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NATIONAL SOCIAL SECURITY FUND
REPORT OF THE DIRECTORS

FOR THE YEAR ENDED 30 JUNE 2018

The directors submit their report together with the audited financial statements for the year
ended 30 June 2018 which disclose the state of affairs of the National Social Security Fund
(the Fund’ or “NSSF”), in accordance with Section 32 (Cap. 222) of the National Social Security
Fund Act (‘'NSSF Act).

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 employees’ and
employers’ contributions. The total contribution is 15% of the employees’ 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 12.

Interest to members

Interest is computed based on the opening balances of the members’ funds less benefits
paid during the year. The rate paid during the year ended 30 June 2018 was 15% (2017:
11.23%).

Reserves and accumulated members’ funds

The reserves of the Fund and the accumulated members’ funds are set out on pages 14
and 15.

Unallocated members’ 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
in order 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 2018, 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 2018

9.  Approval of the financial statements

The financial statements were approved at the meeting of the directors held

on...../.g,. %2018,

By order of the board,

Ag'. Corporation Secretary
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NATIONAL SOCIAL SECURITY FUND
STATEMENT OF DIRECTORS’ RESPONSIBILITIES
FOR THE YEAR ENDED 30 JUNE 2018

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 determined 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:

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

* 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;

* Proper internal control systems were employed by or on behalf of the Fund:

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

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

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

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

* 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.
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NATIONAL SOCIAL SECURITY FUND
STATEMENT OF DIRECTORS’ RESPONSIBILITIES (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2018

These financial statements:
* were approved by the Board of Directorson ................... 2018;

* 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 2018 as well as the results of
its activities for the period 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 J, <7/

Chairman

Mr. Richard Byarugaba
Managing Director

Mr. Andrew Stewart Obita
Director
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OFFICE OF THE AUDITOR GENERAL

THE REPUBLIC OF UGANDA

REPORT OF THE AUDITOR GENERAL

ON THE FINANCIAL STATEMENTS OF THE NATIONAL SOCIAL SECURITY FUND FOR

THE YEAR ENDED 30" JUNE, 2018

OFFICE OF THE AUDITOR GENERAL
UGANDA




REPORT OF THE AUDITOR GENERAL ON THE FINANCIAL STATEMENTS
OF NATIONAL SOCIAL SECURITY FUND FOR THE
YEAR ENDED 30™ JUNE 2018

THE RT. HON. SPEAKER OF PARLIAMENT

Opinion

I have audited the financial statements of National Social Security Fund (NSSF) which comprise
the Statement of Net Assets Available for Benefits as at 30" June 2018 and the Statements 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 as set on pages 13 to 111.

In my opinion, the financial statements present fairly, in all material respects, the financial
position of the Fund as at 30" June 2018, and of its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standards and in the

manner required by the Uganda Retirement Benefits Regulatory Authority Act and the NSSF Act.

Basis of Opinion

I conducted my audit in accordance with the International Standards on Auditing (ISAs). My
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of my report. I am independent of the Fund in
accordance with the Constitution of the Republic of Uganda (1995) as amended, the National
Audit Act, 2008, the International Ethics Standards Board for Accountants Code of Ethics for
Professional Accountants (Parts A and B) (IESBA Code) and other independence requirements
applicable to performing audits of Financial Statements in Uganda. I have fulfilled my other
ethical responsibilities in accordance with the IESBA Code, and in accordance with other ethical
requirements applicable to performing audits in Uganda. I believe that the audit evidence I

have obtained is sufficient and appropriate to provide a basis for my opinion.
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Emphasis of Matter

Without qualifying my opinion, I draw your attention to Notes 31, 32 and 35 (b) to the Financial
Statements:

¢« Unallocated Member Funds

Notes 31 and 32 to the financial statements, show un-allocated member funds of
UGX.40.85. billion (2017: UGX.48.4 billion). These are contributions received from
employers, which had not yet been allocated to the members’ individual accounts because

of incomplete members’ records and errors in the members’ records.

« URA Tax Matter

Note 35(b) to the financial statements, indicates that the Fund is challenging the basis on

which the Uganda Revenue Authority (URA) disallowed certain expenses. The directors
have not recognised any provision for the liability of UGX 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.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, were of most significance in
my audit of the financial statements of the current period. These matters were addressed in the
context of my audit of the financial statements as a whole, and in forming my opinion thereon,

and I do not provide a separate opinion on these matters:

» Litigation and other Claims
The Fund has legal matters as disclosed in Note 35(c) to the financial statements. I
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.

I also considered the risk that the disclosures in note 35(c) to the financial statements,
which are significant to the understanding of the Fund’s financial exposure to litigation may

not be complete.

iii



I had to understand the Fund’s processes for recording and assessing litigation provisions
and contingent liabilities. I evaluated the completeness and reasonableness of the amounts
recognized as litigation liabilities and contingent liabilities, including the assessment of the

legal reports by the Fund’s internal and external lawyers.

[ obtained direct confirmations from the Fund's external lawyers and compared the
confirmed positions with the Fund management’s assessment of the likely outcome of the
legal matters. Furthermore, 1 obtained written representation from the Fund’s directors
regarding completeness of the legal matters. I also assessed the adequacy of the Fund’s

disclosures in respect to litigation.

Based on the procedures performed, I noted no significant issues in the Litigation and

other claims against the Fund.

Accounting for investment in Associates

As at 30" June 2018, the carrying amount of investments in associates was UGX.300
billion. As disclosed in Note 21 to the financial statements, investments in associates are
carried at cost and adjusted for post-acquisition changes in the Fund’s share of net assets
of the associates less any impairment in value. The financial reporting periods for the
Associates is 31% December, thus necessitating the Fund to "use half-year unaudited
financial reports for the purpose of determining the Fund’s share of post-acquisition

changes in net assets of the associates.

Valuation of investments in associates was considered a key audit matter due to the
significance of the Fund’s interest in associates and the judgements involved in the
impairment assessment of the investments. I also considered a risk that the disclosures in
Note 21 to the financial statements, which are significant to the understanding of the

Fund’s investments in associates, may not be complete.

My audit procedures included understanding the Fund's processes for recording the Fund’s
share of post-acquisition changes in net assets of the associates and other changes in the
carrying amount of the investments. In addition, I had to understand the Fund’s processes

for assessing impairment of investments in associates.

I I IS IS S IS S D BE B EE = S .

T FT? E® ®E13



I assessed whether the computation of the Fund’s share of post-acquisition changes in net
assets of the associates was in accordance with the Fund’s shareholding and associate’s
financial statements. I ascertained whether the Fund'’s disclosures in respect to investments

in associates were adequate.

Based on the procedures performed, I noted no significant issues in relation to accounting

for investment in associates and the relevant disclosures.

Other Information

The directors are responsible for the other information. The other information comprises the
information included in the Fund Information, the Directors’ Report and the Statement of
Directors’ Responsibilities, but does not include the financial statements and my audit report

thereon.

My opinion on the financial statements does not cover the other information and I do not

express any form of assurance conclusion thereon.

In connection with my audit of the financial statements, my responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or my knowledge obtained in the audit, or otherwise appears to
be materially misstated. If, based on the work I have performed, I conclude that there is a
material misstatement of this other information, I am required to report that fact. I have

nothing to report in this regard.

Responsibilities of the Directors for the Financial Statements

The directors are responsible for the preparation of financial statements that give a true and
fair view in accordance with International Financial Reporting Standards, Uganda Retirement
Benefits Regulatory Act, National Social Security 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.

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.



Auditor’s Responsibilities for the audit of the Financial Statements
My responsibility as required by Article 163 of the Constitution of the Republic of Uganda and

Sections 13 and 19 of the National Audit Act, 2008 is to audit and express an opinion on these
statements based on my audit. My objective is 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 auditor’s report that includes my 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, I exercise professional judgment and maintain
professional scepticism throughout the audit. I 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
my 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.

« 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.

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

» 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 I conclude that a material uncertainty exists, I
am required to draw attention in my auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My

conclusions are based on the audit evidence obtained up to the date of my auditor’s
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report. However, future events or conditions may cause the Fund to cease to continue
as a going concern,

e Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying

transactions and events in a manner that achieves fair presentation.

I communicate with the directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal

control that I identify during my audit.

eles..

John F.S. Muwanga
AUDITOR GENERAL

28" August 2018

vii



NATIONAL SOCIAL SECURITY FUND

STATEMENT OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS

FOR THE YEAR ENDED 30 JUNE 2018

Revenue
Interest income
Rental income
Dividend income

Total revenue

Other income

Other operating income

Fair value gains from equity investments at fair
value through profit or loss

Total other income

Expenditure

Administrative expenses

Other operating expenses

Amortisation of intangible assets
Depreciation on property and equipment

Total expenditure

Share of results of associates, net of tax
Surplus from operations

Interest transfer to members

Surplus before tax

Income tax expense (withholding tax as final tax)

Surplus for the year

Other comprehensive income

Other comprehensive income to be reclassified to

surplus or deficit in subsequent years:

Items not to be reclassified to surplus or deficit in

subsequent years:

Share of other comprehensive income of an
associate

Total other comprehensive income for the
year, net of tax

Total comprehensive income for the year, net

of tax

Note

~N o O,

10
29
26

21

31

11

12(a)

21

2018
Ushs'000

978,134,226
10,858,364
52,990,410

1,041,983,000

387,590,406
145,800,776

—_— =

533,391,182

(90,751,260)
(19,153,629)
(1,746,833)

(4.012,001)

(115,663,723)

26,664,147

-

1,486,374,606

(1.100,080.203)

386,294,403

(145.850,312)

240,444,091

12,430.101
12,430,101

252,874,192

2017
Ushs'000

781,099,059
12,061,467
52,311.094

845,471,620

27,358,145
21.877.461

—————

49,235,606

(75,560,248)
(15,389,606)
(1,615,894)

3.644.286
(96,210,034)

24,548 507

—_—

823,045,699

(681,404.864)

141,640,835

(130.637.624)

11,003,211

(6,889,710)
(6.889,710)

4,113,501



NATIONAL SOCIAL SECURITY FUND

STATEMENT OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS

(CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2018

Total comprehensive income for the year, net
of tax

DEALINGS WITH MEMBERS

Contributions received during the year
Benefits paid

Net dealings with members

Net increase in scheme funds during the year

Note 2018 2017
Ushs'000 Ushs'000
252,874,192 4,113,501

31 1,049,089,149 916,908,807
31 (359,670.494) (278,254.718)
689,418,655 638,654,089
942,292,847 642,767,590



NATIONAL SOCIAL SECURITY FUND

STATEMENT OF NET ASSETS AVAILABLE FOR BENEFITS

AS AT 30 JUNE 2018

ASSETS

Cash and bank balances

Deposits with commercial banks

Trade and other receivables

Equity securities held-for-trading

Tax deposit receivable

Investments in securities held-to-maturity

Equity investments at fair value through
profit or loss

Loans and advances
Inventories (Office supplies)
Investments in associates
Capital work-in-progress
Investment properties
Intangible assets
Property and equipment
Tax claimable

Finance leases

Total Assets
LIABILITIES

Other payables
Provisions for litigation
Total Liabilities

NET ASSETS

MEMBERS’ FUNDS AND RESERVES
Accumulated members’ funds

Reserve account

Accumulated surplus

Other reserves

Note

13
14
16
15
12 (c)
17

18

19
20
21
23
24
25
26
28
27

29
30

31
32

TOTAL MEMBERS’ FUNDS AND RESERVES

These financial statements were approved for issue by

the Boi&

......................... 2018 and §i ned on-ts behalf by:
2% Q?%

Mr. Patrick Byabakama Kaberenge
Chairman

Mr. Ric Byarugaba
Managing Director

30 June 2018
Ushs'000

17,894,729
99,835,759
47,763,900
112,181,205
25,323,522
7,354,563,778
1,326,207,276

22,985,894
298,309,967
177,845,987
464,627,140

6,628,743
11,318,028
16,929,197

630,000

_—

9,983,045,125

30 June 2017
Ushs'000

56,242 869
224,775,364
45,038,256
88,373,503
256,323,522
5,747,059,614
899,971,853

26,879,508
1,187,303
266,525,086
323,834,523
188,210,449
5,770,533
10,966,843
13,894,092
650.000

7,924,703,018

32,956,932 28,259,109
13.796.545 12,801,429
46,753,477 41,060,538
9,936,291,648 7,883,642,480
9,407,593,129 7,623,061,300
105,313,084 90,069,937
417,845,044 177,400,953
5,540,391 (6.889,710)
__QM 7,883,642,480

of\ Directors on

w'ﬂfs CR) W)

Mr. Andrew Stewart Obita
Director
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