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NATIONAL SOCIAL SECURITY FUND
REPORT OF THE DIRECTORS

FOR THE YEAR ENDED 30 JUNE 2019

The directors submit their report together with the audited financial statements for the year
ended 30 June 2019 which disclose the state of affairs of the National Social Security Fund (ithe
Fundi or iNSSF0), in accordance with Section 32 (Cap. 222) of the National Social Security Fund
Act (INSSF Actb).

1.

Incorporation

The Fund is a body corporate established by an Act of Parliament and is domiciled in
Uganda and is licensed as a Retirement Benefit Scheme under the Ugandan Retirement
Benefits Regulatory Act (2011).

Principal activity

The Fund was established by an Act of Parliament (1985) to provide for its membership,
payment of contributions to, and payment of benefits out of the Fund. NSSF is a provident
fund (pays out contributions in lump sum). It covers all employees in the private sector
including Non-Governmental Organizations that are not covered by the Government's
pension scheme. It is a scheme instituted for the protection of employees against the
uncertainties of social and economic life. The Fund is financed by the employeesi and
employersb contributions. The total contribution is 15% of the employeesi gross salary, of
which 10% is paid by the employer and 5% is paid by the employee.

Results from operations
The results of the Fund are set out on page 15.

Interest to members

Interest is computed based on the opening balances of the membersi funds less benefits
paid during the year. The rate paid during the year ended 30 June 2019 was 11% (2018:
15%).

Reserves and accumulated membersé funds

The reserves of the Fund and the accumulated membersi funds are set out on page 18.

Unallocated membersi funds

These are collections received from employers that have not yet been allocated to
individual member accounts due to incomplete details of the members. Management has
put in place mechanisms to continuously follow up the missing details from the employers
to update the individual members{ accounts.

Directors

The directors who held office during the year and up to the date of this report are set out
on page 1.

Auditors

In accordance with Section 32 (2) of the NSSF Act (Cap 222) Laws of Uganda, the financial
statements are required to be audited once every year by the Auditor General of Uganda
or an auditor appointed by him to act on his behalf. For the year ended 30 June 2019, M/s
Ernst & Young, Certified Public Accountants, were appointed to act on behalf of the Auditor
General.



NATIONAL SOCIAL SECURITY FUND
REPORT OF THE DIRECTORS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2019

9. Approval of the financial statements

The financial statements were approved at the meeting of the directors held
on... ) 21 Sept- 2010,

By order of the board,

.............. 2

Ms Agnes Tibayeita Isharaza
Corporation Secretary




NATIONAL SOCIAL SECURITY FUND
STATEMENT OF DIRECTORS’ RESPONSIBILITIES
FOR THE YEAR ENDED 30 JUNE 2019

The Uganda Retirement Benefits Regulatory Authority (URBRA) Act 2011 and Regulations
require the directors to make available to the Fund’'s members and other parties, audited
financial statements for each financial year which show a true and fair view of the state of affairs
of the Fund as at the end of the financial year.

It also requires the directors to ensure that the Fund keeps proper accounting records which
disclose with reasonable accuracy the financial position of the Fund and safeguarding the
assets of the Fund.

The directors are responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards, the URBRA Act and
National Social Security Fund (NSSF) Act 1985; and, for such internal controls as directors
determine are necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

The Board of Directors confirm that, during the period under review, in the execution of their
duties they have complied with the duties imposed by URBRA Act and the NSSF Act. The
directors also confirm that:

1 Adequate accounting records were kept inclusive of proper minutes of all resolutions
passed by the Board of Directors;

1 They took such steps as were reasonably open to them to safeguard the assets of the Fund
and to prevent and detect fraud and other irregularities;

91  Proper internal control systems were employed by or on behalf of the Fund;

1 Adequate and appropriate information was communicated to the members including their
rights, benefits and duties in terms of the rules of the Fund,

1 Reasonable steps to ensure that contributions, where applicable, were paid timely to the
Fund;

1 Expert advice was obtained on matters where they lacked sufficient expertise;

1  The rules, operation and administration of the Fund complied with the URBRA Act and all
applicable legislation; and,

I Funds were invested and maintained in accordance with the Fund's investment policy
statement and Investment Regulations issued by URBRA.

Approval of the annual financial statements

The directors accept responsibility for the annual financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent
judgments and estimates, in conformity with IFRS and the NSSF Act. The directors are of the
opinion that the financial statements give a true and fair view of the financial affairs of the Fund
and its operating results.

The directors believe that the auditor was given unrestricted access to all financial information
and all representations made to them during their audit were valid and appropriate.

Notwithstanding the above-mentioned information, the directors wish to draw attention to the
following:

The Fund did not appoint a custodian for internally managed investments as required by section
60 (2) of the URBRA Act.



NATIONAL SOCIAL SECURITY FUND
STATEMENT OF DIRECTORS’ RESPONSIBILITIES (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2019

These financial statements: rfL
e were approved by the Board of Directors on ng@{)”' 2019;

e are, to the best of the Directors’ knowledge and belief, confirmed to be complete.and
correct; and,

o fairly represent the net assets of the Fund as at 30 June 2019 as well as the results of
its activities for the year then ended in accordance with IFRS.

The Directors confirm that for the period under review, the National Social Security Fund has
submitted all regulatory and other returns and any other information as required by the provision
of the URBRA Act.

Nothing has come to the attention of the Directors to indicate that the Fund will not be able to
meet its obligations and the requirements of the URBRA Act for the next twelve months from

the date of this statement.

(

Mr. Patrick Byabakama Kaberenge q :
y g N\ '\?7/

Chairman P

Mr. Richard Byarugaba O

Managing Director

Mr. Isaac Magoola

- "y
Director \ Ve f\/\ﬂ\ﬁ\)/(ﬂtj B
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REPORT OF THE INDEPENDENT AUDITORS TO THE AUDITOR GENERAL
REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Opinion

We have audited the financial statements of National Social Security Fund as set on pages 15 to 112
which comprise the Statement of Net Assets Available for Benefits as at 30 June 2019 and the
Statement of Changes in Net Assets Available for Benefits, Statement of Changes in Members’ Funds
and Reserves and Statement of Cash Flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, the financial statements present fairly, in all material respects, the financial position of
the Fund as at 30 June 2019, and of its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards and the requirements of the
Uganda Retirement Benefits Regulatory Authority Act and the NSSF Act.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Fund in accordance
with the International Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants (IESBA code) and other independence requirements applicable to performing audits in
Uganda. We have fulfilled our other ethical responsibilities in accordance with the IESBA Code, and
in accordance with other ethical requirements applicable to performing the audit of National Social
Security Fund. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Emphasis of matters

Unallocated Members’ Funds

We draw attention to Notes 32 and 33 to the financial statements which describe how the Fund
accounted for contributions received from employers that had not yet been allocated to the members’
individual accounts as a result of incomplete members’ records and errors in the members’ records.
Our opinion is not modified in respect of this matter.

URA Tax Matter

We draw attention to Note 36(b) to the financial statements, which indicates that the Fund is
challenging the basis on which the Uganda Revenue Authority (URA) disallowed certain expenses
relating to the years of income 2005 to 2012 and raised a tax assessment. The note also indicates the
directors have not recognised any provision for the liability of Ushs 42.2 billion to the URA, as
management believes the tax treatment adopted by NSSF is in accordance with the provisions of
Section 22(1)(a) and Section 25 of the Income Tax Act. The note gives details of the case and explains
that the directors have disclosed the matter as a contingent liability as the ultimate outcome of the
case cannot presently be determined. Our opinion is not modified in respect of this matter.

M.M.Ssempijja, M.M.Kimoni, G.Byamugisha, J. Rwajekare
East Africa Offices: Nairobi, Dar es Salaam, Kigali
A member firm of Ernst & Young Global Limited.
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INDEPENDENT AUDITOR’S REPORT TO THE AUDITOR GENERAL (CONTINUED)

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (CONTINUED)
Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters. In addition to the matters described in the
Emphasis of Matters section of our report, we have determined the matters described below to be the
key audit matters to be communicated in our report.

We have fulfilled the responsibilities described in the Auditor's Responsibilities for the Audit of the
Financial Statements section of our report, including in relation to these matters. Accordingly, our audit
included the performance of procedures designed to respond to our assessment of the risks of
material misstatement of the financial statements. The results of our audit procedures, including the
procedures performed to address the matters below, provide the basis for our audit opinion on the
accompanying financial statements.

Key Audit Matter How our audit addressed the key
audit matter

Accounting for investment in associates
As at 30 June 2019, the carrying amount of investments | Our audit procedures included but were
in associates was Ushs 318 billion(2018: Ushs 298 | not limited to:

billion). As disclosed in note 21 to the financial |e Understanding the Fund’s processes

statements, investments in associates are carried at cost for recording the Fund’s share of
and adjusted for post-acquisition changes in the Fund'’s post-acquisition changes in net
share of net assets of the associates less any impairment assets of the associates and other
in value. The financial reporting periods for the changes in the carrying amount of
associates end on 31 December necessitating the Fund the investments.

to use half-year unaudited financial reports for the
purpose of determining the Fund’s share of post- |e Understanding the Fund’s processes
acquisition changes in net assets of the associates. for assessing impairment of
investments in associates.

Valuation of investments in associates was considered
to be a key audit matter due to the significance of the |e Assessing that the computation of

Fund’'s interest in associates and the judgements the Fund’s share of post-acquisition
involved in the impairment assessment of the changes in net assets of the
investments. associates was in accordance with

the Fund's shareholding and
We also considered there to be arisk that the disclosures associate's financial statements.

in note 21 to the financial statements which are
SignifiCant to the understanding of the Fund's ® Assessing the adequacy of the
investments in associates are not complete. Fund's disclosures in respect to

investments in associates.
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INDEPENDENT AUDITOR’S REPORT TO THE AUDITOR GENERAL (CONTINUED)

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (CONTINUED)

Key Audit Matter

How our audit addressed the key
audit matter

Litigation and other claims

The Fund is involved in legal matters as disclosed in
Note 36(c) to the financial statements.

We focused on this because some of the legal matters
relating to claims over the Fund’s investment property
are the subject of media coverage and are of interest to
the Fund’s members. Assessing the liabilities and
contingencies that could arise from legal matters
involves judgement.

There is a risk that the disclosures in the financial
statements which are significant to the understanding of
the Fund’s financial exposure to litigation are not
complete.

Our audit procedures included but
were not limited to:

Understanding the Fund’s processes
for recording and assessing of
litigation provisions and contingent
liabilities.

Determining the completeness and
reasonableness of the amounts
recognized/disclosed as litigation
liabilities and contingent liabilities,
including the assessment of the legal
reports by the Fund’s internal and
external lawyers.

Obtaining direct confirmations from
the Fund's external lawyers and
comparing the confirmed positions
with the Fund management’'s
assessment of the likely outcome of
the legal matters

Obtaining written representation from
the Fund’'s directors regarding
completeness of the legal matters.

Assessing the adequacy of the
Fund’s disclosures in respect to
litigation.

Expected credit losses on Financial assets under IFRS 9

On 1 July 2018, the Fund adopted IFRS 9 Financial
Instruments. The standard requires the Fund to
recognise a loss allowance for expected credit loss
(ECL) on its financial assets measured at amortised
cost. IFRS 9 is a complex standard that introduces a new
model for impairment of financial assets that is based on
forward looking factors.

Determination of expected credit losses is a subjective
area due to the level of judgement applied by
management in determining the provisions. We focused

Our audit procedures included but were
not limited to:

Evaluating the Fund’'s expected
credit loss model against the IFRS
9 requirements.

Comparing the Fund's inputs into
the expected credit loss model to
industry, financial and economic
data and our own assessment. As
part of this, we assessed the Fund's

10
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INDEPENDENT AUDITOR’S REPORT TO THE AUDITOR GENERAL (CONTINUED)

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (CONTINUED)

Key Audit Matter

How our audit addressed the key
audit matter

on the measurement of the expected credit losses,
including the assessment of whether the expected credit
- loss model applied by the Fund was in accordance with
IFRS 9. As disclosed in Note 37 to the financial
statements, judgement is applied in determining the
appropriate parameters and assumptions used to
calculate expected credit losses. This includes the
determination of probabilities of default, loss given
default, and the expected future cash flows. The Fund
also considers reasonable and supportable information
about past events, current conditions and reasonable
and supportable forecasts of future economic conditions
when measuring expected credit losses.

The impact of adoption of IFRS 9 is disclosed in note
3(t). The maximum exposure to credit risk and the
resultant expected credit losses computed in
accordance with IFRS 9 as at 30 June 2019 are
disclosed in note 38(c). The accounting policies for
impairment of financial assets are disclosed in note 3 (d).

inputs used including the
consistency of judgement applied in
the classification of financial assets
and determination of probabilities of
default.

Testing that the reported expected
credit losses were determined in
accordance with the Fund’s
expected credit loss model.

Evaluating the completeness of the
disclosures on expected credit
losses on the financial assets.

Obtained management
representations for any adjustments
made in the Fund's financial
statements in respect to the
expected credit losses.

Valuation of investments

The Fund adopted IFRS 9 Financial Instruments on 1

Our audit procedures included but were

July 2018. IFRS 9 requires the Fund to make a policy | not limited to:

choice of the business model used to manage its assets |+ Identified relevant controls over
to determine the classification and measurement of its valuation of financial assets and
financial instruments. The Fund classified its financial evaluated the design and

assets as either financial assets held at amortised cost
or financial assets at fair value through profit or loss, of
which 87% are measured at amortised cost. The Fund’s
investment portfolio represents 99% of the Fund’s total
assets. Of these assets, 38% relates to investments
which are denominated in foreign currency.

The financial assets at fair value through profit or loss
comprise quoted equity instruments which are valued
using share prices that were observable in the market at
the year-end date. Changes in the prices of these
shares could have a significant impact on the
performance of the Fund. During the year there was a
decrease in share prices which led to unrealised fair
value losses of Ushs 207 billion (2018: unrealised fair
value gains of Ushs 164 billion).

implementation and, where possible,
the operating effectiveness, of these
controls.

Checked for a selection, that pricing
inputs used were externally sourced
and were correctly input into
valuation computations.

Recalculated the revaluation of the
foreign currency  denominated
investments with a particular focus
on the appropriateness of the foreign
exchange rates used for the
valuation at the year end.

11
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INDEPENDENT AUDITOR’S REPORT TO THE AUDITOR GENERAL (CONTINUED)

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (CONTINUED)

Key Audit Matter How our audit addressed the key
audit matter

As the Fund holds a portion of its investments in foreign | Assessed the disclosures made

currency, changes in foreign exchange rates also impact relating to the valuation of financial
on the valuation of the investments at the reporting date. assets for consistency with the
There were fluctuations in foreign currency rates during requirements of the relevant
the year which led to unrealised foreign exchange losses accounting standards and with the
of Ushs 382 billion (2018: unrealised foreign exchange methodologies applied by
gains of Ushs 333 billion). management.

The valuation of investments has been considered a key
audit matter because the financial performance of the
Fund significantly depends on the performance of the
investments.

The changes in carrying amounts of financial assets as
a result of share price and or foreign exchange
movements are indicated in notes 15,16,18 and19. The
accounting policies for initial recognition and subsequent
measurement of financial assets are disclosed in note 3

(d).

Other information

The directors are responsible for the other information. The other information comprises the Fund
information, the Directors’ Report and the Statement of Directors’ Responsibilities. The other
information does not include the financial statements and our auditors report thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the financial statements

The directors are responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards and the requirements of the URBRA Act,
and the NSSF Act, and for such internal control as the directors determine is necessary to enable the
preparation of the financial statements that are free from material misstatement, whether due to fraud
or error.

12
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INDEPENDENT AUDITOR’S REPORT TO THE AUDITOR GENERAL (CONTINUED)

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (CONTINUED)

In preparing the financial statements, the directors are responsible for assessing the Fund's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Fund or to cease
operations, or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

o Obtain an understanding of internal control relevant to the audit 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.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

o Conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Fund’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in

our auditor’s report to the related disclosures in the financial statements or, if such disclosures
are inadeanate tn madifv oiir onininn Oiir enncliicinne are haced nn the andit evidanca












































































































































































































































































































