4,252,544__3Jy,084_

45,747,456 46,262,916

Ordinary
December 31,

51%
Seychelles

lnvestment holding

2013 AND 2012
SR

Cost

At January 1, and December 31,

Detaits of the Fund's subsidiary, Opportunity Investment Company Limited, are given betow:

Ctass of shares hetd
Year end

Proportion of ownership interest and voting power
hetd (direct)

Country of incorporation and residence
Activity

10. INVESTMENT IN ASSOCIATES

(a) THE FUND - AT COST

At January 1, and December 31, 59.662.908
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10. tNVESTMENT tN ASSOCIATES (CONT',D)

(b) THE GROUP

At January 1,

Share of resutts for the year
Dividends
At December 31,

(c) The Group's interest its associates was as fotlows:

At Dec.ember 31 . 2013
Seychelles Breweries Ltd 383,197 117,084 442,367 91,865
SACOS Group Limited 621,342 476,641 95,790 20,016

At December 31, 2012
Seycheltes Breweries Ltd 316,523 67,554 346,772 41,142
SACOS Group Limited 654,461 519,069 130,475 19,663

2013 2012

90,469,243 103,223,777

27,315,128 14,407,466
(26,489,8361 (27,162,000)

91,294,535 90,469,243

Proportion Proportion
of ownership of ownership
interest and interest and

voting rights voting rights
Assets Liabitities Revenues Profit (Direct) (lndirect)
sR'000 5R'000 5R'000 sR'000 % %

SRSR

l
I

L-

26
- 18.87

26
- 18.87

I

IL

i (d)

, (e)
I

, (f)

Shares in SACOS Group Limited (SGL) are hetd by the Fund through its subsidiary, Opportunity lnvestment
Company Limited, and the Directors consider that significant inftuence exist to recognise SGL as an associate.

Where necessary, appropriate adjustments have been made to the financial statements of associated
companies to bring the accounting poticies used in tine with those adopted by the Group.

Management accounts to December 31, have been used for consotidating the results of Seychettes Breweries
Limited.

The year-ends of Seychettes Breweries Ltd and SACOS Group Limited are June 30, and December 31,
respectively.

(g)

I

I

I

r
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1 1. TNVESTMENT lN FINANCTAL AssETS (CONT'D)

(e) None of the financia[ assets are either past due or impaired.

(f) lnvestments in financiat assets are denominated in the fottowing currencies:

Seycheltes Rupee
Mauritian Rupee
US Dottar

Contributions receivabte
Amount receivabte from the Government
of Seychetles (note 29)
lnterest receivabte
RentaI income receivabte
Receivabte from subsidiary company
Advance payment
Other receivabtes

THE GROUP AND THE FUND

2013 2012

370,612,115 311,435,155
24,818,681 56,004,870
17,553,000 31,344,000

412.983.796 398.784.025

THE FUND

2013 2012

SRSR

12. LOAN TO SUBSIDIARY

(a) The loan to subsidiary company is interest free with no fixed repayment terms.

(b) The carrying amounts of the toan has been assumed to approximate its fair vatue.

(c) The toan is denominated in Seycheltes Rupee.

13. RECETVABLES AND PREPAYMENTS THE GRoUP
2013 2012

SR SR

9,469,971 210,915

11,674,292 21,793,633
5,794,675 6,266,294
5,573,672 4,172,294

SR

9,469,971

11,674,292
5,794,675
5,573,6-72

SR

710,815

21,783,633
6,266,294
4,177,395

360,306
2,239,690

(a)

(b)

(c)

15,105,236 2,239,690 15,105,236
3,464,618 3,55g,ggg 3,464,619 3.559.999

J1,932. 4 64_ _33.D2re_ _E1,932. 4 6 4_ __l!lg!-1 2 2

The carrying amount of trade and other receivabtes are denominated in Seychettes rupees and
approximate their fair vatue.

None of the above receivabtes and prepayments were past due or impaired and the Board of Trustees are
of the opinion that no provision for credit impairment is required.

The maximum exposure to credit risk at the reporting date is the fair vatue of each ctass of receivabte
mentioned above. The Group does not hotd any cottaterat as security.

14. OTHER PAYABLES

RentaI deposits
Advance on rent
lnterest received in advance
Accrued expenses
Retention payabte
Other payables

2013 2012
SR SR

6,598,510 5,395,471
532,296 139,926
190,734 1,449,694

1,5'.15,044 3,100,492
5,193,626 2,795,342

319,234 405,157

THE GROUP THE FUND

201 3 7012
SR

6,598,51 0
532,296
190,734

1,515,O44
5,193,626

SR

5,385,471
1 38,826

1,449,694
3,100,482
2,795,342

314.134 400.057

_14.349.444__11?n_y2_ 14 a44 a44 fi )^R n1

(a) The carrying amounts of other payables are denominated in Seychettes rupees and approximate their fair
vatue.



SEYCHELLES PENSION FUND

NOTES TO THE FINANCIAL STATEMENTS. YEAR ENDED DECEMBER 31, 2013

15. MEMBERS'FUND

Up to the year 2005, Members' Fund represented the batance of fund due to members who have not
attained retirement age. However, with the introduction of the Seychettes Pension Fund Act 2005 which
came into effect from January 1,2006, new benefits were introduced to the members inctuding monthty
payment of pension if the members meet the etigibitity criteria set under the new Act and Regutations.

The Members' Fund batances up to December 31 ,2013 are reduced with the new benefits paid under the
new scheme. The Members' Fund atso inctudes accumutated batance of members who have reached the
retirement age and are etigibte for monthty pension. However, the accounts of the retirees should have
been separated from the active members fund and reftected in the other fund created for this purpose.
With the commissioning of the new computer system, the management is stitt in the process of segregating
these amounts from the active Members'Fund in the next reporting period.

16. OTHER FUNDS

THE GROUP

AND THE FUND

2013 &.2012
SR

191,957,249

,('t80,253,313)
11,703,935
71,215,276
43,489,567

1?6,409,779

Under the new scheme of benefits payabte to the members, the Sociat Security Fund refunds the whote of
the social security pension to the Seychettes Pension Fund for payment of Social Security and Benefits to
the members etigibte for monthty pension.

The Nationa[ Provident Fund Act was repealed and after refunding the contributions to the persons entitted
under that Act, the batance was transferred to Seychettes Pension Fund as required under Section 73(2) of
the Seychettes Pension Fund Act, 2005.

The SPF contribution from Government of Seychettes are funds received on the gross satary of members.
None were received during the year under review (2012:1%).

RESERVE FUND

THE GROUP

AND THE FUND

2013 & 2012
SR

At January 1, and December 31, 14,569,591

The Chief Executive Officer, acting on the advice of the Board of Trustees, has not made any annual
transfer which up to the year 2005 was 30% of the difference between the interest earned by the Fund and
the interest paid to the members as there was no immediate need to do so.

The transfer to the Reserve Fund was made in order to provide for future tiabitities arising as a result of
the need to pay pensions to members living beyond the average life expectancy.

31
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Contributions from Social Security Division (note (a) betow)
Payments made for Social Security Pension

Receipt from National Provident Fund (note (b) betow)
SPF contribution from Govt (note (c) betow)

(a)

(b)

(c)

17.
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20. ]NTEREST INCOME

lnterest arising on:
- Hetd-to maturity financial assets
- lnvestments in money markets
- lnvestments avaitable-for-sate
- Bank balances
- Loans to third parties
- Staff loans

21. INVESTMENT INCOME

Dividends on locaI securities
Dividends on foreign securities

23. ADMIN]STRATIVE EXPENSES

Sataries, wages and other retated
expenses

Administration costs
Motor vehicles running expenses
Other expenses

24. CASH AND CASH EQUIVALENTS

Cash at bank
Cash in hand

THE GROUP THE FUND
2013 2012 201 3 2012

SR SR SR SR

I

13,173,576 14,734,799
15,702,427 10,377,393

169,515 476,674
64,463 19,965

_ 39,356

13,173,576 14,734,799
15,702,427 10,377,393

169,515 476,674
64,463 19,966

- 38,356
1

i

t-

l

I

.:,o,,9- 111,716 70,300
29,220,697 25,716,3gg --EM 2fffiE-29,220,697 25,716,388 ruW 2ffi-$E-

THE GROUP THE FUND
2013

SR SR 5R
26,990,459 27,449,041

199,461 256,491

2012 201 3 2012
SR

2,595,207 2,4g6,526
199,461 256,491

_Li9r,6*-2,,-W@@
22. INTEREST CREDITED TO MEMBERS

lnterest credited to Members' Fund at 3% for the year ended December 31 ,2013, amounted to SR 29.5m tothe Fund (2012: 4'5% - sR 36'2m). However, onty sR 3.5m (2012: sR 4.3m) were actuatly paid towards retiringmembers, death gratuities and migration attowance for the year under review. The remaining surptus batanceis booked every year as a liabitity in the Members' nuna Account to be used for settlement of futureobtigations towards existing members.

THE GROUP THE FUND
2013 2012

SR

2013 2012

SRSRSR

10,599,532 10,9,tg,g33 10,5gg,532 10,g1g,g33
3,650,059 3,269,goo 3,626,552 3,20S;135261,100 217,636 261,100 217,636

=1,9l:,9?9 .1,281,256 6,08e,028 3,304,256za rrJle @@n 17,648,860

THE GROUP THE FUND
2013 2012 201 3 2012

SR SR SR SR

92,440,995

12,600
92,453,595

",-ta'------\
1' ',/

1 53,71 5,560 92,911 ,352 153,367 ,342
12,699 12,600 12,600

153,728,160 srEm 153,379,942
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25. RELATED PARry TRANSACTIONS

Subsidiary compony
- lnvestment
- Loan receivabte

Enterprises on which the Company
exe rts si gni f i cant i nf lu ence
- lnvestment
- Dividends

Key monogement personnel
- Gross sataries
- Gratuity accumutated

Board of Trustees' remuneration
(nore 25)

S Cesar (up to June 30, 2013)
P Payet (as from Juty 1, 201 3)

M Afif
G Beaudoin

R Weber
R Spiro

L Woodcock
M Fetix

S Labrosse

A Mousbe

J Esparon

M Stravens (up to Juty 30,2012)
A Lucas

C Mangroo (as from January 1, 201 3)
Marie-Ange Waye-Hive (Secretary)

THE GROUP THE FUND

2013 2012 2013 2012
SRSRSRSR

91,294,535 90,469,243
26,880,458 27,162,000

5,100 5,100

5,41 3,016 5,413,016

59,662,908 59,662,908
27,079,919 27,167,000

854,874 776,563
494,750

854,974 776,563
494,750

Transactions with retated parties are made at normal market prices.

Outstanding batances at the end of the reporting period are unsecured and interest-free. There has been no
guarantees provided or received for any retated party payabtes or receivabtes. For the year ended December
31,2013, the Fund has not recorded any impairment of receivabtes retating to amounts owed by retated
parties (2012: Nit). This assessment is undertaken at the end of each financiat year through examining the
financial position of the retated party and the market in which the [atter operates.

26. BOARD OF TRUSTEES' REMUNERATION

THE GROUP AND THE FUND

2013 2012
SR

29,376
29,376
50,112
50,112
50,112
50,112
50,112
50,112
50,112
50,112
50,1_12

50,112
50,112
50,112

(a)

(b)

660,096 630,964 660,096 630,964

SR

58,7_52

50,112

50,112
50,112
50,112
50,112
50,112
50,112
50,112
50,112
20,880
50,1-12

50,112
660,096 630,864__________

-
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27. COAAM]TMENTS

(a) Capitat commitments

Approved and contracted for
Approved but not contracted for

28. CONTINGENT LIABILITIES

There were no contingent tiabitities as at December 31 , 2013 (2012: Nit).

29. EVENT AFTER THE REPORTING PERIOD

THE GROUP AND THE FUND

2013 2012

33,109,082 4,948,500
192,436,172 4,871,873

215,545,254 9,820,373

SRSR

t_

The receivabte from Government of Seychettes (note 13) inctudes an amount of 5R 4.2 mittion representing
* batance due for ctaim of compensation due to stoppage of the Ex-Moutinie Project tocated on Atbert Street

since the land leased by the Fund from the Government of Seychettes had to be returned by the tatter to the
previous owner based on Court judgment. The Government agreed in writing and tegat formatities have been
finatised to grant freehotd interest in a residentiat ptot (R5) on lte Perseverance for the consideration of SR 1.7
miltion. A batance of SR 2.5 mittion witt be paid during the year 2014.
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BDOAssociates

P.O. Box 18

The Creote Spirit,
Quincy Street,
Mah6,
Victoria,
Seycheltes

Tet:+2484612612
Fax: +248 4 612300
e-mait: bdoseychetles@bdo.sc

BDO Associates provides audit, tax and business
advisory services to hetp organisations devetop and
perform in the dynamic and chattenging
environments in which they operate. We have
extensive experience in providing industry-focused
services that enhance the vatue creation potentia[
of our ctients.

BDO Associates, a firm of Chartered Accountants in
Seychetles, is a member of BDO lnternational
Limited, a UK company timited by guarantee, and
forms part of the internationat BDO network of
independent member firms.

BDO is the brand name for the BDO network and for
each of the BDO Member Firms.
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